
 
OVERVIEW OF MINING, MINERAL 

EXPLORATION AND INVESTMENT IN 

ERITREA 
 
 

By 

 

Seife M. Berhe Ph.D 

 

Andiamo Exploration Ltd 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Asmara, Eritrea 

September, 2018 
 

 

 

 

 



1 

 

1. Introduction 

1.1 Background 

 

Eritrea is rich in mineral resources and since independence substantial investment in mineral 

exploration has been on-going resulting in the discovery of important copper/zinc (volcanic 

massive sulphides) as well as gold deposits. 

 

It is agreed that Eritrea is moving towards a mining boom, and two basic reasons can be cited 

– one provided by Mother Nature and the other strictly man-made. 

First of all, mother nature. The Director General of the Department of Mines in the Eritrean 

Ministry of Energy and Mines, Alem Kibreab explains that a growing number of foreign 

companies are attracted to Eritrea because it sits on a patch of the Arabian Nubian Shield, the 

geological feature that stretches from Saudi Arabia and Yemen in the east to Sudan and 

Egypt in the west. “We are a small country, but over 60% of our land mass is covered by 

Nubian Shield rocks which are home to several rich gold and base metal mines in the region’. 

“The prospective geology of the area, combined with the recent promising discoveries and an 

attractive and competitive investment regime, makes Eritrea one of the most attractive and 

rewarding mining investment opportunities in the world,”  

On the human element, Nevsun’s CEO Cliff Davis, the gold and copper pioneer of Eritrea, 

emphasises the strong support from the Eritrean government. “The ministry has always been 

very supportive of the industry, and the State of Eritrea has demonstrated over and over again 

that it honours its commitments. They are long-term thinkers and are interested in developing 

their resources for the generations in the future.” 

Probably the most important contributing factor is the fact that Eritrea’s mining law is up-to-

date, attractive and competitive, and provides considerable benefits and incentives to 

investors. The law sets the government’s stake in any mining project at 10% with an option to 

buy a further 30% on agreed terms. 

It is anticipated that the recent rapid development of diplomatic relations with Ethiopia, 

Djibouti and Somalia and the Joint Declaration of Peace and Friendship between Eritrea and 

Ethiopia will augur the confidence of investment in Eritrea. 

Both leaders of Eritrea and Ethiopia are determined to close the very costly chapter, which 

also had a detrimental role in the Horn of Africa, and to make up for lost opportunities and 

create even bigger golden opportunities for their peoples; 

Recently Dr. Woldai Futur, the Minister of Investment of Eritrea addressed members of the 

Corporate Council on Africa, an association representing US businesses active on the 

continent during July 24, 2018. He cited agriculture, mining, tourism, fishing, and 

infrastructure as sectors the Eritrean government sees as priorities for its new policy of 

enticing US capital. His remarks are the latest signs that the rapprochement between Ethiopia 

and Eritrea is beginning to bear fruit. 
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. 

1.2 Country Highlights 

 

Independence  1993 

Capital  Asmara 

Main Ports  Massawa and Assab 

Population  4.5 Million (2010 est.) 

Culture  50% Islamic, 50% Christian 

Currency  Pegged to $ USD 

Politics  Single party state 

 No corruption 

 

Ranked 17: LEAST risky mining jurisdictions out of 72 countries worldwide. 

 Resource Stocks World Risk Survey 2011 

 

2. Eritrea’s Mining Law and Taxes 

 

2.1 Mining Law 

 

In order to attract investment in the mineral sector a Mining Act was promulgated during 

March 1995.  The Mining Act governs all mining operations in Eritrea and consists of three 

documents namely: 

 

 Proclamation to Promote the Development of Mineral Resources No.68/1995; 

 Proclamation to Provide for Payment of Tax on Income from Mining Operations No.  

69/1995; 

 Legal Notice No.  19/1995 Regulations on Mining Operations. 

 

The Mining Act was designed in such a way so as to be comparatively attractive to investors.  

It provides simple procedures for licensing and offers generous incentives.  The Eritrean 

Mining Law is found acceptable by most mining investors.   

