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Requirement 1.4 of the Standard requires that the multi-stakeholder group maintains a current workplan, fully 

costed and aligned with the EITI reporting and Validation deadlines established by the EITI Board. The workplan 

must: 

a) Set EITI implementation objectives that are linked to the EITI Principles and reflect national priorities for the 

extractive industries. The multi-stakeholder group is encouraged to explore innovative approaches to 

extending EITI implementation to increase the comprehensiveness of EITI reporting and public 

understanding of revenues, and encourage high standards of transparency and accountability in public life, 

government operations and in business. 

b) Reflect the results of consultations with key stakeholders, and be endorsed by the multi-stakeholder group. 

c) Include measurable and time bound activities to achieve the agreed objectives. The scope of EITI 

implementation should be tailored to contribute to the desired outcomes and impact that have been 

identified during the consultation process. The workplan must:  

 i. assess and outline plans to address any potential capacity constraints in government agencies, 

companies and civil society that may be an obstacle to effective EITI implementation; 

 ii. address the scope of EITI reporting, including plans for addressing technical aspects of reporting, such as 

comprehensiveness and data reliability (Requirements 4 and 5); and 

 iii. identify and outline plans to address any potential legal or regulatory obstacles to EITI implementation, 

including, if applicable, any plans to incorporate the EITI Requirements within national legislation or 

regulation. 

d) Identify domestic and external sources of funding and technical assistance where appropriate in order to 

ensure timely implementation of the agreed workplan. 

e) Be made widely available to the public, for example published on the national EITI website and/or other 

relevant ministry and agency websites, in print media or in places that are easily accessible to the public.  

f) Be reviewed and updated annually. In reviewing the workplan, the multi-stakeholder group should consider 

extending the detail and scope of EITI reporting including addressing issues such as revenue management 

and expenditure (3.7-3.8), transportation payments (4.1.f), discretionary social expenditures (4.1.e), ad-hoc 

subnational transfers (4.2.e), beneficial ownership (3.11) and contracts (3.12). In accordance with 

Requirement 1.3 (g)(viii), the multi-stakeholder group is required to document its discussion and decisions. 

g) Include a timetable for implementation that is aligned with the reporting and Validation deadlines 

established by the EITI Board (see 1.6, below) and that takes into account administrative requirements such 

as procurement processes and funding. 

Source: EITI Standard, p. 14-15 

http://www.eiti.org/
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Requirement 3.9. set out the requirements for license registers:  

3.9 Register of licenses 

a) The term license in this context refers to any license, lease, title, permit, or concession by which the government 
confers on a company(ies) or individual(s) rights to explore or exploit oil, gas and/or mineral resources.  

b) Implementing countries are required to maintain a publicly available register or cadastre system(s) with the 
following timely and comprehensive information regarding each of the licenses pertaining to companies covered 
in the EITI Report:  

          i. License holder(s).  
          ii. Coordinates of the license area. 
          iii. Date of application, date of award and duration of the license. 
          iv. In the case of production licenses, the commodity being produced. 
        It is expected that the license register or cadastre includes information about licenses held by all entities, 

including companies and individuals or groups that are not included in the EITI Report, i.e. where their payments 
fall below the agreed materiality threshold. Where there are significant legal or practical barriers preventing such 
comprehensive disclosure, this should be documented and explained in the EITI Report, including an account of 
government plans for seeking to overcome such barriers and the anticipated timescale for achieving them.  

c) Where the information set out in 3.9(b) above is already publicly available, it is sufficient to include a reference 
or link in the EITI Report. Where such registers or cadastres do not exist or are incomplete, the EITI Report should 
disclose any gaps in the publicly available information and document efforts to strengthen these systems. In the 
interim, the EITI Report itself should include the information set out in 3.9(b) above.  

