Mining of Mineral Deposits
ISSN 2415-3443 (Online) | ISSN 2415-3435 (Print)
Journal homepage http://mining.in.ua
Volume 13 (2019), Issue 2, pp. 66-74

DNIPRO UNIVERSITY
of TECHNOLOGY

UDC 622.013:336.25 https://doi.org/10.33271/mining13.02.066

DISTRIBUTION OF MINERAL EXTRACTION REVENUE:
OVERVIEW OF INTERNATIONAL PRACTICE

V. Churin"", N. Vysotskaya®, Yu. Sizova®, E. Danilina*, D. Gorelov’

!Moscow Automobile and Road Construction State Technical University, Moscow, Russian Federation
Moscow Metropolitan Governance University, Moscow, Russian Federation

3Plekhanov Russian University of Economics, Moscow, Russian Federation

*MIREA — Russian Technological University, Moscow, Russian Federation

SInstitute of Educational Technologies and Humanities, Moscow, Russian Federation

*Corresponding author: e-mail churinvv@yandex.ru, tel. +84991550104

ABSTRACT

Purpose. To study basic principles and conditions of the efficiency of the system to redistribute mineral extraction
revenue including the countries with lower levels of welfare.

Methods. The research applies a method of qualitative and quantitative analysis of the scientific literature, data by
the Natural Resource Governance Institute, national reports according to the Extractive Industries Transparency Ini-
tiative, and open Internet sources. Taxation schemes for mineral extraction revenue as well as the most important
tendencies in the schemes changes over the recent years were considered. Distributions of the resource taxes in terms
of the state administration levels as well as vertical distribution of budget receipts from the development of natural
resources were analyzed. The countries distributing tax receipts from the mineral extraction in favour of the local
authorities were selected as the object of the research.

Findings. It has been determined that in the majority of countries, payments from mineral extraction are sent to the
national-level institutions being distributed back to the mining areas or neighbouring territories. It has been pointed
out that certain countries send a share of the mining income to the local budgets automatically using the formulas
based on the objective indicators such as amount of population, amount of budget receipts from the area, poverty rate
or geographical position. It has been identified that the basic principle of the system of resource use taxation to pro-
vide social welfare is represented by the optimal taxation scheme stimulating the production and maximizing the
income which share is redistributed in favour of the society to cover all the local administration levels.

Originality. The comparative analysis and determination of the recent data of distribution of budget receipts from
mineral resources in terms of the developing countries.

Practical implications. The obtained results may favour the scientific substantiation of the strategy to distribute
mineral extraction revenue, planning of the development of mineral and raw material complex of the Central Asian
countries; moreover, they may be useful while assessing the efficiency of investment projects of the field development.

Keywords: mineral resources, taxation, extractive industries transparency, distribution of taxes, budget receipts

1. INTRODUCTION

In the majority of countries where leaders in the de-
velopment of natural resources are represented by state
companies (Saudi Aramco, Saudi Arabia; ADNOC,
UAE; Equinor/Statoil, Norway etc.), land and its mine-
rals belong to the state (they are publicly owned). Certain
political forces (state government, ruling political parties)
and business-groups (co-owners of mining companies)
use that fact as the key argument of the issue that the
natural resource revenue is distributed in the interests of
the country and the whole society. However, even lea-

ding role of the state in redistribution of that revenue
does not protect it from its privatization by specific social
groups. Nevertheless, some countries have managed to
solve the problem successfully. For instance, state oil
companies of Kuwait and Yemen are owned by the ru-
ling dynasties; however, as a result of natural resources
redistribution, the countries could provide high living
standards and social protection for their population and
develop sustainable infrastructure (Couttenier &
Sangnier, 2015). Norway, the United Kingdom, the USA
and other countries accumulate and redistribute conside-
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rable amount of the revenue not only for the national
needs but also for the development of social sphere and
internal investments (Hinojosa, Bebbington, Barrientos, &
Addison, 2010). Though, in Venezuela, state monopoly
for oil extraction has not eliminated overall poverty yet.

Natural resources play a dominating social, econo-
mic, and political role in 81 countries which cover a
quarter of the world gross domestic product (GDP) and
half of the world population (The World Bank Group,
2019). Taking into consideration that fact, transparency
of the operations in mining industries is of special im-
portance in the context of reporting to state agencies,
high administration standards, and sustainable economic
development (Piwniak, Bondarenko, Salli, Pavlenko, &
Dychkovskiy, 2007).

Extractive Industries Transparency Initiative (EITI) is
one of the mechanisms favouring the transparency in-
crease (Moses, Houge, & van Zijl, 2018). The countries,
which have undertaken obligations to implement EITI
standard, issue reports on the payments by mining com-
panies to the state as well as on the payments declared by
the state as the ones sent to the state budget. Thus, the
process may be controlled by different interested parties —
state agencies, civil society, and company representatives.

According to the Initiative standard, citizens have an
access to the information on tax and non-tax payments of
the mining companies; that helps control their activity.
Along with that, it favours positive investment climate
taking into account the fact that transparency of that
sector of economy allows investors reducing their risks
to be sure in clear regulations while making decisions
concerning the start of investments (Corrigan, 2017).

Mineral extraction revenue is distributed at the ex-
pense of taxation. Schemes for the taxation of extracted
mineral resources depend upon the industry where a
subsoil user operates, volume of the prospected minerals,
and additional (specific) risks (Saik, Petlovanyi, Lozyn-
skyi, Sai, & Merzlikin, 2018). While determining the
amount of natural and resource rent, we should take into
account the volume of revenue and costs for the devel-
opment and extraction as well as the index of normal
profit of an investor considering reasonably estimated
risks (Daniel, Keen, & McPherson, 2010).

