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■ Why is SOE transparency important?

■ Requirement 2.6 on state participation

■ Requirement 4.5 on SOE transactions



State-owned enterprises present key governance 

risks in the extractive industries.

Key SOE risks



Valeur de la transparence des entreprises d’État ?
For SOEs’ management:

■ Public accountability in SOEs’ fulfilment of their 
dual mandate (corporate and socio-economic).

■ To demonstrate to government owners the status 
of implementation of ongoing and past reforms.

■ To improve communications with investors and 
facilitate access to credit and/or equity.

■ As a basis for benchmarking against peers’ 
financial and corporate governance performance. 

For government:

■ To understand whether their revenues from SOEs 

is in line with the company’s performance.

■ To apprehend the opportunity-costs of the SOE’s 

dual mandate. 

■ As a basis of evidence on which to base reforms, 

either towards socio-economic or corporatisation 

targets.

For extractives companies:

■ To help reduce counter-party risk in private 
companies’ business partnerships with SOEs.

■ To ensure clarity in the investment climate 
when companies often have to partner with 
SOEs.

■ To improve communications with shareholders 
and facilitate access to credit and/or equity.

For civil society:

■ SOEs manage a large share of extractives 
revenues on behalf of citizens – their financial 
management matters. 

■ SOEs to meet minimum levels of transparency on 
which CSOs can base future research and 
advocacy. 

■ Opportunity through the MSG to work with SOEs 
on further disclosures.  



■ SOE transparency has been a weakness in the first round of 

Validations, but is getting better in second Validations.

■ Disclosures of commodity sales more granular.

■ Publication of audited financial statements emerging norm.

Validation results to date 



Requirement 2.6
State participation in the extractive industries



Requirement 2.6 - Definitions

Requirement 2.6.a.i: “For the purpose of EITI 

implementation, a state-owned enterprise (SOE) 

is a wholly or majority government-owned 

company that is engaged in extractive activities 

on behalf of the government. Based on this, the 

multi-stakeholder group is encouraged to 

discuss and document its definition of SOEs, 

taking into account national laws and 

government structures.”

Key aspects of the definition:

■ Majority-owned by government (i.e. 50% + 1 

share);

■ Primarily engaged in the extractive 

industries on behalf of government (i.e. 

Holding extractives licenses, holding equity 

in extractives companies). 



SOE definitions

■ Nigeria

■ Papua New Guinea

■ United Kingdom

In the UK, the OGA is considered 

a regulator, not a SOE

In Nigeria, the sole oil and gas 

SOE is NNPC

In PNG, Kumul Consolidated Holdings is 

the government’s asset management 

company. It was considered a SOE but 

could have been excluded.



SOE definitions

■ In Norway, 

Equinor

(ex-Statoil)

is 67% 

owned by 

the 

Norwegian

Government.

In Zambia, the MSG has adopted the same 

definition as in the EITI Standard. This resulted in 

the selection of four companies, two of which were 

subsidiaries of ZCCM-IH. 

In Ethiopia, the 

MSG listed

three companies

that were part-

state owned in 

the mining 

sector, only one

majority state-

owned. 

In Mongolia, the mining SOE Erdenes Mongol holds 

equity in mining companies on behalf of the state. 

The mining companies as well as 

the holding group were included in 

the scope of EITI disclosures. 



Requirement 2.6 - Materiality

Requirement 2.6: “Where state participation in 

the extractive industries gives rise to material 

revenue payments, implementing countries 

must disclose:...”

Key aspects of assessing materiality:

■ Do SOEs collect any revenues (in cash or in-

kind) from private companies or extractives 

subsidiaries/joint-ventures? What is the 

value of these revenues?

■ Do SOEs make payments or transfers to the 

government? What is the value of these 

payments/transfers?

■ The MSG can set a materiality threshold for 

selecting material SOEs. 



Materiality of SOEs

In Burkina Faso, there are three SOEs but the 

materiality of their revenues is arguable (e.g. 

0.01% of extractive revenues).

In Nigeria, NNPC lifts over 35% of total oil production on behalf of 

government.

In Mongolia, four extractive SOEs paid dividends to 

government in 2016. The MSG’s low materiality 

threshold meant that they were all considered 

material for EITI reporting.





