NATURAL RESOURCE TRANSPARENCY: STRENGTHENING THE USE OF EXTRACTIVE
INDUSTRY REVENUES FOR PUBLIC BENEFIT
2015
The UK Government should use its third Open Government Partnership National Action Plan (NAP3 20162018) to consolidate and advance its major contribution to payment and revenue transparency in the
world’s oil, gas and mining industries. It should do this by:




ensuring that UK- (London Stock Exchange-) listed as well as UK-incorporated extractive companies
provide open data;
filling in reporting gaps by working for EU-wide extractives commodity and other payments disclosure;
filling in reporting gaps by extending disclosure to AIM-listed companies and influencing the Overseas
Territories and Crown Dependencies to require disclosure.

1. Ensure that the UK fulfils its OGP NAP 2 commitments by requiring UK-listed extractive companies to
publish data under the EU Transparency Directive Amending Directive in an open and machine-readable
format by 2017.
Rationale:
The UK has an existing OGP NAP 2 commitment to “principles of open data through the G8 Open Data
Charter, which will be applied to extractives’ data”1 and is developing an open data reporting procedure and
open data outputs for reports by UK-registered extractive companies to Companies House (the companies
registrar for England and Wales) under the EU Accounting Directive.2 However, the Financial Conduct
Authority (the UK listings authority) has publicly stated that for UK-listed companies under the EU
Transparency Directive it “does not plan to impose a prescribed reporting format at this time”,3 although HM
Treasury has since informed civil society that the FCA will consult with a view to imposing such a
requirement from 2017.
Major international oil, gas and mining companies such as Glencore, Gazprom, Rosneft and Lukoil are UKlisted but not UK-registered, and it will be important that their payments are reported to the FCA and
published as open and machine readable data along with UK-registered company data reported to
Companies House.
The UK Government and its 2013 G8 partners recognised that data needs to be available in an open and
machine readable format, and committed to provide this, to “empower … data innovators”, “increase open
data literacy”, “allow automated processing and access with the minimum number of file downloads” and
“increase awareness about how countries’ natural resources are used [and] how extractives revenues are
spent”.4
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Users need machine readable and manipulable data to make comparisons and gain a bigger picture of
natural resource payments and revenues, in order to meet the EU Directives’ objectives of increasing
accountability via transparency.5 Demand from civil society for open and machine readable data arises from
the need to analyse and reuse the data in its full context, in bulk as well as for individual companies,
countries and projects.6
2. Fill in reporting gaps relating to certain categories of payments to governments by extractive companies,
and champion transparency in the trading of oil, gas and minerals, by ensuring that the UK’s and EU’s
reviews of implementation of the transparency requirements of the 2013 EU Accounting and Transparency
Directives (reviews in 2017 and 2018 respectively) extend reporting requirements to: (a) payments to
governments for the sale of oil, gas and minerals; (b) payments to governments for transportation and
export activities; (c) payments to governments for social expenditures; and (d) payments to state security
forces for security services.
Rationale:
(a) Payments to governments for the sale of oil, gas and minerals
The UK is one of the world’s largest hubs for oil and other commodities trading, along with Switzerland and
the USA, and is responsible for 25% of the global commodity trade in oil.7 While the UK now requires
payment transparency for large and publicly listed extractive companies for upstream activities, such
companies’ – and commodity trading companies’ – midstream payments to governments (including to
state-owned enterprises) for the purchase of oil, gas and minerals remain one of the most profitable yet
opaque areas of the natural resources sector.8 Major EU-registered and/or -listed companies that engage in
commodity trading include not only recognised traders such as Glencore but also “major oil companies’
commodity trading arms, such as BP … Shell … and Total”.9
Commodity trading contributes substantially to state revenues. From 2011 to 2013, the total value of sales
by the national oil companies of sub-Saharan Africa’s 10 leading oil producers equalled 56% of combined
government revenues (more than 10 times international aid to these countries).10 Countries where the
“resource curse” is acute such as Angola, Congo-Brazzaville, Gabon and Nigeria are highly dependent on
commodity trading with companies based in the UK (second in the world for oil trading) and Switzerland
(world leader).11 National oil companies’ sales in countries such as Azerbaijan and Nigeria constitute about
5

