This draft guidance has been withdrawn.
Industry asked for views on the draft to ensure that their interpretation meets the requirements of the EU Accounting Directive and UK regulations.
Industry is still considering its guidance.

BIS/14/1228

AF
T

The Reports on Payments
ents to
tions 2014
201
Government Regulations
Industry Guidance
nce (Draft)
(Draf
5 November
vember 2014
4

PUBLISHED BY:

AL ASSOCIATIO
SSOCIATION OF OIL A
AND GAS PRODUCERS (OGP)
THE INTERNATIONAL

R

THE INTERNATIONAL
ATIONAL
NAL COUNCIL
UNCIL ON MINING AND METALS (ICMM)
[ENDORSED
RSED BY:

D

DEPAR
EPARTMENT OF BUSINESS
USIN
INN
NNOVATION AND SKILLS (BIS)
NB: To
o be discussed with BIS]
B
BIS]
This guidance has been developed
de
by industry associations to help companies engaged in extractive
and logging of primary forest activities meet the requirements of regulations that require the
disclosure of payments that they make to governments in relation to those activities. It does not
necessarily reflect the views of all OGP and ICMM members, nor is it intended to set out binding
rules for companies that have to report under the UK Regulations. This Guidance has been prepared
by industry on the basis that in participating in its preparation the views held by a number of industry
members regarding the effects of the UK Regulations and Chapter 10 of Directive 2013/34/EU are
nonetheless maintained, as further detailed in the responses of those industry members to the UK
government’s March 2014 consultation on UK implementation of the EU Accounting Directive
(Chapter
10:
Extractive
industries
reporting)
which
can
be
found
at:
https://www.gov.uk/government/consultations/extractives-industries-reporting-implementing-the-euaccounting-directive. The guidance in this document applies solely to the UK Regulations and will not
determine the positions that OGP and ICMM members will take under other disclosure regimes.
This guidance may be revised from time to time in light of usage and practice.
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F OREWORD
In order to provide for enhanced transparency of payments made to governments, these
regulations require certain entities which are active in the extractive industry or logging of
primary forests to disclose material payments made to governments in the countries in
which they operate in a separate report, on an annual basis. A primary goal of these
regulations is to help empower citizens of those resource-rich countries to hold their
governments accountable for the wealth generated by those resources.
This guidance has been developed by the following industry associations
ns to help companies
engaged in oil and gas, mining and logging of primary forest
st act
activities meet the
requirements of the UK Regulations. The guidance is not intended
binding
rules
ed to provide
p
bind
for such companies.

T

The International Association of Oil and Gas Producers (OGP)
OGP)

AF

OGP has over 80 member companies who together
her account for more than half of the
world’s oil production and about one third of global
obal
bal gas production.
production OGP strongly supports
international efforts towards facilitating revenue
ue transparency
ansparency in the
t extractive ssector and to
this end has focused on working with policy-makers
licy-makers in the UK
U and Europe to provide the
industry’s perspective and input on the key is
issues.
The International Council on Mining
g and Metals (ICMM)

R

ICMM was founded in 2001 to improve sustainable
stainable development
developme performance in the mining
and metals industry. Today,
and metals companies as well as
ay, it brings
brings together
her 22 mining an
32 national and regional
al mining associations and global commodity associations to address
core sustainable development
Collectively, its members are responsible for a
evelopment challenges. Collect
Collective
significant percentage
metals production including for example
entage
tage of global minerals and m
copper (52%),, platinum
m group metals (44%) or iron ore (42.5%).

D

ICMM requires
to make a public commitment to improve their
requires member companies
compa
sustainability
inability performance and report
repor aagainst their progress on an annual basis. In addition,
to augment these efforts, ICMM
engages
with a broad range of stakeholders (governments,
IC
en
international
and indigenous peoples, civil society and academia)
national
na
tional organizations, ccommunities
comm
to build
partnerships. ICMM member companies have been supporting the
d strategic partners
partnershi
Extractive Industries Transparency
Initiative (EITI) since it began in 2002 and in 2009,
Tran
members made
de a formal
form commitment to the ICMM Position Statement on Transparency of
Mineral Revenues.
s
[This guidance document has been subject to stakeholder engagement and has been
reviewed by the Department of Business, Innovation and Skills. Stakeholder comments
have received due consideration and, where accepted, are included in this guidance.]
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I NTRODUCTION
The Reports on Payments to Governments Regulations 2014 (the “UK Regulations”) apply
to companies involved in extractive and logging activities. These regulations are based on
the terms of Chapter 10, Directive 2013/34/EU (the “Accounting Directive”) enacted on 26
June 2013.
This industry guidance has been developed by a working group representing members of
the International Association of Oil and Gas Producers (OGP) and the International
Council
t
on Mining and Metals (ICMM). The aims of this document are to p
provide
guidance to
provid
rov
entities that have to meet the reporting requirements and promote
consistency in the
mote consiste
reporting of payment information.

AF

T

Specific facts and circumstance, including contractual terms
may
erms and local regulations,
regu
m
result in some companies reaching different conclusions
would
ns on particular matters than
t
wo
be suggested by this guidance. Nonetheless, this guida
provide
guidance should p
rovide users of the
reports with help in understanding the interpretations
ions
io
ns th
that mayy have been applied tto certain
aspects of the UK Regulations.
The guidance will seek to answer the following
ollowing key questions:
ons:

x
x
x

D

x
x
x

Which entities are under an obligation
deliver a report?
ation to prepare and deliv
Does every entity have
report be prepared
ve
e to prepare a report or can a consolidated
co
for a group?
Are any entitiess exempted from preparing reports under the UK Regulations?
What are the reporting requirements
that are subject to equivalent
requirements for entities
e
disclosure
re regimes?
egimes
Do the
he reports only cover payments made by the entities that have to prepare
reports
payments made by other group entities?
ports or do the reports cover paym
the scope of the UK Regulations?
Which business activities are
ar within
wit
types off payment have to be included in the report?
W
Which
has the obligation
to
W
Who
bliga
t include payment information in a report in situations
where a payment is made
ma on behalf of multiple parties?
Which
hich government entities that receive payments have to be covered in the reports?
How should payments
be attributed to projects?
paym
When and
d how
ho should reports be delivered?

R

x
x

x
x
x

Whilst companies should endeavour to interpret the UK Regulations in a manner that is
consistent with the legislative intent, their primary responsibility is to comply with the UK
Regulations that have been enacted. It should generally be assumed that the legislative
intent is reflected in the wording of the UK Regulations.
In developing this guidance on the UK Regulations the industry working group, where
appropriate, took account of the recitals contained in Chapter 10 of the Accounting Directive
Page 3
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and also considered relevant accounting principles, relevant sections of the EITI Standard
and guidance that has been published relating to equivalent regimes, specifically the
vacated US Securities and Exchange Commission (SEC) rules relating to the US Dodd Frank
regime. Reporting entities may also find those sources to be useful when interpreting the
UK Regulations. Nonetheless, for the UK Regulations, companies will have to make their
own determination on which payments are to be included in the reports.
The following approaches may be adopted by reporting entities:
In cases of doubt, or for practical reasons, individual companies
ies may choose to
include information in the report that might arguably be out of sc
scope (e.g. where
scop
there is doubt over the classification of a type of tax). However
companies
are
Howe
com
encouraged to avoid over-reporting, e.g. by including sales
ales taxes that are explicitly
e
stated to be out of scope. Other company reporting
example
ing
ng mechanism
mechanisms, for exa
sustainability reports, can be used, if desired, to
of the
o present a fuller picture
p
t
reporting entity’s economic contribution

x

Companies are encouraged to avoid duplicative
payment data
ative reporting of the same paym
by different companies - for example,, in
made by the
n joint ventures payments ma
operator on behalf of the whole venture
as the
ure being
ng reported only by the operator,
op
operator is the entity that actually makes the payment to the govern
government

x

Companies are encouraged
contained in the
d to consider using the
t
notes
tes ssections
se
reporting form to provide
e explanatory
tory notess to help users understand their reports