 

2.2 Licensing in Eritrea 

 

Immediately after the promulgation of the new mining act, a model agreement and prospect 

area map were prepared and publicized worldwide.  Consequently many exploration and 

mining companies applied for prospecting and/or exploration licenses during 1996.  Out of 

the twenty foreign exploration/mining companies eight were granted licenses by the Ministry 

of Energy and Mines (MoEM) during the first round of licensing earmarked for the central 

highlands of Eritrea.  During the second round of licensing new areas were released in the 

western lowlands and four additional companies were issued with licenses.  Since then 

licenses have been granted on a first come first served basis.  As a result, licensees included 

big as well as small companies of different nationalities.   
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The licensing allows for: 

 Prospecting License 
 Valid for one year, not renewable, gives exclusive right to apply for 

Exploration License 
 Exploration License 

 Valid for 3 years 
 Renewable twice for one year with 25% reduction in area each time 
 In practice, Exploration Licenses have been renewed on an annual basis 

if adequate work has been done 
 Mining License 

 Valid for 20 years, renewable. 
 
 
 
 

2.3 Eritrean Mining Investment 

 

1. Accelerated depreciation –straight line method over 4 years on all capital and 

pre‐production costs 

2. Carrying forward of losses –up to 10 years 

3. Generous re-investment deduction (5% of gross income) 

4. Nominal rate of import duty (0.5%) on all inputs necessary for mining 

5. Simple “one stop” licensing system enabling all the formalities for all types of 

licenses for mining operations to be completed by a single government agency. 

 

2.4 Taxation 

 
 Royalty (NSR) of 5% on gold and 3.5% on base metals 
 Corporate income tax rate of 38% 
 Employees pay Eritrean income tax, expatriates pay 10% withholding tax 
 10% Service Tax on most payments 
 State equity free carry 10% 
 State may acquire an additional 30% participating  interest purchased at agreed 

price 
 100% Capital allowances, carried forwards 
 Import taxes (0.5%) on qualifying imports. 

 

 

3. Introduction to the most important mining and exploration 

companies 

 

The main economic mineral deposits (Figure 1) so far discovered can be classified into three 

belts / categories: Bisha (Nevsun Resources, 2006; 2012) and Zara (ZMSC, 2010), where 

mining has already started; the Asmara Mining projects namely Emba Derho -Adi Nefas, 
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Debarwa sites (Sunridge, 2013), that are embarking into the mining phase and Colluli Potash 

deposit (Danakali, 2016), whose feasibility study has been finalised and is in the process of 

raising funds for mining. In addition Yacob Dewar Gold-Copper deposit, is a very profitable 

deposit despite its modest size; and it’s Indicated and inferred JORC Resource has been 

defined. 

 

There are also many earlier stage exploration projects being operated by a variety of small to 

very large mining organisations from a range of countries including Australia, Canada, 

China, India, Russia, Sudan and the UK and various offshore locations. 
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Synopsis of five of the major mining and advanced exploration project areas are only 

presented for a quick overview of the potential of mining in Eritrea. 

 

 

3.1 Producing Mines 

 

There are only two modern operating mines in Eritrea:  Bisha Mining SC which is owned 

60% by Nevsun Resources of Canada, and 40% by ENAMCO which is the Eritrean state 

mining enterprise. The second mine is operated by Zara Mining Share Co, and is owned 60% 

by SFECO of China, and 40% by ENAMCO. 

 

3.1.1 Bisha Mining Share Company 

 

The emergence in the first quarter of 2011 of the first modern-day mine in Eritrea, Bisha 

Mining Share Company’s (BMSC) low cost, high grade gold-copper-zince operation marked 

an historic milestone in the development of the country that straddles the Horn of Africa as a 

low-key but growing new entrant on the mining map of the world. 

BMSC operates the VMS-hosted Bisha open pit gold and base metals operation – which 

made a transition from a gold producer into a high grade copper mine with gold and silver 

credits, and has recently become a major zinc producer with copper, gold and silver as by-

products for much of the rest of its mine life up until 2023 – assuming it doesn’t extend its 

resource base in the meantime.   
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The gold in the leached out oxide cap has already enabled it to pay back capital costs. Base 

metals production was started in 2013 and was fully funded from remaining gold production.  

 

The company is an enormous rarity in the junior producer sector in paying an annual 10 cent 

dividend – almost a 3% yield at the current share price.  BMSC has being a great money 

earner for its shareholders. Even the gold majors can’t match that kind of return these days. 

