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Karamoja is one of the areas with the largest mineral poten�al in 
Uganda. Some of the minerals in the region include; limestone, urani-
um, marble, graphite, gypsum, iron ore, wolfram, nickel, gold, copper, 
cobalt, lithium, �n, gemstones, marble and rare earth elements.  
However like most mineral rich communi�es, there is already discon-
tent over how royal�es are collected from mining companies, how 
much is collected and what government exactly declares as the gener-
ated revenue. Concerns already abound that raw minerals extracted 
from Karamoja are not benefi�ng her people and local governments. 
For example, cases have been reported of law enforcement agencies 
impounding loaded trucks in the process of running away from 
payment of royal�es .Evasion of payment of royal�es persists in the 
Karamoja region and in other mining communi�es partly because the 
regulator is not able to monitor and supervise field ac�vi�es on a 
regular basis due to logis�cal and administra�ve challenges. 

The recent launch of the aerial survey to map out areas in the 
Karamoja region is a sign that concerns over payment of royal�es 
must be regulated  adequately, otherwise the likely discovery of addi-
�onal mineral wealth may never benefit the local Karimojong.
 
The Uganda Cabinet has approved the Mining and Minerals Bill 2021. 
The purpose of the Bill is to reform and strengthen the legal, regulato-
ry and ins�tu�onal frameworks to cater for mineral traceability, 
mineral cer�fica�on, value addi�on, mineral revenue management 
and the formaliza�on of Ar�sanal and small-scale miners among 
others.

One of the cri�cal issues highlighted in this 
report is how the proposed legal and regula-
tory framework can be framed to maximize 
returns from Uganda’s mineral endowment 
and more so benefit the Karamoja mining 
communi�es.

The study therefore interrogates ways 
through which royal�es can yield social and 
economic benefits and improve livelihoods of 
mineral rich communi�es in Karamoja. This 
may be achieved in part by ensuring an 
economically efficient mining industry, while 
at the same �me designing an appropriate 
collec�on and distribu�on mechanism for 
mineral royal�es. 

This report emphasizes that transparency, 
par�cipa�on, openness and accountability 
are linchpins in ensuring that royal�es are 
u�lized for the benefit of local communi�es.

The report highlights challenges and/ or constraints in the manage-
ment and administra�on of mineral royal�es which partly explains the 
persistent low levels of livelihood in Karamoja despite is rich mineral 
endowment.  Against this background, the report proposes a legal and 
regulatory framework that may contribute to maximiza�on of returns 
from Uganda’s rich mineral endowment and more so benefit the 
Karamoja mining communi�es. 

The study proposes ways through which royal�es can yield social and 
economic benefits and improve livelihoods of mineral rich communi-
�es in Karamoja. The report demonstrates that this may be achieved 
in part by ensuring an economically efficient mining industry, while at 
the same �me designing an appropriate collec�on and distribu�on 
mechanism for mineral royal�es.  In the final analysis, the report 
proposes recommenda�ons for effec�ve access and u�liza�on of 
mineral royal�es in Karamoja. The role of local governments and 
other stake holders to monitor and implement the collec�on and use 
of royal�es is emphasized.

This report emphasizes that transparency, par�cipa�on, openness 
and accountability are linchpins in ensuring that royal�es are u�lized 
for the benefit of local communi�es.

Executive
Summary

The Discovery of minerals always generates hope for a new era and a 
poten�al improvement in the livelihood of host communi�es. With 
exploita�on of mineral resources, na�onal governments are expected 
to generate revenue to improve their social services, infrastructure 
and upli� the na�onal economic outlook. The local communi�es 
located within the mineral rich areas also seek social economic bene-
fits from their resource. Evidence compiled by a research project 
carried out in Ghana in 2007, funded by the Interna�onal Council on 
Mining and Metals (ICMM), suggests that, per capita income in mining 
communi�es is generally moderately higher than in non-mining rural 
communi�es (ICMM 2007).

This is explained by a combina�on of the ac�vi�es of small-scale 
mining and also employment from industrial mines. As a result of 
mining opera�ons, there may be usually an increase in the procure-
ment of goods and services by the mining companies consequently 
adding value to the host communi�es. However, the ICMM report 
noted that most large mining companies tend to procure goods and 
services from outside immediate communi�es.

However, mining also presents challenges such as: inflow 
of migrants that can destabilize communi�es, rising inse-
curity, environmental degrada�on and pollu�on and 
displacement of local communi�es from their land . Addi-
�onally, as miners embark on the acquisi�on of acreage, 
this also raises challenges of unfair and inadequate com-
pensa�on for acquisi�on of surface rights and/or land and 
the lack of free prior informed consent. Due to the nega-
�ve effects experienced by mining communi�es, re-distri-
bu�on of a propor�on of state mining revenue to the 
direct benefit of such communi�es in form of royal�es 
becomes paramount.

