





Becoming Part
of the World EITI
Movement

Chapter X.

Legislators can take advantage of growing support for EITI and other transparency
initiatives to coordinate and strengthen their efforts. This chapter highlights international

and regional efforts that can enhance the effectiveness of EITI programs.

“As legislators we have a responsibility to be leaders on extractive industry transparency
issues. One of the best ways to do this is by learning from the experiences of our peers in
other countries — we need to know what has worked, what has not, and what we can do in
our own countries to reinforce what others are doing.”

— Congressman Barney Frank
Chairman, House Financial Services Committee
United States Congress

Growing international support for EITI means that there is a large network of
governments, organizations and individuals who are interested in and knowledgeable
about the process. Legislators should tap into this interest and expertise to reinforce
efforts and share experiences.

Linking efforts of EITlI implementing countries

A number of initiatives are under way or in place that can complement and strengthen
country EITl programs. Some of these may complement company reporting
requirements that are part of a country EITI program. The US Congress, for example,
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is considering a bill'® that would require companies registered with the US Securities
and Exchange Commission to disclose payments made to foreign governments for the
extraction of oil, gas and minerals.

At a regional level, legislators and other actors are increasingly coordinating their
efforts and sharing best practices. The West Africa EITI conference, held in September
2008, brought together governments, civil society organizations, companies and
donors from West African countries as well as Norway, the UK, United States and
other countries. Conference participants shared ideas and strategies for dealing

with challenges to implementing EITI, as well as best practices and lessons learned.
They also discussed strategies for promoting EITI within the Economic Community

of West Africa (ECOWAS) and the African Union.

East African Legislative Assembly (EALA) and Regional Cooperation

Members of the legislative body of the East African Community (EAC), EALA, have begun to promote resource revenue transparency
at a regional level and in their member countries of Burundi, Kenya, Rwanda, Tanzania and Uganda. In early 2008, EALA held an
initial workshop convening EALA members and member country legislators to learn about extractive industries in the region and
discuss potential areas for cooperation. The body passed a 21-point resolution, in which it recommended that all EAC countries

join EITI.

EALA also established an ad-hoc committee to organize its efforts on extractive industries. Among the committee’s first official
activities was a site visit to a mining operation in Tanzania. The members consulted with local government officials, industry

operators and local civil society organizations.
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Networking within international legislative
organizations

Legislators may be able to strengthen their knowledge and engagement on extractive
industry transparency by networking with their peers through international legislative
organizations. For example, Global Parliamentarians Against Corruption (GOPAC) is a
network of legislators dedicated to combating corruption. Through its international
secretariat and 13 regional chapters, GOPAC provides information and support to its
members. The Commonwealth Parliamentary Association (CPA), whose membership is
comprised of all Commonwealth parliaments, and the Inter-Parliamentary Union (IPU)
may also be useful venues for information exchange and learning. The Parliamentary
Network on the World Bank (PNOWB), an international parliamentary membership
organization devoted to promoting transparency in development, holds conferences
and other events at which issues important to legislators are discussed.

16  In 2008, The Extractive Industries Transparency Disclosure Act (EITD) was introduced in the US Senate (S 3389),
and in the House of Representatives (HR 6066). Additional information can be found at www.openthebooks.org
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European Parliament and Accounting Standards

A coalition of international NGOs, including RWI, is currently in pressing the International Accounting Standards Board (IASB) to
include a requirement that companies report their payments, costs, production, profits and location of subsidiaries on a country-
specific basis. IASB has agreed to consider this as it reviews the extractive industry standards. If approved, the standard would
require a multinational company registered in an IASB-regulated country to report data in every country of operation. The standard
would have almost global applicability since IASB standards are widely used (European Union, most African countries, and Australia).

The European Parliament has passed a resolution requesting the European Commission support “the development of an appropriate
accounting standard requiring country-by-country reporting by extractive companies”

Source: Economic and Monetary Affairs Committee Resolution B6-0437/2007 passed 14th of November 2007.
http://www.europarl.europa.eu/sides/getDoc.do?Type=MOTION&Reference=B6-2007-0437&language=EN

Arab Parliamentarians Against Corruption Revenue Transparency Project

Arab Region Parliamentarians Against Corruption (ARPAC), a branch of Global Parliamentarians Against Corruption (GOPAC), is
undertaking a project aimed at advancing legislative oversight of Government revenues with a focus on resource revenues. Findings
from the initial research and mapping phase will be utilized in developing tools and building parliamentary capacity to achieve this
goal. The project also includes forums for public outreach and engagement with civil society.

The project is currently being piloted in 5 countries: Jordan, Kuwait, Lebanon, Morocco and Yemen. Although each country has its
own dedicated research team, ARPAC's management brings a synergy to the project that the individual countries could not achieve
on their own.

Leveraging interest in EITI to seek additional support
for legislative strengthening

Legislators should leverage growing international interest in EITl to seek additional
support for legislative strengthening on extractive industry issues. A number

of international actors can help, including the International EITI Secretariat, and
international bilateral donors such as Germany’s GTZ, Norway’s Oil for Development,
and the UK Department for International Development. The World Bank typically
spearheads assistance to countries interested in EITl through its country offices.
Organizations that can provide technical assistance for EITl engagement include the
Revenue Watch Institute (RWI), National Democratic Institute (NDI) and the World Bank
Institute.
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APPENDICES

Appendix A: EITI Principles and Criteria

EITI Principles

1. We share a belief that the prudent use of natural resource wealth should be an
important engine for sustainable economic growth that contributes to sustainable
development and poverty reduction, but if not managed properly, can create
negative economic and social impacts.

