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This	note	has	been	issued	by	the	EITI	International	Secretariat	to	provide	guidance	to	implementing	countries	on	
meeting	the	requirements	in	the	EITI	Standard.	Readers	are	advised	to	refer	to	the	EITI	Standard	directly,	and	to	
contact	the	International	Secretariat	to	seek	further	clarification.	Contact	details	can	be	found	at	www.eiti.org.	
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Defining	materiality,	reporting	thresholds	
and	reporting	entities	
Guidance	note	13	-	Requirement	4.1	

 

1. Summary	
A	fundamental	element	of	the	EITI	is	the	disclosure	of	payments	and	revenues	from	oil,	gas	and	mining.		
All	implementing	countries	are	required	to	disclose	information	about	how	much	extractive	companies	
pay	in	taxes,	royalties	and	other	payments	and	how	much	the	government	agencies	have	received.		This	
data	has	to	be	comprehensive,	i.e.	give	the	reader	a	complete	picture	of	the	total	revenues	received	from	
natural	resources.	Experience	with	EITI	implementation	shows	that	many	implementing	countries	have	
struggled	to	develop	a	systematic	approach	to	defining	“all	material	payments	and	revenues”.		In	some	
cases,	important	revenue	streams	have	been	left	out.	In	other	cases,	it	has	been	difficult	to	determine	
whether	all	companies	that	make	material	payments	disclosed	their	payments.	This	is	a	particular	
challenge	in	countries	where	a	number	of	small	companies	make	payments	that	are	individually	
insignificant,	but	collectively	significant.		
	
The	EITI	Standard	seeks	to	address	this	through	requirement	4.1	on	comprehensive	reporting.	This	note	
provides	guidance	to	multi-stakeholder	groups	(MSGs)	on	defining	materiality	based	on	four	steps	(1)	
develop	a	clear	understanding	of	the	revenue	streams	in	the	relevant	extractive	sectors;	(2)	establish	
which	revenue	streams	are	material,	and	whether	payment	thresholds	are	needed;	(3)	identify	reporting	
entities;	and	(4)	document	the	MSG’s	deliberations.		
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EITI	Requirement	4.1	relates	to	the	comprehensive	disclosure	of	taxes	and	revenues	and	the	need	to	agree	
which	payments	and	revenues	are	material	and	therefore	must	be	disclosed.		
	
Requirement	4.1.a	further	specifies	that	“in	advance	of	the	reporting	process,	the	multi-stakeholder	
group	is	required	to	agree	which	payments	and	revenues	are	material	and	therefore	must	be	disclosed,	
including	appropriate	materiality	definitions	and	thresholds.	Payments	and	revenues	are	considered	
material	if	their	omission	or	misstatement	could	significantly	affect	the	comprehensiveness	of	the	EITI	
Report.	A	description	of	each	revenue	stream,	related	materiality	definitions	and	thresholds	should	be	
disclosed.	In	establishing	materiality	definitions	and	thresholds,	the	multi-stakeholder	group	should	
consider	the	size	of	the	revenue	streams	relative	to	total	revenues.	The	multi-stakeholder	group	should	
document	the	options	considered	and	the	rationale	for	establishing	the	definitions	and	thresholds.		

Requirement	4.1.b	lists	the	revenue	streams	that	are	typically	found	in	the	extractive	sector	and	should	
be	disclosed	as	part	of	the	EITI	process.		

Requirement	4.1.c	outlines	the	requirements	related	to	identifying	reporting	entities:	“Implementing	
countries	must	provide	a	comprehensive	reconciliation	of	government	revenues	and	company	payments,	
including	payments	to	and	from	state	owned	enterprises,	in	accordance	with	the	agreed	scope.	All	
companies	making	material	payments	to	the	government	are	required	to	comprehensively	disclose	these	
payments	in	accordance	with	the	agreed	scope.	An	entity	should	only	be	exempted	from	reporting	if	it	can	
be	demonstrated	that	its	payments	and	revenues	are	not	material.	All	government	entities	receiving	
material	revenues	are	required	to	comprehensively	disclose	these	revenues	in	accordance	with	the	agreed	
scope”.	

Requirement	4.1.d	provides	details	on	the	need	for	full	government	disclosure:	“Unless	there	are	
significant	practical	barriers,	the	government	is	additionally	required	to	provide	aggregate	information	
about	the	amount	of	total	revenues	received	from	each	of	the	benefit	streams	agreed	in	the	scope	of	the	
EITI	Report,	including	revenues	that	fall	below	agreed	materiality	thresholds.	Where	this	data	is	not	
available,	the	Independent	Administrator	should	draw	on	any	relevant	data	and	estimates	from	other	
sources	in	order	to	provide	a	comprehensive	account	of	the	total	government	revenues”.	

