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ACT

To impose a royalty on the transfer of mineral resources and to provide for matters
connected therewith.

E 1T ENACTED by the Parliament of the Republic of South Africa, as
[atlows:—
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Definitions

|
“h

L. (1) In this Act. unless the context indicates otherwise—
“Administration Act™ meuns the Mineral and Petroleum Resources Royalty
(Adminisiration) Act. 2008,
“earnings before interest and taxes™ means carnings before interest and 1axes
mentiopned in section 5; 30
“extractor” means 4 person mentioned in section 2;
*gross sales™ mcans gross sales mentioned in section 62
“Income Tax Act” means the Income Tax Act, 1962 (Act No. 38 of 1962);
“Mineral and Petroleum Resources Development Act™ means the Mineral and
Peiroleum Resources Development Act. 2002 (Act No, 28 of 2002); 35
“mineral resource” means a mineral or petroleum as defined in section 1 of the
Mincral and Petroleum Resources Development Act, regardiess of whether that
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mineral or petroleum undergoes processing (as defined in section | of that Act) or
munufacturing;
“person” includes an insolvent estate, the estate ol a deceased person and a trust;
“refined mineral resource’ means 4 mineral resource—
() hsted solely in Schedule 1 or
th) listed in Schedule | and Schedule 2 that has been refined to or heyond the
condition specified in Schedule T lor that mineral resource:
“Republie” means the Republic of South Africa and includes the sea as defined in
scction | of the Mincral and Petroleum Resources Development Act:
“royalty™ means the royalty imposed by this Act;
“transfer” means—
fu) the disposal of a mineral resource;
(h) the export of a mineral resource; or
(¢) the consumption. theft, destruction or loss of a mineral resource. other than by
way of {laring or other liberation into the atmosphere during exploration or
production,
il that mineral resource has not previously been disposed of, exported, consumed,
stolen, destroyed or lost:
“unrefined mineral resource” means s mineral resource
(a) listed solely in Schedule 2; or
(k) listed in Schedule | and Schedule 2 that has not been refined to or beyond the
condition specified in Schedule | for that mineral resource;
{2) Unless the context indicates otherwise, a word or expression to which a meaning
has been assigned in the Administration Act bears that meaning for purposcs of this Act.

Imposition of royalty

2. A person that wins or recovers a mneral resource from within the Republic must
pay a royalty for the benefit of the National Revenue Fund in respect of the transfer of
that mineral resource.

Determination of royalty

3.1 The royalty mentioned in section 2 in respect of the transfer of a refined minceral
resource is determincd by multiplying the gross sales of the extractor in respect of that
mineral resource during the year of assessment by the percentage determuned in
accordance with the formula in section 4(1).

{2) The royalty mentioned in section 2 in respect of the transfer of an unrefined
mineral resource is determined by multiplying the gross sales of the extractor in respect
ol that mineral resource during the year ol assessment by the percentage determined in
accordance with the formula in section 4(2).

Royalty formulae

4. (1) The percentage mentioned in section 3(1) is—
0.5 + |carnings before interest and taxes/(gross sales in respect of refined
mineral resources x 12.5)] x 100,

{2} The pereentage mentioned i seetion 3(2) is—
0.5 + [carnings belore interest and raxes/{gross sales in respect of unretined
muneral resources x 9)] x 100,

(3) (e} The percentage determined in terms of subsection (1) must not exceed 5 per

cent.
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(h) The percentage determined in terms of subsection (2) must not exceed 7 per cent.
Earnings before interest and taxes

