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I.    Introduction

A.    Africa Minerals Development Centre/
Economic Commission for Africa Mission

In	November	2014,	the	Economic	Commission	
for	Africa	(ECA)	sent	a	team	to	Guinea	to	assist	
the	Government	 in	aligning	its	minerals	regime	
with	the	Africa	Mining	Vision	(AMV).	The	mission	
arose	out	of	an	undertaking	by	ECA	in	July	2014	
to	 assist	 the	 country	 in	 improving	 its	minerals	
regime,	including	the	mineral	fiscal	regime.	The	
mission	was	delayed	for	several	months	owing	to	
the	Ebola	outbreak.	In	October	2014,	however,	

it	was	decided	that	the	mission	would	go	ahead	
anyway,	 despite	 the	 Ebola	 risk,	 as	 a	 show	 of	
solidarity	to	the	people	of	Guinea	in	their	time	
of	 national	 health	 crisis.	 The	 UNDP	 Conakry	
office,	however,	could	only	provide	very	limited	
support	to	the	mission.

The	 team	 comprised	Kojo	Busia	 (ECA),	Martin	
Ndende	 (ECA),	 Valerio	 Bosco	 (ECA)	 and	 Paul	
Jourdan	 (Consultant).	 The	 mission	 took	 place	
from	16	to	21	November	2014.	Unfortunately	
Messrs.	Busia,	Bosco	and	Jourdan	had	to	curtail	
their	trip	and	were	thus	unable	to	stay	to	end	of	
the	mission.

Figure 1: Guinea – Simplified geological map

Source: http://www.mindat.org/photo-479093.html.
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B. The Guinea minerals sector

“Major	parts	of	Guinea	are	underlain	by	crystalline	
basement	 Precambrian	 rocks	 comprising	
gneiss,	 migmatites	 and	 granitic	 intrusions	 that	
correspond	to	the	southern	portion	of	the	West	
African	 Craton.	 The	 eastern	 two-thirds	 of	 the	
country	is	dominated	by	schists	of	the	Kenema-
Man	domain	and	the	Paleoproterozoic	Birrimian	
System.	 Neoproterozoic	 and	 Palaeozoic	
sediments	 with	 a	 basal	 tillite	 and	 overlying	
sandstones,	 marls	 and	 quartzites	 form	 wide	
parts	 of	 northern	 Guinea.	A	 strip	 of	 Neogene	
marine	and	alluvial	sediments	occurs	along	the	
coast.	A	major	N-S	line	of	kimberlite	dykes	and	
pipes	is	present	in	southern	Guinea.”1

The	 principal	 economic	 deposits	 are	 bauxite	
(recent	 laterites),	 iron	 ore	 (Precambrian	
magnetites	 –	 banded	 ironstone	 formations	
–	 and	 haematite	 caps),	 gold	 (Precambrian	
greenstone	belts)	and	diamonds	(kimberlite	pipes	
and	 secondary	 alluvial	 deposits).	 The	 bauxite	
deposits	are	mainly	 located	 in	 the	centre-west	
and	the	iron	ore	deposits	in	the	centre-east	(see	
map	below)

Guinea	 also	 has	 resources	 of	 numerous	
other	 minerals	 such	 as	 limestone/dolomite,	
graphite,	 manganese,	 nickel,	 salt	 and	 uranium.	
Hydrocarbon	 exploration	 is	 being	 undertaken	
offshore.

C. Minerals and the economy

The	 Guinean	 minerals	 sector	 generally	
contributes	 around	 25	 per	 cent	 of	 gross	
domestic	 product	 (GDP)	 and	 accounts	 for	
1	 	http://spilpunt.blogspot.com/2007/04/guinea.html	
2	 	USGS	2012

about	 95	 per	 cent	 of	 export	 earnings,	making	
it	 a	 “minerals	 dependent	 economy”	 by	 most	
classifications,	including	that	of	the	World	Bank.	
The	country’s	bauxite	production	is	ranked	5th	
in	the	world	and	its	bauxite	resources	constitute	
about	25	per	cent	of	global	resources2.	Rough	
diamond	production	is	ranked	12th	in	the	world	
by	volume	and	13th	by	value.

Infrastructure	constraints,	particularly	transport	
(roads,	 rail	 and	 terminals)	 and	 energy,	 severely	
limit	 the	expansion	of	the	minerals	sector.	The	
State	electricity	company,	Electricité	de	Guinée	
(EDG),	 is	 endeavouring	 to	 add	 generation	
capacity	 by	 constructing	 transmission	 lines	 to	
connect	 Guinea	 to	 the	 Liberia,	 Côte	 d’Ivoire	
and	 Sierra	 Leone	 grids,	 through	 the	 Economic	
Community	of	West	Africa	States	West	African	
Power	 Pool	 (ECOWAS-WAPP).	 China	 Power	
Investment	Corporation	plans	to	build	a	270Mw	
power	plant	in	Boffa	to	supply	its	planned	mine	
and	alumina	refinery.

D.  Minerals governance

Mining	 falls	 under	 the	 Ministry	 of	 Mines	 and	
Geology,	 while	 the	 Société	 Guinéenne	 du	
Patrimoine	 Minier	 (State	 Minerals	 Company)	
(SOGUIPAMI)	acts	on	behalf	of	the	Government	
of	Guinea	in	all	mining	ventures.	The	Direction	
Nationale	 de	 la	 Recherche	 Géologique	 et	
des	 Hydrocarbures	 (National	 Directorate	 for	
Geological	 and	 Hydrocarbon	 Exploration)	
(DNRGH)	falls	under	 the	Centre	de	Promotion	
et	de	Développement	Minier	(Centre	for	Mining	
Promotion	 and	 Development)	 (CPDM)	 at	 the	
Ministry	of	Mines	and	Geology.

Figure 2: Mineral zones: Bauxite and iron ore

Source: Ministry of Mines and Geology, Conakry.

Table 1: Major useful mineral reserves in Guinea

Source: V. Mamedou “4th Symposium Mines Guinea, 
2011” (SMG 2011).

Main useful minerals
Total: Reserves 
+ Resources

Bauxites	 41 Gt
Iron	ores.	Rich	in	hematite-
goethite,	laterite,
-	Derived	from	BIFs > 15 Gt

-	Derived	from	Kaloum	massif	 ~	7	Gt
Primary	iron	ore	magnetite	
(ferruginous	quartzites)

>	10	Gt

Diamonds	
~	17	million	
carats

Gold >	700	t
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A	 new	 mining	 code	 was	 adopted	 in	 2011	 to	
replace	the	1995	code	(amended	in	1998).	The	
new	code	provides	for	a	State	15	per	cent	free-
carry	 in	 all	 mining	 projects	 and	 the	 option	 to	
acquire	an	additional	 fully	paid-up	20	per	cent	
interest	(up	to	a	maximum	of	35	per	cent).	The	
new	 code	 also	 required	 all	 mining	 companies	
to	invest	a	minimum	of	$1	billion,	although	this	
was	amended	to	$500	million	in	2013.	The	new	
code	 also:	 increased	 import	 tariffs	 for	 mining	
supplies,	 machinery	 and	 equipment	 to	 8	 per	
cent;	reduced	the	withholding	tax	on	dividends	
from	15	per	cent	to	10	per	cent;	and	cancelled	
the	 previous	 tax	 and	 duty	 exemptions	 for	 the	
first	five	to	eight	years	of	operation.

An	 amended	 code	 was	 promulgated	 in	 2013.	
The	 main	 revisions	 to	 the	 2011	 mining	 code	
have	 to	 do	 with	 the	 fiscal	 regime,	 social	 and	
environmental	 impact	 regulations	 and	 local	
content	 requirements.	The	 profit	 tax	 has	 been	
reduced	 from	 35	 per	 cent	 to	 30	 per	 cent,	
while	 the	 import	 tax	 on	 operations-related	
equipment	 has	 been	 cut	 from	 8	 per	 cent	 to	
6.5	 per	 cent.	These	measures	 are	 designed	 to	
encourage	 foreign	 investment.	 The	 maximum	
size	 of	 exploration	 concessions	 has	 increased	
from	350	km2	to	500km2	for	bauxite	and	iron	
ore.	 For	 all	 other	 minerals,	 the	 maximum	 size	
of	exploration	blocs	has	 risen	 from	50	km2	to	
100	km2.	The	minimum	capital	requirement	for	
mining	licenses	has	also	reduced	from	$1	billion	
to	$500	million	for	all	minerals,	except	bauxite,	
iron	 ore	 and	 radioactive	 minerals.	 For	 these,	
the	 minimum	 capital	 requirement	 will	 depend	
on	 the	 size	 of	 the	mining	 project.	The	 revised	
code	also	introduces	requirements	pertaining	to	
social	and	environmental	impact	assessments	at	
the	 feasibility	 stage,	 as	well	 as	 a	 local	 content	
chapter	that	fosters	the	training	and	recruitment	
of	qualified	 locals”3.	 In	 terms	of	 the	AMV	and	
the	 Country	 Mining	 Vision	 (CMV),	 the	 new	
code	does	not	appear	to	effectively	capture	an	
equitable	share	of	the	resource	rents	or	cater	for	
minimum	 local	 content	 targets,	 value	 addition	
(beneficiation)	 targets	 or	 a	minimum	 spend	on	
skills	development	in	order	to	realize	the	mineral	
linkages.

There	are	seven	mineral	titles	under	the	mining	
code:

1. Reconnaissance	license:	non-exclusive	for	a	

3	 	Aegis	Advisory,	April	2013	“Guinea	Conakry	opens	for	business	for	miners”,	www.strategicriskindex.com.		
4	 	CPDM	2014:	www.afribone.net.gn/investgn/cpdm/.	
5	 	CPDM	2014:	www.afribone.net.gn/investgn/cpdm/.	

period	of	three	months,	renewable	once;

2.	 Exploration	 license:	 non-assignable,	 non-
transferable,	may	 not	 be	 leased,	maximum	
validity	of	 three	years,	 renewable	 twice	 for	
two	years	(with	surrender	of	half	the	license	
area);

3.	 Mining	license:	valid	for	10	years,	renewable	
every	five	years;	

4. Mining	 concession:	 valid	 for	 25	 years,	
renewable	for	10	years;

5. Artisanal	operating	permit:	valid	for	one	year	
(unlimited	renewal)	to	a	maximum	depth	of	
30m	 (underground)	 and	 15m	 (opencast)	 –	
exclusive	to	Guineans

6. Quarry	exploration	permit:	valid	for	one	year	
with	unlimited	renewal;	

7.	 Quarry	operation	permit:	valid	for	two	years	
for	permanent	quarries	 and	 six	months	 for	
temporary	quarries,	with	unlimited	renewal.4

The	mining	titleholder	is	subject	to	the	payment	
of	 duties	 and	 taxes,	 including	 fixed	 rights	 and	
surface	fees	applicable	to	all	titles	and	renewal,	
mining	 taxes	 (extraction	 and	 export	 royalties)	
and	 general	 taxes	 such	 as	 the	 industrial	 and	
commercial	profits	tax	(BIC),	the	capital	gains	tax	
(IRVM)	and	impôt	sur	les	bénéfices	agricoles	(tax	
on	agricultural	profits)	(IBA).5

E. Mineral production

National	 mineral	 production	 in	 2013,	 as	
presented	 in	 the	 table	below,	 is	 dominated	by	
bauxite	 (19Mt),	 diamonds	 (200kct)	 and	 gold	
(23.5t):
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F.         Principal mining operations/projects:

Bauxite:

a. Compagnie	des	Bauxites	de	Guinée	(CBG).	
(CBG:	51	per	 cent	Halco	 and	49	per	 cent	
Government	of	Guinea)	 in	Sangaredi.	15.4	
Mt	in	2013

b.	 RUSAL	of	Russia	(in	Fria	and	Kindia).	3.3	Mt	
in	2013

c. China	Power	Investment	Corporation	(CPI).	
(CPI)	plans	to	construct	a	12	Mtpa	bauxite	
mine	in	Boffa	prefecture.6

d. Exploration:	 Alliance	 Mining	 Commodities	
Ltd.	 (Australia),	 Anglo	 Aluminum	 Corp.	
(Canada),	 Alecto	 Minerals	 plc	 and	 Alufer	
Mining	Ltd.	(United	Kingdom).

Alumina:

a. RUSAL	Friguia	alumina	refinery,	in	Fria;

b.	 AWA	LLC	 is	 reported	 to	 be	 undertaking	 a	
feasibility	 study	 for	 the	 development	 of	 a	
1.5Mtpa	alumina	refinery;	

c. Global	Alumina	Corporation	(Global	Alumina	
International,	 Ltd.)	 reportedly	 plans	 to	
develop	a	3.6Mtpa	alumina	refinery	in	Boke	
at	a	cost	of	$5	billion;

d. China	Power	Investment	Corporation	plans	
to	build	a	4Mtpa	alumina	refinery	in	Boffa.

6	 	Total	CPI	capex,	including	mine,	refinery,	power	plant	and	deep	water	port	in	Bel	Air	=	$5.6	billion.

Gold:

a. Severstal	(Russia)	–	Lefa	Mine.	5t	in	2013;

b.	 Anglogold	 Ashanti	 (85	 per	 cent)	 –	 Siguiri	
Mine.	10t	in	2013;

c. Semafo	 Inc.	 –	 Kiniero	 Mine	 (suspended).	
300kg	in	2013;

d. Exploration:	Burey	Gold	(Australia),	Cassidy	
Gold	 Corporation	 (Canada),	 and	Africa	 plc	
(United	Kingdom).

Iron Ore:

a. Rio	 Tinto	 (United	 Kingdom)	 –	 Simandou	
Blocks	 3	 and	 4	 –	 plan	 a	 $5.6	 thousand	
investment	 including	 mines,	 650km	 rail	
to	 Focariah	 terminal	 for	 95Mtpa	 of	 ore.	
Rio	 apparently	 secured	 an	 eight-year	 tax	
and	 import	 tariff	 holiday	 for	 the	 project.	
The	 Guinean	 Government	 has	 the	 option	
to	 take	 up	 to	 35	 per	 cent	 interest	 in	 the	
mining	project	 and	51	per	 cent	 interest	 in	
the	rail	and	port	company,	which	will	revert	
to	 Government	 ownership	 after	 25-30	
years	 under	 a	 build	 operate	 and	 transfer	
arrangement.	 The	 Alumina	 Corporation	 of	
China	Ltd.	(Chalco)	can	earn	in	45	per	cent	
of	the	project	for	$1.35	thousand;

b.	 BSG	 (Israel)	 and	 Vale	 (Brazil)	 –	 Simandou	
Blocks	1	and	2	–	suspended;

Table 2 : Guinea: Mineral production

Source: Raw Materials Data. Copyright: SNL Metals & Mining, Stockholm, 2014.

Mineral (unit) Mine Controlling company Status Output 2013

Bauxite	(Mt) Boke/Sangaredi	bauxite	mine
SoG,	Rio	Tinto,	Alcoa,	
Dadco

Operating 15.44

Bauxite	(Mt) Friguia	bauxite	mine Rusal Closed 	---	
Bauxite	(Mt) Kindia	bauxite	mine Rusal Operating 3.33
Bauxite	(Mt) =	Total,	identified	by	producers 18.76
Bauxite	(Mt) =	Total	national	production 18.76
Diamond	(Mct) =	Total	national	production 0.20
Diamond	value	($M) =	Total	national	production 33.7
Gold	(t) Kiniero	(Jean-Gobele)	Mine Semafo Suspended 0.299

Gold	(t) Lero-Fayalala	(LEFA)	Mines Severstal
Operating,	
exploitation/	plans

5.057

Gold	(t) Siguiri	Gold	Mine Anglogold Operating 9.804
Gold	(t) =	Total,	identified	by	producers 15.160
Gold	(t) =	Total	national	production 23.500
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c. BSG	(Israel)	and	Vale	(Brazil)	–	Zagota	Project	

–	2Mtpa	of	ore,	increasing	to	15Mtpa	of	ore;

d. Bellzone	 Mining	 (Australia	 –	 50	 per	 cent)	
and	China	International	Fund	(50	per	cent)	
–	 Focariah	 Project	 for	 2Mtpa	 ore	 (55	 per	
cent	Fe),	increasing	to	10Mtpa	of	ore,	to	be	
trucked	to	Konta	Port;

e. Exploration:	 BHPB	 (Australia);	 Guinea	 Iron	
Ore	Ltd.	(Canada),	Western	African	Iron	Ore	
Corporation	 (Canada);	 Sable	Mining	Africa	
Ltd.	(United	Kingdom)	and	Sovereign	Mines	
of	Africa	plc	(United	Kingdom).	

Diamonds (mainly artisanal alluvial mining)

a. Batax	 Bouna	 International	 Mining	
Corporation:	Aredor	Mine;

b.	 Stellar	 Diamond	 plc	 (United	 Kingdom)	
–	 Mandala	 Mine	 (~40kcts	 in	 2011)	 and	
Bomoko	Mine	(~1kcts	in	2011);

c. Exploration:	Stellar	Diamond	–	the	Droujba	
kimberlite	 pipe,	 the	 Katcha	 kimberlite	
dyke	 (and	 alluvial	 gravels);	 the	 Bouro	 area	
(including	 the	 Mandala	 alluvial	 diamond	

mine	 and	 kimberlite	 dykes);	 and	 alluvial	
diamonds	in	the	Kerouane	and	the	Macenta	
prefectures.	

Uranium:

• Exploration:	 Forte	 Energy	 (Australia)	 –	
Bohoduo	 and	 the	 Firawa	 areas	 (inferred	
mineral	 resource	estimates	~18	Mt	at	296	
ppm	U3O8)

Hydrocarbons

• Exploration:	 Hyperdynamics	 Corp.	 (United	
States	 –	 77	 per	 cent)	 Dana	 Petroleum	
plc	 (South	 Korea	 –	 23	 per	 cent),	 offshore	
seismics	and	exploratory	drilling

In	 summary,	 Guinea	 is	 at	 the	 cusp	 of	 major	
mineral	 developments,	 which	 could	 approach	
$20	billion	in	capex,	and	urgently	needs	support	
to	 ensure	 that	 the	 extraction	 of	 these	 finite	
national	 resources	 is	 optimized	 to	 obtain	 the	
maximum	development	impact	(AMV/CMV)	and	
inter-generational	equity.
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II. Development of a 
taxation and fiscal framework

A. Introduction

This	overview	of	 the	Guinean	mineral	 taxation	
and	 fiscal	 framework	 is	 constrained	 by	 the	
somewhat	 unsuccessful	 mission	 in	 November	
2014,	where	flight	problems	and	the	emergency	
situation	 caused	 by	 Ebola	 led	 to	 very	 limited	
interactions	with	the	key	players.	The	report	 is	
therefore	 mainly	 based	 on	 secondary	 sources	
that	were	available	in	English.	

The	 ECA-Africa	Minerals	Development	Centre	
(AMDC)	 terms	 of	 reference	 for	 this	 task	 state	
that	“The	Government	of	Guinea	has	requested	
for	 technical	 support	 from	 the	 Economic	
Commission	for	Africa	to	develop	a	taxation	and	
fiscal	 framework	 for	 its	minerals	sector	as	part	
of	the	process	of	realigning	sectoral	activities	to	
development	 priorities.	 The	 development	 of	 a	
policy	and	legal	framework	for	the	management	
of	 the	 minerals	 sector	 in	 Guinea	 will	 be	
underpinned	by	a	 review	of	 the	 tax	 levels	and	
types	and	other	fiscal	provisions	provided	in	the	
mining	Code.	This	is	critical	in	order	to	establish	
a	 better	 balance	 between	 regulation	 and	
operational	space	for	investors	on	the	one	hand,	
and	the	sharing	of	benefits	from	the	exploitation	
of	minerals	on	the	other.”7

Also,	 under	 the	 “Objectives	 and	 scope	 of	
activities”	 the	 terms	 of	 reference	 direct	 that	
“the	 consultant	 will	 …prepare…a	 roadmap	 and	
proposals	 on	 re-engineering	 the	 fiscal	 and	
taxation	 framework	 in	 Guinea.	 The	 proposals	
should	 include	 clear	 timelines.	 Based	 on	 the	
findings,	 the	 consultant	 will	 then	 provide	 the	
technical	support	and	develop	taxation	and	fiscal	
framework	proposals	 for	 the	Government.	The	
consultant	 will	 review	 the	 current	 framework,	
focusing	on	the	various	taxation	instruments	and	
fiscal	elements	of	the	mining	code	in	Guinea	and	
propose	changes	which	will	align	the	provisions	
to	 the	 national	 development	 objectives	 as	
well	 as	 to	 the	 aspirations	of	 the	Africa	Mining	
Vision	and	submit	proposals	 to	Government”.8 
Elsewhere,	 the	 terms	 of	 reference	 also	 refer	
to	 the	 Country	 Mining	 Vision	 Guidelines,	 in	
addition	to	the	AMV.

7	 	TOR	p5
8	 	TOR	p6
9	 	TOR	p7
10	 	TOR	p8
11	 	TOR	p9

With	 regard	 to	 the	 “methodological	 approach”	
the	terms	of	reference	state	that	“The	consultant	
will	undertake	a	scoping	mission	to	Guinea	for	
discussions	 with	 stakeholders	 on	 the	 various	
taxation	 instruments	 and	 fiscal	 elements	 of	
the	Mining	 Code	 in	 Guinea”9.	 Owing	 to	 time	
constraints	and	the	Ebola	emergency	however,	
the	 November	 2014	 mission	 was	 not	 able	 to	
engage	 meaningfully	 on	 taxation	 instruments	
and	 other	 fiscal	 elements	 of	 the	 new	 (2013)	
mining	code.	As	mentioned	earlier,	the	mission	
failed	 to	 interact	with	 the	 seminal	 Presidential	
“Ad-hoc	technical	committee	on	the	revision	of	
mining	 titles	 and	 conventions”.	 Consequently,	
this	 report	 may	 raise	 issues	 that	 have	 already	
been	investigated	and/or	resolved.

The	 “methodological	 approach”	 of	 the	 terms	
of	 reference	also	mentions	that	 the	consultant	
presented	 the	 study	 findings	 of	 the	 Guinean	
taxation	and	mining	fiscal	framework	proposals	
to	 the	Government	and	other	stakeholders	 for	
review	and	validation10.	This	appears	 to	 imply	
that	 a	 follow-up	 mission	 should	 be	 sent	 to	
Guinea	to	validate	the	proposals.

This	 is	 confirmed	 in	 the	 terms	 of	 reference	
“deliverables”,	 which	 make	 mention	 of	 the	
following	three	outputs:

a. Scoping	mission	report;

b.	 Taxation	 and	 fiscal	 framework	 proposal	
report;

c. Presentation	 of	 the	 report	 to	 Guinea	
Government	 and	 other	 stakeholders	 and	
finalization	of	proposals.”11

B.    Management of national mineral assets

The	 system	 of	 disposal	 (leasing)	 and	
management	 of	 mineral	 titles	 has	 a	 seminal	
and	 profound	 impact	 on	 the	 growth	 and	
development	 trajectory	 of	 the	 jurisdiction	
concerned.	 Over	 the	 past	 two	 centuries	 and	
since	 the	advent	of	 industrialization	 in	Europe,	
three	broad	trajectories	of	national	mineral	asset	
management	 systems	 have	 evolved	 globally	
(Figure	3):	
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Figure 3: Global mineral development systems

Source: Author.

“Normal” mineral regimes: Broadly	 comprising	
most	 of	 Europe	 (less	 so	 for	 southern	 Europe)	
and	 more	 recently,	 the	 developmental	 States	
(mainly	in	Asia).	

Origin of mining capital: In	 these	 jurisdictions,	
mining	was	 predominantly	 or	 even	 exclusively	
undertaken	by	nationals	or	national	companies	
(indigenous	capital	accumulation).

Development of mineral linkages:	 These	
jurisdictions	 had	 and	 still	 have	 robust	 linkages	
while	 their	 finite	 mineral	 resources	 were	 still	
extant:

װ  Strong	 fiscal	 linkages	 (low	 linkages	
abroad:	domestic	capital)	often	through	
national	 or	 quasi-national	 companies,	
especially	coal	and	iron/steel

װ  	 Strong	 downstream/forward	 linkages	
(value	 added),	 with	 most	 minerals	
going	into	the	industrialization	process	
(feedstocks)

װ  Strong	upstream/backward	(inputs:	

װ  capital	 goods	 consumables	 and	
services)

װ  Very	 strong	 knowledge	 linkages	 –	
science,	 technology,	 engineering	
and	 mathematics	 ((STEM)	 skills	 and	
research	 development	 and	 innovation	
(RDI))

װ  Strong	 spatial	 linkages	 with	 mining	
infrastructure	 (transport,	 power	 and	
water)	contributing	to	the	development	
of	the	national	infrastructure	platform

Development of indigenous mining capital: These	
regimes	 were	 typified	 by	 strong	 indigenous	
mining	 and	 allied	 (upstream	 and	 downstream)	
companies,	 while	 they	 still	 had	 significant	
mineral	assets.	Many	later	became	transnational	
corporations	with	offshore	operations.	

Intergenerational	 equity:	 It	 can	be	 argued	 that	
in	 these	 jurisdictions,	 mining	 contributed	 to	
intergenerational	equity	through	the	development	
of	the	linkages	and	the	re-investment	of	resource	
rents	into	other	forms	of	national	capital,	which	
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enhanced	 national	 competitiveness,	 thereby	
underpinning	 sustained	 growth,	 development	
and	industrialization

Post-colonial mineral regimes: Broadly	comprising	
most	 third	 world	 countries	 (former	 European	
imperial	 colonies).	These	 jurisdictions	generally	
have	 “free	mining”	 first-in-first-assessed	 (FIFA)	
regimes	 dating	 back	 to	 the	 Euro-imperial	
(colonial)	period.	Mining	regimes	were	also	later	
imposed	 by	 the	 Bretton	 Woods	 institutions,	
(the	 World	 Bank	 and	 International	 Monetary	
Fund),	 with	 the	 support	 of	 the	 Organization	
for	 Economic	 Cooperation	 and	 Development	
(OECD)	countries	and	their	mining	transnational	
corporations.

Origin of mining capital:	 Mineral	 resources	 are	
mainly	extracted	by	foreign	capital,	 in	the	form	
of	 foreign	 direct	 investment	 (FDI),	 often	 from	
tax	havens.	

Development of mineral linkages:	 These	
jurisdictions	 generally	 display	 extremely	 poor	
mineral	linkages	development:

װ  Low	fiscal	linkages:	usually	no	resource	
rent	tax	(RRT),	tax	leakage	offshore	and	
internally	through	corruption	and	poor	
tax	collection	capacity

װ  Very	 limited	 downstream	 (forward)	
linkages	(value	addition	offshore)

װ  Very	 weak	 upstream	 (backward)	
linkages	(import	of	inputs)

װ  Very	low	knowledge	(STEM	skills,	RDI)	
linkages	 (RDI	 and	 skilling	 undertaken	
offshore)

װ  Poor	 spatial	 linkages	 (infrastructure).	
Mining	 is	 generally	 an	 enclave	
surrounded	by	poverty

Development of indigenous mining capital: These	
regimes	 display	 almost	 no	 development	 of	
indigenous	 capital	 in	mining	 and/or	 upstream/
downstream	industries	(mainly	alien	capital	and	
control).

Intergenerational equity: Mining	 generally	
contributes	 to	 intergenerational	 inequity,	 as	
finite	 resource	 rents	 are	 not	 ploughed	 back	

12	 	Hartwick’s	rule	for	sustainability	prescribes	reinvesting	resource	rents,	thus	keeping	the	value	of	net	investments	equal	to	zero.	
The	rule	defines	the	amount	of	investment	in	produced	capital	(buildings,	roads,	knowledge	stocks,	etc.)	that	is	needed	to	exactly	offset	
declining	stocks	of	non-renewable	resources.	This	investment	is	undertaken	so	that	the	standard	of	living	does	not	fall	as	society	moves	
into	the	indefinite	future.	See:	Hartwick,	John	M.	[1977]	“Intergenerational	equity	and	the	investment	of	rents	from	exhaustible	resources”	
American	Economic	Review,	67,	December,	pp.	972-74.
13	 	See:	Madison,	Angus	2001	“The	World	Economy:	A	Millennial	Perspective”,	OECD	Paris

into	 other	 forms	 of	 capital	 (Hartwick’s	 rule12),	
with	the	finite	mineral	rents	ending	up	offshore,	
legally	or	illegally,	resulting	in	national	“genuine	
dissaving”.	

Growth, development and industrialization: 
These	regimes	generally	display	low	growth	and	
development	 (except	 during	 resource	 booms),	
and	meagre	industrialization.

Conquistador mineral regimes: These	 comprise	
the	 European	 invasion	 territories	 (former	
European	settler	colonies	or	“Western	offshoot”13 
economies),	where	the	indigenous	nations	were	
by	 and	 large	 exterminated	 or	 marginalized	
and	 replaced	 by	 European	 invaders/settlers,	
in	 regions	 such	 as	 the	Americas,	 Oceania	 and	
Southern	Africa.	

Origin of mining capital:	 Foreign	 invaders	
plundered	mineral	assets,	while	mining	was,	and	
still	is,	mainly	developed	by	a	mix	of	local	settler	
capital	 and	 FDI.	These	 jurisdictions	 developed	
the	 “free-mining”	 (FIFA)	 systems	 for	 foreigners	
only,	and	generally	excluded	indigenous	miners.	
These	foreigners	included	miners	from	California	
mining	camps,	 those	 involved	 in	 the	Australian	
gold	 rushes	 and	 from	 the	 Kimberly	 diamond	
mines.	It	was	a	“Democracy	of	[foreign]	Diggers”.	

Development of mineral linkages: These	regimes	
display	a	wide	variation	 in	 the	development	of	
mineral	 linkages,	 with	 the	 northern	 European	
invaders	 developing	 stronger	 mineral	 linkages	
(in	North	America	and	Oceania)	than	those	from	
southern	Europe	(in	Latin	America):	

װ  Low	 to	 medium	 fiscal	 linkages	 and	
a	 few	 State	 mining	 companies	 often	
for	 ideological	 (free-market)	 reasons,	
especially	in	the	territories	invaded	by	
northern	 Europeans	 (Canada,	 United	
States	of	America	and	Oceania)

װ  Varied	downstream	value	addition	(low	
for	Latin	America	and	higher	for	others)

װ  Varied	 upstream	 (inputs)	 linkages	
development	 (low	 for	 Latin	 America	
and	very	high	for	North	America)

װ  Medium	 to	 high	 knowledge	 linkages:	
Initially	 imported	 skills	 (alien	 settlers)	
but	 lower	 skills	 acquisition	 in	 Latin	
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America	 (lower	 skills	 in	 the	 invader	
source	countries)14

װ  Medium	to	high	development	of	spatial	
linkages	(infrastructure),	again	generally	
splitting	 along	 the	 original	 northern	
southern	European	invader	lines.

Development of indigenous mining capital: Almost	
zero	development	of	mining	capital	of	indigenous	
people,	who	were	generally	all	but	wiped	out	in	
Argentina,	 Australia,	 Brazil,	 Cape	 Colony,	 the	
United	States	of	America	and	others,	and	often	
prohibited	 from	obtaining	mineral	 titles,	which	
were	 reserved	 for	 aliens).	 In	 the	 territories	
dominated	 by	 northern	 European	 invaders,	
there	was	 rapid	development	of	 settler	mining	
capital,	but	less	so	for	the	other	territories.

Intergenerational equity: Unsurprisingly,	
these	 jurisdictions	 are	 characterized	 by	
intergenerational	indigenous	inequity,	but	often	
display	intergenerational	settler equity.	This	was	
less	so	for	States	invaded	by	southern	Europeans.

Growth, development and industrialization: High	
for	 the	 northern	 European	 invasion	 territories	
and	lower	for	the	southern	European	ones.

Most	States	display	some	elements	of	more	than	
one	of	these	trajectories.

The	seminal	question	for	Guinea	has	to	be	how	
to	 move	 from	 trajectory	 2	 (post-colonial)	 to	
trajectory	 1	 (normal/developmental).	 Clearly,	
trajectory	 3	 (conquistador)	 is	 not	 a	 viable	
option	(alien	development	of	 its	mineral	assets	
and	 marginalization	 of	 Guineans	 (enclave	
development)).	 Nevertheless,	 many	 Western	
agencies,	 Governments	 and	 enterprises	 hold	
up	 the	 free-mining	 principles	 of	 trajectory	 3	
as	 “best	 practice”	 for	 developing	 countries15,	
albeit	with	some	corporate	social	responsibility	
and	corporate	social	investment.	

African	 mineral	 regimes,	 including	 Guinea,	
are	 essentially	 based	 on	 the	 principle	 of	 “free	
mining”,	 or	 ‘free	 entry’.	 Barton16	 defines	 free	
mining	as	including:

• “A	right	of	free	access	to	lands	in	which	the	

14	 	See	for	example	Maloney,	W.	F.	2011	“Beyond	the	Resource	Curse”,	Development	Economics	Research	Group

World	Bank,	ppt	Johannesburg,	June	2011	and	“Missed	Opportunities:	Innovation	and	Resource-Based	Growth	in	Latin	America”,	World	
Bank	2002
15	 	For	example	the	Neocon	Fraser	Institute	in	Canada
16	 	Barton,	B.J.	(1993)	Canadian	Law	of	Mining	(Canadian	Institute	of	Resources	Law,	Calgary).
17	 	Campbell,	B.	(2010)	‘Revisiting	the	Reform	Process	of	African	Mining	Regimes’	in	Canadian	Journal	of	Development	Studies	Vol.	
30,	Nos.	1–2,	pp.	197–217.
18	 	Laforce,	M.,	Lapointe,	U.	and	Lebuis,	V.	(2009)	‘Mining	Sector	Regulation	in	Quebec	and	Canada:	Is	a	Redefinition	of	Asymmetrical	
Relations	Possible?’	in	Studies	in	Political	Economy	Vol.	84,	Fall,	pp.	47–78.

minerals	are	in	public	ownership	

• A	 right	 to	 take	 possession	 of	 them	 and	
acquire	 title	 by	 one’s	 own	 act	 of	 staking	 a	
claim and 

• A	right	to	proceed	to	develop	and	mine	the	
minerals	discovered	(p.	193)”

African	 mineral	 regimes	 broadly	 fit	 into	
the	 reformulation	 process	 initiated	 and/or	
sponsored	by	 the	World	Bank	 (and	 associates)	
from	 the	 late	 1980s	 until	 the	 present.	 In	 this	
regard,	 Professor	 Bonnie	 Campbell	 notes	
that17	“.	.	.	certain	elements	of	the	free	mining	
doctrine	 that	animated	 the	nineteenth-century	
formulation	of	mining	regimes	 in	the	American	
and	 British	 spheres	 have	 also	 guided	 the	
liberalization	process	of	African	mining	regimes	
over	 the	 1980s	 and	 1990s.	 One	 of	 the	ways	
this	came	about	was	through	the	retrenchment	
of	State	authority,	which	in	turn	contributed	to	
the	institutionalization	of	asymmetrical	relations	
of	 power	 and	 influence	 that	 had	 important	
consequences	 for	 local	 political	 processes,	
local	participation,	and	community	welfare.	The	
approach	consequently	helps	to	explain	some	of	
the	 social,	 economic,	 environmental	 or	 human	
rights	 impacts	 of	 these	 regimes,	 and	 prompts	
one	 to	 question	 the	 extent	 to	 which	 current	
mining	 regime	 reform	 processes	 in	 Africa	 can	
transform	the	asymmetrical	power	relations	that	
have	typified	mining	activities	on	the	continent	
in	the	past”	(p.	199).

