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Imports grab 30% cement market share
Local manufacturers cry foul
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here is a growing influx of
imported cement brands,
mainly the popular Dangote
cement, on the Malawi market
which is continuing to pose
stiff market competition to the local brands
in so doing threatening the future of
Malawi’s cement manufacturing industry.
Investigations by Mining & Trade Review
have revealed that Dangote Cement is
emerging as a dominant foreign brand on
the local market mainly in the major cities of
Blantyre, Lilongwe and Mzuzu, squeezing out
brands for local producers Lafarge Holcim
Malawi, Shayona Cement Corporation and
Cement Products Limited (CPL).
Statistics from local cement manufacturer
Lafarge Holcim Malawi indicate that the
imported cement has grabbed up to 30%
cement market share.
Malawian traders are mainly importing
Dangote Cement from Zambia where the
African giant manufacturer has a plant in
the City of Ndola.
Cement shop owners Mining and Trade
Review interviewed in Lilongwe said the
diminishing presence of locally produced
cement on the market is due to higher prices
of the local products as compared to imported
brands of similar quality and strength.
“In my shop, you would find that a local
cement brand of lesser strength is being sold
at MK6500 which is the same price for
Dangote cement with a grade 42.5R. So the
local buyers prefer Dangote other than the
local brands which entices us to order
more quantities of Dangote cement,” said a
cement distributor interviewed in Lilongwe
Old Town, who preferred anonymity.
Mining & Trade Review got similar
sentiments in random interviews with shop
owners in Blantyre where besides Dangote
there is an influx of other foreign cement
brands including Ultra-Semi, PPC, Shuwa
Cast and Sinoma, which ...cont. on page 3
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...from front page is manufactured by China Materials
Company Limited Group – a Chinese multinational with
branches in a number of African countries including
Tanzania and Zambia.
Our investigations in Blantyre also revealed that some
foreign cement brands are being smuggled in huge tonnage
into Malawi from Mozambique, mainly through the
Muloza boarder in Mulanje.
We also established that Dangote is a preferred choice
for some construction companies which are hired by
government to undertake large-scale construction projects
which manifests that the government is issuing licenses to
traders to import huge quantities of the foreign brand.
“We, contractors, opt for Dangote because of the
pricing aspect. Ordinarily, the difference in prices between
Dangote and local cement of the same strength needed not
to be that much,” said a Blantyre-based Construction
Entrepreneur Christopher Beula.
In Mzuzu and Mzimba, our investigations showed that
though local brands mainly for Shayona Cement are in
abundance in shops, Dangote is also emerging as a big
competitor.
The Mzuzu Hardware shops are selling Dangote
Cement 42.5R at K7,000 and Shayona’s brands Thanthwe
42.5R and Akshar 32.5N at K6,000.
“We are used to the popular brands such as Akshar here
though over the past few years Dangote seems to be
winning a market share,” said a consumer in Mzimba
Vincent Gondwe.
Shayona Cement Corporation Operations Manager
Prajeesh Padmanabhan commented on Mining & Trade
Review readers’ forum that locally produced cement brands
are encountering stiff competition from foreign brands
because the taxation regime in countries such as Zambia
from where most of the Dangote cement is imported is
more favourable to manufacturing and export business
while that of Malawi supports imports.
Padmanabhan said: “Zambia is already charging
surcharge and duties if you have to import cement but
Malawi does not charge any other tax a part from VAT
(Value added tax).”
“Countries such as Zambia are also giving long tax
holidays to manufacturers so any investor will be interested
to invest in Zambia and export to its neighbouring
countries where there are no any duties.”
“Already Zambia has an excess production capacity
while Malawi continues to saturate the market with imports
that are draining foreign exchange.”
Responding to comments by Mining & Trade Review
readers who raised the point that Malawi Government is
not protecting the local cement industry as a way of
abiding by the Common Market for Eastern and Southern
Africa (Comesa) and Southern Africa Development
Community (Sadc) free trade rules, Padmanabhan said it
is possible for Malawi to protect the local industry by
charging surcharge or through licensing as countries such as
Zambia are doing.
CPL Chairman Aslam Gaffar concurred with
Padmanabhan in bemoaning the current business scenario
for local cement manufacturers describing it as unhealthy.
Gaffar said: “There is a problem with Sadc and these
other regional treaties. Imports are tax free and yet locals in
same field are heavily taxed.”
“Malawi will remain forever a dumping ground if we
do not activate the Anti-Dumping and countervailing rules
provided in these treaties.”
“Zambia charges a 40% import excise duty, plus 5%
surcharge then 16% VAT for any cement imports, in Malawi
not even VAT because our country has got its own Guptas.”
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Padmanabhan: Neighbouring countries Gaffar: Problem is Sadc treaties allow

charge tax on importS Malawi doesn’t.

Ng’ombe: Govt must address issue of
free imports yet locals are heavily taxed uneven tax regimes with neighbours

Lafarge Holcim Malawi’s Head of Marketing and New
Solutions Chikondi Ng’ombe said it is imperative for the
government to ensure that there is a level playing field so
that cement imports do not get an upper hand over locally
produced products and also for Malawian exports to be
supported.
“The level of cement imports into Malawi has risen over
the recent years to account for close to 30% of Malawi's
cement market. While we appreciate the importance of
competition, an unfair playing field in favour of imports
will have the adverse effect of discouraging local
manufacturing investments with consequent negative
impact on employment and other manufacturing-linked
economic activities,” she said.
Ng’ombe explained that in order to ensure that there is
a level playing field on the market, the government needs
to deal with smuggling by traders who do not pay taxes
hence have undue advantage over local production, and
crack down on apparent dumping of product from foreign
players.
“As an example, cement brands coming into Malawi
from Zimbabwe are sold at prices that are below the selling
price in Harare. It would appear that such players are
simply aiming at extracting the already scarce forex from
Malawi into Zimbabwe,” she said.
Ng’ombe also said the government has to address

the issue of uneven tax regimes between Malawi and its
neighbours which is there in spite of belonging to the same
Sadc bloc.
She explained that imports of cement into Malawi are
not subject to any special tariffs but in spite of Sadc
membership, most of the neighbouring countries have
placed cement on their list of sensitive products and apply
special tariffs on the same to protect their local industry.
Ng’ombe said: “Malawi must look at the treatment by
the different countries and, at the minimum, apply the same
treatment to achieve a level ground. Failure to do this will
continue discouraging Malawian exports while giving
undue advantage to imports from those countries.”
She urged Malawian customers to keep up with Lafarge
cement as their product of choice despite the market
challenges saying the company places a heavy focus on
quality to ensure that it has repeat business from its
customers.
Ng’ombe said as a locally based cement manufacturer
Lafarge ensures that local (MBS) and international
accreditations (ISO 9001:2015) are maintained.
She said: “Importers cannot be subjected to the same
level of scrutiny and accountability as it is difficult for
customers to trace what they have bought back to the
manufacturer.”
“Having said this, it should be noted ...cont. on page 11
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EDITOR IAL
Regulate cement imports
to save local industry

