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Impact on mining (…then)



Supply chain disruptions 

Source: markets.businessinsider.com



Demand (and prices) for some commodities fall



Increased demand for gold

Source: www.kitco.com



Impact on mining (…now)

Some commodities performed well, others on the re-bound.
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3. Government tax and fiscal responses

Three lessons learned so far:

• The mining sector has not needed targeted relief.

• CAPEX is (temporarily) down, but M&A picking up.

• Impetus for mining tax reform (more on this later).



Mining has not needed targeted relief

• Very few instances mining 

specific tax relief.

• Tax relief measures that 

benefited mining were 

economy wide.

• Mining has fared well, or at 

least was not uniformly 

affected.



CAPEX is (temporarily) down by 19%

Source: mining.com



But, investment likely to resume soon…

• Caused by containment > uncertainty + finance.

• New investment will be critical post-COVID.

• Some companies requesting tax cuts.

• Avoid incentives to encourage mining investment:

• Mining comparatively unscathed, or better off.

• Investors will return as markets stabilise and 

finance becomes available. 



…and already has for some commodities.



Capital gains tax implications

• M&A structured to minimise tax burden

• May involve indirect sales – hard to tax

• Countries may lack legal right to tax indirect transfers

• Countries may not know when the transfer occurs

• Tax treaty impacts

• Tax authorities may lack information and expertise to verify 

the value of exploration and mining licenses for CGT

• Reverse Takeovers (RTO), farm-ins

• Due diligence issues – foreign investment screening
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4. Assessing the Need for Tax Relief

• Tax and fiscal policy response 

can cushion the impact  and 

support economic recovery.

• Multilateral collaboration will be 

vital for recovery, particularly 

for developing countries.

• Consideration of major policy 

reforms that will be needed to 

prepare for restoration of public 

finances.



Policy objectives – (1) immediate measures

• Preserve productive capacity.

• Maintain business cashflow.

• Retain workers.

• Protect health of workers and 

affected communities.

Defer payroll 

taxes

VAT relief: 
speed up 

refunds or 

exempt

Deduction / 

tax credit for 

health exp.



Policy objectives – (2) during health 

containment

• Fine-tune, potentially  expand  

policies  already  implemented.

• Costs  of  policy  action  may  be  

high,  but  the costs  of  inaction  

are  likely  to  be  greater.

• Avoid increasing non-

compliance risks.

• Must be quid pro quo (e.g. 

government equity).

Reduce / defer 

mineral royalties

LAST RESORT: Waive 

payments in 2020



Policy objectives – (3) long term

• Where the recovery is anaemic, 

there may be a case for 

maintaining expansionary fiscal 

policy for a sustained period to 

stimulate business investment.

• Avoid support mode where no 

longer needed.

• Connect fiscal response to longer 

term policy objectives, including 

de-carbonisation and other 

positive spillovers.

Import duty relief

Maintaining local mining 

employment and 

stimulating investment



“Do-Not-Do” Tax Policy Measures 

Refrain from income tax holidays, and cutting 

corporate income tax

• No profits = no tax = unnecessary tax relief

Refrain from dividends/ capital gain tax relief

Refrain from withholding tax relief

• Easy to collect

• Critical given resource constraints

Keep environmental taxes



Screening criteria 

• Sector-wide or company-specific? Importance of 

tax neutrality and maintaining a level playing field

• Commodity type? Know your industry

• Phase of production

• Size of workforce – risk of lay-offs

• Locally incorporated and license company

• Subcontractors / services companies?



Conditions for Tax Relief

• Retain all workers, or agreed %, at regular salaries

• Withhold bonuses, salary increases for Execs

• Cancel dividends to shareholders other than govt.

• Abandon artificial tax avoidance arrangements

• Adopt transparent, fair transfer pricing practices

• Adopt transparent benchmarking for mineral sales

• Introduce excess profits tax

• Consider state aid as right to additional equity



Implementation and Design

• Measures should be clearly defined

• Use secondary instruments, administrative actions

• Clear, transparent eligibility criteria and procedures

• Penalties for abuses by companies

• Redirect resources to implement, monitor tax relief

• Measures should be temporary over the crisis period

• Sunset clauses

• Opportunities for review



More resource-specific guidance available
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COVID-19 revenue impacts

• Slow-down in economic activity will reduce or defer CIT.

• Future tax revenues also affected by carry-forward losses.

• A reduction in consumption combined with a shift towards 

the consumption of necessity goods.

• (Some) resource prices have fallen in the short term which 

will reduce revenues from excises, royalties and CIT.



Lessons from history

Although the current crisis is different from the 2007-2008 GFC, it does 

provide a recent case study on tax revenues:



Impact on budget balances and public debts 

• The crisis will likely have a substantial impact on countries’ 

budget balances and public debt levels.

• The consequences of rising budget deficits could be 

severe given high debt levels.

• The combination of sharply rising spending needs and 

reduced revenues suggests a need for innovative 

approaches for tax policy reform.



Impact on resource rich developing countries

• Many rely more heavily on revenues from taxes on trade 

and international transactions.

• They have a high share of revenues from commodities 

and natural resources, and are more exposed to 

fluctuations in global demand and prices.

• They are more reliant than developed countries on CIT 

and on consumption taxes, which are both likely to face 

substantial falls and a slower recovery than other taxes. 



Global impetus for mining tax reform

• Some countries considering mining tax increases

• Ghana, sliding scale royalty for gold

• Mining companies could pre-pay taxes, royalties

• General trend towards higher mining taxes.

• Mining has been relatively resilient. 

• Falling oil revenues place further pressure on mining revenues.



Enter…The Future of Resource Taxation

3-year project by IGF and ATAF, supported by CIAT

Asking two fundamental questions:

Are governments able to maximise revenues from mining 

under the dominant fiscal regime (royalties and taxes)?

How are changes in the industry likely to impact taxation, 

and what are the implications for future fiscal regimes? 



The Future of Resource Taxation

Tax incentives (if used at all…)

• Must be beneficial to both the taxpayer and government 

[Cost-Benefit Analysis and financial modelling is required];

• Accelerated depreciations may need to be redesigned

• Exclusion of some items of expenditure

Transparency in pricing of mineral resources

• Companies to disclose third party sales contracts;

• Use of commodity pricing (Quoted Prices) approach in 

respect of related party transactions;



The Future of Resource Taxation

Enhanced laws to address indirect transfer of mining rights

• Address the existing gaps where in some countries indirect

transfer of mining rights/licences are not taxable

• Tax transparency and exchange of information capacity

will be critical in establishing the details of the transfers.

Treaty Reform

• Broader provisions in Article 5 to target exploration

• Technical and Management fees (Article 12) will continue

to be relevant to source countries. Revisions may be

required to address the automation of services.



Summary

• Mining has not been uniformly affected by COVID-19.

• Sector-specific tax relief has been limited.

• Avoid tax incentives to attract mining investment.

• Any tax relief to the mining sector should be targeted.

• Be vigilant with respect to M&A activity.

• Now is the time to re-think mining fiscal regimes post-COVID.



Questions for Discussion

1. Have countries adopted specific fiscal policy responses 

for the mining sector due to COVID-19?

2. What opportunities does COVID-19 present for mining 

fiscal regime design going forward?

3. How are changes in the mining industry likely to impact 

taxation, and what are the implications for future fiscal 

regimes? (E.g. automation, demand for energy minerals, 

environmental policies, deep sea mining.)

4. How can the future mining fiscal regime be improved in 

its design and implementation?