Requirement 2.6 – Level of ownership

Requirement 2.6.a.ii: “Implementing countries 

must disclose (...) disclosures from the 

government and SOE(s) of their level of 

ownership in mining, oil and gas companies 

operating within the country’s oil, gas and 

mining sector, including those held by SOE 

subsidiaries and joint ventures (...) This 

information should include details regarding the 

terms attached to their equity stake, including 

their level of responsibility for covering expenses 

at various phases of the project cycle, e.g. full-

paid equity, free equity or carried interest.”

Key aspects for mapping state participation:

■ What are the government’s direct equity 
interests in extractives companies?

■ What are SOEs’ equity interests in 
subsidiaries, joint-ventures and other 
extractives companies?

■ What are SOEs’ participating interests in 
PSCs and other extractives projects?

■ What are the terms associated with each of 
the equity interests held by the state or 
SOE? 





What are terms associated with state/SOE equity?
The terms associated with equity determine the duties and responsibilities of the shareholder. For 

instance, they define the shareholder’s (state’s or SOE’s) level of responsibility for covering 

expenses at various phases of the project cycle. They can consist of:

■ Full equity: equity on commercial terms. The shareholder is responsible for cover its share of 

expenditures (opex and capex) in line with its equity interest.

■ Free equity: The state’s or SOE’s responsibility for covering its share of expenditures (opex and 

capex) in line with its equity interest is covered by the operator. The state’s or SOE’s equity is in 

effect ‘free’, since the state or SOE is not responsible for funding its equity interest.

■ Carried interest: The state’s or SOE’s responsibility for covering its share of expenditures (opex

and capex) in line with its equity interest is covered by the operator during the development 

phase. The operator is then reimbursed once the project is operational/profitable. The state’s or 

SOE’s equity interest is in effect ’carried’ by the operator. 



Common risks in SOE 
ownership

There are common challenges in SOEs maintaining 
subsidiaries and joint-ventures, sometimes in offshore 
jurisdictions, that handle key profit-making activities yet 
retain earnings from the SOE group. For instance:

■ In Nigeria, five of NNPC’s trading joint ventures 
handle part of the oil sales, domiciled in Bermuda 
and Panama. Clarity on the financial relations 
between those subsidiaries and the NNPC group is 
important.

■ In the Republic of Congo, the refinery subsidiary 
CORAF of the national oil company SNPC receives 
allocations of around 6m barrels a year of crude oil 
without paying for them.

■ In Papua New Guinea, sovereign loans have been 
transferred to SOE subsidiaries whose debt is not 
guaranteed by government.



State ownership in EITI countries
In Nigeria, the NNPC 

website lists the 

subsidiaries and 

affiliates of NNPC, but 

does not describe the 

terms associated with 

NNPC equity in each. 

In Tanzania, the EITI Report describes the terms 

associated with TPDC equity in four oil and gas 

companies and projects. 

In Zambia, 

the state-owned 

ZCCM-IH holds

equity interests 

in mining 

companies on 

behalf of 

government. 

In Mozambique, 

ENH has multiple 

subsidiaries and 

affiliates. 



Requirement 2.6 – Changes in ownership

Requirement 2.6.a.ii: “Implementing countries 

must disclose (...) disclosures from the 

government and SOE(s) of their level of 

ownership in mining, oil and gas companies 

operating within the country’s oil, gas and 

mining sector (...) and any changes in the level 

of ownership during the reporting period. (...) 

Where there have been changes in the level of 

government and SOE(s) ownership during the 

EITI reporting period, the government and 

SOE(s) are expected to disclose the terms of the 

transaction, including details regarding 

valuation and revenues.”

Key aspects for mapping changes in state 

ownership:

■ What have been the changes in state or SOE 

ownership in extractives companies during 

the year under review?

■ What were the terms of the transaction for 

each change in state or SOE ownership in 

the year under review? I.e. What was the 

valuation of the equity interest? What 

consideration was paid? 



Disclosures of changes in 
ownership

■ Indonesia

■ Kazakhstan

■ Ghana

Source: Indonesia’s 2016 EITI Report, vol.2, p.74.

Source: Kazakhstan’s 2017 EITI Report, p.76. Source: Ghana’s PIAC Reports

https://eiti.org/document/2016-eiti-indonesia-report
http://eiti.geology.gov.kz/en/national-reports


Common risks in changes in 
SOE ownership
Some common challenges in changes in state participation 

include:

■ Opaque transfer of assets to SOE subsidiaries, e.g. transfer 

of NNPC assets to NPDC in 2011-2014 in Nigeria;

■ Opaque transfer of assets of SOE joint-ventures to private 

companies without clarity on compensation, e.g. Gécamines

joint-ventures in the DRC.