D

R

AF

T

x
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1. R EPORTING E NTITIES
1.1 Summary of the UK Regulations
(i)

An entity is required to prepare and deliver a report under the UK Regulations if it is a
UK registered limited or unlimited company, partnership or limited liability partnership
and meets the test to be either a large undertaking or a public-interest entity and
provided it engages in the relevant activities of the exploration, prospection, discovery,
sec
development and extraction in the mining, oil and gas and mining sectors,
and logging
elevant a
elevan
in the primary forests sector. See Section 3 for guidance on the relevant
activities.

x
x

egula
egulation
s and payments
yments made by
prepares and submits a report under the UK R
Regulations
the subsidiary are included in that report, or
ber state and the payments mad
is subject to the laws of another member
made by the
repared
ared by that parent
pare under those laws
subsidiary are included in the report prepared
d
requ
prepares and submits a report that complies with the disclosure
requirements of an
equivalent regime

AF

x

T

nt to prepare
pre
(ii) A subsidiary entity will be exempted from the requirement
and deliver a
report for a particular period if its parent:

d to prepare
repare and deliver a consolidated
consolid
(iii) A parent entity will be required
report if:

R

aking or
o a public-interest
public
lic--interest entity,
entity
(a) it is a large undertaking
s subsidiarie
subsidiaries engages
ages in the relevant
r
(b) it or any of its
activities of exploration,
extra
prospection, discovery, development and extraction
activities in the mining, oil and
rs, or logging in
n the primary
prim
forest
ores sectors, and
gas sectors,
forests
liged to prepare consolidated grou
(c) it is obliged
group accounts

D

ansitional
ansitio
nal arrangement has been included in the UK Regulations to allow UK
(iv) A transitional
egister
egistered
bsidiari
pa
registered
subsidiaries
whose parent
is required to prepare consolidated group
membe state an exemption from reporting in the UK for one
accounts in another EU member
requiremen to p
year i.e. the requirement
prepare and deliver a report for financial years beginning on
201 does not apply. Subject to the probable eligibility for an
or after 1 January 2015
ption as described
describ
describe below, the UK Regulations will apply in relation to financial
exemption
periods beginning on or after 1st January 2016 if the UK registered subsidiary is a
gro for which consolidated group accounts are prepared in a member
member of a group
State other than the UK.
When the terms of the Accounting Directive have been adopted into the laws of the
relevant EU member state the UK subsidiary would be expected to benefit from the
exemption from the UK Regulations outlined in (ii) above.
(v) A parent entity is exempted from the requirements to prepare and deliver a
consolidated report where it is a parent of small or medium-sized groups except
where any entity in the group is a public-interest entity. In these cases, UK
Page 5
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registered subsidiaries that are members of the small or medium sized group only need
to prepare and deliver a report if they are large undertakings and conduct the relevant
activities.
(vi) An entity is exempt from preparing a report if it is subject to equivalent reporting
requirements and the payments to governments made by the entity are included in a
report prepared in accordance with equivalent reporting requirements.

T

If the entity is a subsidiary or a parent, it is exempt from preparing a report
rep
repo if the parent
is subject to equivalent reporting requirements and the payments
governments
yments to g
made by the undertaking are included in a consolidated report
port draw
drawn up to tthe same
date, or to an earlier date in the same financial year,
prepared
in
r, by that parent
par
prepar
accordance with equivalent reporting requirements.

(vii) Payments made by a subsidiary may be excluded
ded from the consolidated report where:
w

AF

(a) severe long-term restrictions substantially
bstantially
y hinder the exercise of the
t rights of
the parent over the assets or management of that subsidiary;
s
(b) the information necessary
consolidated report cannot
y for
or the preparation of the co
consoli
be obtained without disproportionate
sproportionate
ortionate expense or undue delay; or
(c) the shares of that subsidiary
ubsidiary are
re held exclusively with
wit a view to subsequent
resale.

R

The parent may only exclude payments by a subsidiary
where the exemptions are also
ssubsid
used to exclude
consolidated
group accounts.
de the subsidiary from the consolid
consol

D

(viii) Where an entity hass been a large undertaking
for the purposes of the UK Regulations,
undert
but itt subsequently ceases to be a la
large undertaking because it no longer meets at
least
definition, it does not cease to be a large undertaking
ast two of the criteria in this defi
unless it fails to meet the criteria in question in
for the purposes of the UK Regulations
Regu
years.
two consecutive financial
financi yea

(ix) Groups
ps of companies might have assumed that either the ultimate parent or an
intermediate
iate parent company will be required to file a consolidated report covering its
own payments
ents and the payments of its subsidiaries. This will be the case if the
relevant company is UK listed. However the requirement to prepare and deliver a
consolidated report will not apply to companies that are not UK listed if:
x

x

they fail to satisfy two out of the three tests to be considered to be a large
undertaking (turnover, balance sheet, employees). This situation could arise as
holding companies often have no employees and they might not generate the
required turnover; or
they don’t prepare consolidated group accounts (note - intermediate parent
companies may be exempt from preparing consolidated group accounts if their
Page 6
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ultimate parent (e.g. an entity registered in, say, the US) prepares consolidated group
accounts).
In these circumstances, the lack of a requirement to prepare and deliver a consolidated
report will mean that UK subsidiaries that are themselves large undertakings will not be
exempted from the obligation to prepare and deliver their own reports individually.
Another consequence is that subsidiaries that would otherwise have been expected to
be included in a parent company’s report (e.g. non-UK registered subsidiaries and UK
subsidiaries that are not large undertakings) will not need to be covered
in a report
o
under the UK Regulations.
UK parent companies that are obliged to prepare consolidated
accounts
but
lidated group
gr
accou
which benefit from an exemption not to do so (e.g. because
ause the compa
company’s results
result are
included in the accounts of a larger group) may consider
onsider preparing and delivering a
consolidated report as an alternative to the approach
for
ach of preparing individual reports
re
each relevant subsidiary.
1.2 Relevant Definitions
Simplified versions of the definitions contained in the UK
Regulations
are shown below.
K Regulation
R
eg
Users should refer to the actual
to verify their
al definitions
efinitions in the
th UK Regulations
Regu
eg
understanding of the defined term.
rm.
The UK Regulations have
exercise of the powers conferred by
e been introduced throug
through the ex
section 468 of the Companies Act 2006, sections
15 and 17 of the Limited Liability
sect
Partnerships Act 2000
European Communities Act 1972. A number
000 and section 2(2) of the Euro
of relevant definitions
initions
ns from the Companies Act have therefore also been included in this
guidance.
Group
up means a parent undertaking and
a all of its subsidiary undertakings.
an
Large Undertaking
means
Under
ans an entity that meets at least two of the three following criteria:
(a)
(b)
(c)

its balance sheet
shee total on its balance sheet date exceeds £18 million;
its net turno
turnover on its balance sheet date exceeds £36 million;
its average
ge number of employees during the financial year to which the balance
sheet relates exceeds 250.

Medium-Sized Group - A group is a medium-sized group if it is not a small group and if it
meets at least two of the three following criteria on the balance sheet date of the parent
undertaking:
(a) its balance sheet total does not exceed £18m (or £21.6 million gross);
(b) its net turnover does not exceed £36m net (or £43.2 million gross);
Page 7
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(c) its average number of employees during the financial year to which the balance sheet
date relates does not exceed 250.
Net and Gross Figures: In relation to the aggregate figures for turnover and balance sheet
totals—
“net” means after any set-offs and other adjustments made to eliminate group
transactions—
(a) in the case of Companies Act accounts, in accordance with regulations under
section 404 of the Companies Act 2006;
(b) in the case of IAS accounts, in accordance with international accounting
standards.
count
counti
“gross” means without those set-offs and other adjustments.

