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Introduction (1)

• Africa is rich in minerals and energy resources, yet financial sustainability remains a challenge due to 
Illicit Financial Flows (IFFs), a major issue in the continent's mining industry.

• IFFs in Africa’s mining sector include tax evasion, mispricing of minerals, smuggling, and corruption. 
These activities drain government revenues, hinder economic development, and perpetuate poverty.

• The African Mining Vision offers a strong framework to fight IFFs, but implementation remains a 
challenge due to weak enforcement, corruption amongst others. 

• Addressing IFFs requires stronger law enforcement, Improved tax transparency, harmonized geological 
data and Technology-driven tracking of mining revenues.

• AMREC-PARC provides an effective mapping and reporting of Africa’s mineral and energy resources to 
improve investment, governance, revenue mobilization and sustainable economic growth.



Introduction (2)
Second 10-Year Implementation Plan of Agenda 2063 (2024-2033).

Key Enablers

Coordination

Financing

Monitoring

Evaluation

Accountability

Transparency

Capacity Building

Seven moonshots
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Fourth Strategic Plan of Activity of the GMIS
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IFFs in the African Mining Sector (1)

Causes

• Lack of harmonized geological data and
technological constraints.

• Weak regulatory frameworks and policy
inconsistencies.

• Lack of local capacity in tax administrations
and inter-agency coordination.

Impact

• Illicit Financial Flows: Financial 
loss from tax avoidance schemes and 
smuggling.

• Mining and Extractive Industries: Losses of
about $40 billion annually due to IFFs
(UNECA 2020).

• Oil and Gas: Losses of about $12.9 billion
annually (GFI 2021).
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IFFs in the African Mining Sector

Fiscal Loss

Average of $600 
million per year in 

lost mining 
corporate tax 

revenue.

Tax Competition

- Tax Rate Differentials 

- Project-by-project 
agreements 

Related Party Transactions

- Abusive transfer pricing

- Related Party Loans

Investment hubs

About 45 percent of FDI 
inflows to SSA mining 

come via investment hubs 

Treaty Shopping

Withholding tax 
reductions due to tax 
treaty with conduit 

countries

Mispricing Risks

Minerals Under-Pricing 
and Over-Remuneration 

of Marketing Hubs

International Profit Shifting in the African Mining Sector

Source: IMF, 2021 



Statutory CIT Rates on Mining and Implicit Tax Rates (EITI Countries) 2014 -2016

IFFs in the African Mining Sector
International Profit Shifting in the African Mining Sector

Pressures of Tax Competition



IFFs in the African Mining Sector
International Profit Shifting in the African Mining Sector

Note:  This table shows the lowest withholding tax rate afforded by each country in the region to   
            at least one of its treaty partners 

Withholding Taxes in SSA – Reductions Relative to Domestic Law 

Key:
• Peach/ Light Orange-shaded = reduced 

tax rate relative to that country’s 
legislated withholding tax rate.

• Light pink - shaded rates = the country 
has afforded a zero-tax rate to a treaty 
partner. 

• White-shaded rates = treaty rates are 
equal to the legislated rate.

Tax Treaty Shopping

Once withholding tax rates are reduced 
in one treaty, it creates pressures in 
subsequent negotiations for other 
countries to be afforded the same 
treatment, and for MNEs to use that 
revised treaty to divert profits to a 
location where they will not be taxed.
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International Profit Shifting in the African Mining Sector

Source: IMF, 2021 

Tax Treaty Shopping

Foreign Direct Investment Sources and Tax Treaty CoverageForeign Direct Investment Sources and Tax Treaty CoverageForeign Direct Investment Sources and Tax Treaty Coverage



IFFs in the African Mining Sector
International Profit Shifting in the African Mining Sector

Source: IMF, 2021 

Related Party Loans

Authorities in Mali had imposed a 
limitation on the interest rate 
that could be used to calculate 
allowable interest deductions—
effectively closing off the 
arrangement outlined in panel 1.

However, with no associated 
limitations on the size of the 
intra-group loans, the MNE 
restructured its financing to 
reduce the interest rate, but 
increase the quantity borrowed, 
maintaining the amount of tax 
deduction (Panel 2).
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International Profit Shifting in the African Mining Sector

Source: IMF, 2021 

Profit Shifting using mineral prices
• In Africa, there is a lack of open market 

transactions for many mineral products. 
Firms need not process the minerals into 
grades that would be widely traded in 
transparent markets, making it more 
difficult to price.

• In Liberia, a mining MNE sold all 
production via a related party in a low tax 
country. In its sales contract, the company 
made quality adjustments (as is standard 
practice) but then also applied additional 
discounts on the price for marketing and 
other costs that were not explained or 
justified. 

• These adjustments and fees reduced the 
value of shipments by more than 10 
percent, transferring about $500 million in 
profits offshore over several years.

Mineral Underpricing



IFFs in the African Mining Sector
International Profit Shifting in the African Mining Sector

Source: IMF, 2021 

Unintended Effects of Tax Incentives

In Mozambique, one MNE was able to 
adopt simple internal company 
transactions to shift profits from its 
mining business (which paid tax) to 
another entity in the same country that 
was tax-exempt, operating in an export 
processing zone (EPZ). 

