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1.0. DECISION REQUIRED:
1.1. Parliament is respectfully invited to consider and approve the waiver of Import duties, Import NHIL,

Import GETFUND, and Import VAT, EXIM levy, Special Import Levy, and other fiscal reliefs, estimated
at Ghana Cedi equivalent of Thirty-Eight Million, Six Hundred and Sixty Thousand United States Dollars
(US$38,660,000) to the Ghana Bauxite Company Limited (herein referred as ‘GBC’) which is applying
for special incentives under section 15 (1) of the Exemptions Act, 2022 (Act 1083).

1.1.2. In April 2, 2024, the President granted an executive approval for the waiver of Import duties,
Import NHIL, Import GETFUND, Import VAT and EXIM levy, and other fiscal reliefs, estimated at
Ghana Cedi equivalent of Thirty-Eight Million, Six Hundred and Sixty Thousand United States Dollars
(US$38.66 million) to the Ghana Bauxite Company Limited.

1.2. BAUXITE MINING INDUSTRY UPDATE

1.2.1. The bauxite industry witnessed considerable growth in 2022 mainly due to increased production
from China, Guinea, and Australia, Australia was the world’s leading bauxite producer, accounting to
more than 27% of the total output in 2022, The increase in output is primarily due to operational
improvement at mines such as Huntly and Willowdale and increased production from Weipa mining
division due to plant reliability at Amrun mine, coupled with the operational stability at Boddington after
the effect of bad weather conditions in the second quarter, 2022, (Source GlobalData report).

1.2.2. In addition, bauxite production from Guinea increased by more than 4% in 2022, primarily due to
the increase in production at the Boffa Bauxite mine and Garafiri project coupled with increased output
from Sangaredi mine, Bauxite production is further expected to accelerate due to the commencement of .
key projects including the Nhan Co Bauxite project in Da Nang, Vietnam. This project has a production
capacity of 590kt bauxite per annum and is scheduled to start production in 2025. (Soutce GlobalData

report)..

1.2.3. Bauxite is used for Aluminium, refractory, cement, abrasives production and others, which is
largely used in the transportation, construction, packaging, electrical, machinery equipment and

consumer goods industries.

1.2.4. The key players in the global bauxite matket ate as follows:
a) Alcoa Corporation
b) Notsk Hydro ASA

-+ ¢) South32 Limited

d) Aluminum Corporation of China Limited
e) Rio Tinto Limited
f) Others

Ghana Bauxite Company falls in category ‘f".

2.0, BACKGROUND OF GHANA BAUXITE COMPANY LIMITED:

2.1, Ghana Bauxite Company Limited (GBC) is the first operating bauxite mining Company in Ghana.
GBC started operations in 1941 as British Aluminum, It was incorporated in October 1974 and issued a
certificate to commence business in December 1974 under the Company’s Code of Ghana. It has operated .

under various ownership structures priot to the current one.
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2.2, GBC is jointly owned by the Ghana Integrated Aluminum Development Cotporation (GIADEC) and
a Ghanaian Consortium led by Ofoti-Poku Company Limited (OPCL). It began operations with a rated
capacity of 500,000 metric tonnes per annum and has undergone some upgtades to increase its production
capacity to 1.5 million metric tonnes per annum to meet changing and growing market demand for bauxite,

It owns bauxite resources covering an area of 29.39km?,

2.3, The mining operations of the Company (open cast mining, crushing, washing and tailings storage
activities) are carried out at Awaso in the Western North Region of Ghana,

2.4. Once the bauxite has been processed, it is hauled to the Takoradi Port, where it is stockpiled, awaiting
shipment to offtakes,

2.5 Ownership history
The diagram below shows the various owners of the company from inception to date. As indicated earlier

the company is now fully Ghanaian owned.