Source:	EITI	Standard,	p.	23-24.		
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2. Guidance	

The	EITI	International	Secretariat	recommends	a	series	of	steps	for	MSGs	to	address	materiality:	

Step	1	-	Develop	a	clear	understanding	of	the	revenue	streams	in	the	extractive	sector		

The	MSG	is	advised	to	review	and	gain	an	understanding	of	what	taxes,	fees	and	other	payments	
extractive	companies	are	required	to	make	to	the	government.	Typical	revenue	streams	include	royalties,	
corporate	income	tax,	production	share,	dividends,	bonuses	and	fees.		These	payments	may	be	
constitutionally	mandated,	required	by	national	or	local	legislation	or	regulation,	or	set	out	in	a	license	or	
contract.		While	the	largest	payments	are	commonly	made	by	companies	that	are	in	the	production	phase,	
the	MSG	will	need	to	consider	payments	made	at	all	stages	of	the	production	cycle.	The	MSG	should	pay	
particular	attention	to	the	revenue	streams	listed	in	requirement	4.1.b.		The	MSG	may	wish	to	consider	
relevant	laws,	regulations	and	model	contracts	and	consult	relevant	ministries,	tax	collecting	entities,	and	
extractive	companies	in	order	to	gather	a	complete	picture	of	all	existing	revenue	flows.	In	some	cases,	it	
may	be	helpful	to	map	out	these	revenue	streams	in	a	flow	chart	illustrating	which	government	entities	
collect	the	various	revenue	streams:	

Figure	1	–	Revenue	flows	from	the	oil	sector	in	Albania	
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Figure	2	–	Revenue	flows	from	the	extractive	sector	in	Côte	d’Ivoire	

	

In	addition,	the	MSG	will	need	to	consider	whether	benefit	streams	such	as	revenues	from	sale	of	the	
state’s	share	of	production	or	other	revenues	collected	in-kind	(4.2),	infrastructure	provisions	and	barter	
arrangements	(4.3),	social	expenditures	(6.1),	and	transportation	revenues	(4.4)	exist	and	whether	they	
are	material.		In	defining	materiality,	the	MSG	is	advised	to	consider	the	guidance	notes	produced	by	the	
International	Secretariat	for	each	of	these	issues.	

Step	2	–	Establish	which	revenue	streams	are	material	and	whether	materiality	thresholds	are	needed	

In	accordance	with	requirement	4.1.a,	“payments	and	revenues	are	considered	material	if	their	omission	
or	misstatement	could	significantly	affect	the	comprehensiveness	of	the	EITI	Report….	In	establishing	
materiality	definitions	and	thresholds,	the	MSG	should	consider	the	size	of	the	revenue	streams	relative	to	
total	revenues”.		Once	the	MSG	has	identified	all	the	existing	revenue	streams	in	the	sector,	a	useful	
starting	point	for	determining	materiality	is	to	calculate	the	share	of	total	revenues	from	extractive	
industries	that	each	revenue	stream	represents.	In	order	to	do	so,	the	MSG		may	wish	to	review	revenue	
data	from	relevant	ministries	and	tax	collecting	entities,	previous	EITI	reports,	and	other	available	
information	with	a	view	to	identify	the	most	material	revenue	streams	(see	example	of	Indonesia	in	figure	
3	below).	A	revenue	stream	should	only	be	excluded	if	the	MSG	can	justify	that	it	is	not	material.		In	
accordance	with	requirement	4.1.a,	a	description	of	the	material	revenue	streams	should	be	included	in	
the	EITI	report.	
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Figure	3	–	Establishing	the	materiality	of	extractive	industry	revenue	streams	in	Indonesia	

	

	
	
Having	established	what	the	material	revenue	streams	are,	the	MSGs	should	consider	whether	thresholds	
for	company	disclosures	are	necessary	(requirement	4.1.c).		Where	the	sector	is	relatively	small,	full	
company	disclosure	may	be	feasible.		Full	company	disclosure	means	that	all	payments	within	the	scope	
of	the	agreed	material	revenue	streams	would	be	disclosed	regardless	of	the	size	of	the	payment.	In	other	
words,	all	companies	that	contribute	towards	the	revenue	streams	identified	as	material	will	be	required	
to	participate	in	the	reporting	process.			