2. We affirm that management of natural resource wealth for the benefit of a
country’s citizens is in the domain of sovereign governments to be exercised in the
interests of their national development.

3. We recognise that the benefits of resource extraction occur as revenue streams
over many years and can be highly price dependent.

4. We recognise that a public understanding of government revenues and
expenditure over time could help public debate and inform choice of appropriate
and realistic options for sustainable development.

5. We underline the importance of transparency by governments and companies in
the extractive industries and the need to enhance public financial management
and accountability.

6. We recognise that achievement of greater transparency must be set in the context
of respect for contracts and laws.

7. We recognise the enhanced environment for domestic and foreign direct
investment that financial transparency may bring.

8. We believe in the principle and practice of accountability by government to all
citizens for the stewardship of revenue streams and public expenditure.

9. We are committed to encouraging high standards of transparency and
accountability in public life, government operations and in business,

10. We believe that a broadly consistent and workable approach to the disclosure of
payments and revenues is required, which is simple to undertake and to use.

11. We believe that payments’ disclosure in a given country should involve all
extractive industry companies operating in that country.

12. In seeking solutions, we believe that all stakeholders have important and relevant
contributions to make — including governments and their agencies, extractive
industry companies, service companies, multilateral organisations, financial
organisations, investors, and non-governmental organisations.
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EITI Criteria

1. Regular publication of all material oil, gas and mining payments by companies to
governments (“payments”) and all material revenues received by governments
from oil, gas and mining companies (“revenues”) to a wide audience in a publicly
accessible, comprehensive and comprehensible manner.

2. Where such audits do not already exist, payments and revenues are the subject of
a credible, independent audit, applying international auditing standards.

3. Payments and revenues are reconciled by a credible, independent administrator,
applying international auditing standards and with publication of the
administrator’s opinion regarding that reconciliation including discrepancies,
should any be identified.

4. This approach is extended to all companies including state-owned enterprises.

5. Civil society is actively engaged as a participant in the design, monitoring and
evaluation of this process and contributes towards public debate.

6. A public, financially sustainable work plan for all the above is developed by the
host government, with assistance from the international financial institutions
where required, including measurable targets, a timetable for implementation,
and an assessment of potential capacity constraints.
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Appendix B: Summary of Legislative Strategies on EITI

Stage of the EITI process ‘ Questions legislators should ask

SIGN UP

Things legislators should do

PREPARING FOR THE EITI

= Issue government
announcement

= Commit to work with all
stake holders

= Appoint implementation
on leader

= Compose, agree and
publish work plan

What is the EITI? How does it work? Is it relevant for
my country?

What are the key extractive industries in my country?
Which are the main companies exploring and
producing? How much do they contribute to my
country’s GDP? To fiscal revenues? And to exports?

Which government entities manage revenues and
extractive industries? Which agency regulates the
industry? Is there a state-owned company or does the
country own shares in extractive projects?

What contracts have been signed by the government?
Did the legislature review them? Are they available
publicly? What are their key provisions?

How transparent are company payments and
government receipts?

Has the government announced its intention to
implement the EITI? If not, why not?

= Conduct visits to extractive industry site operations
= Hold briefings with oil and mining ministry officials,
CSOs, and World Bank or other international donor staff

= Conduct informational hearings and invite oil and
mining ministry officials, CSOs, and other experts

= Commission a study to examine how the industry
works

= Produce a committee report with recommendations
about adopting EITI

= Participate in a multi-stakeholder workshop about
how EITI works

= Work through the media to build public awareness

= Promote a legislative resolution to adopt EITI

PREPARATION

ESTABLISHING EITI GOVERNANCE STRUCTURES

= Establish MSG

= Engage civil society

= Engage companies

= Remove obstacles to
implementation

= Agree reporting templates
= Approve EITI administrator

= Ensure full participation
from companies

= Ensure company accounts
are properly audited

= Ensure government
accounts are properly
audited

How is EITI governed? Is there an official EITI decree?
Is it available to review?

Who is the government official coordinating the
EITI? Does he or she have the right skills to manage
the process? Which government agency or ministry
manages the EITI? Are there any conflicts of interest
between the agency’s role and the implementation
of EITI?

Has a national secretariat been established? Does it
have sufficient financial resources as well as skilled
human resources?

Has a MSG been created?

Which government bodies are represented in the
MSG? Is their representation justified by their ability
to support the process?

Is civil society represented in the MSG? Was it
allowed to self-select its members? Are the selected
groups independent from the government? Are they
participating in meetings?

Is the private sector adequately represented in the
MSG? Are the main industries participating in the
committee meetings?

Is the legislature represented? Should the legislature
be represented on the MSG?

Are EITl-related documents (decree, templates, EITI
work plan and MSG agenda and meeting minutes)
available to the legislature? Are they easily accessible
to the public?

= Beinformed about governance structures and how
the MSG works in your country

= Communicate with the MSG and EIT| Secretariat early
and often to monitor EITI progress and represent
constituents’ views and concerns.

= Promote full engagement by civil society and
companies on the MSG

= Encourage government to address obstacles to civil
society and company participation on the MSG
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Stage of the EITI process

PREPARATION
(continued)

Questions legislators should ask

Things legislators should do

HELPING TO SHAPE THE EITI PROGRAM

What should be the materiality level for payments?

Will the reconciliation produce data that have been
disaggregated by company and payment? If not why?

Are the data used credible? Do they require an audit?