2.6. The diagram below shows the current shareholding structure.
Current shareholding structure

3.0, BENEFITS OF THE PROJECT TO THE ECONOMY OF GHANA

3.1. Employment and tax information

3,1.1. Ghana Bauxite Company Limited is currently 100 per cent Ghanaian-owned and managed. The
company employs over 700 Ghanaian employees, The investment of USUS$115 million for the
modernization and expansion of the mine is expected to result in the expansion of the current labour force
by 10% to 20%. The expansion will lead to 70% of the workforce coming from the local community and
a 40% increase in the recruitment of skilled middle and senior-level technical staff, The growth in the
labour force is expected to result in a 10% (GHS800,000.00 per month) PAYE increase to the

Government,

Tax Revenue to the Government
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Source; GBC Modernisation and Expansion Plan
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3.1.2. The USUS$115 million modernization and expansion investment in GBC is expected to position
the company for consistent profitability and liquidity. This will not only ensure that the company is
profitable but well-resourced to pay all tax obligations to the Government. Tax revenues are expected to
rise from US$1.64 million in Y1 to USUS$8.7 million by Y10. Payment of current taxes and outstanding
tax obligations are expected to also rise from US$3.4 million in Y1 up to US$10.0 million, The company
is also expected o pay more taxes every year than its current tax liability contributing to the government
revenue mobilization effort.

3.1.3. The expansion of the mine is anticipated to create more indirect job opportunities for local
businesses such as food suppliers, raw materials, and spare parts providets, as well as other service
providers. This is expected to have a significant positive impact on the local economy and boost the
potential earnings of individuals, enterprises, and households.

3.1.4. As a result of the expected increase in the workforce, the local population will also increase, and
the earnings of those employed will grow. Approximately 40% of these earnings are expected to be spent
in the local economy, creating a multiplier effect that benefits the entire community,

4, FINANCING REQUIREMENT:

4.1. Cost of financing:
GBC estimates it will require US$115.1 million to finance its modernization and expansion programme.
Detailed cost estimates for the various projects are as follows:

ESTIMATING FUNDING USUSS$ '000
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Total funding reqmred 115,192, 66

Source; GBC Modernisation and Expansion Plan




4.2, PROJECTED PROFITABILITY:
The investment of US$115 million is projected to significantly improve on the earnings of the mine. -
EBITDA is projected to be US$9.86 million in 2023 from historical position of US$1.96 million in 2022,
This largely is assumed to be achieved on organic investment approach, The projection for EBITDA in
Y1 after the proposed modernization and improvement programme is US$25.80 million. This is expected
to reach US$45.37 million by Y10 representing 26.62% of sales.

5.This means that the mine will have sufficient earnings to cater for interest and tax obligations when the
investment of US$115 is fully executed. Refer to the GBC modernisation document attached.

EBITDA & Margins
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4,2. GBC RELIEFS BEING SOUGHT:
GBC is seeking the following reliefs for their investment:

a.

b,
c.

™o

kX0

=

Exemption from import duties and taxes on equipment to be imported for the project. The
estimated duties and taxes total $16.4mn into equity.

Reduction in fuel levy by 50%

Exemption from Withholding Taxes on foreign services providers including shipping and
demurrage charges;

Exemption from WHT on intetest on private and foreign non-financial institutions loans
Reduced Royalties rate from 5% to 3% of gtoss proceeds;

Exemption from deemed realisation of gains and disposal of mineral rights and exemption from
deemed acquisition and disposal of assets between separate mineral operations;

Cotporate taxes at reduced rate from 35% to 30%

Convetsions of legacy CIT liability of $13.2mn into equity

Freeze on the payment of current tax obligations;

Cancellation of legacy debt of USUS$1.1 million owed to the Ghana Ports and Harbours Authority

(GPHA)
GPHA to maintain the stevedoring charges at US$2.21 per tonne.




5.0. JUSTIFICATION FOR GOVERNMENT SUPPORT:
51. GBC has applied to the Ghana Investment Promotion Center (GIPC) for Strategic Investors Status
under the Exemptions Act, 2022 (Act 1083) to enable it benefit from waiver of Customs duties and taxes

and other reliefs on plant, equipment, and matetials and others under the project.

5.2. Under the Exemption Act, 2022 (Act 1083) the Government of Ghana is to take a commensurate
equity stake in the investment project where specially negotiated tax exemptions are granted.
5.3, The Government of Ghana intends to support the waiver request to sustain employment and increase
resilience and to support competitiveness, innovation, and market diversification where relevant by GBC.
5.4. The interventions are based on the following reasons:

a) GBC is an indigenous bauxite company, and it is part of GoG’s mandate and policy to support

such ventures within the confines of the tax laws and other legislations;
b) The support will make the project more financially viable;
¢) Provision of employment (both direct and indirect) to the country and taxes in the areas of PAYE

and CIT and Royalties.