Specific risks of the mining industry involve: long-
term period of geological prospecting and other explora-
tory operations; considerable volume of the initial irre-
versible investments into the deposit (since specific
equipment aimed for the deposit will never be used
again); uncertainty as for the future positive monetary
flow from the raw material sell due to high volatility and
unpredictability of prices; long-term period of operation
below the breakeven point; possible negative effect of
changes in political or environmental media; and con-
siderable costs during the deposit development closure
(Otto et al., 20006).

Taxation schemes vary considerably in the context of
national risk components (political, sovereign, and legis-
lative). Since the rate of normal profitability for some
deposit investment project is higher for the country with
high assessed risks, taxation scheme should offer addi-
tional tax benefits or reductions to compensate excess
risks. At the same time, it is a widely used practice to
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apply increased royalty or tax rates for highly profitable
deposits (Christmann & Stolojan, 2001).

Optimal ratio of fiscal tools depends upon the possi-
bilities and preferences offered by a specific country.
Thus, taxation tools oriented to the extraction volume are
convenient in terms of administration and provide stable
budget receipts (Arabian countries, Mexico, some USA
states). At the same time, they transfer key risks of the
project implementation onto a subsoil user; as a response
to that action, government reduces overall tax burden
(Corporate income taxes..., 2012).

Other countries (Norway, France, Great Britain) ap-
ply more progressive taxation scheme (being oriented to
the amount of income) by shifting the burden of risks to
the state; in this case, comparatively high tax rate acts as
a compensator (Land, 2010).

Apart from the general approach to the applied taxa-
tion scheme, certain external factors influence the selec-
tion of fiscal tools: overall economic dynamics (increase,
recession, stagnation); extraordinary events changing
ecological balance (natural disasters, technogenic acci-
dents, catastrophes). Taking into consideration a multi-
variance of the approaches to the selection of certain
taxation scheme, it is essential to analyze the evolution of
approaches and schemes of mineral extraction taxation.

2. TENDENCIES IN THE INTERNATIONAL
PRACTICE IN TERMS OF MINERAL
EXTRACTION TAXATION

While generalizing international practice in the sphere
of mineral extraction taxation, important tendencies being
observed for the recent years should be analyzed:

1. Intensification of the international competitiveness
(including tax one): gradual unbalanced recovery of the
world economy after the 2008 — 2009 crisis has resumed
the competitiveness for the potential investors between
the developed countries and the ones with developing
markets. Systematic decrease in the corporate income tax
rate is one of the manifestations of that process. In terms of
the countries rich in natural resources (Indonesia, Malay-
sia, Nigeria etc.), the mentioned tendency is accompanied
by the reconsideration of the rates by means of special
fiscal tools: royalty and rent taxes towards their growth
which makes it possible to keep the budget in relatively
balanced conditions (Issabayev & Rizvanoghlu, 2019).

2. Price rise in the world commodity markets in post-
crisis period has allowed numerous countries (Columbia,
Gabon etc.) increasing ad valorem rates as royalty as
well as the royalty for the volume of the extracted raw
material. Unequal price rise stipulates further differentia-
tion of the tax rates and royalty depending upon the mi-
neral type (Hogan, 2008).

3. Under conditions of the economic growth and in-
creased demand for mineral resources, countries with the
developing markets (Brazil, Ghana, Indonesia etc.) use
special fiscal tools as a key source of income. In this
context, amount of tax incomes outsprips the economy-
wide dynamics (Parcero & Papyrakis, 2016).

Developed countries (the USA, Canada) try to reduce
negative impact of the taxation of mineral extraction
revenue by intensifying stimulating functions of univer-
sal fiscal tools (i.e. income tax), increasing neutrality of
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special fiscal tools (excess profit tax, royalty for income),
and intensifying transparency of the process of tax pay-
ment by subsoil users and their administration by the
authorized taxation bodies.

4. Beginning from 2010, popularity of the mixed ta-
xation scheme (taking into account the extracted raw
material and project profitability) is growing that makes
it possible to minimize risks of state fiscal losses and
risks of project attractiveness decrease due to the exces-
sive taxation for an investor (Denmark, Norway, the
Netherlands). Moreover, in federative countries (the
USA, Canada), rent taxes become increasingly the reve-
nue source not for central government but for local
communities; thus, those payments become target ones
(Van Alstine & Barkemeyer, 2014).

5. For the recent decade, a divergence between the
developed countries and the countries with the develo-

ping markets has been intensified as for objectives of
mineral extraction taxation. Necessity in the additional
financial resources for the budget of the countries with
developing markets is the main problem of the “short-
sightedness™ of taxation policy and cause of using up
mineral extraction profit that explains fiscal orientation
of the mining taxation system in such countries (Va-
gonova & Volosheniuk, 2012).

Enforcement of the rights for future generations as
the main long-term non-fiscal taxation objective in the
developed countries explains target nature of the mineral
extraction revenue sent to so-called “wealth funds” (Hil-
son, 2012). Table 1 represents a list of the most im-
portant funds of that kind.

Thus, in terms of modern economic processes, a
problem of fair and efficient distribution of mineral ex-
traction revenue is of special importance.