T

nd
d medium sized
size groups using
A company may satisfy the criteria in relation to small and
either the net or the gross figure.

AF

pro
Net Turnover means the amounts derived from the sale of products and the provision
of
e added tax and other
oth taxes directly
direc linked to
services after deducting sales rebates and value
turnover.
g is a “parent
“
undertaking
dertak ” in relation to another
Parent Undertaking - An undertaking
undertaking”
ng, if—
iff—
undertaking, a subsidiary undertaking,
oting rights in the undertaking, or
(a) it holds a majority of the voting

e undertaking and has th
the right to appoint or remove a majority of
(b) it is a member of the
ors, or
its board of directors,

R

ht to exercise a dominant influenc
(c) it has the right
influence over the undertaking—
rtue
ue of provisions contained
co
in the undertaking's articles, or
(i) by virtue
contrac or
(ii) by virtue of a control contract,

D

(d) it is a member of the underta
undertaking and controls alone, pursuant to an agreement with
other shareholders or m
memb
members,
a majority of the voting rights in the undertaking.
aking is also a pa
p
An undertaking
parent undertaking in relation to another undertaking, a subsidiary
f—
undertaking, if—
(a) it has the power to exercise, or actually exercises, dominant influence or control over it,
or

(b) it and the subsidiary undertaking are managed on a unified basis.
A parent undertaking shall be treated as the parent undertaking of undertakings in relation to
which any of its subsidiary undertakings are, or are to be treated as, parent undertakings;
and references to its subsidiary undertakings shall be construed accordingly.
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Public-Interest Entity - In general, an EU listed entity whose transferable securities are
admitted for trading on a regulated market. The term also applies to certain credit and
insurance entities. Entities listed on the Alternative Investments Market (AIM) are not public
interest entities.
Relevant Activities means exploration, prospection, discovery, development and extraction
relating to the oil, gas and mining activities listed in the Annex and the logging of primary
forests activities also listed in the Annex
Small-Sized Group – a group is a small group if it meets at least two off the three following
criteria on the balance sheet date of the parent undertaking:
(a) its balance sheet total does not exceed £5.1 million net (or
or £6.1m
£6.1m gross);
g
gross);

T

(b) its net turnover does not exceed £10.2 million net (or
or £12.2m gross);
gross);
(c) its average number of employees during the
e financial year to which the balance
bal
sheet date relates does not exceed 50.

(a)

AF

Subsidiary - A company is a subsidiary of another
if that
nother company, its “holding company”,
com
other company—
holds a majority of the voting rights
hts
ts in it, or

(b) is a member of it and has the rightt to appoint or remove a majority of its board of
directors, or
(c)

is a member of it and controls alone, pursuant
pursua to an agreement with other members, a
majority of the voting
oting rights in it,

R

or if it is a subsidiary
diary
y of a company that is itself a subsidiary of that other company.
UK-registered
a company
ered company - means
me
compa registered under the Companies Act 2006.
The expression
overseas company that has registered particulars under
pression does not include aan over
that act.

D

Undertaking
ertakin means—
ertaking

(a) a limited
ted company;

(b) a limited liability
ability partnership;
p
(c) a limited partnership, each of whose members is
(i)

a limited company,

(ii) an unlimited company, each of whose members is a limited company,
(iii) a Scottish partnership which is not a limited partnership, each of whose members
is a limited company, or
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(iv) a Scottish partnership which is a limited partnership, each of whose general
partners is a limited company
(d) a partnership, each of whose members is;
(i)

a limited company,

(ii) an unlimited company each of whose members is a limited company,
(iii) a Scottish partnership which is not a limited partnership, each of whose members
is a limited company, or
(iv) a Scottish partnership which is a limited partnership, each of whose
whos general
partners is a limited company

(i)

a limited company,

T

(e) an unlimited company, each of whose members is;

AF

(ii) an unlimited company each of whose members
embers is a limited company,

(iii) a Scottish partnership which is not
whose members
ot a limited partnership,
partners
each of w
is a limited company, or
(iv) a Scottish partnership which is a limited partnership, each
of whose general
e
partners is a limited company;
ompany;
1.3

Specific criteria,, for example in relation to being
bei characterised as large undertakings or
public interest
determining whether an entity has a reporting
st entities, are relevant in determ
obligation.
the payments that have to be included in a
n. The subsidiaries that make th
consolidated
satisfy those criteria. For example, payments made
lidated
idated report do not need to satis
by subsidiaries that are not large
undertakings
need to be included in the consolidated
la
und
report.
report

D

R

(i)

Industry Guidance
e

(ii) The
impose a reporting obligation on UK registered entities. The
he UK Regulations on
only im
reporting
conduct the relevant extractive activities itself or those
rting entity
e
must
ust either
e
activities
by one or more of its subsidiaries, whether registered in
s must be conducted
co
the UK or elsewhe
elsewhere.
(iii) Under the UK Regulations, a parent can be either the ultimate parent of a group,
provided that it is UK registered or a UK registered subsidiary which has subsidiary
entities of its own. If the ultimate parent of the group is UK registered and prepares a
report for all of its subsidiaries, all other UK registered members of the group are
exempted from the requirement to prepare and deliver a report.
(iv) The approach taken in relation to large undertakings, public-interest entities and small
and medium-sized groups is intended to result in reporting requirements applying to
Page 10
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larger companies and limit the regulatory burden on smaller companies. Companies
should therefore carefully consider these factors as this may lead to them have a
reduced administrative burden.
(v) A UK registered entity that is neither a parent nor a subsidiary may nevertheless be
under an obligation to prepare and deliver a report. For example, Company X has 4
corporate shareholders (A, B, C & D) that each hold a 25% shareholding. Companies A,
B, C & D each conduct extractive activities and are required to prepare reports of their
own. Company X would not be a subsidiary of any of those companies
and would
mp
therefore not be included in any of their consolidated reports. Iff Comp
Company X is a UK
Com
registered large undertaking or public-interest entity and conducts
the relevant
condu
th
activities it will need to prepare and deliver its own report.
(vi) A UK registered company that is a subsidiary of a parent
arent that is not obliged
oblige to prepare
prepa
consolidated group accounts is required to prepare
e and deliver its own report.
(vii) By virtue of the definitions of ‘Undertaking’
company’
ng
g’ and
an ‘‘UK
UK registered
regist
compan shown
above, a company registered outside of the UK but which
is not
whic has a UK branch
b
required to prepare and deliver a report
Regulations.
rt under the UK R
eg
egulations
.
(viii) The reporting requirements that
registered entities will be
hat currently apply
app to UK reg
regis
extended to cover UK listed,
entities
when the terms of
ed, but non-UK
non K registered,
registered, enti
nti
Directive 2013/50/EU amending
“Transparency
(referred to hereafter as
ending the “
Transparency Directive”
Directi
the ‘Transparency Directive’)
ective’) are transposed into
in UK law.
law
(ix) Were companies
position
where they risk violating the internal
ies to find themselves in a positio
posit
laws of host
ost governments and this could place the company, directors, officers,
employees
ees and potentially
otentially UK citizens in danger of criminal sanctions from the host
government,
companies take the following actions.
rnment, it is recommended
recommen
that co
When they believe foreign law ccould subject any of those persons to any sanctions
under foreign laws if the co
company were to provide the required disclosure, the
company
advice from legal counsel in the relevant jurisdiction. The
ompany should seek legal
lega
l
legal review should cove
cover all relevant local laws.
cov
The legal advice should
consider the following questions:
sh
a.

is publication of the relevant information legally prohibited?

b.

is there sufficient legal uncertainty as to whether the publication of the relevant
information would amount to a criminal offence?