■ Incomplete restructuring of SOE holding structures, e.g. 

Kumul Holdings in PNG.



KRAOMA MINING JV IN MADAGASCAR

■ Madagascar’s state-owned Kraoma created a 

20/80 (later 30/70) joint-venture with Ferrum

Mining (part of Russian-owned Stork Int.), 

named Kraoma Mining JV. 

■ This company was meant to be capitalised by 

USD 16m from the Russian investor and 3 

licenses from the state (and in-kind 

equipment). In the end, USD 6m was invested. 

The company is in the process of being wound 

up. 

■ More broadly Kraoma is mired in scandal with 

its former DG arrested on charges of 

embezzlement of funds and stolen chromium in 

January 2020. 



Requirement 2.6 – Statutory financial relations

Requirement 2.6.a.i: “Implementing countries 

must disclose (...) an explanation of the role of 

state-owned enterprises (SOEs) in the sector 

and prevailing rules and practices regarding the 

financial relationship between the government 

and SOEs, i.e. the rules and practices governing 

transfers of funds between the SOE(s) and the 

state, retained earnings, reinvestment and 

third-party financing. This should include 

disclosures of transfers, retained earnings, 

reinvestment and third-party financing related 

to SOE joint ventures and subsidiaries.”

Key aspects of statutory financial relations:

■ Is the SOE entitled to receive budget 

transfers or subsidies?

■ Can the SOE’s Board of Directors decide on 

its own dividends?

■ Can the SOE retain earnings?

■ Can the SOE reinvest in its operations?

■ Can the SOE seek third-party financing 

(either debt or equity)? 



What is third-party financing?

Third-party financing is funding for the SOE that does not come from its own resources (e.g. retained 

earnings) or from its shareholders (e.g. the government). It is financing from a third source (e.g. a 

private company, or bank), either through debt or equity. 

■ Debt: Debt is an amount of money borrowed by the SOE from another entity. It can be through 

bank loans, lines of credit, the issuance of bonds or Eurobonds. Debt has a maturity (length of 

time) and an interest rate (or coupon in the case of bonds). The question is whether the SOE has 

the statutory right to raise debt (e.g. bank loans or bonds).

■ Equity: Equity is the SOE’s assets after liabilities have been deducted. It represents a share of 

ownership in the SOE, rather than a debt that is due to be repaid. Equity is typically issued to 

investors through shares. The question is whether the SOE has the statutory right to raise 

funding through equity (e.g. by issuing shares to outside investors).



Common risks in SOEs’ 
statutory financial relations

There are common challenges related to SOEs’ 

financial relations with government. For instance:

■ In Myanmar, government has focused on reforming 

the SOEs’ statutory rights to retain a significant 

share of earnings (up to 50% of oil and gas 

revenues) while receiving government subsidies.

■ In Nigeria, disagreements between NNPC and 

NEITI focus on whether the SOE has the statutory 

right to retain earnings. NNPC does not pay 

dividends to government in practice, e.g. it retains 

the NLNG dividends. 

■ In Senegal, the question of PETROSEN’s statutory 

rights to secure third-party financing will be key to 

developing the country’s large gas reserves.



SOE financial relations with government

In Ghana, all

oil and gas 

revenues are

transferred to 

the PHF, with 

budget transfers 

to GNPC as its 

share of 

revenues (CAPI).

In Tanzania, the report describes TPDC’s retained 

earnings and transfers received from government. 

In PNG, 

the dividend

structure of

SOE 

OK Tedi, 

which 

includes 

landowners.

In Colombia, 

Ecopetrol’s

statutory 

financial 

relations 

with government

are described on 

its website. 



Requirement 2.6 – Financial relations in practice

Requirement 2.6.a.i: “Implementing countries 

must disclose (...) an explanation of the role of 

state-owned enterprises (SOEs) in the sector 

and prevailing rules and practices regarding the 

financial relationship between the government 

and SOEs, i.e. the rules and practices governing 

transfers of funds between the SOE(s) and the 

state, retained earnings, reinvestment and 

third-party financing. This should include 

disclosures of transfers, retained earnings, 

reinvestment and third-party financing related 

to SOE joint ventures and subsidiaries.”