Source: EITI Standard, p. 23
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Requirement 3.10 sets out the reporting requirements related to license allocations:  

3.10 Allocation of licenses 

a) Implementing countries are required to disclose information related to the award or transfer of licenses 
pertaining to the companies covered in the EITI Report, including: a description of the process for transferring or 
awarding the license; the technical and financial criteria used; information about the recipient(s) of the license 
that has been transferred or awarded, including consortium members where applicable; and any non-trivial 
deviations from the applicable legal and regulatory framework governing license transfers and awards. 

b) Where licenses are awarded through a bidding process during the accounting period covered by the EITI Report, 
the government is required to disclose the list of applicants and the bid criteria. 

c) Where the requisite information set out in 3.10(a) and 3.10(b) above is already publicly available, it is sufficient 
to include a reference or link in the EITI Report. 

d) The multi-stakeholder group may wish to include additional information on the allocation of licenses in the EITI 
Report, including commentary on the efficiency and effectiveness of these systems. 

Source: EITI Standard, p. 24. 
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http://eiti.org/files/Guidance%20note%203%20-%20License%20Registers_FINAL_20131113.pdf
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http://eiti.org/report/mongolia/2010
http://www.npd.no/en/Topics/Production-licences/Theme-articles/Licensing-rounds/22-nd-Licencing-round/22st-licensing-round-announcement
http://www.npd.no/en/Topics/Production-licences/Theme-articles/Licensing-rounds/22-nd-Licencing-round/22st-licensing-round-announcement
http://www.npd.no/en/Topics/Production-licences/Theme-articles/Licensing-rounds/22-nd-Licencing-round/22st-licensing-round-announcement
http://www.energy.gov.tt/investors.php?mid=208


Requirement 7.2 states that the multi-stakeholder group is required to review the outcomes and impact of EITI 
implementation on natural resource governance.  
 
a) The multi-stakeholder group is required to publish annual activity reports. The annual activity reports 

must include: 

i. A summary of EITI activities undertaken in the previous year; 

ii. An assessment of progress with meeting and maintaining compliance with each EITI requirement and any 
steps taken to exceed the requirements. This should include any actions undertaken to address issues 
such as revenue management and expenditure (3.7-3.8), transportation payments (4.1.f), discretionary 
social expenditures (4.1.e), ad-hoc subnational transfers (4.2.e), beneficial ownership (3.11) and contracts 
(3.12);  

iii. An overview of the multi-stakeholder group’s responses to and progress made in addressing the 
recommendations from reconciliation and Validation in accordance with provision 7.1.a.  The multi-
stakeholder group is encouraged to list each recommendation and the corresponding activities that have 
been undertaken to address the recommendations;  

iv. An assessment of progress with achieving the objectives set out in its workplan (Requirement 1.4), 
including the impact and outcomes of the stated objectives; 

v. A narrative account of efforts to strengthen EITI implementation including any actions to extend the detail 
and scope of EITI reporting or to increase engagement with stakeholders. 

 
b) All stakeholders should be able to participate in the production of the annual activity report and reviewing 
the impact of EITI implementation. Civil society groups and industry involved in EITI, particularly, but not only 
those serving on the multi-stakeholder group, should be able to provide feedback on the process and have their 
views reflected in the annual activity report. 

Source: EITI Standard, p. 33-34

http://www.eiti.org/
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 Guidance note on defining materiality : http://eiti.org/document/guidance-notes 



 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

http://eiti.org/document/standard
http://eiti.org/document/guidance-notes
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTOGMC/0,,contentMDK:23322952~pagePK:210058~piPK:210062~theSitePK:336930,00.html


 

_______________________________________________________________________________________ 
 
Website www.eiti.org Email secretariat@eiti.org Telephone +47 22 20 08 00 Fax +47 22 83 08 02 
Address EITI Secretariat, Ruseløkkveien 26, 0251 Oslo, Norway 

 

Guidance note 7 December2013 

Requirement 3.12 
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Box 1 – Coverage of contract transparency in the EITI Standard 
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Source: Technical Commission for Review of Mining Contracts, 

http://www.contratsminiersguinee.org/about/projets.html 

Source: LEITI, http://www.leiti.org.lr/  

 

http://www.contratsminiersguinee.org/about/projets.html


 