The company should also seek permission from the relevant host government or state
owned enterprise to publish the information required under the UK Regulations.
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D

R

AF

T

If the company does not receive permission to publish the relevant information from
the host government or state owned enterprise, it should report its inability to obtain
permission to the Department of Business, Innovation and Skills and provide all of the
relevant evidence, including copies of relevant legal opinions. This will enable the UK
government to determine whether it would be able to provide assistance to secure the
necessary permission or, if appropriate, an alternative remedy, by the time that a
company is required to deliver its report.
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2. R EPORTED E NTITIES
2.1

Summary of the UK Regulations

(i). Introduction - the preceding section covered the factors that need to be considered in
determining whether an entity is required to prepare and deliver a report on payments
to governments. This section considers the issue of how to identify the entities that
conduct the relevant activities and make the relevant payments that need to be
included in the report prepared by the reporting entity.
(ii) Consolidated Reporting - parent entities that are required to
and deliver a
o prepare
prep
an
consolidated report have to disclose information on:
x
x

their own payments,
payments made by any subsidiaries included in the consolidated group accounts
acc
account of
the parent

(iii) Subsidiaries - a UK registered subsidiary that concludes
oncludes that it has a duty to prepare and
deliver a report because its paymentss will not be reporte
reported in a consolid
consolidated report, and
which does not have any subsidiaries
diaries of its own that conduct relevant extractive
activities, will only need to include
payments of the types
nclude
de in the report its own pa
described in Section 4 below.
w.
2.2 Industry Guidance
(i)

The criteria for determining whether an ent
entity is a large undertaking or a public
interest entity
ity
y are only relevant for the purpose
purpo of establishing whether an entity has
an obligation
are not relevant in determining which entities
ion to publish a report. They ar
should be included in the report. Entitie
Entities are in scope for this purpose irrespective of
they conduct the
th relev
theirr size if they
relevant activities and make payments of the type
described in Section 4.
4

Consolidate
d reports
s pr
prepar
(ii) Consol
Consolidated
prepared by a parent should cover payments made by subsidiaries
finan
fin
for the whole of the financial
year or, if shorter, for the period during the year when the
entity making the pay
payment met the UK Companies Act requirements to be classified as
ry. This will cover situations in which a subsidiary enters or leaves a group as
a subsidiary.
a consequence
ce of an acquisition or divestment.
(iii) Parents should not include in their reports payment information for entities that are not
subsidiaries. As noted in the preceding section, some entities that do not qualify as
subsidiaries may have an obligation to prepare and deliver a report under the UK
Regulations, the regulations of other EU member states or under equivalent disclosure
regimes in other countries.
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D

R

AF

T

(iv) A parent may have subsidiaries that conduct relevant activities, other subsidiaries that
exclusively conduct non-extractive activities and subsidiaries that conduct both
extractive and non-extractive activities. A UK registered parent, even if its own role is
limited to holding investments, has a duty to prepare and deliver a consolidated report if
any of its subsidiaries conduct relevant extractive activities during the financial year,
provided it satisfies the requirement of being either a large undertaking or public
interest entity and is obliged to prepare consolidated group accounts.
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3. R ELEVANT A CTIVITIES
3.1 Summary of the UK Regulations

(i)

The reports of the entities that have a duty to prepare and deliver a report as outlined in
section 1 must relate to either:
x

x

the exploration, prospection, discovery, development or extraction of
minerals, oil, natural gas deposits or other materials within
n the economic
activities listed in the Annex, or
the logging of primary forests as described in the Annex

(i)

AF

3.2 Industry Guidance

T

(ii) Lists of the economic activities and hyperlinks to the explanatory
xplanatory notes contained
co
in the
International Standard Industrial Classification (ISIC) Revision 4 published by the
United
t Unit
Nations Statistics Division are provided in the Annex.
nex.

It is important for a company to have a clear understanding
erstandi of the scope
scop of its relevant
activities because only payments that relate to those activities
need
activ
nee to be included in
the report. Certain payments to
these activities and
o government may relate to both
bot
b
other activities of the reporting
ng entity
ty or its subsidiaries. This is dealt with in Section 6
below.
Whether an entity is involved in any of the relevant
activities
will depend on the specific
re
ac
facts and circumstances.
tance .
tances

R

(ii) The UK Regulations
definitions for any of the stages of the relevant
gulations
ations do not
ot include definitio
activities that relate
sector.
te to the extractive secto

D

The term ‘exploration,
discovery,
development or extraction’ is generally
‘exploration, prospection,
prospe
d
understood
to encapsulate the key
nders
ke stages of extractive activity. This begins with the
search for natural resources
and
resou
an includes the evaluation of resource bearing geological
features, the construction
constructi of
o facilities to enable the extraction of natural resources and
the production of the na
natural resource. This ends with the removal of the resource
from the
to the first marketable location, which would generally be a
he place of extraction
extr
specific metering point,
export terminal or entry point to a refinery or smelter.
p

(iii) Processing activities can be broadly grouped into 2 categories.
x Initial processing includes oil field or mine processing activities, such as the
processing of gas to extract liquid hydrocarbons, the removal of impurities from
natural gas after extraction and prior to its transport through a pipeline and the
crushing and processing of raw ore prior to the smelting phase.
x Processing of the natural resource into marketable products, including the refining
of crude oil into petroleum products, the conversion of gas to liquids and the
smelting of certain minerals.
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The UK Regulations make no reference to the inclusion of payments relating to
processing and hence there is no need to report on these activities. However, as a
practical matter, initial processing activities are often integral to the extractive activity
resulting in payment liabilities being determined on a basis that includes both the
extraction and initial processing of the minerals, oil, gas or other materials. As a
practical matter, initial processing activities may be inseparable from the relevant
activities for the purposes of reporting.
On the other hand, refining and smelting can also be conducted as separate businesses
from the extractive activities. The UK Regulations therefore do n
not require the
disclosure of payments relating to refining, smelting or similar processing
rocessing activities.
rocess
ac

AF

T

(iv) Export and Transportation - the UK Regulations do not
export or
ot extend to
t the ex
transportation of oil, natural gas, or minerals or timber
primary
er from the logging
logg
of prim
forests. Companies that are engaged in exporting
gas,
ng or transporting oil, n
natural ga
minerals or timber but not involved in the relevant
required
to
evant activities are not
ot require
req
prepare a report. Those activities are also out of scope for reporting purposes
for
purpo
companies that also conduct the relevant activities
activities.
tivitie .
The transportation of oil, gas and minerals
location may as a
erals up to the first marketable lo
practical matter be considered to be integral to the extractive
activities,
in a similar
extra
act
manner to that described above
However,
e for
or initial processing
proces
oweve export, transit pipeline
or other forms of transportation
ion are outside the scope of the UK
U Regulations.

R

(v) Ancillary or preparatory
generally capture only payments
y activities
activiti s - the reports should ge
that are directly related
activities. They are not intended to
ted to the extractive or logging ac
capture activities that are ancillary or preparatory.
Accordingly, the manufacturer of a
prepar
product used in
activities would
n the relevant
nt activ
ould not be considered to be engaged in the
commercial
al development
velopment of the resource.
resource The manufacture of drill bits or other
machinery
of oil w
would therefore not be regarded as a relevant
ery used in the extraction
extr
activity.
ity.

