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1.1. Introduction

This report sets outhe results of reconciliation of the financial flow from activities in the solid
minerals sector in Nigeria for the 2019 fiscal year. The report was commissioned as part of the
implementation of the NEITI Act 2007 and the EITI Standard. 2019

1.1.1.EITI Implemetation

The EITI is a global body committed to promoting high standard of transparency and

I OO02dzyGil oAt AGE Ay (GKS dzaS 27F dfor D2 mmyeii NiEtQAa 6 S|
citizens. Nigeria voluntarily signed up to EITI in 2003 to promote gmtudhanagement of

revenues from & abundant natural resources, reduce poverty and ensure sustainable
development. For more information on EITI, please \isitis://eiti.org/who-we-are

1.1.2.EITlimplementation in Nigeria

Nigeria Extractive Industries Transparency Initiative (NEITI) is responsible for implementing the
EITI Standard in Nigeria. Nigeria signed up to the EITI in 2003 and the implementation began on
February 2004. The Act establishiNgITI was enacted in 2007 with powers to enforce the
implementation of the EITI Standard in the extractive sector in Nigeria. The NSWG is the
governing body of NEITI, and consists of 15 members representing government, @iy, soc
and the extractive @mpanes in Nigeria. It has the prime duty of formulating policies, programs
and strategies for effective implementation of the NEITI Act in compliance with global best
practices and the EITI Standard (visitps://neiti.gov.ngfor more information).

10


https://eiti.org/who-we-are
https://neiti.gov.ng/

2003

Nigeria commits Nigeria became an
to joining EITI EITl implementing
country

2007

2012 2018

NEITI published Validation

first report for

SMA

Fig 1: EITI Implementation in Nigeria

1.1.3.Annual Reporting

commenced

2019

Nigeria attains

Satisfactory Progress

2020

Nigeria recognized by
EITI for publishing

an ElTl report in
record time

The 2019 SMA report is the tenth (10OSMA report to be published since NEITI signed up to the
EITI in 2003. The sector has contributadtal of N496.28 billion in the last 13 years as shown

in Tablel.

Tablel: 13year trend of sector contribution

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

78
78
78

67
65
65

42
56
59
69
74

QoAt A
7.59
10.57
19.15
17.10
27.01
25.57
30.25
49.17
64.46
43.22
52.76
69.47
79.96
496.28

116.3
130.75
147.6
148.67
156.2
155.27
155.2
167.5
196.5
304.5
305.5
306.5
306.5

' {PQ YA
65.26
80.82
129.73
115.00
172.91
164.67
194.93
293.57
328.06
141.94
172.69
226.66
260.88

2,347.12

12-Dec
12-Dec
12-Dec
12-Dec
13-Jan
15-Dec
16-Mar
16-Dec
17-Jul
18-Nov
19-Oct
20-Mar
20-Dec
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Figure 2 Thirteen-Year Trend oSM Sector Contributiorto Government revenue

1.2. Scope andDbjectives of the Audit
1.2.1. Scope of the Audit

The audit covers payments made by companies to government in the solid minerals sector in
the 2019 fiscal year. The full scope of work is detailed in the ToR for the audit (see Appendix 1).

Themain objective of the audit is to produce a Solid Mineratiuktry Audit (SMA) Report for
2019 in accordance with the NEITI Act, the EITI Standard 2019 and the ToR.

Other objectives that the audit aied to achieve include:

1 Report on the quantities of minerals produced, utilized, and exported

1 Analyg payments made by mining companies to the Government;

1 Identify and analyse receipts by the Government;

1 Reconcile data on production and payments made by mining companies with receipts by
the Nigerian government; and

1 Give a detailed financial statement onrpluses or deficits payable/receivable at the
end of the audit period for transparency and accountability.

1.2.2. Data Sources and Basis of Accounting

The IA used the following data sources:

12



a

DATA SOURCES

Secondary sources of data included previous NEITI auditrteepoeports produced by
government agencies and solid minerals extractive companies.

The report conforms to the International Standards on Auditing (ISA) as applied in the planning
and collection of audit data; while all financial information was handiedcomply to the
International Standards on Related services (ISRS).