Free	mining	 refers	 to	 the	mining	 regimes	 that	
were	 established	 in	 the	 European	 colonial	
conquests,	 including	 Guinea.	 Laforce	 and	
others18	 maintain	 that	 free	 mining	 “privileges	
the	values	and	interests	of	mining	companies,	in	
contrast	to	those	of	Aboriginal	groups”,	and	that	
it	 was	 primarily	 designed	 to	 attract	 European	
settlers	 to	 expropriate	 the	 land	 and	 minerals	
and	 neutralize	 the	 indigenous	 populations	 in	
the	 Americas,	 Africa,	 Oceania	 and	 elsewhere.	
The	 mineral	 regimes	 of	 Canada	 and	 Australia	
are	modern	equivalents	of	free-mining	regimes,	
which	 are	 unsurprisingly	 strongly	 favoured	 by	
the	 transnational	 mining	 corporations	 and	 the	
World	Bank.	Guinea’s	mining	laws	contain	many	
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elements	of	the	free-mining	regime,	particularly	
the	FIFA	free-mining	principle,	which	dispenses	
the	 people’s	 mineral	 assets	 gratis,	 rather	 than	
seeking	 price	 discovery	 and	 the	 maximization	
of	 the	 developmental	 impacts.	 Fundamentally,	
according	to	Lapointe,	“The	free-mining	system	
limits	 the	 authority	 and	 discretionary	 powers	
of	 governments,	 and	 as	 such,	 their	 ability	 to	
discharge	some	of	their	responsibilities”.19

A	 Guinean	 resource-based	 development	
strategy	should	rather	seek	to	establish	a	mineral	
regime	 that	 competitively	 and	 transparently	
concessions	all	“known”	mineral	assets	as	time-
limited	leases	to	achieve	optimal	resource	rents	
and	 economic	 linkages.	 Price	 discovery	 could	
include	both	bidding	up	fiscal	criteria	(tax	rates,	
such	as	resource	rent	taxes)	and	developmental	
criteria	 (economic	 linkages,	 infrastructure	 and	
skills	and	technology	development).

The	wholesale	handing	out	of	Guinea’s	mineral	
assets	 (colonial	FIFA	system)	has	probably	cost	
the	country	thousands	of	 jobs,	 including	 those	
that	could	have	been	catalyzed	in	other	sectors,	
particularly	 in	 up-,	 down-	 and	 side-stream	
investments.	 In	 general,	 mineral	 investors	 will	
tend	to	have	a	much	better	idea	of	the	value	of	
the	State’s	mineral	assets	 than	 the	State	 itself,	
and	competitive	auctioning	(concessions)	would	
be	 an	effective	method	of	 achieving	 fair	value	
(taxation	 rates)	 and	 developmental	 goals,	 by	
testing	 the	 market’s	 appetite	 for	 establishing	
industrial	 linkages.	Where	 there	 is	 little	 or	 no	
geo-data	 however,	 an	 auction	 is	 unlikely	 to	
flush	 out	 fair	 value	 and	 these	 terrains	 should	
first	 be	 thoroughly	 surveyed	 by	 the	 State	
(geosurvey	 departments	 or	 sub-contractors)	
before	 auctioning	 via	 a	 time-limited	 mining	
concession	 (lease)	 or	 opened	 up	 for	 private	
exploration	(where	the	asset	is	considered	to	be	
non-auctionable).

The	 State	 should	 conduct	 a	 high-level	 geo-
potential	classification	of	its	territory	into	three	
types	of	mineral	terrains:

1. Terrains	with	unknown	mineral	assets:	These	
could	be	opened	up	 for	 the	private	 sector	
to	 obtain	 time-limited	 exploration	 licenses	
in	order	to	facilitate	new	“discoveries”	(new	
State	assets)	on	a	FIFA	basis,	 to	guarantee	
the	 granting	 of	 a	 mining	 license	 if	 a	 new	

19	 Lapointe,	U.	(2009)	‘Origins	of	Mining	Regimes	in	Canada	and	the	Legacy	of	the	Free	Mining	System’.	Conference	on	‘Rethinking	
Extractive	Industry:	Regulation,	Dispossession,	and	Emerging	Claims’,	Centre	for	Research	on	Latin	America	and	the	Caribbean	and	the	
Extractive	Industries	Research	Group,	York	University,	Toronto.
20	 Mining	Journal	Supplement,	Feb	2009,	“Finland”	

mineral	asset	is	discovered	and	the	company	
complies	with	all	prevailing	mining	laws	and	
regulations	 .	However,	a	FIFA	 regime	must	
have	a	 rate	of	 return	 (RoR)	 tax	so	 that	 the	
State	 gets	 an	 equitable	 return	 from	 high	
rent	 deposits	 that	 embody	 high	 resource	
rents.	The	 regulatory	 framework	must	 also	
facilitate	the	development	of	all	 the	crucial	
economic	linkages;

2.	 Terrains	with	known	mineral	assets:	Known	
and	unencumbered	mineral	terrains	could	be	
prepared	for	public	tender	by	the	geological	
survey	department	(GTK	in	Finland	develops	
mineral	targets	for	tender20)	or	transferred	
to	a	State	minerals	development	vehicle,	the	
Société	 Guinéenne	 du	 Patromoine	 Minier,	
and	 prepared	 for	 competitive	 concessions.	
However,	oversight	of	the	auctioning	process	
might	be	best	undertaken	by	an	adequately	
resourced	dedicated	State	concessions	and	
compliance	commission	under	 the	Ministry	
of	 Finance.	 Such	 a	Commission	 could	 also	
develop	 and	 help	 build	 capacity;	 oversee	
other	 competitive	 concessions	 through	
Public-Private	 Partnerships	 in	 the	 forestry,	
fisheries	 and	 infrastructure	 industries;	 and	
ensure	 ongoing	 monitoring	 and	 evaluation	
of	 the	 concession	 conditions	 as	 well	 as	
industrial	commitments,	with	the	Ministry	of	
Mines.	An	example	of	a	bid	scoring	matrix,	
for	 the	 public	 tender	 of	 known	 deposits,	
which	 attempts	 to	 maximize	 the	 mineral	
linkages,	is	shown	in	Table	3.

3.	 Terrains	with	partially	known	mineral	assets.	
These	 contain	mineral	 occurrence	 that	 are	
not	 known	 to	 a	 level	 that	would	 allow	 for	
a	 successful	 public	 tender	 process.	 These	
areas	 should	 be	 reserved	 for	 further	work	
by	DNRGH,	subcontractors	and	the	Société	
Guinéenne	 du	 Patromoine	 Minier	 (State	
mining	company).
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Figure 4: Leasing of mineral properties

Source:	Adapted	from	Jourdan	2011.21

With	 increased	 investment	 in	 resource	
mapping	 and	 geodata	 acquisition,	 areas	would	
be	 reclassified	 from	 high	 risk	 to	 low	 risk.	
Unfortunately,	the	most	geologically	prospective	
parts	of	the	country	have	already	been	
21	 Jourdan	2011,	“Africa’s	mineral	resources:	what	must	be	done	to	make	them	drivers	of	development”	in	“Advocates	for	Change:	
How	to	Overcome	Africa’s	Challenges”	Ed.	Moeletsi	Mbeki,	Pan	Macmillan	SA,	2011.

concessioned,	usually	with	no	attempt	at	price	
discovery	 or	 maximization	 of	 their	 industrial	
development	 potential	 (though	 freeing	 up	 the	
Simandou	 North	 iron	 ore	 resource	 provides	 a	
unique	 opportunity).	 Almost	 all	 new	 Guinean	

Table 3: Example of a mineral concession bid evaluation matrix

Source: adapted from Jourdan and others, 2012.

Element Mechanism Scoring (example: Ʃ100%)

Fiscal: Tax Rate (e.g. RRT) Bid	up	from	base	tax	rate
Top	bid	35,	bottom	0,	pro-
rata	in-between

Spatial: Extra infrastructure 
%	extra	capacity	times	the	base-need	capex	for	power,	
transport,	water	=	Ʃextra$	

Top	bid	15,	bottom	0,	pro-
rata	in-between

Downstream investments
%	extra	VA	above	base	product	(ore,	conc)	exports	@	
5y,	10y,	15y	=	Ʃ%VA

Top	bid	20,	bottom	0,	pro-
rata	in-between

Upstream investments %	local	VA	purchases	@	5y,	10y,	15y	=	Ʃ%VA	
Top	bid	20,	bottom	0,	pro-
rata	in-between

Knowledge formation 
targets

Bid	up	local	HRD/R&D	spend	from	5%	of	pay-roll/
annum 

Top	bid	10,	bottom	0,	pro-
rata	in-between

Total 100%
∑:	sum	of;	RRT:	Resource	Rent	Tax;	VA:	value	added;	HRD:	Human	Resources	Development;	R&D:	Research	&	
Development
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titles	 acquired	 in	 the	 last	 30	 years	 were	 not	
“discovered”,	but	rather	based	on	known	assets,	
particularly	 old	 mines	 or	 workings	 and	 old	
exploration	targets.

This	assures	the	State	that	the	higher	resource	
tax	rate	and	stronger	 investment	will	not	make	
the	 country	 less	 attractive,	 as	 the	 top	 bidder	
will	 bid	 exactly	 what	 it	 is	 comfortable	 with.	
Transparent,	open,	 fair	 and	competitive	 tender	
is	the	only	method	of	getting	the	true	value	of	a	
particular	deposit	over	the	life	of	the	resource,	
terms	 of	 price	 discovery,	where	 “value”	 to	 the	
State	 is	 determined	 by	 the	 tax	 rate	 and	 the	
development	of	the	domestic	linkages.

The	 mineral	 lease	 system	 of	 Guinea	 is	 based	
on	the	application	for	an	exploration	or	staking	
permit	 (FIFA	 system).	 It	 dates	 back	 to	 the	
colonial	era,	when	 the	country	was	conquered	
and	occupied	by	 the	French	Empire.	 It	 is	 fairly	
typical	 of	 the	 colonial	 mineral	 regimes	 put	 in	
place	 by	 European	 invaders	 in	 the	 nineteenth	
century	all	over	the	imperial	Europe	world	(but	
not	in	Europe	itself).	

C.      The foreign capital “linkages trade-off”

In	order	to	rapidly	acquire	the	requisite	capital,	
skills	 and	 technology,	 most	 African	 States	
are	 attempting	 to	 attract	 FDI	 to	 develop	 their	
mineral	 assets	 (rather	 than	 mainly	 relying	 on	
indigenous	 domestic	 capital).	 However,	 this	
could	severely	compromise	the	realization	of	the	
seminal	mineral	linkages:

1. Fiscal	 linkages:	 Foreign	 companies	 must	
be	 permitted	 to	 transfer	 their	 share	 of	
returns	 abroad,	 rather	 than	 reinvest	 it	 in	
Guinea	(which	domestic	capital	would	more	
likely	 have	 undertaken)	 and	 transnational	
corporations	 have	 much	 more	 scope	 and	
incentive	 to	 transfer	 price	 (tax	 evasion),	
especially	FDI	from	“tax	havens”;

2.	 Backward	 linkages:	 transnational	
corporations	 have	 global	 purchasing	
strategies	 which	 are	 less	 likely	 to	 develop	
local	supplier	industries	and	services;

3.	 Forward	linkages:	transnational	corporations	
tend	 to	 optimize	 their	 global	 processing	
facilities	and	claim	“core	competence”	(dirt-
digging),	which	can	deny	 local	downstream	
opportunities;

4. Knowledge	 linkages:	 transnational	
corporations	 locate	 their	 high	 level	 HRD	

and	 technology	 development	 (RDI)	 in	
OECD	countries,	thereby	denying	Africa	the	
development	of	these	critical	linkages;

5. In	the	longer	term,	there	are	clearly	political	
downsides	 to	 national	 resources	 being	
dominated	 by	 foreign	 capital,	 with	 the	
concomitant	 transfer	 of	 resource	 rents	
offshore.

These	 threats,	 however,	 can	 all	 be	 overcome	
with	appropriate	mineral	policies	and	strategies	
and	 the	 capacity	 to	 implement	 them,	 Market	
forces	 alone,	 without	 State	 intervention,	 will	
merely	exacerbate	them.

The	public	tender	of	mineral	assets	would	allow	
for	each	of	the	FDI	constrained	linkages	above	
to	be	bid	up,	so	as	to	get	the	best	outcome	for	
the	State/people.	For	mining	licenses	emanating	
from	 an	 exploration	 license	 (automaticity),	
a	 variety	 of	 instruments	 would	 have	 to	 be	
included	 in	 the	 mining	 law	 and	 regulations	 to	
overcome	the	inevitable	FDI	tendency	towards	
linkage	destruction	(in	order	to	maximize	returns	
to	offshore	shareholders).

History	 clearly	 shows	 that	 in	 countries,	which	
achieved	 strong	 linkage	development,	minerals	
were	 predominantly	 extracted	 by	 indigenous	
mining	capital	 (Figure	3,	 trajectory	1)	or	settler	
mining	capital	(Figure	3,	trajectory	3).

D.     The African Union Africa Mining Vision 
and Country Mining Vision guidelines

The	 “Context/Background”	 of	 the	 terms	 of	
reference	mentions	 that	 the	project	 should	be	
in	line	with	the	aspirations	of	the	African	Union,	
the	Africa	Mining	Vision	and	the	Country	Mining	
Vision	(CMV)	Guidebook.

The African Union Africa Mining Vision
The	goal	of	the	Africa	Mining	Vision	is	to	“create	
a	transparent,	equitable	and	optimal	exploitation	
of	 mineral	 resources	 to	 underpin	 broad-
based	 sustainable	 growth	 and	 socioeconomic	
development”

This	shared	vision	will	comprise:

• “A	 knowledge-driven	African	mining	 sector	
that	catalyses	and	contributes	to	the	broad-
based	 growth	 and	 development	 of,	 and	 is	
fully	integrated	into,	a	single	African	market	
through:

 ₌ Downstream	linkages	into	mineral	
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beneficiation	and	manufacturing

 ₌ Upstream	 linkages	 into	 mining	
capital	 goods,	 consumables	 and	
services	industries

 ₌ Sidestream	 linkages	 into	
infrastructure	 (power,	 logistics,	
communications	 and	 water)	
and	 skills	 and	 technology	
development	 (human	 resource	
development	 and	 research	 and	
development)

 ₌ Mutually	 beneficial	 partnerships	
between	 the	 State,	 the	
private	 sector,	 civil	 society,	
local	 communities	 and	 other	
stakeholders

 ₌ A	 comprehensive	 knowledge	 of	
its	mineral	endowment

• A	 sustainable,	 well-governed,	 safe,	
healthy,	 gender	 and	 ethnically	 inclusive,	
environmentally	 friendly	 and	 socially	
responsible	 mining	 sector	 that	 effectively	
garners	 and	deploys	 resource	 rents,	 and	 is	
appreciated	by	surrounding	communities.	

• A	 mining	 sector	 that	 has	 become	 a	 key	
component	 of	 a	 diversified,	 vibrant	 and	
globally	 competitive	 industrializing	 African	
economy.

• A	mining	sector	that	has	helped	establish	a	
competitive	African	 infrastructure	 platform	
through	 the	maximization	 of	 its	 propulsive	
local	and	regional	economic	linkages.

• A	mining	sector	that	optimizes	and	husbands	
Africa’s	finite	mineral	resource	endowments	
and	 that	 is	 diversified,	 incorporating	 both	
high	value	metals	and	lower	value	industrial	
minerals	at	both	commercial	and	small-scale	
levels.

• A	mining	sector	that	harnesses	the	potential	
of	 artisanal	 and	 small-scale	 mining	 to	
stimulate	 local/national	 entrepreneurship,	
improve	livelihoods	and	advance	integrated	
rural	social	and	economic	development.	

• A	 mining	 sector	 that	 is	 a	 major	 player	 in	
vibrant	and	competitive	national,	continental	
and	 international	 capital	 and	 commodity	
markets.”22

22	 	AMV	2009	pV
23	 	AMV	2009	p18

Nearly	 all	 of	 these	 have	 implications	 for	 a	
mineral	 fiscal	 regime,	 directly	 through	 taxes,	
tariffs,	 levies,	 ground	 rents	 and	 permits,	 or	
indirectly	 through	 incentives	 or	 disincentives	
or	 even	 mineral	 license	 or	 lease	 conditions	
and	 obligations	 that	 impact	 on	 the	 return	 on	
investment	and	consequently	on	the	extent	 to	
which	direct	fiscal	instruments	may	be	used	and	
still	remain	attractive	for	investment.

The	most	important	fiscal	element	of	the	Africa	
Mining	 Vision	 is	 the	 goal	 to	 “create	 a	 mining	
sector	 that	 effectively	 garners	 and	 deploys	
resource	 rents”,	 backed	 by	 the	 instruments	 to	
optimize	 the	 overall	 impact	 of	 mining	 on	 the	
domestic	economy.	This	is	realized	through	the	
seminal	 mineral	 economic	 linkages	 (upstream,	
downstream	 and	 sidestream).	 These	 linkages	
include:

• “Equitable	share	of	the	resource	rents.

• A	flexible	fiscal	regime,	which	is	sensitive	to	
price	 movements	 and	 stimulates	 national	
development.

• Third-party	 access	 to	 the	 resource	
infrastructure,	particularly	transport,	energy	
and	water,	at	non-discriminatory	tariffs.

• Development	of	the	local	resource	supplier/
inputs	 sector	 (particularly	 capital	 goods,	
services	 and	 consumables),	where	 feasible,	
through	 the	 use	 of	 flexible	 local	 content	
milestones.

• Establishment	 of	 resource	 processing	
industries	through	the	use	of	flexible	value-
addition	 (beneficiation)	 milestones	 and	
incentives	 and	 the	 upfront	 stipulation	 of	
competitive	 pricing	 of	 resource	 outputs/
products	on	the	domestic	market,	for	the	life	
of	the	project.

• Development	of	local	human	resources	and	
technological	 capacity	 through	 stipulated	
investments	 in	 training	 and	 research	 and	
development,	preferably	in	partnership	with	
the	State	(joint	or	matching	funding).

• Provisions	 that	 safeguard	 transparency	
and	 good	 governance	 as	 well	 as	 enforce	
internationally	acceptable	safety	and	health	
standards,	 environmental	 and	 material	
stewardship,	 corporate	 social	 responsibility	
and	preferential	recruitment	of	local	staff.”23



14
Table	4	compares	the	fiscal	revenue	impact	(and	
conversely	 the	 return	 on	 investment	 impact),	
with	 the	 degree	 of	 difficulty	 (administrative	
and	 industry	“push-back”),	where,	 the	difficulty	
is	 generally	 higher	 than	 the	 impact.	 This	 is	
because	 the	 international	 mining	 companies	
and	 their	 host	 countries	 and	 agencies	 wield	
more	 power	 than	 the	 very	 African	 countries	
they	are	operating	in,	while	international	mining	
companies	are	reluctant	to	set	a	precedent	that	
may	 be	 copied	 by	 other	 developing	 countries	
(“thin	edge	of	the	wedge”).

Specifically,	on	garnering	an	equitable	share	of	
the	resource	rents,	 the	AMV	recommends	that	
a	 resource	 rent	 tax	should	be	 introduced	 in	all	
African	Union	member	States:

• “Self-adjusting	 resource	 tax	 regimes,	which	
augment	with	increasing	profitability	and	thus	
allow	the	State	to	garner	windfall	rents	during	
commodity	booms,	are	preferable	to	straight	
taxes	as	a	percentage	of	profit	systems.	Such	
rate-of-return	 (ROR)	 or	 profitability-based	
fiscal	regimes	are	a	percentage	of	turnover	or	

24	 	AMV	2009

revenue	rather	than	straight	profit.	They	are	
more	 commonplace	 in	 oil	 and	 gas	 regimes	
than	 mineral	 regimes,	 but	 are	 perceived	
to	 be	 more	 complicated	 to	 determine	
than	 straight	 profit-based	 systems.	 This,	
however,	should	not	be	overly	problematic	
for	 commodities	 with	 terminal	 markets	
(which	 experience	 constant	 international	
price	 fixes),	 as	 turnover	would	 simply	 be	 a	
function	of	volume	and	a	transparent	price.	
Creative	 bookkeeping	 depends	 mainly	 on	
the	 determination	 of	 the	 profit,	 which	 is	

common	to	both	systems.”24

In	order	to	determine	the	best	equitable	share	
for	 any	 specific	 mineral	 deposit	 (license/lease)	
the	AMV	proposes:

• “Competitive	 auctioning	 of	 prospective	
resource	“blocks”:	While	this	is	commonplace	
in	oil	and	gas,	fisheries	and	forestry/logging	
regimes,	it	is	seldom	used	in	mineral	regimes.	
Most	African	mineral	 regimes	tend	to	have	
attractive	 nationally	 applicable	 mineral	 tax	
systems	 designed	 to	 attract	 investors	 to	

Table 4: Africa Mining Vision objective, fiscal impact and degree of difficulty

Africa Mining Vision
Fiscal/ROI 
impact

Difficulty

Equitable	share	of	the	resource	rents	 Very	high Very	high

Flexible	fiscal	regime,	which	is	sensitive	to	price	movements	and	stimulates	national	
development

Medium	 Medium-High

Third-party	access	to	the	resource	infrastructure,	(particularly	transport,	energy	and	
water)	at	non-discriminatory	tariffs

Low High

The	development	of	the	local	resource	supplier/inputs	sector,	where	feasible	
(particularly	capital	goods,	services	and	consumables),	using	flexible	local	content	
milestones

Low-medium	 High

Establishment	of	resource	processing	industries,	using	flexible	value-addition	
(beneficiation)	milestones	and	incentives	

Medium	 High

the	upfront	stipulation	of	competitive	pricing	of	resource	outputs/products	on	the	
domestic	market,	for	the	life	of	the	project;

Low Medium

The	development	of	local	human	resources	and	technological	capacity	through	
stipulated	investments	in	training	and	research	and	development,	preferably	in	
partnership	with	the	State	(joint	or	matching	funding)	

Low Medium

Provisions	that	safeguard	transparency	and	good	governance	as	well	as	enforce	
internationally	acceptable	safety	and	health	standards,	environmental	and	material	
stewardship,	corporate	social	responsibility,	and	preferential	recruitment	of	local	staff

Low	 Low-medium	

Source: AMV 2009 and author’s estimates (columns 2 and 3).
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explore	 high-risk,	 unknown	 terrains,	 no	
matter	the	relative	prospectivity	–	a	more	or	
less	“one	size	fits	all”	issue.	Converting	from	
an	 exploration	 license	 to	 a	 mining	 license,	
however,	 is	 virtually	 automatic,	 meaning	
that	once	 the	exploration	 license	 is	 issued,	
the	State	has	 little	 control	over	 the	mining	
tax	regime,	no	matter	how	profitable	or	rich	
the	deposit.	In	general,	mineral	investors	will	
tend	to	have	a	much	better	idea	of	the	value	
of	 the	prospective	block	 than	 the	 State	or	
would.	 In	 some	 circumstances,	 it	 may	 be	
an	effective	method	of	achieving	fair	value.	
Where	there	is	little	or	no	geodata,	however,	
an	auction	is	unlikely	to	flush	out	fair	value.	
These	 terrains	 would	 be	 best	 governed	
through	 a	 transparent	 rate	 of	 return	 tax	
system.

Consequently,	not	all	mineral	occurrences	have	
resources	that	are	known	to	a	level	of	confidence	
that	 would	 permit	 a	 fruitful	 tender	 to	 obtain	
“price	discovery”	(true	value).	Consequently	the	
AMV	proposes	the:

• “Differentiation	 of	 resource	 terrains	 based	
on	potential.	Following	best	practice	in	the	
oil	and	gas	sector,	this	system	would	divide	a	
country	into	areas	of	high	risk	(low	geological-
data)	 and	 areas	 of	 low	 risk	 over	 known	
metallogenic	 terrains,	 such	 as	 the	 African	
Goldbelts,	layered	complexes,	coalfields	and	
the	Zambia	and	Congo	copperbelt.

• A	 fixed	 rate	 of	 return-based	 tax	 system	
could	apply	to	the	exploration	terrain,	while	
the	delineation	terrain	would	be	auctioned	
off	as	blocks	and	the	State	tax-take	or	rent	
share	would	be	the	main	bidding	criteria	for	
flushing	out	the	optimal	deal	 for	the	State.	
With	 increased	 investment	 in	 resource	
mapping	(geo-survey:	DNRGH	and	geo-data	
acquisition),	areas	would	be	reclassified	from	
high	 risk	 (exploration:	 low	 conditionality,	
ROR	 tax	 system)	 to	 low	 risk	 (delineation:	
high	conditionality,	bid	tax	system)	and	vice-
versa.

However,	 there	 will	 always	 be	 a	 grey	 area	
between	known	 (auction)	and	unknown	assets	
(exploration	license)	of	partly	known	or	indicated	
resources.	 This	 gap	 could	 possibly	 be	 best	
dealt	with	by	allowing	a	 form	of	public-private	
partnership	 exploration	 (geo-survey),	 where,	
if	 a	 viable	 resource	 is	 delineated,	 the	 private	

25	 	AMV	2009

exploration	 company	 is	 guaranteed	 step-in	
rights,	when	the	resource	is	eventually	auctioned.	
This	 is	 done	 in	 oil	 and	 gas	 exploration,	where	
seismic	 survey	 companies	 are	 recompensed	
partly	or	 fully	with	step-in	 rights	 to	any	blocks	
later	 auctioned	 in	 the	 survey	area.	The	 size	of	
the	 “earned”	 step-in	 rights	 (5	 per	 cent	 to	 20	
per	cent)	would	be	determined	by	the	cost	and	
extent	of	the	exploration	programme,	as	well	as	
the	prospectivity	of	the	terrain.”25

The	State’s	ability	to	optimize	leasing	(licensing)	
of	 its	 natural	 resource	 assets	 is	 concentrated	
at	 the	 outset	 (conclusion	 of	 the	 exploitation	
contract)	 as	 it	 is	 difficult	 to	 fundamentally	
renegotiate	 contracts	 at	 a	 later	 stage	 without	
sending	negative	signals	 to	 investors	as	 to	 the	
certainty	of	contracts.	 It	 is	 therefore	 important	
to	identify	all	the	critical	resource	linkages	at	the	
outset	 (in	 the	 resource	 exploitation	 contract/
lease/license),	 even	 if	 the	 local	 economy	 is	
not	yet	in	a	position	to	take	advantage	of	such	
opportunities.	 The	 most	 important	 aspects	 in	
this	regard	include:

• Equitable	share	of	the	resource	rents.	

• Flexible	 fiscal	 regime,	which	 is	 sensitive	 to	
price	 movements	 and	 stimulates	 national	
development.

• Third-party	 access	 to	 the	 resource	
infrastructure	(particularly	transport,	energy	
and	water)	at	non-discriminatory	tariffs.

• Development	of	the	local	resource	supplier/
inputs	 sector,	 where	 feasible	 (particularly	
capital	 goods,	 services	 and	 consumables),	
through	 the	 use	 of	 flexible	 milestones	 to	
assess	 progress	 towards	 enhancing	 local	
content.

• Establishment	 of	 resource	 processing	
industries	through	the	use	of	flexible	value	
addition	 (beneficiation)	 milestones	 and	
incentives	 and	 the	 upfront	 stipulation	 of	
competitive	 pricing	 of	 resource	 outputs/
products	in	the	domestic	market,	for	the	life	
of	the	project.

• The	development	of	local	human	resources	
and	technological	capacity	through	stipulated	
investments	 in	 training	 and	 research	 and	
development,	preferably	in	partnership	with	
the	State	(joint	or	matching	funding).

• Provisions	 that	 safeguard	 transparency	
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and	 good	 governance,	 and	 enforce	
internationally	acceptable	safety	and	health	
standards,	 environmental	 and	 material	
stewardship,	 corporate	 social	 responsibility	
and	preferential	recruitment	of	local	staff.

The Country Mining Vision

“Migrating	 the	 AMV	 at	 the	 country	 level	 is	 a	
necessary	 step	 towards	 the	 realization	 of	 the	
vision.	 The	 Country	 Mining	 Vision	 (CMV)	 is	

26	 	AMDC	2014,	“A	Country	Mining	Vision	(CMV)	Guidebook:	Domesticating	the	Africa	Mining	Vision”,	Addis	Ababa,	p15.
27	 	AMV	2009,	quoted	in	CMV	2014.

designed	as	a	tool	for	facilitating	domestication	
of	the	AMV	at	country	level.”26

Country Mining Vision: Mineral fiscal guidelines
The	CMV	chapter	on	“Fiscal	Regime	and	Revenue	
Management”	 is	 based	 on	 the	AMV	 objective	
which	states	that	“Obtaining	an	adequate	share	
of	mineral	revenue	and	utilizing	it	in	an	equitable	
manner	 is	 crucial.	An	 efficient	 and	 transparent	
fiscal	regime	should	catalyse	social,	physical	and	
knowledge	infrastructure	development.”27

Table 5: Mineral fiscal regime: challenges and options

Challenges Options

Lack	of	transparent	and	competitive	
allocation	of	concessions	for	known	
mineral	assets:

Improve	country’s	knowledge	base	and	information	about	its	mineral	
assets

Tender/auction	of	known	properties

Opaque	offshore	changes	in	control	
of	national	mineral	rights,	resulting	in	
revenue	loss

Apply	transparent	criteria	in	both	initial	allocation	of	mineral	rights	and	
transfers	to	other	companies

Capturing	an	equitable	share	of	the	
resource	rents

Consider	the	introduction	of	a	resource	rent	tax	or	additional	profit	tax,	
based	on	a	return	on	investment	that	is	greater	than	what	is	needed	to	
attract	investment	into	the	economy.	

The	RRT	rate	could	be	offset	by	the	degree	of	upstream	and	downstream	
beneficiation,	above	a	well-defined	base	rate

Overly	generous	tax	holidays	and	
exemptions	that	compromise	State	
revenues	and	contribute	to	the	“race	to	
the	bottom”	among	African	States

Minimize	use	of	tax	exemptions	and	holidays	and	undertake	periodic	
review	of	exemptions	to	ensure	that	the	original	case	for	the	granting	of	
exemptions	still	applies

Lack	of	harmonization	of	fiscal	regimes	
across	the	regional	economic	community,	
which	often	contributes	to	a	“race	to	
the	bottom”	and	compromises	State	
revenues

Harmonize	with	other	countries	within	the	regional	economic	
communities,	taking	into	account	the	peculiar	cost	structures	of	the	
country,	relative	to	the	region

Poorly	designed	royalties	and	other	
imposts	(fees,	levies	and	trade	tariffs)	
that	could	add	to	costs	(sterilize	
resources)	and	provoke	perverse	
outcomes

Improve	design	of	royalties	and	other	imposts	

Plan	to	adopt	alternative	fiscal	instruments	that	minimize	additions	to	
upfront	costs	and	reduce	the	value	of	the	resource	to	the	State

Build	appropriate	capacity	to	rely	on	tax	instruments	that	rely	on	revenue	
surplus	(through,	for	example,	resource	rent	tax)

Trade	tariffs	should	be	used	to	facilitate	industrial	strategy	(for	example,	to	
promote	linkages)

Widespread	use	of	fiscal	stability	clauses,	
which	compromise	the	country’s	ability	
to	adjust	the	fiscal	regime	to	align	with	
new	economic	realities	or	national	
development	strategies

Eliminate	stability	clauses	or	at	least	limit	them	to	the	requisite	taxes	for	a	
maximum	period	to	recovery	of	the	initial	capital

If	used,	make	provision	for	balanced	periodic	review	clauses
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The	CMV	notes	two	key	fiscal	regime	challenges	
facing	mineral-rich	countries:

1. How	 to	 design	 the	 revenue	 sharing	
arrangements	 between	 host	 country	 and	
investors;	

2.	 How	to	manage	the	revenues	for	the	greatest	
public	benefit.”28

These	questions	are	incorporated	into	the	principal	
“challenges	that	inhibit	the	ability	of	countries	to	

28	 	CMV	2014.
29	 	CMV	2014	p60.

design	 and	 implement	 fiscal	 regimes	 that	 fairly	
balance	 the	 expectations	 of	 host	 governments	
and	investors”29	and	it	offers	a	range	of	options	to	
tackle	the	challenges	(Table 5):

Country Mining Vision: Developing mineral 
economic linkages
The	 CMV	 proposes	 the	 following	 “tools	 or	
strategic	 options”	 for	 developing	 the	 crucial	
mineral	 economic	 linkages,	many	 of	which	 have	
fiscal	implications:

Challenges Options

Widespread	tax	evasion	and	avoidance	
schemes,	such	as	transfer	pricing	
(including	over-invoicing	of	input	costs,	
debt	servicing	(thin	capitalization)	and	
offshore	management	fees	(overheads)

Ensure	arm’s-length	pricing	with	partner	companies

Introduce	country-specific	transfer	pricing	regulations	and	guidelines	
(OECD	rules	could	assist)

Enforce	rules	on	thin	capitalization	(maximum	gearing	ratio)

Impose	limits	on	management,	overhead	and	related	costs

Withholding	taxes	could	be	an	option

Ring-fencing,	as	appropriate

Under-invoicing	of	sales,	especially	
ores	and	concentrates	without	terminal	
prices,	and	the	use	of	derivatives	
(hedging	below	market	prices)

Consider	the	use	of	transparent	advance	pricing	mechanisms	for	ores	and	
concentrates	against	agreed	reference	prices

Use	actual	market	prices	(not	derivatives)	to	determine	sales	for	tax	
calculations

If	hedged	prices	are	to	be	used,	ensure	arm’s	length	relationship	between	
the	company	and	the	hedging	financial	institution

Double	taxation	agreements	
undermining	State	revenue	collection

Manage	or	handle	with	care.	Could	have	both	positive	and	negative	
impacts

Understand	the	potential	trade-offs	to	the	country	as	a	result	of	double	
taxation	agreements

Lack	of	or	dilution	of	an	equitable	State	
share	of	beneficial	gains	from	mineral	
rights	transfer

Introduce	an	effective	capital	gains	tax	(CGT)	on	beneficial	transfers	
of	mineral	rights,	including	offshore	changes	in	control	of	the	mother	
company	or	ultimate	controlling	company

Make	the	reporting	of	such	changes	in	ownership	mandatory	and	require	
State	authorization	of	changes	in	the	controlling	ownership	of	mineral	
rights

State	participation/equity	(generally	
equivalent	to	taxes,	such	as	RRT,	in	terms	
of revenue

Significant	State	participation	or	control	is	widespread	for	strategic	
mineral	feedstocks	into	the	domestic	economy	in	areas	such	as	iron/steel,	
polymers	(from	fossil	fuels),	cement	and	agro-minerals	(NPK),	to	ensure	
adequate	supply	and	pricing	

Consider	the	trade-offs	in	terms	of	types	of	“equity”

Ensure	transparent	reporting	by	agencies	managing	State	interest	and	
effective	oversight	mechanisms

Source: CMV 2014 p 60-64. 
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“Developing upstream or backward linkages

• Create	 a	 business	 environment	 and	 public	
sector	institutions	that	enhance	coordinated	
mineral	 sector	 integration	 into	 the	 broader	
economy,	 encompassing	 clear,	 transparent	
and	 predictable	 rules	 and	 procedures	 of	
doing	business.

• Set	 terms	 for	 access	 to	 mineral	 resources,	
requiring	 investors	 to	 structure	 projects	 in	
ways	 that	 integrate	 them	 into	 the	 broader	
economy	 and	 local	 supply	 chains,	 through	
downstream,	upstream,	spatial	and	knowledge	
linkages,	including	lateral	migration	linkages.