_______________________________________________________________________________________ 
 
Website www.eiti.org Email secretariat@eiti.org Telephone +47 22 20 08 00 Fax +47 22 83 08 02 
Address EITI Secretariat, Ruseløkkveien 26, 0251 Oslo, Norway 

 

Guidance note 7 December2013 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Ministry of Mines and Petroleum, Afghanistan http://mom.gov.af/en/page/1384  

 

http://www.afghanistan-un.org/2012/07/the-office-of-the-president-of-islamic-republic-of-afghanistan-decree-on-the-execution-of-content-of-the-historical-speech-of-june-21-2012-in-the-special-session-of-national-assembly/
http://www.resourcecontracts.org/
https://strikingpoverty.worldbank.org/c121031
http://www.contractroadmap.org/
http://openoil.net/contracts-booksprint
http://www.revenuewatch.org/publications/contracts-confidential-ending-secret-deals-extractive-industries
http://www.eisourcebook.org/642_5PolicyLegalandContractualFramework.html
http://mom.gov.af/en/page/1384
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1. Summary 
 

In order to be useful, EITI Reports must be timely, comprehensive, reliable and comprehensible. One of the most 

common challenges with EITI implementation to date has been to ensure that the EITI Report provides a 

comprehensive account of payments and revenues. A related concern is demonstrating that the figures in the EITI 

Report are reliable, i.e., based on credible assurance process applying international standards. These issues have 

often been a barrier to achieving compliance. Determining the scope of EITI reporting is therefore one of the key 

issues that multi-stakeholder groups need to consider before producing an EITI Report.  It includes establishing 

which revenue streams should be covered, which companies and government entities should participate in the 

reporting process, what assurances are needed from companies and government entities to ensure that the data 

submitted  is reliable etc. This guidance note suggests a checklist of issues that the multi-stakeholder group may wish 

to consider as it undertakes this work. It should be noted that the checklist is not intended to be exhaustive and the 

MSG is advised to consult the EITI Standard as the definitive reference regarding the EITI requirements. 

2. Background 
 

Scoping work aims to identify what the EITI Report should cover in terms of revenue streams, companies and 

government entities that should participate in the reporting process, and other preparatory work undertaken by the 

multi-stakeholder group (often with the support of a national EITI Secretariat and/or external consultants) necessary 

to ensure that the EITI report is timely, comprehensive, reliable and comprehensible.  It often leads to a “scoping 

report” that informs the work to be undertaken by the Independent Administrator (the firm hired to conduct the 

reconciliation).  It commonly involves looking at issues such as the fiscal period to be reported, the contextual 

information that should be part of the EITI Report, reviewing the types of assurances that are needed for ensuring 

that the data submitted by reporting entities is credible, determining which revenue streams from oil, gas and 

mining are significant, and consequently which companies and government entities should be required to report. In 

some cases, scoping may investigate certain issues or challenges in more detail with a view to identify options or 

solutions for consideration by the multi-stakeholder group. 

 

EITI implementing countries are required to consider scoping questions in developing and revising their workplans 

(EITI Requirement 1.4-c-ii). Early scoping considerations are particularly important for new EITI Candidates, which 

are required to publish the first EITI Report within 18 months of attaining Candidate status. An increasing number of 

countries conduct scoping studies for this purpose. Implementing countries that have produced one or several EITI 

Reports also need to regularly revisit the scope of EITI reporting to reflect changes in workplan objectives, industry 

structure, fiscal regimes and revenue fluctuations. It is common to review the scope on an annual basis, at the outset 

http://www.eiti.org/
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of each reporting cycle. Thorough scoping will also enable the MSG to agree clear terms of reference for the 

Independent Administrator. One of the first tasks that the Independent Administrator will undertake is to review the 

scope agreed by the multi-stakeholder group and propose modifications where relevant. This ensures that there is a 

common understanding between the multi-stakeholder group and the Independent Administrator with regards to 

the work that needs to be undertaken by each party in preparing the EITI Report.  As part of the scoping work, the 

MSG is encouraged to review any existing disclosure mechanisms related either to the contextual information or to 

information about revenues from the sector, and identify whether the EITI can draw on or strengthen such systems 

with regards to EITI reporting. 