1.2.3 Materiality

The NSWG approved royalty payments as the basis for selection of companies that were
covered by the audit. A materiality thresholdd8Million was set for the 2019 solid minerals
audit by the NSWG. The IA agreed with the NSWG, that the condition ant¢ladeset for the
audit provided adequate coverage for the reconciliation repS8eeAppendix Xor approved
NSWG Materiality documents.

1.2.4 Covered Entities

The entities covered for the reconciliation reporttbe 2019 SMA include Extracti@@mpanies and
Government Agenciesndare listed in Table2 and 3 respectively.
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a) Extractive CompaniesA total ofseven hundred and two (702) companies paid ragalin
2019, whileseventyf2 dzZNJ 6 T n0 YSG GKS Yl GSNRAIFf ASWA KNS a
However, out of these 74 companies, 68 of them were in operations during the course of
audit and were reconciled; they accounted for 87.63%haf total royaties paid in the
year. The top five (5) companies paid 51.97% of the total royalties
b)

Table 2: List of companies

- Dangote Cement Plc 635,515,563.95 25.40%
- Lafarge Plc 320,111,882.50 12.79%
- Dangote industries 142,760,695.26 5.71%
- Julius Berger Plc 107,910,086.40 4.31%
- Reynolds Construction Company Nig. Ltd 94,124,643.50 3.76%
- BUACCNN 71,051,487.00 2.84%
- Setraco NIG. LTD 69,922,112.07 2.79%
- BUA Cement PI©kpella 64,164,260.00 2.56%
- Zeberced Limited 62,146,170.00 2.48%
- First Patriot Limited 49,292,317.50 1.97%
- CCECC Nig Ltd 46,775,370.00 1.87%
- Solid Unit Nig. Ltd 32,760,000.00 1.31%
- Triacta Nig Ltd 32,708,042.00 1.31%
- Mother Cat Nig Ltd 30,992,032.40 1.24%
- Mercury Mining Investment Ltd 25,071,443.00 1.00%
- CGC Nig. Ltd 21,080,336.00 0.84%
- Woda Mountain Invest. Nig. Ltd 17,891,142.00 0.72%
- Zuma 828 Limited 17,310,703.00 0.69%
- RatconConstruction Company Ltd 16,624,113.00 0.66%
- Arab Contractor Limited 14,693,432.00 0.59%
- China Zhonghao Nig. Ltd 14,163,250.00 0.57%
- Georgio Rocks Limited 14,005,024.25 0.56%
- Mark-Sino Nig. Ltd 12,923,672.00 0.52%
- CNC Miningcompany Limited 12,510,305.25 0.50%
- Z & Y Investment Company Ltd 12,308,250.00 0.49%
- Levant Construction Ltd. 12,200,000.00 0.49%
- Kopek Construction Limited 11,942,700.00 0.48%
- Hitech Construction Ltd 10,660,277.00 0.43%
- DatumConstruction Ltd 10,185,333.00 0.41%
- Gilmor Engineering 9,464,126.00 0.38%
- Gitto Costruzioni Generau Nig. Ltd 9,100,000.00 0.36%
- NBHH Nig Ltd 9,046,271.00 0.36%
- Petra Quarries Ltd 8,665,556.00 0.35%
- JinziangQuarry Co. Ltd 8,340,300.00 0.33%
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- E. B. H. Granite Ltd 8,048,280.00 0.32%
- Zhong Xing Mining Investment Ltd 7,276,320.70 0.29%
- Crushed Rock Industries (Nig) Ltd 6,876,310.59 0.27%
- Saliini Nigeria Ltd 6,831,942.72 0.27%
- SaturnMining Company Ltd 6,609,104.00 0.26%
- Rock Waters Integrated Services Nig. Ltd 6,491,467.50 0.26%
- Malcomines Ltd 6,390,000.00 0.26%
- OFL Marble & Granite Ltd 6,139,500.00 0.25%
- Platinum Asphalt and Crushing Co. Ltd 5,592,802.00 0.22%
- Zhong Tai Mining (Nig.) Limited 5,260,700.00 0.21%
- Rock King Construction Limited 5,139,942.00 0.21%
- A.A.Y. International Mining Company Itd 4,913,850.60 0.20%
- XVE GAO (Nig.) Limited 4,800,000.00 0.19%
- Brothers Quarry Nig. Ltd 4,562,940.63 0.18%
- Inorganic Earth Resources Itd 4,521,987.98 0.18%
- Homaset Limited 4,430,000.00 0.18%
- Venus Mining Co. 4,391,950.00 0.18%
- XinXin Mining Resources 4,378,678.00 0.17%
- Master Rock Ltd 4,358,972.40 0.17%
- ChinaRailway Construction Company 4,350,400.00 0.17%
- Ganan Construction company Ltd 4,350,000.00 0.17%
- Afdin Construction company Ltd 4,322,227.00 0.17%
- Lake Petroleum Ltd 4,200,157.50 0.17%
- Gerawa Global Engineering Ltd 4,180,074.00 0.17%
- Balmore Trading Company Ltd 4,116,910.27 0.16%
- CLC Technical and Engineering Nig. Ltd 4,115,713.00 0.16%
- CCC Construction Nig. Limited 4,096,133.20 0.16%
- Sizhe Global Ltd 3,719,000.00 0.15%
- Kunlun Niigeria Limited 3,442,360.00 0.14%
- Manhardi Nigeria Limited 3,410,000.00 0.14%
- Dantata & Sawoe Construction Co. Nig 3,393,275.00 0.14%
- Rockston Dredging and Allied Work Limited 3,240,000.00 0.13%
- Rock Bottom Mines & Power 3,234,129.50 0.13%
- Al'Sa'abQuarry Multipurpose Cooperative Society 3,099,075.00 0.12%
- Subtotal Total 2,192,705,099.67 87.63%
- Unilateral paymentsof 6 companiesabove 3million threshold 40,760,155.80 1.63%
- Unilateral payments below 3million threshold 268,763,758.42 10.74%
- Grand total 2,502,229,013.89 100.00%