 

Recently Zijin Mining Group Co. agreed to buy Nevsun Resources Ltd. for $1.41 billion to 

add copper assets in Serbia and Eritrea and enable the Canadian firm to ward off a hostile bid 

from rival Lundin Mining Corp. 

 

Zijin, a Chinese gold and base metals producer, will pay C$6 per share in cash, trumping 

Lundin’s C$4.75 a share bid launched in July, the companies said Wednesday. Nevsun 

rejected repeated overtures from Lundin this year, saying that its offers undervalued the 

company and its assets. 

 

 

 

 

3.1.2 Zara Mining Share Company 
 

Zara Mining SC was owned 60% by Chalice Gold from Australia and 40% by ENAMCO. 

However after the project finished its feasibility it sold its remaining 60 per cent stake in the 

Zara Project in Eritrea to China SFECO Group (SFECO), a subsidiary of Shanghai 

Construction Group Co. Ltd (www.scg.com.cn ) (the “Transaction”). This follows the 

agreement in July 2011 pursuant to which Chalice agreed to sell a 30% interest in the Zara 

Project to the Eritrean National Mining Corporation (“ENAMCO”) (see ASX announcement 

29 July 2011), which is in addition to the 10% carried interest in the project already held by 

ENAMCO.  

 

Under the Agreement, SFECO paid Chalice US$80 million in cash for Chalice’s share of the 

mineral resource at the Koka gold deposit. In addition, SFECO paid Chalice a further sum, of 

US$20 million for the balance of the area falling within the Zara Project (including Zara 

North, South and Central).  

The high‐grade gold, low cost Zara Project is currently being mined using an Open pit. It has 

an Ore Reserve ‐ 760,000oz @ 5.1g/t Au. Average annual production is estimated at 

104,000oz over 7 year mine life and cash operating cost of US$338/oz. 

 

3.1.3 Asmara Mining Share Company  

 

The Asmara Mining Share Company ("AMSC") was a joint-venture company of which 

Sunridge owned 60% and the Eritrean National Mining Corporation ("ENAMCO") owns 

40%.  

 

https://www.bloomberg.com/quote/2899:HK
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The Asmara Project comprises six defined deposits, four of which are the subject of a 

feasibility study completed in May 2013 and their mining permits were granted. However 

after the project finished its feasibility studies, Sunridge Gold sold its remaining 60 per cent 

stake in the Asmara Project in Eritrea to Sichuan, Chinese Company. 

 

AMSC finished the Asmara Project Feasibility Study (the "Study") on four of the five 

deposits that comprise the Asmara Project and has outlined a mining plan that integrates the 

four deposits (Debarwa, Emba Derho, Adi Nefas and Gupo Gold) being processed at a central 

concentrator near the large Emba Derho copper-zinc-gold-silver deposit. Furthermore, in 

order to achieve early cash flow and minimize initial capital costs the Study included a staged 

start-up process over the first 3 years of the mine life. A positive pre-feasibility study ("PFS") 

for the Asmara Project was completed in May 2012. 

 
Alem Kibreab, Director-General of Mines in the Energy and Mines Ministry stated “We 

expect that mining will start by the first quarter of 2019,” in an interview by Bloomberg in 

Asmara. “Operations will be in phases: the first phase will be direct shipments of high-grade 

copper ore.” 

 

The mine is expected to have a life of 17 years, producing an estimated 381,000 metric tons 

of copper, 850,000 tons of zinc, 436,000 ounces of gold and 11 million ounces of silver, 

according to a ministry presentation provided by Alem Kibreab, Director-General of Mines in 

the Ministry Energy and Mines.  

 

Brief introduction of the Copper-Zn Gold deposits 

The Emba Derho deposit is a 70 million tonne (70 Mt) resource containing over 1 billion 

pounds (1 Blb) copper and 2.1 Blb zinc, 506,000 ounces gold and 19.5 million ounces silver. 