S

everal years have gone since local manufacturers of
cement started complaining about harsh market
conditions in Malawi due to the influx of imported
BY MARCEL CHIMWALA, cement from neighbouring countries.
Executives of these companies have on several occasions
PUBLISHING EDITOR
engaged the Government to ask for its hand to create a level
playing field on the local cement market which is now flooded with low cost cement
produced in these neighbouring countries.
But it seems the complaints raised by these companies are landing on deaf ears
as government is allowing more importation of cement as we have reported in our
lead article.
The argument from government is that it gives licences to traders to import
cement in order to cater for the deficit on local supplies.
Spokesperson for the Ministry of Industry and Tourism Mayeso Msokera is
quoted in our lead article as saying government’s duty is to stabilize supply and prices
of cement so that they do not destroy the construction industry, which also employs
many people and is an integral part of Malawi’s infrastructure and industrial
development as it provides a growth impetus to other sectors of the economy through
backward and forward linkages.
Msokera, however, acknowledges the fact that some cement is being smuggled
into the country.
We choose to agree with the government on the need to have fair prices of
cement but our investigations on the cement market as reflected in our lead article
shows that either there is no enforcement of regulations or the industry is not
regulated at all.
The market is a free for all environment where by traders are bringing all sorts
of brands from different countries through the country’s porous boarders.
Agents of African giant cement manufacturer Dangote, which is known to have
the financial muscle to kill off competition by saturating markets with low cost
cement, also seem to have taken advantage of our free for all policy to flood the local
market with the popular Dangote brand.
We, therefore, join the local cement producers Lafarge Holcim Malawi, Shayoana
Cement Corporation and Cement Products Limited (CPL) in pleading with the
government to ensure that the market is regulated.
We agree with comments by Lafarge Holcim Malawi’s Head of Marketing and
New Solutions Chikondi Ng’ombe in our lead article that the government needs to
establish a level playing field so that cement imports do not get an upper hand over
locally produced products and also for Malawian exports to be supported.
It is unfortunate that due to the government free for all policy, the level of cement
imports into Malawi has risen over the recent years to account for close to 30% of
market share.
Just as Ng’ombe says, to reverse this trend, the government needs to deal with
smuggling by traders who do not pay taxes hence have undue advantage over local
production, and crack down on apparent dumping of products from foreign players.
In previous interviews, government has been backing its free for all policy that it
is in line with the Southern Africa Development Community (Sadc) and Common
Market for Eastern and Southern Africa (Comesa) free trade protocols but as CPL
Chairman Aslam Gaffar and Shayona’s Operations Manager Prajeesh Padmanabhan
are quoted in our lead article, the question that boggles one’s mind is that; why is
Zambia which is both a Comesa and Sadc member charging 40% import excise duty,
plus 5% surcharge then 16% VAT for any cement imports? What can fail Malawi do
the same?
This surely raises suspicion that there are some ruling party elites or government
officials who are benefitting from the current status quo at the expense of the survival
of these companies who are providing employment opportunities to thousands of
Malawians.
It is even embarrassing that government is allowing market conditions in Malawi
to favour cement importation other than manufacturing when it is at the same time
bluffing about the ‘Buy Malawi Strategy.”
We, therefore, call on the government to revisit its stand and seriously regulate
cement imports for the growth of the local industry, and to attract other players like
Dangote to establish factories in Malawi and employ more Malawians other than
regarding the country as an export market.
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...Govt. hails Asian country for bilateral support

T

Malawi Pres. Peter Mutharika welcoming Indian VP

By Gloria Mbwana

he Malawi government has hailed the
government of the Republic of India for
the support it gives to various sectors of
the Malawi economy.
Director of Administration in the Ministry of
Foreign Affairs Veronica Chidothi said in an
interview on the sidelines of the commemoration
ceremony for the 5th International Day of Yoga
at Indian Country Club in Lilongwe that Malawi’s
cordial relationship with India became more
entrenched when the Indian Vice president visited
Malawi in November last year.
During his visit, the Indian Vice President Shri
Venkaiah Naidu launched the “India for Humanity
Initiative” with Malawi and announced the
provision of a line of credit of US$215.16-million
to be used for the construction of Mahatma Gandhi
International Convention Centre in Blantyre.
Naidu, who addressed the Malawi-India
Business Forum also inaugurated the Business
Incubation Centre at Mponela Trading Centre in
Dowa, which was constructed with financial
support from India.
“There were a number of commitments that
the Indian VP made during his visit which
underlines the fact that Malawi will continue
enjoying bilateral support from India as the two
countries’ relations have spurned ages,” she said.
She explained that among other commitments
to Malawi, India has opened its market for
importation of pigeon peas from Malawi, and has
provided funds for the construction of a Cancer
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Malawi and Inndia community celebrating Yoga

Centre at Kamuzu Central Hospital in Lilongwe.
Yoga retreats are temporary breaks from daily
routine that typically last from weekend to a week
or more.
Indian Head of Chancery in Lilongwe Anil
Suri told Mining & Trade Review that Yoga had
its first international day celebration in 2015 there
after the event has been commemorated every year.
“This is because the life that we are living
these days has a lot of pressures whether in
offices or families so it is important to find time
to balance ourselves physically and mentally so
that we are refreshed to ably contribute to the
community,” he said.
The India development cooperation with
Malawi has been more intense since 2010 and
some of the major economic projects completed
under the line of credit and handed over to
Government of Malawi are Salima Sugar Factory
which was developed at a cost of US$33.64-million.
India also financed the construction of fuel
storage facilities in Lilongwe, Blantyre and Mzuzu
at a total cost of US$26.75-million.
The Export and Import Bank (EXIM) of India
as well financed the development of Cotton
Ginneries at Ngabu in Chikwawa, Ngara in
Karonga and in Balaka at a cost of US$19.93million and Dal processing plants at Liwonde in
Machinga and Luchenza in Thyolo at a cost of
US$8.41-million.
EXIM is also bankrolling the US$23.50million Likhubula Water Project which will tap
water from Likhubula River in Mulanje to
supply Blantyre and the surrounding areas
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CEPA urges government to operationalize new mining law
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Exploration works at Songwe Hill in Phalombe by Mkango