• An	 “RRT-local	 content	 offset”	 could	 be	
used	 to	 incentivize	 the	mining	 company	 to	
facilitate	 increased	upstream	value	addition.	
Such	an	industrial	strategy	offset	instrument	
could	also	approach	revenue	neutrality.

• In	collaboration	with	other	countries,	ensure	
that	 international	 trade	 and	 investment	
agreements,	 such	 as	 the	 European	 Union	
Economic	Partnership	Agreements	(EPAs)	do	
not	constrain	the	ability	of	African	countries	
to	develop	 local	 upstream	and	downstream	
beneficiation	industries.

• Investigate	 the	 judicious	 use	 of	 tax	
instruments	and	infant	industry	provisions	to	
encourage	 beneficiation	 and	 value	 addition	
(note	that	this	is	prescribed	in	the	European	
Union	EPAs).

• Develop	 policies	 and	 options	 for	 domestic	
resource	 mobilization	 that	 encourage	
private	 sector	 involvement	 in	 infrastructure	
development,	 including	 PPPs	 (regional	
and	 continental	 context)	 and	 tender	 of	
mineral	 properties	 against	 the	 provision	 of	
infrastructure,	among	other	things.

Developing downstream or forward linkages

• Develop	integrated	policies	and	strategies	to	
enhance	mineral	value	added	along	the	value	
chain	 (including	beneficiation,	 local	 content,	
STEM,	HRD,	RDI	and	employment	of	national	
milestones	as	part	of	licensing	requirements)	
in	a	fully	participatory	process.	For	example:

 ₌ Percentage	 value	 addition	 above	 a	
designated	 “base	 state”	 (concentrate,	
matte,	metal,	alloy,	etc.)	to	be	achieved	
by	 year	 5,10,	 15	 and	 20	 of	 license/
lease

 ₌ Percentage	 local	 value	 addition	 in	
purchases	 of	 goods	 and	 services	
(local	 content)	 to	 be	 achieved	 by	
year	 5,	 10,	 15	 and	 20.	 This	 should	
be	 further	 incentivised	 for	 the	
degree	 of	 indigenous	 ownership	 and	
management	required

 ₌ Minimum	 of	 about	 5	 per	 cent	 of	
company	payroll	spent	on	STEM	skills	
development	in	country

 ₌ Minimum	 of	 about	 3	 per	 cent	 of	
company	 value	 added	 spent	 on	
accredited	RDI	in	country

 ₌ Maximum	 percentage	 of	 expatriates	
employed	 in	 management	 and	
professional	 categories	 by	 year	 ≥-	 5,	
10,	15	and	20

 ₌ Channel	 mineral	 rents	 to	 mineral	
development	 (geo-survey),	 capital	
accumulation,	 development	 of	 STEM	
skills	and	infrastructure	development.

 ₌ Introduce	an	RRT	to	capture	a	portion	of	
the	unearned	resource	rents	and	offset	
the	rate	by	the	degree	of	downstream	
beneficiation,	above	a	base	state.	For	
example,	a	50	per	cent	RRT	on	iron	ore	
mining	could	be	reduced	by	1	per	cent	
for	every	further	10	per	cent	of	value	
addition	above	the	free	on	board	(FoB)	
port	value	of	the	ore.	

Developing sidestream linkages

• Provide	incentives	to	foster	innovation,	such	
tax	breaks	for	accredited	RDI.

• Enhance	local	linkages	development	by	way	
of	 local	 participation	 and	 empowerment	
models,	 such	 as	 indigenization	 and	 Black	
Economic	 Empowerment,	 which	 do	 not	
promote	“fronting”	by	local	companies.

• Allocate	a	specific	proportion	of	revenues	to	
STEM	skills	development	and	RDI,	possibly	
disbursed	via	the	PPP	STEM	Skills	Fund	and	
the	RDI	Fund.	

• Establish	 a	 minerals	 RDI	 fund	 under	 PPP	
with	 industry,	 higher	 education	 entities,	
donors	 and	 government	 to	 disburse	 funds	
from	the	minimum	RDI	corporate	spend	 in	
mining	licenses.

• Establish	a	minerals	STEM	skills	fund	under	
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PPP	with	industry,	higher	education	entities,	
donors	 and	 government,	 which	 could	
disburse	 funds	 from	 the	 minimum	 STEM	
skills	 corporate	 spend	 specified	 in	 mining	
licenses.

• Develop	 mechanisms	 to	 facilitate	
collaboration	 among	 RDI	 institutions,	
possibly	through	the	Minerals	RDI	Fund	

• Investigate	 the	 use	 of	 resources	 for	
infrastructure	 and	 beneficiation	 deals	
as	 a	 method	 of	 financing	 infrastructure	
development	 (for	 instance,	 India	 and	Brazil	
for	 iron	 ore	 for	 steel	 plants),	 taking	 the	
experience	 of	 other	 African	 countries	 into	
consideration.

• Where	 appropriate,	 ensure	 that	 mineral	
infrastructure	 (roads,	 rail,	 ports/terminals,	
power	and	water)	makes	provision	for	third	
party	access	at	non-discriminatory	tariffs.

• Develop	 a	 system	 for	 designating	 critical	
mineral	 feedstocks,	 such	 as	 iron/steel,	
polymers	from	fossil	fuels,	fertiliser	mineral	
(NPK)	 and	 cement	 into	 the	 domestic	
economy,	 as	 strategic	 minerals	 that	 may	
carry	 extraction/export	 constraints	 and	
developmental	 pricing	 for	 domestic	 value	
addition.

• Promote	 and	 support	 technical	 and	
entrepreneurial	 skills	 through	 special	
financial	vehicles	such	venture	capital	funds,	
together	 with	 the	 mining	 companies	 (or	
Chamber	of	Mines).

• Develop	 strategies	 and	 scoping	 studies	 for	
regional	mineral	driven	spatial	development	
corridors,	particularly	for	bulk	minerals	(coal,	
iron	 ore,	 manganese	 ore,	 etc.)	 where	 the	
substantial	 infrastructure	 (rail/road,	 port/
terminals,	power,	water)	could	be	co-used	to	
catalyse	other	sectors	 (agriculture,	 forestry,	
manufacturing,	etc.),	which	are	sustainable.

• Develop	 regional	 linkages	 development	
strategies	 with	 neighbours	 and	 within	
regional	economic	communities	to	increase	
the	 economies	 of	 scale	 (markets)	 for	
potential	inputs	and	beneficiation	industries	
that	 cater	 for	 the	 inclusion	 of	 regional	
production	 within	 the	 qualifying	 scope	 of	
incentives	 or	 conditions.	 For	 example,	 the	
local	content	targets	in	mining	licenses	could	

30	 	CMV	2014,	p163-167

include	imports	from	the	regional	economic	
community,	but	at	a	discounted	percentage	
of	 the	 value	 added	 in	 that	 country	 (e.g.	
imports	from	a	neighbour	could	be	credited	
with	about	80	per	cent	of	their	value	added	
in	the	product	or	service	supplied).30

E. General discussion of mineral fiscal 
regimes

The	 meagre	 fiscal	 benefits	 to	 African	
Governments	 during	 the	 “Asian	 Boom”	 were	
limited,	 owing	 mainly	 to	 the	 overly	 generous	
mineral	 policy	 regimes	 in	 existence	 in	 most	
countries,	 resulting	 from	 the	 reforms	 of	 the	
1980s	and	1990s	prescribed	by	the	World	Bank	
and	 the	 International	 Monetary	 Fund,	 which	
generally	 failed	 to	 capture	 resource	 rents	 (no	
progressive	 taxes).	 Admittedly,	 this	 followed	
years	 of	 stagnation	 of	 the	 sector,	 due	 to	 the	
falling	 intensity	 of	 minerals	 in	 global	 growth,	
impacting	on	the	GDP,	falling	prices	and	profits	
and	 the	 consequent	 under	 investment,	 mainly	
by	State	mining	companies,	provoking	an	over-
compensation	 in	 the	 opposite	 direction.	 Such	
over-compensation	 typically	 results	 in	 mineral	
fiscal	 regimes	 that	 are	 overly	 attractive	 for	
investors,	 to	 the	 detriment	 of	 the	 State.	 One	
important	 feature	 of	most	 of	 these	 regimes	 is	
that	the	incidence	of	taxes	is	distributed	in	such	a	
way	over	the	mine’s	life	cycle	that	little	tax	is	paid	
until	 the	 capital	 invested	 has	 been	 recovered.	
Accordingly,	 tax	 payments	 are	 postponed	 and	
during	times	of	booming	prices,	 this	 inevitably	
accentuates	the	impression	of	inequity.	

Many	 of	Africa’s	mineral	 regimes	were	 revised	
from	the	 late	1980s	with	a	view	 to	promoting	
increased	 foreign	 direct	 investment	 (FDI)	 for	
mining	 exploration	 and	 development.	 Tax	
rates	 were	 lowered,	 generous	 allowances	
were	 introduced	 for	 exploration	 and	 capital	
expenditures,	import	tariffs	and	value-added	tax	
(VAT)	and	goods	and	services	tax	were	reduced	
or	zero-rated	and,	in	a	few	instances,	tax	holidays	
were	granted	to	investors	in	the	mining	sector,	
leading	 to	 the	 race	 to	 the	bottom.	 In	addition,	
stabilization	 clauses	 that	 dramatically	 curtailed	
the	State’s	ability	to	increase	its	share	of	boom	
rents,	 were	 widespread,	 often	 reinforced	 with	
external	 (minority	 world)	 arbitration	 clauses.	
Evaluating	 a	 country’s	 fiscal	 policy	 depended	
quite	often	on	whether	or	not	its	regime	could	
compete	 against	 that	 of	 other	 countries	 with	
similar	 geological	 prospectivity,	 to	 attract	
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investment	 for	 greenfields	 and	 brownfields	
projects,	 resulting	 in	 the	 so-called	 race	 to	 the	
bottom.	The	apparent	failure	of	these	generous	
policy	 regimes	 to	 result	 in	 tangible	 benefits	 to	
African	economies	has	galvanized	the	search	for	
new	frameworks	for	the	sector.

Tax instruments

A	 typical	 and	broadly	applicable	 impost,	which	
is	not	unique	to	mining,	is	the	corporate	income	
tax	 (CIT).	 Here,	 the	 rate	 of	 tax,	 allowable	
deductions	 from	 gross	 income	 and	 the	 extent	
to	which	losses	are	carried	forward	or	backward	
are	 the	 typical	 issues	 considered.	As	 indicated	
above,	 capital	 allowances	 are	 a	mechanism	 by	
which	 policy	 seeks	 to	 influence	 the	 pattern	
of	 expenditure	 in	 a	 project.	 Processing	
environmental	expenses,	particularly	for	ongoing	
environmental	management,	disaster	mitigation	
and	 funding	 mine	 closure	 calls	 for	 innovative	
treatment	 in	 fiscal	 regimes.	 For	 example,	 the	
creation	 of	 environmental	 funds	 into	 which	
companies	 contribute	 has	 become	 common	 in	
most	mining	regimes.	With	the	increasing	focus	
on	 corporate	 social	 responsibility,	 considering	
expenditure	on	community	or	social	activities	as	
a	deduction	from	gross	income	for	determining	
taxable	 income	 has	 become	 an	 issue.	Another	
issue	requiring	attention	is	the	determination	of	
other	costs	that	are	deductible,	when	calculating	
taxable	income.	

Revenues	 can	 also	 be	 a	 challenge.	 Virtually	
all	 economically	 important	 minerals	 have	 a	
published	price,	and	it	is	therefore	relatively	easy	

to	 determine	 the	 appropriate	 sales	 revenue.	
Even	where	there	is	no	published	price,	it	is	still	
possible	to	find	a	reference	price	to	be	used	in	
determining	the	income	of	the	mining	company.	
For	 instance,	 the	 price	 of	 aluminium	 is	 often	
used	as	a	reference	for	determining	the	income	
of	bauxite	and	alumina	producers.	Controversy	
can	however	arise	over	the	proper	valuation	of	
by-products,	depending	on	the	ease	with	which	
they	 can	 be	 separated	 from	 the	 main	 value	
mineral. 

Where	 advances	 are	 obtained	 from	 project	
sponsors	or	off-takers	in	return	for	commitments	
to	supply	the	mineral	produced,	 it	 is	necessary	
to	 ensure	 that	 the	 valuation	 of	 the	 mineral	
produced	is	transparent	and	at	an	arm’s-length	
competitive	price.	To	avoid	potential	problems,	
the	 development	 agreement	 should	 stipulate	
the	 price	 references	 or	 benchmarks	 to	 be	
used	 in	determining	 revenues	 (advance	pricing	
agreement).	

Mineral sector-specific taxes

Owing	to	the	scarcity	of	exhaustible	resources	
and	 their	 varied	 richness	 (grade,	 mineralogy,	
yield,	 location,	 etc.),	 they	 can	 have	 high	
economic/resource	 rent	 potential.	Accordingly,	
they	generally	have	 their	own	tax	 instruments.	
There	 is	 a	 tendency,	 however,	 to	 use	 normal	
(economy-wide)	 taxes	 in	 combination	 with	
resource-specific	 taxes.	 Mineral	 resources	
are	 finite	 (wasting	 asset),	 which	 is	 why	 the	
State	 must	 capture	 the	 extra	 rents,	 while	 the	
asset	 is	 still	 extant.	 Resource	 rents	 are	 excess	
profits	over	the	minimum	rate	of	return	(return	
on	 investment),	 which	 is	 required	 to	 justify	
investment.	Such	investment	is	typically	rarer	or	
lower	 in	other	 sectors,	 resulting	 in	 customized	
taxes	for	minerals,	to	offset	the	relatively	higher	
investments	required.

Taxing mineral resource variability

Mineral	deposits	display	enormous	variation	 in	
grade	or	richness,	resulting	in	huge	differences	
in	 embedded	 economic	 rent,	 which	 makes	 it	
difficult	to	design	a	“one-size-fits-all”	tax	regime.	
However,	 deposit-by-deposit	 tax	 regimes	
would	be	problematic	to	design	and	administer	
because	the	State	is	unaware	of	the	true	value	
of	 the	 resource	 at	 the	 outset	 (asymmetric	
State-investor	 deposit	 knowledge,	 though	
a	 resource	 rent	 tax	 self-adjusts	 for	 deposit	
“richness”).	 In	 general,	 there	 appears	 to	 be	

Figure 5: Typical mineral project

Source: Adapted from Land 2008.
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increasing	consensus	around	the	use	of	several	
tax	instruments,	that	cater	for	different	grades/
costs	and	prices,	to	capture	a	“fair	share”	of	the	
rent.	There	is	now	also	general	consensus	on	the	
need	for	instruments	that	self-adjust	to	deposit	
richness,	 demand	 (price)	 and	 risk	 (progressive	
taxes	such	as	a	resource	rent	tax).	

Historic trends in mineral taxation:

For	centuries,	ad	valorem	or	in	kind	royalties	had	
been	the	main	instruments	of	mineral	taxation.	
From	the	Second	World	War,	a	combination	of	
fiscal	 instruments,	 such	 as	 royalties,	 company	
profit	 taxes	 and	 withholding	 taxes	 became	
the	 norm.	 From	 the	 1970s	 governments	
attempted	 to	 increase	 their	 share	of	economic	
rents	 by	 introducing	 production-sharing	
contracts	(particularly	for	hydrocarbons),	equity	
participation	 and	 resource	 rent	 taxes,	 first	 in	
hydrocarbons	 and	 later	 for	 minerals,	 in	 some	
countries.	

Taxes	 on	 expatriated	 dividends	 and	 State-
carried	equity	participation	(which	is	sometimes	
in	 lieu	 of	 dividend	 taxes)	 are	 also	 features	 in	
many	fiscal	regimes.	Duties	on	imported	inputs,	
particularly	those	used	during	the	exploration	or	
mine	 development	 phases,	 tend	 to	 be	 limited,	
if	 imposed	 at	 all.	 If	 not	 properly	 monitored,	
this	 can	 prevent	 the	 development	 of	 local	
supply	systems	(where	it	is	economically	viable)	
and	 hence	 deny	 the	 country	 the	 benefits	 of	
enhanced	 local	 backward	 linkages,	 as	 well	 as	
cause	 revenue	 loss	 through	 duty-free	 imports	
“leaking”	into	the	general	economy.	In	a	number	
of	 jurisdictions,	 the	 local	 government	 system	
prescribes	property	rates	which	are	payable	 to	
the	local	authority	in	the	area	in	which	land	and	
structures	are	located.	Depending	on	how	these	
are	valued	and	the	rate	of	tax,	they	could	yield	
significant	revenue	for	the	 local	authority	from	

the	assets	of	large-scale	mining	operations.	

Minerals corporate income tax 

Most	 countries	 apply	 a	 standard	 national	
corporate	 rate	 in	 the	 ranging	 between	 20	 per	
cent	and	30	per	cent	of	profits.	Guinea	applies	
30	 per	 cent	 for	 mining	 and	 35	 per	 cent	 for	
other	 sectors,	 under	 a	 single	 administration	
and	 collection	 system.	 Occasionally	 however,	
a	 deposit-specific	 corporate	 income	 tax	 is	
negotiated	 for	 some	 large	 projects.	 These	
exceptions	to	the	national	system	rule,	however,	
are	cumbersome	to	administer	and	maintain,	as	
each	change	requires	a	legislative	amendment.

Dividend	 withholding	 taxes	 on	 foreign	
shareholders	are	common	 (10-15	per	cent),	 as	
they	 encourage	 reinvestment	 in	 the	 country.	
Brazil	 also	 has	 a	 high	withholding	 tax	 (25	 per	
cent)	on	companies	domiciled	in	tax	havens.

Special	 capital	 allowances	 for	 capital	 intensive	
projects	 (mostly	 100	 per	 cent	 expensing	
for	 exploration	 and	 development)	 are	 also	
widespread,	 to	 attract	 investment	 into	 large	
projects.	

Deductions	 for	 contributions	 to	 mine	
rehabilitation	 trust	 funds	 (closure	 funds)	 are	
increasingly	being	allowed.	

Tax dilution: Transfer mis-pricing (over-in-
voicing and under-invoicing)

Transnational	 corporations	 are	 dominant	 in	
minerals	and	their	multi-State	operations	enable	
them	to	exploit	tax	rate	differentials,	by	deflating	
profits	 in	 higher-tax	 jurisdictions	 and	declaring	
profits	in	lower-tax	jurisdictions	(Figure	6).

Figure 6: Transfer mis-pricing – profit exports 

Source: Author.
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Transfer	mis-pricing:

 ₌ Sale	 of	minerals	 below	market	 prices	
to	 affiliates	 in	 low-tax	 jurisdictions.	
There	 are	 no	 terminal	 markets	
(metal	 exchanges)	 for	 most	 minerals,	
especially	 ores	 and	 concentrates,	
which	 are	 difficult	 for	 the	 State	 to	
value.	To	remedy	the	situation,	about	
10	per	cent	could	be	sold	by	local	open	
tender	in	order	to	obtain	a	market	price	
indicator. 

 ₌ Complex	 price	 hedging	 mechanism	
between	 related	 parties.	 A	 possible	
remedy	 is	 to	 limit	 hedging	 to	 a	
maximum	 portion	 of	 production,	
and/or	 insist	 on	 open	 tender	 for	 the	
hedging	instrument	and/or	compel	the	
company	 to	 keep	a	 separate	hedging	
account	with	 losses	and	gains	carried	
forward.	

 ₌ Debt	 finance	 provided	 by	 related	
parties	 at	 above-market	 interest	
rates.	 A	 possible	 remedy	 is	 to	 limit	
the	debt	interest	rate	to	a	function	of	
a	 recognized	 international	 corporate	
rate	 (e.g.	 MOODCAAA	 plus	 X	 per	
cent)	and	to	limit	allowable	debt	ratios	
(gearing:	thin	capitalization	rules).	

 ₌ Related	 party	 excessive	 management	
fees,	 technical	 services,	 or	
headquarters	costs.	A	possible	remedy	
is	 to	 cap	 headquarters	 costs	 at	 a	
percentage	 of	 costs	 and	 withholding	
taxes	on	external	in-company	charges.

 ₌ High	 leasing	 fees	 for	 capital	 goods	
and	machinery	from	related	parties:	A	
possible	remedy	would	be	to	insist	on	
open	 tender	 and	 arm’s-length	 prices	
for	leasing.

 ₌ General.	African	countries	should	seek	
assistance	from	OECD	tax	authorities,	
as	 they	 also	 have	 similar	 issues.	 It	
would	be	useful	 to	 introduce	OECD-
type	 anti-transfer	 pricing	 rules	 (trade	
with	associated	or	related	parties)	and	
ring-fencing	provisions.	

While	 transfer	 pricing	 of	 production	 has	
attracted	 considerable	 attention,	 there	 is	 a	
strong	possibility	that	transfer	pricing	of	 inputs	

and	 equipment	 constitutes	 a	 more	 important	
problem	for	governments	and	one	that	cannot	be	
tackled	easily.	Prices	are	often	less	transparent	
and	 tax	 evasion	 may	 take	 place	 through	 the	
use	of	non-arm’s-length	 suppliers	based	 in	 tax	
havens.	 Debt	 service	 to	 institutions	 linked	 to	
the	 investor	 can	 cause	 similar	 problems.	 The	
G20,	the	OECD	and	the	European	Union	are	all	
making	efforts	to	prevent	or	limit	the	use	of	tax	
havens.	These	initiatives	need	to	be	tapped	into.	

Progressive corporate income tax 

Some	 States	 have	 the	 progressive	 corporate	
income	 tax	 to	 cater	 for	 deposit	 variability	 and	
price	 cyclicity	 (tax	 on	 profitability	 rather	 than	
profit,	 for	 example	 the	 South	 African	 gold	
mining	formula	tax	and	the	Additional	Profits	Tax	
in	 Zimbabwe),	 to	 attempt	 to	 capture	 resource	
rents.	There	 are	 various	methods	 of	 capturing	
these	 “resource	 rents”.	 They	 include	 deposit-
specific	 graduated	 or	 stepped	 CIT	 rate	 linked	
to	 a	 higher	 unit	 price	 of	 the	 commodity,	 or	
production	volume	or	 sales	 turnover	 or	 profit-
to-sales	ratio.	However,	a	stepped	rate	structure	
is	 not	 an	 accurate	 proxy	 for	 varying	 rates	 of	
return	 and	 could	 lead	 to	 distortions	 on	 step	
edges	 (under-reporting	 of	 income),	 while	 the	
monitoring	is	complex.

The	 South	 African	 gold	 mining	 tax	 formula	
with	built-in	progressivity,	linked	to	the	level	of	
profitability	of	gold	mine	(marginal	mine	taxed	at	
0	per	cent),	increases	as	the	return	on	turnover	
increases:

y	=	a-(ab/x),	where:

‘y’	=	tax	rate	to	be	determined	
(sliding	scale	taxing	higher	profits	at	
high	rates)
‘a’	=	marginal	tax	rate
‘b’	=	portion	of	tax-free	revenue
‘x’	=	ratio	of	taxable	mining	income	
to total income 

However,	 return	 on	 revenue	 is	 a	 poor	 proxy	
for	 return	 on	 investment.	 A	 resource	 rent	 tax	
would	 more	 accurately	 target	 resource	 rents	
(based	 on	 return	 on	 investment).	 Progressive	
taxes	 encourage	 mining	 at	 average	 grade	
(disincentivizes	high-grading)	and	therefore	tend	
to	maximize	ore	extraction.
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Resource rent tax 

David	 Ricardo,	 a	 preeminent	 proponent31 
of	 the	 concept	 of	 economic	 rents,	 proposed	
that	 economic	 rent	was	 a	 surplus	 of	 individual	
investors’	 paper	 profit	 (which	 has	 its	 value	 in	
control	 over	 resources	 rather	 than	 directly	 in	
the	resources	themselves)	over	societal	gain.	As	
such,	 it	 does	not	 represent	 any	gain	but	 rather	
an	unearned	transfer	of	wealth.	Accordingly,	it	is	
argued	that	there	is	a	need	for	a	resource	rent	tax	
on	mineral	exploitation.	The	characteristics	of	the	
resource	rent	tax	are	as	follows:

 ₌ It	 triggers	 in	 after	 a	 threshold	 real	
rate-of-return	 (RoR)	 on	 investment	
has	been	achieved	by	the	investment/
project.

 ₌ The	 hurdle	 rate	 (threshold)	
approximates	the	“expected”	(average)	
rate	of	return	for	the	jurisdiction.	Best	
linked	to	the	State	long-bond	rate	(+4-
7	 per	 cent)	 to	 self-adjust	 to	 country	
risk.

 ₌ The	resource	rent	tax	is	calculated	by	
increasing	annual	cash	flow	by	return	
on	 investment	threshold	and	carrying	
it	forward	until	it	turns	positive	when	
the	 resource	 rent	 tax	 triggers	 for	 all	
future	after	tax	profits	(other	taxes	are	
usually	allowable	as	costs).

 ₌ The	resource	rent	tax	rate	is	generally	
from	 20	 per	 cent	 to	 80	 per	 cent	
(higher	 for	 hydrocarbons),	 but	 there	
is	 an	 argument	 for	 differential	 rents	
(embodied	 in	 the	 asset)	 to	be	 shared	
equally	between	the	asset	owner	and	
the	lease/license	holder.

Not	 many	 African	 States,	 however,	 apply	 the	
resource	rent	tax,	because	of:

 ₌ The	 perception	 that	 it	 would	 make	
them	less	attractive	for	FDI

 ₌ Strong	 opposition	 from	 mining	
companies,	 their	 governments	 and	
agencies

 ₌ The	 short-term	 vision	 of	 politicians	

31	 Credited	with	the	initial,	widely	acclaimed	analysis	of	differential	land	rent	and	related	economic	relationships.
32	 	Business	agreement	or	arrangement	that	provides	for	the	larger	amounts	or	heavier	charges,	such	as	taxes,	to	be	paid	towards	
the	end	of	its	term.
33	 	Ross	Garnaut	2010,	“The	New	Australian	Resource	Rent	Tax”	University	of	Melbourne.
34	 	Government	of	Australia	2010,	Henry	Tax	Review,	

http://taxreview.treasury.gov.au/content/Content.aspx?doc=html/pubs_reports.htm.	

(back-loaded32	business	arrangements	
with	 a	 majority	 of	 taxes	 that	 will	
only	 trigger	 in	 after	 their	 tenure	
(intergenerational))

 ₌ Perception	of	complexity	(but	no	more	
complex	 than	 the	 corporate	 income	
tax)

A	resource	rent	tax	is	generally	applied	in	addition	
to	 other	 taxes	 (corporate	 income	 tax,	 royalty);	
deposits	with	rate	of	return	below	the	threshold	
are	not	expected	to	attract	tax.

Resource	 rent	 tax	 mechanisms,	 which	 are	
imposed	on	the	profit	of	the	project	or	company	
after	deduction	of	 a	 “normal”	 rate	of	 return	on	
capital,	 seek	to	 implement	 the	basic	concept	of	
rent	 apportionment.	 There	 seems	 to	 be	 some	
ambivalence	 about	 them	 within	 the	 mining	
investment	 community.	 This	 ambivalence	 has	
been	 dramatically	 illustrated	 by	 the	 vociferous	
opposition	to	a	resource	rent	tax	(super	profit	tax)	
in	Australia.	 For	 a	 discussion	 on	 the	Australian	
proposals,	see	Garnaut	201033,	particularly	the	
relative	 efficacy	 of	 the	 resource	 rent	 tax	 and	 a	
brown	 tax	 –	 the	 original	 Henry	 Tax	 Review34 
proposal.	 Despite	 this	 ambivalence	 by	 mining	
companies,	 it	 is	 generally	 recognized	 that	 its	
impact	 on	 investment	 decisions	 makes	 the	
resource	 rent	 tax	 neutral.	 Thus,	 unlike	 other	
taxes,	 it	 causes	 no	 distortion	 of	 incentives.	On	
political	philosophy	grounds,	it	is	also	argued	that	
Governments,	in	their	capacity	as	owners	of	the	

Figure 7: Resource Rent Tax 

Source: Author.
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resources,	have	the	right	to	capture	all	or	part	of	
the	mineral	resource	rents	on	behalf	of	the	people.	

The	 basic	 elements	 addressed	 in	 such	 resource	
rent	 tax	 schemes	 include:	 (a)	 the	 threshold	 rate	
of	return	after	which	the	tax	should	be	imposed;	
(b)	the	rate	of	tax	to	be	imposed;	(c)	whether	the	
impost	 should	 be	 on	 each	 project	 ring-fenced	
from	 others	 or	 on	 a	 group	 of	 projects	 by	 the	
same	 investor;	 and	 (d)	 what	 deductions	 should	
be	allowed	from	income	for	tax	purposes.	Land,	
(2008	&	2010)	provides	a	discussion	on	resource	
rent	taxation	in	the	minerals	industry.	

One	 of	 the	most	 controversial	 elements	 of	 the	
Australian	resource	rent	tax,	as	originally	proposed,	
was	the	threshold	rate	of	return.	A	possible	way	
of	getting	around	the	difficulty	of	determining	a	
specific	rate	could	be	to	 link	 it	 to	the	 long-term	
yield	on	bonds	issued	by	the	host	country,	since	
this	yield	can	be	expected	to	incorporate	country	
risk.	A	threshold	rate	corresponding	to	this	yield	
plus	about	5	 to	7	per	cent	would	appear	 to	be	
equitable	 in	 almost	 all	 cases.	 For	 countries	 that	
do	not	as	yet	issue	treasury	long-bonds,	a	clause	
could	 be	 inserted	 in	 their	 tax	 codes	 and/or	
mineral	 development	 agreement,	 providing	 that	
once	a	long	bond	is	issued,	the	resource	rent	tax	
threshold	will	be	 the	 rate	plus	400	–	700	basis	
points.	Until	then,	the	country	concerned	would	
have	to	estimate	a	fixed	threshold	(around	15	per	
cent	to	25	per	cent	for	most	African	States),	which	
equates	to	the	hurdle	rate	(return	on	investment)	
for	new	 investment	 in	 the	economy	concerned.	
With	regard	to	the	rate	of	the	resource	rent	tax,	
there	 is	 considerable	 support	 for	 a	 50	per	 cent	
rate	(even	split	of	the	“unearned”	rents),	although	
Papua	 New	 Guinea	 has	 applied	 a	 75	 per	 cent	
rate	for	many	years.	The	RRT	is	one	of	the	least	
distortionary	of	the	usual	mineral	tax	instruments,	
as	it	does	not	add	to	costs	and	sterilise	resources	
which	 high	 royalties,	 fees,	 levies,	 ground	 rents	
or	 export	 taxes	 could	 do.	 Marginal	 or	 average	
deposits	would	never	breach	the	resource	rent	tax	
threshold	and	therefore	a	high	resource	rent	tax	
rate	would	not	impact	on	the	investment	decision	
for	such	a	deposit.

The	 “Resource	 rent	 taxation	 has	 a	 reputation	
for	 administrative	 complexity,	which	may	weigh	
against	it:

-	 It	has	mostly	the	same	information	and	
audit	requirements	as	conventional	

35	 	Land,	Bryan,	ppt	to	IMF	Conference	on	“	Taxing	Natural	Resources”	Washington	2008	
36	 	For	a	comprehensive	account	of	the	different	forms	of	Royalty,	please	refer	to	Otto,	J.,	et	al,	Mining	Royalties:	A	Global	Study	of	
Their	Impact	on	Investors,	Government	and	Civil	Society	(Washington	DC:	The	International	Bank	for	Reconstruction	and	Development	/	
The	World	Bank,	2006).

income	taxation.	The	main	differences	are:

o The	project	ring-fence	basis	for	
assessment	(typically	only	relaxed	
for	exploration	expenses)	but	
ring-fencing	is	not	unique	to	the	
resource	rent	tax

o The	cumulative	rather	than	annual	
income	basis	of	assessment	–	this	
is	mainly	a	computational	issue	
(there	may	be	an	issue	over	prior	
year	records)

o The	cash	flow	rather	than	
accounting	basis	for	assessment	
–	non-tax	cash	charges,	like	
depreciation	are	not	used.	This	
may	add	to	the	burden	of	the	
audit	function

o Tax	leakage	safeguards	
(dealing	with	transfer	pricing,	
thin	capitalization,	allocation	
of	overheads,	expenditure	
verification)	are	no	different	from	
those	needed	for	any	other	kind	of	
profits	taxation

o Tax	administrators	would	
need	training	on	conceptual	
underpinnings	of	the	resource	rent	
tax	(discounted	cash	flow,	cost	of	
risk	capital,	investment	returns,	
etc.)”35

State	equity	could	also	be	“paid”	for	in	the	same	
manner,	 using	 excess	 returns	 up	 to	 a	 share	 of	
equity	 equivalent	 to	 the	 resource	 rent	 tax	 rate,	
whereafter,	the	State	would	receive	the	resource	
rent	tax	as	dividends.	If	a	State	preferred	equity	
participation	to	an	arm’s-length	tax,	this	method	
of	 acquiring	 equity	would	 be	 less	 distortionary	
and	consequently	have	minimal	negative	impact	
on	 new	 investment	 and	 would	 not	 sterilize	
resources,	as	“free-carry”	would.

Mineral royalties

It	is	usually	recognized	that	some	recompense	is	
due	 to	 the	owner	or	 country,	once	 its	minerals	
are	extracted	and	sold,	whether	the	seller	reports	
a	profit	or	not.	The	potential	adverse	effects	of	
high	upfront	payments	on	the	development	and	
operation	of	mining	projects,	however,	should	be	
taken	into	account.

Royalties36	 are	 the	 oldest	 form	 of	 mineral	
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Figure 8: Resource rent tax – example of a $1 billion investment, 20 per cent return on investment and 50 per cent rate 

Source: Author.

Figure 9: Schematic impact of royalty on exploitable resources

Source: Author.

Table 6: Resource rent tax in Africa

Adapted from Land 2010, p243.

Country Sector Year/s Type
Ghana Hydrocarbons 1984	 Contractual	
Tanzania Hydrocarbons	 1984	 Contractual	
Ghana Minerals	 1985-2003	 Law	
Madagascar Hydrocarbons	and	Minerals	 1980s	 Law	
Namibia Hydrocarbons 1993	 Law	
Zimbabwe Minerals	(SML) 1994	 Law	
Angola Hydrocarbons 1990s	 Contractual	
Malawi Minerals	 2006	 Law	
Liberia Minerals	 2008	 Law	
Mozambique Minerals 2014 Law
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taxation:	 Usually	 imposed	 on	 the	 value	 of	
mineral	sales	(ad	valorem)	or	a	set	charge	per	
production	 volume	 (specific).	 Historically,	
royalty	was	in	kind	(volume/weight).	Royalties	
are	a	factor	payment	or	consideration	for	the	
right	to	deplete	the	national	asset	(similar	to	
capital	and	labour	input	costs).	However,	due	
to	local	ownership	claims	some	jurisdictions	
share	royalty	proceeds	between	central	and	
local	 levels	of	government.	This	effectively	
privileges	mineral	rich	regions.

Royalties	 have	 the	 advantage	 of	 being	
front-loaded,	giving	the	State	much-needed	
immediate	 receipts	 from	 first	 production.	
However,	 they	 add	 to	 working	 costs	 and	
consequently	 increase	 economic	 cut-off	
grade	of	 a	mineral	deposit	 (i.e.,	 they	could	
sterilize	 marginal	 deposits/resources	 –	
Figure	9).	