 

There are two other small deposits within 7 kilometers of Emba Derho: Adi Nefas and Gupo 

Gold. Adi Nefas is a small deposit, just slightly less than 2 Mt, but it is very high grade: over 

10% zinc and 1.8% copper. It also averages 3.3 grams per tonne (3.3 g/t) gold and 115 g/t 

silver. This would be the only underground mine at the project. Gupo Gold has an Indicated 

gold resource of 952,000 tonnes at 1.53 g/t and an Inferred resource of 1.8 Mt at 1.85 g/t. 

 

The fourth major deposit is Debarwa, 45 minutes to the south of Asmara, the capital. It 

contains 3.3 Mt, with over 200 million pounds (200 Mlb) copper, 70 Mlb zinc and significant 

gold and silver. Debarwa is also significant because it hosts the DSO Zone—Direct Shipping 

Ore—which averages 16% copper with gold and silver. 

 

There are also two pipeline projects namely Adi Rassi and Kodadu, which are not as 

advanced as the four in the feasibility study. Adi Rassi contains a 16 Mt resource at 0.5% 

copper and 0.3 g/t gold. Kodadu is a 1 Mt resource at 1.25 g/t gold and 1.6 g/t silver. 

 

Variations to the PFS - Staged Start Up 

  

The Asmara Project Feasibility Study has improvements over the PFS mining plan including 

a staged start-up as follows:  

 

Phase 1A: DSO production - Mine by open-pit, crush, ship and sell high-grade copper and 

gold material as "direct shipping ore" ("DSO") material from the supergene copper zone at 
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Debarwa over a 10 to 12 month period; this zone contains 116,000 tonnes at 16.0 % copper, 

3.0 g/t gold, and 77.0 g/t silver; 

  

Phase 1B: Gold production - Gold heap-leach process plant at Emba Derho to recover gold 

and silver from the near surface 'gold caps' at Emba Derho and Debarwa as well as the gold-

only Gupo deposit over a period of 36 to 48 months; 

  

Phase 2: Copper production - Mine and process 2.4 million tonnes of high-grade copper 

supergene ore (less the DSO zone) at a rate of 5,500 tonnes per day (2 million tonnes per 

year) from Debarwa and Emba Derho for 15 months at the same time as Phase 1B is in 

production; and  

 

Phase 3: Copper and zinc production - Mine and process primary copper and zinc ore at full 

production from Emba Derho, Debarwa and Adi Nefas at a rate of 11,000 tonnes per day (4 

million tonnes per year) for 13 to 15 years. 

  

The Asmara Project PFS showed that the mine would produce a total of 365,000 tonnes of 

copper, 812,000 tonnes of zinc, 415,000 ounces of gold and 11 million ounces of silver over 

an approximate 15 year mine life. The Emba Derho, Debarwa and Gupo deposits will be 

mined by open-pit methods and the Adi Nefas deposit by underground mining methods. 

 

A feasibility study has been completed on four advanced stage projects that show strong 

economics of a $692 million NPV (10% discount rate) and 34% IRR. 

 

Financing Phase 1 operation is small and is only a $30 M CAPEX for Phase 1. 

 

3.1.3 Colluli Potash Project 

 

Colluli potash project is a large, high grade potassium bearing resource close to surface in an 

emerging potash province. The fact that it is in close proximity to the coast and is 

geographically favourable relative to key markets with its unique combination of salts 

suitable for low cost production of potassium sulphate (SOP or sulphate of potash) makes it a 

very attractive deposit. It also has a strong and effective working relationship with the 

government. 

 

The fact that Danakali Ltd (DNK) has signed a binding take-or-pay off-take agreement with 

EuroChem Trading GmbH (EuroChem), one of the world’s largest phosphate fertilizer 

companies is a crucial milestone for the Company as stated by Hannam & Partners in a press 

release during in 13 June 2018. This will enable DNK to become a globally significant SOP 

producer once Colluli is commissioned. 

 

The agreement covers up to 100% of Phase 1 SOP production from DNK’s 50% owned 

Colluli project in Eritrea, with the Colluli Mining Share Company (CMSC) having the option 

to sell up to 13% to other buyers for price discovery.  

 

The fact that Danakali has also been listed in the LSE Main Board list on 24 July 2018 is a 

positive move which will assist in securing equity financing for the project. This will increase 
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DNK’s reach to institutional investors, increase liquidity and raise the profile of DNK and 

Colluli. 