However, available literature suggests that most mineral 
rich countries in Africa are faced with challenges in the 
administra�on and management of mineral revenues, 
such as corrup�on, lack of accountability and absence of 
transparency, prohibi�ve collec�on and administra�on 
costs, poor planning, unequal distribu�on of revenues, 
and infla�on as a result of overreliance on mineral wealth 
at the expense of other produc�on sectors hence under-
mining the country’s balance of trade. The transfer of 
mining wealth to mining affected communi�es may also 
cause fac�onalism and distrust, in some ways, a localized 
manifesta�on of the resource curse.

Introduction
Taking Mineral Royalties  to
Communities in Karamoja

The language used above indicates that the waiver may be 
intended to boost development and produc�on of specific 
minerals. Such a tax incen�ve/waiver may a�ract an investor 
compared to a host government levying that tax and spend-
ing so much to set up the investment -promo�ng ac�ons 
such as infrastructure set up etc. However, the law must 
ensure that such tax incen�ves are carefully designed to 
achieve their policy objec�ve effec�vely and efficiently. This 
can include delivering socially beneficial outcomes including 
training, employment, and supplier linkages to local commu-
ni�es. Care and cau�on are needed because studies show 
that “…incen�ves provided for specific firms create market 
distor�ons by providing some firms a compe��ve advantage 
over others, and by encouraging rent-seeking ac�vi�es. Tax 
incen�ves offered to poli�cally connected firms have 
suppressed effec�ve compe��on and the poten�al for job 
crea�on” 

The Mining Act 2003 provides that royalty payable which 
remains unpaid becomes a civil debt due to government and 
can be recoverable by civil ac�on . The Bill has added that 
the civil ac�on can be by summary procedure. However, civil 
ac�on is so hec�c and usually drags on for years, on average 
it takes three years to complete a civil suit, should either 
party appeal the decision of the court of first instance, it may 
take an addi�onal three to five years to complete the appeal. 

(3) Easy to administer: usually the only informa�on required is the 
sales volume of the mineral and the unit price. The la�er may be the 
price which the mine claims it received or, if this is considered unre-
liable, some independent reference price may be used such as the 
average monthly price published by the London Metal Exchange (or 
similar agency depending on the mineral).

(4) Companies benefit by repor�ng royalty payment as deduc�ble 
expenses. In most cases royalty payments are o�en treated as a cost 
when calcula�ng taxable profits for the purposes of taxes such as 
company income tax and excess profit tax. In these cases, royalty 
payments can be said to be “deduc�ble” against taxable profits. One 
jus�fica�on for this is if royal�es are considered a payment by the 
mining company for the use of mineral inputs. Such payments can 
be considered as a cost of produc�on and Companies benefit from 
the payment of royal�es in the sense that they are treated as 
deduc�ble expenses when compu�ng tax.

5)  Social licence to operate
Last but not least, it is important that mining companies pay the 
royal�es to maintain a good rela�onship with government and have 
the confidence of the land owners or lawful occupants of the land 
from which the mineral resources are extracted.

Data collec�on was undertaken by conduc�ng focused group 
discussions  and key informant interviews.  The par�cipants includ-
ed community representa�ves such as ; mining associa�ons, District 
technical officials, civil society organiza�ons , subcounty leadership 
and officials from the Ministry of energy and Mineral Development. 
Field interviews were conducted in Tapac and Rupa Sub County in 
Moroto District. The aim of the interviews was: To find out whether 
communi�es, owners or lawful occupiers of land access royal�es; 
and to find out whether paid royal�es are improving incomes and 
livelihoods and; to establish views and recommenda�ons on the 
most appropriate methods of collec�on, sharing and distribu�on of 
royal�es. 

Because of the tendency for mineral right holders to avoid tax, the 
Mining Bill provides that the Income Tax (Transfer Pricing) Regula-
�ons 2011 shall apply to mining transac�ons. Transfer pricing 
normally occurs where companies seeking to pay less tax include 
expenses on equipment and items transferred from their subsidiar-
ies to realize more deduc�ble expenses. The company will then 
deduct this expense in calcula�on of its income. This prac�ce reduc-
es the amount of royalty payable to the host country. Incorpora�on 
of the Transfer Pricing Rules is therefore �mely.

The likely taxes and fees due from mining companies to 
Government include: Capital Gains Tax, profit tax and 
royal�es, fines, excise tax, Value Added tax, withholding 
tax, customs du�es and property tax. The Uganda Reve-
nue Authority is the main body responsible for collec�ng 
and managing taxes paid to the central government, while 
the Ministry of Energy and Mineral Development specifi-
cally the Directorate of Geological Surveys and Mines 
(DGSM) is responsible for sector-specific levies.

All minerals obtained or mined in the course of prospect-
ing, explora�on, mining or mineral beneficia�on opera-
�ons are subject to the payment of royal�es on the gross 
value of the minerals based on the prevailing market price 
of the minerals at such rates as shall be prescribed .The 
royal�es are shared among the Government, Local Gov-
ernments and owners or lawful occupiers of land subject 
to mineral rights. The Government takes 80%, Local Gov-
ernments 17% and Owners or lawful occupiers of land 
subject to mineral rights get 3%.  The diabolical ques�on 
during some of the stakeholder engagements has always 
been whether or not the 3% share allocated to owners or 
lawful occupiers is adequate as to contribute to transfor-
ma�on of livelihoods of mining communi�es.

