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Royalty Management Systems can Extract More Value
from Mines

=] 6th Dec,2024

Mineral royalties are the lifeblood of resource-rich economies, forming a critical revenue
stream for governments while ensuring fair compensation for resource extraction. However,
managing these royalties effectively is no easy feat, given the intricate processes, regulatory
compliance, and need for transparency involved. This is where a robust Royalty
Management System (RMS) steps in, revolutionizing how mineral royalties are administered
globally.

Understanding Mineral Royalties

Mineral royalties are payments made by mining companies to governments or landowners
for the right to extract resources. The royalty rate often depends on factors such as resource
type, extraction volume, market prices, and pre-agreed terms. Globally, approaches to
mineral royalties vary significantly. For instance, Australia imposes a mix of ad valorem
(value-based) and specific (volume-based) royalties while South Africa employs a revenue-
based formula linked to profitability. While these frameworks aim to strike a balance between
incentivizing mining operations and maximizing public benefit, implementing them efficiently
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is fraught with challenges.
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Challenges in Royalty M anagement

The landscape has its share of challenges:

Revenue Leakages: Complexities in calculating royalties can lead to underreporting or
misreporting by operators, causing revenue shortfalls.

Regulatory Compliance: Different jurisdictions impose varying tax structures, making it
difficult for mining companies to ensure compliance.

Data Silos: Fragmented systems for tracking production, pricing, and payments hinder
accurate assessments.

Transparency and Trust: Public skepticism often arises from perceived discrepancies in

royalty collection and utilization.

What arethe benefits?
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When designed royalty management system delivers multifaceted advantages:

¢ Transparent and accurate revenue distribution
Reduced administrative overhead

Minimized legal disputes

Enhanced financial planning capabilities
Improved stakeholder trust

CSM Tech’sexperiencein Royalty
Management System in Kenya

CSM Tech has partnered with the Ministry of Mining in Kenya to launch the
transformative RMS, a game-changer in modernizing the management of mining
royalties. This cutting-edge digital solution is designed to bring unparalleled
transparency, efficiency, and regulatory compliance to the sector, reshaping how
royalties are calculated, tracked, and audited. At the heart of the RMS lies seamless
integration. By uniting licensing data, production records, and market pricing, the system
automates royalty calculations, ensuring accurate and timely payments. Mining companies
will experience simplified reporting, while governments can count on improved compliance
and reduced revenue leakages. This streamlined approach not only saves time but also
builds trust among stakeholders.

The RMS centralizes data management, offering real-time insights into mining operations,
production volumes, and financial transactions. It also connects with the Cadaster system,
providing comprehensive licensee details to ensure that all stakeholders have access to
precise, up-to-date information. This integration fosters collaboration and accountability
across the mining value chain. Moreover, the RMS strengthens the integrity of the mining
sector by automating audits and inspections. Non-compliance and underreporting are
flagged instantly, with penalties calculated and enforced efficiently. By embedding
accountability at every step, the system ensures fair practices while upholding the highest
standards of governance.

With the RMS, CSM Tech and the Ministry of Mining are setting a new benchmark for
transparency and efficiency, paving the way for a more sustainable and accountable mining
industry.

The pathway ahead

Royalty management systems are more than mere financial mechanisms; they are the
sophisticated bridges connecting resource extraction, economic development, and
sustainable growth. For resource companies, governments, and landowners, investing in
robust, intelligent royalty management is no longer a luxury—it's an absolute necessity in our
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increasingly interconnected global resource economy.
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