By Tamanda Matebule

civil society group the Centre for
Environmental Policy and Advocacy (CEPA)
has urged the government to speed up the
process of operationalizing the new mining
law to ensure that communities in mining
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Lonje: Important for Malawi to quickly put the law into effect

areas are protected from the effects of bad mining practices.
CEPA’s Project Officer for Natural Resources and
Mining Tamara Lonje said during an inteface meeting with
the Songwe Hill community in Phalombe, where a UK
Firm Mkango Resources is prospecting for rare earth
elements, that it is important to operationalize the new

Mines and Minerals Law since it gives communities in
mining areas the mandate to engage the government and
investors.
“It is important for Malawi to start using this Law as
soon as possible since it has a provision for communities
to demand what they want from the mining investors and
sign community development agreements which will
ensure that rural areas benefit from mining projects in terms
of infrastructure development,” she said.
Parliament already passed the Revised Mines and
Minerals Bill but government officials indicated that the
Law is undergoing some few processes before it is
operationalized.
Lonje also called on the government and investors to
update communities on the progress of mining projects in
order to do away with the suspicion that members of
the community have over mining projects, which in
many mining areas has resulted in conflicts between
communities and investors.
“It is important to promote community engagement
so as to provide for a better understanding among all parties
involved. All the parties be it investors, communities or the
government have to k now and u nders tand their
obligations,” said Lonje.
Mkango Resources is focused on the development of
the project, which is one of the very few advanced stage
rare earths projects outside China, and well positioned to
become a leading new sustainable source of neodymium
and praseodymium (NdPr), critical raw materials to fuel
accelerating growth in cleantech markets, such as electric
vehicles.
A bankable feasibility study (BFS) for Songwe is
underway, targeted for completion in 2020 and fully
financed by strategic partner Talaxis Limited, a subsidiary
of Noble Group, which has an extensive market network
throughout Asia and beyond.
Mkango leads the way in Malawi in terms of Corporate
Social Responsibility (CSR) and is held up as an example
of best practice in the Malawi mining sector by both
Government and NGOs.
“CSR is integral to the vision of Mkango and will
continue to be a major focus for the company,” says the
Company’s President Alexander Lemon.
Mkango’s CSR programmes have included the running
of training programmes, educational and sporting equipment
donations, syllabus painting on classrooms, in collaboration
with local NGO Bongo Worldwide, an extensive scholarship
programme, construction and refurbishment of water
boreholes, bridges and roads, wheelchair donation, and
construction of two kitchens and four dining rooms at local
Primary Schools in partnership with Zero Hunger with
Langar, a Birmingham based charity, which is currently
providing one meal a day for approximately 2,500 children.
Rare earths are used in everything from computer hard
disk drives to wind turbines and electric vehicles, but it is
the latter where an industry transforming level of growth is
anticipated.
Apart from Songwe Hill, Mkango has interest in two
other exclusive prospecting licenses in Malawi namely the
Chimimbe Hill Licence in Mchinji and the Thambani
licence.

Floods knock down Malawi’s
economic growth prospects
August 2019

D

Road damage hampered movement

By Chiku Jere

evastating floods that hit a large part of the
Southern Region and some parts of the
Central Region in March this year have
prompted economists to revise downwards
Malawi’s economic growth prospects.
According to the 2019 floods Post Disaster Needs
Assessment Report (PDNA) which Malawi Government
produced with financial and technical support from The
World Bank, Global Facility for Disaster Reduction and
Recovery (GFDRR) and The United Nations, the disaster
has necessitated a downward revision of Malawi’s
forecasted economic growth in Gross Domestic Product
(GDP) terms by 0.1.
The pre-disaster growth forecast in real GDP in
2019 was estimated at 5.0 % but the aftermath of the
floods which caused loss in the agriculture, construction,
electricity and water, wholesale and retail trade, transport;
accommodation and food services sectors, saw the forecast
downgraded to 4.9 %.
Estimates in the report indicate that floods gave rise to
a production loss of a value of about US$ 9.96 million to
the economy.
The report also highlights that the floods impacted
the fiscal position of the country and projections were that
it was facing slight deterioration, with the additional
expenditure associated with the Government response to
the disaster exerting further pressure on the budget.
Projections for 2019 shows that Malawi’s total debt is
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Economic activities in communities were brought to a halt Household productivity that anchors livelihood suffered

expected to reach a value of about 54.5% of the GDP, with
the value of external debt standing at 34.2% of GDP and of
domestic debt at 20.3%.
“The disaster caused substantive damage and loss
across the social, productive and infrastructure sectors, with
the social sector experiencing most of these effects,” the
report indicates.
The value of destroyed physical assets represents 72 %
of the total effects which accounts for US$ 157.7 million,
while 28% of the total effects were losses which accounts
for US$ 62.5 million.
In terms of a sectorial breakdown, the report shows that
the largest proportion of the effects were on the social sector
(US$130.3 million, 59%); followed by infrastructure
(US$51.5 million, 23%); and then the productive sector
(US$28.4 million, 17%).
Nevertheless the report indicates that the impact on inflation
rates will not be significant despite expectations that the
floods’ damage will exert upward pressure on inflation,
especially in districts where rural areas were hit hard.
On human and social development, the assessment report points out that the disaster left deep and wide impacts
at individual, household and community levels.
“The affected population included those who lost their
lives; those who were injured; and those who were rendered
homeless because of the event. “
The report puts the number of displaced people at
86,976, those killed at 60 and the injured at 672.
However, the estimated total number of people whose
lives, livelihoods and socio-economic infrastructure was
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directly impacted and negatively affected is at 975-thousand.
It is also reckons that 500-thousand farmers and small
micro-entrepreneurs at least lost a portion of their income
because of the event.
Malawi’s economy is largely agrarian, with the
agricultural sector contributing approximately 30% GDP.
The agricultural sector has a major impact on the
performance of other sectors, with a significant proportion
of manufacturing activities involving agro-processing and
therefore dependent on agricultural inputs, and with the
performance of the services sector driven by consumer
demand, which is heavily dependent on agricultural incomes.
In as far as the Malawi economy is concerned, the
significance of agriculture both in terms of its direct
contribution to GDP and its impact on other sectors cannot
be overemphasized with approximately 85% of households
involved in subsistence rain-fed agriculture, that heavily
depends on favorable weather patterns.
According to PDNA, 17 areas -15 districts and two
cities- were heavily hit, with total effects of the disaster in
terms of both damage and loss, amounting to US$ 220.2
million (MK170billion), while the total needs for recovery
and reconstruction stands at US$ 370.5 million.
Districts and cities which were heavily affected by
floods include Chiradzulu, Thyolo, Mulanje, Phalombe,
Blantyre, Zomba, Nsanje, Chikwawa, Mwanza, Neno,
Machinga, Balaka, Mangochi, Ntcheu and Dedza.
The devastating heavy rains that triggered the floods
developed from Tropical Depression 11 formed offshore
central Mozambique
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Taxation Regime in the Mining Sector in Malawi
with Ignatius Kamwanje