Schedule 2 of the Mining and Minerals Bill 2021 seeks to 
change the current royalty sharing formula as follows: 
Government takes 70%, Local governments take 15% and 
owners, lawful occupiers or bonafide occupants of land 
subject to mineral rights take 5%.

The assessed royalty must be paid within thirty days from the date 
of the assessment, and delay in payment a�racts an interest on the 
unpaid royalty at the rate of 2% per annum above the commercial 
bank lending rate as established by the Bank of Uganda, and the 
interest on any such unpaid royalty is not deduc�ble for purposes of 
assessing taxable income . Where royalty is not paid before the due 
date, the Commissioner is required to prohibit the holder from 
disposing of any mineral obtained or mined by him or her from the 
mining area concerned, or from any other mining area held by that 
holder, un�l all outstanding royal�es have been paid or un�l an 
arrangement has been made, acceptable to the Commissioner, for 
the payment of the royal�es. However, the Mining and Minerals Bill 
2021 has introduced addi�onal condi�ons: where the mineral right 
holder does not pay the royal�es payable within forty-five days, the 
Director of Geological Survey and Mines shall revoke the license or 
the permit; and in cases where there is a default in payment of the 
prescribed royal�es by a mineral right holder, the Commissioner 
General of Uganda Revenue Authority shall issue a No�ce in line 
with the Tax Procedure Code Act, 2014. 

The Bill also prescribes a penalty for nonpayment of royalty in a 
sense that any holder of a mineral right who disposes of a mineral 
a�er being no�fied to pay the royalty due; commits an offence and 
is liable, on convic�on, to a fine not exceeding one hundred thou-
sand currency points (UGX 2,000,000,000). 

The minister enjoys the right to waive payment of royal�es. Sec�on 
99 of the Mining Act 2003 empowers the Minister of Energy and 
Mineral development with approval of cabinet to waive part or all of 
the royalty. The law sets no condi�ons for such a waiver but rather 
gives a blanket authority which may be exploited to the detriment 
of the prospec�ve beneficiaries of royal�es. It should be noted that 
the Mining Bill has retained the waiver. The reason for the waver is 
if “it is expedient to do so in the interests of the produc�on of any 
such mineral”. 

Methodology
Methods of Data Collection
and Analysis

1.1.1  Literature Review. 

1.1.2 Focus group discussions (FGD) &
Key informant interviews (KIIs)

Royal�es have three main advantages: 

(1) Compensa�ng the resource owner for the loss of wealth as 
a result of extrac�on. This is made possible because they are 
charged on the value of the mineral extracted;

(2) A reliable revenue source: useful in influencing the �ming 
and riskiness of payments to the government. Revenues from royal-
�es are collected as soon as produc�on commences, regardless of 
whether the firm is profitable or not. Given that a mine may not 
start earning profits un�l many years later, this brings forward the 
date when tax becomes payable.

1.2  Why pay royalties?

Documents that were reviewed
include the following;

• The Mining Act, 2003. 
• The Mining Regula�ons, 2004.
• The Mining Policy 2018.
• The Mining and Minerals Bill, 2020 
• The Africa Mining Vision, 2009.
• Publica�ons

1. 1

The Africa Mining Vision is a policy framework that was 
created by the African Union in 2009 to ensure that Africa 
u�lizes its mineral resources strategically for broad-based, 
inclusive development. For royalty purposes, it establishes 
a progressive fiscal regime that can curb the loss of the 
con�nent’s mineral resources through tax evasion and 
avoidance and illicit financial flows. The vision document 
comprehensively addresses the challenges associated 
with harnessing Africa’s mineral resources for sustainable 
development, while striving to reflect global norms for the 
equitable governance of mineral sectors. 

The vision seeks to transform the con�nent’s mineral sectors in an 
inclusive, sustainable way. As such, its ambi�ons are consistent with 
other Pan-African development ini�a�ves such as the African Union 
Agenda 2063 whose aim is to see that the extrac�ve sectors plays an 
important role in domes�c resource mobiliza�on by capturing a 
greater share of resource rents .  Emphasis is placed on new 
contractual arrangements and legal instruments to facilitate 
increased par�cipa�on by local communi�es, as well as new reve-
nue derived from royal�es, income tax and other taxes.

The Extrac�ve Industries Transparency Ini�a�ve (EITI) is an interna-
�onal, mul�-stakeholder ini�a�ve that promotes transparency and 
accountability in the oil, gas and mining sectors through the disclo-
sure of government and company data in resource-rich countries. 
The EITI helps resource rich countries to strengthen efforts in ensur-
ing overall transparency in the sector, strengthen tax collec�on, 
improve the investment climate, build trust and create las�ng value 
from petroleum and mineral resources to their ci�zens.