 

3. Checklist for establishing the scope of EITI reporting 
The following checklist is intended to guide multi-stakeholder groups in establishing the scope of EITI reporting. 

Addressing these questions will help ensure that the multi-stakeholder group has an agreed position on the scope of 

the report prior to engaging the independent administrator and developing the reporting templates. The multi-

stakeholder group is encouraged to document the process, so that the information is readily available during 

validation. Multi-stakeholder group are also encouraged to make scoping decisions publicly available to raise 

awareness and engage the stakeholders outside the MSG in these discussions.  

 

Linking the scope of the EITI Report with workplan objectives 

Has the multi-stakeholder group … 

⃝ reviewed the objectives and activities set out in the workplan to ensure that the scope of the EITI report is in 

line with the MSG’s overall objectives?  

⃝ considered extending the detail and scope of the EITI report to issues such as revenue management and 

expenditure (3.7-3.8), discretionary social expenditures (4.1.e), ad-hoc sub-national transfers (4.2.e), 

beneficial ownership (3.11) and contracts (3.12)? 

 

Timeliness 

Has the multi-stakeholder group … 

⃝ agreed the fiscal period to be covered in the report (requirement 2)? 

 

Context 

Has the multi-stakeholder group … 

⃝ reviewed the legal framework governing the extractive industries (requirement 3.2)? 

⃝ developed a good understanding of the extractive resources and industries in the country and its 

contribution to the economy (requirements 3.3 and 3.4)? 

⃝ identified timely, comprehensive and reliable sources of information about production and exports 

(requirement 3.5)? 

⃝ investigated the role of any state-owned enterprises in the extractive sector, including the financial 

relationship with the government, quasi-fiscal expenditures, and government ownership in oil, gas and 

mining companies (requirement 3.6)? 
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⃝ considered how extractive industry revenues, whether cash or in-kind, are recorded in the national budget 

(requirement 3.7)?, and opportunities for reporting on expenditures and revenue management as 

encouraged in requirement 3.8? 

⃝ investigated the timeliness and comprehensiveness of the available information about license holders and 

license allocations as per requirement 3.9 and 3.10? 

⃝ considered the feasibility of disclosing information about the beneficial owners of extractive companies 

operating in the country (requirement 3.11)? 

⃝ explored the government’s policy on contract disclosure and considered contract transparency as 

encouraged in requirement 3.12? 

⃝ agreed who should compile the contextual information to be included in the EITI Report? 

 

Comprehensiveness  

Has the multi-stakeholder group … 

⃝ reviewed the fiscal regime and other relevant revenue streams applicable to the extractive sector, with 

reference to EITI Requirement 4.1, including revenues from the sale of the government’s share of production 

or oil, gas and minerals received in-kind, social payments, transit payments, infrastructure provisions and 

other barter deals? 

⃝ considered transactions between government entities and state-owned companies (requirement 4.2.c)? 

⃝ identified whether subnational government entities receive direct payments from companies (requirement 

4.2.c) and whether there exist mandatory or ad-hoc transfers between central and subnational levels of 

government (requirement 4.2.d)? 

⃝ reviewed existing data from the relevant fiscal period to determine the materiality of these revenue streams 

(requirement 4.1.a)?  

⃝ agreed a definition of materiality that stipulates which revenue streams are material and will be covered in 

the EITI Report (requirement 4.1.a)? 

⃝ established payment and revenue thresholds where appropriate (requirement 4.1.a)? 

⃝ identified the extractive companies that make material payments within the scope of the agreed material 

revenue streams (requirement 4.2)? 

⃝ identified the government entities, including subnational levels, that collect material revenues within the 

scope of the agreed material revenue streams (requirement 4.2)? 

 

Data quality 

Has the multi-stakeholder group … 

⃝ investigated the prevailing auditing practices for company and government data (requirement 5.2.b)? 

⃝ considered the types of assurances that can be provided by companies and government entities to ensure a 

credible reporting process (requirement 5.2.c)? 