Source: 2019 NEITI SMA Template& MID Record

c) Government Agenciednformation was obtained fronsix (6) government entities for the
2019 audit as enumerated ifable 3
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Table 3: List oGovernment Entities

. FederalnlandRevenueservicg FIRS) CompanyincomeTax(CIT) ValueAddedTax
(VAT)WithholdingTax(WHT), Educatiomax(EDT)

- MinesInspectorateDepartment(MID) Royalty permits
- Mining CadastrabDffice(MCO) Feeqe.g.,Annualservicefee, Applicationfees)
- Nigeria Custom Service (NCS) Export Data
- Central Bank of Nigeria (CBN) Export Data
. RevenueMobilization Allocation and Fiscal Revenue Distribution Data

Commission (RMAFC)

Source: 2019 NEITI SMA Templates

1.2.5 Structure of the Report

The report is structured into seven sections. Section 1 captures the contextual information
including the background of EITI in Nigeria, the scope and objectives of the report and an
overview of the mining industry in Nigeria. It also highlights the metiagly used for the
audit, the materiality threshold, the work done by the IA and Data Quality and Assurance.

The Legal and Institutional framework including fiscal regime and incentives, allocation of
contracts and licenses are captured in section 2.ti@ec3 highlights mining operations in
Nigeria, including exploration, production, and export.

Section 4 details revenue collection and taxes paid to the government in the reporting period
while revenue allocation is captured in Section 5. Section 6@étshe social, economic and
environmental impact of the solid mineral sector; the section also describes industry reforms
FYR 20KSNJ SYSNHAAyYy3 AdadzsSaod [lFLadfex aSOlAzy
and recommendations.
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Figure 3: Structure of the report

1.2.6 Approach and Methodology

The gproach and methdology to the audit involves fivaeps:

a)
b)
c)
d)
e)

Preliminaryplanning anddocumentation;

Financiaflow assessment andnalysis;

Physical production and export volumes;
Reconciliatiorvalidation andinvestigation ofdiscrepancies; and
Final Nigeria EITéport.

The preliminary planning and documentation involved the review of the companies operating in
the industry and relevant government entities as well as assessagtteriality threshold set
by the NSWG.

The IA compared government receipts with the payments disclosed by the mining companies
and reported discrepancies. Major differences were subjected to further investigation and
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