In August 2020, Uganda formally joined the Extrac�ve Industries 
Transparency Ini�a�ve (EITI). This requires Government and 
IOCs/Mining companies to disclose all agreements and contracts. 
Under the EITI framework, companies publish informa�on on their 
payments to Government and the la�er publishes its receipts from 
the companies. In turn, this is expected to enhance openness, trans-
parency and accountability and ensure that extrac�ves revenues are 
u�lized for the benefit of the ci�zens especially local communi�es.

Regional and International
Mechanisms for Transparency
in the Mineral sector

2.2.1 African Mining Vision 2009

2.2.2 Extractive Industries
Transparency Initiative (EITI)

2.2

A mineral royalty is defined as a right to a share of income 
from mineral produc�on. Mineral royal�es are therefore 
paid by the owner or the operator of a mine to compen-
sate for natural resources that are extracted. Mineral 
royal�es are regular payments, usually based on the 
volume or price of minerals extracted, made by mining 
enterprises to na�onal states or other owners of mineral 
resources as considera�on for the right to exploit par�cu-
lar mineral resources.

 In Uganda where, mineral resources are vested in Gov-
ernment on behalf of the Republic of Uganda , en�tle-
ment to mineral royal�es as a right is not a given. Ar�cle 
244 states that mineral resources are run and managed by 
the state on behalf of its people.

This explains why royal�es in Uganda are divided among the central 
government on one hand and the local governments and owners or 
lawful occupiers of the land bearing the minerals, on the other 
hand. In most jurisdic�ons, royal�es are collected for the same 
reason, that is, payment to the owner of the mineral resource in 
return for the removal of the minerals from the land. In contrast, in 
some civil law na�ons where minerals are owned by owners of 
individual parcels of land, the legal basis for a royalty paid to the 
state is a payment for a con�nued right to mine, with no actual or 
implied mineral ownership by the state.

The Cons�tu�on of the Republic of Uganda provides that Parliament 
shall make laws regula�ng the exploita�on of minerals and the shar-
ing of royal�es arising from mineral exploita�on. It further goes on 
to state that minerals and mineral ores shall be exploited consider-
ing the interests of the individual land owners, local governments 
and the Government . However, Sec�on 83 of the Mining Act s�pu-
lates that in case the lawful owner or lawful occupier of land takes a 
share of royal�es, such owner/occupier loses the right to seek com-
pensa�on from the mining company for the disturbance, damage to 
the surface of the land, or any damage to the trees, crops, buildings 
damaged during the course of opera�ons. It must be stated out 
rightly that this provision not only denies communi�es the right to 
protec�on from depriva�on of property guaranteed under Ar�cle 
26 of the Cons�tu�on, but also falls short of apprecia�ng that the 
formula and basis for calcula�ng mineral royal�es is at variance with 
factors to consider when compensa�ng for lost or damaged proper-
ty.  Royalty payments accrue whether or not loss or damage arises 
as a result of mining opera�ons while on the other hand, compensa-
�on arises as a result of actual loss, damage and/or disturbance to 
life and/or property or upon agreement by the par�es affected and 
the mineral right holder.

National and
International Regimes

Governing Royalties

2.1 The Legal Frame Work
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Calcula�on of royalty mainly takes different types of royal-
ty instruments, which vary in accordance with how risk is 
distributed between the company and the state .
The first is the Profit-Based Royalty: This tax is calculated 
by mul�plying the Royalty Rate by the Net Profits derived 
from the mineral. This instrument is most sensi�ve to 
mineral price fluctua�ons, but also slower to provide 
revenue to the state as there is no tax un�l an enterprise 
is profitable.

The second is the Gross Value-Based Royalty: This is calcu-
lated by mul�plying the Royalty Rate by the gross market 
value of the mineral produced as calculated by a pre-de-
termined en�ty. It’s an ad valorem royalty based on the 
percentage of the value of produc�on of a mining project. 
This royalty provides a steady revenue stream and is easy 
to administer, but it is not sensi�ve to price fluctua�ons.

The third instrument is the Net Value-Based Royalty. This tax, o�en in 
the form of a Net Smelter Return Royalty, allows deduc�on of certain 
produc�on and selling costs, such as smel�ng and refining. This 
instrument provides some sensi�vity to fluctua�ons in mineral price, 
as the Net Smelter Return is calculated by subtrac�ng applicable 
costs from Gross Market Value. As that value drops, so will the tax.

The fourth is a straight Unit-Based Royalty. Because of its fixed 
nature, this royalty is o�en thought to be most appropriate for 
industrial minerals and certain minerals sold in bulk, like coal. These 
unit- or value-based tax instruments charge a fixed price per pound, 
kilo, ton, or other unit of produc�on.

Contrasted from the flat royalty where a mineral company pays a flat 
rate, there is the Sliding-Scale or step scale Royalty, where periods of 
high profitability for the company would result in increased royalty 
payments. In Uganda royalty payment is based on the gross value of 
the minerals based on the prevailing market price of minerals .