mining investment is exposed to taxes at international level as a result
of foreign direct investment thereby attracting dividend repatriation
which may attract withholding tax, value added tax and sometimes
money laundering, importation of plant and equipment which attract
import and export duties, capital gains tax and transfer pricing issues.
There are also national taxes issues such as how to design corporate tax, royalties, tax
holidays, how if at all to deduct exploration and development costs, capital allowances,
capital gains taxes, among others. Then there are local government taxes, which may be
in form of land rents e.g. Resource rent taxes. The design of these tax regimes has very
important ramifications for foreign investment decision-making. In Malawi, there have
been no clear principles for designing tax regimes for the mining sector for quite sometime
now though at present efforts have been made.
In developing third world countries like Malawi,tax incentives in mining are employed
to attracting investors .At present, Malawi is struggling to address loss of revenues due to
smuggling of minerals, some attracting money laundering,illegal mining/unregulated
artisanal and small-scale mining activities, under declaration of taxable income and
transfer pricing by mining companies. Although some of the issues have been reflected in
the Mines and Mineral Policy (2013), there are a number of them that have not been
perfectly addressed.

Some of the principles to be considered when designing a mining tax regime are:
¸ Fiscal regime must allow flow of capital and should also minimize double taxation
¸ Special incentives for mines developed in very remote areas
¸ Introduce mineral resource rent taxes for investments that are more profitable than others
¸ Provide for mechanisms to tax more where there are super profits made;
¸ Avoid tax holidays or tax holidays that take too long.
¸ Capital gains to be included in the definition of income
¸ Proper care should be taken in providing for tax stability agreements.

1. Specific Taxation Regimes and Transparency in Malawi
In view of some anomalies observed in ongoing or previous mining activities, Malawi
devised specific Taxation Regime for the mining sector effective 1st July, 2016.
Some mining companies without a mention of their names were discovered that their
public disclosure of exports in Malawi did/do not match with what they declare the cost
of mineral export at the point of sale outside the country. Similarly some mining
companies have opened sister companies outside Malawi so that transfer pricing should be
the order of the day. This has backtracked some developments in tracking revenues and
taxes of which some remain unnoticed yet.

2. Transparency
The disclosure of tax payments by commercial enterprises is a delicate fiscal issue in
most countries. In a competitive world, information on payments of various taxes can
provide a competitive advantage. Many governments accept this principle and hold such
payment information as confidential as possible. On the other hand, the public may be
concerned that payments to government or to a tax authority controlled by the political
elite, can result in corrupt or questionable practices. One of the challenges faced by tax
policymakers is how to balance the need for commercially necessary confidentiality with
the public’s need to hold the government accountable for how it receives and uses fiscal
remittances. Mineral sector taxation transparency is an issue that has seen rapid change
in recent years. This is largely attributable to two factors: the Extractive Industries
Transparency Initiative (EITI) and the shift away from secretly negotiated agreements
(arranged with individual companies) towards standardized licensing and/or the public
disclosure of negotiated agreements. In today’s world, even if a nation and company
desires to keep a negotiated agreement confidential, it may be leaked, and once available,
it is difficult to control its unlimited publicity.
It is along this line of thinking that the coming in of Publish What You Pay (PWYP)
and MWEITI (Malawi Extractive Industry Transparency Initiative) in Malawi are of
paramount importance to strengthen and create checks and balances against such
malpractices. An example is the Kayelekera Uranium Mine development agreement that
was kept in secret for quiet sometime but of late was made public due to PWYP and
MWEITI involvement on transparency and accountability perspective.

3. Mineral Taxation Schemes and Regimes
Mineral sector taxation systems tend to evolve reflecting the current state of the
business cycle. When mineral commodity prices are high, mineral-led economies tend to
adjust their tax systems to capture more of the perceived excess profits and when prices
are low, systems are adjusted to allow mines to remain economically viable. The most
common way to adjust the mineral sector taxation system is through the manipulation of
royalty schemes, because such schemes do not affect other types of taxpayers. Tax schemes
imposed during times of rising prices are vulnerable to repeal when prices fall or investors
shy away.
Several governments worldwide have several direct ways of participating in the
sharing of income that is generated by mines. The simplest way is through taxation.
Another method is for the government to establish a state mining enterprise that in itself
operates mines, or to enter into some sort of joint-venture interest arrangement with a
private investor that entitles it to a share of profit or dividend distributions. An example is
the Debswana Diamond Company Ltd, or simply Debswana, which is a mining company
in Botswana, and is the world's leading producer of diamonds by value. It is a joint
venture between the government of Botswana and the South African diamond company
called De Beers where each party owns 50% of the company which operates four diamond
mines (Letlhakane.Orapa, the Damtshaa mine and the Jwaneng) in central Botswana, as
well as a coal mine of Morupule. However, the trend for most countries over the past
decades has been to emphasize taxation and few countries today directly mine minerals or
take a majority equity position in mines. Worldwide, the trend has been to privatize stateowned mines so that their governments look to taxes, not dividends, for fiscal revenues.
Other nations that formerly owned mines have partially privatized them by reducing the
state’s equity to a minority share. It is interesting to note that Malawi, has had no
establishment of state mining enterprise, no direct mining of minerals as a state, zero
privatization on state owned let alone some sort of a joint venture in the name of acquiring
a small equity (only 15%) as in Kayelekera Uranium mine deal. This was probably a
negotiated agreement set out on taxation scheme which gave the company 10 year tax
holiday which has turned out to be a laughing matter because the mining company(Paladin
Africa) has only mined uranium for 5 years before putting the mine on ‘Care and
Maintenance’ and finally has been sold out to another investor. This type of equity was
probably a free one which means the state received an ownership interest at no cost to
itself. The ownership interest did not oblige the state to participate in the paying of any
costs associated with the project. It does, however, entitle the state to a share of distributed
dividends or profits in the process. The rationale usually offered for such a requirement is
that the state’s contribution to the project is the mineral being exploited. This in principle,
has substantial negative impact on potential fiscal revenue because little investment
occurs.
In Malawi, the functions of tax collection in Mining were transferred from the Ministry
of Finance to Malawi Revenue Authority (MRA) that saw the creation of a special
department for revenue and royalties collections for mining activities. Besides, below are
taxation regimes that were effective as of 1st July 2019:
(a) The taxation of mining projects have been ring fenced. Incomes and expenses from
one mining project cannot be transferred to or offset against or aggregated with incomes
and expenses of another mining project. Each mining project will be required to file a
separate income tax return.
(b)Mineral royalty will be an allowable deduction for tax purposes
(c) The Malawi Revenue Authority has been granted the power to administer mineral
royalty.
(d)The law provides for preferential Non Resident Tax (NRT) rate of 10 percent on
payments by a mining project by way of interest, royalty and management fees. The
normal NRT rate is 15 percent.
(e)A minimum resource rent tax of 15 percent granted.
(f)Separate rules and regulations pertaining to determination of income, deductions and
capital allowances are provided.
(g)Separate rules for the administration of royalty are provided.
Malawi has proved to lag behind in mining since it is a new phenomenon and there is
need for the state/government to put robust mechanisms of how as a country, Malawi can
handle tax regimes as more and more deposits are being discovered for exploitation
leading to economic sustainability