In	some	cases,	for	example	in	countries	where	there	is	a	large	number	of	small	companies	it	may	not	be	
feasible	with	full	company	disclosure	(see	case	study	on	Tanzania).	In	such	cases,	the	MSG	should	consider	
establishing	a	threshold	determining	which	companies	should	be	required	to	report	.The	MSG	may	wish	to	
consider	a	cost	/	benefit	analysis	in	determining	whether	full	company	disclosure	is	feasible	or	whether	
thresholds	are	needed.		There	are	several	options	for	establishing	thresholds	for	company	disclosures:		

a) Set	an	aggregate	payment	threshold	based	on	the	total	payments	made	by	a	company.	For	
example:	“Any	company	making	total	payments	(within	the	scope	of	the	agreed	material	revenue	
streams)	in	excess	of	$50	000	is	considered	material	and	should	report	all	payments	regardless	of	
the	size	of	the	individual	payments”.		Figure	4	gives	an	example	of	options	for	aggregate	payment	
thresholds	showing	the	percentage	of	revenues	that	would	be	covered	using	different	payment	
threshold	scenarios,	and	the	number	of	corresponding	reporting	companies.	
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Figure	4	–	Options	for	aggregate	payment	thresholds	in	Zambia	

	
	
	

	

	

	

	

	

	

b) Set	disaggregated	payment	thresholds	–	this	approach	employs	the	same	rationale	as	above,	but	
sets	different	thresholds	for	each	of	the	material	revenue	streams.	For	example:	“Any	company	
paying	corporate	taxes	greater	than	$10	000	or	royalties	greater	than	$5	000	or	dividends	greater	
than	$10	000,	or	license	fees	greater	than	$1000	is	required	to	report”	The	MSG	should	establish	
whether	the	entities	that	meet	this	test	should	disclose	all	payments,	or	just	the	payments	that	
are	material1.		

	

The	MSG	should	review	and	adjust	the	thresholds	for	each	reporting	cycle.	

The	EITI	Standard	requires	that	the	government	fully	discloses	all	revenues	from	the	extractive	sector.		In	
accordance	with	requirement	4.1.d	“unless	there	are	significant	practical	barriers,	the	government	is	
additionally	required	to	provide	aggregate	information	about	the	amount	of	total	revenues	received	from	
each	of	the	benefit	streams	agreed	in	the	scope	of	the	EITI	Report,	including	revenues	that	fall	below	
agreed	materiality	thresholds.	Where	this	data	is	not	available,	the	Independent	Administrator	should	
draw	on	any	relevant	data	and	estimates	from	other	sources	in	order	to	provide	a	comprehensive	account	
of	the	total	government	revenues”.		This	means	that	while	the	MSG	may	agree	to	establish	payment	
thresholds	for	company	disclosures,	the	government	should	on	the	other	hand	disclose	the	total	revenues	
received,	including	the	revenues	from	any	company	payments	that	fall	below	the	materiality	threshold.	As	
additional	revenues	from	companies	below	the	threshold	cannot	be	reconciled,	the	MSG	may	wish	to	
include	information	about	these	additional	revenues	in	an	annex	to	the	EITI	report	or	simply	specify	in	the	
EITI	report	how	much	the	government	collected	from	the	companies	that	did	not	meet	the	materiality	
threshold.		The	case	study	from	Tanzania	illustrates	how	this	works	in	practice:		

	 	

                                                             
1	For	example,	If	company	XYZ	paid	$20	000	in	royalties	and	$5000	in	dividends	and	the	threshold	for	both	these	
streams	is	set	at	$10	000,	the	MSG	should	clearly	agree	whether	the	company	should	disclose	all	payments	(the	
royalties	and	the	dividends)	or	just	those	payments	above	the	agreed	threshold	(in	this	example,	just	the	royalties).	

Threshold	
Number	of	
companies	

Revenue	collected	by	
ZRA	

(Million	ZMK)	

Weight	/	total	
collected	
revenue	

Cumulative	
weight	

Amount	>	100	billion	ZMK	 4	 1,309,695	 79.14%	 79.14%	

10	Billion	ZMK	<	Amount	<	100	billion	ZMK	 6	 287,751	 17.39%	 96.53%	

1	Billion	ZMK	<	Amount	<	10	billion	ZMK	 14	 50,452	 3.05%	 99.58%	

0.5	Billion	ZMK	<	Amount	<	1	billion	ZMK	 6	 4,255	 0.26%	 99.83%	

Amount	<	0.5	billion	ZMK	 43	 2,733	 0.17%	 100.00%	

Total	 73	 1,654,886	 100%	 		
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Identifying	material	revenue	streams	and	reporting	entities	in	Tanzania	