Table 1. International stabilization funds formed at the expense of financial deductions from mineral extraction, at the end of

2016 (in the order of assets decreasing) (Sovereign wealth fund, 2019)

Country Fund name Assets, bln USD Resource
State
Norway State Pension Fund — Global 1002.0 Oil
Kuweit Kuwait Investment Authority 642.0 Oil
Saudi Arabia SAMA Foreign Holdings 514.0 Oil
Qatar Qatar Investment Authority 320.0 Oil
Saudi Arabia Public Investment Fund 183.0 Oil
Iran National Development Fund 91.0 Oil
Russia Russian National Wealth Fund 76.3 Oil
Kazakhstan Kazakhstan National Fund 64.7 Oil
Brunei Brunei Investment Agency 40.0 Oil
the UAE (federal) Investment Fund 34.0 Oil
Azerbaijan State Oil Fund of the Republic of Azerbaijan 33.1 Oil
Oman State General Reserve Fund 18.0 Gas
Eastern Timor Petroleum Fund of Timor-Leste 16.6 Gas
Chile Economic and Social Stabilization Fund 14.7 Copper
Algeria Revenue Regulation Fund 7.6 Oil
Oman Oman Investment Fund 6.0 Oil
Mexico Oil Revenues Stabilization Fund of Mexico 6.0 Oil
Botswana Pula Fund 5.7 Diamonds and minerals
Angola Fundo Soberano de Angola 4.6 Oil
Columbia Colombia Savings and Stabilization Fund 3.5 Oil and ore
Kazakhstan National Investment Corporation 2.0 Oil
Nigeria Nigeria Sovereign Investment Authority 1.4 Oil
Iraq Development Fund for Iraq 0.9 Oil
Venezuela FEM — Macroeconomic Stabilization Fund 0.8 Oil
Ghana Ghana Petroleum Funds 0.45 Oil
Gabon Sovereign Fund of the Gabonese Republic 0.4 Oil
Mongolia Fiscal Stability Fund 0.3 All minerals
Mauritania National Fund for Hydrocarbon Reserves 0.3 Gas
Regional

The UAE, Abu-Dhabi Abu-Dhabi Investment Authority 828.0 Oil
The UAE, Dubai Investment Corporation of Dubai 209.5 Oil
The UAE, Abu-Dhabi Mubadala Investment Company 125.0 Oil
The UAE, Abu-Dhabi Abu-Dhabi Investment Council 110.0 0il
The USA, Alaska Alaska Permanent Fund 64.9 Oil
Canada, Alberta Alberta Heritage Savings Trust Fund 13.4 Oil
The USA, Wyoming Permanent Wyoming Mineral Trust Fund 7.3 All minerals
The USA, Northern Dakota North Dakota Legacy Fund 43 Gas
The USA, Alabama Alabama Trust Fund 2.7 Gas
The USA, Utah Utah-SITFO 2.0 Minerals
The USA, Idaho Idaho Endowment Fund Investment Board 2.0 Minerals
The USA, Louisiana Louisiana Education Quality Trust Fund 1.3 Gas

Australia, Western Australia

Western Australian Future Fund 0.3

All minerals
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3. MODEL OF VERTICAL
DISTRIBUTION OF TAX RECEIPTS
FROM THE MINING INDUSTRIES

Speaking about the distribution of tax receipts from
the mining industries, it should be noted that despite
different fiscal systems, many countries with high re-
source potential have developed methods to distribute
local tax revenues. In the majority of cases, they mean
lowered level of the government interference into the
local budget administration and empowerment of the
local authorities with the possibility to use rent payment
and other revenues in the most efficient way — to satisfy
the needs of local communities. Similar model of budget
income distribution among all the levels of administra-
tion is known as a model of vertical distribution.

Following countries are among the ones which dis-
tribute tax revenues from the mining industries for the
account of local authorities: Brazil, Ghana, Indonesia,
Kazakhstan, Kyrgyzstan, China, Mongolia, the Philip-
pines etc. Governments of those countries distribute
budget revenues among all the local administration levels
(vertical distribution) (Otto, 2000). Table 2 represents
distribution of mineral taxes according to the levels of
state administration. In Table 2 other sources of income,
such as sales tax, dividends, and license payments are not
included into the table.

Table 3 represents vertical distribution of budget re-
venues from the natural resources in the developing
countries which distribute tax revenues from the mining
industries for the account of local authorities.

Data of the tables show that in terms of the most
countries, payments from mineral mining comes to the
national-level institutions; however, they are distributed
back to the mining areas and neighbouring territories. In
this context, some countries (Brazil, Indonesia, the Phi-
lippines, Mongolia, Kyrgyzstan) send a share of revenues
from mining to local budgets automatically using formu-
las based upon the objective indicators such as the
amount of population, amount of budget receipts from
the territories, poverty rate or geographical position.

Table 2. Distribution of mineral taxes according to the levels
of state administration (Natural resource revenue

sharing, 2016)
2 8 > X
“: § i
Country State structure g“ 38 § g =
O g £ =
N S N S N S
Argentine Federal X x
Australia Federal x X" x o x*ox
Brazil Federal X X X
Canada Federal x oxox'oxo ox'ox
Chile Unitary X X
Chine Regionalized unitary X X
Congo Unitary x x x
Ghana Unitary x x x
India Federal X X x
Indonesia Regionalized unitary % x X X
Kazakhstan Unitary x x X
Kyrgyzstan Unitary x x
Mexico Federal X X X
Mongolia Unitary x x x
Myanmar Unitary x x X X
Peru Unitary x x X x
the Philippines Regionalized unitary x x x x™* X
Russia Federal XXX x
Southern Africa Unitary x x X
Tanzania Regionalized unitary x x
the UAE Federal x x X
Great Britain  Regionalized unitary x
the USA Federal x x o ox x* x
Note:

N — national government;

S — sub-national administration (state, province, regional or
municipal);

* — applied only within the territory of federal administration;

** _royalty are charged and excised only by the groups of
indigenous community and some local authorities.

For instance, in Mongolia, most revenues from min-
ing and oil sector are centralized; however, separate
development funds operate for each city, town or region.