 

Confirming scoping decisions 

Has the multi-stakeholder group … 

⃝ reviewed the legal and regulatory framework with a view to identify and remove potential barriers to 

disclosure, in particular where there are confidentiality provisions in contracts or legislation (requirement 

4.1.c.iii)? 
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⃝ documented the MSG’s agreed positions on scoping considerations (requirement 1.3.g.iii), including for 

example summaries that can be made publically available and included in the EITI Report? 

⃝ reflected the agreed scope in the Terms of reference for the Independent Administrator? 

4. Further guidance 

The Secretariat has produced guidance notes covering many of these topics, including standard terms of reference 

for scoping studies. These TORs can be useful both for multi-stakeholder groups that wish to undertake this work 

themselves and for engaging third parties to assist in the scoping process. Examples of scoping studies are also 

available from the International Secretariat. 

 

 EITI Standard, in particular Requirements 3, 4 and 5: http://eiti.org/document/standard   

 Guidance notes: http://eiti.org/document/guidance-notes 

 Standard Terms of reference for scoping studies: http://eiti.org/document/guidance-notes 
 

http://eiti.org/document/standard
http://eiti.org/document/guidance-notes
http://eiti.org/document/guidance-notes


 

_______________________________________________________________________________________ 
 
Website www.eiti.org Email secretariat@eiti.org Telephone +47 22 20 08 00 Fax +47 22 83 08 02 
Address EITI Secretariat, Ruseløkkveien 26, 0251 Oslo, Norway 

 

Guidance note 10 December 2013 

Requirement 4.2(d) and (e) 

 
 

In some countries, companies make direct payments to sub-national levels of government (e.g. regional 

governments, municipalities and chiefdoms). In addition, some governments also have formal or informal revenue 

sharing mechanisms that stipulate that a share of revenues collected by the central government from the extractive 

sector is transferred to sub-national  government entities. These payments and transfers are often of great interest 

to stakeholders, particularly in discussions regarding the benefits that accrue to local communities, even if these 

payments may represent only a portion of total revenues at the national level. Revenues captured at local levels or 

mandated revenue transfers are often an important source of income for provincial or local governments. 

Transparency regarding these payments and transfers can be useful in checking whether transfers have indeed 

occurred and in holding provincial and local authorities to account.  

This note provides guidance to multi-stakeholder groups (MSGs) and independent administrators on addressing 

these issues in accordance with the EITI Standard. It has two parts. Part 1 provides guidance on direct payments by 

companies to sub-national entities. The EITI Standard requires that, where these are material, direct company 

payments to sub-national government entities and the receipt of these payments are disclosed and reconciled in the 

EITI Report (Requirement 4.2(d)). Part 2 provides guidance on transfers of revenues from extractive industries 

between central or sub-national levels of government. Where transfers between national and sub-national 

government entities are mandated by a national constitution, statute or other revenue sharing mechanism, material 

transfers must be are disclosed in the EITI Report (Requirement 4.2(e)). The detailed requirements are set out in box 

1, below.  

http://www.eiti.org/
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Part I: Addressing payments from companies to sub-national government entities 
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Step 1 - Identifying direct payments from companies to sub-national governments  

The MSG is advised to conduct a review and gain an understanding of: 

 What taxes, fees and other payments  companies are required to make to sub-national levels of 

government. Typical benefit streams include taxes on properties, surface/land fees, fees for usage of water 

or other resources. These payments may be constitutionally mandated, required by national or local 

legislation or regulation, or set out in a license or contract.  

 Which sub-national entities receive these payments (e.g. regions, states, municipalities, district councils, 

chiefdoms or regional assemblies)? 

 Do these entities collect the payments directly or through another agency at national/federal or another 

sub-national level? 

Where companies make direct payments to sub-national governments, the MSG should assess the materiality of 

these payments relative to total government revenues, and compared to total revenues received by the sub-national 

entity. (see step 2). If the MSG determines that there are no such payments, this assessment should be documented. 

It may be useful to provide a summary in the EITI Report so that it is clear why payments from companies to sub-

national entities are not addressed.  