There	 is	 generally	 a	 transfer	 pricing	 problem	
(under-invoicing)	 for	 mineral	 products	 without	
terminal	 markets	 (e.g.	 the	 London	 Metal	
Exchange	 (LME)	 and	 the	New	York	Mercantile	
Exchange	 (Nymex),	 which	 implies	 a	 need	 for	
State	capacity	to	determine	market	prices.	The	
State	could	insist	on	local	open	tender	sales	of	
a	proportion	of	the	production,	to	get	a	market	
price	 and	 to	 facilitate	 local	 value	 addition	 or	
use	 a	 known	 reference	 price	 (adjusted	 for	 the	
local	product).	This	 is	of	particular	concern	 for	
the	 pricing	 of	 ores	 and	 concentrates,	 which	
are	 all	 unique	 in	 terms	 of	 characteristics	 such	
as	 grade,	 mineralogy	 and	 contaminates.	 The	
Guinea	Mining	Code	uses	 reference	prices	 for	
uranium	concentrates	(Ux),	iron	ore	(Platts)	and	
bauxite	(40	per	cent	of	LME	Al	price)	to	address	
this	 issue.	 It	 also	 uses	 the	 Bureau	 National	
d’Expertise	 (National	 Bureau	 of	 Expertise)	
(BNE),	the	State	valuator,	to	tackle	this	problem	
for	gemstones.

Some	 countries	 decrease	 royalties	 when	 the	
value	 added	 increases,	 in	 order	 to	 encourage	
local	 beneficiation.	 This	 is	 only	 effective,	
however,	if	the	mining	company	beneficiates.	If	
the	royalty	is	applied	to	exports,	it	then	equates	
to	 an	 export	 tax	 (below).	 The	 CMV	 suggests	
that	 countries	 should	 consider	 offsetting	
beneficiation	 (value	 added	 above	 a	 defined	
base	 state)	 against	 a	 resource	 rent	 tax	 at	 an	
appropriate	 ratio	 of	 a	 percentage	 of	 the	value	
added	 against	 a	 percentage	 of	 the	 resource	
rent	 tax	 rate	 deduction.	 This	 could	 be	 set	 to	
be	fiscally	neutral,	where	the	resource	rent	tax	

foregone	would	roughly	equate	to	the	new	State	
revenues	 from	 the	 downstream	 (value	 added)	
industries	(CIT,	VAT,	PAYE,	tariffs,	excise,	etc.).

Although	royalties	should	be	based	on	value	at	
mine	gate,	several	States	find	it	simpler	to	apply	
them	at	the	port,	thus	effectively	becoming	an	
export	tax	(see	below).	Royalties	applied	at	the	
port	reflect	the	FoB	value	rather	than	the	value	
of	the	mineral	at	the	mine	gate,	i.e.,	the	“freight	
on	board	the	ship”	value	of	 the	mineral,	which	
is	adjusted	to	 incorporate	additional	costs	 into	
such	 as	 insurance	 and	 freight	 transportation	
charges.

Royalties	 ensure	 that	 the	 country	 obtains	 a	
minimum	value	of	the	mineral	produced.	These	
may	 be	 imposed	 as	 an	 amount	 per	 unit	 of	
production	(unit-based),	at	a	rate	based	on	the	
value	of	the	mineral	sold,	or,	less	commonly,	on	
the	basis	of	the	profits	from	or	the	profitability	
of	the	mining	operation.	In	addition	to	ensuring	
that	 at	 least	 a	 minimum	 amount	 is	 paid	 in	
taxes,	royalties	are	relatively	easy	to	determine	
and	 collect,	 and	 thus	 pose	 fewer	 demands	 on	
the	 government’s	 tax	 authority..	 Royalties	 are	
generally	applicable	on	the	value	of	the	minerals	
at	mine-gate,	 to	 recompense	 the	State	 for	 the	
loss	 of	 the	 resource,	whether	 a	 profit	 is	made	
or	not.	However,	if	royalty	rates	are	set	too	high	
they	will	sterilize	marginal	deposits/reserves	as	
they	are	actually	a	working	cost.

Mineral export taxes

Mineral	export	taxes	are	usually	applied	on	the	
FoB	value	of	mineral	exports	to:

 ₌ Encourage	 local	 beneficiation	 (value	
added)

 ₌ Protect	 strategic	 feedstocks	 for	 local	
consumption

 ₌ Raise	revenue	(not	efficient)	

Not	many	African	countries	use	mineral	export	
taxes,	although	such	taxes	are	used	extensively	
by	newly	industralized	countries	such	as	China	
and	 Russia.	 Guinea,	 however,	 is	 an	 exception.	
Mineral	 export	 taxes	 could	 be	 an	 effective	
instrument	 for	 facilitating	 mineral	 value	
addition,	where	 there	 is	 a	 clear	 business	 case	
for	 beneficiation.	 However,	 they	 are	 strongly	
opposed	 by	 OECD	 countries,	 which	 fear	 that	
access	 to	 mineral	 resources	 would	 be	 limited	
(curtailed	in	European	Union	EPAs	and	European	
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Commission	“Raw	Materials	Strategy”37).	

An	export	 tax	could	be	distortionary	 if	 set	 too	
high	 (>5	per	 cent)	 as	 it	 is	 effectively	 a	 second	
(export)	 “royalty”,	adding	 to	working	costs,	and	
thereby	increasing	the	hurdle	rate	and	sterilizing	
deposits/reserves).	It	should	only	be	applied	to	
selective	minerals,	after	a	value	added	feasibility	
study.	

Mineral	export	 taxes	 in	Guinea	appear	 to	be	a	
second	royalty	(split	to	encourage	beneficiation)	
across	the	board	and	are	applicable	whether	or	
not	 there	 is	a	viable	business	case	 for	 locating	
the	 next	 beneficiation	 step	 in	 the	 country.	
Consequently,	 the	 primary	 objective	 would	
seem	 to	 be	 revenue	 collection	 rather	 than	
industrial	strategy.

Other indirect taxes

Import duties: Ideally,	these	should	be	an	industrial	
development	instrument,	but	in	many	countries,	
it	is	applied	as	a	fiscal	instrument.	Nevertheless,	
these	 countries	 do	 offer	 exemptions,	 as	major	
mineral	 projects	 are	 often	 capital	 intensive.	
These	exemptions	should	only	be	for	the	capex	
phase	of	the	project	(one	to	three	years),	if	at	all,	
to	encourage	backward	linkages	for	the	ongoing	
project	consumables,	that	is,	the	opex	phase.

VAT/General Sales Tax:	 Minerals	 produced	 in	
Africa	 are	mostly	 exported	 and	 are	 zero-rated	
in	terms	of	the	standard	destination-based	VAT	
system.	 Consequently,	 some	 countries	 have	
made	mining	 project	 imports	VAT	 free.	Owing	
to	 weak	 VAT	 administrations	 (tardy	 refunds)	
however,	 this	 effectively	 disadvantages	 local	
suppliers	 (backward	 linkages)	 and	 should	 be	
avoided	 (mineral	project	 imports	should	attract	
VAT/General	Sales	Tax	and	import	duties).

Labour levies:	 For	 skills	 development	 and	
unemployment	benefits,	for	instance,	levies	are	
usually	applied	on	the	value	of	wages.	Although	
these	 also	 add	 to	 costs,	 there	 is	 a	 standard	
level	 at	 which	 responsible	 companies	 should	
invest,	if	they	are	to	renew	or	develop	their	skills	
assets	in	order	to	generate	returns.	This	would	
be	 the	minimum	obligatory	 level,	which	would	
not	 impact	 on	 “responsible”	 companies,	 but	
oblige	companies	that	rely	on	poaching	skills	to	
contribute	to	the	national	skills	pool38.

37	 European	Commission	2011,	“Tackling	the	Challenges	on	Commodity	Markets	and	on	Raw	Materials”,	COM	(2011)	25	final,	
Brussels,	2.2.2011
38	 	The	South	Africa	Mining	Charter	sets	the	standard	target	at	5	per	cent	of	payroll.

State equity

State equity	 is	equivalent	to	CIT	(but	maintains	
the	national	CIT	rate).	State	equity	could:

1. Secure	 a	 higher	 slice	 of	 economic	 rent	 in	
times	of	buoyant	commodity	prices	 (in	 lieu	
of	RRT	or	additional	profit	taxes);

2.	 Enhance	stability	and	prevent	renegotiation	
of	fiscal	terms	(but	a	resource	rent	tax	could	
be	more	effective);

3.	 Increase	 government	 influence	 on	 the	
establishment	 of	 mineral	 linkages	 (in	 lieu	
of	 effective	 laws/regulations)	 and	 other	
national	development	objectives.	However,	
State	 representatives	 on	 the	 boards	 of	
mining	companies	are	often	“captured”.

Paid-up	equity	can	be	costly	for	the	State	and	is	
a	potential	conflict	of	interest,	as	regulator	and	
player,	 for	 environmental	 and	 labour	 laws,	 for	
instance.	 Investors	 tend	 to	 prefer	 government	
role	 as	 regulator	 and	 tax	 collector,	with	 equity	
less	than	15	per	cent.	State	equity	participation	
is	realized	in	many	forms:

 ₌ Commercially	 transacted	 paid-up	
equity

 ₌ Paid-up	equity	on	concessional	terms

 ₌ Carried	interest	–	government	pays	for	
it	from	production	proceeds	

 ₌ Tax	exchanged	for	equity	(reduced	tax	
liability)

 ₌ Equity	 in	 exchange	 for	 State	
infrastructure	provision

 ₌ Free	 equity	 or	 “free	 carry”	 (less	
transparent,	as	taxes	may	be	offset)

 ₌ Combinations	of	the	above

The	Guinea	Mining	Code	stipulates	a	State	free-
carry	of	15	per	cent	for	mining	of	ores	(see	Table	
11	below)	and	paid	up	equity	to	the	tune	of	35	
per	cent	(free-carry	plus	paid	up).

Other forms of mineral revenues

Some	other	forms	of	revenue	from	mining	are:

• An	upfront	“bullet”	payment	(auction,	public	
tender),	which	could	be	costly,	as	the	State	
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will	 generally	 get	 more	 from	 back-loaded	
instruments	because	it	invariably	has	a	lower	
discount	rate	than	the	investor.

• Surface	 fees:	 Usually	 on	 area	 ($/Ha).	 This	
helps	to	limit	exploration	and	mining	areas	to	
economic	targets	and	avoid	the	“sterilization”	
(squatting)	of	potential	mineral	assets.	These	
fees	should	be	set	at	a	very	low	percentage	
of	 costs	 (increase	 the	 hurdle	 rate)	 in	 order	
not	to	sterilize	potential	projects	(especially	
large	 marginal	 projects).	 For	 exploration,	
a	 better	 instrument	 is	 an	 annual	 minimum	
work	($/ha)	obligation.

• Capital	 gains	 tax	 on	 exploration	 “flips”.	 To	
discourage	 opportunistic	 speculators,	 a	
capital	 gains	 tax	 could	 be	 considered	 for	
exploration	 or	 mining	 licenses	 that	 are	
“flipped”	before	mineral	production.	The	tax	
would	apply	to	the	difference	between	the	
flip	price	and	the	total	allowable	exploration	
spend	 to	 the	 flip	 date.	 Alternatively,	 a	
resource	 rent	 tax	 could	 also	 be	 applied	 to	
the	 exploration	 phase,	 which	 would	 then	
give	the	State	a	share	of	the	capital	gains	at	
the	tax	rate.

• License	 fees:	 These	 are	 necessary	 to	 filter	
out	 opportunists,	 but	 need	 to	 be	 low	
enough	not	to	discourage	serious	explorers/
investors.	

Fiscal stability clauses

As	 many	 have	 pointed	 out,	 it	 is	 important	 to	
focus,	not	only	on	particular	elements,	but	also	
on	the	overall	tax	package.	In	many	large-scale	
projects	 in	Africa,	 sponsors	 (and	 their	 lenders)	
have	sought	and	obtained	assurances	that	there	
would	be	no	additions	to	the	total	tax	package	
agreed	 initially	 (save	 for	 minor	 taxes	 up	 to	 a	
specified	amount).	During	the	recent	period	of	
high	prices	and	profits,	where	the	agreed	regimes	
did	 not	 earn	 countries	 commensurate	 shares	
of	 the	 higher	 profits	 generated,	 the	 pressure	
on	 governments	 to	 impose	 additional	 taxes	 in	
spite	 of	 such	 stabilization	 clauses	 has	 proved	
irresistible	 in	 several	 instances.	This	 reinforces	
the	argument	about	the	need	to	develop	fiscal	
regimes	 that	 uphold	 equity	 during	 booms	 and	
busts	in	the	mineral	price	cycle	(e.g.	RRT).	

Stability	 clauses	 facilitate	 the	 raising	 of	 capital	
for	 investment	 for	 large	 projects.	 However,	
the	 clauses	 are	 often	 unnecessarily	 broad	 and	
extensive.	There	really	should	be	little	need	for	

investor	assurance	provided	by	stability	clauses	
on	discrete	tax	 instruments	beyond	the	tenure	
of	the	initial	capex	loans.	

If	taxes	are	deferred	continuously,	the	pressures	
for	 renegotiation	 grow.	Hence,	most	 investors	
seek	 fiscal	 stability	 clauses.	 The	 perception	 of	
fiscal	 stability	 is	 enhanced	 if	 the	 tax	measures	
introduced	correlate	taxes,	such	as	progressive	
profit	taxes,	with	the	rate	of	return.	

Fiscal	preservation	clauses	may	 initially	 appear	
attractive,	but	in	the	long	run,	may	prove	to	be	
very	 expensive,	 as	 they	 limit	 the	State’s	 ability	
to	change	fiscal	terms	for	“super	profits”.	There	
are	 different	 forms	 of	 stability	 clauses,	 such	
as	 freezing	 rates	 and	 the	 tax	 base	 definition.	
There	 is	 also	 the	 guarantee	 of	 the	 investor	
share	of	economic	rent.	These	could	be	complex	
administratively,	 if	 applied	 per	 project.	 Fiscal	
stability	clauses	should	only	be	used	sparingly,	
and	then	only	on	discrete	fiscal	elements	and	for	
the	duration	of	the	initial	loans	(maximum	seven	
years).	 Guinea	 offers	 a	 10-year	 stabilization	
period.

Other instruments that impact on the fiscal 
regime:

Both	 the	 AMV	 and	 the	 CMV	 underline	 the	
importance	 of	 developing	 the	 seminal	 mineral	
economic	 linkages,	while	the	resources	are	still	
extant,	to	facilitate	national	growth,	development	
and	 industrialization.	 Under	 the	 AMV,	 these	
are	 (the	 upstream	 (backward-inputs,	 supplier	
industries),	 downstream	 (forward-beneficiation,	
value	 addition)	 and	 side-stream	 (infrastructure,	
skills,	technology	development)	linkages.

However,	most	of	 the	 instruments	 to	 facilitate	
the	realization	of	these	linkages	(incentives	and	
disincentives)	 will	 impact	 on	 the	 fiscal	 regime	
directly	 (tax	 allowances)	 or	 indirectly	 (reduced	
surplus	for	taxation).	Examples	are	local	content	
obligations	 (upstream	 linkages)	 that	 could	
increase	 input	 costs	 and	 lower	 taxable	 profits	
(though	this	is	somewhat	offset	by	the	increased	
tax	take	from	the	supplier	industries)	and	lower	
royalties	for	more	beneficiated	products	(again,	
somewhat	offset	by	the	increased	tax	take	from	
the	 downstream	 economic	 activities	 if	 they	
occur	–	VAT,	PAYE,	tariffs,	excise,	etc.).

As	the	linkages	industries	do	not	have	resource	
rents,	 their	 return	 on	 investment	 tends	 to	 be	
within	the	global	range	of	5-20	per	cent),	generally	
below	the	mining	range	of	5-400	per	cent.	This	
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means	that	the	overall	return	on	investment	for	
an	 integrated	 company	will	 generally	 be	 lower	
than	one	that	sticks	to	“dirt	digging”.	However,	
the	overall	impact	on	the	economy	of	the	latter	
would	 be	 much	 greater	 in	 terms	 of	 growth,	
development	and	industrialization.

F. Mineral taxation in Guinea

Overview

The	 Guinean	 mineral	 taxation	 regime	 is	 fairly	
“modern”	 in	 comparison	 with	 that	 of	 other	
countries	 in	 the	 region	and	 the	continent.	The	
mining	corporate	tax	is	30	per	cent	(35	per	cent	
for	other	sectors),	but	there	are	numerous	other	
direct	 and	 indirect	 taxes	 such	 as	 CGT,	 WHT,	

VAT	 and	 payroll	 tax.	 See	Table	 7).	 Several	 tax	
instruments	such	as	mineral	royalties	(extraction	
tax),	surface	royalties,	mineral	export	taxes	and	
State	free	equity	apply	only	to	minerals.

The	general	 (economy-wide)	 taxes	 (Table	7)	 all	
appear	to	be	within	international	norms,	though	
withholding	taxes	on	dividends	may	benefit	from	
a	higher	rate	for	investments	from	tax	havens,	as	
is	done	in	Brazil.

The	main	mineral	fiscal	revenue	instruments	are	
surface	 royalties,	 mineral	 extraction	 royalties	
(extraction	 tax),	 mining	 CIT,	 mineral	 export	
taxes,	 State	 free-carry	 and	 withholding	 taxes	
and	duties	(import	tariffs)	(Table	8	and	Table	11).

The	mineral	fiscal	regime	also	appears	to	be	within	

Table 7:Guinea general fiscal regime: Summary

Source: Code Minier 2013 & EY 2014 “Worldwide Corporate Tax Guide 2014” www.ey.com.

General Taxes % Notes

Corporate	income	tax	(CIT)	rate

Mining	CIT 30 30%	in	2013	mining	code

Other	sectors	CIT 35 Minimum	CIT:	3%	of	turnover	

Capital	gains	tax	rate	 35 May	be	deferred	if	gains	are	reinvested

Branch	tax	rate	 35
Withholding	taxes

Dividends	and	Directors’	fees	 10

Interest	 10

Royalties	from	patents,	know-how,	etc.	 15 Payments	to	non-residents

Capital	gains	on	shares	 10

Payments	for	services	(in	Guinea) 15 To	non-residents	

Technical	services	 15

Management	services	 15

Branch	remittance	tax	 10 Subject	to	forex	regulations

Net	operating	Losses	(Years)

Carry-back	 0y Years

Carry-forward	 3y Years

VAT	rate 18

Resident	(personal)	tax	rate	(stepped) ≤40 10%,	15%,	15.7%,	20%,	25%,	30%,	35%,	40%

Payroll	taxes

Payroll	tax 6 On	salaries	plus	benefits

Social	security	taxes	on	payroll

Employee	contribution 6 Of	gross	salary,	withheld	by	employer

Employer:	family	allowances 6 On	gross	wages

Employer:	work	injuries 4 On	gross	wages

Employer:	medical	expenses 4 On	gross	wages

Employer:	benefits 4 On	gross	wages
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Table 8: Guinea mineral fiscal regime: Summary

See Table 11 for State equity. 

Source: Code Minier 2013. 

Mineral taxes % Notes
Surface royalties (exploration/mining titles) $10 - $300 US$/km2
Mining CIT 30
Mineral Royalties (extraction tax)
Precious	Metals	(Ag,	Au,	PGMs) 5 Price:	London	PM	fix
Iron ore 3 Price:	Platts-based	(Brazil-PRC)
Bauxite 0.075 Price:	40%	LME	Al	price
Base	Metals	(Cu,	Sn,	Ni,	Zn) 3 FOB	price
Minor	Metals	(Co,	Ti,	Mo) 3 FOB	price
Diamonds:	industrial	production 5 Price:	BNE*	assessment
Diamonds:	semi-industrial	production 3.5 Price:	BNE	assessment
Precious	stones:	industrial	production 2 Price:	BNE	assessment

Precious	stones:	semi-industrial	production 1.5 Price:	BNE	assessment

Stones	>$500,000	value	 5 Price:	BNE	assessment

Mineral export tax
Iron ore 2 Price:	Platts-based	(Brazil-PRC)

Bauxite 0.075 Price:	40%	LME	Al	price
Base	Metals	(Cu,	Sn,	Ni,	Zn) 2 FOB	price
Minor	Metals	(Co,	Ti,	Mo) 2 FOB	price
Uranium	concentrate	(yellowcake) 30 Ux^	Spot	Price	U2O8
Other	radio-active	minerals 20 Ux	Spot	Price
Diamonds:	industrial	production 3 Price:	BNE	assessment

Diamonds:	semi-industrial	production 3 Price:	BNE	assessment

Precious	Stones:	industrial	production 1.5 Price:	BNE	assessment

Precious	Stones:	semi-industrial	production 1.5 Price:	BNE	assessment

Stones	>$500,000	value	 5 Price:	BNE	assessment

Import tariffs (mining inputs)
Exploration	phase	exemption	list 0 Only	items	necessary	for	exploration

Construction	phase	exemption	list 0 Only	items	necessary	for	construction

Operations	phase	reductions	list ≤5 Reductions	as	per	agreed	List

VAT (reclaimed if final product exported)
Exploration	phase	exemptions 0 Only	items	necessary	for	exploration

Construction	phase	some	exemptions 0 Ultimately	refundable	if	exported

Operations	phase	some	exemptions 0 Ultimately	refundable	if	exported

State Participation
State	equity:	free-carry 15 See	table	for	value	added	plants

Paid-up	equity 30 See	table	for	value	added	plants

Contribution to local development fund 
Bauxite	and	iron	ore 1 Of turnover

All	other	minerals 0.5 Of turnover

All	prices	unit	based:	metals/ores/concs-	Mt,	gems-	ct,	precious	metals-	Australia

*BNE:	National	Bureau	of	Expertise;	^Ux:	Uranium	Exchange.	LDF:	Local	Development	Fund
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international	norms,	although	the	export	taxes	(=	
royalty)	on	radioactive	minerals	are	exceptionally	
high	and	 the	 royalty	on	bauxite	 appears	 to	be	
somewhat	low	(extraction	plus	export	tax	=	0.15	
per	cent).	The	exceptionally	high	export	 taxes/
royalties	could	sterilize	all	resources	except	very	
high	 grade	 ones.	 Such	 taxes	 would	 therefore	
adversely	 impact	 the	 enabling	 environment	
that	 underpins	 exploitation	 of	 these	 minerals,	
thus	undermining	potential	benefits	 that	could	
accrue	from	the	mining	activity.

The	 CMV	 presents	 a	 useful	 checklist	 of	 high-
level	pertinent	questions	to	assist	African	States	
in	improving	their	mineral	fiscal	regime39.	These	
include:

39	 	CMV	2014	p54

Royalties

The	mining	code	has	extraction	taxes	on	value	of	
production	(royalty),	export	taxes	(also	equivalent	
to	 royalty)	 as	well	 as	 community	 development	
contributions	(from	the	local	development	fund	
(LDF))	on	turnover	(also	equivalent	to	a	royalty).	
The	extraction	and	export	taxes	would	equate	to	
a	double	royalty	for	raw	ores	and	concentrates	
if	 they	 are	 not	 transformed	 domestically	
before	 export.	 Consequently,	 it	 is	 assumed	
that	 this	 architecture	 would	 encourage	 local	
beneficiation	 (value	 addition)	 of	 crude	 mineral	
ores/concentrates.	 For	 instance,	 for	 iron	 ore,	
the	 royalty	 is	 3	 per	 cent	 and	 the	 export	 tax	 is	
2	per	cent,	giving	a	total	“royalty”	of	5	per	cent	
of	 the	value,	 unless	 the	 ore	 is	 transformed	 in-

Table 9: The CMV fiscal mineral regime interrogation

Source: CMV 2014 and Author.

CMV question Guinea
Does	the	fiscal	regime	deliver	value	for	the	country	over	the	long	
term?

Partially	–	lacks	RRT	needed	to	garner	resource	
rents

Does	the	fiscal	regime	ensure	that	Government	receives	a	rising	
share	of	the	revenues	with	rising	profitability	of	mining	activities	
(progressivity)?

Partially	through	CIT	and	royalties,	but	lacks	RRT	
needed	to	share	more	equitably

Does	the	fiscal	regime	guarantee	appropriate	minimum	government	
revenue	in	all	production	periods	and	price	cycles	(stability)?

Partially,	through	royalties	but	lacks	a	
“stabilization	fund”	to	support	State	revenues	
during	mineral	price	downturns

Does	the	fiscal	regime	ensure	robustness	to	changing	circumstances	
(stability	and	flexibility)?

No,	stability	clauses	(10	years)	constrain	
flexibility	and	high	royalties	(extraction	and	
export	taxes),	sterilize	resources,	particularly	
during	price	downturns

Is	the	fiscal	regime	designed	to	encourage	long-term	investments? Yes,	stability	clause,

Does	the	fiscal	regime	limit	opportunity	or	create	loopholes	for	tax	
avoidance	and	evasion?

Strong	on	legal	requirements	but	weak	on	
capacity	to	monitor	and	administer

Does	government	offer	stability	clauses?	Are	they	the	appropriate	
instruments	to	achieve	the	desired	outcomes	and	are	they	limited	in	
duration?

Yes,	10	years,	but	should	rather	be	limited	to	the	
term	of	the	capex	loans	(max	10	years)

Does	the	fiscal	regime	contain	provisions	for	capital	gains	tax?
Yes,	35%,	but	must	be	better	handled	through	
an	RRT

Are	the	instruments	of	the	fiscal	regime	easy	to	implement?
Not	necessarily,	but	some	instruments	(e.g.	
transfer	mis-pricing)	are	inherently	complex

Does	the	fiscal	regime	inspire	confidence	that	the	country	is	
collecting	what	is	due	or	owed	and	what	is	fair?

Somewhat,	but	it	lacks	instrument	to	capture	an	
equitable	share	of	the	resource	rents,	particularly	
during	commodity	price	booms

Does	the	country	have	adequate	administrative	capacity	and	
institutions	with	clear	roles/mandates	to	collect	all	revenues?

Could	generally	benefit	from	improved	capacity	
and	key	performance	areas/key	performance	
indicators

Does	the	country	have	oversight	audit	institution(s)	and	
mechanisms?

Yes,	but	in	need	of	capacitation

Does	the	fiscal	regime	facilitate	and	encourage	mineral	economic	
linkages?

Limited	instruments	-	need	focused	linkages	
development	instruments

Note: The answers (left column) are constrained by the author’s limited time in Guinea (mainly secondary sources)
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country	 into	 iron	 units	 such	 as	 hot	 briquetted	
iron,	direct	 reduced	 iron	and	pig	 iron,	 in	which	
case	it	will	be	3	per	cent.	The	royalty	and	tax	do	
apply	 however,	whether	 the	 next	 beneficiation	
step	could	viably	be	undertaken	in	Guinea	or	not,	
especially	 if	 it	 appears	 to	 be	mainly	 a	 revenue	
collection	 instrument	 rather	 than	 an	 industrial	
strategy	 instrument	 that	provides	greater	value	
addition.

When	combined,	the	extraction	and	export	taxes	
plus	 the	 local	 development	 fund	 contribution,	
equate	 to	 significant	 “royalties”	 with	 a	
corresponding	 significant	 increase	 in	 mining	
costs	(Table	10).	For	example,	for	a	mine	where	
costs	are	70	per	cent	of	turnover,	the	combined	
“royalty”	 of	 5.5	 per	 cent	 for	 base	 metals	 will	
increase	costs	by	8	per	cent	and	for	uranium	by	
as	much	as	44	per	cent	–	sterilizing	all	but	very	
rich	deposits.

Royalties	 are	 a	 crude	 and	 destructive	 tax	
instrument	 because	 they	 add	 to	 costs	 (based	
on	value	 of	 output)	 and	 thereby	 raise	 the	 cut-
off	 grade	 and	 consequently	 sterilize	 resources	

and	 curtail	mining	 activity	 (Figure	9).	They	 are,	
however,	 no	 less	 susceptible	 to	 tax	 evasion,	
particularly	 transfer	 pricing,	 than	 taxes	 such	 as	
the	corporate	income	tax	and	the	resource	rent	
tax	on	 the	 surplus	produced	 (over-invoicing).	A	
more	efficient	method	of	capturing	an	equitable	
share	 of	 the	 mineral	 rents	 could	 be	 to	 lower	
royalties	to	1	per	cent	and	introduce	a	resource	
rent	tax	on	returns	above	the	general	hurdle	rate	
(return	on	investment)	for	investment	in	Guinea,	
in	 parallel	 with	 interventions,	 to	 bolster	 tax	
collection	 to	 control	 tax	 evasion	 (transfer	 mis-
pricing).

State participation

The	 State	 free-carry	 provision	 also	 varies	
according	 to	 the	 degree	 of	 transformation	
(beneficiation)	 to	 encourage	 the	 establishment	
of	minerals	value	addition	industries	in	Guinea.	In	
general,	it	is	set	at	15	per	cent	on	crude	minerals	
and	 2.5-5	 per	 cent	 on	 transformed	 mineral	
products.	For	 instance,	 the	 free-carry	 is	15	per	
cent	on	aluminium	ore	 (bauxite),	5	per	cent	on	
an	 integrated	 bauxite-alumina	 (Al2O3)	 project	

Table 10: Effective combined “royalty” rates

Source: Derived from Guinea Mining Code 2013.

Mineral Extraction tax Export tax LDF Total “Royalty”

Precious	metals	(Ag,	Au,	PGMs) 5 0 0.5 5.5
Iron ore 3 2 1 6
Bauxite 0.075 0.075 1 1.15
Base	metals	(Cu,	Sn,	Ni,	Zn) 3 2 0.5 5.5
Minor	metals	(Co,	Ti,	Mo) 3 2 0.5 5.5
Uranium	concentrate	(yellowcake) 0 30 0.5 30.5
Other	radioactive	minerals 0 20 0.5 20.5
Diamonds:	industrial	scale 5 3 0.5 8.5
Diamonds:	semi-industrial	scale 3.5 3 0.5 7
Precious	stones:	industrial	scale 2 1.5 0.5 4
Precious	stones:	semi-industrial	scale 1.5 1.5 0.5 3.5
Gems	>$500,000	value	 5 5 NA 10

Table 11: State participation in mineral extraction and processing

Source: Mining Code 2013.

State participation (%) Free-carry Paid up Total
Bauxite 15 20 35
Bauxite-alumina	(integrated	project) 5 30 35
Alumina 7.5 27.5 35
Aluminium 2.5 32.5 35
Iron ore 15 20 35
Steel 5 30 35
Gold	and	diamonds 15 20 35
Radioactive	ore 15 20 35
Other	mineral	substances 15 20 35
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(mining	 and	 calcining/refining),	 7.5	per	 cent	on	
a	stand-alone	alumina	plant	and	2.5	per	cent	on	
a	stand-alone	aluminium	smelter,	presumably	to	
incentivize	value	addition	plants.

However,	the	free-carry	will	also	add	to	financing	
costs	 (indirectly	 adds	 to	 capex),	 increase	 the	
viable	 cut-off	 grade	 and	 sterilize	 resources	 for	
mining	and	decrease	the	viability	of	downstream	
processing	(beneficiation)	plants	(adds	to	capex).	
It	is	inefficient	in	terms	of	optimizing	the	revenue	
from	mining,	while	still	attracting	 investment	 in	
mining	and	into	beneficiation	plants,	and	growing	
the	sector.	

Stabilization

The	 maximum	 stabilization	 of	 the	 fiscal	 and	
customs	 regime	 in	 Guinea	 is	 15	 years,	 from	
the	 grant	 of	 the	mining	 title	 (Mining	Code	 no.	
182),	and	applies	to:	the	corporate	 income	tax,	
the	 local	 development	 fund	 contribution,	 the	
flat	rate	import	duty,	extraction	tax	rate	and	the	
export tax rate.

Specifically,	expressly	excluded	from	stabilization	
are	the	rates	for	fixed	fees,	annual	royalties	and	
surface	royalties	indicated	in	Articles	159-I	and	
160	 of	 the	 Code	 as	well	 as	 excise	 duties	 and	
environmental	taxes.

With	 the	exception	of	 the	 tax	on	extraction	or	
production	and	the	export	tax,	stabilization	does	
not	cover	the	bases	for	contributions,	fees	and	
taxes.

Any	change	in	the	tax	base,	however,	during	the	
period	of	stabilization,	which	does	not	apply	to	
all	 taxpayers	 subject	 to	 the	same	contribution,	
fee	or	tax,	but	which	will	affect	holders	of	mining	
titles	exclusively,	will	be	deemed	discriminatory	
and	will	not	be	binding	on	them.

Conclusion

The	current	mineral	fiscal	regime	is	sub-optimal	
because	 it	 fails	 to	 balance	 maximizing	 State	
revenues	with	 encouraging	 investment	 in	 new	
exploration	and	mining.	It	tends	to	add	to	costs	
(surface	royalties,	extraction	taxes,	export	taxes,	
community	 contributions),	 thereby	 sterilizing	
resources	 rather	 than	 focusing	 on	 getting	 an	
equitable	share	of	the	surplus	(profit)	generated.	
However,	although	taxes	on	surpluses	(including	
resource	rents)	could	yield	larger	revenues	to	the	

40	 	Code	Minier	2013,	Article	22:	Grant:	“For	areas	that	have	already	been	prospected,	containing	a	known	deposit	or	a	deposit	
that	has	attracted	 interest	from	several	companies,	 the	granting	procedure	will	be	by	competitive	and	transparent	tender	offers	and	a	
transparent	call	for	tenders	in	accordance	with	the	rules	to	be	set	out	in	regulations,	and	approved	by	the	National	Mining	Commission”	
(unofficial	English	translation).

State	over	the	longer	term,	via	a	higher	rent	share	
(through	increased	new	exploration	and	mining	
investments	 and	 the	 exploitation	 of	 more	 ore	
due	to	the	minimization	of	 the	cut-off	grades),	
these	revenues	will	tend	to	be	more	volatile	and	
“back-loaded”	over	the	life	of	the	mine.	Indeed,	
they	will	generally	come	later	than	taxes	based	
on	revenue	or	costs,	due	to	high	start-up	costs	
(capex)	 for	most	mineral	developments	 (capital	
expensing	 provisions)	 and	 the	 resource	 rent	
return	 threshold.	 Yet,	 there	 is	 a	 clear	 national	
need	to	increase	fiscal	revenues	from	mining	in	
the	short	to	medium	term.

Consequently,	 there	 are	 two,	 apparently	
contradictory,	State	mineral	fiscal	objectives:	

1. Maximize	 the	 returns	 to	 the	State	 from	 its	
mineral	endowment	(over	life	of	mine);	

2.	 Garner	 short-term	 income	 to	 ameliorate	
short-term	fiscal	revenue	constraints.

However,	 this	 conundrum	 could	 be	 finessed	
through	 a	 judicious	 combination	 of	 tax	 and	
hedging	instruments.

An	optimal	mineral	fiscal	regime	should	minimize	
taxes	that	add	to	costs	and	maximize	taxes	on	
the	surplus	(rents)	generated.

G. Guinea fiscal proposals:

Mineral property price discovery

The	most	efficient	method	of	approximating	the	
optimal	fiscal	regime	for	a	given	mineral	deposit	
is	to	get	a	market	response	through	transparent,	
fair	 and	 open	 public	 tender	 of	 the	 property,	
where	the	tax	rate/s	could	be	bid	up,	to	get	the	
optimal	rate.