D

(vi) Service Companies
reporting requirement applies to entities that are active in the
s - The report
extractive industry. A broa
broad interpretation could lead to the conclusion that these
requirements
only to companies engaged in relevant activities on their own
quirements apply not on
behalff but also to comp
companies that provide services in relation to those activities.
com
After considering
dering the wording of the Accounting Directive and the vacated US rules
(which apply to entities that are engaged in the ‘commercial development of oil, natural
gas or minerals’), there is no reason to believe that the UK Regulations should have a
broader scope by covering companies that provide services to those oil, gas, mining
and logging companies.
This conclusion is further supported by the International Standard Industrial
Classification (ISIC) definitions for support activities for petroleum, natural gas
extraction, mining and quarrying which are included in the Annex. These support
activities are not included in the list of economic activities listed in the UK Regulations.
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The reporting requirement should therefore in general be limited apply only to entities
that seek or obtain rights to explore for or exploit oil, gas, mineral and/or primary forest
resources under rights granted by a government. This might include service companies
if they engage in the relevant activities under rights granted directly by the
government. However service companies that operate under a contract with oil, gas,
mining or logging companies that are granted those rights by the government are not
required to prepare and deliver a report.
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4. R ELEVANT P AYMENTS
4.1 Summary of the UK Regulations
Reporting entities are required to disclose the total amount paid annually to a government,
whether in money or in kind, for relevant activities where the payment is of any of the
following types:
(a) production entitlements;
(b) taxes levied on the income, production or profits of companies, excludin
excluding taxes levied
exclud
on consumption such as value added taxes, personal income taxes
axes or
o sales taxes;
t
(c) royalties;

T

(d) dividends, other than dividends paid to a governmentt as an ordinary shareholder
unless
shareho
unle
they are paid in lieu of a production entitlement orr royalt
royalty;;
royalty
(e) signature, discovery and production bonuses;
s;;

licence fees, rental fees, entry fees and other
for licences
and/or
er considerations
consid
l
concessions; or

AF

(f)

(g) payments for infrastructure improvements.
provements.
ements.
4.1 Industry Guidance

R

(i) Reporting entities are required to include in the report only
on those payments that fall within
the specified list of payment
Regulations
as listed above. Payments that fall
ayment types in the UK R
egu
egulation
outside of these categories
included.
ategories do not need to
t be includ
nclu
(ii) In arriving at the classification
assification of payments, reporting entities will consider the manner in
which the payment liability is determined
and
de
an will also take account of the approach taken to
the classification
entity’s financial statements.
ssification of that payment in the reporting
r

D

(iii) Production entitlement

Production
ction Sharing
Sh
g – Subject
ubjec to
t the terms of the contractual arrangements and depending
upon the facts and circum
circumstances, payments calculated on the basis of the government
(department, agency or state owned enterprise) share of production under production
sharing agreements
ents should, where applicable, be characterised as a payment for the
purposes of this report. As this is an ‘in kind’ amount, it should be included as both a value
and volume in line with the guidance shown below.
Reporting entities may wish to consider one of the following methods in determining the
amounts to be included in the report for a particular period:
x

Entitlement Basis - report the value and volume based on the government’s
entitlement to production for the relevant period;

Page 18

This draft guidance has been withdrawn.
Industry asked for views on the draft to ensure that their interpretation meets the requirements of the EU Accounting Directive and UK regulations.
Industry is still considering its guidance.

The Reports on Payments to Government Regulations 2014

x

Liftings Basis - report the value and volume of the production that the government
takes possession of during the relevant period.

Unless there are specific facts and circumstances that lead to a different conclusion for a
particular contract, it is recommended that reporting entities apply the same method to all
production entitlements included in their report for the relevant period.
Government as Equity Investor - The government, generally through a state owned
enterprise, may also have a separate equity interest as an investor in a venture that is
incremental to its rights under the production sharing agreement. Payments
aymen calculated on
ayments
the basis of this production entitlement should also be included in the
he report.
rep

AF

T

State Owned Enterprises operating internationally - State owned
increasingly
wned enterpris
enterprises increas
participate in extractive activities outside of their home jurisdictions.
calculated
urisdic
urisdictions.
Payments
ayment calculat
on the basis of production entitlements that arise in relation
ation to those ‘international activities’
activit
should not be included in the report. For further
er information on this matter ssee the
comments in Section 5 under the heading
ng
g ‘State Owned Enterprises operating
internationally’.
Reporting Obligation - In general, extractive operations that
tha give rise to production
entitlements for the government are
e managed by a single company
compan in the capacity as ‘the
operator’. The operator generally
determine the sharing of
ally maintains
ntains the records that d
production between the various
us parties.

D

R

In the process of determining
entitlement due to each
rmining and communicating
communicatin the production
p
party, and making the
he arrangements for the parties
partie to physically receive their entitlements,
the operator is, for
Regulations,
effectively making the payment to
orr the purposes of the UK Regula
R
egula
the government.
ent. The
e whole of the payments calculated on the basis of the government
entitlementt should therefore b
be included in the report that covers payments made by that
operator.
non-operating
parties to the venture should not include any part of
r. In general, the nonnon
-oper
operating p
the payment calculated on the basis
basi of the government’s production entitlement in their
reports.
ports.
(iv) Taxes
es

Each tax type
pe has to be considered on its merits to determine its characteristics for the
purposes of potential
ential inclusion in a report.
Taxes should be included in reports where they relate to the relevant activities.
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The following guidance is indicative only.

Taxes on Income

Other issues:

on Corporate Income
Taxes
on Federal Income
Taxes
on State
Income
Taxes
on

Out of Scope
Taxes on Consumption

Resource Rent Taxes

Value Added Tax

Severance Taxes

Sales and Use Taxes

Petroleum
Taxes

Revenue Customs
ms Duties
Contractor
Contrac
W
Withholding
Taxes
Employee Taxes
Social
Security
Secu
Contributions
tions
Environmental
ntal
ttaxes
levied on consumers
consume
Stamp
S
Duties

AF
T

Withholding tax
dividends
Withholding tax
interest
Withholding tax
royalties
Withholding tax
service income

Potentially In-Scope
Taxes on Profit
Taxes on Production

R

settle
s
Tax Refunds – an over-payment off reportable taxes can be settled
in different ways,
ther payment
ayment liability and sometimes
sometim in the form of a tax
sometimes by offset against another
sistency, both
oth scenarios should b
refund. For the sake of consistency,
be reflected in a company’s
offse against
st another
anothe reportable
reporta
report. If the overpaymentt is offset
payment, the entity should
resul in a refund,
ref
report the net amount. Iff the overpayment results
the entity should include the
or the period in which the refu
refund is received. If the refund is received in
refund in the report for
e entity also makes payments of the same type of tax, the report should
a period when the
mount
nt paid in the year.
year
show the net amount

D

Interest and
or on Underpaid Tax – these payments
nd Penalties
Penaltie on
n Late Tax Payments
Paym
occasionally
onally arise where taxes are paid late or if additional tax is due following a difference
payab
paya
of view on the amount of tax payable.
Interest and penalties are not within any of the
ment types
t
payment
listed in the UK Re
Regulations and should therefore not be included in reports.
alties
(v) Royalties

se in relat
No issues arise
relation to cash royalties paid to governments. Royalties paid in-kind
d in the manner described above for production entitlements in relation to
should be treated
the determination and reporting of the value and volume.

(vi) Dividends
Reports need not include dividends paid to a government as a common or ordinary
shareholder as long as the dividend is paid to the government on the same terms as to
other shareholders. The reporting entity will however be required to include any dividends
paid to a government in lieu of production entitlements or royalties.
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There may be no explicit agreement that the government shareholding in the entity making
the dividend payment has been granted as an alternative to a production entitlement or
royalty arrangement. A company may report such a dividend where, based on a
consideration of the facts and circumstances, it is reasonable to conclude that such a
production entitlement or royalty arrangement would have existed if the government did not
have the right to receive dividends.
Government participation in the ownership of the entity that pays the dividend without the
payment of any consideration for its interest in that entity is indicative of the dividend being
in lieu of a production entitlement or royalty.
(vii) Bonuses

T

The report should include signature, discovery, and production
on
n bonuses, in e
each case tto the
extent paid in relation to the relevant activities.