Step 2 – Assessing the materiality of direct payments from companies to sub-national entities 

Where the MSG has determined that there are direct payments from companies to sub-national governments, the 

MSG needs to establish the materiality of these payments. The general approach set out in requirement 4.1(a) 

should inform this process: 

In advance of the reporting process, the multi- stakeholder group is required to agree which payments and 

revenues are material and therefore must be disclosed, including appropriate materiality definitions and 

thresholds. Payments and revenues are considered material if their omission or misstatement could 

significantly affect the comprehensiveness of the EITI Report. A description of each revenue stream, related 

materiality definitions and thresholds should be included in the EITI Report. In establishing materiality 

definitions and thresholds, the multi-stakeholder group should consider the size of the revenue streams 

relative to total revenues. The multi-stakeholder group should document the options considered and the 

rationale for establishing the definitions and thresholds. 

In some cases, the data needed to make this assessment will already be publicly available from companies, sub-

national government authorities or other sources. In other cases, it may only be possible to estimate the size of the 

payments through consultations with stakeholders.  

Where the multi-stakeholder group determines that payments from companies to sub-national entities are material 

these payments and revenues should be disclosed and reconciled in the EITI Report. Where the multi-stakeholder 

group determines that payments from companies to sub-national entities are not material, the basis for this 

assessment should be documented. It may be useful to provide a summary in the EITI Report 

Step 3 - Disclosure and reconciliation of direct payments from companies to sub-national entities 

Where the multi-stakeholder group determines that payments from companies to sub-national entities are material 

these payments and revenues should be disclosed and reconciled in the EITI Report. It may be useful to provide a 
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summary in the EITI Report. The results of the MSGs investigations (and references to supporting materials) should 

be reflected in the terms of reference for the Independent Administrator. The Independent Administrator will: 

 Review the MSG’s assessment of the materiality of direct payments from companies to sub-national entities 

 Where applicable, review the MSG’s proposal regarding the materiality threshold, and the entities that will 

be asked to report. 

 Propose reporting templates for company and government, and the assurances to be provided.  

 Collect and reconcile this data, and present the findings in the Independent Administrator’s report. 

A particular challenge relates to ensuring that all sub-national government agencies participate in the process. This 

may require additional outreach (including by the central government), training and capacity building.   

3. Examples 
 

 

 

 

Box  2 -  Extractive industry-specific tax paid to local governments in Sierra Leone 

 

Source:  SLEITI - http://www.sleiti.gov.sl/UserFiles/downloads/SIERRA%20LEONE-%202ND%20RECONCILIATION%20REPORT-FINAL%20LAMIN%20BOA.pdf 

 

 

 

 

 

http://www.sleiti.gov.sl/UserFiles/downloads/SIERRA%20LEONE-%202ND%20RECONCILIATION%20REPORT-FINAL%20LAMIN%20BOA.pdf
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Box 3 – Extract from recommendations of the independent administrator in Sierra Leone 2008-2010 EITI Report

 

 

Box 4 – Non extractive industry-specific taxes paid to local governments in Nigeria 

 
Nigeria’s NEITI reports include benefits streams both specific and non-specific to the extractive sector. The 
contributions to the Niger Delta Development Commission paid by the companies were reconciled, while the 
Withholding tax and Pay as you earn (PAYE), a payroll tax,  are taxes paid by the companies to the states that are 
not specific to extractive companies but were considered significant and as such disclosed but not reconciled. 
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Part II: Addressing transfers between national and sub-national government entities 
The Secretariat recommends a 6-step process for addressing transfers between national and sub-national 

government entities (see Figure 2).  

 

 

Box 5 – Example of sub-national reporting template in Mongolia 

 

For the complete template, see Annex 1 in “Implementing EITI at the Subnational Level” – (World Bank, 2011) 
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Step 1 – Establishing mandated transfers by national constitution, statute or other revenue sharing mechanism 

In identifying whether there are any transfers between national and sub-national government entities which are 

collected  from extractive industries and are mandated by national constitution, statute or other revenue sharing 

mechanism, the multi-stakeholder group may find it helpful to establish: 

 Whether there is any legislation, regulation or agreement that mandates transfers of resource-

related revenues from the national or federal government to specific sub-national entities (e.g. in 

producing areas). 