EGENCO explores alternative power sources
August 2019

Mwanamveka: Presided over consultations Kalilombe: Increase Energy Sector funding Liabunya: Exploring more power avenues

By Tamanda Matebule & Wahard Betha

The Electricity Generation Company (EGENCO) says it is
exploring alternative power sources to supplement power
that it currently generates from hydro-plants.
EGENCO CEO William Liabunya said in an interview
at the launching ceremony of the Company’s 15 years
strategic plan in Blantyre that EGENCO wants to have
diverse sources of power in order to do away with loadshedding due to unsteady supply of power as the hydro
sources are prone to climate change related problems
including diminishing water levels in the Shire River.
Liabunya said: “There are a lot of avenues which
EGENCO is exploring to boost electricity generation and
one of them is diversification.”
“We strongly believe it is time to diversify to other
sources of power because as you are aware 90 % of the
electricity being generated is hydro-electric power.”
“The biggest challenge we have is that each time the
water level goes down, electricity generation is affected and
in-turn power supply is affected. We, therefore, need to find
alternative sources that are sufficient and reliable.”

MERA scales up
safety measures
on electrical
installation

T

Board Chairperson for Egenco Lloyd Muhara told Mining
& Trade Review at the same function that as stated in its strategic
plan, EGENCO will explore and promote the use of clean
energy in order to deal with the problem of deforestation
due to excessive use of biomass as a source of energy.
“We want to start generating reliable and diversified
power by investing in new power plants in a sustainable
manner,” he said.
In the plan, EGENCO has set an ambitious target of
increasing its installed electricity generation capacity from
367.37 to 1,687.5 MW by 2033 and overcome the country’s
electricity woes in 14 years. The strategic plan is for 2018
to 2033.
Meanwhile, the Economic Association of Malawi
(ECAMA) has asked the Malawi Government to increase
funding to the energy sector starting from the next budget
in order for EGENCO and Electricity Supply Corporation
of Malawi (Escom) to achieve their plans of ensuring
stable and adequate supply of electricity.
ECAMA president, Chikumbutso Kalilombe made the
statement during a pre-budget consultation meeting which

By Wahard Betha

he Malawi Energy Regulatory Authority
(MERA) has established a new Installer’s
Permit Committee (IPCO) and mini-grid
regulatory framework which it has described
as a vital tool in preventing accidents that
occur due to poor electrical installation.
Board Chairperson for MERA Khwauli Msiska said at
a sensitization workshop for the new framework in
Lilongwe that the revised electrical installation assessment
framework recognises that installers are usually good at
specific installations that need to be certified for the safety
of the installed buildings.
He said in the old framework experience was missing as
criteria for certifying installers but the new framework will
be considering both experience and qualification as chances
for upgrading and certification of the installers.
“In order to reduce incidences in form of fire,
electrocution and equipment damage, those doing
installations need to be only those that have the right
qualifications and experience,” Msiska said.

Msiska: Govt for qualified electrical installers

He urged all the electrical installers to acquire permits
from MERA observing that many electrical installers in the
country are operating without possession of valid permits
which is putting people’s properties at high risk of catching
electric fire.
Msiska also expressed concern over the existence of a
number of mini-grids developed by both Government and
non-governmental organizations which have been handed
over to communities, without relevant training, on
management, operation and maintenance.
“You can agree with me that mostly ownership and
organizational structures of the mini-grids are not clear and
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was organized by the Ministry of Finance, Economic
Planning and Development in Lilongwe and was presided
over by Minister of Finance Joseph Mwanamveka.
Kalilombe said EGENCO’s ambitious plan to increase
power generation will only be fully implemented with
adequate funding.
“It is high time government invested directly into
power production. Even if we do not sort out all woes now,
we will have started,” he said.
He also said the government needs to be aggressive in
its campaign to attract investors in power generation by
speeding up the ongoing policy changes to accommodate
independent power producers.
Malawi’s electricity demand is expected to grow to 600
MW in 2018, 950 MW in 2020, and 1,200 MW in 2025.
The energy sector spending as a percentage of GDP
remained below one percent between years of 2016/17 and
2018/19, and is projected to average around one percent by
2030.
Though only less than 12% of the Malawi population is
connected to the electricity grid, blackouts are the order of
the day as Escom conducts a load shedding programme to
ration power supply especially in dry season when water
levels are low in Lake Malawi and the Shire River.
Various studies have identified lack of reliable power
as the main factor hindering investment in major economic
sectors including mining and manufacturing.
Egenco, which was born from the unbundling of Escom
into two entities in order to enhance efficiency in the power
sector, started its operations in 2017.
Since its formation, the Company has been active in
carrying out maintenance and expansion of power plants
including the Nkula A which has been modernized with
funding from US’s Millennium Challenge Corporation.
EGENCO is also constructing Tedzani IV with funding
from the Japanese Government and has planned a number
of generation projects including the setting up of a coal
fired power plant to generate 300MW

accountability and transparency procedures are not clearly
defined, which presents challenges for authority institutions
to manage supporting and regulatory structures,” he said.
Msiska said the new framework for mini-grids intends
to achieve sustainable development and operation of the
mini-grids in Malawi in strides towards providing modern
energy to remote areas where grid extension does not offer
an economically feasible extension solution.
He said MERA recognizes the significance of engaging
Government and stakeholders in ensuring effective
regulation of the energy sector and understanding on
matters relating to the regulation of the mini-grids.
Msiska thanked United Nations Development
Programme (UNDP) country office for financial support
towards the development of the mini-grid framework.
“The preparation of the regulatory framework for
mini-grids in Malawi was a commitment and devotion
from many stakeholders of whom we are highly grateful
for their valuable contributions,” Msiska said.
Commenting on the development, an electrical
contractor Pemphero Nazombe lauded the new framework
saying it will assist experienced electrical engineers in
upgrading their licenses.
“This workshop is important as the new permit has
included experience as one of the aspects for one to upgrade
while the past permit only centered on qualifications like
university degrees leaving out the experience that one has,”
Nazombe said.
He said the development will also assist in marketing
brands of certified installers since organizations will be
considering legal permits before deploying the contractor.
Nazombe pleaded with fellow electrical contractors to
comply with the framework in so doing assist in preventing
people’s properties from electrical accidents.
MERA is mandated to regulate the energy sector in
Malawi in a fair, transparent, efficient and cost effective
manner for the benefit of the consumers and operators
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Fiscal Regime and Management of Revenue from Mining

Abstract
Malawi needs to come up with a fiscal regime that that comes with a fair share of revenue benefits
between government and mining companies. Government should come up with clear policies that govern
management of petroleum and mineral revenue for the benefit of its people through fostering of
social development and stimulation of economic growth through local content and further attraction
of foreign investments in the mineral sector. Access to revenue and contract information will be key
to bring transparency, accountability and mitigation of mistrust from its citizens.