Have sufficient resources been allocated to the EITI?
How much is the EITI budget? IS it paid by donors, the
budget or a mix?

Is the MSG abiding by the agreed work plan and
timeline? If not, why?

Are all stakeholders satisfied with the way the process
is being implemented?

Has an administrator been selected? Is the
administrator technically qualified to carry out the
reconciliation process? Have procurement procedures
been respected in the hiring process?

Have capacity gaps been assessed? Is a capacity
building strategy in the making? Is it funded?

Has a communication strategy been approved? Is it
funded? Has a web site been established?

Learn what will be included in the work plan, reporting
template, and the administrator’s terms of reference

Work with civil society, company, and government
stakeholders to help address delays and obstacles to
implementation

Request automatic forwarding of public EITI documents

Request the administrator’s progress reports be
presented to the legislature

Request regularly scheduled EITI briefings

Ensure EITI follows the agreed work plan

DISCLOSURE AND
REVIEW

ANALYZING AND IMPROVING THE EITI REPORT
AND PROCESS

Disclose payments by
companies to government
to administrator

Disclose revenues received
by government to
administrator

Ensure payment and
revenue figures are
reconciled

Identify discrepancies
and recommend
improvements

Examine companies’
implementation support

Review actions taken on
lessons learned

Is the report exhaustive? Did the administrator fulfill its
terms of reference? If not, why not?

Did all companies and state bodies provide data? If
not, which did not and why not? Were any actions
taken against non-cooperating companies by the
government? If not, why not?

Were all material flows included? If not, why not?
Were all extractive resources included? If not, why not?

Are there discrepancies or gaps highlighted in the
report? Does the report explain the reasons behind
those discrepancies? If not why?

Does the report contain recommendations? Has the
government set up a reform strategy to address them?
Is the strategy available to legislature and the public? Is
it adequate?

Is a new reporting phase scheduled? If not, why not?

Meet with the administrator and with CSOs to discuss
report findings

Hold public hearings to discuss the report’s findings

Establish select (investigative) committees to examine
major discrepancies or problems

Produce committee reports highlighting areas for
government action

Seek government action through parliamentary
questions

Request that an audit be conducted

DISSEMINATION

COMMUNICATING THE EITI REPORT

Disseminate EITl report

Is the report comprehensible and easily accessible?

Has it been printed and distributed in paper copy? To
which entities? Has it been posted on a web site?

Has the communication strategy been implemented?
How?

How can legislators help communicate the EITl results?
How can the party help? How can the legislature help?

Ensure the EITI report is made public

Clarify communication objectives

Coordinate efforts with civil society

Conduct outreach on EITI through constituent relations
activities

Conduct committee-based outreach on EITI
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VALIDATION

ENSURING A SUCCESSFUL VALIDATION PROCESS

= Country undertakes
external validation

Is my country only an EITI candidate? If so, is it taking
steps to be validated?

Is there a validation strategy and timeline? Is it
available to the legislature and to the public?

Has a validator been selected? Is it technically
qualified to carry out the reconciliation process? Have
procurement procedures been respected in the hiring
process?

Is the validation report available to the legislature? Is it
available to the public?

What assessment does it provide? What actions does it
recommend?

= Meet with the validator

= Compare report to issues identified through previous
oversight of EITI

= Request copies of the validation report
= Offer to brief the validator

= Hold public hearings on report findings to encourage
government to carry out Validation

BEYOND THE EITI

STRENGTHENING THE EITI PROCESS

Does the EITI provide useful information for my work
on the budget?

How can | strengthen the EITI process in my country?
Can a law on the EITI help? What are the gaps identified
in the EITl process that a law can remedy?

Can the EITl be expanded to other resource sectors of
relevance in my country such as forestry or fisheries?
Can it be expanded to track revenue transfers to
subnational authorities?

Can it be expanded to include a review of spending?

Can it be extended to include a re-audit of payments
and revenues or other types of audit such as value for
money, process and physical audits?

= Pass alaw on the EITI to institutionalize and strengthen
the process

= Consider moving beyond core EITI to deepen or
broaden the EITI program

= Link anti-corruption and other good governance
reforms to EITI

= Connect EITl to the budget formulation and oversight
process

BECOMING PART OF THE WORLD EITI MOVEMENT

Do any neighboring countries implement the EITI?
Can joint regional strategies be defined to support
transparency in my country and region?

= Link EITl-related efforts with legislators in other
countries

= Network within international legislative organizations
= Promote regional cooperation on EITI

= Leverage interest in EITl to seek additional support for
legislative strengthening
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Appendix C: List of Additional Resources

EITI Resources

= EITl Factsheet
Extractive Industries Transparency Initiative, Regularly updated
The essential four page, easy-to-follow what, how, why, and who guide to the EITI.

www.eitransparency.org

= EITI Business Guide
Extractive Industries Transparency Initiative, 2008
This guide outlines how companies can support and play a role in EITI and revenue
transparency in the countries in which they operate.

http://www.eitransparency.org/document/businessguide

= EITIValidation Guide
Extractive Industries Transparency Initiative, 2006
This guide explains how validation should work, when it should be carried out
and expected outcomes of the process. It includes the Validation Grid, a diagram
showing each step in the EITI process, and Indicator Assessment Tools, which list
questions the validator should ask to ensure EITI process compliance.