Fiscal regimes
Governing Collection

of Royalties

3.0

As discussed above, royalty on any mineral produced in Uganda is 
payable by a holder of the mineral right concerned within a period not 
exceeding thirty days a�er assessment by the Commissioner . A 
licensed mineral dealer must also pay royalty within thirty days a�er 
buying or coming into possession of the mineral concerned, except 
where royalty has already been paid on the mineral.

Assessment of royalty is done by the Directorate of Geological Surveys 
and Mines (DGSM) and the collec�on is done by Uganda Revenue 
Authority. The assessment involves finding out the quan�ty and grade 
of the mineral and a royalty is applied basing on the prevailing market 
rates. The value of a precious metal or a non-precious mineral is 
deemed to be the latest price on the London Metal Exchange or any 
other Metal Exchange or market as known to the Commissioner and 
in the absence of proof to the contrary, gold shall be deemed to be 
ninety-five per centum fine .

The formula applicable is:

Assessment and
Collection of Royalty

3.1

Gross value = amount of mineral X grade X dollar rate X value of mineral on the market
Royalty = royalty rate as shown in table 1 X gross value

Where: Gross value– total value of mineral mined.
Amount of mineral-amount of mineral assessed.

Grade– the percentage of purity in the ore/mineral if refined.

Dollar rate– exchange rate between the Uganda shilling and
a dollar for that day.

Value of mineral-value of mineral on the interna�onal market.

Royalty– amount of royalty to be assessed.

Rate – rate as set out in the law.

The following royalty rates apply to holders
of mineral rights or mineral dealers:

(a) on precious metals;

(b) on precious stones;

(c) on base metals and ores;

(d) on graphite

(e) on vermiculite;

(f) on coal; including peat;

(g) on kaolin, limestone, chalk or gypsum;

(h) on marble, granite, sandstone and other dimension stones;

(i) on pozzolanic materials;

(j) on phosphates;

five (5%) per centum of the gross value;

ten (10% ) per centum of the gross value;

five (5%) per centum of the gross value;

five (5%) per centum of the gross value;

Shs.10,000/ = per tonne;

Shs.5,000/ = per tonne;

Shs.5,000/ = per tonne;

Shs.5,000/= per tonne;

Shs.1,000/ = per tonne.

Shs.10,000/ = per tonne.

The distribu�on of royal�es is s�ll plagued with
challenges, including the following: 

One of the key features relates to Withdrawals from the 
Petroleum Fund, which can only be made under authori-
ty granted by an Appropria�on Act and a warrant of the 
Auditor General—(a) to the Consolidated Fund, to 
support the annual budget; and (b)to the Petroleum 
Revenue Investment Reserve, for investments. Based on 
this, we strongly recommend encoding a law regula�ng 
mineral revenue collec�on and applica�on. Addi�onally, 
we recommend that the Uganda Revenue Authority 
disburse royal�es directly to a proposed mineral devel-
opment fund.

Local ins�tu�ons receiving the funds lack proper 
accountability mechanisms and clarity on what these 
funds should be spent on. The need to streamline the 
distribu�on of royal�es to communi�es is hence of para-
mount importance. 

Mining does a lot of physical and social damage to com-
muni�es hence it is important to allocate a specific sum 
of revenues accruing from royal�es to use for projects 
that are explicitly designed for improving local economic 
development, and to compensate for the social and envi-
ronmental costs of mining. This support should go 
beyond the 3% allocated through royal�es, as significant 
social, economic and environmental impacts are felt by 
the local communi�es as a result of mining ac�vi�es. 
 

There is a clear responsibility for the Local Government to distribute 
the 3% of royal�es promised to those living on the land (briefly iden-
�fy the laws,etc.). However, this becomes more complex as further 
direc�ves are made concerning this and the prac�ce of actually 
alloca�ng royal�es and ensuring that communi�es receive them is 
not regular. …

It remains unclear, therefore, how decisions are made concerning 
the alloca�on and objec�ves of the received royalty. Moreover, 
payments from year to year are erra�c, and there has been no audit 
of the funds. For this reason, the report recommends that the 
Mining and Minerals Bill should dedicate sec�ons/chapter to the 
management of mineral revenues.

The Mining and Minerals Bill 2021 and the Mining Act 2003 are 
silent on management of mineral revenues. A leaf should be 
borrowed from Chapter 8 of the Public Finance Management Act 
(PFMA, 2015) that regulates deposit, management, investment, and 
expenditure of petroleum revenue. The chapter among others 
provides for the Establishment of the Petroleum Fund, Collec�on 
and deposit of petroleum revenues into the Petroleum Fund, regu-
lates withdrawals from the Petroleum Fund, provides for transfer of 
oil revenues to the Consolidated, repor�ng and accountability and 
Parliament’s oversight on the Petroleum Fund.