Table 3. Vertical distribution of budget revenues from natural resources in the developing countries (Natural resource revenue

sharing, 2016)

Count Resource Revenue stream National - Governing bodies in_Municipal/district governments
Ty government the mining territories  producing  non-producing
Oil (apart from off-shore) Rent 12.6% 52.5% 26.2% 8.7%
Brazil Oil (apart from off-shore) SPecial participa- 5, oo, 40.0% 10% 0%
tion (some fields)
Ghana Minerals Royalties 91.0% — 9% 0%
Oil All 84.5% 3.1% 6.2% 6.2%
Indonesia Gas All 69.5% 6.1% 12.2% 12.2%
Minerals Royalties 20.0% 16.0% 32% 32%
e . 18% municipality;
0, 0, > 0,
The Philippines Minerals All 60.0% 8.0% 14% barangay 0%

In 2016, the Local Development Fund (LDF) was es-
tablished there; the Fund received royalty from the mi-
ning industry as well as the payments for issuing mining
licenses from the corresponding regions. At the same
time, at the level with the representatives of administrate
units, the LDF is responsible for making decisions con-
cerning the funds administration.
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Slightly different situation is observed in Kazakhstan
where tax revenue from oil sector is administered by the
National Fund while tax payments from the mining in-
dustry are controlled by national and local state institu-
tions without any special procedures.

Kyrgyzstan also distributes financial revenues from
the mining industries between national and local budgets.
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However, apart from standard taxes from mining activity,
local authorities also obtain a package of social benefits;
in some cases, company may offer local communities
additional compensations including monetary payments.

Alaska has managed to harmonize versatile interests
of the center and regions as well as business-structures
and regional community. The experience is considered to
be unique since a particular region of the country has
managed to provide rather high level of common wealth
mostly owing to the well-balanced and reasonable social
and economic rent policy.

Corresponding system of the mineral use taxation is
the important constituent of the mechanism to provide
social welfare as a result of income redistribution.

There are following taxes at the territory of the state
(Alaska’s oil and gas..., 2012):

— mineral extraction tax — net profit from the extrac-
tion is subject to tax at the rate of 15% (in 2014, the tax
reached 75% according to the progressive scale). The tax
provides about 88% of the state income from the oil and
gas extraction;

—royalty (compensation payment of the state for the
right of natural resources ownership) — in the majority of
cases, there is the rate of 12.5%;

— property tax is 2% from the value of the property
required for the field development; corporate tax is 9.4%;
environmental pollution charge during oil extraction is
USD 0.05 for each barrel.

Major share of the tax payments is sent to the state
budget (Common fund) to cover government expendi-
tures. At the same time, 25 — 50% of the funds received
owing to the resources taxation are sent to the specially
established fund (Alaska Permanent Fund).

Basic principle of the taxation policy in terms of the
income of the resource sectors of the economy is in the
establishment of optimal rent climate which both stimu-
lates the production and maximizes the income paid to
the government (in the form of taxes).

In general, practice of the redistribution of rent in-
come in the state of Alaska has its advantages and disad-
vantages (Bazaleva & Kaznacheev, 2015).

Advantages include the establishment and efficient
functioning of the special fund — Alaska Permanent Fund
and the Constitutional Budget Reserve Fund. It was the
establishment of those two Funds that made it possible to
solve the problem of surplus profit redistribution (i.e.
natural resource rent), accumulation of funds, and effi-
cient management of the accrued capital.

Disadvantages of the practice demonstrated by Alas-
ka are in the development of maximally favourable tax
scheme for enterprises (mostly, oil ones) which are tight-
ly connected with the government. As a result, there are
certain agreements between legislative power of the state
and oil industry in favour of the latter.

Thus, the state of Alaska demonstrates economic and
social efficiency of the system of natural resource rent
receipt and use along with the unclear specification of the
ownership rights with the following rent diffusion.

Below, there are examples of the developing coun-
tries when budget receipts obtained at the central level
may be received locally within the areas they originate
from or the neighbouring territories.
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4. DISTRIBUTION OF THE MINERAL
EXTRACTION REVENUE IN TERMS
OF THE DEVELOPING COUNTRIES

4.1. Kazakhstan

In Kazakhstan, different institutions are responsible
for tax administration. Kazakhstan National Fund regu-
lates budget receipts from oil and gas sectors. In fact, that
institution accumulates direct tax payments from the oil
and gas sector; the payments account for 72.6% of the
total state budget receipts (Natsional’nyy otchet...,
2017). In particular, the National Fund is established to
ensure oil-selling revenues and balance national and
regional budgets. Both the government and executive
municipal bodies administrate budget receipts from the
mining industry.

Reports on the expenditures of the National Fund as
well as national and local budgets are published by the
Ministry of Finances in statistic bulletins. Despite the
fact that the government publishes the information on
those financial operations, details concerning the formu-
las to calculate budget receipts distribution are not re-
vealed. Moreover, changes are being constantly intro-
duced into the tax rates. For instance, in 2011, mineral
extraction tax was 7%; however, in 2014, it was reduced
down to 5%. Basic local taxes paid by the subsoil users
are as follows: emission tax, tax for the corporate vehi-
cles, property tax, social tax, and land tax.