http://www.eitransparency.org/document/validationguide

= Talking Transparency: A Guide for Communicating the EITI
Extractive Industries Transparency Initiative, 2008
This guide discusses strategies for national EITI secretariats to effectively
communicate with the public and other EITl actors on the EITl report and process.
It outlines approaches to designing a communications strategy on EITl, and shares
case studies from Cameroon, Democratic Republic of Congo, Kazakhstan and
Nigeria.

www.eitransparency.org

= EITI Sourcebook
Extractive Industries Transparency Initiative, 2005
The EITI Sourcebook provides guidance about how to become involved in the EITI,
and is intended to assist countries wishing to implement the EITl and stakeholders
wishing to support implementation.

http://www.eitransparency.org/document/sourcebook

=  Drilling Down
Revenue Watch Institute, 2008
Drilling Down is an extractive industries accounting and audit guide for civil
society. The guide presents an overview of critical industry and financial concepts
and issues, such as the different types of contracts used in the extractive sector,
the types of government accounts and accounting systems, and the structure and
flow of funds to and from government, all presented for a non-expert civil society
audience.

http://www.revenuewatch.org/news/publications/drilling-down.php
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= Implementing EITI: Early Lessons Learned from the Field
World Bank, 2008
This publication compiles “best practices”and “lessons learned” about EITI
programs, and is an additional source of information about how the EITI process
should work. Includes an Annex with example documents from several EITI
programs.

http://go.worldbank.org/C50KJZ7860

= EITI Progress Report 2006-2009
Extractive Industries Transparency Initiative, 2009
This publication outlines progress in the initiative from the Oslo Conference in
2006 until the Doha Conference in 2009. it includes snapshots of the initiative
from all implementing countries and opinions from the full range of supporting
stakeholders.

www.eitransparency.org

More up-to-date information, materials and news on the initiative can be found at
www.eitransparency.org, where you can also subscribe to a regular newsletter.

Additional Resources

=  Follow the Money: A Guide to Monitoring Budgets and Oil and Gas Revenues

By Jim Schulz, Revenue Watch Institute, 2005

http://www.soros.org/initiatives/cep/articles_publications/
publications/money_20041117/follow_money.pdf

= Committees in Legislatures: A Division of Labor
National Democratic Institute, 1996

https://www.ndi.org/files/030_ww_committees_0.pdf

= Covering Oil: A Reporter’s Guide to Monitoring Budgets
and Oil and Gas Revenues
Edited by Svetlana Tsalik and Anya Schiffrin, Open Society Institute, 2005

http://www.revenuewatch.org/news/publications/072305.pdf

=  Guide on Resource Revenue Transparency
International Monetary Fund, 2007

www.imf.org/external/np/pp/2007/eng/051507g.pdf

= Strengthening Legislative Capacity in Legislative-Executive Relations
National Democratic Institute, 2000

= Transparency and Accountability in Africa’s Extractive Industries:
The Role of the Legislature
National Democratic Institute, 2007

http://www.ndi.org/files/2191_extractive_080807.pdf
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Legislative Ethics: A Comparative Analysis
National Democratic Institute, 1999

https://www.ndi.org/files/026_ww_legethics_0.pdf

Orientation Handbook for Members of Parliaments
By John Johnson and Robert T. Nakamura, World Bank Institute, 2006

http://siteresources.worldbank.org/PSGLP/Resources/HandbookforM
embersofParlaiments.pdf

A Parliamentarian’s Guide to the World Bank
World Bank, 2005

http://go.worldbank.org/MTLDXXNBXO0

Promoting Revenue Transparency: 2008 Report on Revenue Transparency
of Oil and Gas Companies
Transparency International, 2008

http://www.transparency.org/news_room/latest_news/press_
releases/2008/2008_04_28_prt_report_launch

The Role of Parliament in Curbing Corruption
Edited by Rich Stapenhurst, Niall Johnston, and Ricardo Pelizzo, World Bank
Institute, 2006

Toward the Development of International Standards for Legislatures:
A Discussion Document for Review
National Democratic Institute, 2007

http://www.ndi.org/files/2113_gov_standards_010107.pdf
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Appendix D: NEITI Act (Excerpt)

NIGERIA EXTRACTIVE INDUSTRIES TRANSPARENCY INITIATIVE (NEITI) ACT, 2007

ABILLFOR

AN ACT TO PROVIDE FOR THE ESTABLISHMENT OF THE NIGERIA EXTRACTIVE INDUSTRIES TRANSPARENCY INITIATIVE (NEITI)

AND FOR RELATED MATTERS

Enacted by the National Assembly of the Federal Republic of Nigeria.

1. (1)

)

There is established a body to be known as the Nigeria Extractive Industries Transparency Initiative (in this Act
referred to as “the NEITI").

The NEITI:
(@) shall be an autonomous self-accounting body, which shall report to the President and the National Assembly,
(b) shall be a body corporate with perpetual succession with a common seal, and

() may:
() sueand be suedin its corporate name, and
(i) acquire, hold and dispose of movable and immovable properties in the discharge of its functions under this Act.

2. The primary objectives of the NEITI are:

(a)

(b)

(c)

(d)

(e)

to ensure due process and transparency in the payments made by all extractive industry companies to the Federal
Government and statutory recipients;

to monitor and ensure accountability in the revenue receipts of the Federal Government from extractive industry
companies;

to eliminate all forms of corrupt practices in the determination, payments, receipts and posting of revenue accruing
to the Federal Government from extractive industry companies;

to ensure transparency and accountability by government in the application of resources from payments received
from extractive industry companies, and

to ensure conformity with the principles of Extractive Industries Transparency Initiative.