The distribu�on of royal�es is s�ll plagued with
challenges, including the following: 

i. 3% royalty share out of the 17% is too li�le for the
 grassroot communi�es considering that they house the
 mining opera�ons. This was echoed by a number of
 community representa�ves during field interviews.

ii. 3% royal�es is never delivered to the exact communi�es
 where land owners are affected; 

iii. The proposed royalty formula in the Mining and Minerals
 Bill 2021 is also viewed as too li�le to benefit the mineral
 host communi�es in Karamoja and host communi�es
 demand for a 60% share of the mineral royalty.

iv. Influen�al members of some associa�ons are full of
 interests that antagonize delivery of community services. 

v. Poli�cians also seek to influence management of community
 -based forums.

The crea�on of new district administra�ve units has 
led to an overlap where some mining communi�es 
were curved out and relocated to new districts not 
home to mining ac�vi�es has le� the relocated com-
muni�es insis�ng on a share of mineral royal�es. For 
example Ka�kekile( Ka�kekile was part of Tapac  which 
is a mining subcounty. Ka�kekile was parceled to 
another district which is not a mining area and as such 
Ka�kekile can longer qualify for a share  of royal-
�es)used to receive royal�es.

The scramble for minerals has led to forma�on of 
different associa�on who compete for legi�macy to 
receive mineral royal�es. Although there are conflicts 
between community groups, it would seem the most 
appropriate  model for accessing royal�es in Karamoja 
is for communi�es to first get organized in associa�ons 
in order not to miss out on royal�es especially since 
most people do not own private lands.

Communi�es blame district authori�es for failure to sensi�ze them 
on royal�es. The prac�ce is that when district authori�es receive 
royal�es from the central government, the informa�on is published 
on no�ce boards for the community to access and announcements 
are also made on radio to inform communi�es. However, this mode 
of communica�on is not accessible to everyone. To improve the 
dissemina�on of this informa�on, it is recommended to engage/in-
form local council chairpersons and various groups such as the 
elderly, youth, women and other community-based associa�ons in 
the area. 

Most interviewees expressed the need for a quick disbursement of 
royal�es to the communi�es. The Mining Act does not make a 
provision for �me frames within which royal�es at the community 
level should be dispersed. Policy documents require efficiency at all 
stages of mineral administra�on and management. Whereas royal-
ty benefits must be remi�ed �mely, it is clear that the central Gov-
ernment delays this process.  On average, delays take up to three 
months but can take up to two years. The Mineral Policy, 2001 and 
Mineral Policy 2018 are underpinned by the principle of efficiency 
in the management of mineral resources and the revenues accru-
ing therefrom.   In line with policy principles and objec�ves, inter-
viewees also expressed the need for royal�es to be sent to local 
governments on a monthly basis .“…In Tapac sub county, royal�es 
are managed by community driven trusts (Tapac Ini�a�ve for 
Community Development (TICODEP)).

By February 2019, the trust had awarded 15 students’ scholarships, 
however, the sub county had spent two years without receiving 
royal�es…”  .  

There should be a consistent model of benefi�ng com-
muni�es such as se�ng up infrastructure and other 
special services like schools and health centers while 
bearing in mind that but that upon applying the gener-
ated money to put up some infrastructure, the com-
muni�es migrate to other areas where minerals get 
discovered. For example, communi�es have le� 
behind boreholes and moved to other places where 
minerals have been discovered. Models consistent 
with the nomadic pa�erns in Karamoja have the 
poten�al to minimize unequal distribu�on of resourc-
es and concentra�on of services in a few selected 
areas. In 2016, KAD used the royal�es to construct 
latrines and plan�ng of trees. Even though they under-
stand that KAD applies the money to community proj-
ects such as conserving the environment, the par�ci-
pants said they are not regularly updated on the asso-
cia�on ac�vi�es.

Field interviews revealed that in some cases, royalty 
payments are used to advance educa�on of the host 
communi�es. For example Moroto district paid ten 
million Uganda shillings to Moroto High school as 
tui�on…” These are good measures that should be 
applied at the right �me and right places, hence the 
need to develop a community revenue benefits 
scheme integra�ng key func�ons such as; maternal 
health care and village health centers among others. 

Access and Use of
Royalties in Karamoja

4.0

Local Governments have devised an uncertain regime for sharing 
and distribu�on of royal�es.  The 3% royalty is being remi�ed to 
the grassroot communi�es. Akol Michael, Chairperson LC III 
Ka�kekile revealed that some sub coun�es such as Ka�kekile start-
ed receiving royal�es in 2008. However, due to lack of weigh bridg-
es, there is no uniform criteria of ascertaining the payable royal�es. 
Sub coun�es also levy fees on trucks that transport minerals and 
the fees levied depend on a par�cular subcounty . The Mining Act, 
2003 governs the administra�on of royal�es in Uganda. However, 
there is no codified regula�on on the distribu�on of royal�es in the 
local governments/local communi�es.

By February 2019, it was only two sub coun�es Tapac and 
Ka�kekile, which were ge�ng royal�es in Moroto District through 
an associa�on called Ka�kekile Ac�on for Development (KAD). 
Other areas, had not received anything. It also emerged that a lack 
of land �tles s�fle people’s ability to assert their right to access 
royal�es.