 

Fertiliser miner Danakali aims to raise $322-million this year to develop giant potash reserves 

in Eritrea, industry sources say; banking on Asmara's warmer ties with Ethiopia to help lure 

investors.  

 

Key drivers of growth 

1. Increasing global population: +80 million people annually 

2. Decreasing arable land, and  

3. Changing dietary preferences 

 

Over 1 billion tonnes of potassium bearing salts all in the Colluli resource are suitable for 

the production of potash fertilisers. 

 

Shallow mineralisation supports Colluli as open pit–a proven, safer mining method, easier 

to expand and better overall resource recovery than underground. 

 

One of only three major resources containing kainite salt (key salt for SOP production) in 

solid form globally. 

 

Colluli is the closest potassium sulphate resource to the coast globally and has the most 

favourable coastal access from the Danakil Depression. 

 

4.2 billion tonnes of potassium bearing salts – measured and indicated potassium salts 

across the Danakil area to date.  

 

The Danakil Potash belt compares favourably in terms of size, resource depth and 

environmental issues against other potash belts globally - (1Key Global Potash Belts).  

 

3.1.4 Yacob Dewar Gold-Copper Project 

 

The Yacob Dewar Gold-Copper deposit was discovered by Andiamo Exploration Ltd, which 

is a private company incorporated in the United Kingdom, which has about 100 Institutional, 

individuals and corporate shareholders and all the founders have also personally invested in 

Andiamo. 

 

The company has a small, but impressive, board of directors encompassing great experience 

in African exploration and has a track record of 5 significant VMS gold-copper discoveries as 

well as one shear hosted gold deposit. 

 
Mining of Yacob Dewar- Ber Gebey gold-copper deposit 
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The oxide gold deposit in Yacob Dewar holds a JORC Indicated Resource of 80,000 ounces 

of gold at 2.8g/t, with a further 4.500oz of inferred resources as well as oxide copper, which 

is in the process of finalising a resource assessment.  

 

The resource classification definitions used for this estimate are those published by the JORC 

Code (JORC, 2012) Metallurgical tests have indicated that the gold can be efficiently 

extracted by cyanide leaching with better than 90% recovery. The project’s advantages 

(shallow depth, low strip ratio, relatively high grade, and simple metallurgy) mean that it is 

likely to be very profitable despite its modest size.  

 

Although the gold oxide cap at Yacob Dewar is one tenth of Bisha oxide gold it will generate 

a pre-tax Net Present Value (NPV) of USD 70 MM; Internal Rate of Return (IRR) >100% 

and payback about 6 months as a small operational gold mine.  

The mine life of the Yacob Dewar deposit will be 4-5 years, with possible extensions based 

on new discovery during the mining stage. 

Future upside is offered by known satellite gold deposits within the Ber Gebey gold/copper 

deposit which is located 3 kms from Yacob Dewar deposit. There is also great future upside 

potential in Eritrea using the proceeds from mining of Yacob Dewar. 

 

 

Andiamo corporate strategy: 

 
A): Surface gold deposit; open pit; high grade; simple processing  

 Intention: to generate cash for copper/gold exploration  

 Low capital costs; near term production; 55kms from Bisha: a major gold –copper 

mining project  

 JORC compliant resource estimate. JORC is an international standard 

established for which quantity, grade (or quality), densities, shape, and physical 

characteristics are estimated with confidence sufficient to allow the application of 

Modifying Factors to support detailed mine planning and final evaluation of the 

economic viability of the deposit. 

 Great future upside potential in Eritrea.  

 

4. Conclusion 

 

Much of these highly prospective Eritrean gold and base metals-bearing trends are still very 

underexplored and the prospect for Eritrea, with a population of around 4.5 million people, 

becoming a significant precious and base metals producer remains largely untapped.  

 

It is also extremely promising given the seemingly excellent relations between the 

government and foreign mining and exploration companies to date. 

 

It is anticipated that the recent rapid development of diplomatic relations with Ethiopia, 

Djibouti and Somalia and the Joint Declaration of Peace and Friendship between Eritrea and 

Ethiopia will augur the confidence of investment in Eritrea. This will also enable miners 
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based in Eritrea to help lure investors and raise capital banking on Asmara's warmer ties with 

Ethiopia.  

 

 