AF

No issues arise in relation to cash bonuses paid to
Bonusess paid in-kind
o governments.
gov
i
should be treated in the manner described above
to
e for production entitlements in relation
re
the determination and reporting of the value and
should be adopted
nd volume.
volume This approach
ap
for payments that are characterised as bonuses
law that have to
uses in the
e relevant
relevan contract or la
be satisfied in a form other than cash, for
or example in the form of
o a social contribution.
c
Disclosure is not required for social
characterised as bonuses in
al contributions
ntributions that are not cha
chara
agreements between the company
any and the
he government or which are voluntary.
(viii)Fees

R

The report should include
that are paid in consideration for
lude fees, whatever they are
ar called,
call
access to the area where
wher the extractive
xtractive or logging activities will be performed. The report
does not need to include
nclude fees paid in return for
fo services provided by governments if not
paid in consideration
deration forr the licence or concession.
conces
(ix) Infrastructure
frastructure improvements

D

The
e report should include payments in kind made by companies to governments in the form
of infrastructure
expenditure, whether
under contractual obligations or otherwise. For
frastructure expenditu
w
example,
to build a road, other than in circumstances where the
e, if the company is obliged
o
road is expected
primarily dedicated to operational activities throughout its useful life,
ected to be prim
pri
the company may be required
to disclose the cost of building the road as a payment to the
re
government. The
and circumstances should be considered in order to determine
e facts
fa
whether such expenditure represents an in-kind payment to a government.

The UK Regulations do not require a reporting entity to report social or community
payments, such as payments to build a hospital or school. However the reporting entity
also has to consider the substance of the arrangements. The facts and circumstances may
indicate that such a contribution represents an in-kind payment in lieu of one of the
payments types that need to be included in the report.
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The reporting entity will also need to determine, based on the relevant facts and
circumstances, whether the expenditure on the infrastructure improvement should be
included in the report for the period (a) in which that expenditure was incurred or (b) when
the infrastructure is handed over to the government or (c) when the infrastructure is brought
into use.
(x) Other Issues Relating to Payments
Timing of Payments

T

Reports should include the actual payments made in cash during the
reporting period and
e repo
report
not either the amount of the liability due for that period or the relevant
accounting accrual.
evant aaccount
The amounts included in the report for a particular period willll therefo
therefore often relate to
relevant activities of another reporting period.
In-Kind Payments

AF

If a reporting entity makes an in-kind payment of any of the types
required to
pes of payments req
be disclosed, it must disclose the payment. When
hen
n reporting an in
in-kind
k
payment, a reporting
entity must determine the monetary value off the in-kind
kind payment
payme and, where applicable, its
volume.
Supplementary notes must be provided
ided
d to explain how the value of
o tthe payment has been
determined.
For the purposes of the disclosure,
the reporting entity sh
should
consider reporting such
isclosu
isclosure,
h
payments at cost or fair market value,
provide
value
valu , and should
sho
provid a brief description of how the
monetary value was calculated.
calcula

R

In some cases, the
e reporting entity may already use a valuation methodology for other
purposes. Forr example,
sharing arrangement, the contract may specify a
e, in a production sharin
valuation methodology to determine
the amount
of production to which entities are entitled
determ
am
as ‘costt oil’ for a particular period.
may be appropriate for that same methodology to be
period. It m
used
d for the purposes of determining the value of the government’s production entitlement.

D

Reporting
orting Currency
C

If any payments
yments have been
bee made in currencies other than the reporting currency of the
reporting entity,
recommended that the entity determine the currency conversion
tity,, it is re
tity
between the currency
rrenc in which the payment was made and the reporting entity’s reporting
currency in one of three ways:
(a) by translating the payment amount at the exchange rate existing at the time the
payment is made;
(b) using a weighted average of the exchange rates during the reporting period; or
(c) based on the exchange rate as of the reporting entity’s fiscal year end.

Reporting entities should disclose the primary method used for currency conversions.
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Penalties, fines and interest
These payments are not within any of the specified payment types and therefore do not
need to be included in the report.
Disclosure Threshold

T

Any payment, whether made as a single payment or as a series of related payments, need
not be taken into account in the report if it is below £86,000 within a financial year. This
means that, in the case of any arrangement providing for periodic payments
en or instalments
(e.g. rental fees), the reporting entity must consider the aggregate amount
amoun of the related
periodic payments or instalments of the related payments in determ
whether the
determining w
threshold has been met for that series of payments, and, accordingly,
is
dingly, wh
whether disclosure
disc
required.

D

R

AF

For example a single payment of £75,000 for a licence in
required to be
n a year
ye would not be requ
reported, whereas a series of four quarterly payments
nts of £25,000 for a single
e licenc
licence each
would need to be reported in aggregate. Similarly
£75,000
ly a single tax pay
payment of £75,00
00 would
not be required to be reported, whereas if an additional payment
same taxation
payme for the sa
obligations of £15,000 was paid in the same
would have to be
me year then
en the total
to amount wo
reported in aggregate.
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5. R ELEVANT G OVERNMENTS
5.1

Summary of the UK Regulations

Payments need to be included in a report where they are made to a national, regional or
local authority of a country. The term ‘government’ includes a department, agency or entity
that is controlled by the government authority.
5.2
(i)

Industry Guidance
This requirement will result in the inclusion of payments made at the natio
national, federal,
regional, state, province, county, district, municipal, or equivalent
of government,
alent levels
lev
gov
and payments made to state owned enterprises.

AF

T

(ii) State Owned Enterprises - an entity will be treated
ed as controlled by a government
g
governme
authority if it would be considered to be a subsidiary
bsidiary of that authority
bsidia
ity du
due to the
government authority being in control of the
by virtue of voting righ
rights, the
e entity
ent
appointment of officers to the entity’s supervisory
the right to exercise a
ervisory
visory body or having
hav
dominant influence over the entity.
(iii) State Owned Enterprises operating
in the
g internationally
intern
y - ass explained
expla
th Foreword to this
guidance, a primary goal of government
ernment payment regulatio
regulations is to help empower
citizens of those resource-rich
governments accountable for the
ch countries
tries to hold their governm
wealth generated by those
e resources.

R

Consistent with the approach described in Section
4 relating
to production entitlements,
Se
re
payments to state
outside
e owned
own entities
ities operating
ing o
outsid of their home countries should not
be included in
n the report as they do not relate
rela to the natural resources of the state
owned enterprise’s
erprise
se’’s home country.

D

(iv) State Owned Enterprises aacting as field
fie operator - in the oil and gas sector, a state
owned
(e.g.. the Na
wned enterprise (e
(e.g
National Oil Company) may act as operator of an oil or gas
with one or more reporting entities. The operator may
field as part of a joint venture w
re-imbursement
of the relevant proportion of the capital or operating costs
require the re
requi
-imbursement
rsem
from
partners through cash calls. Payments made to the National Oil
om joint venture part
partner
Company
pany that represent
represen
represe the reimbursement of ordinary capital and operating costs do
not need
Disclosure is only required if the National Oil Company is paid
d to be disclosed.
disclo
one of the
e types of payment listed in Section 4 above and if the amount of the
reportable payment is distinguishable from other costs.
(v) Name of Payee - as the reporting entity is required to report the amounts paid to each
government, and as a department, agency or entity is considered to be a government
for this purpose, the reports should, where practicable, show the actual name of the
department, agency or entity that received the payment.
(vi) Payments Made through Agents - if an entity makes a payment of the type listed in
Section 4 to a third party that will be paid on to the government on its behalf, that

Page 24

This draft guidance has been withdrawn.
Industry asked for views on the draft to ensure that their interpretation meets the requirements of the EU Accounting Directive and UK regulations.
Industry is still considering its guidance.