3. For the purpose of realizing its objectives under this Act, the NEITI shall perform the following functions:

(a)

(b)

(c)

(d)

(e)

develop a framework for transparency and accountability in the reporting and disclosure by all extractive industry
companies of revenue due to or paid to the Federal Government.

Evaluate without prejudice to any relevant contractual obligations and sovereign obligations the practices of all

extractive industry companies and government respectively regarding acquisition of acreages, budgeting, contracting,
materials procurement and production cost profile in order to ensure due process, transparency and accountability.

Ensure transparency and accountability in the management of the investment of the Federal Government in all
extractive industry companies.

Obtain, as may be deemed necessary, from any extractive industry company an accurate record of the cost of
production and volume of sale of oil, gas or other minerals extracted by the company at any period, provided that
such information shall not be used in any manner prejudicial to the contractual obligation or proprietary interests of
the extractive industry company.

Request from any company in the extractive industry, or from any relevant organ of the Federal, State or Local
Government, an accurate account of money paid by and received from the company at any period, as revenue
accruing to the Federal Government from such company for that period, provided that such information shall not be
used in a manner prejudicial to contractual obligations or proprietary interests of the extractive industry company or
sovereign obligations of Government.
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()

4. (1)

)

4
(€)

)

(€)

Monitor and ensure that all payments due to the Federal Government from all extractive industry companies,
including taxes, royalties, dividends, bonuses, penalties, levies and such like, are duly made.

Identify lapses and undertake measures that shall enhance the capacity of any relevant organ of the Federal, State or
Local Government having statutory responsibility to monitor revenue payments by all extractive industry companies
to the Federal Government.

Disseminate by way of publication of records, report or otherwise any information concerning the revenues received
by the Federal Government from all extractive industry companies, as it may consider necessary.

Promote or undertake any other activity related to its functions and which, in its opinion, is calculated to help achieve
its overall objectives as enumerated in section 2 of this Act;

Ensure that all fiscal allocations and statutory disbursements due from the Federal Government to statutory
recipients are duly made.

The NEITI shall in each financial year appoint independent auditors for the purpose of Appointment auditing the
total revenue which accrued to the Federal Government for that year from extractive industry companies, in order to
determine the accuracy of payments and receipts.

The independent auditors appointed under subsection (1), of this section shall undertake a physical, process and
financial audit on such terms and conditions as may be approved by the National Stakeholders Working Group (NSWG).

Upon the completion of an audit, the independent auditors shall submit the reports together with comments of the
Extractive Industries Company to the NEITI, which shall cause same to be disseminated to the National Assembly and
the Auditor-General of the Federation and also ensure their publication.

The NEITI shall submit a bi-annual report of its activities to the President and National Assembly.

An auditor or auditing firm that has audited any extractive industry company in any given year shall not be
appointed in the same year for the purposes of subsection (2) of this section.

An auditor or auditing firm shall not be engaged for more than two years consecutively for the purposes of

subsection (2) of this section.

The Auditor-General of the Federation shall not later than 3 months after the submission of the audit report to the
National Assembly publish any comment made or action taken by the Government on the audit reports.

The governing body of the NEITI shall be the National Stakeholders Working Group (in this Act referred to as“the NSWG”).

The NSWG shall be responsible for the formulation of policies, programmes as strategies for the effective
implementation of the objectives and the discharge of the functions of the NEITI.

Without prejudice to subsection (2) of the section, the NSWG shall have powers to recommend the annual budget
and work-plan of the NEITI and ensure the periodic review of programmes performance by the NEITI.

The NSWG shall be constituted by the President and shall consist of a chairman and no more than 14 other members
one of whom shall be an Executive Secretary.

(@) In making appointment into the NSWG, the President shall include:
(i) representative of extractive industry companies,
(ii) representative of Civil Society,
(iii) representative of Labour Unions in the extractive industries,
(iv) expertsin the extractive industry, and
(v) one member from each of the six geopolitical zones;

(b) the Chairman and other members of NSWG other than the Executive Secretary shall serve on part-time basis.

The appointment of Executive Secretary shall be for 5 years and no more.

7. A person appointed as a member of the NSWG shall hold office for 4 years and no more.

8. The members of the NSWG as well as any person appointed to any of its special committees under section 2 may be paid
such allowances out of the funds of the NEITI as the National Revenue Mobilization and Fiscal Commission may approve.
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)

(€)

5)

The NSWG shall ordinarily meet quarterly for the dispatch of business at such times and places as it may determine,
but not less than four times in a year.

At every meeting of the NSWG, the Chairman shall preside and in his absence, a member of the NSWG appointed by
the members from among themselves shall preside.

Questions proposed at a meeting of NSWG shall be determined by a simple majority of members present and voting
and in the event of an equality of votes, the person presiding shall have a casting vote.

The NSWG may at any time co-opt any person to act as an adviser at any of its meetings but no person so co-opted
shall be entitled to vote at any meeting.

The validity of the proceedings of the NSWG shall not be affected by the absence of any member, vacancy among its
membership or by any defect in the appointment of any of the members.

The quorum of the NSWG at any meeting shall be 8 members.

The NSWG may constitute such special committees as it considers fit to deal different aspects of its responsibilities.

M

)

@)
4
(€)

)

The NSWG may create departments and engage the services of such staff at consultations as it may consider
necessary for the NEITI.

The NEITI shall have an Executive Secretary who shall

(@) be appointed by the President upon the recommendation of the NSWG provided he is a graduate with relevant
qualifications and of least 10 years cognate experience.