6.0. FISCAL IMPACT/TAX ASSESSMENT: :
6.1, The Ministry of Finance, working together with the Ghana Revenue Authority and GBC have
provisionally estimated the fiscal impact by way of potential revenue foregone by government in granting
these waivers and reliefs to support the modernization and expansion drive of GBC.

6.1.2. The Exemptions Act says all concessions should be converted into equity. The table below provides

the various concessions proposed:
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7.0, GBC VALUATION
7.1. The Ghana Bauxite Company (GBC) provided a valuation of the company which combined

discounted cash flow and maintainable earnings approaches. This valued the company at $1.447 billion.

Upon evaluating their methodology for the discounted cash flow approach, the Ministry had some
reservations. The projected statement of cash flows details loan repayments of only $2.4mn to the parent
company, howevet, given the parent company loan has an opening balance of $58.33mn at the start of

2023 and an interest rate of 12% this will result in the loan continuing to grow. This is while GBC projects

positive net cash flow and payment of dividends in these years when they are still allowing the parent
company loan to accumulate which in practice seets unlikely — rather they would seek to pay off the loan
first. Therefore, the debt servicing costs they used when calculating the company’s value should be higher

and as such the valuation lower,

7.2. Following from the above, we discounted the valued amount of US1.447 by a discount factor of
0.75% which reduced the valuation amount by 25% to $1.085 billion.

7.3, CONCESSIONS TO EQUITY CONVERSION
The concessions, US$38.66 million, when converted to equity would give an additional paid interest

equity of 3,56% in GBC given the GoG’s valuation of $1.085 billion.
This would increase the GoG’s stake in GBC to 23.56%.

8,0, CONCLUSION:
8.1 The above submissions, including the economic and financial analysis of the project indicate that it is

a'viable one and therefore worthy of Government supporf. Granting the requested fiscal concessions to
GBC will contribute significantly to the ability of mine to attract the needed investors, ensute business
continuity, ensure continuing employment, boost the prospect of Ghana achieving its integrated

Aluminium industry agenda as well as generate more revenue to GoG.

8.2 Parliament is respectfully invited to consider and approve the waiver of Import duties, Import NHIL,
Import GETFUND, Import VAT and EXIM levy and other fiscal reliefs to the Ghana Bauxite Company
Limited which is applying for special incentive under section 15 (1) of the Exemptions Act, 2022 (Act

1083).
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Attachment
1, Tax Assessment
2. Executive approval

3. Business Plan
4. Other documents (GBC acceptance-letter and agreement on the equity stake
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TAX ASSESSMENT
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LETTER FOR EXECUTIVE APPROVAL
REQUEST




REPUBLIC OF GHANA

OFFICE OF

THE PRESIDE

SECRETARY TO THE PRTA

@ 5
§

APPROV

e

N'MATERIALS, EQUIPMENT/MACHINERY AND OTHERS

Jubilea House, ‘Accra
Tel: +233 (0) 302 738 600
Tely +233 (0) 302 738 601

Digital Address: GA-000-0288
ret.to. DFS 1‘8’1\'3}{ \-9'3:.1
20d April, 2024

ITED AS A STRATEGIC INVESTOR

10T

ANA BAUXITE COMPANY L

I |refer to your letter dated 20t March, 2024, with reference number

MoF/TPU/ED/GBC/EA/02/24/1, regarding the above subject matter.

The Presls
Import G

ent has granted executive approval for the walver of Import duties, Import NHIL,

‘EUND and EXIM Levy, and other fiscal rellefs, estimated at Ghana Ced| equivalent of

Thlrty-Elght Million, Six Hundred and Sixty Thousand United States Polfars (US$38,660,000.00)
to the Ghana Bauxite Company Limited, which Is applying for speclal incentives under section 15
(1) of the Exemptions Act, 2022 (Act 1038).

I shall be ﬁgrateful if you could take requisite action on the above..

/we/ HON. MINISTER
MINISTRY OF FINANCE

ACCRA

ATIN: DR| MOHAMMED AMIN ADAM, MP

Cc

M

NANA BEDIATUO ASANTE
SECRETARY TO THE PRESIDENT

P

The Vice President
Jubllee House, Accra

The Chlef of Staff
Jubllee House, Accra

Secretary to the Cabinet
Jubllee House, Accra




COPY OF THE GBC BUSINESS PLAN
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