It was established through data collec�on that the 3% royal-
�es entrusted with  Community trusts or community associ-
a�ons, is never distributed to the actual lawful occupiers 
and owners of land. Yet the land ownership system in the 
area en�tles  everyone the opportunity to benefit   .  Much 
of the land in Karamoja is communally owned implying that 
every member of the community should benefit from the 
royal�es accruing from mining opera�ons thereon.

However, the clan system being predominant in Karamoja, in 
absence of formal structures (trusts or associa�ons) clans 
take center stage. A par�cipant revealed that “management 
of royal�es is at the clan level’’. And when it comes to shar-
ing, even if you are living on a piece of land that has minerals 
and you do not belong to that clan, you will not receive any 
royal�es” . The foregoing shades some uneven ground and 
points out that in some instances, receipt of royal�es is 
punctuated by social exclusion on grounds of clan and 
ethnicity. 

Absence of a clear criteria for access and management of  
royal�es is yet another challenge for members in communi-
�es in Karamoja. Interviewees ques�oned how the 3% share 
of local communi�es is managed. For example, whereas the 
interviewee was comfortable with developments made in 
Nabuyin and Singila where minerals were mined, it was 
revealed that the members of the communi�es did not 
know the basis of giving out the money to miners and youth 
groups on loan schemes. In a focus group discussion at Singi-
la village, Ka�kekile Sub County, all par�cipants revealed 
that despite registering in KAD Associa�on, none of the 
members ever received the money in person. They a�ribute 
the communal land system of land ownership as a hindrance 
to people receiving the royal�es in person. 

Challenges in
collecting royalties

3.2

Government does not have the capacity to administer and collect 
even the declared royalty. For instance, the Office of the Auditor 
General’s (OAG) report of 2019, indicated that the Ministry of 
Energy and Mineral Development collected UGX 10,503,398,902 in 
respect of mining royal�es. However, a review of reports from the 
Customs and Excise Department of Uganda Revenue Authority 
(URA) indicated that Government should have collected UGX 
70,193,258,898 in royal�es, using the applicable rate of 5% from 
gold, tantalum and tungsten . There is need for provision of a clear 
legal, regulatory and ins�tu�onal framework for proper administra-
�on and follow up of royalty payments by the different government 
agencies.

There is limited opera�onal capacity in collec�on of royal�es: the 
assessment is based on monthly returns submi�ed by the holder of 
the mineral right concerned and any other informa�on obtained 
during field inspec�on yet there are not enough field inspec�ons 
carried out to ascertain the mineral quan��es produced.

There is no water �ght system to ensure that that the holder 
of a mineral right submits authen�c returns. However, the 
Bill has introduced the Mineral Protec�on force to among 
others counter smuggling of minerals and royalty evasion.

Local governments situated where the minerals originate 
are not given a role in inspec�ng, tracking and declara�on of 
the extracted mineral. Yet the Ministry of Energy is under-
staffed to make a thorough tracking and inspec�on of the 
extracted minerals. In most cases, it has been reported that 
investors have declared false amounts of gold and financial 
gains from transac�ons. These false declara�ons and/or 
under declara�ons deprive public tax revenues, mineral 
rents and royal�es.

In Karamoja, the MEMD has not set up weigh bridges on the 
major routes where bulky and expensive minerals such as 
marble, gold, pozzolana, limestone and other metals are 
transported.

There is a lack of coordina�on between the various Govern-
ment ins�tu�ons, and a failure to share the collected data. 
As a result, the Ministry of Energy and Mineral Development 
cannot ins�tute a proper verifica�on mechanism.

Prac�ce direc�ves such as the Presiden�al direc�ve scrap-
ping payment of royal�es on gold in a bid to a�ract foreign 
direct investment into the sector minimize smuggling of 
precious metals undermines collec�on of royal�es. This 
direc�ve inadvertently undermined the royalty collec�on 
efforts considering that gold a�racts 5% royalty hence 
reducing the amount of royalty that would be due to the 
communi�es.

DGSM compiles verified produc�on sta�s�cs upon which basis it 
assesses the mineral royalty due from every mineral right holder 
licensed to exploit and/or process minerals from their ore. These 
sta�s�cs are compiled on a monthly basis. The DGSM then grants the 
mineral right holder(s) a Bank Payment Advice Form of the Uganda 
Revenue Authority (URA) whose mandate is to collect Non-Tax Reve-
nues accruing from royal�es. When the royalty is collected, URA 
retains a 80% share of the money collected for the Government and 
remits 20% to the Ministry of Energy and Mineral Development 
(MEMD) which maintains a record at the DGSM of the royalty actually 
paid as evidenced by URA payment receipts. MEMD subsequently 
publishes the royal�es due to each mining district in the print media 
and requests Accoun�ng Officers of the different Local Governments 
to collect their share (17%) of the royalty collected from mineral 
exploita�on in their respec�ve districts through Ministry of Finance 
Planning and Economic Development. Owners or lawful occupiers of 
land subject to mineral rights are also no�fied to collect their share 
(3%) of the royalty due from the respec�ve district.