The	 Mining	 Code	 already	 caters	 for	 the	
competitive	tender	“for	areas	that	have	already	
been	 prospected,	 containing	 a	 known	 deposit	
or	 a	 deposit	 that	 has	 attracted	 interest	 from	
several	 companies”40.	 However,	 this	 needs	
to	 be	 tightened	 up	 through	 an	 urgent	
categorization	 of	 the	 territory	 of	 Guinea	
based	 on	 mineral	 potential,	 through	 a	
declaration	 from	 (DNRGH)	 confirming	 that	
the	 exploration	 title	 area	 has	 no	 known	
mineral	 assets	 and	 by	 stipulating	 that	 all	
extinct	 or	 abandoned	 mineral	 title	 areas	
may	 not	 be	 granted	 an	 Exploration	Permit	
(Mining	Code	Article	22).	
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Recommendations:

1. The	 entire	 Guinea	 territory	 should	 be	
categorized	 into	 mineral	 terrains:	 (a)	 with	
known	 mineral	 assets	 (to	 be	 prepared	
for	 tender);	 (b)	 with	 no	 (or	 unknown)	
mineral	 assets	 (to	 be	 opened	 for	 private	
exploration);	 and	 (c)	 terrains	 with	 partially	
known	 mineral	 assets	 (to	 be	 reserved	 for	
further	 investigation	 by	 the	 State).	 This	
should	 initially	 be	done	using	only	 existing	
data	(including	remote	sensing)	by	DNRGH,	
with	appropriate	expert	assistance;	

2.	 Known	 mineral	 properties	 should	 be	
prepared	 for	 tender	 and	 put	 out	 to	 bid	
against	a	weighted	matrix	of	fiscal	rates	and	
linkages	development	(see	Table	3

Example	of	a	mineral	concession	bid	evaluation	
matrix).	The	Simandou	II	(north)	property	could	
be	the	pilot	tender	in	this	regard;

Unknown	 mineral	 terrains	 should	 be	 opened	
up	for	exploration	once	a	progressive	tax,	such	
as	 the	 resource	 rent	 tax	 is	 in	 place,	 to	 ensure	
that	 the	 State	 receives	 an	 equitable	 share	
from	 exceptional	 discoveries).	 No	 exploration	
license	 should,	 however,	 be	granted	without	 a	
declaration	 from	 DNRGH	 that	 the	 application	
area	 contains	 no	 potentially	 biddable	 mineral	
deposits;

Partially	 known	 mineral	 terrains	 should	 be	
reserved	 for	 exploration	 by	 the	 State	 and/
or	 its	 sub-contractors/partners	 to	 determine	
which	areas	should	be	moved	to	the	known	and	
unknown	categories.

Corporate income tax

The	 corporate	 income	 tax	 rate	 for	mining	 falls	
within	 international	 and	 regional	 norms.	 The	
mining	sector	should	thus	continue	to	pay	at	the	
rate	 of	 30	 per	 cent.	 The	 national	 rate	 should,	
however,	be	lowered	from	35	per	cent	to	30	per	
cent	to	bring	it	in	line	with	international	norms	
as	well	as	the	mining	corporate	income	tax	rate.	
Such	 alignment	 will	 help	 avoid	 impediments	
that	 will	 otherwise	 ensue	 and	 undermine	 the	
development	 of	 the	 seminal	 mineral	 linkages	
industries	 (supplier	 industries,	 value	 addition	
plants,	 infrastructure	 companies	 and	 skills/
technology	development	companies).

41	 	Possibly	split	between	an	extraction	tax	of	0.5	per	cent	and	an	export	tax	of	0.5	per	cent	to	maintain	the	current	beneficiation	
incentive.

Royalties

Although	 the	 combined	 “royalties”	 (extraction	
and	 export	 taxes,	 plus	 the	 local	 development	
fund)	 fall	 within	 the	 global	 norms	 (except	 for	
radioactive	 minerals	 and	 bauxite),	 they	 could	
result	 in	 prohibitive	 fiscal	 conditions	 that	
constrain	mining	activity.	

Recommendation: Consideration	should	be	given	
to	reducing	extraction	and	export	royalties	to	a	
single	rate	of	1	per	cent	of	sales	for	all	minerals41 
and	 compensating	 the	 fiscus	 through	 a	
resource	rent	tax	on	all	minerals	(below).	Over	
the	life-of-mine,	on	aggregate,	the	resource	
rent	 tax	 will	 yield	 much	 higher	 revenues	
on	 significantly	 greater	 production	 (lower	
hurdle	rate)	than	the	current	configuration.

The	 local	 development	 fund	 contribution	
(“royalty”	of	0.5-1	per	cent	of	turnover)	should	
rather	 be	 funded	 from	 a	 small	 portion	 of	 the	
resource	 rent	 tax	 (below)	 of	 about	 1	 per	 cent	
of	the	tax	receipts.	However,	given	the	volatility	
of	 the	 resource	 rent	 tax	 receipts	 and	 the	 lead	
time	 before	 they	 trigger	 in,	 a	 national	 mining	
community	 development	 fund	 could	 be	 set	
up	 to	disburse	 the	 funds	 annually	 to	 the	 local	
development	fund,	using	a	formula	based	on	the	
turnover	of	the	mine/s	in	their	area.

Mineral export taxes

As	noted,	 in	 their	current	 form,	mineral	export	
taxes	on	all	minerals	are	in	effect	a	second	royalty,	
adding	to	costs	and	thus	sterilizing	resources	and	
curtailing	 economic	 activity.	 Accordingly	 they	
should	be	used	with	great	 circumspection	and	
only	to	stimulate	forward	linkages	(beneficiation)	
and	not	as	a	fiscal	revenue	instrument.	

Recommendation:	 Across-the-board	 export	
taxes	should	be	eliminated.	They	should	rather	
be	 used	 to	 facilitate	 targeted	 viable	 local	
downstream	beneficiation	by	obligating	 (in	 the	
code)	 all	mines	 to	carry	out	periodic	 feasibility	
analyses	 (every	 5	 to	 10	 years)	 of	 the	 next	
transformation	 (value	 addition)	 process,	 using	
a	 competent	 world-class	 consultancy	 selected	
from	a	shortlist	supplied	by	Government.	If	the	
independent	 study	 shows	 an	 internal	 rate	 of	
return	above	a	threshold	(10	per	cent),	the	State	
would	reserve	the	right	to	 impose	a	significant	
export	tax	on	all	exports	of	the	unbeneficiated	
product/s,	 commensurate	 with	 the	 projected	
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revenues	from	the	viable	downstream	investment	
opportunity	forgone.	This	is	unlikely	to	sterilize	
resources,	 as	mining	 investors	may	 be	 able	 to	
attract	an	investor	for	a	viable	beneficiation	plant	
(possibly	by	discounting	the	feedstock	price	by	a	
portion	of	the	putative	export	tax)	or	be	able	to	
invest	in	it	themselves,	or	in	partnership.

Resource rent tax 

Resource	 rent	 taxes	 are	 generally	 considered	
to	be	the	least	distortionary	of	tax	instruments,	
as	they	do	not	impact	on	investment	decisions	
for	 average	 or	 marginal	 resources,	 and	 they	
only	 trigger	 in	 above	 a	 threshold	 return	 set	 at	
the	 “expected”	 return.	 Strong	 global	 mineral	
demand,	 stemming	 from	 growth	 in	 Asia,	 has	
resulted	in	high	global	mineral	intensity	of	GDP	
and	much	 larger	 resource	 rents	 (scarcity	 rents	
from	 higher	 prices).	 This	 situation	 is	 expected	
to	 continue,	 albeit	with	 less	 intensity.	 Guinea,	
accordingly,	needs	to	ensure	that	it	captures	an	
equitable	 share	 of	 these	 resource	 rents	 while	
they	last.

In	 his	 2008	 paper	 on	 Resource	 Rent	 Taxation	
Theory	and	Experience,	Bryan	Land	points	out	
that	 the	 “RRT	 [resource	 rent	 tax]	 has	 mostly	
the	 same	 information	 and	 audit	 requirements	
as	conventional	 income	taxation”	and	that	 “tax	
leakage	safeguards	(dealing	with	transfer	pricing,	
thin	 capitalization,	 allocation	 of	 overheads,	
expenditure	 verification)	 are	 no	 different	 from	
those	 needed	 for	 any	 other	 kind	 of	 profit	
taxation”42,	such	as	the	corporate	 income	tax.	
42	 	Land	B.	2008
43	 Guj	P.	2012	“Mineral	Royalties	and	other	Mining-specific	Taxes”,	IM4DC

Nevertheless,	 the	 scope	 for	 transfer	 pricing	 is	
greater	than	that	for	royalties	(as	are	over-invoice	
costs	 for	 RRT).	 The	 Guinea	 revenue	 authority	
should	 therefore	 be	 appropriately	 capacitated	
to	minimize	 leakages	 (see	 section	on	 “Transfer	
pricing”	below).	

Table	 12	 shows	 a	 qualitative	 assessment	 of	
royalty/taxation	 types43.	 It	 is	 clear	 that	 in	
terms	 of	 maximizing	 revenue	 efficiency,	
optimizing	 the	 tax	 base	 and	 economic	
allocative	efficiency	(optimal	exploitation	of	
the	resource)	and	equity	(tax	impact	spread	
fairly),	a	resource	rent-based	tax	is	optimal.	
However,	 these	 royalty/taxation	 types	
suffer	 from	 revenue	 instability	 (cyclicity),	
possible	 transparency	 (ease	 of	 assessment	
by	community	and	other	stakeholders)	and	
stability	 (RRT	 rate	 or	 threshold	 changes)	
drawbacks	and	low	administrative	efficiency	
(compliance	 burden).	 Consequently	 a	
resource	 rent	 tax	 is	 proposed	 for	 Guinea,	
but	 with	 a	 “stability	 fund”	 (to	 remove	 the	
revenue	 instability),	 transparent	application	
(Extractive	 Industry	 Transparency	 Initiative	
and	 others)	 and	 the	 capacitation	 of	 the	
revenue	 authority,	 together	 with	 periodic	
corporate	 “forensic	 tax	 self-audits”	 (to	
increase	 administrative	 efficiency),	 to	
overcome	these	three	challenges.

Given	the	relatively	higher	compliance	costs	
of	a	resource	rent-based	tax,	consideration	
could	be	given	to	having	a	size-of-operation	

Table 12: Qualitative assessment of royalty/taxation types

Source: Guj P. 2012 “Mineral royalties and other mining-specific taxes”, IM4DC p7.
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threshold	 for	 its	 application	 (larger	 mines	
would	have	 lower	unit-cost	of	compliance)	
and	 having	 a	 royalty	 (unit	 value	 based)	
system	for	mines	below	the	threshold.

Recommendation: A	 resource	 rent	 tax	 of	 50	
per	 cent	 on	 all	minerals	 that	 triggers	 in	 at	 the	
“expected”	rate	of	return	on	 investment	should	
be	considered.	Consideration	could	be	given	to	
allowing	other	taxes	 (CIT,	 royalties,	and	surface	
fees)	 as	 costs	 before	 applying	 the	 RRT	 to	 the	
remaining	 free	 cash.	 Withholding	 taxes	 would	
still	be	applicable	on	dividends	declared	after	the	
payment	of	RRT.	All	new	legitimate	investments	
would	 be	 carried	 forward	 at	 the	 RRT	 trigger	
rate	 (threshold)	 creating	 an	 “RRT	 shield”,	which	
would	be	drawn	down	annually	by	the	free	cash.	
Once	 the	 RRT	 shield	 has	 been	 consumed,	 the	
investment/s	would	have	attained	the	threshold	
rate	 of	 return,	 which	 then	 triggers	 the	 RRT,	
until	 new	 investments	 are	 made.	 Any	 further	
investments	 would	 recreate	 the	 RRT	 shield,	
and	 the	 same	 procedure	would	 be	 followed	 (a	
generic	wording	of	RRT	legislation	is	attached	as	
Appendix,	but	applied	before	the	CIT).

The	 RRT	 threshold	 (the	 expected	 return	 on	
investment)	 would	 vary	 depending	 on	 the	
investor’s	 perception	 of	 the	 risk,	 particularly	
sovereign	 risk.	 Accordingly,	 a	 premium	 on	 the	
Treasury	 long-bond	 rate	 could	 be	 used,	 as	
this	 would	 move	 in	 tandem	with	 the	 market’s	
perception	 of	 the	 country’s	 investment	 risk.	
The	 long-bond	rate	plus	4-7	per	cent	could	be	
applied	in	Guinea	once	the	Treasury	commences	
issuing	long	bonds	(10-year	or	more).	Until	then,	
an	estimation	of	the	investment	hurdle	rate	for	
Guinea	(20	per	cent,	for	example)	could	be	used	
as	a	provisional	RRT	trigger.	As	it	 is	 introduced,	
the	 RRT	 could	 be	 back-calculated	 over	 the	
five	years	prior	 to	 the	 imposition,	which	would	
recognize	all	the	past	investments	and	free	cash	
generation	 (over	 five	 years)	 for	 determining	
whether	 the	 past	 returns	 (ROI)	 have	 breached	
the	 RRT	 threshold.	A	 simplified	 example	 of	 an	
RRT	on	a	new	investment	of	$1	billion	 is	given	
in	Figure	8.

Given	 the	 higher	 compliance	 costs	 associated	
with	 the	 RRT,	 consideration	 could	 be	 given	 to	
applying	it	only	to	larger	mining	operations	(e.g.	
sales	greater	than	$100	million	per	annum).	

Overall,	this	proposal	shifts	the	tax	burden	from	
marginal-average	return	deposits	to	higher	return	
operations	and	would	also	drop	all	cut-off	grades	

(lower	 royalties	 =	 lower	 costs)	 and	 stimulate	
investment	in	more	new	mines	and	the	mining	of	
more	reserves	from	existing	operations.

Given	 that	 most	 deposits	 embodying	 resource	
rents	 have	most	 probably	 already	 received	 the	
threshold	 return,	 there	 may	 not,	 in	 fact,	 be	
any	 difference	 between	 the	 revenue	 from	 the	
current	 royalties	 (extraction	 plus	 export	 taxes)	
and	revenue	from	the	proposed	RRT	plus	a	1	per	
cent	flat	royalty	rate.	There	may,	however,	be	a	
positive	immediate	impact	on	the	fiscus,	even	in	
the	short	to	medium	term.	This	clearly	needs	to	
be	simulated	or	modelled	before	the	parameters	
of	the	RRT	are	finalized.

Recommendation: Consequently,	 the	 Guinea	
revenue	 authority	 should	 be	 resourced	 to	
undertake	 an	 appraisal	 of	 the	 likely	 impact	
and	 resulting	 revenue	 differential,	 if	 any.	 The	
impact	of	applying	the	RRT	before	or	after	other	
taxes	could	be	assessed	under	 this	appraisal.	A	
conceptual	 graph	 illustrating	 the	 effect	 of	 high	
royalties	 on	 exploitable	 resources	 is	 shown	
in	 Figure	 9.	 In	 addition	 to	 the	 sterilization	 of	
potential	 reserves	 at	 operating	 mines,	 new	
investment	projects	(mines)	that	fall	between	the	
two	cut-off	grades	(Figure	9)	would	also	be	non-
viable	at	the	higher	royalty	rate.

Transitioning:	 If	 the	 Guinea	 revenue	 authority	
appraisal	 indicates	 a	 revenue	 shortfall	 in	 the	
short-term	(but	gain	in	the	longer	term),	a	portion	
(about	30	per	cent)	of	the	projected	RRT	(as	per	
the	company’s	mining	work-plan)	could	become	
an	 advance	 to	 the	 fiscus	 at	 an	 international	
average	 interest	 rate,	 such	 as	 the	 Moody’s	
Corporate	Bond	Index	Rate	(MOODCAAA)	plus	
an	 appropriate	 margin	 (about	 3	 per	 cent,	 for	
example),	 in	 equal	 instalments	 over,	 the	 next	
seven	years	or	so	(by	which	time	all	operations	
containing	 resource	 rents	 should	 have	 started	
contributing	 RRT).	This	 is	 in	 effect	 hedging	 30	
per	cent	of	 the	projected	RRT	at	MOODCAAA	
plus	3	per	cent.	

However,	given	that	many	operations	could	still	
be	within	their	fiscal	stability	period	(15	years?),	
these	mines	may	have	to	be	given	the	option	of	
remaining	 under	 the	 current	 regime	 or	moving	
to	the	new	regime,	until	the	end	of	their	stability	
period,	when	they	would	have	to	normalize.

Resource rent tax Sovereign Wealth Fund 

Sudden	 RRT	 inflows	 from	 commodity	 price	
spikes	will	result	in	the	appreciation	of	the	local	
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currency,	 causing	 other	 exports	 to	 become	
uncompetitive,	 and	 scarce	 national	 capital	 and	
skills	 to	 be	 siphoned	 into	 the	 resource	 boom	
sectors	(the	“Dutch	Disease”).	A	sudden	inflow	of	
foreign	exchange	stemming	from	resource	price	
spike	would	also	fuel	 inflation	in	non-tradables,	
particularly	financial	and	professional	services.	

Recommendation: After	 deducting	 for	 the	
“national	mining	community	development	fund”	
(proposal	 on	 “Royalties”,	 above),	 a	 proportion	
of	 the	 RRT	 revenues	 could	 be	 put	 into	 a	
sovereign	wealth	fund	(SWF)	with	three	possible	
disbursement	windows:

1. Fiscal stabilization fund:	A	major	 proportion	
of	 the	 RRT	 proceeds	 could	 initially	 be	
accumulated	 into	 a	 stabilization	 fund	 to	be	
drawn	down	by	the	fiscus	when	commodity	
prices	 fall	 below	 predetermined	 long-term	
projections44,	 protecting	 the	 budget	
from	 revenue	 shocks.	 This	 fund	would,	
over	 time,	 become	 a	 future	 fund45 
(intergenerational	 equity),	 once	 likely	
revenue	shortfalls	have	been	covered,	for	
the	nation	to	draw	on	as	mineral	resources	
are	depleted	(finite	endowment).

2. Long-term human and physical infrastructure 
fund. The	fiscus	would	draw	on	these	funds	
for	 investment	 into	 long-term	 physical	
infrastructure	 (road/rail,	 power,	 water,	
telecommunications)	 projects	 and	 human	
resources	 development,	 particularly	 the	
production	 of	 technical	 cadres	 (engineers,	
scientists,	 technicians)	 with	 investments	
into	maths	and	science	capacity	at	primary,	
secondary	 and	 tertiary	 education	 levels,	
to	 build	 the	 future	 competitiveness	 of	 the	
economy,	 thereby	 contributing	 to	 inter-
generational	equity.	

3. Minerals development fund:	This	 fund	 could	
finance	the	massive	investment	required	for	
DNRGH	to	acquire	a	better	understanding	of	
the	geology	and	to	uncover	new	exploration	
targets.	 It	could	also	fund	the	development	
of	targets	for	tender	or	development	by	the	
State	 (or	sub-contractors),	 the	development	
of	 a	 national	 minerals	 technology	 capacity	
in	 partnership	with	 the	 private	 sector,	 and	
investments	into	the	backward	and	forward	
mineral	 linkages	 industries,	 in	 partnership	
with	 the	private	sector.	Lastly,	 it	could	also	
fund	 immediate	 redemption	 of	 private	

44	 	Similar	to	the	functional	Chilean	Stabilization	Fund
45	 	Similar	to	the	Norwegian	“Future	Fund”

exploration	expenditure	 through	negotiable	
tax	certificates,	 to	stimulate	the	delineation	
and	development	of	new	mining	operations.

The	 RRT	 sovereign	 wealth	 fund	 should	 be	
kept	 offshore	 to	 protect	 the	 currency	 and	 the	
economy	 from	 forex	 shocks.	 It	 should	 also	
be	protected	 from	pressures,	 so	 that	 it	 can	be	
used	to	fund	short-term	contingencies	through	
appropriate	legal	and	constitutional	instruments.	
The	SWF	mandate	and	the	composition	of	 the	
SWF	 governing	 board	 should	 be	 given	 careful	
consideration	to	ensure	that	the	funds	cannot	be	
diverted	or	disbursed	outside	of	its	tight	mandate.	
Fortunately,	in	establishing	and	operating	SWFs	
there	are	numerous	experiences	globally	to	draw	
from	(e.g.	Norway	and	the	Gulf	States).	

State equity: free-carry

State	 free-carry	 equity	 adds	 to	 capex	 and	
financing	 costs	 and	 could	 sterilize	 marginal	
deposits	and	resources	even	at	15	per	cent.

Recommendation: Consider	 changing	 the	 15	
per	 cent	 immediate	 free-carry	 obligation	 to	 a	
free-carry	that	only	triggers	 in	after	a	minimum	
15	 per	 cent	 return	 on	 investment	 (ROI)	 has	
been	 achieved	 (as	 per	 an	 RRT).	 This	 would	
only	have	 a	marginal	 impact	 on	 the	viability	 of	
new	 investments	 into	 mining	 and	 downstream	
beneficiation	plants	(it	would	only	impact	where	
the	 corporate	 hurdle	 rate	 for	 investment	 into	
Guinea	was	substantially	higher	than	the	15	per	
cent	ROI	threshold).

State equity: 35 per cent cap

The	35	per	cent	cap	on	State	participation	(free-
carry	plus	paid	up)	may	not	be	appropriated	for	
critical	mineral-based	feedstocks	such	as	nitrogen,	
phosphate,	potassium	 into	agriculture,	 iron	and	
steel	 into	 manufacturing	 and	 infrastructure,	
fossil	 fuels	 into	 energy	 and,	 as	 polymers,	 into	
manufacturing	 and	 calcareous	 deposits	 into	
infrastructure	 (cement)	 and	 agriculture	 into	
the	 domestic	 economy.	The	 State	may	 need	 a	
controlling	share	in	some	of	these	operations	in	
order	to	ensure	adequate	supply	and	appropriate	
local	pricing	to	stimulate	the	domestic	economy,	
as	has	been	the	case	in	“developmental”	States	
such	as	China,	Finland,	South	Korea	and	Taiwan).	

Recommendation: Consider	 increasing	 the	
maximum	 State	 share	 for	 select	 critical	
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mineral	 feedstocks	 to	 above	 35	 per	 cent	 and	
reserving	 select	 deposits	 of	 these	 resources	
for	 development	 by	 the	 Société	 Guinéenne	 du	
Patromoine	Minier	or	in	partnership	with	it.	The	
mining	 code	 should	 cater	 for	 the	 designation	
of	 critical	 mineral	 feedstocks,	 possibly	 by	 the	
Minister,	 on	 the	 advice	 of	 the	National	Mining	
Commission.

Withholding taxes

The	 current	 rates	 for	withholding	 taxes	 appear	
to	 be	 within	 international	 norms	 (Table	 13).	
However,	for	companies	registered	in	tax	havens,	
there	will	always	be	a	strong	incentive	to	transfer	
price	in	order	to	rather	declare	profits	in	the	lower	
tax	 jurisdiction.	 Brazil	 has	 tackled	 this	 problem	
by	 imposing	 a	 25	 per	 cent	withholding	 tax	 on	
dividends	 for	entities	 registered	 in	 “tax	havens”,	
thereby	discouraging	the	incentive	to	invest	from	
a	tax	haven.	Guinea	could	explore	the	efficacy	of	
introducing	a	similar	instrument.

Surface fees and fixed fees

Surface	royalties	and	fixed	fees	 (acquisition	and	
renewal)	of	mineral	titles	add	to	costs	and	sterilize	
resources.

Recommendation:	 Surface	 royalties	 and	 fixed	
fees	 for	 mining	 should	 be	 minimized	 to	 only	
cover	 the	 costs	 of	 mining	 title	 administration.	
Exploration	surface	royalties	should	be	removed	
and	the	minimum	annual	exploration	expenditure	
($/unit	 area)	 to	 retain	 the	 exploration	 license	
used	to	ensure	that	an	appropriate	quantum	of	
exploration	 is	 undertaken	 and	 discourage	 the	

46	 	Mining	Code	2013,	Article	26.

“squatting”	 of	 potential	 mining	 terrains.	 The	
Code	caters	for	“minimum	expenditures	per	km2,	
the	amounts	of	which	are	set	out	 in	the	mining	
regulations”46.

Human resource development and research 
development and innovation corporate 
spend

Article	176	of	the	Mining	Code	makes	reference	
to	 “contributions	 to	 vocational	 training	 or	
apprenticeship	 tax,	 as	 the	 case	 may	 be”,	 but	
the	 quantum	 of	 these	 is	 not	 mentioned.	
Nevertheless,	 the	 building	 of	 technical	 STEM	
skills	 and	 technology	 development	 (RDI)	 is	 of	
seminal	 importance	 and	 a	 prerequisite	 to	 the	
establishment	of	the	critical	resources	of	upstream	
and	 downstream	 linkages	 industries	 (see	 AMV	
and	 CMV	 sections,	 above,	 p16),	 particularly	
upstream	 (mining	 and	processing	 capital	 goods,	
consumables	and	services).	Appropriate	corporate	
expenditure	on	skills	and	technology	development	
should	not	be	viewed	as	an	extraneous	cost	but	
a	“stay	in	business”	(corporate	sustainability).	The	
problem	for	Guinea	is	that	although	most	mining	
companies	 are	 already	 probably	 spending	 on	
both	skills	and	 technology	development	 to	stay	
in	 business,	 they	 are	 doing	 it	 mainly	 offshore	
and	 not	 adequately	 developing	 Guinea’s	 STEM	
skilling	 and	 technology	 development	 capacity	
and	capabilities.

Recommendation:	 A	 mining	 license	 may	 be	
introduced	 as	 a	 condition	 for	 a	 ≥6	 per	 cent	
of	 payroll	 corporate	 spend	 on	 knowledge	
development	 (HRD	 and	 RDI).	 Their	 obligations	

Table 13: Withholding Taxes) – country comparisons

Source: Deloitte 2012, from COMZ 2012.

Country
WHT on 
contracts

WHT on 
royalties

WHT on 
interest

WHT on 
dividends

WHT on 
remittances

WHT on 
fees

Guinea N/A 15% 10% 10% 10% 15%
Angola 5.25% 10% 15% 10% 5.25%	or	3.5% 5.25%
Australia 46.50% 0%,	30%	(NR) 10% 30% 30% N/A
Botswana 3% 15% 15% 7.50% N/A 15%
Canada N/A 25% 25%	(RP) 25% 25% 25%
Chile 35% 30% 35% 35% 35% 35%
Ghana 5% 10% 8% 8% 15% 10%
Mozambique 20% 20% 20% 20% 20% 20%
Namibia N/A 10.50% 10% 10% N/A N/A
South Africa N/A 12% N/A N/A N/A N/A
Tanzania 2% 15% 10% 5%	&	10% N/A 5%
Zambia 15% 15% 15% 0% 15% 15%

Zimbabwe 10% 15% 15%
15%,	20%	
(NR)

15% 15%

WHT: withholding tax, NR: non-residents
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to	 vocational	 and	 apprenticeship	 training	 could	
be	 reappraised	 in	 the	 light	 of	 this	 spend.	Also,	
a	 dedicated	 minerals	 sector	 knowledge	 fund	
may	be	 set	up	 in	partnership	with	 the	 industry	
and	 national	 tertiary	 education	 institutions	
(universities	 and	 colleges).	 The	 fund	 would	
finance	 the	 development	 of	 STEM	 skills	 and	
mineral	technologies	(research	and	development)	
in	 Guinea,	 together	 with	 the	 private	 sector,	
donors	and	the	SWF	minerals	development	fund	
(p50).

Current	 expenditure	 by	 mining	 companies	
on	 local	 HRD	 and	 RDI	 could	 be	 funded	 by	
the	 putative	 knowledge	 fund,	 meaning	 that	
responsible	companies	that	are	already	spending	
around	6	per	cent	of	payroll	on	local	skilling	and	
technology	would	not	be	impacted.

Transfer pricing

Mining	companies	generally	have	more	scope	to	
transfer	price	because	their	products	are	mainly	
exported.	Quite	often,	a	large	proportion	of	their	
inputs	 are	 imported	 and	 their	 debt	 is	 generally	
raised	 offshore	 (permitting	 over-invoicing	 of	
interest	 payments).	 This	 is	 more	 the	 case	 for	
foreign	 mining	 companies	 with	 operations	 in	
numerous	countries	where	it	becomes	extremely	
difficult	 to	determine	 if	a	 supplier,	purchaser	or	
debtor	is	a	related	or	associated	party.	

Guinea’s	tax	code	under	the	finance	law,	already	
allows	 the	 tax	 authority	 to	 adjust	 payments	
between	resident	corporations	and	non-resident	
affiliates	 to	 reflect	 arm’s	 length	 conditions	 for	
tax	 purposes.	The	 tax	 code	 also	 caters	 for	 “tax	
privileged	 jurisdiction”	 (CIT	 rate	 less	 than	 half	
Guinean	CIT	rate,	≤15	per	cent)	and	the	transfer	
pricing	documentation,	as	well	as	rules	on	“thin	
capitalization”	 (to	 limit	 the	quantum	of	offshore	
interest	payments).	However,	foreign	companies	
domiciled	in	tax	havens	(or	lower	tax	jurisdictions)	
will	 always	 have	 a	 strong	 incentive	 to	 transfer	
price	(move	profits	to	the	lower	tax	jurisdiction)	
in	 order	 to	 maximize	 returns	 to	 shareholders.	
In	 addition,	 they	 are	 generally	 much	 better	
resourced	 to	 disguise	 transfer	 pricing	 than	 the	
revenue	authority	is	to	uncover	it.	Nevertheless,	
this	is	also	a	challenge	faced	by	OECD	countries47. 
In	this	regard,	Guinea	should	seek	assistance	
from	well-resourced	revenue	authorities.	

Recommendation: In	addition,	a	“forensic	tax	self-
47	 	 See	OECD	guidelines,	 Base	Erosion	 and	Profit	 Shifting	 initiative	 (BEPS)	 and	 the	 IMF	 “Economic	 Spillovers	 in	 International	
Taxation”.
48	 	E.g.	Charles	River	Associates	(CRA),	Compass	Lexecon,	RGL	Forensics,	and	others
49	 	If	the	forensic	tax	audit	costs	~$1mn	every	five	years	($200k/y),	tachihis	would	be	0.2	per	cent	of	$100mn/year	turnover	

audit”	should	be	introduced	in	the	Mining	Code	
(or	Tax	Code),	under	which	the	mining	company	
would	 fund	 a	 five-yearly	 audit	 by	 a	 reputable	
forensic accounting firm48,	selected	from	a	list	of	
three	supplied	by	the	Guinea	tax	authority,	and	
the	audit	would	report	to	the	tax	authority.	The	
audit	terms	of	reference	would	focus	on	transfer	
mis-pricing	 (over	 and	 under	 invoicing)	 and	 the	
generic	 terms	 of	 reference	 template	 should	 be	
agreed	 between	 Government	 and	 the	 industry	
(Guinea	Chamber	of	Mines)	(as	both	are	ostensibly	
opposed	to	transfer	pricing),	and	be	framed	in	the	
regulations	of	the	Mining	Code	(or	Tax	Code).

Given	 the	 corporate	 costs	 (both	 external	 and	
internal)	 of	 such	 an	 obligation,	 however,	 it	
should	 be	 restricted	 to	 the	 larger	 operations	
with	 a	 turnover	 higher	 than	 $100	 million	 per	
annum49.	Also,	given	that	the	scope	and	incentive	
for	 transfer	 pricing	 is	 much	 greater	 for	 foreign	
companies,	it	should	apply	to	them	only.

Indigenization

Guinea	 does	 not	 appear	 to	 have	 a	 strategy	 for	
indigenization	in	the	minerals	industry	(only	State	
participation),	 except	 for	 artisanal	 and	 semi-
industrial	 operations	 (Guineans	 only).	 However,	
for	 the	 country	 to	move	 from	 a	 “post-colonial”	
to	 a	 “normal”	 minerals	 development	 trajectory	
it	needs	 instruments	 to	build	 indigenous	capital	
in	the	minerals	sector.	Reasonable	indigenization	
targets	 are	 not	 necessarily	 a	 deterrent	 to	
investment.	 There	 is	 ample	 justification	 for	
insisting	on	a	degree	of	indigenous	participation	
in	the	depletion	of	finite	national mineral	assets.	
As	 mentioned,	 in	 most	 States	 in	 the	 “normal”	
minerals	 development	 trajectory	 (Figure	 3),	
mining	 was	 predominantly,	 if	 not	 exclusively,	
undertaken	by	 indigenous	 capital.	 If	 the	private	
share	of	the	profits	is	mainly	spent	or	reinvested	
in	 the	 domestic	 economy,	 it	 will	 have	 a	 much	
greater	 positive	 economic	 impact,	 than	 if	 the	
share	 is	 transferred	 offshore.	 Nevertheless,	
indigenization	 targets	will	 inevitably	 have	 some	
impact	on	the	fiscal	regime	in	terms	of	possible	
increases	in	costs	(capex	and	opex),	which	must	
be	 improved	as	much	as	possible.	 If	 indigenous	
capital	 does	 not	 have	 access	 to	 the	 requisite	
finance	to	purchase	the	shareholding,	the	mining	
company	could	give	“vendor	loans”,	which	may	be	
repaid	 through	the	dividends	received	from	the	
shareholding.	 The	 broad-based	 black	 economic	
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empowerment	 experience	 under	 the	 Mining	
Charter	 in	 South	Africa	 could	 be	 useful	 in	 this	
regard.

Recommendation:	An	indigenous	equity	target	of	
10	per	cent	may	be	introduced	by	year	10	of	the	
mining	license	and	35	per	cent	on	license	renewal	
(year	25).	Combined	with	the	State’s	15	per	cent	
free-carry,	this	would	bring	Guinean	equity	to	25	
per	cent	by	year	10	and	50	per	cent	by	year	25,	
when	the	license	is	renewed,	depending	on	when	
the	 15	 per	 cent	 ROI	 is	 breached.	 The	 35	 per	
cent	by	license	renewal	(year	25)	could	be	made	
dependent	on	the	mine	having	breached	the	RRT	
threshold,	to	exclude	marginal	deposits	from	this	
obligation.	 The	 impact	 of	 this	 on	 new	 foreign	
investors	should	be	minor,	as	projects	would	only	
have	 to	eve	10	per	 cent	by	year	10	and	 lower	
revenues	beyond	year	15.	 In	 any	 case,	 this	will	
have	no	impact	on	the	internal	rate	of	return	of	
a	new	project,	even	at	a	 low	discount	 rate.	For	
mega	mining	projects	 that	dwarf	 the	availability	
of	capital	in	the	domestic	market,	the	indigenous	
equity	targets	could	be	lowered	appropriately.

Instruments to maximize mineral linkages

Following	 the	 proposals	 in	 the	CMV	 guidelines	
(p24)	to	“develop	integrated	policies	and	strategies	
to	enhance	mineral	value	added	along	the	value	
chain	 (including	 beneficiation,	 local	 content,	
STEM	 HRD,	 RDI	 and	 employment	 of	 national	
milestones,	 as	 part	 of	 licensing	 requirements)	
in	 a	 fully	 participatory	 process”,	 the	 following	
interventions	should	be	assessed:

• Percentage	 value	 addition	 targets	 above	 a	
designated	 “base	 state”	 (ore,	 concentrate,	
matte,	 metal,	 alloy,	 etc.)	 to	 be	 achieved	

by	 year	 5,	 10,	 15	 and	 20	 of	 the	 mining	
license.	 These	 should	 be	 set	 by	 mineral	
value	 added	 (depending	 on	 the	 scope	 for	
viable	beneficiation)	and	in	consultation	with	
appropriate	experts	in	the	field.

• An	RRT	offset	that	reduces	the	RRT	rate	by	
the	 degree	 of	 downstream	 beneficiation,	
above	a	base	 state.	This	 could	be	designed	
to	 approach	 fiscal	 revenue	 neutrality,	
where	 the	 fiscal	 revenues	 from	 the	 new	
downstream	industries	approximate	the	RRT	
rate	reduction.