Key aspects of financial relations in practice:

■ Did SOE receive any budget transfers or subsidies 

in the year under review? Value?

■ Did the SOE pay any dividends in the year under 

review? Value?

■ Did the SOE retain earnings in the year under 

review? Value?

■ Did the SOE reinvest in its operations in the year 

under review? Value?

■ Did the SOE have any third-party financing (either 

debt or equity) in the year under review? Value?

Overall, were the SOE’s financial relations with 

government in line with the rules in the year under 

review?



Common challenges in SOEs’ 
financial relations in practice
The basis for a comprehensive review of SOEs’ financial 
relations with government in practice should be the SOE’s 
audited financial statements, although these are not always 
available. 

In many countries, SOEs’ financial relations in practice are not 
in line with the prevailing rules and regulations. For instance:

■ In the DRC, GECAMINES has different arrangements for its 
joint ventures, which deviate from statutory rules.

■ In Iraq, SOEs’ profit-sharing (dividends) differ substantially 
from the rules given financial difficulties of some SOEs.

■ In PNG, the state’s equity interest in the PNG LNG project 
has not yielded the expected proceeds to government.



SOE financial relations with 
the state: Republic of Congo





Financial relations: Consider a table for 

consistency
Budget transfer/subsidy Dividends Retained earnings Reinvestment Third-party financing (debt 

and equity)

Statutory rules: SOE’s ability 

to:

Cite specific legal or 

regulatory provisions.

Cite specific legal or 

regulatory provisions.

Cite specific legal or 

regulatory provisions.

Cite specific legal or 

regulatory provisions.

Cite specific legal or 

regulatory provisions.

SOE 1

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

SOE 2

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Value of transfer in the year 

under review

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.

Source & assessment of 

reliability, 

comprehensiveness, 

disaggregation.



Requirement 2.6 – Loans and guarantees

Requirement 2.6.a.ii: “Where the government 

and SOE(s) have provided loans or loan 

guarantees to mining, oil and gas companies 

operating within the country, details on these 

transactions should be disclosed, including loan 

tenor and terms (i.e. repayment schedule and 

interest rate). Multi-stakeholder groups may 

wish to consider comparing loans terms with 

commercial lending terms.”

Key aspects of loans and guarantees:

■ Did the state have any outstanding loans or 
loan guarantees to any extractives 
companies (including SOEs) or projects in 
the year under review?

■ Did the SOE have any outstanding loans or 
loan guarantees to any extractives 
companies or projects in the year under 
review?

■ What are the terms of each loan and 
guarantee identified? E.g. Tenor, repayment 
terms, interest rate.

■ The MSG could compare the terms of these 
loans and guarantees to commercial loans.



Common risks in loans and 
guarantees to extractives

Transparency on state and SOE loans and guarantees 

to extractives projects and companies is key to 

understanding the state’s use of taxpayer funds to 

support extractives companies. Some of the risks 

include subsidising private commercial companies; 

patronage through preferential lending to politically-

exposed persons; off-budget loans by SOEs that are 

not reflected in sovereign debt statistics, etc. 

■ In the Republic of Congo, SNPC has contracted 

debt worth 21% of GDP.

■ In PNG, the issue of sovereign guarantees on SOEs 

in the mining, oil and gas sectors has been 

politically decisive. 

■ In Mozambique, while ENH debt declined from 

8.4% of GDP in 2016 to 7% of GDP in 2018, it has 

started to rebound with recent loan guarantees. 



Loans and guarantees

■ Afghanistan

■ Mongolia

Source: Mongolia’s 2017 EITI Report, p.120.

Source: Zambia’s 2018 EITI Report, p.61.

https://eiti.org/sites/default/files/documents/english_mongolia_2017_eiti_report.pdf
https://eiti.org/sites/default/files/documents/english_mongolia_2017_eiti_report.pdf


Requirement 2.6 – Financial statements

Requirement 2.6.b: “SOEs are expected to 

publicly disclose their audited financial 

statements, or the main financial items (i.e. 

balance sheet, profit/loss statement, cash 

flows) where financial statements are not 

available.”

Key aspects to consider:

■ Does the SOE have financial statements? 

Are they audited?

■ Are the SOE’s financial statements 

published? If not, is there a reason?

