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WHO GETS THE RIGHT TO MINE?

HIDDEN OWNERS CREATE CORRUPTION RISKS
The licensing phase of a mining project is a critical 
moment when governments decide who will be granted 
the right to explore and extract the country’s resources. 
Governments are the custodians and gatekeepers of a 
country’s mineral wealth, which they are to manage in 
the public interest.

But when the owners and benefi ciaries of entities 
applying for a mining right are hidden, often behind 
opaque corporate structures, then governments and the 
public have no way of checking the company’s political 
connections, technical qualifi cations and compliance 
track record (due diligence). Complex corporate 
vehicles can also be a way for government offi  cials and 
their associates to hide their interest in projects over 
which they are making decisions (confl icts of interest). 
This creates signifi cant corruption risks.

The lack of access to adequate 
information on these corporate 
structures,  including on benefi cial 
ownership, ranks among the greatest 
corruption risks in the sector.

OECD, Corruption in the Extractive Value Chain.1

Corruption risks increase when the identity of those who 
own, control or benefi t from companies holding rights to 
a country’s valuable resource wealth is concealed from 
the public (hidden benefi cial owners). 

When the benefi cial owners of a company applying for a 
licence are not known, government offi  cials hiding 
behind that company can abuse their position of 
entrusted power for private gain to get a stake in the 
country’s mineral wealth. Hidden benefi cial ownership 
and weak integrity screening controls also make it 
easier for corrupt elites, known criminals and companies 
with a history of corruption or illegal behaviour to be 
granted mineral rights. This enables companies and 
individuals of questionable character, integrity and 
track record to penetrate the country’s mining sector 
- potentially increasing the likelihood of corruption. As 
a result, the integrity of the licensing regime and the 
mining sector as a whole may be severely jeopardised.

The evidence backs this up. Transparency 
International’s assessment of 18 resource-rich countries 
found that inadequate due diligence on licence 
applicants and weak mechanisms to prevent, detect 
and manage confl icts of interest on the part of licensing 
authorities were a major source of corruption risks in 
those countries.2

A review of over 100 oil, gas and mining licensing 
corruption cases found that over half involved 
companies with hidden benefi cial owners.3   
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WHAT CAN GOVERNMENTS DO?
Requiring licence applicants to disclose all their 
beneficial owners is an important first step. By 2020 
all 51 countries implementing the Extractive Industries 
Transparency Initiative (EITI) must compel the oil, mining 
and gas companies applying for or holding licences and 
contracts to publicly disclose their beneficial owners. 

But where there are no laws to prohibit certain types 
of individuals - such as government officials or 
corrupt entrepreneurs - from obtaining or benefiting 
from mineral rights, or where the laws are deficient, 
vague or ineffectively implemented, simply having 
more information about the company owners and 
beneficiaries will be insufficient to combat corruption 
risks. 

1. Implement a robust system for integrity 
screening

Governments can guard against corruption by having 
a robust system for screening the integrity and 
beneficial owners of entities applying or bidding for 
a mining licence. There are six fundamental steps 
for governments to take as part of a robust integrity 
screening system (see next page). 

2. Clearly define key terms

A robust framework for integrity screening depends on 
clear definitions of key terms in law. Beneficial Owner 
and Politically Exposed Person are the most important 
terms for governments to define. 

A beneficial owner is the natural person who owns, 
controls or benefits from the company that is applying 
for the mining licence. The legal definition of a beneficial 
owner needs to be drafted carefully. For large mining 
projects, even holding a 5 percent interest may yield 
benefits worth millions of dollars. A mining sector-
specific definition of beneficial ownership may be 
necessary.4   

The Natural Resource Governance Institute (NRGI) 
recommends that companies should be required to 
disclose their full ownership structure and the identity 
of all owners that meet their definition of “beneficial 
owner”, not just the ultimate owner.

A politically exposed person (PEP) is a member of 
government or their family or close associate. The 
definition of a “PEP” should include the following 
elements: 

An individual who holds (or held) a foreign or domestic 
public function, including a head of government, a 
minister, a politician, a senior government, judicial or  
military official, an agent involved in relevant sector 
administration, an official in a state-owned enterprise, 
a senior political party official, or their immediate family 
member or close associate. 