See Open Knowledge Foundation, “Natural resource revenues should be published as open data”, August 2013,
http://blog.okfn.org/2013/08/08/natural-resource-revenues-should-be-published-as-open-data
6
For a demonstration of the way users will be able to visualize and benefit from open data released as a result of the
Companies House system due to be put in place for the UK Reports on Payments to Governments Regulations 2014, see
the submission to the US Securities and Exchange Commission by the Natural Resource Governance Institute,
September 2015, available at https://www.sec.gov/comments/df-title-xv/resource-extractionissuers/resourceextractionissuers-84.pdf
7
Berne Declaration, Commodities: Switzerland’s Most Dangerous Business, 2012,
https://www.ladb.ch/fileadmin/files/documents/Rohstoffe/commodities_book_berne_declaration_lowres.pdf, p.39
8
Financial Times, “Commodity traders reap $250 bn harvest”, 14 April 2013, http://www.ft.com/cms/s/0/9f6f541ea397-11e2-ac00-00144feabdc0.html
9
RCS Global, “7 reasons why trading companies disclosing payments to governments makes good business sense”, June
2015, GOXI, http://goxi.org/profiles/blogs/7-reasons-why-trading-companies-disclosing-paymentsto?xg_source=msg_mes_network
10 Natural Resource Governance Institute, Swissaid and Berne Declaration, Big Spenders – Swiss Trading Companies,
African Oil and the Risks of Opacity, 2014,
http://www.resourcegovernance.org/sites/default/files/BigSpenders_20141014.pdf
11
Berne Declaration, Commodities: Switzerland’s Most Dangerous Business, op. cit.; Natural Resource Governance
Institute, “Swiss disclosure proposal would promote global transparency”, September 2012,