The	TEITI-MSG	conducted	a	scoping	study	in	November	2011	to	establish	which	revenue	streams	were	
material,	and	consequently	which	companies	and	government	entities	should	be	covered	in	their	
2009/2010	EITI	Report.	Having	reviewed	data	provided	by	the	Ministry	of	Energy	and	Minerals,	Tanzania	
Petroleum	Development	Corporation,	Tanzania	Revenue	Authority,	and	Tanzania	Mineral	Audit	Agency	as	
well	as	relevant	laws	and	regulations,	the	MSG	agreed	that	19	revenue	streams	were	material.		According	
to	the	data	provided	by	the	government	agencies,	a	total	of	269	companies	made	payments	to	the	
government	in	financial	year	2009/2010.	The	MSG	considered	several	options	for	materiality	thresholds:	

	

	

	

	

	

	

	

Having	considered	these	options,	the	MSG	decided	that	a	payment	threshold	of	TzS	200	million	would	
ensure	that	all	material	payments	and	revenues	would	be	captured.	As	illustrated	in	the	table	above,	the	
payment	threshold	ensured	that	99.4%	of	the	revenues	from	the	extractive	sector	would	be	covered.		A	
total	of	23	companies	made	payments	equal	to	or	exceeding	this	threshold,	and	were	thus	asked	to	
participate	in	the	reporting	exercise.	The	247	companies	below	the	threshold	were	not	asked	to	
participate,	but	the	government	disclosed	the	revenues	received	from	these	companies	in	an	annex	to	the	
EITI	Report,	thus	ensuring	full	government	disclosure.		

As	illustrated	in	figures	5	and	6,	the	2011	EITI	Report	from	Cameroon	also	includes	disclosures	of	revenues	
received	by	the	government	from	mining	companies	that	did	not	meet	the	threshold:		
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Figure	5	–	List	of	mining	companies	below	the	materiality	threshold	

	

	

Figure	6	–	Disclosure	of	government	revenues	from	mining	companies	below	the	materiality	threshold	

	

	

	

	

	

	

	

	

Step	3	–	Identify	reporting	entities	

Having	established	a	definition	of	materiality	and	whether	reporting	thresholds	are	needed,	the	MSG	
should	identify	the	companies	that	make	payments	in	accordance	with	the	agreed	materiality	definition	
(and	thresholds,	where	applicable)	as	well	as	the	government	entities	receiving	these	revenues	
(requirement	4.1.c).		The	MSG	is	advised	to	first	consider	asking	the	main	tax	collecting	entities	to	provide	
a	list	of	companies	that	meet	the	materiality	criteria.	The	MSG		might	wish	to	cross	check	the	list	of	
identified	companies	against	cadastres,	similar	registers	of	extractive	industry	license	holders,	the	list	of	
companies	participating	in	previous	EITI	reporting	processes,	etc.	

In	some	cases	it	may	not	be	feasible,	i.e.	for	confidentiality	reasons	or	lack	of	reliable	data,	for	the	
government	to	disclose	this	information	to	the	MSG.	In	such	cases,	the	MSG	might	decide	that	reporting	
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templates	should	be	distributed	to	all	license	holders	with	clear	instructions	that	any	company	that	meet	
the	materiality	threshold	should	be	required	to	report.		Alternatively,	and	given	that	the	government	is	
required	to	fully	disclose	all	revenues	in	disaggregate	form	(requirement	4.7),	the	MSG	may	wish	to	first	
task	the	Independent	Administrator	with	collecting	data	from	the	government.	The	Independent	
Administrator	would	then	be	able	to	present	the	list	of	companies	that	meet	the	materiality	threshold	to	
the	MSG	for	approval.		

In	countries	where	state-owned	enterprises	operate	in	the	extractive	sector,	it	is	recommended	that	the	
MSG	pays	special	attention	to	whether	the	state-owned	enterprise	operates	as	a	tax	payer,	a	tax	collector,	
or	both.		The	MSG	is	advised	to	consult	the	guidance	note	on	state-owned	enterprises	for	further	details.	

Step	4	-	Document	the	options	considered	when	exploring	materiality,	and	the	rationale	for	the	agreed	
materiality	definition	and	thresholds.	

MSG	discussions	about	materiality	definitions	and	thresholds	should	be	clearly	documented	in	the	
minutes	from	MSG	minutes	(requirement	1.4.b(viii))	and	reflected	in	the	Terms	of	reference	for	the	
Independent	Administrator.		The	MSG	should	agree	a	statement	on	defining	materiality	that	can	be	
published	and	incorporated	into	the	EITI	Report.	An	example	is	provided	in	figure	7	below.	

Figure	7	–	Example	of	materiality	statement	

	