The Commissioner cannot issue an export permit for the export of 
minerals except only where the royalty due on the minerals has been 
paid or payment secured by form of a bank guarantee . The minerals 
can only be used locally only a�er the royalty due on the has been 
paid or secured in form of a bank guarantee. 

Interviews with the Inspector of Mines, revealed that 
yields from royal�es are low partly because mineral right 
holders do not file returns for assessment and therefore 
do not pay royal�es. In one case the inspector of mines 
followed the miners from Moroto up to Jinja and discov-
ered that the dealer had cheated Government over three 
hundred million Uganda shillings(Ugx300,000,000/=). This 
situa�on reveals capacity constraints in the administra�on 
of royal�es.

The mining companies are supposed to submit monthly returns to the ministry.
The returns show the minerals produced by the mining company-if any. 
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The interviews reveal that people feel no percep�ble 
benefit from the resources extracted from "their" land, 
despite the sharing of royal�es between the central 
government and the mining communi�es. There is 
considerable evidence that the use of this money is 
undermined by various forms of poli�cal and elite 
capture. Informa�on sharing could heal this gap. 

In most cases communi�es are not able to access infor-
ma�on on the royal�es paid. Under clause 233 of the Bill 
the Directorate of Geological Survey and Mines is 
charged with the duty to compile annual report detailing 
the sales and mineral receipts of each mineral commodi-
ty and product, by type of mineral right license and 
permit. This provision once passed shall form a basis to 
request for such an annual report from the Minister and 
the Directorate.

Non-Governmental Organiza�ons opera�ng in Karamoja 
must implement ini�a�ves aimed to improve ci�zen 
oversight and engagement in local poli�cs as this will 
help build social accountability. Ci�zen engagement will 
encourage more inclusive and par�cipatory democracy 
that enables local communi�es to inform and influence 
poli�cal process beyond only ac�ng as watchdogs for 
service delivery.

A good percentage of the royal�es is withheld at the district level, 
and the money is intended to deliver services to the community. 
However, it is a common prac�ce for district funds to be misappro-
priated due to a lack of audits, along with contract irregulari�es, 
inadequate tendering processes, unearned salaries, a failure to 
ensure the �mely removal of former staff from the payroll which 
leads to payments of unearned salaries. Mineral wealth is non-re-
genera�ve and will not con�nue indefinitely. It is therefore import-
ant for district authori�es to put in place mechanisms for proper 
financial accoun�ng of mineral wealth.

Mineral wealth should be able to catalyze local economic develop-
ment in communi�es affected by mining. While we lack extensive 
evidence, because of the difficul�es in undertaking more empirical 
research, 98% of our interviews revealed a widespread view that the 
use of royal�es’ wealth at a community level lacks basic accountabil-
ity and it leaves decision making in the hands of the local elites.

Uganda is signatory to the Extrac�ve Industries Transparency Ini�a-
�ve (EITI). As a result, it’s important to ensure that local authori�es 
and stakeholders in areas where raw materials are obtained are 
aware of the standards highlighted in the EITI. Sensi�zing and build-
ing individuals’ and authori�es’ capacity on the EITI is crucial to 
ensure that transparency on mineral ac�vi�es is maintained at the 
na�onal level. 

As a ma�er of good prac�ce, there should be calls for regular disclo-
sure of the revenues generated from the mining sector. Disclosure of 
contracts and licenses allows Ci�zens to quan�fy the net returns 
that the country receives from the explora�on and extrac�on of 
natural resources.

(a) Integrate mineral informa�on generated by the Directorate
 on mineral deposits into their development plan and par�cipate
 in the implementa�on of mining policies, laws and mineral related
 ac�vi�es in collabora�on with the Directorate

(b) License and regulate ar�sanal exploita�on of building substances
 in collabora�on with the Directorate

(c) Create awareness about mining ac�vi�es within their areas of
 jurisdic�on in collabora�on with the Directorate

(d) Facilitate dialogue between the local communi�es and mineral
 right holders

(e) Par�cipate in the resolu�on of disputes arising from mineral
 related opera�ons in collabora�on with the Directorate

(f) Local authori�es shall serve as facilitators, as far as is required,
 for reaching and complying with the community development
 agreements 

Local Governments play a cri�cal role in ensuring that benefits trick-
le down to the local communi�es. This has been emphasized in the 
Minerals and Mining Bill of 2020, where local governments’ roles 
include:  

Further engagement with local governments is required to ensure that they follow and implement these func�ons so 
that communi�es receive the real value of the benefits associated to mineral ac�vi�es.

ANNEX 1

TABLE SHOWING ROYALTIES GENERATED IN MOROTO DISTRICT 2019 -2020). 
Data obtained from Ministry of Energy and Mineral Development.
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