2

70% of total government revenues,12 largely to oil traders.
Opaque and suspect deals are common. For example, a 2013 contract with the Republic of Congo’s stateowned oil refinery reportedly enabled a junior Geneva-based trading company, said to be close to the
Congolese President's son, to buy oil at a very favourable price and to immediately resell at a higher price
under the same contractual conditions.13
The UK Financial Conduct Authority has identified due diligence gaps in commodity trading enabling
corruption, “financial crime risk” and “heightened reputational risk” for trading companies.14 NGOs have
exposed the link between commodities trades and Politically Exposed Persons, as well as the lack of due
diligence requirements to know your customer in the sector.15
In Switzerland, the world's largest commodity trading hub, a preliminary draft law on extractives
transparency aligned with the payments to governments requirements of the EU Accounting and
Transparency Directives includes the ability for the Swiss Federal Council to extend the scope of the
legislation quickly to include payments to governments for commodity trading, but only as part of an
“internationally agreed process”.16 UK action could have a significant impact on Swiss moves to improve
trading transparency in the extractives sector. Taken together, action in the UK and Switzerland would
capture over half of the world’s commodity trading and significantly improve transparency in the trading of
oil, gas and minerals.17
Extension of the EU Directives and UK regulations to cover commodity trading would also be in keeping
with the revised EITI Standard: “Where the sale of the state’s share of production or other revenues
collected in-kind is material, the government, including state owned enterprises, are required to disclose
the volumes sold and revenues received. The published data must be disaggregated to levels
commensurate with the reporting of other payments and revenue streams.”18 Countries such as Iraq and
Nigeria now publish EITI data on commodity transactions,19 and leading Swiss oil trader Trafigura has
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committed to make similar disclosures.20
(b) Payments to governments for transportation and export activities
Revenues and in-kind payments earned from the energy transit trade are at risk of corruption and
mismanagement, contributing to political instability, and should be covered by UK and EU transparency
legislation. European energy supplies are particularly dependent upon transport through pipelines, making
natural gas transport a growing industry of geopolitical importance to Europe, especially in the case of
pipelines from the former Soviet Union.21 In Africa major new pipeline networks are under construction and
proposed with large capital investments.22
The extractives transportation subsector can involve destabilising instances of theft and corruption, such as
the oil theft and fraudulent gas deals with international companies that have cost Nigeria an estimated US$1
billion a month.23 Tracking transit and transportation fees and in-kind payments is critical to understanding
the use, control and abuse of pipelines and other transport mechanisms. The US Dodd-Frank Act Section
1504 recognises this by including export among “significant actions relating to oil, natural gas, or minerals”
to which it applies transparency requirements.24
Extension of the EU Directives and UK regulations to cover payments for transit and transportation would
also complement the revised EITI Standard: “Where revenues from the transportation of oil, gas and
minerals constitute one of the largest revenue streams in the extractive sector, the government and state
owned enterprise/s are expected to disclose the revenues received. The published data must be
disaggregated to levels commensurate with the reporting of other payments and revenue streams.”25
(c) Payments to governments for social expenditures
Legal or contractual obligations for extractive companies to make social payments to governments are a
common feature of resource-rich countries’ fiscal frameworks and a significant source of revenue for
government budgets. In Angola, companies are required to make social contributions under the 2004
Petroleum Activities Law and under production sharing contracts. These funds are vulnerable to corruption
and mismanagement: US$175 million in social contributions from a single Angolan oil block may have been
corruptly diverted, with a further US$175 million due to be paid.26 In Kazakhstan, where companies are
contractually obliged to make social contributions, civil society groups have reported funds being misused.27
Extension of the EU Directives and UK regulations to cover social expenditures would also complement the
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revised EITI Standard: “Where material social expenditures by companies are mandated by law or the
contract with the government that governs the extractive investment, the EITI Report must disclose … these
transactions. The published data must be disaggregated to levels commensurate with the reporting of other
payments and revenue streams.”28
(d) Payments to state security forces for security services
Extractive activities often involve the use of state security forces, and companies often make payments to
the state and related institutions for security services.29 Company–state security relationships are a
notorious area of opacity and risk both for investors and for affected communities in many extractives
locations,30 and payments to state security forces therefore need to be publicly reported.
3. Fill in reporting gaps relating to payments to governments by extractive companies listed on certain
markets by: (a) extending current disclosure requirements to non-EU-regulated exchanges in the UK such as
AIM; and (b) influencing the UK Overseas Territories and Crown Dependencies to introduce similar
regulation for their registered and publicly listed extractive companies.
Rationale:
(a) Because of the number of major extractive companies listed on the Alternative Investment Market (AIM),
to create a level playing field for UK- and EU-listed companies the UK Government should extend the
application of the Transparency Directive beyond strictly EU-regulated markets to include AIM, which is an
LSE-regulated market.31
AIM already requires prospectus-issuing oil, gas and mining companies to disclose in their admission
document “any payments aggregating over £10,000 made to any government or regulatory authority or
similar body made by the applicant or on behalf of it, with regard to the acquisition of, or maintenance of, its
assets”.32
(b) For similar reasons, the Government should use its influence over the Channel Islands to ensure that the
Channel Islands Securities Exchange (CISE) in Guernsey adopts equivalent mandatory reporting
requirements. This will avoid the Channel Islands becoming a European listings centre that attracts “forumshopping” by companies seeking to avoid application of the EU Transparency Directive. The Government
should likewise also ensure that Jersey and other UK Overseas Territories and Crown Dependencies apply
equivalent disclosure requirements to their home-incorporated extractive companies.
For further information:
Miles Litvinoff, Coordinator, Publish What You Pay UK, mlitvinoff@pwypuk.org / 07984720103
Joseph Williams, Senior Advocacy Officer, Natural Resource Governance Institute,
jwilliams@resourcegovernance.org / 07775751170
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