According to the report by the EITI of Kazakhstan
(Natsional’nyy otchet..., 2017), in 2017, KZT 38.7 bln
(USD 283 mln) were allocated for social and economic
development of the regions by the subsoil users from oil
and gas as well as mining industries; in this context, only
oil and gas enterprises paid KZT 27.4 bln being almost
USD 151 mln (71% of the total amount). For instance, in
2017, Tengizchevroil — joint venture of Chevron, Ex-
xonMobil, KazMunayGas, and LukArco paid out more
than USD 372 mln to the local budgets.

4.2. Kyrgyzstan

According to the report by the EITI of Kyrgyzstan
(Otchet Kyrgyzskoy Respubliki..., 2015), in 2014, mi-
ning industry covered 8.4% of GDP. Moreover, in 2014,
40% of total export and 17% of total tax budget receipts
accounted for mining industry.

According to the changes stipulated by the local
government reform in 2012, authority and indepen-
dence of local government bodies have increased con-
siderably. In addition, new legislation on the distribu-
tion of budget receipts from the natural resources,
adopted in 2013, has resulted in greater local financial
receipts from the activities of mining enterprises. In
2014, the Regional Development Fund was established
to develop local infrastructure and support different
social and economic programmes.

Kyrgyzstan is divided into the regions consisting of
districts; the districts are subdivided into communities
(auls-aimaks). State budget functions at two levels: at the
national level and at the level of auls-aimaks; due to that
fact, they have their considerable responsibilities in terms
of the expenses.

National budget receives income tax, VAT, rent
payment, bonuses, excises, customs duties, administra-
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tive fines, and state capital dividends. Taxes being sent
automatically to the local territories include land and
property taxes, administrative fines, and budget receipts
from the municipal property administration. All the auls-
aimaks receive 50% of the income tax from the selling in
terms of inter-budgetary transfers. In addition, auls-
aimaks, within which territory mining enterprises oper-
ate, receive 50% of rent payment from the mineral ex-
traction (except gold, oil, and gas), 3% of the licensure
payment, and 3% of the auction payments (Otchet Kyr-
gyzskoy Respubliki..., 2015).

In addition, companies operating within the regions
with rich resources, pay 2% rent payment known as the
“payment for the development and support of local infra-
structures”. That payment is distributed among certain
auls-aimaks (20%) and national budget (80%) for further
distribution among other auls-aimaks through the Re-
gional Development Fund. In its turn, corresponding
fund is divided into smaller funds in terms of regions and
districts to support projects aimed at the development of
communities. As a rule, objectives of those payments are
to help the communities with economic progress and
development of local infrastructure. Auls-aimaks rich in
mineral resources and located within the territory of
mining regions are given certain social support; in some
cases, companies may offer local communities additional
compensations including monetary benefits.

4.3. Mongolia

Mongolia is considered a significant world producer
of gold, copper, and coal. 16.7% of GDP is accounted for
the mining industry. Major share of the revenues from
mining and oil sector is centralized. In particular, gov-
ernment of the country receives rent payments from the
mineral extraction and company income tax. Authorities
of the regions and districts (aimaks) receive funds
through the Common Local Development Fund (CLDF).
The CLDF gets financing owing to the redistribution of
the share of state budget income to support and provide
sustainable local development. According to the report
by the EITI of Mongolia, the Fund has several sources of
income, i.e.:

—5% of total VAT amount for goods and services
(except the import);

— 5% of rent payment from the mineral extraction;

—grants and financial foreign aid to support local
development;

— transfers from the lower-level budgets to the upper-
level budgets as well as 30% of rent payment from the oil
sector (Mongolia twelfth EITI Report, 2018).

Besides, there are certain funds for the development
of each town, city, region etc. It should be noted that
local development funds receive finances allocated from
the CLDF, additional revenues (accumulated at the ex-
pense of tax increase and cost saving), grants and dona-
tions from foreign funders, 10% of the fund balance after
rent payments transferring from the entities dealing with
state projects implementation, and 50% of the payment
for the licensure for exploration and development of
mineral resources. Moreover, local authorities are in-
volved in issuing the licensure — they are consulted with
while issuing the licenses for mining activity.
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According to the EITI of Mongolia in 2017, local de-
velopment funds received the income of MNT 105.9 bln
(USD 53 mln) including 70.4% of VAT (rate of 25%),
18.2% of the payment for mineral extraction licensure
(rate of 5%), and 5.9% of VAT for oil extraction (rate of
30%) (Mongolia twelfth EITI Report, 2018).

Nevertheless, the approach is characterized by several
disadvantages. In particular, the available system of dis-
tribution basing upon the amount of population has re-
sulted in much higher level of funds allocation for the
capital which is also considered to be the richest region.

In addition, the country has the Fund of Human
Potential Development aimed at the accumulation of
savings and additional reserves from the mining sector.
The Fund has following sources of income (Mongolia
twelfth EITI Report, 2018):

— dividends from the sale of the government stock of
entities which have mining licenses;

—65% of rent payments from the entities which
extract mineral resources;

— net profit from the investments into the Fund.