3. (1) For purposes of the formula in section 4(1), “earnings hefore interest and
taxes™ in respect of a year of assessment means the aggregate of—
fa) 1he gross sales of the extractor during that year in respeet of refined mineral
resources: and
(b} so much of the amount allowed 1o be deducted from income in erms of the
Income Tax Act (whether in that year or a previous year of assessment) in
respect of the use of assets. or expenditure incurred, dircetly in respect of
mineral resources transferred on or after | May 2009 to win, recover und
develop those mineral resources to the condition specified in Schedule 1, as s
included 1n the income of the extractor during that year ol asscssment in terms
ol section 8(4) of that Act {disregarding the exception in respect of section
15(a) of that Act), but not including an amount that is received or accrued
{from the disposal of assels the cost of which has in whole or in part been
included in capitel expenditure taken inte account as mentioned in the
definiton of “capital expenditure incurred™ in section 36(1 1) of that Act,
less any amount which in terms of that Act is allowed to be deducted from the income
of the extractor during that year of assessment 1o respect of assets used or expenditure
incurred directly to win, recover and develop those refined mineral resources to the
condition specified in Schedule | for those mineral resources.
(2) For purposes of the formula in section 4(2), “earnings betore interest and taxes™
in respect of a year of assessment means the aggregate of—
{a) the gross sales of the extractor during that year in respeet of unrefined mineral
resources; and
(b) so much of the amount allowed to be deducted from income in terms of the
Income Tax Act (whether in that year or a previous year of assessment) in
respect of the use of assets, or expenditure incurred. directly in respect of
mineral resources transferred on or after | May 2009 to win, recover and
develop those unrefined mineral resources, as is included in the income of the
extractor during (hat year of assessment in terms of section 8(4) of that Act
(disregarding the exception in respect of section 15(z) of that Act), bul not
including an amount that is received or accrued from the disposul of assets the
cost ol which has in whole or in part been included in capital expenditure
taken into account s mentioned in the definition of “capital expenditure
meurred™ in section 36¢1 1) ol that Act,
less any amount which in terms of that Act is allowed to be deducied trom the income
of the extractor during that year of assessment in respect of assets used or expenditure
incurred directly to win, recover and develop those unrefined mineral resources to the
condition specified in Schedule 2 for those mineral resources.
{3} For purposes ol subsections (1) and (2). “earnings before intercst and taxes™ is
determined without regard o—
fa} any deduction in respect of a financia) instrument as detined in section | of the
Income Tax Act (other than an instrument that is an option contract. forward
contract or other instrument the value of which is derived directly or indireetly
with reference to mineral resources):
(b)) any deduction allowed in terms of section 11{a) of the Income Tax Act in
respect of the royaley;
(¢) (i) in the casc of mineral resources refined to the condition specitied in
Schedule 1 for those mineral resources, any deduction for expenditure
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incurrect in respect of transport. msurance and handling of those refined
mineral resources alter those mineral resources were refined to tha
condition or any amount reecived or accrued to effect the disposal of that
mineral resource; or
(it} in the case of mineral resources brought 1o the condition specified in
Schedule 2 for those mineral resources, any deduction for expenditure
incurred in respeet of transport, insurance and handling of those
unrelined mineral resources after those mineral resources were brought
o that condition or any amount received or acerued 1o efiect the disposal
ol that mineral resource;
fef)  any balance of assessed loss mentioned in section 2001 Y er) of the Income Tax
Act, unless the balance of assessed loss anses in respect of capital expenditure
taken into account for purposes ol paragraph 5(1) of the Tenth Schedule of the
Income Tax Act;
fe) any deduction allowed in ferms of section 241 of the Income Tax Act;
ifi any determination in respect of an impermissible tax avoidance arrangement
contemplated in Part TIA of the Income Tax Act: or
{g) any deductions contemplated in paragraph 5(2) of the Tenth Scheduole to the
Income Tax Act.

(4} (a} For purposes of determining “earnings before interest and taxes™ in the case
of a composite of refined mineral resources and unrefined mineral resources, the refined
and unrefined proportions of the composite mineral resource must be determined in
accordance with a method of reasonable apportionment that is consistently applied.

{b) For purposes of determining “carnings before interest and taxes™ . il the value of
the refined proportion of a composite mineral resource as determined in lerms of

suhsection (1) does not exceed 10 per cent of the total value of that composite mineral
resource. that composite mineral resource may be treated solely as an vnrefined mineral
resource. and il the value ol the unrefined proportion of a comiposite mineral resource us
so determined does not execed 10 per cent of the total value of that composite mineral
resource, that composite mineral resource may be treated solely as a refined mineral
resourge.

(3) For purposes of this section. if “earnings before interest and taxes™ is a negative
amount that amount is deemed o be il

Gross sales

6. (1) Gross sales in respect of a reflined mineral resource transferred
{a) asmentioned in paragraph {a) of the definition of “wransfer ™ in section 110 the
condition specitied for that mineral resource in Schedule 1 is the amount
received or accrued during the year of assessmient in respect of the transfer of

that mineral resource:
{b) as mentioned in paragraph (e} of the definition of “transfer™ in section 1 in a
condition other than that specified [or thal mineral resource in Schedule 1 is

the amaount that would have been reccived or accrued during the year of

assessment in respect of the transfer of thar mineral resource had that mincral
resource been transferred in the condition specified in Schedule | lor that
mineral resource in terms of a transaction entered into at arme's length: and

(e} as mentioned in paragraph (5) or (¢ ol the definition of “transfer™ in section
1 is the amount that would have been received or accrued during the year of
assessment in respeet of the transter of that mineral resource had that mincral
resource been transferred in the condition specified in Schedule 1 for tha
nineral resource in wrms ol a transaction eatered into at arm’s length.

{2) Gross sales in respect of an unrefined mineral resource translerred—
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