■ If the SOE is resistent to publishing its 

financial statements, is it willing to publish a 

summary of its balance sheet and profit & 

loss statement?



SOE financial statements: 
Afghanistan



SOE financial statements: 
Tanzania

■ TPDC routinely publishes its audited 

financial statements. 

■ The latest financial statements highlight 

over USD 1bn in outstanding government 

loans to TPDC. 



Requirement 2.6 – Encouraged aspects

Requirement 2.6.c: “Implementing countries 

are encouraged to describe the rules and 

practices related to SOEs’ operating and capital 

expenditures, procurement, subcontracting and 

corporate governance, e.g. composition and 

appointment of the Board of Directors, Board’s 

mandate and code of conduct.”

Key encouraged aspects of Requirement 2.6:

■ What are the rules and practices related to the 
SOE’s expenditures management (operating 
and capital expenditures)? 

■ What are the rules and practices related to the 
SOE’s procurement?

■ What are the rules and practices related to the 
SOE’s subcontracting?

■ What are the rules and practices related to the 
SOE’s corporate governance? E.g.: 

– Composition of the Board of Directors

– Appointment of the Board of Directors

– Board of Directors’ mandate

– Board of Directors and/or management’s 
Code of Conduct.



Common challenges in SOEs’ 
corporate governance
Some of the common challenges in SOEs’ corporate 

governance:

■ Use of operating expenditures to cover non-core spending, 

which can lead to patronage;

■ SOE procurement at different than commercial rates from 

companies owned by politically-exposed persons;

■ Political interference in the appointment of SOEs’ Board of 

Directors;

■ Lack of safeguards against conflict of interest of 

management or Board Directors in SOEs; etc



Targeted efforts in the DRC



Requirement 4.5
State-Owned Enterprise (SOE) transactions



Common challenges in SOE transactions

Some of the common challenges related to SOE transactions include:

■ Excessive profit retention by SOE subsidiaries and joint ventures;

■ Lack of clarity on SOEs’ retention of extractives companies’ payments;

■ Combination of large SOE retained earnings and government subsidies 

for the same SOEs;

■ Lack of clarity on overall financial management by SOEs.



Requirement 4.5 – SOE transactions

Requirement 4.5: «The multi-stakeholder group must ensure that the 

reporting process comprehensively addresses the role of SOEs, including 

comprehensive and reliable disclosures of material company payments to 

SOEs, SOE transfers to government agencies and government transfers to 

SOEs.»



Requirement 4.5 – SOE transactions

Key SOE transactions to consider:

■ Extractives companies’ transactions to SOEs;

■ SOE subsidiaries transactions to the SOE 
group;

■ SOE transactions to government (that are SOE-
specific, such as dividends);

■ SOE ad hoc transactions to other government 
entities;

■ Government transfers to SOEs (e.g. Budget 
transfers, subsidies).

The MSG can consider separate materiality 
threshold for selecting SOE transactions for 
reconciliation. 

SOE

Private 
companies, 
subsidiaries 

/ group

Transactions 
/ dividends to 

Central 
Government

Ad hoc 
transfers 

(e.g. other 
govt, SOEs)

Government 
transfers to 

SOEs





Company payments to SOEs

In the DRC, SOEs collect extractive company 

payments, 

such as 

royalties, 

dividends,

‘pas de porte’

etc. 

In Cameroon, the SOE SNH

collects revenues from 

oil and gas companies, both

on behalf of the 

government as 

SNH-Mandat and on its on

behalf as 

SNH-Fonctionnement. 

In Zambia, ZCCM-IH 

collects revenues

(dividends) from its 

subsidiaries and 

affiliates, and 

subsequently makes 

payments and transfers

to the state. 

In Tanzania, the 

national oil 

company TPDC

collects revenues 

from oil and gas 

companies and 

makes payments

and transfers to 

government. 



Transfers between SOEs and government

In Ghana, the sovereign fund PHF makes transfers 

to GNPC. These transfers should be 

comprehensively and reliably disclosed (e.g. 

reconciliation, audit procedures, etc.). 

In Zambia, dividend payments to ZCCM-IH and 

ZCCM-IH dividends to government are disclosed 

and reconciled. 

In Afghanistan,

North Coal

Enterprise

made in-kind 

transfers to 

the National

Intelligence

Directorate. 

In PNG, the SOE KPH paid 4 times more in 

advances on dividends than on dividends in 2015.
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