4.4. China

Resource tax being a part of Chinese tax system and
being collected from the subsoil users (Kuklina, Chzhu
Syaotsin, Sun’ Yuysyu, & Se Tyan’chen, 2014) was
introduced into the tax system of the People’s Republic
of China in 1984. Both business entities and individuals
dealing with mineral extraction within the territory of the
country (including the offshore zone of China) pay that
tax. Initially, resource tax was collected only in case of
coal, oil, and natural gas extraction. In 1988, the tax
began to be collected from the iron ore extraction and,
further, from the extraction of salt, non-ferrous metal
ores, non-metal ores, rare earth elements etc. Cost (in
case of oil and natural gas) or amount (for other mine-
rals) is the taxation basis (Kuklina & Gao Tsze, 2005).

Major share of the resource tax in the PRC is sent to
regional budgets except the tax receipts from oil and
natural gas extracted in the offshore zone of China — they
are sent to the central budget. All the organizations and
sole proprietors involved in mineral extraction and salt
production within the territory of China are to pay re-
source tax (Sun’ Yuy, 2010).

The tax rate is set for the weight/volume of the ex-
tracted minerals; it varies depending upon the type and
development method (Table 4).

Table 4. Resource tax rates in the PRC (Tax on the use..., 2019)

Taxation object Tax rate

Crude oil 8.0 -30.0 CNY/t
Natural gas 2.0-15.0 CNY/1000 m?
Coal 0.3-5.0 CNY/t

2.0-30.0CNY/t
0.4-30.0 CNY/t
0.5-20.0 CNY/t/ 1000 m?
10.0 - 60.0 CNY/t
2.0-10.0 CNY/t

Ferrous metal ores
Non-ferrous metal ores
Other non-metal ores
Hard salt

Liquid salt

In 2010, China initiated reforms in the sphere of min-
ing taxation stipulating gradual refuse to use tax rates
from the extraction amount and introduction of ad
valorem rates (ad valorem tax). Since November 1, 2011,
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ad valorem rates for oil and natural gas extraction has
been introduced over the whole territory of China along
with the abolishment of the specific excise collected
while developing oil within the continental shelf (Shira,
2016). Within the structure of Chinese tax revenue, re-
source tax accounts for less than 1% being rather low
index taking into account considerable resource potential
of the PRC (Zhang, 2014).

However, Chinese practice as for the resource tax
distribution to the different-level budgets may be applied
in Russia. In terms of China, almost all the sum of tax in
terms of hard minerals and carbohydrates extracted
within the mainland is sent to regional budgets being
additional source for territorial development. As for
Russia, 100% of MET from widespread mineral depos-
its, 100% of MET from diamonds, 60% of MET from
other types of minerals are sent to regional budgets. At
the same time, federal budget receives 100% of MET
from carbohydrates including natural gas and 100% of
MET from the minerals of Russian continental shelf,
exclusive economic zone beyond the RF territory. Thus,
the majority (in money terms) of MET share is sent
to the federal budget leaving rather small sums of tax
receipts for the regions.

5. CONCLUSIONS

Comparison of the taxation practices of both deve-
loped and developing countries demonstrates that if in
the USA tax receipts into regional budgets bypass federal
center, in case of the developing countries (Mongolia,
Kazakhstan, Kyrgyzstan) major share of the mineral
extraction receipts is centralized being distributed imme-
diately from the center. In our opinion, state budget re-
ceipts from the mineral extraction should be sent to the
local budgets. Finally, financial resources go back to the
mining regions; however, it is hard to say whether those
funds correlate to the payments made by the companies
operating in those regions. Simply stated, there is no
direct correlation between the payments by a certain
company into the state budget and final amount of funds
received by the budget of a region, district or community
within which territory that company operates.

Thus, analysis of the international practices to apply a
mechanism of redistribution of mineral extraction in-
come aimed at the improved social welfare allows dra-
wing certain conclusions.

There are following principles of the efficiency of the
system of mineral extraction revenue redistribution:
specification of the ownership right of all the parties of
economic relations within the civil (social) form of own-
ership for natural resources; support of the balance in the
interests of the involved parties along with the prevention
of domination of certain groups (if necessary, they may
be even forced to operate for the purpose of social wel-
fare); possibility of social control of the operation of all
the institutions and elements of the system, access to the
information on the results of their functioning.

Appropriate resource-use taxation system is the im-
portant component of the mechanism aimed at provision
of social welfare as a result of redistribution of the mi-
neral extraction revenues. Establishment of optimal tax
climate, stimulating the production and maximizing the
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income which share is redistributed in favour of the so-
ciety to cover all the local administration levels, is the
basic principle of that system.

Government acts as a leader in the formation of the
mechanism to distribute mineral extraction revenue.
Specialized funds are the efficient tool of state policy,
especially while solving the problem of funds accumula-
tion and efficient administration of the accrued capital
aimed at social welfare. Their detailed analysis may be
rather prospective issue for further studies.
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PO3IOALT 1OXOAIB BII BUJOBYTKY KOPUCHHUX

KOITAJIUH: OI'JiAA MI"KHAPOJHOT' O 1OCBIAY
B. Uypin, H. Buconpka, 0. Cizosa, O. [laninina, J{. ['openos

Merta. BuBueHHs1 OCHOBHUX NPHHIMIIIB Ta YMOB €(DEKTHBHOCTI CHCTEMH IEPEpO3INOIUTy JOXOIIB Bifl BUIOOYTKY
KOPUCHHUX KOIIAJIMH, Y TOMY YHCIi B KpaiHax 3 HEBUCOKHM piBHEM 100po0yTy.