(b) be responsible for the day-to-day administration of the NEITI, and

(c) serve as Secretary to NSWG.

The staff and consultants of the NEITI may be engaged on such terms and conditions as the NSWG may determine.
The NSWG shall fix the remunerations, allowances and benefits of the staff and consultants of the NEITI.

(@) The NSWG shall recommend to the President for appointment, qualified validator line with NEITI guidelines as
contained in second schedule to this Act and

(b) NSWG shall fix the remunerations, allowances and benefits for the validators.

The funds of the NEITI shall consist of:

(@) such sumsas may be provided by the Federal Government and appropriated by the National Assembly based on
the budget submitted by the NSWG and which shall be released as and when due; and

(b) such sums as may be paid to the NEITI by way of grants, donations and gifts provided the sources of such grants,
donations and gifts are properly disclosed and not in conflict with the provisions of this Act.

The NEITI shall apply the proceeds of the funds established under section 13(1) of this Act to the:
a) cost of administration,
b) payment of salaries, allowances and benefits to members of the NSWG or any of its committees,

(
(
(c) payment of salaries, remunerations, allowances, pensions benefits to officers and employees for NEITI,
(d) payment of all purchases,

(

e) payment for all contracts, including mobilization, fluctuation, variations, legal fees and cost of contract-
administration; and

(f) carrying out of other activities that would ‘promote its objectives which are connected to all or any of the
functions of NEITI under this Act, and

(9) payment for validators.

The Governing body of NEITI, the NSWG, shall not later than 30*" September in each year, submit to the President and
the National Assembly an estimate of the expenditure and income of NEITI during the succeeding year and the NEITI
shall cause to be kept proper accounts in respect of each year and proper records in relation thereto.
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The NEITI shall cause the account of total revenue which accrued to the Federal Government from all extractive
industry companies, its receipts, payments, assets and liabilities to be audited not later than 6 months after the end
of each year by independent auditors appointed on such terms and conditions as the NSWG may approve and on
the confirmation of the audit the independent auditor shall submit the report with comments of the audited entity
to the NEITI which shall cause same to be published for the information of the public, provided that the contents of
such report shall not be published in a manner prejudicial to the contractual obligations or proprietary interests of
the audited entity.

The NEITI shall have power to borrow money from banks with the approval of NSWG.

The NEITI shall prepare and submit to the President and the National Assembly not later than 30™ September in
each year, a report of its activities during the immediate preceding year, and shall include in such report the audited
accounts of the NEITI for that year and the auditor’s report thereon.

The NEITI shall maintain bank accounts, the signatories of which shall be determined by the NSWG in accordance
with the regulation made pursuant hereto.

The accounts may be opened in such banks as the NSWG may determine.

An extractive industry company which:

(a) gives false information or report to the Federal Government or its agency regarding its volume or production,
sales and income, or

(b) renders false statement of account or fails to render a statement of account required under this Act to the
Federal Government or its agencies, resulting in the underpayment or non-payment of revenue accruable to the
Federal Government, or statutory recipients commits an offence and is liable on conviction to a fine not less than
N30,000,000.

Where the Extractive industry has been convicted of an offence under sub-section (1) of this section, the court shall,
in addition to the penalty prescribed there under, order the company to pay the actual amount of revenue due to the
Federal Government.

An extractive industry company which delays or refuses to give information or report under this Act, or willfully or
negligently fails to perform its obligations under this Act, commits an offence and is liable on conviction to a fine not
less than N30,000,000.

Without prejudice to subsections(1), (2) and (3) of this section, the President may on the recommendation of the
NSWG suspend or revoke the operational licence of any extractive industry company which fails to perform its
obligations under this Act.

If any extractive industry company commits an offence against this Act, every Director or other persons concerned
in the management of the company commits the offence and is liable on conviction to not less than 2 years
imprisonment or a fine not less than N5,000,000 unless that persons proves that:

(@) the office was committed without his consent or connivance, and

(b) the person exercised all such diligence to prevent the commission of the offence as ought to have been
exercised by that person, having regard to the nature of his functions in that company and to all the circumstances.
A government official who renders false statement of account or fails to render a statement of account required
under this Act to the Federal Government or its agencies, resulting in the underpayment or non-payment of revenue
accruable to the Federal Government or statutory recipients, commits an offence and is liable on conviction to not
less than 2 years imprisonment or a fine not less than N5,000,000 unless that person proves that:

(a) the offence was committed without his consent or connivance, and

(b) the person exercised all such diligence to prevent the commission of the offence as ought to have been
exercised by that person, having regard to the nature of his functions in that company and to all the
circumstances.

17. The NSWG may make regulations as it may consider expedient for the purpose of giving effect to the provisions of this Act

and for regulating any matter that falls within the scope of the functions of the NEITI.
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Subject to the provisions of this Act, no suit shall be commended against NEITI before the expiration of 30 days after written
notice of an intention to commence the suit shall have been served upon NEITI as a defendant or its agent, and the notice
shall clearly and explicitly state:

(@)  the cause of action;

(b)  the particulars of the claim;

(c)  the names and the legal practitioners representing the plaintiff and their addresses; and

(d)  therelief sought.

(1) The Executive Secretary of the NEITI, his officers, employees or agents shall personally be subject to any action, claim
or demand by, or liable to any person in respect anything done or omitted to be done in the exercise of any function
or power conferred by this Act upon the NEITI or member of the NSWG.