• Percentage	 local	 value	 added	 in	 purchases	
of	 goods	 and	 services	 (local	 content)	 to	
be	achieved	by	year	5,	10,	15	and	20.	This	
should	be	further	incentivized	for	the	degree	
of	indigenous	ownership	and	management	in	
the	local	supplier	company.

• An	 “RRT-local	 content	 offset”	 to	 incentivize	
the	 mining	 company	 to	 facilitate	 increased	
upstream	value	 addition.	 Such	 an	 industrial	
strategy	 offset	 instrument	 could	 also	
approach	 revenue	 neutrality,	 whereby	 the	
fiscal	 revenues	 from	 the	 new	 upstream	
industries	approximate	the	RRT	rate	discount.	

• Minimum	local	corporate	spend	of	6	per	cent	
of	company	payroll	on	accredited	STEM	skills	
development	 and	 technology	 development	
(RDI)	in	Guinea.

• Maximum	 percentage	 of	 expatriates	
employed	 in	 management	 and	 professional	
categories	by	year	5,	10,	15	and	20.

Table 14: Summary of fiscal proposals

Fiscal instrument Current Proposed

National CIT 35% 30%	 RI
Mining CIT 30% 30% RI
Market determined tax rate 
(tender)

“Prospected”	deposits All	known	mineral	assets RI

Market (bid) linkages (%VA) None All	known	properties

Extraction Tax (royalty) 0.075-5%	(by	mineral) 1%	(all) RI

Contribution to LDF 0.5-1%	of	sales 1%	of	RRT	into	National	LDF	for	funding	LDFs RI

RRT 0%	(no	RRT) 50%;	ROI	>	20%	(only	mines	w/sales>$100mn?) RI

RRT advance 0%(no	RRT) 30%	@	MOODCAAA	plus	X%? RI
RRT-local content offset 0%	(no	RRT) T.B.D.(by	mineral) SI
RRT-beneficiation offset 0%	(no	RRT) T.B.D.(by	mineral) SI
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H. Conclusion

The	proposal	with	probably	the	greatest	impact	
over	 the	 longer	 term	would	 be	 a	 shift	 from	 a	
free-mining	 (FIFA)	 system	 to	 one	 that	 seeks	
true	value	for	resources	through	public	tender,	
based	on	developmental	criteria.	In	general,	the	
proposals	 recommend	 that	 the	 mineral	 fiscal	
regime	should	move	away	from	tax	instruments	
that	 add	 to	 costs	 (and	 sterilize	 resources)	
towards	 instruments	 that	 target	 the	 surplus	
generated	 (including	 resource	 rents).	They	also	
recommend	 instruments	 to	 grow	 the	 seminal	
mineral	 linkages	 sectors,	whilst	minimizing	 the	
deterrents	to	new	investments	and	instruments	
to	grow	indigenous	mining	capital	(Table	14).	

Overall,	 it	 is	 estimated	 that	 the	 proposed	
system	could	finesse	the	apparent	contradiction	
between	the	State’s	need	to	capture	the	mineral	
rents	to	invest	in	other	forms	of	capital	to	realize	
inter-generational	 equity	 (Hartwick’s	 rule	 –	
genuine	 savings)	 and	 the	 need	 to	 attract	 FDI	
(with	 all	 of	 its	 linkages	 development	 threats)	

that	 must	 maximize	 returns	 to	 its	 (foreign)	
shareholders.	Overall,	the	proposed	system	will	
garner	greater	 revenues	 to	 the	State	 (over	 the	
life	 of	 the	 resources)	 and	 shift	 the	 overall	 tax	
burden	 from	 marginal/average	 mines	 to	 high	
return	(ROI)	operations.

The	 proposals	 also	 recommend	 several	 value	
neutral	“gates”,	such	as	ROI	thresholds	for	RRT,	
State	equity	and	indigenous	equity	and	external	
reference	rates	for	advances/debt	(MOODCAA)	
as	well	as	independent	“gates”	for	the	imposition	
of	export	taxes	and	tax	compliance	(forensic	tax	
self-audits).

Finally	 this	 report	 has	 a	 so-called	 “health	
warning”.	 Indeed,	 the	November	2014	mission	
to	Guinea	was	unable	to	effectively	canvass	all	
stakeholders,	while	 the	author	was	not	able	to	
access	several	important	documents	in	English.

Fiscal instrument Current Proposed

Fiscal stabilization fund 0%	(no	RRT) 30%	of	RRT	(locked	offshore	SWF)	 SI	
Mineral export tax 0.075-30% 0%	(only	if	VA	step	shown	to	be	viable) RI
Minerals HRD/RDI spend 0% 6%	of	payroll SI

Withholding tax – tax havens 10% 25% SI

Forensic tax self-audit none 5	yearly	(Mine	revenue	>	$100mn/y) SI	
State free-carry (equity) 15%	(immediate) 15%	after	ROI	>	15% RI
State equity cap 35% None	for	strategic	domestic	feedstocks SI

Indigenous equity participation 0% 10%	by	y10;	35%	by	y25	 SI	

Exploration capital gains CIT	(taxable	income) 50%	RRT	(include	exploration	phase) RI

VA: Value Addition; RI: Revenue Instrument; SI: Strategy Instrument 
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Appendix 1

Guinea mineral production 2007 – 2011

Commodity (kt) 2007 2008 2009 2010 2011

Alumina 527 593 530 597 574

Bauxite (Dry basis) 16	100 16	000 13	600 15	300 15	300

Bauxite Shipments NA 13	700 13	600 15	300 15	300

Cement 299 381 298 237 322

Diamond (cts) 1	019 3	098 697 374 304

Gold, mine output, Au content 15	628 19	945 18	091 15	217 15	695

Salt 15 15 15 15 15
Source: USGS 2012.
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Appendix 2

Excerpts from the Guinea Mining Code 
2013 on the fiscal regime50

Chapters IX to XIV

Title IV: Rights and obligations relating to the 
conduct of activities of mines and quarries

Chapter IX: State participation, onsite 
mineral processing and promotion of mining 
activity

Article 150: State participation

Article 150–I: Percentages and terms relating 
to the equity participation of the State

From	the	effective	date	of	this	Code,	a	mining	
operation	 title	 granted	 by	 the	 State	 shall	
immediately	 entitle	 the	 State	 to	 15	 per	 cent	
equity	participation,	at	no	cost,	in	the	capital	of	
the	company	holding	the	title.

This	 provision	 shall	 not	 automatically	 apply	 to	
mining	concessions	signed	and	ratified	before	the	
effective	date	of	this	Code.	 Its	 implementation	
in	 relation	 to	 the	 said	 mining	 concessions	
(signed	and	ratified)	shall	be	subject	to	the	terms	
provided	in	Article	217	of	the	present	Code.

50	 	Unofficial	English	Translation

This	equity	participation	may	not	be	altered	by	
future	increases	in	capital.	It	shall	also	be	devoid	
of	all	charges	and	this	interest	is	free	carry.	This	
interest	shall	be	obtained	upon	the	signature	of	
the	mining	operation	title.

This	 equity,	 which	 shall	 be	 at	 no	 cost	 to	 the	
State,	may	not	be	sold,	pledged	or	mortgaged.	It	
shall	confer	on	the	State	all	the	rights	conferred	
on	 shareholders	 by	 the	 OHADA	 Uniform	 Act	
relating	to	commercial	companies	and	economic	
interest	groups.

The	State	shall	be	entitled	 to	a	supplementary	
stake,	 in	 cash,	 according	 to	 the	 terms	 agreed	
with	each	 relevant	mining	company	within	 the	
scope	of	the	mining	agreement.	This	acquisition	
option	may	be	scheduled	over	time,	but	may	be	
exercised	only	once.	The	total	participation	held	
by	the	State	under	this	Article	may	not	exceed	
35	per	cent.

The	table	below	defines,	per	mineral	substance	
and	with	the	basic	limit	of	35	per	cent,	the	levels	
of	State	participation	in	the	capital	of	companies	
holding	a	mining	operation	title.

Levels	 of	 State	 participation	 in	 companies	
holding	a	mining	operation	title:
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*Financing	 of	 a	 bauxite	 mine	 and	 an	 alumina	
refinery

At	the	request	of	a	holder	of	a	mining	operation	
title,	 the	 right	 of	 the	 State	 to	 acquire	 an	
additional	 interest	 in	 cash	 in	 the	 capital	 of	 a	
company	 holding	 a	 mining	 operation	 title	 can	
be	reduced	in	exchange	for	an	increase	of	equal	
value,	 determined	 by	 an	 independent	 expert,	
selected	 by	 mutual	 agreement,	 and	 according	
to	the	mineral	substance	concerned,	of	the	tax	
rate	on	the	extraction	of	mine	substances	other	
than	the	precious	metals	indicated	in	Article	161	
or	of	the	tax	on	the	industrial	or	semi-industrial	
production	of	precious	metals	indicated	in	Article	
161-I	of	this	Code,	for	which	such	company	 is	
liable.

The	 State’s	 equity	 interest,	 payable	 in	 cash,	
shall	be	assignable	and	may	be	sub-leased.	The	
State	 shall	 reserve	 the	 right	 to	 auction,	 in	 an	
open	and	transparent	process,	all	or	part	of	 its	
interest	that	is	payable	in	cash,	with	no	right	of	
pre-emption	 for	 the	 other	 shareholders	 of	 the	
company	holding	the	mining	operation	title.

The	 decision	 relating	 to	 the	 assignment	 of	 all	
or	part	of	the	State’s	interest	that	is	payable	in	
cash,	and	the	terms	thereof,	must	comply	with	
the	provisions	of	the	act	relating	to	withdrawal	
by	the	State.

The	 shareholders	 of	 the	 company	 holding	 the	
mining	operation	title	must	sign	a	shareholders’	
agreement	 that	 defines,	 inter	 alia,	 decisions	
which	 are	 not	 to	 be	 made	 without	 the	 prior	
agreement	of	the	State.

Article	 150-II:	 Public	 limited	 company	
responsible	for	managing	mining	assets

A	 public	 limited	 company,	 with	 the	 State	 as	

the	 sole	 shareholder,	 is	 hereby	 established	 to	
manage	the	country’s	mining	assets.	

This	company	shall	diligently	manage	the	State’s	
equity	 interests	 in	 companies	 holding	 mining	
operation	titles.	In	so	doing,	the	company	shall	
act	for	and	on	behalf	of	its	sole	shareholder,	the	
State.

This	public	limited	company	in	charge	of	mineral	
resource	management	shall	pay	out	income	and	
dividends	 received	 to	 its	 sole	 shareholder,	 the	
State.

The	 powers	 and	 functioning	 of	 this	 public	
limited	company	 in	charge	of	 the	management	
of	 mineral	 resources	 shall	 be	 determined	 by	
regulation.

Article 151: Facilitation of administrative 
procedures of the Centre de Promotion et de 
Développement Minier

To	 facilitate	 administrative	 formalities	 and	
procedures	 relating	 to	mining	 titles,	 applicants	
shall	 approach	 the	Centre	de	Promotion	et	de	
Développement	 Minier	 (Mining	 Promotion	
and	 Development	 Centre)	 (CPDM),	 which	
is	 responsible	 for	 managing	 and	 providing	
maintenance	for	the	mining	register	and	serves	
as	 liaison	 between	 such	 applicants	 and	 the	
administration	for	any	question,	inquiry,	request,	
submission,	complaint	or	follow-up	whatsoever	
requiring	 the	 intervention	 of	 a	 department	 of	
the	State.

CDPM	shall	diligently	take	the	necessary	actions	
with	the	other	departments	of	the	administration	
until	the	mining	title	is	established.	It	shall	notify	
the	applicant,	after	the	filing	of	its	application,	of	
its	decision	to	grant	or	deny	the	mining	title	or	
authorization,	no	later	than	45	business	days	for	

Mineral products and derivatives Unaltered shareholders’ rights % Supplementary cash interest (%)

Bauxite 15 20

Bauxite-alumina	(integrated	project*) 5 30

Alumina 7.5 27.5

Aluminium 2.5 32.5

Iron ore 15 20

Steel 5 30

Gold and diamond 15 20

Radioactive	ore 15 20

Other	mineral	substances 15 20
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an	exploration	permit	and	no	longer	than	three	
(3)	 months	 for	 an	 operating	 permit	 or	 mining	
concession.

Article 152: Mining investment fund

The	 purpose	 of	 the	 mining	 investment	 fund	
is	 to	 finance	 mining	 exploration,	 training	 and	
measures	to	promote	the	mining	sector	through	
the	 mineral	 resource	 management	 body.	 In	
particular	it	is	involved	in	financing:

• All	or	part	of	geological	exploration,	projects	
and	 contracts	 for	 the	 provision	 of	 geo	
services.	

• Activities	 to	 enhance	 the	 capacities	 of	
personnel	with	respect	to	the	development	
of	the	mining	sector.	

• All	 or	 part	 of	 the	 State’s	 acquisitions	 of	
interests	in	the	mining	sector.	

• The	control	of	mining,	in	particular	surveys,	
and	the	quantitative	and	qualitative	testing	
of	mining	 and	 petroleum	 products,	 carried	
out	 by	 the	National	Directorates	 of	Mines	
and	 Geology,	 by	 the	 General	 Inspectorate	
of	Mines	and	Geology	and	by	the	anti-fraud	
squad.	

• Financing	activities	that	promote	the	sector.

The	 budget	 for	 the	 mining	 investment	 fund	
shall	 be	 registered	 each	 year	 as	 revenues	 and	
expenditures	 in	 the	 Finance	 Act.	 The	 amount	
allocated	 to	 the	Mining	 Investment	 Fund	 shall	
correspond	 to	 the	 amount	 resulting	 from	 the	
application	 of	 Article	 165	 of	 this	 Code.	 The	
disbursement	of	these	credits	shall	be	through	
the	 expedited	 disbursement	 procedures	 to	 be	
determined	 by	 joint	 order	 of	 the	 Ministers	 in	
charge	of	Mines	and	Finance.

Chapter X: Transparency and anti-corruption 
in the mining sector

Article 153: Holder identification obligations

A	holder	or	an	applicant	of	a	mining	title	or	quarry	
operation	permit	and	 its	direct	 subcontractors,	
are	required	to	provide	CDPM	with	the	identity	
of	 all	 parties	 having	 an	 interest	 in	 the	 title,	
including:

• The	official	 shareholders	of	each	company,	
comprising	 the	applicant	and	the	holder	or	
its	subcontractor.

• The	 subsidiaries	 of	 each	 company,	
comprising	 the	 applicant,	 the	 holder	 or	 its	
subcontractor,	 their	 relationship	 with	 the	
company	and	the	jurisdiction	in	which	they	
operate. 

• The	 identity	 of	 directors	 and	 senior	
executives	of	each	company,	comprising	the	
applicant,	 the	 holder	 or	 its	 subcontractor,	
every	shareholder	of	 these	companies,	any	
person	believed	to	control	the	company	and	
any	person	holding	5	per	cent	or	more	of	the	
voting	rights	of	the	company,	giving	the	right	
to	control	the	company	or	to	the	profits	of	
the	company,	and	the	chain	by	which	these	
rights	are	exercised.	

Article 154: Prohibition of bribes

It	 is	 prohibited	 for	 any	 company	 active	 or	
interested	 in	 the	 Guinean	 mining	 sector,	 or	
any	 official,	 director,	 employee,	 representative	
or	 subcontractor	 of	 such	 a	 company,	 or	 any	
shareholder	 thereof	 acting	 on	 behalf	 of	 such	
company,	subject	to	prosecution,	to	make	offers,	
promises,	donations,	gifts	or	benefits	of	any	kind	
to:

• A	 civil	 servant,	 an	 official	 of	 the	 Guinean	
Government	 or	 an	 elected	 official,	 to	
influence	 a	 decision	 or	 action	 taken	 in	
connection	 with	 the	 performance	 of	
functions	 pertaining	 to	 the	 mining	 sector,	
including	 but	 not	 limited	 to,	 the	 granting	
of	 mining	 titles	 or	 authorizations,	 the	
supervision	 or	 control	 of	 mining	 activities,	
the	 monitoring	 of	 the	 payment	 of	 mining	
dues,	 and	 the	 approval	 of	 applications	 or	
decisions	 intended	 to	 extend,	 sub-lease,	
assign,	 transfer	 or	 cancel	 a	 mining	 title	 or	
authorisation.

• Any	other	 individual,	 association,	company,	
or	individual	or	legal	entity	to	use	its	alleged	
or	actual	influence	on	any	action	or	decision	
of	any	official	of	the	Guinean	Government	or	
elected	official	in	performing	their	functions	
in	 the	 mining	 sector	 as	 set	 forth	 in	 the	
previous	paragraph.

Article 155: Code of good conduct

Any	 individual	 or	 legal	 entity	 holding	 a	mining	
title,	providing	an	application	for	a	mining	title,	
negotiating	 mining	 rights	 with	 the	 ministry	
in	 charge	 of	 mines	 or	 any	 other	 organ	 of	 the	
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Guinean	Government,	or	participating	 in	 a	 call	
for	 tenders	 for	a	mining	title,	shall	 sign	a	code	
of	conduct	with	the	Minister	stating	at	least,	its	
commitment to:

• Complying	 with	 Guinean	 laws,	 including	
the	 provisions	 of	 this	 code	 prohibiting	 the	
payment	of	bribes.	

• Cooperating	with	the	Guinean	Government	
or	 parliament	 on	 investigations	 of	 alleged	
violations	 of	 the	 provisions	 of	 the	 present	
code	on	prohibiting	 the	payment	of	bribes	
by	companies.	

• Complying	 with	 the	 12	 principles	 of	 the	
Extractive	Industries	Transparency	Initiative	
(EITI).	

Failure	 to	 sign	 the	code	of	good	conduct	 shall	
result	in	the	exclusion	of	the	individual	or	legal	
entity	from	any	mining	title	granted.

Signed	 codes	 of	 good	 conduct	 must	 be	
published	 in	 the	 Official	 Gazette	 and	 on	 the	
official	website	of	the	Ministry	of	Mines	or	any	
other	site	designated	by	the	Minister.

Article 156: Anti-corruption monitoring plan

Each	 holder	 of	 a	 mining	 title	 or	 authorization	
shall	submit	an	anti-corruption	monitoring	plan	
to	 the	Ministry	 of	Mines,	 no	 later	 than	 ninety	
(90)	days	after	the	end	of	each	calendar	year.

The	plan,	published	on	the	official	website	of	the	
Ministry	 in	 charge	 of	Mines,	 or	 any	 other	 site	
designated	by	 the	Minister,	 or	 in	 a	newspaper	
of	wide	circulation,	must	contain	the	following:

• Strategies	 undertaken	 during	 the	 previous	
year	to	ensure	that	the	holder	and	any	civil	
servant,	 director,	 employee,	 representative	
or	 subcontractor	 of	 the	 holder	 or	 any	
shareholder	 thereof,	 duly	 acting	 on	 its	
behalf,	have	complied	with	the	provisions	of	
this	code	prohibiting	the	payment	of	bribes	
by	 companies,	 including,	 but	 not	 limited	
to,	 the	 adoption	 and	 implementation	 of	
internal	 monitoring	 mechanisms,	 training	
of	 employees	 and	 partners	 in	 the	 area	 of	
corruption	 prevention	 and	 organization	 of	
audits	 and	 internal	 investigations	 for	 the	
prevention	 and	 identification	 of	 acts	 of	
corruption.	

• Any	 proven	 cases	 of	 violation	 of	 the	
provisions	 of	 this	 code	 with	 respect	 to	

the	 prohibition	 of	 the	 payment	 of	 bribes	
by	 companies	by	 the	people	 referred	 to	 in	
the	 preceding	 paragraph,	 brought	 to	 the	
attention	 of	 the	 holder,	 as	 a	 result	 of	 an	
internal	 investigation,	 or	 by	 other	 means,	
and	the	actions	taken	to	 investigate	and,	 if	
necessary,	punish	the	offence.	

• The	 strategies	 proposed	 for	 the	 following	
year,	 to	 ensure	 that	 the	 holder	 and	 the	
persons	 referred	 to	 in	 the	 preceding	
paragraphs	 comply	 with	 the	 provisions	
of	 this	 code	 prohibiting	 bribe	 payment	
by	 companies,	 including,	 but	 not	 limited	
to,	 the	 adoption	 and	 implementation	 of	
internal	 monitoring	 mechanisms,	 training	
of	 employees	 and	 partners	 in	 the	 area	 of	
preventing	corruption,	and	the	organization	
of	audits	and	internal	investigations	for	the	
prevention	and	identification	of	corruption.

Article 157: Penalties – title revocation

In	addition	to	the	criminal	provisions	in	Title	VIII	
of	 this	Code,	a	breach	by	a	holder	of	a	mining	
title,	 or	 by	 one	 of	 the	 civil	 servants,	 directors,	
employees,	 representatives,	 subcontractors	 of	
the	 holder	 or	 shareholders	 of	 the	 latter,	 duly	
acting	on	its	behalf,	of	the	provisions	of	this	code	
prohibiting	the	payment	of	bribes,	may	result	in	
sanctions	that	may	end	in	the	revocation	of	the	
mining	title	concerned.	

The	following	factors	shall	be	taken	into	account	
before	a	penalty	is	imposed:

• Seriousness	of	the	offence

• Time	 elapsed	 since	 the	 offence	 was	
committed

• Actions	 taken	 by	 the	 holder	 to	 report	 the	
offence	and	inform	the	Government.

• Level	of	 investment	made	by	the	holder	to	
develop	the	project.

Any	 decision	 by	 the	 Ministry	 of	 Mines	 to	
proceed	with	a	revocation	shall	be	submitted	for	
approval	 by	 the	 National	 Mining	 Commission,	
and	published	in	the	Official	Gazette	and	on	the	
official	website	of	the	Ministry	of	Mines,	or	any	
other	site	designated	by	the	Minister.

Article	158:	Prohibition	against	misappropriation	
of	 public	 funds	 by	 civil	 servants	 or	 elected	
officials
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No	civil	 servant	 in	an	administrative	or	 judicial	
position,	 or	 any	 other	 representative	 of	 the	
Guinean	 public	 administration	 or	 any	 elected	
representative	responsible	for	making	decisions	
about	 an	 act	 of	 management	 in	 the	 mining	
sector,	 may	 solicit	 or	 accept,	 on	 penalty	 of	
prosecution,	 offers,	 promises,	 donations,	 gifts	
or	benefits	of	any	kind	to	accomplish	or	refrain	
from	 accomplishing	 or	 misuse	 his	 influence	 in	
the	performance	of	his	functions,	when	granting	
mining	titles,	monitoring	activities	and	payments,	
and	approving	applications	or	decisions	related	
to	the	expansion,	lease,	assignment,	transfer	or	
cancellation	of	a	mining	title.

Title V: Financial provisions

Chapter I: Surface rights and royalties

Article 159: General provisions

Article 159 – I: General principle

In	addition	to	taxes,	royalties	and	duties	provided	
in	the	General	Tax	Code,	the	holder	of	a	mining	
title	 or	 authorization	 shall	 pay	 the	 duties	 and	
royalties	provided	in	Articles	159-I	to	164	of	the	
present	Mining	Code,	 for	 activities	 carried	out	
in Guinea.

Except	otherwise	provided,	the	procedure	to	be	
applied	 for	 the	 collection	and	control	of	 these	
duties	 and	 royalties	 shall	 be	 that	 of	 common	
law.	In	particular,	the	principles	and	concepts	set	
out	in	the	General	Tax	Code	or	in	the	Customs	
Code	 automatically	 apply	 for	 the	 purposes	 of	
this	Mining	Code.

Article 159 – II: Fixed fees and annual royalties

The	issuance	of	mining	titles	and	authorizations	
as	 well	 as,	 where	 applicable,	 their	 renewal,	
extension,	 continuation,	 transfer,	 assignment,	
and	lease,	shall	be	subject,	upon	the	granting	of	
the	deed	conferring	the	rights,	to	the	payment	
of	a	fixed	fee,	 the	amount	and	terms	of	which	

shall	be	determined	by	regulation.

Collection	agents,	trading	houses	and	accredited	
trading	 agencies	 for	 the	 trading	 of	 diamonds,	
gold	and	other	precious	substances	shall	pay	a	
fixed	annual	royalty,	the	amount	of	which	shall	
be	determined	by	regulation.

The	 liquidation	 and	 recovery	 of	 these	 duties	
shall	be	determined	by	regulation.

Article 160: Surface royalties

Any	holder	of	a	mining	title	or	mining	operation	
permit	for	quarry	substances,	which	gives	it	the	
right	 to	 engage	 in	 mining	 or	 quarry	 activities,	
shall	pa	annual	surface	royalties,	 in	accordance	
with	the	table	below	for	mine	substances,	and	a	
joint	order	from	the	Minister	of	mines	and	the	
Minister	of	Finance	for	quarry	substances.

This	surface	royalty	shall	be	proportional	to	the	
surface	 area	 described	 in	 the	 mining	 title	 or	
authorization.

The	terms	for	declaring	and	paying	this	surface	
royalty	shall	be	determined	by	joint	order	of	the	
Minister	in	charge	of	mines	and	the	Minister	in	
charge	of	finance.

The	rates	shall	be	updated	by	joint	order	of	the	
Minister	of	finance	and	the	Minister	of	Mines.

Surface	royalties	by	mining	title:

Chapter II: Taxes on the production of 
mineral substances and tax on quarry 
substances
Article 161: Tax on the production of mineral 
substances other than precious metals

Any	 holder	 of	 a	 mining	 operation	 title	 who	
extracts	mineral	substances,	other	than	precious	
metals,	shall	be	fined	for	the	extraction	of	such	
mineral	 substances.	 However,	 radioactive	
substances	shall	not	be	subject	to	this	fine.

*Per	km

Type of title
Surface royalties $/km2

Award 1st Renewal 2nd Renewal

Exploration	permit 10 15 20

Industrial	mining	operation	title 7.5 100 200

Semi-industrial	mining	operation	title 20 50 100

Mining	concession 150 200 300

Dredging	operation	permit 150* 200* 250*
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This	tax	shall	be	levied	when	mineral	substances	
are	first	extracted	from	the	top	of	 the	mine.	 It	
shall	be	payable	no	 later	 than	 the	15th	of	 the	
month	 following	 the	 month	 when	 the	 event	
that	triggered	the	tax	occurred.	However,	with	
regard	to	the	extraction	of	precious	stones	and	
other	gemstones,	the	tax	shall	be	payable	on	the	
date	of	the	evaluation	by	the	BNE.

The	basis	 of	 this	 tax	 shall	 be	 the	value	 of	 the	
mine	 substance	 extracted.	 This	 value	 shall	 be	
determined	by	virtue	of	 the	mineral	 substance	
content	 (also	called	 the	 “grade”),	 the	weight	of	
mineral	substances	extracted	and	the	price	index	
applicable	 to	 the	mineral	 substance	 extracted.	
In	 particular,	 the	 tax	 basis	 for	 the	 extraction	
of	 category	 1	 substances	 shall	 be	 adjusted	 in	
proportion	to	their	actual	content.

The	 unit	 of	 weight,	 as	 defined	 in	 the	 table	
below,	shall	be	the	metric	tonne	(Mt)	for	mineral	
substances	 other	 than	 radioactive	 substances,	
precious	 stones	 and	 other	 gemstones,	 the	
pound	(Lb)	for	radioactive	substances	and	carat	
(Ct)	 for	 precious	 stones	 and	 other	 gemstones.	
If	the	unit	of	weight	extracted	contains	several	
types	 of	 mineral	 substances,	 each	 mineral	
substance	shall	be	taxed	separately	according	to	
its	content	per	unit	of	weight	extracted	and	the	
price	index	applicable	to	it.

The	 price	 index	 applicable	 to	 the	 mineral	
substance	extracted	is	shown	in	the	table	below	
according	to	the	nature	of	the	mineral	substance	
extracted.

However,	 as	 an	 exception	 to	 the	 above,	 the	
value	of	precious	 stones	and	other	gemstones	
shall	 be	 determined	 by	 the	BNE,	 according	 to	
the	quality	of	the	stones	and	their	carat	weight.

The	tax	rate	on	the	extraction	of	mine	substances	
is	 shown	 in	 the	 table	 below,	 according	 to	 the	
nature	of	the	mine	substance	extracted.

Any	delay	by	more	than	thirty	(30)	calendar	days	
in	the	payment	of	the	tax	on	mineral	substances	
shall	 be	 punishable	 by	 sanctions	 that	 could	
culminate	 in	 the	 revocation	of	 the	mining	title	
permit	as	well	as	 the	closure	of	 the	extraction	
facilities.

When	 the	 mining	 activity	 is	 not	 directly	
undertaken	 by	 the	 holder	 of	 the	 industrial	 or	
semi-industrial	 mining	 operation	 permit	 for	
mineral	substances	or	a	mining	concession,	but	
rather	 by	 a	 subcontractor	 of	 the	 latter,	 such	
subcontractor	shall	jointly	and	severally	be	liable	
with	the	holder	of	the	mining	title	for	paying	the	
tax	on	the	extraction	of	mineral	substances.

The	 terms	 for	 the	declaration	and	payment	of	
the	 tax	 on	 the	 extraction	 of	 mine	 substances	
shall	be	determined	by	regulation.

This	 tax	 shall	 be	 deductible	 when	 calculating	
taxable	profit.

Tax	rates	on	the	extraction	of	mineral	substance,	
by	substance:

Key:

Ct:	Carat	=	0.20519655

LB:	Pound	sterling	=	0.4535923	kg

LME:	London	Metal	Exchange

Mt:	Metric	ton

A	 new	 price	 index	will	 be	 established	 by	 joint	
order	of	the	Minister	for	Mines	and	the	Minister	
for	 Finance	 if	 the	 price	 index	 indicated	 in	 the	
above	table	becomes	obsolete.

Substance extracted
Unit of 
taxation

Tax Basis

Iron ore

Standard	content	iron	ore Mt
3% Price	of	ore	(defined	by	Platts	China	Iron	Fines,	CFR	

[Cost	and	Freight]	less	the	transport	(defined	by	Baltic	
Exchange	Capesize	Index	Route	C3-Tubarao/Qingdao)

BAUXITE

Bauxite Mt 0.075%
3	month	LME	seller	price	per	ton	of	primary	aluminium	
for	one	bauxite	in	Al2O3	of	40%

Other non-ferrous substances
Base	metals:	Copper,	Tin,	Nickel,	Zinc

Concentrate Mt 3.0% FOB	price

Metal Mt 3.0% FOB	price
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The	 price	 index	 and	 the	 rate	 for	 any	 mineral	
substance	not	indicated	in	the	above	table	shall	
be	determined	by	regulation.

The	 tax	 rates	 defined	 in	 the	 above	 table	 shall	
be	 increased	by	15	per	cent)	beyond	an	 initial	
period	 of	 production	 per	 mineral	 substance	
indicated	in	the	table	below,	if	the	holder	of	the	
mining	title	has	not	supplied	a	report	approved	
by	the	Minister	certifying	that	the	holder	of	the	
mining	title	has	undertaken	at	least	80	per	cent	
of	works	on	the	construction	of	the	processing	
infrastructure	in	Guinea.

Initial	period	of	production	by	mineral	substance

Operating company New company

	Bauxite 8	years 18	years

 Iron ore - 20	years

Article 161-I: Tax on the industrial and semi-
industrial production of precious metals

Any	 holder	 of	 a	 mining	 operation	 title	 who	
extracts	precious	metals	shall	pay	a	tax	on	the	
industrial	 or	 semi-industrial	 production	 of	 the	
precious	metals.

The	 operative	 event	 of	 such	 tax	 occurs	when	
precious	metals	are	first	extracted	from	the	top	
of	the	mine.

The	tax	base	shall	be	the	value	of	the	ingot	as	
determined	at	weighing	at	the	Central	Bank	of	
Guinea,	 taking	 into	 account	 the	 purity	 of	 the	
precious	 metal	 and	 the	 price	 of	 the	 precious	

metal	extracted,	as	at	the	afternoon	price	fixing	
in	London.

The	 tax	 shall	 be	 payable	 on	 the	 day	 of	 the	
weighing	 of	 the	 aforementioned	 ingots	 at	 the	
Central	Bank	of	the	Republic	of	Guinea.

The	tax	rate	on	the	extraction	of	precious	metals	
shall	be	fixed	at	5	per	cent.

When	 the	 weighed	 ingot	 contains	 precious	
metals	 other	 than	 the	 precious	 metal	 it	 is	
principally	 composed	 of,	 these	 other	 precious	
metals	 contained	 in	 the	 ingot	 shall	 be	 subject	
to	 the	 tax	 on	 the	 industrial	 or	 semi-industrial	
production	 of	 precious	 metals	 after	 each	
quarter	of	the	calendar	year,	as	determined	by	
regulation.	 The	 Brine	 Cavity	 Research	 Group	
shall,	 according	 to	 the	 terms	 established	 by	
regulation,	take	a	sample	of	the	weighed	ingots	
to	check	their	content.

Any	delay	of	over	thirty	(30)	calendar	days	in	the	
payment	 of	 the	 tax	 on	 the	 industrial	 or	 semi-
industrial	production	of	precious	metals	shall	lead	
to	sanctions	 that	may	culminate,	 in	 the	case	of	
prolonged	or	repeated	delays,	 in	the	revocation	
of	 the	mining	title	as	well	as	 the	closure	of	 the	
extraction	facilities.

When	the	mining	activity	is	not	carried	out	directly	
by	the	mining	operation	title	holder,	but	rather	by	
a	 subcontractor	of	 the	 latter,	 the	 subcontractor	
shall	 jointly	 and	 severally	 be	 liable,	 with	 the	
holder	of	the	mining	title,	for	the	payment	of	the	
tax	on	the	industrial	or	semi-industrial	production	
of	precious	metals.

Substance extracted
Unit of 
taxation

Tax Basis
Minor	metals:	cobalt,	titanium,	
molybdenum

Mt 3.0% FOB	price

Gemstones
Precious	stones

Raw	diamonds

Tax	on	industrial	production Ct 5.0% BNE	assessment
Tax	on	semi-industrial	production Ct 3.5% BNE	assessment
Stone	with	a	value	per	unit	equal	
to	or	greater	than	five	hundred	
thousand	dollars	($500,000)	

Ct 5.0% BNE	assessment

Precious stones other than diamonds (emeralds, rubies, sapphires, etc.) and other gemstones

Tax	on	industrial	production Ct 2.0% BNE	assessment

Tax	on	semi-industrial	production Ct 1.5% BNE	assessment

Stone	with	a	value	per	unit	equal	to	or	
greater	than	$500,000

Ct 5.0% BNE	assessment
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The	terms	for	the	declaration	and	payment	of	the	
tax	on	the	industrial	or	semi-industrial	production	
of	 precious	 metals	 shall	 be	 determined	 by	
regulation.

This	 tax	 shall	 be	 deductible	 when	 calculating	
taxable	profit.

Tax	 rate	 on	 the	 industrial	 or	 semi-industrial	
production	of	precious	metals:

Key:

OZ:	Troy	Ounce	=	31.103477	g

A	new	price	 index	 shall	 be	 established	 by	 joint	
order	of	the	Minister	for	Mines	and	the	Minister	
for	 Finance	 if	 the	 price	 index	 indicated	 in	 the	
above	table	becomes	obsolete.

Article	162:	Tax	on	substances	from	quarries

The	operation	and	collection	of	quarry	substances	
shall	be	subject	to	payment	of	taxes,	the	rates	of	
which	shall	be	determined	by	 joint	order	of	the	
Minister	of	Mines	and	the	Minister	of	Finance.