Metoauka. Y JOCHIPKEHHI BUKOPHCTaHUI METOJ SKICHOTO Ta KUJIbKICHOTO aHajli3y HayKOBOI JIITepaTypH, JaHUX
IHcTuTyTYy ynpasminas npuponaumu pecypcamu (Natural Resource Governance Institute (NRGI)), HamioHamBHIX 3BiTiB
3a cranmaproMm [HimiatuBu mpo3opocTi BunoOyBHUX ramyseit (Extractive Industries Transparency Initiative, IT1/10),
BIIKPUTHX DKepen y Mepexi [HrepHeT. Posrismamucs pekMMH OMONATKYBaHHS JOXOMIB Bil BUAOOYTKY KOPHCHUX
KOTAJIMH 1 HAlOLIbII 1X BaXKJIMBI TEHIEHIIT IPOTATOM OCTaHHIX POKiB. JlociiKyBaBcs po3IoIis MOJaTKiB Ha KOPUCHI
KOTIAJIMHY 32 PIBHAMH JeP’KaBHOTO YIPABIIiHHSA, @ TAKOXK BEPTHKAIBLHOTO PO3IOALTY OIOJDKETHHX HAIXOKEHb BiJl IIpU-
poaHux pecypciB. Sk 00’ €KT OCHTiPKEHHS 00paHi KpaiHu, 10 PO3IOAUIAIOTh TOJATKOBI HAIXOKEHHSI Bijl BUI0OYBHUX
rajy3ei Ha KOPUCTh OPTaHiB MiCIIEBOTO CaMOBPSITyBaHHSI.

Pe3yabraTu. BcraHoBieHo, mo asist GUIbIIOCTI KpaiH ruiaTexi BiJ BUIOOYTKY KOPHUCHHX KOIAJIMH HAaJIXOITh JI0 1H-
CTUTYTIB 3araJlbHOHAILIIOHAIBLHOTO PiBHS, OJJHAK PO3MOJUISIOTHCS Ha3al Ha Micls BUa00yTKy abo B JIOBKOJIHMIIHI pano-
HU. BinzHaueHo, mo Jeski KpaiHW NepefaloTh YaCTHUHY 3 JOXOJIB BiJ BHUIOOYBHHMX Taly3eil 10 MiICLEBHX OIOIKETiB
ABTOMAaTHYHO, BUKOPUCTOBYIOUH (OPMYJIH, 1110 0a3yI0ThCs Ha 00’ €KTHBHUX 1HIMKATOPaxX, TAKUX SIK KUIbKICTh HACEJIeH-
Hs1, 00CsITH OI0PKEeTHUX HAJXO/DKEHb 3 TepUTOpii, piBeHb OiqHOCTI abo reorpadivHe MojaoxeHHs. BusBieHo, 1o OCHOB-
HUM TPUHIAIIOM CHCTEMH OMOJATKYBaHHS BHKOPHCTAHHS PECYpCiB I 3a0e3redeHHs CyCHUIbHOTO T00po0yTy € BCTa-
HOBJICHHSI ONITUMAJIEHOTO PEKUMY OIOJATKYBAHHS, IO 3AJIMIIAE CTUMYJIH 0 BUPOOHHLTBA i, B TOH K€ 4ac, MaKCHMI3ye
JIOX1Jl, YaCTHUHA SKOTO MEePEPO3IOAUIIETHCS Ha KOPUCTH CYCIUTECTBA MK yCiMa MiCIIEBUMH PIBHSIMH YIPABITiHHS.

HaykoBa HOBHM3Ha moJjisrae y MOpIBHSUIbHOMY aHaNi3i Ta BUSBICHHI OCOOJIMBOCTEH HOBITHIX IaHUX PO3IMOILTY
O0/DKETHUX HAJXO/DKEHb BiJl IPUPOIHHUX PECYPCIB HA MPUKIIAl KpaiH, 10 PO3BUBAIOTHCSI.

IIpakTH4yHAa 3HAYMMIicTh. Pe3ylbTaT MOXXYTh CHPUATH HAYKOBOMY OOIPYHTYBAaHHIO CTpaTerii po3Mnoily JOXO-
JIB BiJl BUJOOYTKY KOPUCHHX KOTAJHH, IJIAHYBAaHHIO PO3BUTKY MiHEpaJbHO-CUPOBUHHOTO KoMILIeKcy Kpain Cepes-

73



V. Churin, N. Vysotskaya, Yu. Sizova, E. Danilina, D. Gorelov. (2019). Mining of Mineral Deposits, 13(2), 66-74

HBOI A3ii, a TAKO)X MOXKYTbh OyTH KOPUCHUMHU TIPH OLIHII €(hEKTUBHOCTI IHBECTUIIHUX MTPOEKTIB OCBOEHHS POJIOBHII]
KOPUCHHX KOTIAJIMH.

Kniouogi cnosa: xopucni Konanumu, 0noOamky8amHs, NPO30PicMb BUOOOYSHUX 2any3ell, PO3NOOil NOOAmKis,
010021cemui Ha0X00IHCeHHS

PACITIPEAEJEHHUE JOXOA0B OT JOBbIYH ITOJIE3HBIX
HNCKOHNAEMBIX: OB30P MEKAYHAPOJHOTI'O OIIBITA

B. Uypun, H. Briconkas, FO. Cuzona, E. anununa, 1. ['openos

Ieas. M3ydeHre OCHOBHBIX NPUHIMIIOB ¥ YCIOBHH 3()(HEKTUBHOCTH CHCTEMBI IIepepacipeiefieHust JOX0J0B OT JI0-
OBIYM TTOJIE3HBIX CKOIIAEMbIX, B TOM YHCIIE B CTPaHaX C HEBBICOKUM YPOBHEM 0J1ar0COCTOSIHUSL.