INTRODUCTION
This paper identifies issues that need to be addressed to ensure that Malawi obtains a fair share of
mineral rents and manages its revenues wisely. Malawi must strive to devise a fiscal regime that
takes account of the uncertainty, risks and rewards inherent in mineral resource development within
the context of offering competitive investment incentives with its neighbours in the region. There is
need to ensure that revenue from the minerals sector benefit its people especially those that live in
mining areas. At all costs, Malawi, should avoid over reliance of mineral revenues in order to promote
economic diversity and sustainable economic development without fueling political and social conflict
that comes with poor management of mining revenue. Support to local content using petroleum and
minerals sector revenue will bring economic benefits and sustainable development.

FISCAL REGIME
Taxes and fees imposed on businesses form part of state income. This income is managed in such a
way that it benefits its citizens through contribution to social development and triggering of
economic growth.

The fiscal regime obtained in the petroleum and minerals sector is designed with the understanding:
• Petroleum and mineral resources are exhaustive and there is need for government to generate
revenues that justify their exploitation;
• Investment in petroleum and mining requires high capital before starting to generate revenues;
• Project risks, including geological risks, volatility of commodity prices, technical uncertainties,
and political risks, and
• Extractive revenues have the potential to represent a dominant share of a country’s public revenues,
a thing that needs to be avoided in order to create economic diversity.

Fiscal instruments that are applicable to the petroleum and minerals sector include;
• Signature Bonuses which are a one-time payment made upon the finalization of a contract or launch
of activities on a project especially in petroleum projects
• Royalties that are paid to government to compensate for depleting of a resource. These are either
ad valorem or value per unit (tonne) produced.
• Income Tax deducted based on overall company profitability
• Windfall Profits Taxes or resource rent that are imposed when profits exceed the levels necessary
to attract investment.
• Government Equity that gives government or a state-owned company or another public body
equity stakes that can give the state access to a portion of dividend payments.
• Other Taxes and Fees include withholding tax on dividends and payments made overseas, excise
taxes, customs duties, and ground rent.
• Production Sharing prevails in many petroleum contracts that entitle the state to a share of the
physical quantities of petroleum produced.

For countries to benefit from the above instruments, they need to understand and mitigate against;
• Transfer pricing arising from companies that use sales and services among various subsidiaries as
a means to reduce their fiscal obligations within a particular country.
• Debt-Equity ratio that is restricted and punishable by non-deductible for tax purpose.
• Ring-Fencing which allows companies that have multiple activities within one country to use losses
incurred in one project to offset profits earned in another project, thereby reducing overall tax
payments
• Loss Carry-forwards by limiting them to a fixed term in order to control loss of long term revenue
generation
• Stability clauses that are effective and limited to a part of the life time of the project
• Double taxation agreements that provide for the avoidance of double taxation on international
income such as earning, dividends, interest, and royalties that are derived in one country and remitted
to another country. Malawi has double taxation agreements with the following countries: Denmark,
France, Kenya, Norway, South Africa, Sweden, Switzerland and United Kingdom. Double Taxation
with Netherlands ceased in 2014.
TAX REVENUE
Malawi fiscal regime as stipulated in the Mines and Minerals Act 1981 and Taxation Act is shown
below:
INSTRUMENT

STATUS

RATE

OTHER TERMS

Minerals Royalty Can be negotiated Rates specified in the are:
Valuation basis in regulations
- 5% generally or 10% for exports is gross sales value less
transport costs to point of sale
of rough uncut precious and
semi-precious stones; and
- 7% for exports of unprocessed

Income Tax

Fixed

industrial minerals
30%

100% write-off of all eligible mining
expenditures; loss carry forward
permitted

Resource Rent Tax Fixed

10% when return exceeds 20% Base and method of determination
is unspecified

Import Duty

Fixed)

Varies by item in the Tariff Book

State Equity

Can be negotiated No legislated level

Divided Withholding Fixed
VAT

Fixed

10 – 20%
16.5%

Exemption for range of capital items

CONTRIBUTION TO NATIONAL BUDGET
The current system of revenue management does not take into account that the extractive
industry is finite and therefore there is need to use revenues from the industry prudently for creation
of local content and a future fund that will support the budget and future generation for it to benefit
too.
Local content support should be to technical education, agriculture and infrastructure
development. These sectors are crucial for supporting the mining and manufacturing sector in
terms of availability of crucial technical personnel, food security and supply to the mining sector and
support infrastructure (roads, electricity and telecommunication) to mine areas thereby benefiting
rural areas and mining communities.
Tax revenue policy should be designed in a way that it is to collect and monitor and does not
fall to encourage tax evasion. The appropriate policy for Malawi is to collect royalties, VAT,
withholding tax and income tax efficiently.
Royalties are easy to collect because they are deducted early and based on current value of
minerals or petroleum. VAT and withholding tax are also collected when transactions are happening.
Income tax is usually paid on profit income. Incentives such as tax holidays to assist the company
pay its initial capital dates can lead to over borrowing with the intention of avoiding income tax.
Government should guard against low debt-equity rate and should impose a debt-equity rate of over
60-40 to avoid thin capitalization.
The petroleum industry commonly uses petroleum sharing agreements. The common agreement
is to agree on reimbursements of production costs, then split the remaining “profit” oil or gas between
the operating group of companies and the government. Government may also impose royalty and
taxes on oil belonging to the group of companies.
The above discussion calls for a fiscal regime that minimizes discretion to vary fiscal terms in
individual contract enforcement. This reduces risks and perception of corruption in negotiations.
Increase in government revenues can also be achieved through introduction of progressive elements
such as progressive income tax, windfall profit tax (resource rent) and variable-rate royalties in
situations where super profits are being generated. Government needs to develop a fiscal regime that
corresponds with national development plan such as the Economic Growth and Development Strategy
without being tempted to adopt “Party Manifestos” that destabilize national development plans.
A good measure of assessing and keeping within fair limits of taxation in petroleum and mining
industries is to be within common effective tax rates. Effective tax rates are calculated based on
operational income and total tax revenue. The common effective tax rate in mining is between 30 to
40% while that of the petroleum industry is between 50 and 60%.
CONTRIBUTION TO LOCAL ECONOMY
Good revenue management should take into account mine community benefits through
allocation of higher mine revenues to mining districts. This requires effective management of the
revenue at district level and transparent allocation of this revenue for mining community
development programs such as those that enhance local content in terms of employment,
commercial agriculture (food supplies to the mine) and provision of social amenities.
Some extractive companies may practice corporate social responsibility. This should not be to a
degree where the local communities fall into a trap where they are forget the role of government in
providing macro projects through social development. High expectation of the local communities on
mining companies should be mitigated at all costs.
THE WAY FORWARD FOR MALAWI
Malawi is a very poor country whose credit worth limits availability of capital for investment into
the extractive industry. There is need to come up with a competitive, attractive and stable fiscal
regime that is designed not from financial desperation but that which offers a fair deal between
government and mining companies. Particular attention should also be put to environment, local
development, community engagement and right to information on revenue management.
USEFUL REFERENCES
1.0 Di John, Jonathan (2006). The political economy of taxation and tax reform in Developing
Countries. Research paper No. 2006/74, UNU-Wider
2.0 Land, Bryan (2007). Capturing a fair share of fiscal benefits in the extractive industry,
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Malingunde rutile project passes logistics test
August 2019
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...Exceptional infrastructure in place to unlock potential
By Gloria Mbwana