Chapter III: Export taxes 
Article 163: Tax on the export of mineral 
substances other than precious substances

Mineral	 substances	 extracted	 in	 Guinea	 by	
holders	of	a	mining	operation	permit,	and	which	
are	 exported	 in	 their	 raw	 state,	without	 having	
previously	been	processed	into	semi-finished	or	
finished	products	in	Guinea,	shall	be	charged	an	
export tax.

However,	precious	metals	shall	be	exempt	from	
this	export	 tax.	Precious	stones	and	gemstones	
shall	be	subject	to	a	specific	export	tax	set	forth	
in	Article	163-I	of	the	present	Code.

The	basis	of	the	export	tax	on	mineral	substances	
shall	 be	 the	 value	 of	 the	 mineral	 substances	
exported.	 This	 value	 shall	 be	 determined	 by	
virtue	of	the	content	(also	called	the	“grade”),	the	
weight	of	the	mineral	substance	exported	and	the	
price	 index	 applicable	 to	 the	mineral	 substance	
exported.	 In	 particular,	 the	 basis	 of	 the	 export	
tax	on	category	1	substances	shall	be	adjusted	in	
proportion	to	their	actual	content.

The	 unit	 of	weight	 shall	 be	 the	 metric	 ton	 for	

mineral	 substances	 other	 than	 radioactive	
substances,	 and	 the	 pound	 for	 radioactive	
substances.	If	the	unit	of	weight	exported	contains	
several	types	of	mineral	substances,	each	mineral	
substance	shall	be	taxed	separately	according	to	
its	content	per	unit	of	weight	exported	and	the	
price	applicable	to	it.

The	price	index	applicable	to	mineral	substances	
shall	be	defined	in	the	table	below	in	relation	to	
the	nature	of	the	mineral	substance	extracted.

The	tax	rate	on	the	export	of	mineral	substances	
is	 set	 forth	 in	 the	 table	below	according	 to	 the	
nature	of	the	mineral	substance	exported.

The	tax	shall	be	payable	upon	the	export	of	the	
mineral	substances,	as	“export”	is	defined	in	the	
customs	code.

The	exporter	of	the	mineral	substances	shall	be	
liable	for	the	tax,	as	per	the	customs	code.	The	
export	 tax	shall	be	 jointly	and	severally	payable	
by	 the	 customs	 agent,	 acting	 under	 power	
of	 attorney.	 This	 tax	 shall	 be	 collected	 by	 the	
customs	 authorities.	 The	 customs	 procedure	
shall	apply	in	full	force.

The	 terms	 for	 calculation,	 declaration	 and	
payment	 of	 this	 tax	 shall	 be	 determined	 by	
regulation.

Tax	 rate	 on	 the	 export	 of	 mineral	 substances	
other	than	precious	substances

Key:

LB:	US	Pound	=	0.4535923	kg

LME:	London	Metal	Exchange

TM:	metric	ton

A	new	price	 index	 shall	 be	 established	 by	 joint	
order	of	the	Minister	for	Mines	and	the	Minister	
for	 Finance	 if	 the	 price	 index	 indicated	 in	 the	
table	above	becomes	obsolete.

The	 price	 index	 and	 the	 rate	 of	 any	 mineral	
substance	not	indicated	in	the	table	above	shall	
be	determined	by	regulation.

Article 163-I: Simplified declaratory regime

Holders	of	mining	operation	titles,	who	have	been	

Substance produced Unit of taxation Tax Basis

Precious	Metals:	Silver,	gold,	platinum	group	metals,	
palladium,	rhodium

Oz 5.0% London	PM	fix
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extracting	mineral	substances	in	Guinea	with	the	
exclusive	aim	of	exporting	them	in	the	raw	state,	
without	reselling	them	on	the	domestic	market,	
may	apply	for	a	simplified	declaration	regime.

The	 regime	 shall	 authorize	 them	 to	 declare	
the	 extraction	 tax	 on	 the	 mineral	 substances	
mentioned	 in	Article	 161	 of	 the	 present	 Code	
and	the	export	tax	on	mineral	substances	other	
than	 the	 precious	 substances	 mentioned	 in	
Article	163	of	the	present	Code,	in	one	and	the	
same	declaration.

This	 regime	 shall	 be	 granted	 only	 by	 joint	
approval	 of	 the	 Minister	 for	 Mines	 and	 the	
Minister	for	Finance.	The	terms	of	the	application	
of	this	particular	regime	shall	be	determined	by	
regulation.

Article 163-II: Export tax on precious stones 
and other gemstones

Precious	 stones	 and	 gemstones	 extracted	 in	
Guinea	by	holders	of	a	mining	operation	title,	and	
which	have	been	exported	in	the	raw	or	cut	state	
shall	be	subject	to	a	specific	export	tax.

The	 base	 of	 the	 export	 tax	 on	 precious	 stones	
and	gemstones	shall	be	the	value	of	the	precious	
stones	and	gemstones	exported.	This	value	shall	
be	 determined	 by	 the	 BNE	 according	 to	 the	
quality	of	the	stones	and	their	carat	weight.

The	 export	 tax	 rate	 on	 the	 precious	 stones	 is	
defined	 in	 the	 table	 below	 according	 to	 the	
nature	of	the	precious	stones	and	the	gemstones	
exported.

The	 rate	 of	 this	 export	 tax,	 however,	 shall	 be	
halved	 if	 the	precious	 stones	or	gemstones	are	
exported	after	having	been	cut	in	Guinea.

The	 tax	 shall	 be	 payable	 at	 the	 export	 of	 the	
precious	 stones	 and	 gemstones,	 as	 “export”	 is	
defined	in	the	customs	code.

The	exporter	of	 the	mining	substances	 shall	be	
liable	 for	 this	 tax,	 as	 set	 forth	 in	 the	 customs	
code.	The	export	tax	shall	be	jointly	and	severally	
payable	 by	 the	 customs	 agent,	 acting	 under	 a	
power	of	attorney.	The	customs	procedure	shall	
apply	with	full	force.

The	 terms	 for	 the	 calculation,	 declaration	 and	
payment	 of	 this	 tax	 shall	 be	 determined	 by	
regulation.

Export	 tax	 rate	 on	 precious	 stones	 and	 other	
gemstones:

Key:	Ct	:	Carat	=	0.20519655

The	tax	rate	on	precious	stones	and	gemstones	
not	shown	in	the	table	above	shall	be	determined	
by	regulation.

Article 164: Export tax on artisanal gold, 
precious stones and other gemstone production

Gold,	precious	stones	and	gemstones	extracted	
in	Guinea	by	holders	of	an	authorization	shall	be	
subject	to	an	export	tax	at	the	rates	below:

• For	 gold,	 the	 tax	 rate	 shall	 be	 1	 per	 cent,	
the	 reference	 value	 for	 the	 tax	 calculation	
being	 the	 Central	 Bank	 of	 Guinea	 (BCRG)	
purchase	price	for	gold.	

Substance extracted Unit of taxation Tax Basis
Iron ore

Standard	content	iron	ore Mt 2%
Price	of	ore	(gauged	by	the	Platts	Iron	Fines	CFR	
62%)	less	the	transport	costs	(gauged	by	the	Baltic	
Exchange	Capesize	Index	Route	C3-Tubarao/Qingdao)

Bauxite

Bauxite Mt 0.075%
3	month	LME	selling	price	per	ton	of	primary	
aluminium	for	one	bauxite	in	Al2O3	of	40%

Other non-ferrous substances
Base	metals:	Copper,	Tin,	Nickel,	Zinc
Concentrate Mt 2.0% FOB	price
Metal Mt 2.0% FOB	price
Minor	metals:	cobalt,	
titanium,	molybdenum

Mt 2.0% FOB	price

Radioactive substances
Uranium
Concentrate	(yellowcake) LB 30% Ux	Spot	price	U2O8
Other	radioactive	
substances

LB 20% Ux	Spot	price
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• For	diamonds	with	 a	value	per	unit	 strictly	
less	than	$500,000,	the	tax	rate	shall	be	3	
per	cent	of	the	value	set	by	BNE	experts.	

• For	 precious	 stones,	 other	 than	 diamonds	
and	 gemstones	 of	 a	 unit	 value	 strictly	
lower	 than	 five	 hundred	 thousand	 dollars	
($500,000),	this	rate	shall	be	set	at	1.5	per	
cent	of	the	value	fixed	by	the	BNE	experts.	

• For	 precious	 stones,	 including	 diamonds,	
with	 a	 unit	 value	 equal	 to	 or	 greater	 than	
$500,000,	the	rate	shall	be	5	per	cent	of	the	
value	fixed	by	the	BNE	experts.	

A	joint	decree	from	the	Minister	of	Finance	and	
the	Minister	of	Mines	may	adjust	these	rates.

This	tax	shall	be	payable	at	export,	as	provided	
by	the	customs	code.	The	exporter	shall	be	liable	
for	 this	 tax,	 as	provided	by	 the	 customs	code.	
Customs	procedures	shall	fully	apply.

The	 terms	 of	 calculation,	 declaration	 and	
payment	 of	 this	 tax	 shall	 be	 determined	 by	
regulation.

Article	165:	Allocation	among	various	budgets

The	 fixed	 fees,	 the	 tax	 on	 the	 extraction	 of	
mineral	substances	other	than	precious	metals,	
the	 tax	 on	 the	 industrial	 or	 semi-industrial	
production	of	precious	metals,	the	tax	on	quarry	
substances,	the	export	tax	on	mineral	substances	
other	 than	 on	 precious	 substances	 and	 the	
export	tax	on	artisanal	gold	production,	paid	to	
the	national	budget	by	holders	of	mining	titles	
or	authorizations,	are	distributed	as	follows:

National	budget......................................80	percent

Direct	support	 to	 the	 local	budgets	of	all	 local	
communities	in	the	country.................15	percent

Mining	investment	fund..........................5	percent

The	 export	 tax	 on	 artisanal,	 industrial	 and	
semi-industrial	 production	 of	 precious	 stones	
and	 gemstones	 referred	 to	 in	 Article	 164	 is	
distributed	as	follows:

National	budget.....................................67	per	cent	

BNE..........................................................21	per	cent	

Expert	evaluator....................................12	per	cent

Based	 on	 the	 contract	 between	 the	 expert	
evaluator	and	the	Ministry	for	Mines.

The	corresponding	amounts	shall	be	published	in	
the	Official	Gazette	and	on	the	official	websites	
of	the	Ministries	of	Mines,	Decentralization	and	
Finance.

The	 terms	 for	 the	 use,	 management	 and	
monitoring	 of	 the	 resources	 allocated	 to	 the	
local	 authorities,	 pursuant	 to	 the	 preceding	
provisions,	shall	be	determined	by	a	joint	order	
of	the	Ministers	for	Mines,	Decentralization	and	
Finance,	 in	 accordance	 with	 provisions	 of	 the	
local	authorities’	code.

Chapter IV: Mining lists
Article 166: Definition and procedure for 
approving the mining list

Holders	 of	 a	 mining	 permit	 must	 draw	 up	 a	
list	 called	 the	 “mining	 list”	 for	 approval	 by	 the	
Minister	of	Mines	and	the	Minister	of	Finance,	
before	 starting	 their	 operations,	 and	 for	 each	
phase	 of	 activity,	 as	 per	 Article	 168	 of	 the	
present	Code.	

The	contents	of	the	mining	 list	shall	be	 limited	
strictly	to	the	categories	set	forth	in	Article	167	
of	the	present	Code.	It	shall	group	together	all	the	
equipment,	 materials,	 machines,	 raw	 materials	

Substance extracted Unit of taxation Tax Basis
Precious stones
Rough	diamonds:
Tax	on	industrial	production Ct 3.0% BNE	assessment
Tax	on	semi-industrial	production Ct 3.0% BNE	assessment
Stone	with	a	value	per	unit	equal	to	
or	greater	than	$500,000

Ct 5.0% BNE	assessment

Precious stones other than diamonds (emeralds, rubies, sapphires, etc.) and other gemstones

Tax	on	industrial	production Ct 1.5% BNE	assessment
Tax	on	semi-industrial	production Ct 1.5% BNE	assessment
Stone	 with	 a	 value	 per	 unit	 equal	
to	 or	 greater	 than	 five	 hundred	
thousand	dollars	($500,000)	

Ct 5.0% BNE	assessment
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and	 consumables	 for	which	 the	 holder	 of	 the	
mining	 title	 is	 requesting	 an	 exemption	 from	
import	duties	and	taxes	during	the	exploration,	
and	 construction	 phases,	 pursuant	 to	 Articles	
171,	171-I,	173	and	174	of	the	present	Code,	
or	 requesting	 reduced	 rates	of	 customs	duties	
during	the	operating	phase,	pursuant	to	Articles	
179	and	180	of	the	present	Code.

The	content	of	 the	mining	 list	shall	be	specific	
to	 each	 phase	 of	 activity.	 A	 mining	 list	 for	
the	 exploration	 phase	 may	 contain	 only	 the	
equipment,	 materials,	 machines,	 raw	 materials	
and	 consumables	 necessary	 for	 that	 phase.	
A	 mining	 list	 for	 the	 construction	 phase	 may	
contain	only	the	equipment,	materials,	machines,	
raw	materials	and	consumables	needed	for	that	
phase.	A	mining	list	for	the	operating	phase	may	
contain	 only	 equipment,	 materials,	 machines,	
raw	materials	and	consumables	needed	for	that	
phase.

This	mining	 list	may	 be	 periodically	 revised	 as	
the	requirements	of	holders	of	the	mining	title	
evolve.	 If	 there	 is	 any	 equipment,	 material,	
machines,	 raw	 material	 or	 consumables	 to	 be	
imported,	but	does	not	appear	on	the	previously	
defined	and	approved	mining	list,	an	amendment	
to	 the	 existing	 list	 must	 be	 filed	 with	 the	
Minister	for	Mines	and	the	Minister	for	Finance	
for	 approval.	 Such	 amendment	 must	 comply	
with	all	of	the	conditions	relating	to	mining	lists,	
particularly	 with	 regard	 to	 the	 categories	 and	
content	of	the	list.

Nevertheless,	 equipment,	 materials,	 machines,	
raw	 materials	 and	 consumables	 whose	
manufactured	 equivalent	 may	 be	 found	 in	
Guinea,	and	which	are	commercially	available	on	
terms	at	least	equal	to	the	goods	to	be	imported	
may	not	be	included	on	the	list.	

The	lists	of	goods	belonging	to	sub-contractors	
must	 be	 an	 integral	 part	 of	 those	 of	 the	
companies	 holding	mining	titles	 to	which	 they	
are	 linked.	They	must	 be	 included	 in	 a	 special	
column	 established	 in	 the	 name	 of	 each	 sub-
contractor.

The	 terms	 relating	 to	 the	 filing,	 approval	 and	
revision	of	these	mining	lists	shall	be	determined	
by	regulation.

A	 committee	 comprising	 representatives	 of	
CDPM,	the	ministry	responsible	for	the	budget	
and	the	customs	directorate	shall	be	responsible	
for	reviewing	the	mining	lists.

The	 General	 Inspectorate	 for	 Mines	 and	
Geology	 and	 the	 customs	 directorate,	 in	
collaboration	 with	 the	 competent	 technical	
services,	 particularly	 CDPM,	 the	 National	
Mining	 Authority,	 the	 National	 Geological	
Authority,	the	Bureau	d’Études	et	de	Stratégie,	
as	well	as	all	other	competent	departments	shall	
be	 responsible	 for	 monitoring	 the	 mining	 list.	
They	 shall	 be	 responsible	 for	 following	 up	 on	
the	equipment,	mining	machinery	or	any	other	
products	 imported	 by	 the	 mining	 companies	
during	the	exploration	phase.

Article 167: Classification of goods included in 
the mining list

Imports	 by	 holders	 of	 a	 mining	 title	 shall	 be	
classified	into	three	categories:

• Category	 1:	 Equipment,	 materials,	 heavy	
machinery,	engines	and	vehicles	appearing	on	
the	register	of	fixed	assets	of	the	companies	
concerned,	excluding	passenger	vehicles

• Category	 2:	 Consumables	 intended	 for	 the	
extraction	and	concentration	of	raw	mining	
substances,	 including	 heavy	 fuel	 oil,	 and	
specific	lubricants,	excluding	petrol,	ordinary	
lubricants	and	other	petroleum	products;

• Category	3:	Consumables	 intended	 for	 on-
site	 processing	 of	 mine	 substances	 into	
semi-finished	or	finished	products,	including	
heavy	 fuel	 oil	 and	 specific	 lubricants,	
excluding	 petrol,	 ordinary	 lubricants	 and	
other	petroleum	products.

Chapter V: Definition of phases of activity

Article 168: Definition of phases of activity

The	 tax	 and	 customs	 benefits	 enjoyed	 by	 the	
holders	of	mining	titles	shall	be	specific	to	each	
mining	title	and	vary	depending	on	the	phase	of	
activity.	These	phases	are:

• The	exploration	phase

• The	construction	phase

• The	operating	phase,	which	shall	be	deemed	
to	begin	 as	 of	 the	date	of	 first	 commercial	
production.

Each	 phase	 shall	 be	 deemed	 to	 have	 ended	
when	the	subsequent	phase	commences,	even	if	
some	activities	of	previous	phase	are	continuing.	
The	holder	of	 a	mining	title	may	 therefore	not	
combine,	at	a	given	time,	for	the	same	item,	the	



54
benefits	of	the	tax	and	customs	regimes	available	
for	various	phases.

These	tax	and	customs	advantages	are	set	forth	
in	this	title.

With	respect	to	petroleum	products,	purchases	
by	holders	of	mining	titles	and	permits	may	not	
enjoy	any	exemption.	However,	imports	of	heavy	
fuel	oil	intended	for	extraction	and	concentration	
of	raw	mineral	substances	and	on-site	processing	
of	 mineral	 substances	 into	 semi-finished	 or	
finished	products	shall	be	exempt	from	VAT	and	
customs	 duties	 excluding	 the	 administrative	
processing	fee,	in	accordance	with	the	provisions	
of	Articles	171,	171-I,	173,	174,	176,	179	and	
180	 of	 this	Code,	 on	 provided	 that	 this	 heavy	
fuel	 oil	 is	 included	 in	 the	 mining	 lists,	 for	 the	
exploration	 phase	 and	 the	 construction	 phase	
of	the	mine	and	for	the	operating	phase	of	the	
mine,	set	forth	respectively	in	Article	166	of	this	
Code,	filed	in	advance	at	the	beginning	of	each	
one	of	its	phases.

Chapter VI: Tax provisions applicable to all 
phases of activity
Article 169: Tax regime for salaried employees 
of holders of a mining permit

Salaried	 employees,	 including	 expatriates,	
employed	 by	 holders	 of	 a	 mining	 title	 or	
authorisation	are	subject	to	income	tax	in	Guinea,	
per	Articles	61	to	70	of	the	General	Tax	Code.

Article	170:	Withholding	on	non-salary	revenue	
and	personal	belongings	of	expatriate	employees

Article	170-I:	Withholding	on	non-salary	revenue

Except	 where	 otherwise	 provided	 in	 the	
provisions	of	duly	ratified	tax	agreements,	holders	
of	a	mining	title	must	apply	a	withholding,	which	
discharges	the	obligation	to	pay	any	other	tax	on	
income,	on	 sums	paid	 in	exchange	 for	 services	
of	any	nature	provided	by	companies	or	persons	
not	 established	 in	 Guinea,	 supplied	 or	 used	 in	
Guinea.

This	withholding,	the	rate	of	which	shall	be	fixed	
per	Article	198	of	 the	General	Tax	Code,	must	
be	 taken	by	 the	beneficiary	of	 the	 service	 and	
remitted	to	the	public	treasury	no	later	than	15	
months	from	the	month	in	which	the	deduction	
was	made.	 It	 shall	 not	 be	 deductible	 from	 the	
income	taxes.

Article	170-II:	Personal	belongings	of	expatriate	
employees

The	 personal	 effects	 imported	 by	 expatriate	
employees	 of	 holders	 of	 a	 mining	 title	 permit	
shall	be	exempt	from	customs	duties.

Personal	effects	shall	be	understood	to	be	goods	
for	domestic	use	with	no	commercial	character,	
in	 so	 far	 as	 they	 are	 imported	 in	 reasonable	
quantities.

Chapter VII: Tax and customs benefits during 
the exploration phase
Article 171: Regime for exemption during the 
exploration phase

Article 171-I: Tax exemptions in the exploration 
phase

Holders	of	exploration	permits	shall	be	entitled,	
throughout	 the	 period	 of	 exploration,	 to	
exemption	from:

The	 Value	 Added	 Tax	 (VAT)	 on	 imports	 of	
equipment,	materials,	machines	and	consumables	
indicated	in	the	mining	list	submitted,	before	the	
beginning	of	the	exploration	phase,	on	condition	
that	 such	 mining	 list	 has	 been	 approved	 in	
compliance	 with	 provisions	 of	 Article	 166	 of	
the	 present	Code.	However,	 imports	 of	 goods	
excluded	from	the	right	of	deduction,	pursuant	
to	the	provisions	of	the	General	Tax	Code	shall	
not	be	VAT	exempt,	even	when	such	goods	were	
included	in	the	duly	approved	mining	list.

• Annual	minimum	tax	(IMF)

• Business	license	fee

• Contribution	to	vocational	training

• Single	Land	Tax	(CFU)

• Apprenticeship	tax	

The	exemption	scheme	may	be	taken	advantage	
of	once	a	mining	 list	 for	 the	exploration	phase	
has	been	filed	prior	 to	 the	start	of	 that	phase,	
per	the	provisions	of	Article	166	of	the	present	
Code.

All	 other	 provisions	 of	 the	 General	 Tax	 Code	
shall	apply	with	full	effect.

Petrol,	 lubricants	 and	 other	 imported	
petroleum	 products	 shall	 be	 entitled	 to	 a	VAT	
reimbursement,	 within	 the	 limits	 of	 annual	
quotas	 fixed	 by	 the	Minister	 in	 charge	 of	 the	
budget.

The	 duration	 of	 these	 exemptions	 shall	 be	
limited	to	the	duration	of	the	exploration	phase.



55
Article 171-II: Customs duties

Holders	of	an	exploration	permit	shall	be	eligible	
for	 the	 temporary	 admission	 regime	 for	 the	
importation	 of	 equipment,	 material,	 machines,	
raw	materials	and	consumables	indicated	in	the	
mining	list	for	the	exploration	phase.

Temporary	 admission	 of	 these	 goods	 shall	 be	
allowed	only	if	the	said	mining	list	is	filed,	before	
the	start	of	the	exploration	phase,	and	has	been	
duly	 approved	 pet	 Article	 166	 of	 the	 present	
code.

However,	 materials	 and	 spare	 parts	 for	 utility	
vehicles,	 needed	 for	 the	 functioning	 of	
professional	materials	and	equipment	included	in	
the	mining	list	shall	not	be	eligible	for	exemption	
from:

• The	administrative	processing	fee

• The	registration	tax

• The	community	tax	

• Additional	surcharges

In	 the	first	quarter	of	each	year,	holders	of	an	
exploration	permit	must	provide	an	inventory	of	
the	goods	having	benefited	from	the	temporary	
admission	 to	 the	 CDPM,	 the	 National	 Mining	
Directorate	and	the	customs	services.

Once	the	construction	of	the	mine	has	begun,	
and	 notwithstanding	 the	 continuation	 of	 any	
exploration	activity,	the	exploration	phase	shall	
be	deemed	to	have	terminated.

When	the	exploration	phase	is	deemed	to	have	
terminated,	the	goods	which	benefited	from	the	
temporary	admission	regime	shall	exit	from	the	
temporary	admission	regime	and	must:

• Either	be	 re-exported	by	 the	holder	of	 the	
exploration	permit	

• Or	be	kept	or	resold	in	the	Republic	of	Guinea	
by	 the	 holder	 of	 the	 exploration	 permit.	
In	 this	 case,	 the	 holder	 of	 an	 exploration	
permit	shall	be	liable	for	all	duties	and	taxes	
charged	 by	 the	 customs	 service	 on	 the	
basis	 of	 an	 evaluation,	 taking	 into	 account	
the	depreciation	that	has	occurred	until	the	
date	of	 exit	 from	 the	 temporary	 admission	
regime.	

Nevertheless,	when	the	said	goods	are	included	
on	the	mining	list	filed	by	the	holder	of	the	mining	

title	for	 its	construction	phase,	the	holder	may	
request	from	the	competent	customs	service	for	
the	temporary	admission	of	these	goods	to	be	
extended	to	the	end	of	its	construction	phase.

Article 172: Reporting obligations

Notwithstanding	 the	 exemptions	 provided	 in	
this	Chapter,	the	holders	of	exploration	permits	
shall	 be	 subject	 to	 the	 reporting	 obligations	
under	general	law,	pursuant	to	the	provisions	of	
articles	108,	238,	239	and	241	of	the	General	
Tax	 Code	 as	 well	 as	 the	 reporting	 obligations	
under	 general	 law	 provided	 in	 the	 Customs	
Code.

Chapter VIII: Tax and customs benefits during 
the construction phase of the mine
Article 173: Exemption from VAT and other 
taxes

Throughout	the	construction	phase	of	the	mine,	
the	holders	of	a	mining	operation	title	shall	be	
exempt from:

• VAT	 on	 imports	 of	 equipment,	 materials,	
machines,	 raw	 materials	 and	 consumables	
on	 the	 mining	 list	 submitted,	 prior	 to	 the	
beginning	 of	 the	 construction	 phase,	 on	
condition	 that	 this	 mining	 list	 has	 been	
approved	in	accordance	with	the	provisions	
of	Article	166	of	the	present	code.	However,	
imports	of	goods,	which	are	excluded	from	
the	 right	 of	 deduction,	 pursuant	 to	 the	
provisions	of	the	General	Tax	Code,	are	not	
exempt	 from	VAT,	 even	when	 such	 goods,	
except	for	heavy	fuel	oil,	were	 included	on	
the	approved	mining	list	

• Annual minimum tax 

• Business	license	fee

• Contribution	to	vocational	training

• Single	land	tax

• Apprenticeship	tax	

The	benefits	enjoyed	by	the	exemption	regime	
is	 subject	 to	 the	 filing,	 before	 the	 start	 of	 the	
construction	 phase,	 of	 a	 mining	 list	 for	 the	
construction	 phase,	 in	 compliance	 with	 the	
provisions	of	Article	166	of	this	Code.

All	 other	 provisions	 of	 the	 General	 Tax	 Code	
shall	apply	with	full	force	and	effect.

Petrol,	 lubricants	 and	 other	 imported	
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petroleum	 products	 shall	 be	 entitled	 to	 a	VAT	
reimbursement,	 within	 the	 limits	 of	 annual	
quotas	fixed	by	the	Budget	Minister.

The	 duration	 of	 these	 exemptions	 shall	 be	
limited	 to	 the	 duration	 of	 the	 construction	
phase.	The	construction	phase	shall	end	on	the	
date	of	first	commercial	production.	The	end	of	
the	construction	phase	shall	mark	the	beginning	
of	the	mining	operating	phase,	notwithstanding	
the	continuation	of	any	construction	activity.

Article 174: Exemption from customs duties 
and reporting obligations

Article 174-I: Exemption from customs duties

During	 the	 construction	 phase	 of	 the	 mine,	
holders	 of	 a	 mining	 operation	 title	 shall	 be	
eligible,	under	the	temporary	admission	regime	
for	 the	 import	 of	 goods	 indicated	 in	 the	 first	
category	 of	 their	 mining	 list,	 as	 set	 forth	 in	
Article	167	of	this	Code,	i.e.	for	the	list	of	goods	
appearing	on	the	register	of	fixed	assets	of	the	
holder	of	the	mining	title.

The	 temporary	 admission	of	 these	 goods	 shall	
be	permitted	only	if	the	said	mining	list	was	filed	
before	the	start	of	the	construction	phase,	and	
duly	approved,	in	compliance	with	the	provisions	
of	Article	166	of	the	present	Code.

However,	 material	 and	 spare	 parts	 for	 goods	
indicated	in	the	first	category	of	their	mining	list	
shall	not	be	eligible	for	exemption	from	the:

• Administrative	processing	fee

• Registration	tax

• Community	tax

• Additional	surcharges

Holders	of	a	mining	operation	title	must	provide	
the	CPDM,	the	National	Mining	Directorate	and	
the	customs	services	with	an	inventory	of	goods	
having	benefited	from	the	temporary	admission,	
in	the	first	quarter	of	each	year.

When	mining	begins,	 and	notwithstanding	 the	
continuation	 of	 any	 construction	 activity,	 the	
construction	 phase	 shall	 be	 deemed	 to	 have	
terminated.

When	the	construction	phase	is	deemed	to	have	
terminated,	 the	 goods	 under	 the	 temporary	
admission	 shall	 exit	 the	 temporary	 admission	
regime	and	must:

• Either	 be	 reexported	 by	 the	 holder	 of	 the	
mining	operation	title	

• Or	be	 resold	 in	 the	Republic	 of	Guinea	by	
the	 holder	 of	 the	 mining	 operation	 title.	
In	 the	 case	 of	 resale	 in	 the	 Republic	 of	
Guinea,	the	holder	of	an	industrial	and	semi-
industrial	mining	operation	title	or	a	mining	
concession	shall	be	 liable	for	all	duties	and	
taxes	charged	by	the	customs	service	on	the	
basis	 of	 an	 evaluation,	 taking	 into	 account	
the	depreciation	that	has	occurred	until	the	
date	of	 exit	 from	 the	 temporary	 admission	
regime.	 The	 applicable	 rate	 of	 customs	
duties	shall	be	the	rate	under	general	law.	

• Or	be	kept	by	the	holder	of	the	industrial	and	
semi-industrial	mining	operations	permit	or	
mining	concession.	On	this	assumption,	the	
holder	 of	 the	 industrial	 and	 semi-industrial	
mining	 operations	 permit	 or	 mining	
concession	shall	be	 liable	for	all	duties	and	
taxes	charged	by	the	customs	service,	on	the	
basis	of	evaluation,	taking	 into	account	the	
depreciation	that	has	occurred	until	the	day	
of	exiting	 the	 temporary	admission	regime.	
The	applicable	 rate	of	customs	duties	shall	
be	 the	 rate	under	general	 law.	However,	 if	
the	said	goods	are	included	in	the	mining	list	
filed	by	the	holder	of	the	mining	title	for	its	
mining	phase,	and	are	held	by	the	latter	for	
the	 entire	 duration	 of	 its	mining	 operating	
phase,	 they	 shall	 then	 be	 subject	 to	 the	
reduced	rate	of	customs	duties	provided	in	
Articles	179	or	180	of	this	Code,	depending	
on	whether	they	are	for	local	processing	or	
extraction	equipment.	

Article 174-II: Reporting obligations

Notwithstanding	 the	 exemptions	 provided	 in	
this	Chapter,	the	holders	of	a	mining	operation	
title	shall	be	subject	to	the	reporting	obligations	
under	common	law	set	forth	in	the	provisions	of	
Articles	108,	238,	239	and	241	of	the	General	
Tax	Code	as	well	as	to	the	reporting	obligations	
under	 common	 law	 provided	 in	 the	 Customs	
Code.

Chapter IX: Tax and customs benefits during 
the operating phase

Article 175: Exemptions

Mining	operation	title	holders	enter	the	operating	
phase	shall	be	eligible	for	three	(3)	years	from	the	
date	of	first	commercial	production,	to	exemption	



57
from:

• The	annual	minimum	tax	

• The	10	per	cent	single	land	tax

Mining	installations	are	fixed	assets	enabling	the	
extraction	and	processing	of	mineral	substances.	
Implementing	regulations	shall	specify	the	terms	
and	 conditions	 for	 levying	 the	 single	 land	 tax	
beyond	the	three-year	period	mentioned	in	this	
Article.

Article 176: Taxation on profits and other taxes

• During	 the	 operating	 phase,	 holders	 of	 a	
mining	operation	title	are	liable,	under	general	
law	 rules,	 for	 all	 taxes	 other	 than	 those	 for	
which	 they	 are	 eligible	 for	 an	 exemption	
under	Article	175	of	this	Code,	including	but	
not limited to:

• Value	 Added	 Tax,	 excluding	 VAT	 on	 the	
import	of	equipment	 included	 in	the	mining	
list	in	the	first	category,	as	set	forth	in	Article	
167	of	this	Code

• Tax	 on	 industrial	 and	 commercial	 profits	 or	
corporate	tax	at	a	rate	of	30	per	cent	

• Taxes	on	income	derived	from	investments	at	
a	rate	of	10	per	cent	

• Registration	 dues	 on	 deeds	 relating	 to	
company	establishment,	 increasing	 its	 share	
capital	 through	 new	 capital	 contributions,	
capital	 contributions,	 the	 capitalization	 of	
profits	or	reserves,	or	merger

• Lump	sum	payments	on	salaries

• Withholding	on	non-salary	income

• Withholding	on	salaries

• Single	automobile	tax	with	the	exception	of	
industrial	vehicles	and	equipment	at	the	rate	
in	effect

• Contributions	 to	 vocational	 training	 or	
apprenticeship	tax,	as	the	case	may	be

• Contributions	to	 local	development,	set	out	
in	Article	130	of	the	present	Code

• Fixed	 fees	 and	 annual	 royalties	 set	 out	 in	
Article	159-A	of	the	present	Code

• Surface	royalties	set	out	in	Article	160

• Tax	on	the	extraction	of	mineral	substances	

other	than	precious	metals	set	out	in	Article	
161	of	the	present	Code	

• Tax	 on	 the	 industrial	 or	 semi-industrial	
production	 of	 precious	 metals	 set	 out	 in	
Article	161-I	of	the	present	Code	

• The	export	tax	on	mineral	substances	other	
than	 the	 precious	 metals	 set	 out	 in	Article	
163	of	this	Code	

• Export	tax	on	precious	stones	and	gemstones	
set	out	in	Article	163-I	of	the	present	Code	

• Imported	 fuels,	 lubricants	 and	 other	
petroleum	products	are	taxed	in	accordance	
with	general	 law.	However,	 they	are	eligible	
for	VAT	 reimbursement	within	 the	 limits	 of	
quotas	agreed	by	the	Budget	Minister	

The	 import	 of	 heavy	 fuel	 oil,	 however,	 for	 on-
site	extraction	and	concentration	of	crude	mine	
substances	 and	 for	 on-site	 processing	 of	 mine	
substances	into	semi-finished	or	finished	products	
shall	be	exempt	from	VAT	on	condition	that	this	
heavy	fuel	oil	is	included	in	the	mining	list	for	the	
operating	phase	of	the	mine	as	set	forth	in	Article	
166	of	the	present	Code,	filed	prior	to	the	start	of	
the	operating	phase.

In	 addition,	 the	 holders	 of	 a	 mining	 operation	
title	shall	be	subject	to	payment	of	environmental	
taxes	and	 royalties	on	classified	establishments,	
in	accordance	with	the	environmental	code	and	
its	implementing	regulations.

