
 

 

 
 
8 June 2015 
 
Mr John Borshoff 
Managing Director  
Paladin Energy Ltd 
Level 4, 502 Hay Street, (Po Box 201) 
Subiaco Western Australia 6008 
 
By Email : john.borshoff@paladinenergy.com.au  
 
 
 
Dear Mr Borshoff 
 
I am writing to you from ActionAid International, an international development NGO 
working worldwide to end poverty.  Amongst our activities has been work over several years 
to seek increased accountability and transparency with regard to tax payments made by 
multinational companies in developing countries, with a view to increasing the revenues 
available in those countries to combat poverty. 
 
As part of this work we have been looking at the tax payments of companies operating in 
the mining industry in Africa, including Paladin Africa Ltd. Our research into Paladin’s tax 
payments in Malawi has, amongst other things, included forensic accounting and 
engagement with the Malawi authorities. 
 
We intend to publish some of the findings of our research later on in June this year. We 
have summarised the main findings of our research below and would appreciate your 
response to these findings.  
 
We have done our best to reach fair conclusions based on the evidence available to us. This 
has included studying the Development Agreement between the Malawi government and 
Paladin (Africa) Ltd on the Kayelekera uranium projects, as well as the financial accounts of 
Paladin Energy Ltd and its subsidiaries where such have been available.  
 
Our findings include calculations regarding how much the lowered royalty rates are likely to 
have cost Malawi in lost revenue, compared to a situation where the standard royalty rates 
had been applied. This means that for the first three years of operation, we have compared 
how much revenue the 1.5% royalty rate stipulated in the Development Agreement would 
have generated compared to the standard 5%.  
 
For the following two years, we have compared how much revenue a 3% royalty rate (which 
is the agreed rate in years four to six in the Development Agreement) had generated 
compared to what a 5% rate had generated.  
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Separately, we have looked at how Paladin’s tax arrangements have lowered its withholding 
tax contributions in Malawi. Based on the 2009 to 2014 financial accounts of Paladin 
Netherlands BV, a company which according to its own accounts does not have any 
employees, we have calculated how much the company received in management fee and 
interest payments from Paladin Africa Ltd. An almost identical set of payments were then 
made from Paladin Netherlands BV to Paladin Energy Ltd in Australia.  
 
Had these payments been made directly from Malawi to Australia they would have been 
subject to withholding tax in Malawi at a rate of 15%. By routing these payments via the 
Netherlands, Paladin did not need to pay withholding tax as this was exempted in the tax 
treaty between Malawi and the Netherlands which was in force between 2009 and 2014.     
 
We would like to be clear that we are not accusing Paladin of tax evasion or any other illegal 
activity. We are very clear in our research findings that the actions taken by Paladin are 
completely legal, but we do also consider that they amount to aggressive tax planning and 
invite you to set out any business justification for routing payments from Malawi to 
Australia via the Netherlands. 
 
We would like to give Paladin a right of reply to these findings. If you would like us to 
publish your reply together with the report, please do respond to us within 5 working days 
after receiving this letter from us.  
 
We look forward to hearing from you, and please do not hesitate to contact us should you 
require any further information from us at this stage.  
 
Yours sincerely 

                                                                
 

Archie Law     Nuria Molina  
Executive Director    Director of Policy, Advocacy and Campaigns 
ActionAid Australia    ActionAid UK  
 
 
c.c Mr Rick Crabb, Chairman (rick.crabb@paladinenergy.com.au) 
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