Governments need to provide clear guidance to 
applicants on what information they need to disclose 
in relation to these individuals. This should include 
guidance on how to deal with cases where the benefit 
will only be received in the future or where interests and 
ownership arrangements are held indirectly such as 
through trusts or offshore investment vehicles.

3. Adopt a tiered approach to screening 

Not all applicants pose the same level of integrity risk. 
An efficient and effective integrity screening system will 
run background checks that are only as extensive and 
in-depth as the corresponding level of risk. 

A tiered system adopts a risk-based approach to 
determine whether more extensive checks and 
verification are necessary, considering two key factors:

The risk profile of the licence: Is the licence for a high 
value mineral? Is it for exploration or production? Does 
the licence cover a large area? Is it for a 
large-scale project? Will the licence last a long time? 
If yes, the consequences of the licence falling into the 
wrong hands may be severe.

The applicant’s risk profile: Does initial screening 
and verification of disclosures reveal red flags such 
as missing or inaccurate information, uncertified 
documents, the presence of PEPs, unclear beneficial 
owners, or apparent conflicts of interests? Do 
independent background checks and due diligence 
raise cause for concern, for example are there media 
reports or information from other sources regarding 
poor anti-corruption and legal history?

The timing of the initial integrity screening is also 
important. The sooner in the awards process that a 
basic screen is done, the sooner problematic and 
concerning cases will be ruled out or uncovered for 
further checks and investigation. 

A tiered approach to screening is also sensitive to the 
resources of the administering government department 
and to smaller players who may be discriminated 
against participating in the mining sector if disclosure 
obligations are unnecessarily onerous.



Prohibit individuals in relevant parts of government from 
acquiring a licence or from acquiring a beneficial interest or 
ownership in a company that holds a mining licence.

Criminalise acts to influence, offer or pay any benefit to a 
public official in order to obtain an advantage in the licensing 
process.

Require licence applicants to disclose and certify information 
about the identity of their owners, their corporate structure, 
their anti-corruption and legal track record, and their status as, 
or relationship to, politically exposed persons (PEPs) as part of 
the licence application or bid.5   

Verify the beneficial ownership and PEP status information 
provided and screen applicants to determine whether there 
are corruption and integrity red flags which necessitate more 
thorough background checks into the applicant’s ownership 
and integrity track record.

Empower licensing officials to reject applications where 
serious red flags emerge in the screening process. Integrity 
considerations should provide a legal basis for taking 
preventative action to disqualify or reject companies that violate 
the prohibitions outlined in the first and second measures.

Publicly disclose verified information about the PEP status 
and beneficial owners of all companies applying for or granted 
a licence.

USING BENEFICIAL OWNERSHIP DATA TO COMBAT CORRUPTION
IN MINING LICENCE DECISIONS 
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WHAT ELSE IS NEEDED?
The following additional mechanisms help bolster the strength of this integrity regime:

• Post-licence disclosure obligations on companies before they transfer the licence or if they change ownership 
or relationship to PEPs. Licence transfers or changes in ownership or PEP relations should trigger a requirement 
for new integrity screening and government approval. This is important so that companies cannot circumvent the 
integrity screening mechanisms after they have acquired a licence.

• Heavy penalties on those who make false declarations, submit incomplete information or do not notify offi  cials 
about changes to ownership or PEP status. Penalties could include the rejection of the application, debarment 
from obtaining licences in the future and revocation of any licence(s) granted. 

• Watch lists or regular integrity checks on licence-holders that have been rated as high risk but not disqualifi ed.
• Pro-integrity safeguards within the government department or agency responsible for issuing licences to detect, 

prevent and manage confl icts of interest. Safeguards include mandatory declarations about income, assets and 
benefi cial ownership held, a statement of prior employment, and confl ict of interest screening and strategies to 
respond appropriately to the level of risk presented by a confl ict. 

• Demand-side sanctions that criminalise any attempt or act by a government offi  cial to solicit or accept a 
payment, gift or other benefi t in exchange for giving a person or company an advantage in the licensing process. 

By implementing robust screening mechanisms to make eff ective use of benefi cial ownership information, 
governments can make real strides in strengthening integrity and combatting corruption in their country’s mining 
sector.
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