 If so, is there an agreed formula or procedure for determining the amount and timing of the 

transfers?  

 Which government entity (ies) is responsible for  the calculation, transfer and collection of these 

revenues? 

 

Where transfers are not mandatory, but occur on an ad-hoc basis, the multi-stakeholder group is encouraged to 

disclose and where possible reconcile such transfers. For further information, see step 4 below. 

Step 2 - Assessing the materiality of extractive industry-related transfers between national and sub-national 

entities  

Where the MSG has determined that there are transfers between national and sub-national government entities 

derived from revenues from extractive industries, the MSG should conduct further scoping work to determine the 

materiality of these transfers.  

Similar to payments and revenues, the general approach set out in requirement 4.1(a) should inform this process: 

In advance of the reporting process, the multi- stakeholder group is required to agree which payments and 

revenues are material and therefore must be disclosed, including appropriate materiality definitions and 

thresholds. Payments and revenues are considered material if their omission or misstatement could 

significantly affect the comprehensiveness of the EITI Report. A description of each revenue stream, related 

materiality definitions and thresholds should be included in the EITI Report. In establishing materiality 

definitions and thresholds, the multi-stakeholder group should consider the size of the revenue streams 

relative to total revenues. The multi-stakeholder group should document the options considered and the 

rationale for establishing the definitions and thresholds. 

In some cases, the data needed to make this assessment will already be publicly available (from government 

authorities or other sources). In other cases, it may only be possible to estimate the size of the transfers through 

consultations with stakeholders.  

Where the multi-stakeholder group determines that transfers between national and sub-national government 

entities related to revenues from extractive industries are material, these transfers should be disclosed in the EITI 

Reports. Where the multi-stakeholder group determines that transfers between national and sub-national 

government entities derived from revenues from extractive industries are not material, the basis for this assessment 

should be documented. It may be useful to provide a summary in the EITI Report. 
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Step 3 – Establishing a reporting procedure for disclosing mandated transfers 

The MSG should establish a reporting procedure for disclosing mandated transfers between national and sub-

national entities that are material, highlighting any deviations from the agreed revenue sharing formula. A 

reconciliation procedure is encouraged. If agreed, reconciliation might follow the same steps suggested for the 

reconciliation of direct payments from companies to sub-national entities. 

The EITI Report should disclose the revenue sharing formula, if any, as well as any discrepancies between the 

transfer amount calculated in accordance with the relevant sharing formula and the actual amount that was 

transferred between the central government and each relevant sub-national entity. 

Step 4– Addressing discretionary or ad-hoc transfers  

The MSG is encouraged to establish a reporting procedure that discloses discretionary or ad-hoc transfers of 

resource-related revenues by including this work in the terms of reference for the Independent Administrator. A 

reconciliation procedure is encouraged. The multi-stakeholder group should document the approach followed in 

addressing sub-national transfers. It may be useful to provide a summary in the EITI Report.
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Box 6 – Case studies from Madagascar and Peru 

Peru 

The 2010 EITI Report shows that 34% of total revenues from the mining and oil sectors are transferred 

automatically to sub-national governments in Peru. The largest contributor is the mining canon which is derived 

from the corporate tax paid by extractives companies. 50% of the corporate tax collected goes directly to local 

entities according to the following distribution: 10%, 25% and 40% to municipalities in districts, provinces and 

departments where the extractive activity happens, and 25% to regional governments. A similar formula is 

applied to mining royalties. On the other hand, hydrocarbon royalties are distributed following a comparable 

procedure that benefits mostly the regional government (for oil) and municipalities (for gas). Peru’s EITI Reports 

include a detailed explanation of this regime. 