ASX-listed resources group Sovereign Metals says it is
optimistic that its rutile prospecting project at Malingunde
in Lilongwe will move to production stage citing presence
of exceptional infrastructure in the area as one of the
positive attributes of the project.
Managing Director for Sovereign Metals, Julian
Stephens, says his company is mainly banking on the
Nacala Logistics Corridor to transport the products from
Malingunde.
The Corridor provides an established, newly upgraded
and operating rail network with significant spare capacity
direct to the deep-water port of Nacala in Mozambique.
The total containerized freight capacity of the Corridor
is 4Mt per annum, with approximately 15% of this capacity
currently being utilized.
“The exceptional logistics infrastructure is already
in place that links Sovereign’s newly identified rutile
discoveries within its 4,000km2 ground package in central
Malawi to the global rutile markets,” says Staphens in a
Press Statement.
Stephens explains that prior studies by the Company
and recent quotes from Nacala Logistics Corridor (NLC)
logistics operators suggest that transportation costs would
be less than US$66 per tonne2 from mine gate to Free on
Board vessel.
He says that the access to the existing Nacala Corridor
infrastructure as well as the other additional established
infrastructure will have the advantage of significantly
reducing upfront capital costs for project development.
“The project’s close proximity to Lilongwe, provides
access to additional established infrastructure including
paved roads, grid power potential and a skilled labour
pool”, he says.
Brazil’s Vale logistics constructed a 912km of rail link
for the purpose of transporting coal from Vale’s mines in
Moatize in western Mozambique east to the port of Nacala
through Malawi, and currently the Nacala Corridor
provides the shortest and most direct access to the sea and
the global commodity markets.
It stretches from Moatize, Mozambique and Chipata,
Zambia and passes through Lilongwe in Malawi to the Port

Proposed route from rutile trasportation to the sea

of Nacala on the Indian Ocean.
The local rail concessionaire, Central East African
Railways (CEAR), is actively seeking new freight
customers and Stephens says Sovereign has an existing
Memorandum of Understanding (MoU) with CEAR for
rail freight, port access and port handling services for
graphite concentrates to be produced from the Malingunde
Project, with the drafting of a binding agreement currently
underway.
Malawi’s part of the Nacala Logistics Corridor was
inaugurated in August 2017 and followed a 30-year
public-private partnership (PPP) arrangement between the
Government of Malawi and Vale Logistics Limited agreed
in 2011.
Malawi is expected to directly benefit from the Corridor
through significant cost savings on exports and imports and
the creation of more than 12,000 jobs.
CEAR is responsible for handling the Corridor’s
capacity of four million tonnes of general cargo that goes
through Malawi annually.
The Nacala Corridor Project was driven by the
governments of Malawi, Mozambique and Zambia, Vale,
Mitsui, a consortium of several international and African
banks and export credit agencies including the Japan Bank

Imports grab 30% cement market share
...from page 3 that the cement industry has in Malawi
brought down prices significantly in real terms over the
recent years. This is in spite of major escalation of key cost
items such as power and fuel and other challenges such as
power rationing. We hope that lasting solutions can be
found on these issues in order to allow the industry to bring
down production costs and make cement more affordable.”
However, spokesperson for the Ministry of Industry and
Trade, Mayeso Msokera, told Mining & Trade Review in
an earlier interview that government gives licences to
traders to import some cement to supplement the deficit
from local production.
Msokera said, “As Government, we have the mandate
to balance the needs of both the producers and the
consumers with regard to availability of this essential
commodity as well as its price, and the current cement
importation does not amount to an influx.”
He explained that it is the government’s duty to stabilize
supply and prices of cement so that they do not destroy the
construction industry, which also employs many people and
is an integral part of Malawi’s infrastructure and industrial
development as it provides a growth impetus to other
sectors of the economy through backward and forward
linkages.
“We have had situations where cement prices rose to
around MK12000 in 2017. Therefore, it is, essential that,
cement availability and affordability is safeguarded for the
healthy growth of the Malawi economy,” he said.

He, however, acknowledged the fact that some
cement is being smuggled into the country and said, as
Government, they are considering additional measures of
curbing the problem.
“The Ministry is discussing with other Government
agencies such as the Malawi Revenue Authority and the
private sector stakeholder institutions so that issues of
smuggling are addressed holistically. As a Ministry, we
would like to appeal to the private sector to hold hands and
collaborate with Government in order to loot out this
malpractice bedeviling our manufacturing sector,” said
Msokera.
He advised local firms to extend their distribution
channels to supply their cement to all angles of the country
including bordering districts where traders prefer importing
from neighbouring countries as a cheaper option.
Msokera assured the local industry of Government’s
support saying the Ministry is advocating for growth and
development of local industries through the Buy Malawi
Strategy, which encourages consumers to purchase locally
produced products which are equally of good quality.
Both Shayona and CPL have invested in multibillionkwacha construction of clinker producing plants at their
factory areas in Kasungu and Mangochi respectively.
Shayona, which has a workforce of over 1200 mostly locals,
has a comprehensive CSR programme which has seen the
company constructing school blocks at a primary school
close to the Kasungu factory, making drug donations to