Article 177: Expenses deductible from profits

During	the	operating	phase,	all	of	the	following	
expenses	 incurred	 by	 holders	 of	 a	 mining	
operation	permit	with	the	intention	of	generating	
revenue,	 shall	 be	 considered	 as	 expenses	
deductible	from	taxable	profits	for	the	calculation	
of	 tax	 on	 industrial	 and	 commercial	 profits	 and	
corporate income tax:

• Overheads	 of	 any	 kind,	 staff	 and	 labour	
costs,	lease	rents,	where	the	company	is	the	
lessee,	expenses	for	repairs	and	maintenance	
of	 professional	 premises	 and	 equipment,	
excluding	 expenditures	 for	 expansion	 or	
processing

• Tax	 on	 the	 extraction	 of	 mine	 substances	
other	than	precious	metals,	set	out	in	Article	
161	of	the	present	Code	

• Tax	 on	 the	 industrial	 or	 semi-industrial	
production	 of	 precious	 metals	 set	 out	 in	
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Article	161-A	of	the	present	Code	

• Export	 tax	 on	Mine	 substances	 other	 than	
precious	metals	set	out	in	Article	163	of	the	
present	Code;	

• Export	tax	on	precious	stones	and	gemstones	
set	out	in	Article	163-B	of	the	present	Code	

• Financial	 expenses,	 provided	 they	meet	 the	
general	 conditions	 for	 deducting	 company	
expenses	 and	 that	 the	 interest	 rates	 are	
those	 which	 applied	 when	 the	 loans	 were	
contracted,	 within	 the	 limits	 set	 by	 the	
General	Tax	Code	

• Losses	 from	 previous	 years	 in	 accordance	
with	the	General	Tax	Code	

• Amortizations	 actually	 incurred	 by	 the	
company.	Holders	of	mining	operation	titles	
shall	 be	 authorized	 to	 carry	 out	 declining	
balance	amortization	in	accordance	with	the	
provisions	of	the	General	Tax	Code	

• The	 annual	 share	 transferred	 to	 the	 trust	
account	for	the	rehabilitation	of	mining	sites	
provided	in	Article	144	of	the	present	Code	

• Provision	for	the	rehabilitation	of	deposits	set	
out	in	Article	178	of	the	present	Code

• The	 Contribution	 to	 Local	 Development	
provided	in	Article	130	of	the	present	Code

• Losses	 recorded	 on	 exchange	 rates	 as	 a	
result	of	price	fluctuations	of	exchange	rates	
pursuant	to	the	terms	defined	in	the	General	
Tax	Code

These	charges	shall	be	deductible	from	the	taxable	
profit	for	the	calculation	of	tax	on	industrial	and	
commercial	profit	and	of	corporate	tax,	provided	
they	meet	the	conditions	for	deducting	expenses	
as	set	forth	in	Article	93	of	the	General	Tax	Code.

Article	 178:	 Provision	 for	 the	 rehabilitation	 of	
deposits	and	customs	duties	during	the	operating	
phase

Article 178 – I: Reserve for the rehabilitation of 
a deposit

A	reserve	for	the	rehabilitation	of	deposits	up	to	
a	maximum	amount	of	10	per	cent	of	the	taxable	
profit	may	be	established	during	the	operations	
phase	by	holders	of	a	mining	operation	title	at	the	
end	of	each	financial	year.

In	a	fiscal	year	ending	in	losses,	the	reserve	shall	

be	calculated	on	the	basis	of	zero	0.5	per	cent	of	
the	value	of	the	marketable	products	developed	
by	the	company.

The	reserve	thus	established	 is	deductible	from	
the	taxable	profit	for	the	calculation	of	the	tax	on	
industrial	 and	 commercial	 profits	 and	 corporate	
tax.

This	 reserve	 must	 be	 recorded	 separately	 in	
accounts	 allowing	 for	 the	 identification	 of	 the	
year	during	which	the	reserve	was	established.	
It	 should	 be	 used	 within	 two	 years	 of	 being	
established	 for	 the	purchase	of	fixed	assets	 to	
be	 used	 in	 the	 exploration,	 and	 extraction	 of	
mineral	substances	or	for	the	on-site	processing	
of	 mineral	 substances	 into	 semi-finished	 or	
finished	products	in	the	territory	of	Guinea.

The	reserves	thus	used	may	not	to	be	reintegrated	
into	the	taxable	profit	for	the	calculation	of	tax	
on	industrial	or	commercial	profits	and	corporate	
tax,	 on	 condition	 that	 the	 fixed	 assets	 thus	
acquired	are	not	resold	within	the	three	(3)	years	
following	 their	 date	 of	 acquisition.	 However,	
the	value	of	the	fixed	assets	thus	acquired	shall	
be	reduced	by	the	amount	of	the	reserve	used	
to	 finance	 the	 acquisition	 for	 the	 purpose	 of	
calculating	the	basis	for	their	amortization.

The	part	of	the	reserve	which	has	not	been	used	
within	 two	years	 of	 its	 establishment	must	 be	
reported	in	the	figures	of	the	third	financial	year	
following	 that	within	which	 it	was	established.	
In	addition,	the	reserve	which	has	been	used	to	
effect	 purchases	 other	 than	 the	 purchases	 of	
fixed	assets	set	out	in	paragraph	4	of	this	Article	
must	immediately	be	integrated	into	the	taxable	
profit.

178-II: Customs duties in the operating phase 

During	 the	 operating	 phase	 of	 the	 mine,	 the	
holders	of	a	mining	operation	title	shall	be	liable	
for	customs	duties	on	imports	under	general	law	
conditions,	with	the	exception	of	the	importation	
of	 goods	 included	 in	 the	 mining	 list	 for	 the	
operating	phase	of	the	mine,	which	is	eligible	for	
privileged	rates	as	indicated	in	Articles	179	and	
180	of	this	Code.

The	holders	of	a	mining	operation	title	shall	be	
subject	to	payment	of:

• The	administrative	processing	fee

• The	registration	tax
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• The	community	tax	

• Additional	surcharges

Article 179: Customs duties for onsite 
processing equipment

The	holders	of	a	mining	operation	title	shall	pay,	
during	the	operating	phase,	customs	duties	at	a	
flat	rate	of	5	per	cent:

For	 the	 importation	 of	 goods	 indicated	 in	 the	
first	category	of	 their	mining	 list,	 as	defined	 in	
Article	 167	of	 this	Code,	 i.e.	 the	 list	 of	 goods	
included	on	the	register	of	fixed	assets	belonging	
to	titleholders	or	beneficiaries,	as	soon	as	they	
are	 assigned	 for	 local	 processing	 of	 mineral	
substances	 into	 finished	 and	 semi-finished	
products.	

For	 the	 importation	 of	 goods	 indicated	 in	
the	 third	 category	 of	 their	 mining	 list,	 as	 set	
forth	 in	 Article	 167	 of	 the	 present	 Code,	 i.e.	
consumables	 intended	 for	 the	 local	 processing	
of	mine	substances	into	finished	or	semi-finished	
products,	with	the	exclusion	of	fuels,	lubricants	
and	other	petroleum	products.	

The	 eligibility	 of	 a	 flat	 rate	 customs	 duty	 of	 5	
per	 cent	 shall	 be	 subject	 to	 the	filing,	 prior	 to	
the	 operating	 phase,	 of	 a	 mining	 list	 for	 the	
operating	phase,	pursuant	to	Article	166	of	the	
present	Code.

However,	 with	 the	 exception	 of	 the	 first	
paragraph	 of	 this	 Article,	 the	 importation	 of	
heavy	fuel	oil	 for	on-site	processing	of	mineral	
substances	 into	 semi-finished	 or	 finished	
products	 shall	be	exempt	 from	customs	duties	
on	condition	that	the	heavy	fuel	oil	 is	included	
in	the	mining	list	for	the	operating	phase	of	the	
mine,	per	Article	166	of	the	Code,	filed	prior	to	
the	start	of	the	operating	phase.

Article 180: Customs duties for extraction 
equipment

During	 the	 operating	 phase,	 the	 holders	 of	 a	
mining	operation	title	permit	must	pay	a	flat	rate	
customs	duty	of	6.5	per	cent	for:

 ₌ The	importation	of	goods	indicated	in	
the	first	category	of	their	mining	list,	as	
set	forth	in	Article	167	of	the	present	
Code,	i.e.	the	list	of	goods	included	in	
the	 register	 of	 fixed	 assets	 belonging	
to	titleholders	or	beneficiaries,	as	soon	
as	they	are	assigned	to	the	extraction	

and	 concentration	 of	 crude	 mine	
substances.	

 ₌ The	importation	of	goods	indicated	in	
the	 second	 category	 of	 their	 mining	
list,	 as	 defined	 in	Article	 167	 of	 this	
Code,	 i.e.	 the	 raw	 materials	 and	
other	 consumables	 intended	 for	 the	
extraction	and	concentration	of	crude	
mine	substances,	with	the	exception	of	
fuels,	 lubricants	 and	 other	 petroleum	
products.	

The	eligibility	of	a	flat	rate	customs	duty	of	6.5	
per	cent	shall	be	subject	to	the	filing,	prior	to	the	
operating	phase,	of	a	mining	list,	in	accordance	
with	the	provisions	of	Article	166	of	the	present	
Code.

However,	as	an	exception	to	this	Article,	imported	
heavy	 fuel	oil,	 intended	 for	 the	extraction	and	
concentration	of	raw	mine	substances,	shall	be	
exempt	from	customs	duties,	provided	it	shows	
on	the	mining	list	for	the	operating	phase	of	the	
mine,	filed	prior	to	the	start	of	operations,	as	set	
forth	in	Article	166	of	the	present	Code.	

Chapter X: Direct sub-contractors
Article 181: Direct sub-contractors and 
deconsolidation regime

Article 181–I: Definition of direct sub-
contractors

Direct	 sub-contractors,	 as	 set	 forth	 in	 Article	
1	 of	 the	 present	 Code,	 directly	 supply	 goods	
or	 directly	 provide	 services	 to	 holders	 of	 a	
mining	 title.	 The	 sub-contractors	 of	 direct	
subcontractors	shall	therefore	be	excluded	from	
this	definition.

The	 activities	 of	 these	 direct	 sub-contractors	
must	 be	 strictly	 limited	 to	 exploration,	
construction	of	mining	facilities,	as	set	forth	 in	
Article	168	of	 the	present	Code,	or	extraction	
activities.

Article	181–II:	Tax	and	customs	regime	for	direct	
sub-contractors

Subject	 to	 having	 drawn	 up	 a	 mining	 list,	 in	
compliance	with	the	provisions	of	Article	181-II	
of	 the	present	Code,	direct	 sub-contractors	of	
holders	of	a	mining	title	shall	benefit	 from	the	
customs	and	tax	provisions	solely	with	 respect	
to	 duties	 and	 taxes,	 upon	 importation	of	 their	
property	as	set	out:
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• In	Articles	171	to	172	of	the	present	Code,	

when	the	holder	of	an	exploration	permit	for	
whom	they	are	working	is	in	the	exploration	
phase.	

• In	Articles	 173-174-I	 of	 the	 present	 Code	
when	the	holder	of	an	 industrial	and	semi-
industrial	mining	operation	permit	or	mining	
concession	for	whom	they	are	working	is	in	
the	construction	phase.	

• In	Articles	176	and	177	and	in	Articles	178-I	
to	180	of	the	present	Code	when	the	holder	
of	 an	 industrial	 and	 semi-industrial	 mining	
operation	 permit	 or	 mining	 concession	 for	
whom	they	are	working	 is	 in	 the	operating	
phase.	

Article 181–III: Obligations of direct sub-
contractors

A	 direct	 sub-contractor	 must	 establish,	 in	
accordance	with	the	provisions	of	Articles	166	
and	 167	 of	 the	 present	 Code,	 and	 under	 the	
conditions	 provided	 in	 these	 articles,	 a	mining	
list	 for	 each	 phase	 of	 activity,	 setting	 out	 the	
categories	 of	 equipment,	 materials,	 machines	
and	consumables:

• For	 which	 the	 direct	 sub-contractor	 shall	
request	 an	 exemption	 from	 import	 duties	
and	 taxes	 during	 the	 exploration	 phase	 of	
the	 holder	 of	 the	 exploration	 permit	 for	
which	it	is	working,	pursuant	to	Articles	171	
and	171-I	of	the	present	Code.	

• For	 which	 the	 direct	 sub-contractor	 may	
request	an	exemption	from	import	charges,	
duties,	 and	 taxes	 during	 the	 construction	
phase	of	the	holder	of	an	industrial	or	semi-
industrial	 mining	 operation	 permit	 or	 a	
mining	 concession	 for	whom	 it	 is	working,	
pursuant	 to	 Articles	 173	 and	 174	 of	 this	
Code.

• For	 which	 the	 direct	 sub-contractors	 may	
request	 the	 benefit	 of	 reduced	 rates	 of	
customs	duties	during	the	operating	phase	
of	 the	 holder	 of	 the	mining	 operation	title	
for	whom	it	is	working,	pursuant	to	Articles	
179	and	180	of	the	present	Code.	

The	 content	 of	 the	mining	 list	 shall	 be	 strictly	
limited	to	the	categories	set	out	in	Articles	167	
of	the	present	Code	and	shall	be	specific	to	each	
phase	of	activity.

A	 direct	 sub-contractor	 must	 have	 its	 list	

approved	 by	 the	 Minister	 of	 Mines	 and	 the	
Minister	of	Finance	before	the	beginning	of	 its	
operations.	This	list	must	be	an	integral	part	of	
the	list	of	the	company	holding	the	mining	title,	
and	must	be	a	specific	section	of	such	list.	

In	 order	 to	 have	 its	 list	 approved,	 the	
subcontractor	must	attach:

• A	copy	of	 the	mining	title	of	 the	holder	of	
the	mining	operation	for	which	it	is	working;	

• An	 attestation,	 initialled	 and	 signed	 by	 an	
official	 of	 the	 company	 employing	 him,	
which	 holds	 the	mining	 title,	 and	 is	 legally	
authorized	 to	 commit	 the	 company,	which	
shall	 certify	 that	 the	 mining	 list	 submitted	
by	 the	 direct	 sub-contractor	 fulfils	 all	
conditions	 stipulated	 in	 the	 present	 Code	
for	entitlement	to	the	customs	exemptions	
provided	 in	Articles	 171-I	 and	 174	 of	 the	
present	 Code,	 or	 to	 the	 reduced	 customs	
duties	provided	in	Articles	179	and	180.	

The	company	holding	the	mining	operation	title	
and	 which	 employs	 the	 direct	 sub-contractor	
shall	be	jointly	and	severally	liable,	together	with	
the	sub-contractor	for	the	payment	of	all	duties	
and	taxes,	and	any	penalties	relating	thereto,	for	
which	the	sub-contractor	is	liable.

Chapter XI: Operation ringfencing
Article 181-IV: Deconsolidation regimes

Pursuant	 to	 the	 provisions	 of	 Article	 168	 of	
the	present	Code,	holders	of	a	mining	title	may	
combine,	 at	 any	 one	 time	 and	 for	 the	 same	
title,	the	benefit	of	tax	advantages	applicable	to	
different	phases	of	activity.

However,	a	legal	entity	that	holds	several	mining	
titles	may	obtain,	pursuant	to	the	provisions	of	
the	present	Code,	 tax	 concessions	 for	each	of	
these	mining	titles.	These	tax	concessions	may	
relate	to	different	phases	of	activity	for	each	of	
these	mining	titles.

For	 the	 purpose	 of	 the	 present	 Code,	 as	well	
as	the	application	of	common	law	provisions	of	
the	General	Tax	Code,	this	 legal	entity	shall	be	
deemed	 to	have	a	 separate	personality	 for	 tax	
purposes	for	each	of	these	mining	titles.	If	this	
legal	entity	is	also	carrying	out	an	activity	other	
than	that	for	which	the	mining	title	is	required,	
pursuant	 to	 the	provisions	of	 this	Code,	 it	will	
also	be	deemed	to	have	a	separate	personality	
for	 the	 purpose	 of	 this	 activity.	 Each	 activity	
relating	 to	a	mining	title	or	 to	 another	 activity	
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must	be	identified	by	a	separate	tax	number	and	
must	have	separate	accounting	records.

It	 follows	 that	 there	 can	 be	 no	 reconciliation	
effected	between	charges,	duties	and	 taxes	of	
the	 same	 nature	 between	 activities	 identified	
by	a	separate	identification	number	and	that,	in	
particular,	the	charges	incurred	under	one	mining	
title	cannot	be	deducted	from	the	taxable	profit	
of	another	mining	title.

In	addition,	any	supply	of	goods	or	provision	of	
service	 between	 two	 activities	 identified	 by	 a	
separate	 tax	 identification	number,	but	 for	 the	
same	 legal	 entity,	 must	 be	 backed	 by	 a	 pro-
forma	 invoice,	 an	 assessment	of	market	prices	
to	determine	a	taxable	product	for	the	activity	
identified	by	the	seller	or	provider	identification	
number,	and	a	deductible	charge	for	the	activity	
identified	 by	 the	 identification	 number	 of	 the	
buyer	 of	 goods	 or	 services.	 However,	 these	
supplies	and	provisions	are	not	considered	to	be	
operations	for	the	purposes	of	VAT.

Market	price	means	a	normal	 sale	price	at	 the	
same	 stage	 of	 marketing	 and	 on	 comparable	
terms	and	on	an	arm’s	length	basis.

When	the	evaluation	of	the	provisions	or	supplies	
between	two	activities	identified	by	a	separate	
identification	number	is	not	deemed	satisfactory	
by	the	tax	administration,	the	tax	administration	
may	systematically	assess	the	said	provisions	or	
supplies,	with	the	taxpayer	to	demonstrate	that	
its	 initial	evaluation	corresponds	to	the	market	
price. 

All	 other	 provisions	 of	 the	 Mining	 Code	 and	
the	General	Tax	Code	apply	with	full	force	and	
effect.

Chapter XII: Stabilization of fiscal and 
customs regimes
Article 182: Application of stabilization regime 
for mineral substances

The	stabilization	of	the	fiscal	and	customs	regime	
is	guaranteed	to	holders	of	a	mining	operation	
title	who	have	signed	a	mining	agreement.

The	maximum	duration	of	a	period	of	stabilization	
of	 the	 fiscal	 and	 customs	 regime	 shall	 be	 15	
years.	This	period	of	stabilization	shall	run	from	
the	date	on	which	the	mining	operation	title	is	
granted.

During	 this	 period	 of	 stabilization,	 the	 rates	
of	 levies,	 duties	 and	 taxes	 shall	 neither	 be	

increased	nor	reduced.	These	rates	shall	remain	
as	 they	were	on	 the	date	 the	mining	title	was	
granted.	 In	addition,	no	new	tax	or	 levy	of	any	
kind	whatsoever	 is	 applicable	 to	 the	 holder	 of	
the	mining	title	during	this	period.

Specifically	referred	to,	on	a	limited	basis,	in	the	
stabilization	clause	are	the	rates:

• Of	the	commercial	and	industrial	profit	and	
corporate tax 

• Of	 the	contributions	 to	 local	development,	
set	out	in	Article	130	of	the	present	Code;	

• Of	 the	 flat	 rate	 entry	 fee	 defined	 in	 the	
present	Code.

• Also	 specifically	 referred	 to,	 on	 a	 limited	
basis,	 by	 the	 stabilization	 clause,	 are	 the	
base	rates,	subject	to	the	provisions	relating	
to	the	changes	in	indices:

• Of	 tax	 on	 the	 extraction	 of	 mineral	
substances	 other	 than	 the	 precious	metals	
indicated	in	Article	161	of	this	Code;	

• Of	 tax	 on	 industrial	 or	 semi-industrial	
production	 of	 Precious	 Metals	 set	 out	 in	
Article	161-I	of	this	Code;	

• Of	export	 tax	on	mineral	 substances	other	
than	on	the	precious	substances	set	out	 in	
Article	163	of	this	Code.	

• Of	 export	 tax	 on	 precious	 stones	 and	
gemstones,	 set	 out	 in	Article	 163-I	 of	 this	
Code.

Specifically,	expressly	excluded	from	stabilization	
are	the	rates	for	fixed	fees,	annual	royalties	and	
surface	royalties	indicated	in	Articles	159-I	and	
160	of	 this	Code	 as	well	 as	 excise	 duties	 and	
environmental	taxes.

With	the	exception	of	the	tax	on	extraction	or	
production	 and	 export	 tax,	 stabilization	 does	
not	cover	the	bases	for	contributions,	fees	and	
taxes.

Any	change	in	the	tax	base,	however,	during	the	
period	of	stabilization,	which	does	not	apply	to	all	
taxpayers	subject	to	the	same	contribution,	fee	
or	tax,	but	which	shall	affect	holders	of	mining	
titles	exclusively,	will	be	deemed	discriminatory	
and	shall	not	be	binding	on	them.

Article	183:	Changes	in	the	classification	of	the	
operating	permit	for	quarry	substances.
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The	 mining	 operation	 permit	 for	 quarry	
substances	whose	operation	requires	significant	
investment	 in	 excess	 of	 an	 amount	 fixed	 by	
regulation,	and	for	which	the	share	of	production	
for	 export	 represents	 at	 least	 50	 per	 cent	 or	
for	 which	 annual	 extraction	 exceeds	 30,000	
m³,	 may	 apply	 to	 the	 competent	 agency	 that	
its	authorization	be	reclassified	as	an	 industrial	
and	semi-industrial	mining	operation	permit	and	
enjoy	all	the	fiscal	and	customs	benefits	 in	the	
phases	 of	 construction	 and	 operation	 shown	
in	Chapters	VIII	 to	XI	of	Title	V	of	 the	present	
Code.

Chapter XIII: Currency regulations
Article 184: Opening of foreign currency 
accounts

Holders	 of	 a	 mining	 title	 and	 their	 direct	
subcontractors	 shall	 be	 subject	 to	 exchange	
control	 regulations	 in	 force	 in	 the	 Republic	
of	 Guinea.	 They	 must	 repatriate	 their	 foreign	
exchange	earnings,	 from	 the	export	of	mineral	
substances,	into	accounts	with	the	Central	Bank	
of	the	Republic	of	Guinea	opened	in	the	books	
of	a	first-class	foreign	bank.

Appropriate	 banking	 arrangements	 shall	 be	
made	with	 the	 Central	 Bank	 in	 this	 regard,	 to	
cover	 expenditure	 in	 Guinean	 francs,	 open	
currency	accounts,	and	for	any	type	of	 foreign	
transaction,	 including	 payments	 to	 foreign	
suppliers	 of	 goods	 and	 services	 needed	 for	
carrying	out	mining	activities,	as	well	as	for	debt	
servicing.

Article 185: Transfer guarantees

Subject	 to	 the	 satisfaction	 of	 their	 obligations	
set	forth	in	Article	184	of	the	present	Code,	all	
holders	of	mining	titles	shall	be	guaranteed	free	
repatriation	 abroad,	 of	 dividends	 and	 income	
from	invested	capital,	as	well	as	the	proceeds	of	
liquidation	or	sale	of	their	assets.

However,	 profits	 distributed	 by	 a	 Guinean	
company	 to	 non-residents	 shall	 be	 subject	 to	
withholding	and	at	 the	rate	set	 forth	 in	Article	
189	 of	 the	 General	 Tax	 Code,	 subject	 to	 the	
preferential	 rates	 for	 income	 derived	 from	
investments	 for	 the	mining	 sector,	 set	 forth	 in	
Article	176	of	 this	Code,	or	 tax	 treaties	which	
offer	 a	 more	 favorable	 rate.	 This	 withholding	
shall	 be	 liquidated	 by	 the	 Guinean	 company	
making	the	distribution.

Foreign	 workers	 residing	 in	 the	 Republic	 of	

Guinea	 and	 employed	 by	 holders	 of	 a	 mining	
title	 or	 authorization,	 shall	 be	 guaranteed	 the	
free	conversion	and	repatriation	to	their	home	
country	of	 all	 or	part	of	 their	 salaries	or	other	
forms	of	remuneration	due	to	them,	subject	to	
their	 income	and	other	taxes	having	been	paid	
in	accordance	with	the	provisions	of	the	present	
Code	and	the	General	Tax	Code.

Article	186:	Declaration	of	import	and	export	of	
precious	materials

Gold	import	and	export	shall	be	subject	to	prior	
notification	to	the	Central	Bank.	The	import	and	
export	of	precious	stones	and	other	gemstones	
shall	be	subject	to	prior	notification	to	the	BNE.

These	 import	 and	 export	 operations	 must,	 in	
all	 events,	 be	 carried	out	 in	 the	presence	of	 a	
representative	 of	 the	 General	 Directorate	 of	
Customs.

Chapter XIV: Other accounting and economic 
provisions
Article 187: National accounting plan and audit

The	holder	of	a	mining	title	or	an	authorization	
for	industrial	or	semi-industrial	mining	operation	
for	quarry	substances	must	keep	an	accounting	
system	in	the	Republic	of	Guinea	in	compliance	
with	SYSCOHADA,	have	 its	balance	sheet	and	
operating	accounts	certified	each	fiscal	year	by	
an	 auditor	 licensed	 in	Guinea,	 and	 forward	 its	
financial	 statements	 to	 the	 Minister	 of	 Mines	
and	 the	Minister	 of	 Finance,	 no	 later	 than	 30	
April	of	the	year	following	each	financial	year.

In	 applying	 the	 provisions	 of	 the	 Customs	
Code,	General	Tax	Code	and	Handbook	of	Tax	
Procedures,	or	any	other	applicable	text,	it	must	
keep	for	the	duration	required	by	general	law,	all	
accounting	 records	 and	 supporting	documents	
in	 Guinea	 and	 provide	 access	 to	 them,	 on	
request,	for	the	purpose	of	verification	and	audit	
by	 authorized	 personnel	 of	 the	 State.	 It	 must	
facilitate	 the	auditing	and	control	work	carried	
out	by	the	State	authorized	personnel.

However,	the	obligations	set	forth	in	this	Article	
do	not	apply	to	artisanal	mining	operations.

Article	188:	Expenses	incurred	by	the	State

Should	the	State	carry	out	exploration	work	on	a	
given	mining	title	before	awarding	the	title,	any	
expenses	 incurred,	 after	 audit	 and	 evaluation	
by	an	independent	auditor,	shall	be	reimbursed	
by	the	holder	of	 the	mining	title	permit	 to	 the	
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account	 of	 the	 Mining	 Investment	 Fund.	 The	
procedures	 for	 processing	 these	 expenses	will	
be	defined	when	the	mining	agreement	or	terms	
of	reference	are	drawn	up.

Expenses	 incurred	 by	 the	 State,	 however,	
on	 basic	 geological	 studies,	 basic	 geological	
mapping,	strategic	mining	exploration,	including	
all	 geological,	 geophysical,	 geochemical,	 and	
other	 methods,	 providing	 leads	 within	 the	
perimeter	of	the	exploration	permit,	prior	to	the	
issuance	of	such	permit,	shall	not	be	reimbursed.

Article 189: Amortization

A	holder	of	a	mining	title	may	opt	to	defer	the	
amortization	 of	 fixed	 assets	 purchased	 during	
the	exploration,	and	construction	phases,	to	the	

start	 of	 its	 operating	 phase.	 The	 amortization	
period	 adopted	 shall	 be	 the	 one	 defined	 in	
Article	101	of	the	General	Tax	Code.

Such	option	of	the	right	to	defer	the	amortization	
shall	be	subject	to	prior	approval	by	the	Director	
General	 of	 Taxes,	 to	 whom	 the	 following	
documents	must	be	provided:

• A	copy	of	 the	audit	 report	by	 the	certified	
accountant	 of	 the	 mining	 title	 holder,	
on	 purchases	 of	 fixed	 assets	 during	 the	
exploration,	and	construction	phases	

• A	 copy	 of	 the	 purchase	 invoices	 for	 fixed	
assets	for	which	amortization	is	requested.	
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Appendix 3

Suggested mineral resource rent tax (RRT) 
legislation for adaptation

(Generic wording adapted from Liberian 
Revenue Code)

a. Purpose.	This	Clause	applies	to	determine	
whether	a	project	is	sufficiently	high-yield	
to	be	subject	to	a	resource	rent	tax	RRT	
(surtax)	and,	if	so,	the	amount	of	tax.

b. Definition of high-yield.	 A	 project	 is	
considered	high-yield	and	thus	subject	to	
surtax	when	the	project’s	pre-tax	rate	of	
return	on	total	investment	is	greater	than	
(Treasury	Bond	rate	+	4-7?)	percent,	the	
threshold	 rate	 of	 return	 for	 application	
of	 this	 Clause.	 The	 Treasury	 Bond	 rate	
that	has	maturity	nearest	 to	10	years	at	
the	end	of	the	fiscal	year,	plus	400-700?	
basis	points.	 If	no	Treasury	Bond	Rate	 is	
available,	 then	 the	 applicable	 threshold	
rate	of	return	shall	be	20?,	percent	until	a	
Treasury	Bond	is	issued.

c. Method to calculate yield.	 A	 project’s	
accumulated negative net cash flow	 shall	
be	 determined	 by	 applying	 an	 annual	
accumulation	factor	of	1.	(above	threshold	
rate	over	100)	 to	negative net cash flow 
carried	forward	from	a	prior	tax	period.	At	
the	close	of	each	tax	period,	accumulated	
negative	 net	 cash	 flow	 carried	 forward	
from	 the	prior	period	 shall	 be	 increased	
by	 current	 negative	 net	 cash	 flow	 or	
offset	by	current	positive	net	cash	flow.	
A	project	is	not	high-yield	and	subject	to	
surtax	 unless	 it’s	 accumulated	 net	 cash	
flow	at	the	close	of	a	period	is	positive.

d. Surtax rate.	Positive	net	accumulated	cash	
flow	at	the	close	of	a	tax	period	is	taxable	
at	 a	 rate	 of	 (rate=50?)	 percent	 and	 the	
amount	of	this	liability	is	deductible	from	
gross	income	for	the	tax	period.

e. Re-set accumulation to zero.	 Following	 a	
tax	period	for	which	tax	is	due	under	this	
section,	a	project’s	accumulated	negative	
cash	flow	is	re-set	to	zero	and	the	method	
of	subsection	(d)	is	re-applied	using	zero	
as	 the	 starting	point	 for	 the	 succeeding	
tax period.

f. Steps to calculate yield.	 Beginning	 with	

the	first	tax	period	in	which	a	project	has	
begun	 construction,	 the	 following	 steps	
are	used	to	calculate	yield	in	accordance	
with	subsection	(d).

1. Cost.	 State	 the	 expenditures,	 as	
specified	 below,	 for	 the	 tax	 period.	
This	 is	 the	project’s	cost	 through	 the	
close	of	the	period.	Go	to	Step	2.

2. Revenues.	State	the	project’s	revenues,	
as	specified	below,	for	the	tax	period,	
including	 revenues,	 if	 any,	 from	 the	
exploration	period.	This	amount	is	the	
project’s	revenues through	the	close	of	
the	period.	Go	to	Step	3.

3. Test net cash flow. 

A. Determine net cash flow.	 Subtract	
from revenues	 the	amount	of	cost to 
arrive	at	net	cash	flow	(R	–	C	=	NCF).

B. Net cash flow zero or negative. If 
net	 cash	 flow	 is	 zero	 or	 negative,	
the	 project	 is	 not	 yet	 a	 high-yield	
project	and	the	surtax	does	not	apply.	
Multiply	 the	 negative	 net	 cash	 flow	
by	1.	(above	threshold	rate	over	100)	
to	arrive	at	the	project’s	accumulated 
negative net cash flow	to	be	carried	to	
the	next	tax	period.	Go	to	Step	4.

C. Net is positive.	 If	 net	 cash	 flow	 is	
positive,	 tax	 is	 determined	 under	
subsection	 (e),	 and	 this	 amount	 is	
deductible	 in	 determining	 taxable	
income	 (below).	 Accumulated	
negative	 net	 cash	 flow	 is	 re-set	 to	
zero	 in	 accordance	 with	 subsection	
(f).	Go	to	Step	4.

4. Reprise. Re-apply steps (1) through 
(3) for each succeeding tax period, 
beginning with the period after the one 
tested under Step 3—

A. Add costs incurred in the succeeding 
period to any accumulated negative 
net cash flow carried from the prior 
period (zero if re-set) as under Step 
1.Go to (B).

B. State revenues for the succeeding 
period as under Step 2. Go to 

C. Test net cash flow as under Step 3.
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Determination of expenditures for resource 
rent tax purposes

(a)	 Expenditures counted.	 For	 the	 purposes	 of	
determining	cost	under	Section	(f)(1),	a	project’s	
expenditures	 for	a	tax	period	 is	the	sum	of	the	
following	 amounts	 incurred	 during	 the	 period,	
and	does	not	include	the	amount	of	any	income	
tax paid:

1. Expenses	 deductible	 in	 computing	
taxable	 income,	 but	 not	 the	 allowance	 for	
depreciation	or	interest	and	finance	charges;

2.	 Capital	expenditures	to	acquire	or	construct	
a	 tangible	 or	 intangible	 asset	 for	 use	 in	
mining	operations;	

3.	 Exploration,	development,	and	capital	goods	
expenditures	 as	 defined	 in	 (the	 nation’s)	
Tax	 Law.	 For	 a	 project’s	 first	 tax	 period,	
include	 expenditures	 for	 prior	 exploration,	
development,	and	capital	goods	attributable	
to	the	project	under	(the	nation’s)	Tax	Law.

(b)	 Transfer of interest.	 Consideration	 paid	 for	
transfer	of	an	interest	in	the	project	is	disregarded	
in	determining	the	project’s	total	expenditures.

(c)	Only production expenditures. If an amount 
referred	 to	 in	 subsection	 (a)	 is	 attributable	 to	
commercial	 production	 and	 some	 other	 non-
production	 activity	 of	 the	 project,	 only	 the	
amount	 attributable	 to	 commercial	 production	
is	 included	 in	 determining	 the	 project’s	 total	
expenditures.

Determination of Total Revenues for RRT 
Purposes 

(a)	Revenues Counted.	For	purposes	of	the	RRT	
clause,	a	project’s	total	revenues	for	a	tax	period	
is	the	sum	of	the	following	amounts:

1. The	 project’s	 gross	 income	 for	 income	
tax	 purposes	 for	 the	 tax	 period,	 including	
amounts	from	hiring	or	leasing-out	property	

or	the	granting	of	rights	to	use	property	(but	
not	including	interest	income);

2.	 The	project’s	consideration	received	for	the	
tax	 period	 for	 the	 disposal,	 destruction,	 or	
loss	 of	 any	 property	 (including	 materials,	
equipment,	 plant,	 facilities,	 and	 intellectual	
property	or	rights)	used	in	mining	operations	
if	the	expenditure	incurred	in	acquiring	the	
property	 was	 deducted	 in	 computing	 the	
project’s	net	cash	flow	for	any	tax	period;	

3.	 Any	amount	received	for	the	tax	period	for	
provision	 of	 information	 or	 data	 obtained	
from	any	survey,	appraisal,	or	study	relating	
to	 mining	 operations,	 if	 the	 expenditure	
incurred	 in	 undertaking	 the	 survey,	
appraisal,	or	study	was	previously	deducted	
in	computing	the	project’s	net	cash	flow	for	
any	tax	period;	

4. Any	 other	 amount	 received	 for	 the	 tax	
period	 that	 is	 a	 reimbursement,	 refund,	 or	
other	recoupment	of	an	amount	previously	
deducted	in	computing	the	net	cash	flow	of	
the	project	for	any	tax	period;	and

5. If	 property	 used	 in	 mining	 operations	 has	
been	destroyed	or	 lost,	 any	 compensation,	
indemnity,	or	damages	the	project	received	
in	respect	of	the	property	under	an	insurance	
policy,	 indemnity	 agreement,	 settlement,	
condemnation	action,	or	judicial	decision.	

(b)	 Transfer of interest.	 Consideration	 received	
for	 transfer	of	an	 interest	 in	 the	project	 is	not	
included	in	a	project’s	total	revenues.

(c)	 Only production revenues. If an amount 
referred	 to	 in	 subsection	 (a)	 is	 attributable	 to	
commercial	 production	 and	 some	 other	 non-
production	 activity	 of	 the	 project,	 only	 the	
amount	 attributable	 to	 commercial	 production	
is	 included	 in	 determining	 the	 project’s	 total	
revenues.
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