 

The EITI Reports reconcile the figures calculated for the mining canon obtained from the disclosure of corporate 

tax and the applied formulas with the figures determined by the government agency in charge of administering 

these transfers (Office of the Prime Minister).  Similar comparisons are included for the distribution of mining 

royalties between the aggregated (by region) disclosed royalties and the transferred figures in accordance with 

the Office of the Prime Minister. For the distribution of oil royalties the reports also reconcile the figures 

disclosed by the companies with the figures calculated by authorities. In the case of gas royalties, the 

distribution to the Department of Cusco, the only recipient of gas royalties, is also reconciled between the 

companies participating in the reconciliation and the collecting agency Perupetro.  

 

These reconciliations in the EITI Report revealed negligible differences in the case of distribution of gas 

royalties, minor discrepancies in the case of the mining canon, but significant differences in the case of mining 

royalties.  

 

Madagascar 

An administration fee (“Frais d’administration miniere”) is collected by the national cadastre office (“Bureau des 

Cadastres Miniers”) and the distributed to local governments (according to pre-fixed formula, approximately 

24% of total collected fees go to local government). The 2010 EITI Report published in September 2011 showed 

that revenues collected on behalf of local communities at the central level were not transferred to their 

intended beneficiaries. The report shed light on the main issues preventing local communities from receiving 

their revenues. Following the publication of the report, mayors from mining affected communities protested 

officially to their line minister, requesting payment of those revenues. This led to an important debate1 and 

further investigation showed three to four years of unpaid revenues to municipalities. The report also showed 

that transfers have been made to the personal accounts of local officials, as many municipalities did not have 

bank accounts. The debate has led to important reforms, but the issue is still challenging. The 2011 EITI Report 

is addressing sub-national payments in more detail. 

                                                           
1
 See: http://www.eiti-madagascar.org/fr/content/frais-dadministration-mini%C3%A8re-d%C3%A9faillance-du-syst%C3%A8me-

de-reversement and http://www.lexpressmada.com/revenu-minier-madagascar/46656-des-regions-et-des-communes-non-
payees.html 

http://www.eiti-madagascar.org/fr/content/frais-dadministration-mini%C3%A8re-d%C3%A9faillance-du-syst%C3%A8me-de-reversement
http://www.eiti-madagascar.org/fr/content/frais-dadministration-mini%C3%A8re-d%C3%A9faillance-du-syst%C3%A8me-de-reversement
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Box 7 – Mandatory transfers in Peru:  Royalty distribution and Mining Canon 

Royalties in the mining, oil and gas sectors are collected by a national authority and a share of them later distributed to 
local authorities (each sector following a different distribution mechanism). Additionally, the Mining Canon is the share 
(presently 50%) of the total corporate tax collected from extractive industries that is automatically transfers to local 
government and local universities.   

 

Source: Peru’s 2004-2007 EITI Report 
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Box 9 – Formula for distributing Mining Canon in Peru.

 

 

Source: Peru’s 2008-2010 EITI Report 
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Box 10 – Discrepancies in mining royalties transferred to regional governments in Peru (2010) 

Table 10.1 -Transfers calculated in the reconciliation report accordance to the formula (A) and the actual 
figures transferred by the relevant authorities (B) 
 

(A)                                                                                  (B) 

 

Table 10.2- Discrepancies (A-B) 

 

Source: Peru’s 2008-2010 EITI Report 
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Box 11 – Disclosure of discretionary transfers in Peru (2005-2010) by region  

(Mining Programme of Solidarity with the People -Acronym in Spanish: PMSP- ran from 2005 to 2010 and 

represented an important share of revenues generated by the mining sector in those years.) 

 

Source: Peru’s 2008-2010 EITI Report 

Disclosure company by company 
 
Since this pertains to public information, see following link 
for further details 
http://www.minem.gob.pe/minem/archivos/Informe036
%20PMSP%20Agosto%202011.pdf 
We provide amounts Deposited, Committed and Executed 
in global terms, by company and by 
Type of Fund, accumulated in August 2011 (month of 
Programme closure). 
Since this pertains to public information, see following link 
for more details 
http://www.minem.gob.pe/minem/archivos/Informe036
%20PMSP%20Agosto%202011.pdf 
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