(2) A member of the NSWG, the Executive Secretary or any officer of the NEITI shall be indemnified out of the funds
of the NEITI against any liability incurred by him in defending any proceeding, whether civil or criminal, if the
proceeding is brought against him in his capacity as a member of NSWG, Executive Secretary, officer or any employee
of the NEITI.

(3)  Subject to the provisions of this Act, the provisions of the Public Officers Protection Act shall apply in relation to any
suit instituted against any officer, or employee of NEITI or member of the NSWG.

A notice, summons, other court processes, other documents required or authorized to be served upon the NEITI under the
provisions of this Act, any other law or enactment shall be served by delivering it to t6he Executive Secretary or by sending
it by registered post and addressed to the Executive Secretary at the principal office of the NEITI.

In this Act:

“Extractive Industry Company” means any company in Nigeria that is engaged in the business of prospecting, mining,
extracting, processing and distributing minerals and gas, including oil, gold, coal, tin, bitumen, diamonds, precious stones
and such like, and includes any agency or body responsible for the payment of extractive industry proceeds to the Federal
Government or its Statutory Recipient;

“Federal Government” means The Federal Government of Nigeria;

“Government” means the three tiers of the government of Nigeria, including Federal, State and Local Government, and their
respective Ministries, agencies and departments.

“President” means the President and Commander-in-Chief of the Armed Forces of Federal Republic of Nigeria;

“Statutory Recipient” means any entity to whom by law, extractive industry companies or Government are obliged to make
payments;

“Extractive Industry Expert” means a person who has spent a minimum of ten (10) years in a management position in the
extractive industry;

“NSWG” means National Stakeholders Working Group.

This Act may be cited as the Nigeria Extractive Industries Transparency Initiative Act 2007.
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SCHEDULE Section 2(7)

SUPPLEMENTARY PROVISIONS RELATING TO THE NIGERIA EXTRACTIVE INDUSTRY TRANSPARENCY INITIATIVE, ETC.
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Miscellaneous
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Proceedings of the Governing Body

Subject and section 27 of the Interpretation Act, Cap. 192LFN, 1990 the NSWG may make standing order to regulate
its proceedings for those of any of its Committee.

The quorum of the NSWG shall be Chairman or any other person presiding at a meeting in his absence and 4 other
members of the governing body and the quorum of any Committee shall be as determined by the governing body.

the NSWG shall meet whenever it is summoned by the Chairman and if the Chairman is required to do so by notice
given to him by not less than 4 other members, he shall summon a meeting of the NSWG to be held within 14 days
from the date on which the notice was given.

At any meeting of the NSWG, the Chairman shall preside but if he is absent, the members present at the meeting
shall appoint one of them to preside at the meeting.

When the NSWG desire to obtain the advice of any person on a particular matter, it may co-opt him for such period
as it deem:s fit, but a person who is a member by virtue of this sub-paragraph shall not be entitled to vote at any
meeting of the NSWG and shall not count towards a quorum.

The NSWG shall ordinarily meet at such times and places as it may determine, and for not less than four times in a
year.

questions proposed at a meeting of the NSWG shall be determined by a simple majority of members present and
voting, and in the event of an equality of votes, the Chairman or any other person presiding shall have a second or
casting vote.

The NSWG may appoint one or more Committee to carry out on its behalf such of the functions of NEITI as it may
determine.

A Committee appointed under this paragraph shall consist of such number of person as may be determine by the
NSWG and a person shall hold office on the Committee in accordance with the terms of his appointment.

A decision of a Committee shall not have effect until it is confirmed by the NSWG

The fixing of the seal NEITI shall be authenticated by the signatures of the Chairman and Secretary of the NSWG
generally.

Any contract or instrument which, if made or executed by a person not being a body corporate would not be
required to be under seal, may be made or executed on behalf of NEITI by the Secretary of the NSWG general or any
other person specifically authorized by the NSWG to act for that purpose.

A document purporting to be duly executed under the seal of NEITI shall be received in evidence and shall, unless the
contrary is proved, be presumed to be so executed.

The validity of any proceeding of the NSWG or of a Committee shall not be adversely affected by:-
a) Avacancy in the membership of the NSWG or a Committee, or
b) A defectin the appointment of a member of the NSWG or Committee, or

¢) Reason that a person not entitled to do so took part in the proceedings of the NSWG or Committee.
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Appendix F: EITI Glossary

Administrator: An organization (usually an audit or consulting firm) appointed

to reconcile payments and revenue data provided by companies and government
agencies involved in the extractive industries. In a reconciliation, the administrator
compares different sets of data and investigates and explains discrepancies where they
occur.

Audit: A process of obtaining, verifying, potentially reconciling and reporting upon
a company’s, government’s, or other entity’s financial statements (and in some cases,
statements related to production volume).

Auditor: An organization, typically an independent audit firm, that is licensed or
otherwise certified to provide financial audits and related services by a professional
standards or chartering authority for auditors within a designated legal jurisdiction.

In EITI, the auditor is typically charged with the responsibility of inspecting the financial
accounts and other information held by those companies and/or government agencies
involved in the extractive industries and ascertaining whether such accounts and
information are accurately recorded and reported.

Bonuses: A type of payment made to government at certain agreed points in the
exploration and production process for oil. A signature bonus is paid upon contract
signing; discovery bonus paid upon first discovery of oil; and production bonus is paid
when production has reached a specified level.

Candidate Country: A country that has publicly committed to implement EITl and that
has met the first four EITI (sign-up) validation indicators.

Compliant Country: A country that has fully implemented EITl and has undergone a
successful Validation process in line with the EITl validation indicators.