The Reports on Payments to Government Regulations 2014

payment should be included in the report, with the ultimate beneficiary being identified
in the report as the recipient.
Similarly, where an entity makes such a payment to a government acting as a paying
agent pursuant to a contractual obligation between the entity making the payment, the
government and the final recipient(s) of the payment, the reporting entity should include
these payments in the report. This may arise where the government collects payments
on behalf of indigenous organisations. The government entity should be identified as
the payee in the report.

T

(vii) Indigenous Organisations - the status of indigenous organisations
as potential
nisatio
nisations
government entities should be assessed on a case by case
e basis
basi taking aaccount of
factors such as local legislation and regulations. An indigenous
might be
enous orga
organisation m
regarded as a government for this purpose.

D

R

AF

(viii) Sovereign Entities - the status of a sovereign entity
ntity as a potential government
governmen entity
e
should be assessed on a case by case basis. A sovereign entity
entit might be regarded
regard
gard as a
government for this purpose.
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6. A TTRIBUTION OF PAYMENTS
6.1 Summary of the UK Regulations
(i)

The requirements in relation to the content of the report oblige the reporting entity to
either attribute every payment to a project or disclose the payment at an entity level.

(ii) The UK Regulations define the term project as follows:
“Project” means the operational activities which are governed by a single contract,
licence, lease, concession or similar legal agreement, and
the basis for
nd for
form th
payment liabilities with a government.
If agreements of the kind referred to in the definition
on
n of “project” are
ar substantially
substan
interconnected, those agreements are treated forr the purposes of these Regulatio
Regulations
as a single project.
“Substantially interconnected” meanss forming a set of operationally
and
operation
geographically integrated contracts, licences,
concessions or related
ces, leases or
o concession
agreements with substantially similar
milar terms that are signed with a government,
giving rise to payment liabilities.
Such agreements can be governed
venture, production
rned by a single contract, joint
j
sharing agreement, or other
ther overarching
rching legal agreement.
agreemen
(iii) Where payments have
project, the report should show the
ave been attributed to a specific
s
p
total amount perr type of payment made for each
such project and the total amount of
e
payments forr each such project.
(iv) Reporting
ing
ng entities are not
no required to split or disaggregate payments that are not
attributable
ibutable to a specific project.
proje
project.
For instance, if a company h
has more than one project in a host country, and that
country's government levie
levies
corporate income taxes on the company with respect to
l
the company’s income in
i the country as a whole, and not with respect to a particular
project or operation within
the country, the reporting entity is permitted to disclose the
w
resulting income tax payment or payments without specifying a particular project
associated with
ith the payment.
(v) Projects may not be artificially split or aggregated to avoid the application of the UK
Regulations.
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6.2
(i)

Industry Guidance
Attribution options - every payment that is included in a report has to be either
attributed to a project or disclosed at the entity level. The manner of attribution or
disclosure should be determined on one of the following bases:
1. Project based on single agreement: ‘Operational Activities and Single Agreement’
Basis

T

Where payments have been attributed to specific operational activities
that form the
vi
basis for payment liabilities with a government and are governed
by a single
govern
contract, license, lease, concession or single agreementt of a similar
simila type (the
‘project’), the report should show the total amount per type of p
for
payment made
m
each such ‘project’ and the total amount of payments for each such ‘project’.
‘p
2. Project based on multiple agreements: ‘Operationally
Integrated
onally and Geographically Integrat
Agreements’ Basis

AF

Where payments have been attributed to agreements
agreements of the
th kind listed in
i Option 1
that form a set of operationally and
integrated contracts,
licenses,
d geographically
aphically int
contra
leases or concessions that are signed
and give rise to payment
gned with a government
overnm
liabilities (the ‘project’), the report
ort should show the total aamount per type of payment
made for each such ‘project’
for each such
ect’ and the total amount of payments
pa
p
‘project’

D

R

3. Project based on multiple agreements: ‘Related A
Agreements with Substantially
Similar Terms’ Basis
asis
Where payments
ents have been attributed to a set
se of agreements of the kind listed in
Option 1 (which
contract, joint venture, production
which can be governed by a single
s
sharing
overarching legal agreement) that have substantially
g agreement
ement or other overarchin
similar
signed with a government
and give rise to payment liabilities (the
ilar
ar terms, are signe
gove
‘project’),
project’), the report shou
should show the total amount per type of payment made for
each such ‘project’ and the total
to
tota amount of payments for each such ‘project’
4. ‘‘Entity
Entity Level’ Basis
Where
here payments are
ar made in respect of obligations imposed on an undertaking that
a
are not
to a specific project, those payments may be disclosed in the
ot attributable
attributa
report without
thou splitting or disaggregating the payments to specific projects.

(ii) Entity Level Payments - the actual amount paid by the entity should be disclosed, even
if that payment partially relates to other business activities. However, where the
income from the relevant activities is segregated from the income earned from other
business activities, the report should only include the payments that relate to the
relevant activities.
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7.

P ROCEDURAL A SPECTS

(i) Equivalence - if the European Commission has assessed the reporting requirements
under the regime of another country to be equivalent to the requirements of the
Accounting Directive, reporting entities are exempt from the requirement to prepare a
report or a consolidated report based on the requirements of the Accounting Directive.
Instead the reporting entity is required to submit the report prepared and made public
under the equivalent regime to Companies House in accordance with the requirements
described in the section titled ‘Reporting Methodology’ below.

T

(ii) Reporting Obligations – Joint Ventures - Joint Ventures occasionally
sionally involve payments,
sionall
including certain payments to government, being made by one of tthe parties to the
venture (e.g. the operator) on behalf of the whole venture.
ure.
e. In these circ
circumstances the
operator will recover proportionate shares of the amount
mount paid from the other
othe parties to
the venture (i.e. the non-operating parties).

AF

The duty to include a government paymentt in a report, and the
determination
of the
t
determinat
amount to be included, should be based
ed on
n the payment
paymen arrangement
arrangemen that exists
between the payer and the government,
that
ment, not by
y the ccost sharing arrangement
ar
exists between the parties to the joint
oint venture.
ven
In these circumstances, the operator
payment to the government
ator that makes the paym
should, provided it is within
n the scope
e of the UK Regulations,
Regulation
Regulations include the full amount of
that payment in its report.
amount paid and the date
ort.
rt. The operator will know the precise
pre
of payment.

D

R

The non-operating
to the payment through the
ting parties that economically ccontributed
co
relevant cost
not include the payment that they
st sharing arrangement should generally
ge
made to the operator
many cases, this payment will be an element
ator in their
thei reports. In m
of a composite contributio
contribution to meet a variety of costs borne by the operator. In
practice,
parties might
not, without making additional enquiries of the
actice, the non-operating
non--operating par
non
m
operator, have information on th
the date of payment to the government or on the precise
payments.
amount of individuall payment
amo
pay
This
will reduce the risk of double counting or creating
s recommended approach
app
ap
uncertainty
of the payment amount that will be included in each
ainty on the proportion
pr
p
reporting entity’s re
report and also reduce the risk of inconsistent approaches being taken
between different
ere joint ventures.
The non-operating parties are required to disclose payments that they make directly to
the government, for example their corporate income taxes.

