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Key Messages:

1. Pre-COVID: tax incentives are less relevant to attracting mining investment.
2. During COVID: mining not uniformly affected — any incentives must be targeted.

3. Post-COVID: re-think mining fiscal policy to re-build developing country finances.



Pre-COVID
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Tax incentives are ineffective

* Mineral resources are location-specific and cannot be moved.
« Quality of the resource, access, and prices are primary drivers of mining investment.

« Consequently, mining investment is less mobile and responsive to tax incentives.
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Yet, they are prevalent

Figure 1. Mining tax incentives by region (IGF mining tax incentives database)
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Mining not uniformly affected

LME ALUMINIUM HISTORICAL PRICE GRAPH
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Limited instances of specific relief

South Australia halts fees for mineral exploration UPDATE 1-Zambia to suspend import duty
"‘:eﬂ"cef o e on mineral concentrates, export duty on
precious metals

CAudids quates, more detazls)

LU EARA, Marcl 27 (Reaters) - Zaolas vill suapeod smpeet duly oo mieral
cancentrates ad sxport duty oz preciows metals 25 part of measures to support the
ecanonny amid the global coranavirns pandermis, Finanee Minister Baabm Xg'ando said

anin Fricay.

roftan the hiow of tha Incusing s Comnavines
LRI o Ritines Latost News
Thee T bl will watnendd the due date for licenses

untl the 31 Oecembar 2020

Kulsnazoo o uncover exploration polential of
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» Any tax relief should be targeted.
* Know your industry / commodity
* Phase of production
« Size of workforce

« Conditions should be set — quid pro quo

« Government equity participation / loan b,y Rt
* Retain workers

COvID-19
RESPONSE
SERIES

138905 £OVID-19 Response Series Material

ﬂlpl lrmlll

A 7/, FISCAL AFFAIRS
- Abandon tax avoidance arrangements

o P re_payme nt Of royaltles and taxes? Ssiixal Series on Fiscal Policies to Respond to COVID-19

!\pod iced by the Fiscal Affairs Department to help members address the COVID e g

e those of IMF staff and do not n« cessar]) epresent the of the IMF, its Exe

Natural Resource Fiscal Regimes: Tax
Policy Response'’
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CAPEX down, but will resume

 Down by 19 percent in 2020.
« Containment + uncertainty + finance.
* New investment will be critical post-COVID.

« Some companies requesting tax cuts.

Original
Hompanyis capex ($m)
Anglo American (carats m) 5250
Anglo American (pallagium)
Anglo American (platinum moz)
Vat [PGMs maz) 385
1500
First Quantum Minerals (copper kt| 850
First Quantum Minerals (gold koz)
Freeport-McMoRan {copper mit| 2800
Glencore (copper mt) 5500
indin Mining (copper k1) 620
Newmont Gob ) 1525
Norilsk Nickel 2650
Norsk 952
Rio Tinto {copper kt) 7,000
70
000
Vale (nickel ktl
Total capex cuts ($m) 34,303

Total copper production cuts (mt)

Revised
capex ($m)

4250

330

1300

2,000

1225

2

-212%

-21.4%

772
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Avold Incentives

« Comparatively unscathed, or better off.

* |nvestors will return as markets stabilise and finance becomes available.

GOLD: Apollo Gold to acquire First Majestic Mining holding MIND.ID to acquire
properties Vale Indonesia for $392m
Ihe Jakarta Post

i} i Canada: Zijin Mining To Acquire Guyana Goldfields In All-cash

omery Offer For $323 Million

16 June 2020

y_ ol
China’s Shandong buys Canadian gold miner TMAC
Resources for US$149-million

- W |




Post-COVID
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Global impetus for mining tax reform

Some countries considering mining tax increases (e.g. Ghana).

General trend towards higher mining taxes.

Mining has been relatively resilient.

Falling oil revenues place further pressure on mining revenues.
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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?

- Automation
- Demand for energy minerals
- Environmental policies
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