Using a loan arrangement, the two 
companies were able to generate tax 
deductions for the mining company and 
interest income for the zero-taxed EPZ 
entity. The tax cost of the arrangement 
was estimated at EUR 20 million per 
year.



IFFs in the African Mining Sector
International Profit Shifting in the African Mining Sector

Source: IMF, 2021 

Unintended Effects of Tax Incentives

• In Guinea, CIT holidays were afforded 
to mining investments but not tied to a 
particular project or project license. 

• This meant companies could 
restructure their affairs as the holiday 
was set to expire, transferring the 
mining license to another local entity 
with the same owners, restarting the 
tax holiday for another 5 years. 

• In effect, projects could be shielded 
from CIT indefinitely.



IFFs in the African Mining Sector

Mining Contribution to Africa’s Economy
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What is AMREC-PARC?

AMREC

• AMREC is the African Mineral and 
Energy Resources Classification and 
Management System.

• A principles-based classification system 
which uses numerical codes to classify 
the products of a resource project on the 
basis of the three fundamental criteria:

• Environmental-socio-economic viability (E)

• Technical feasibility (F)

• Degree of confidence in the estimate (G) 

AMREC-PARC and IFFs (1)

PARC
PARC is the Pan African Resource Reporting 
Code that provides the rules and guidelines 

for public disclosure.

PARC is the AMREC based code for public 

reporting for resources under relevant 

financial and security regulations in Africa. 



• Public Beneficial Ownership 
Registers: Companies disclose their 
ultimate owners, preventing shell 
company abuse.

Transparency and standardization 

• Country-by-Country Reporting:  MNE 
report profits, revenues, and taxes paid in 
each country.

• Transfer Pricing Rules: Prevents 
artificial profit shifting to low-tax 
jurisdictions.

• Limiting Interest Deductions: 
Restrictions on excessive interest 
payments to related entities.

Implementation of OECD BEPS Action 
Plan

• Automatic Exchange of Information with 
mining jurisdictions to detect hidden 
revenues.

• Double Tax Treaties (DTTs) Revision to 
prevent companies from exploiting 
loopholes.

• African Tax Administration Forum (ATAF): 
collaboration on Cross border tax issues. 

Bilateral & Multilateral 
Agreements

• Harmonized Geological and 
Mineral Information System 
(GMIS) for a Digital & AI-Based 
resource inventory and Tax 
Audits.

Digital and AI technologies

AMREC-
PARC

AMREC-PARC and IFFs (2)



AMREC-PARC and IFFs (2)

•The Government 
notifies companies 
on the scope, 
timeframe, and 
required 
documentation for 
tax audit.

Notification

•Tax returns and 
financial statements

•Royalty payments and 
agreements.

•Mining permits and 
contracts.

•Export and production 
reports.

Document 
Collection

• Compare 
physical assets 
and operations 
against reported 
data.

Field Inspection

•Cross-referencing the 
data provided by the 
mining company with 
the actual output 
reported by geological 
surveys or customs.

Analysis & 
Compliance Check •Report may result 

in 
recommendations, 
penalties, or 
further 
investigations if 
discrepancies are 
found.

Audit Report

Tax Audit Process
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Opportunities

Economic disparity in a simple market value comparison:
Raw bauxite = $65 per ton, 
Aluminum = $2,335 per ton as of end 2023.

The Need for 
Value Addition



Opportunities

• Cobalt: The DR Congo has over 70% of global output and 
about 50% of the world’s proven reserves (Figure 2). 

• Manganese: South Africa, Gabon, and Ghana, collectively 
accounting for over 60 percent of global production. 

• Lithium: Zimbabwe, alongside the DR Congo and Mali, 
holds substantial yet-to-be-explored lithium deposits.

Copper, Nickel, Cobalt, and Lithium
• Global revenue = $16 trillion over the next 25 

years.

• Africa: over 10% of  $16 trillion = nearly $2 
trillion



Recommendations

• Harmonize fiscal regimes and other policies and laws that promote transparency in the 
Extractive sector in Africa. E.g; Contract disclosures and beneficial ownership disclosure.

• Mineral audit capacities should always match consistent and evolving illicit financial 
flows strategies.

• Promote collaboration with the AMDC in the negotiation of mineral concessions and 
double taxation agreements.

• Promote cross sector collaboration to strengthened linkages between the mining industry 
and other sectors of the economy.

• Governments must continue to carry out period assessment on the level of 
implementation of the AMV and take corrective actions.



Conclusion

• Resource classification and reporting is crucial for financial sustainability in Africa so 
AMREC-PARC as a harmonized framework will improve investment and governance 
for long-term financial prosperity.

• Leveraging technology can enhance a centralized database on mining transactions 
across African countries ensuring classification accuracy and the tracking of mining 
revenues for financial sustainability.

• Financial Sustainability in the mining sector in Africa requires political will, as well as 
real investments in capacity building, data gathering, and information exchange.
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