MeToauka. B uccinenoBaHuM UCTIONB30BaH METOJI KAYECTBEHHOI'O M KOJIMUYECTBEHHOTO aHAlIN3a Hay4YHOI JTuTepary-
pHl, 1aHHBIX MHCTUTYTA yripaBienus npupoansiMu pecypcamu (Natural Resource Governance Institute (NRGI)), Hau-
OHAJIBHBIX OTYETOB IO CTaHAAPTy MHUIMATHUBBI Mpo3padHoCcTH AoObiBatomux orpacieit (Extractive Industries Trans-
parency Initiative (MI1/10)), OTKpBITBIX HCTOYHUKOB B ceTH VHTepHeT. PaccMaTpuBaInch pesKMMbl HATOTOOOI0KEHHS
JI0XOJIOB OT NOOBIYM TIOJIE3HBIX MCKOMAeMbIX M HauOojiee MX BaXKHbIC TCHACHIMH HA MPOTSDKCHUH IOCICAHHUX JIET.
HccnenoBanock pacripezieseHusi HaJOrOB Ha MOJIE3HBIE MCKOIIAEMBIE 110 YPOBHSIM TOCYJapCTBEHHOTO YIPaBIICHHMS, a
TaK)Ke BEPTUKAIBHOTO paclpeneeHus OIKETHBIX MOCTYIUICHUH OT MPUPOJHBIX pecypcoB. B kadecTBe oObeKkTa HcC-
ClIeIOBaHUs BBIOPaHBI CTPaHbI, KOTOPBIE PACIIPEACIISIOT HAJOTOBBIE MOCTYILICHHS OT JOOBIBAIOIIMX OTPACICH B OJIB3Y
OPraHOB MECTHOTO CaMOYIPaBJICHHS.

Pe3ysbTaThbl. Y CTaHOBIIEHO, YTO JIs GONBIIMHCTBA CTPAH IUIATEKH OT AOOBIYH MOJIE3HBIX HCKONAEMbIX ITOCTYIAIOT
B MHCTHUTYTHI OOIIEHAIIMOHAIBHOTO YPOBHS, OAHAKO pacIpelessIoTCs 00paTHO Ha MecTa AOOBIYM WM B OiH3JIexKaIine
paiionbl. OTMEUEHO, YTO HEKOTOPBIE CTPaHbI MEPEAAIOT YacTh C JOXOJOB OT NOOBIBAIOIINX OTpacield B MecTHbIe Oro-
JKEThI aBTOMATHUECKH, HCIIOJIb3Ys (POPMYJIbI, KOTOpbIEe 0a3UPYIOTCS HA OOBEKTHBHBIX MHIMKATOPaX, TAKUX KaK KOJIMYe-
CTBO HaceJIeHHsl, 00beMbI OI0PKETHBIX MOCTYIUIEHHI C TEPPUTOPUH, YPOBEHb OSTHOCTH WIIN TeorpadruecKkoe IoJIoxkKe-
HHe. BBISBICHO, YTO OCHOBHBIM MPHUHIMIIOM CHUCTEMBI HAJIOTOOOJIOKEHHUS UCIIONB30BaHUS PECYPCOB Ul 00eCHeYeHUs
OOILECTBEHHOTO OJIArOCOCTOSHUS SIBIISICTCS YCTAHOBJICHUE ONTUMAJIBHOTO PEXHMMa HalIOrooOJI0KEHHs, YTO OCTAaBISIET
CTHMYJIBI K IPOMU3BOJICTBY H, B TO K€ BPEMsI, MAKCUMH3HPYET J0XOJ], YaCTh KOTOPOTO IEpepaclpeesnsieTcs] B MoiIb3y
00LIeCTBa MEX/Ty BCEMH MECTHBIMH YPOBHSIMH YIIPABICHUSL.

HayuHnasi HOBM3HA 3aKJIIOYACTCSl B CPABHUTEILHOM aHAIW3€ U BBISBICHHH OCOOCHHOCTEH HOBEHINMX JaHHBIX pac-
npeeNie st OI0KETHBIX OCTYIUICHUH OT MPUPOIHBIX PECYPCOB Ha NPUMEPE Pa3BUBAIOILMXCS CTPAH.

IIpakTHYecKkasi 3HAYUMOCTb. Pe3ynbTaThl MOTYT CIIOCOOCTBOBATH HAyYHOMY OOOCHOBAHHUIO CTPATEIMU pacmpere-
JICHUS JOXOAOB OT JOOBIYM IOJE3HBIX MCKOINAEeMbIX, IUIAHHPOBAHHIO Pa3BHTHS MHHEPAIBHO-CHIPHEBOTO KOMILIEKCA
crpad CpenHeil A3um, a Takke MOTYT OBITh IOJIE3HBI IIPH OLEHKE (P (HEKTUBHOCTH HHBECTUIIMOHHBIX IPOEKTOB OCBOE-
HHS MECTOPOXKACHUH TOJIE3HBIX UCKOIIAEMBbIX.

Kniouesvle cnosa: nonesuvie uckonaemvie, Han02000104ceHUe, NPO3PAUHOCb A0OLIBAIOWUX ompaciel, pacnpede-
JleHue Hanozos, D100 cemuble NOCMYNAeHUs
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