Civil Society Organization: Civil society organizations are nongovernmental
organizations such as trade unions, issue-based coalitions, faith-based organizations,
indigenous people’s movements, and foundations.

Disaggregation: Method of reporting by which individual companies and/or types
of payments (taxes, royalties, etc.) made to a government are disclosed and can be
identified separately in an EITl report.

Dividend: A payment to a partner or shareholder out of the profit of a company as a
return on the investment made.

EITI Board: The international body that oversees EITI globally. The Board consists of
representatives from EITI implementing government institutions, donor organizations,
extractive industry companies, investors, and civil society organizations.

EITI Criteria: The internationally agreed six criteria that describe the minimum
outcome of a successful EITI program. They are included as Appendix A.

EITI Principles: The founding tenets of the Initiative. They are also included as
Appendix C.
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EITI International Secretariat: EITI is supported by an International Secretariat
presently based in Oslo, Norway. The Secretariat is the custodian of the EITI
methodology and provides coordinating energy to the global initiative. Most
implementing countries have a national secretariat with a full-time staff to help
manage the administrative aspects of EITI implementation.

Export/Import Duties: A type of tax applied to the export or import of products.
Oil and gas are usually exempt from export duties.

Financial Flows: Payment streams between extractive companies and any
government entity at any level of government.

Extractive industries: Industries that extract natural resources, such as oil, natural gas,
diamonds, coal, and other minerals from the ground.

In-Kind Payments: Payments made to a government (e.g., royalty) in the form of the
actual commodity (e.g., oil, gas, or minerals) instead of cash.

International Auditing Standards: The internationally accepted standards applicable
to the way professional auditors conduct audits, as issued by the International Auditing
and Assurance Standards Board. The applicability of these standards in each country is
a matter for the relevant regulatory organization of that country.

Joint Venture: A group of companies, which can include a state-owned company, that
have joined together to conduct explorations and prospectively exploit minerals or
hydrocarbons under a specified area under the terms of an agreed contract.

Material/Materiality: A threshold amount or percentage used to determine if a
company or a payment is significant to an outcome, or “materially” affects the outcome
if included or excluded. EITI implementing countries often set materiality levels based
on company or payment size. A materiality level for a company would define the

size of company above which companies are required to participate in a national EITI
process. A payment materiality level would define the size of payment above which
those payments should be included in the EITI process. It is the responsibility of the
stakeholders to decide how to define materiality levels.

Multi-stakeholder working group (MSG): The key decision-making body in a
national EITI process, which leads and oversees implementation of EITl in a country.
MSG membership should include representatives of government bodies, extractive
industry companies, and civil society organizations.

Production Sharing Contract/Agreement: A petroleum production arrangement in
which the contractor bears all costs of exploration and production without such costs
being reimbursable if no find is made in the contract area and in which the government
and contractor are both paid in the resource produced.

Reconciliation: A sufficient explanation of the difference between two figures.

Revenue streams: A term used to describe how a government, company, organization
or individual receives and collects money from users of their product or service (for EITI:
royalty, VAT, etc.)

Resource Curse: A term widely used to describe the paradoxical situation in which
countries with abundant natural resource wealth are the most likely to suffer from high
poverty rates, weak economic growth, and slow development.
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Royalty: A payment for the extraction of mineral resources made to the host
government (which may include a regional, provincial, and/or local administration).

Stakeholders: Members of the government, civil society, and private sector affected
by the extractive industry in a country. Representatives of all stakeholder groups must
have an opportunity to actively participate in EITI.

Tax: A payment made by a company to the host government in proportion to the
taxable income resulting from the project (corporate tax and profits tax are two
examples).

Validation: The agreed process by which progress on implementing EITI by countries
is measured against the EITI Criteria. Details on the validation process can be found at:
http://www.eitransparency.org/document/validationguide.

Value Added Tax (VAT): A tax applied to each stage of the manufacture and sale of a
product or service. The rules for a VAT system are specified at country level and differ
between countries. Export of oil and gas is usually exempt from VAT.
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The Extractive Industries

Transparency Initiative (EITI) is a globally
developed standard that promotes revenue
transparency at the national level. Itisa
coalition of governments, companies and
civil society. Through its robust yet flexible
methodology, company payments and
government revenues from oil, gas and
mining are published, and discrepancies
reduced. Although the EITI Board and the
International Secretariat are the custodians
of the EITI process, implementation takes
place at the country level, in a process

that emphasises multi-stakeholder
participation.

www.eitransparency.org

The National Democratic Institute (NDI)
is a nonprofit organization working

to strengthen and expand democracy
worldwide. Calling on a global network

of volunteer experts, NDI provides
practical assistance to civic and political
leaders advancing democratic values,
practices, and institutions. NDI works with
democrats in every region of the world

to build political and civic organizations,
safeguard elections, and promote citizen
participation, openness, and accountability
in government.

www.ndi.org

The Revenue Watch Institute (RWI)
promotes the responsible management

of oil, gas and mineral resources for the
public good. With effective revenue
management, citizen engagement and
real government accountability, natural
resource wealth can drive development
and national growth. RWI provides the
expertise, funding and technical assistance
to help countries realize these benefits.

www.revenuewatch.org

The United States Agency for
International Development (USAID)

is the principal U.S. government agency
that provides assistance overseas to
countries recovering from disaster, trying
to escape poverty, and engaging in
democratic reforms.

www.usaid.gov



www.eitransparency.org

www.ndi.org
www.revenuewatch.org

www.usaid.gov