for International Co-operation, Nippon Export and
Investment Insurance and African Development Bank
(AfDB).
Specifically, the governments of Malawi, Mozambique,
and Zambia have gradually increased their investment in
the Corridor to approximately US$758 million, with
support from the European Union, AfDB, the Japanese
International Cooperation Agency and the Export-Import
Bank of Korea.
In November 2018, Sovereign announced the
Pre-Feasibility Study (PFS) results for its Malingunde
Graphite Project (Malingunde) in Malawi, and based on
the findings, the Company estimated all in transportation
costs to be US$66 per tonne for a 52,000 tonne per
annum graphite operation including rail freight costs of
approximately US$40 per tonne.
The cost of US$66 per tonne includes transportation
from mine gate to rail, rail freight transport to port, ship
loading and all storage and handling costs.
“The process of transporting graphite and rutile is the
same. Based on recent discussions with rail providers and
active freight forwarders in the region, the rail freight costs
may be reduced with increased production levels and
tonnage,” says Stephens

government hospitals and clinics, and planting trees
annually in the factory locality to assist in environmental
conservation.
Though its factory is relatively new, CPL also boosts of
a CSR programme that has involved donating cooking oil
making machines to members of the community in the
factory area, constructing school blocks and procuring a
transformer to electrify the area that hosts the factory.
Shayona Cement Corporation produces cement brands
of various strengths including: Akshar, Buildplast and
Thanthwe while CPL’s brands include Mkope and Njati.
Lafarge Holcim Malawi, whose cement brands include
Khoma, Kumanga, Duracrate and Supaset, has continued
to show commitment to Malawi with recent investments
of close to MKW 1.5billion in a Soil Stabilized Blocks
factory (14 Trees) in partnership with the Commonwealth
Development Corporation (CDC).
The company is executing the investments in line with
its 'Kumanga Malawi' programme which is aimed at
supporting the Government and other stakeholders in
developing Malawi.
Pillars in this program include sustainable building
solutions, Small and Medium Enterprises support, Road
and Workplace Safety, Employee empowerment and
Product usage awareness/ training.
Records from the National Statistical Office indicate
that in 2017 alone, imports of cement and clinker amounted
to MK28.76-billion.
Dangote Cement, owned by Nigerian billionaire
Aliko Dangote, is Africa’s largest cement producer with
a production capacity of 45.6-million tonnes per year
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Stakeholders demand transparency in Kayelekera sale

S

By Gloria Mbwana

takeholders have called for transparency from
government in handling the sale of the Kayelekera
Uranium Mine in Karonga.
The call comes after Australia’s Paladin Energy, which
owns the mine, announced that it is selling its 85%
interest in Kayelekera to another multinational Hylea
Metals Ltd for US$3.5 in cash and shares.
Veteran Geologist and Mineral Sector Consultant
James Chatupa questioned the sale describing it as a
worrying state of affairs.
Chatupa said: “Where is the Malawi government in this
transaction? Hopefully this is not the process of scrapping
off machinery.”
“What is the mining and uranium processing experience
of the incoming shareholders? Are they committed to the
care and maintenance programme? Was there a provision
in the Malawi Government and Paladin Development
Agreement of selling shares to another party? Why is the
new shareholder buying when they have no intention to
restart mining? Is there business justice for Paladin to raise
money by selling non-operating Kayelekera?
Chatupa suggested that Paladin should have just
relinquished the Kayelekera licences and let new interested
parties be invited to apply in accordance with Malawi’s
mining laws.
Chairperson for Natural Resources Justice Network
Kossam Munthali also bemoaned lack of transparency in
the deal describing it as “another drama.”
But Director for Geological Survey Department in the
Ministry of Natural Resources, Energy and Mining
Kondwani Dombola advised the stakeholders that it is too
early to judge the transaction as its documents are yet to be
shared with the government or have just been shared.
“Everything being normal there should be a roundtable
discussion with relevant stakeholders including Ministry
of Mining, Finance, Paladin and supposedly the new buyer
so such questions raised by Mr. Chatupa will be included
in those discussions,” said Dombola.
Spokesperson for Ministry of Finance David Saddo
concurred with Dombola saying it is too early to raise any
suspicion on the deal.
Saddo said: “When the transaction is concluded, the
tax collecting body will have to assess on the capital gains
and tax accordingly.”
“The mine has been under care and maintenance but
after selling and it reopens, government will benefit from
all associated taxes including personal, corporate, employee
and consumption taxes just like in any other industry.
Basically we tax when there is an economic activity.”
Paladin permitted, constructed, commissioned and
operated the open pit mine, which produced 10.9 million
pounds of uranium (4193 tU) from 2009 to 2014, when it
was placed on care and maintenance due to consistently

Chatupa: Better is for Paladin to just
relinquish the licence

Saddo: Too early to raise suspicion. Hold Dombola: Advised stakeholders to wait
judgement until deal is concluded
until govt holds round table discussion

low uranium spot prices. The mine, which is 15% owned by
the government of Malawi through its interest in Paladin
Africa, has 31 million pounds of remaining resources.
The transaction will see Sydney, Australia-based
Paladin sell its interest to Hylea subsidiary Lotus
Resources Pty Ltd, a joint venture with Chichewa
Resources Pty Ltd. This will give Hylea a 65% interest in
Kayelekera and Chichewa a 20% interest, which Hylea
will have an option to acquire.
The transaction is, amongst other things, subject to
approval by Hylea shareholders and the government of
Malawi. Completion is expected in late 2019.
Paladin CEO Scott Sullivan said the sale, which would
release cash resources as well as realising savings of about
US$5 million per year from care and maintenance costs at
Kayelekera, would allow the company to focus all of its
resources on restarting its flagship Langer Heinrich
uranium asset in Namibia. That operation has been under
care and maintenance since 2017, but Paladin in February
announced a pre-feasibility study for its restart after

identifying options to reduce operating costs and maintain
cost competitiveness.
"With this structure, we also keep some exposure to the
upside of this transaction through the AUD4.8 million in
share placements early in the development cycle," he said.
Hylea Managing Director Simon Andrew said the
acquisition was an "excellent" opportunity for the company.
“Kayelekera is a world class uranium asset and
represents an opportunity to use the past production
information to re-engineer certain mining and processing
processes in order to reduce the overall capital cost and
operating cost of the operations," he said. "We are
optimistic about the global uranium market and the
outlook for firmer pricing."
Paladin entered administration in mid-2017 but
recommenced trading on the Australian Securities
Exchange in February 2018 after recapitalisation.
Kayelekera is so far Malawi’s largest mining investment
and contributed up to 10% of the country’s gross domestic
product (GDP) at its peak production period

Kayelekera before it was put on care and maintenance
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