(iii) Reporting Periods - the first reporting period under the UK Regulations will be the
reporting entity’s accounting period that begins on or after 1 January 2015.
(iv) Reporting Deadlines - the Accounting Directive and the Transparency Directive were
both enacted during 2013. It is the intention of the UK government that the
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requirements of the government payments aspect of the Accounting Directive and the
Transparency Directive also come into effect at the same time. This has implications
for the reporting deadlines for UK listed companies.
Subject to the terms of the Transparency Directive, reporting entities that are required
to prepare and deliver reports or consolidated reports under the UK Regulations must
deliver those reports in accordance with the requirements specified by Companies
House within 11 months of the end of their financial year.
For a reporting entity that is a partnership or a limited partnership, the
he “financial year” is
deemed to be the 12 calendar months ending on 5 April.

T

Companies that are subject to the Transparency Directive
tive (UK listed companies,
com
whether registered in the UK or elsewhere), will be required to submit their
government payment reports within 6 months after the
period in
he end of the accounting
account
accordance with the requirements that will be sett by the Financial Conduct Authority.
Autho
A
Those companies will continue to be subject to
to
o the requirement to deliver the report
re
Companies House by its deadline.

AF

[Additional guidance will be included to
companies that are
o address the requirement
requir
on com
impacted by the Transparency Directive
ective to publish their government
g
governmen payments report
using the Financial Conduct Authority’s
hority’s
rity’s reporting system and the rrequirements to make
that report available on the company’s
mpany’s
y’s website for a period of 10
1 years. This matter will
be the subject of upcoming
g discussions
ons with the FCA, BIS,
BIS Companies House and civil
society organisations.]

R

Reporting entities that are exempt from the require
requirement to prepare a report under the
UK Regulations
s as a result of the equivalenc
equivalence mechanism are required to deliver to
Companies House
use the information contained in the report prepared in accordance with
the requirements
regime within 28 days after such report is made
irements of the equivalent regim
publicly
cly
ly available under those
thos requirements.
requireme

D

Reports, consolidated reports o
or information provided under the above requirements
Companies House by electronic means.
must be delivered to Companie
(v) Filing
ing of Reports
R
- [To
To be
b developed
d
further following discussions with Companies House]

Contentt of the Report
Repor
hal disclose the following information in respect of the relevant financial
The report shall
year:
Governments
x the total amount per type of payment made to each government
x the total amount of payments made to each government
Projects
Where payments have been attributed to a specific project:
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x the total amount per type of payment made for each such project
x the total amount of payments for each such project.
Payments made by the undertaking in respect of obligations imposed at entity level
may be disclosed at the entity level rather than at project level.
Where payments in kind are made to a government, they shall be reported in value and,
where applicable, in volume. Supporting notes shall be provided to explain how their
value has been determined.
Payments, activities and projects may not be artificially split or aggregated
to avoid the
ggrega
ggregate
application of the UK Regulations.

Publication

AF

T

Reporting entities that prepare and make public a reportt complying with
w third-country
third-co
reporting requirements assessed as equivalent to the
the Accounting
e requirements of th
Account
Directive are exempt from the requirement to
o prepare a report under
unde the UK
Regulations. Those companies are required to
under the
o send the report prepared un
und
equivalent regime to Companies House. Equivalent reports prepared in a language
other than English must be accompanied by an
n English translation.
transla

The reports on payments to governments
overnments
nments shall be published aas laid down by the laws
of each Member State in accordance
2009/101/EC.
ccordance with Chapter 2 of Directive
Direct

R

UK registered reporting
publish (file) their extractive reports
ng entities will be requi
required to pub
with Companies House. Companies
House
determine rules for the delivery of
Compa
ouse will d
extractive reports
them in accordance with the UK
orts with companies required to publish
p
regulations. Reports
electronically to facilitate the efficient handling of
ports will be submitted electro
data and ease of access
ccess for the
t users of the
th reports.

D

Reporting
House either (a) a report (in the case of
porting entities must deliver
delive to Companies
Co
subsidiaries), (b)
subsid
b) a consolidated report (in the case of parents) or (c) a report or
consolidated report prepared in accordance with equivalent reporting requirements.
Reporting
porting Methodology
The Accounting
Directive does not specify a format for the extractive report but, in
counting Dire
developing an approach,
it will be important that reports have regard to the Open
ap
Government principles as set out in the UK’s Open Government Partnership National
Action Plan.
The UK Regulations require the delivery of reports by electronic means.
Companies House is considering the use of the Extensible Markup Language (XML)
interactive data format. This would involve providing reporting entities with the ability
to download an XML file (known as an XML Schema) which will have been configured
to be consistent with the requirements for the content of the report shown
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above. Reporting entities will be required to export data from their source files (e.g.
Microsoft Excel) using the XML Schema.
The XML Schema will include a number of notes sections to enable reporting entities to
provide narrative explanations required by the UK Regulations and additional information
to help users, for example on currency conversion and valuation methodologies for ‘in
kind’ payments.

T

Reporting entities that will be required to deliver a report prepared under
nd the rules of an
equivalent regime will need to send the report prepared under the
reporting
he electronic
elec
elect
requirement used for that other regime. A report may be drawn
to
awn up
u and delivered
d
Companies House in a language other than English, but must, when
delivered,
be
w
delive
accompanied by a certified translation into English. If the
reports
e other regime accepts re
that are not prepared by electronic means, the reporting
standard
ting entity should use tthe standa
XML Schema to deliver its report to Companies House.
ouse.

AF

[Further detail on the use of XML will be provided
ded after Com
Companies House releases the
next version of its Schema. Companies
to a wider
es House intends
ends to make this available
ava
group of companies and civil society
ty organisations soon.]
soon.]
Footnote on Companies House
use Feess

D

R

As a Trading Fund, Companies
basis of cost recovery, with fees
mpanies House operate
operates on the b
linked to the forecast
service and the way in which
cast cost of providing ea
each specific
spec
customers access
ss them. Therefore, there will be a fee attached to this new report for
filing at Companies
mpanies
panies House. The calculation of the fee level for a new filing with
Companies
es House
se is based on recovering tthe cost of developing the new service, over
an appropriate
any ongoing cost. A specific fee will be
propriate period, and
an on recovering
recover
determined
ermined once the detail of the filing requirement is defined and the supporting
systems
system specification
specification
cation has been determined.
de
d
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A NNEX
The following activities represent the relevant activities. For this purpose, the UK
Regulations have adopted the International Standard Industrial Classification (ISIC)
developed by the UN Statistics Division. Hyperlinks are provided below to guidance for
each of these activities.
The full list of ISIC codes can be accessed from the following link. Click Here
Agriculture, forestry and fishing
Logging

D
R
AF
T

Mining, Quarry and Logging Activities
Mining of coal and lignite

Mining of hard coal
Mining of lignite

Extraction of crude petroleum and natural
ral gas
Extraction of crude petroleum
um
Extraction of natural gas

Mining of metal ores

Mining of iron
on ore
ores

Mining
g of non-ferrous
ferrous metal ores

Mining of uranium and thor
thorium ores

Mining of other non
nonnon-ferrous
-fe
metal ores

Other mining and quarrying

Quarrying
arrying of stone, sand and clay

Quarry
Quarrying
Q
uarry
of ornamental and building stone, limestone, gypsum, chalk and
slate
Operation of gravel and sand pits; mining of clays and kaolin

Mining and quarrying not elsewhere classified
Mining of chemical and fertiliser minerals
Extraction of peat
Extraction of salt
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Other mining and quarrying not elsewhere classified
Support Service Activities
The following activities are not included within the definition of relevant activities.
Hyperlinks are provided to the ISIC guidance for each of these activities.
Support activities for petroleum and natural gas extraction

D

R

AF

T

Support activities for other mining and quarrying
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