REPORT ON THE HIGH-LEVEL CONSULTATIVE ROUNDTABLE DISCUSSIONS ON THE FIRST GHANA EITI FINANCIAL AUDIT REPORT FOR THE PERIOD JAN-JUNE, 2004.
1.0
Introduction

The first Ghana EITI Financial Audit Report was submitted to the EITI Secretariat at the Ministry of Finance on February 20, 2007 by the Audit Firm, BOAS and Associates. After the review of the Report by the National Steering Committee it was recommended that in line with the standing work plan of the EITI a technical roundtable be organized to share the report with the various relevant institutions, other key stakeholders and team of experts. The workshop was also to help address some of the concerns raised and recommendations made in the report.
2.
The roundtable was held on April 3, 2007. It started at 9.00 am with a prayer by Dr. Matilda Fiadzigbey, Administrator of Stool Lands.  Mr. Roger Angsomwine introduced Hon. Rita Tani Iddi, MP and Deputy Minister for Lands Forestry and Mines as the Chairperson. (See Appendix for the full list of workshop participants).
2.0
Opening Remarks
 3.
 In her address, the Deputy Minister in charge of Mines informed the meeting that Ghana, made significant strides in the implementation of the EITI since it signed on to it in 2003. She stated further, that the principles of the EITI demands that a country:

· issues a Public Statement on the EITI concept, 
· shows commitment to work with Civil Society, 
· appoints an Independent Aggregator to reconcile payments and receipts of benefits and 
· Publish EITI Financial Audit Report and widely circulate it.

4.
Ghana, thus has met some of the principles. The Deputy Minister added that the next step was the preparation of the EITI report.  Boas and Associates were contracted to reconcile payments and receipts on Benefits and also prepare the report.  This has been done and would be the subject for discussion for the workshop. 
5.
The Deputy Minister emphasized that the ultimate aim of the audit is to ensure a transparent mechanism in the extractive sector that will make Ghana the preferred global investment destination.
6.
That the report will serve as a point of reference for the assessment of the industry in the future and lessons learnt will assist in drawing templates for future programs in the sector.
7.
She was optimistic that the forum would give an opportunity for suggestions on other developments in the mining sector and how the sector can be improved to meet the development needs of the country.

3.0
Presentation of the Audit Report

8.
The presentation was led by Mr. Boa- Amponsem,( the Ghana EITI Aggregator) of BOAS & Associates. The presentation covered the following areas:
· Objectives

· Scope 

· Methodology

· Aggregation Results

· Significant Findings 

· Recommendations

9.
The report covered actual mining benefit payments made in the period January 2004 to June 2004.

10.
Eight (8) companies were selected they are: 

· Anglogold Ashanti (AGC) – Bibiani 

· Anglogold Asahnti (AGC) – Obuasi, 

· Anglogold Ashanti (AGC) Ideapiem, 

· Bogoso Gold, Goldfields Ghana Ltd., 

· Abosso Goldfields, Ghana Bauxite Co. Ltd., 

· Ghana Manganese Co. Ltd 

The basis of selection was to cover only mining companies that contributed about 99% of royalty payments within the period under review.
3.1
Approach/Methodology
In arriving at his findings the Aggregator used the following methods:

a. Questionnaire accompanied by one-on-one discussions

b. Collection of secondary  data relating to the payments and receipts of mining benefits from mining companies and government agencies.

3.2
Aggregation of Results
12.
The total of mining benefits received by government from the 8 selected companies for January 2004 to June 2004 is broken down as follows:-



Mineral Royalties

 89%



Dividend


  7%



Corporate Tax

  3%



Property Rate

  1%



Ground Rent


  0%



Licences


  0%



Total
       


 100%

3.3
Summary of Significant Findings
· Fineness/Purity Of Gold  
13.
The selected mining companies determine the fineness/purity of minerals from their assays on site and from their chosen refineries outside the country.  Values from these refineries are used to determine royalties. There is therefore lack of independent check on the fineness/purity of minerals.

· Pricing  
14.
The Aggregator found out that there are no guidelines for fixing the prices of minerals won.  Varying pricing methods are employed by the mining companies with resulting differences in prices.

· Exchange Rates
15.
It was observed by the Aggregator that various exchange rates were being employed by the various mining companies in the payment of royalties.  Some use the average rate for the quarter while others apply the prevailing rate at the time of payment.  The effect of this is that companies with equal revenues from production would pay different amounts of royalties because they use different methods for establishing the exchange rates.

· Inter-sectoral Collaboration
16.
It was also noticed that there is lack of formalized lines of contact among the IRS, Mineral Commission and other government agencies on methods relating to payment of mining benefits.  The implication is that mining companies may submit different details of required returns and information to the IRS, the Mineral Commission and other government agencies for the purpose of underpayment of taxes.
17.
The report has indicated that Government agencies entrusted with various responsibilities of monitoring, accounting and regulating the industry (IRS, CEPS, MLFM and the Minerals Commission) are weak and as such should be repositioned and their capacities strengthened to enable them play their roles effectively.
· Supervision
18.
The Independent Aggregator observed that even though CEPS officials are attached to the mines to supervise and observe the gold smelting, weighing, packaging and shipment process they hardly authenticate the shipment documents that give details of the bullions of gold to be shipped.  Some of the officials have stayed in one mine for almost a decade.  This may breed familiarity which may in turn hinder effective work of the officers.

· Capital Gains Tax
19.
Until November 2006, there were no records of capital Gains payment for changes in the ownership of mining concessions.

· Shortfall in Disbursable Amount
20.
Shortfall of ¢89,040,000.00 was seen in the amount declared for disbursement.

· Delay in Mineral Royalty Disbursement
21.
The Independent Aggregator observed over 10 months delay in the payment of mineral royalties to the office of the Administrator of Stool Lands.

· Information On Payments By Regional Offices Of OASL
22.
Boas and Associates found out that Regional Offices of the OASL do not provide adequate information on payments made to beneficiaries – i.e. the District Assemblies, Traditional Authorities and Stools.  This lack of adequate information hinders the assessment of the correctness or otherwise of mineral royalties received.

· Multiple Payments to Beneficiaries
23.
It emerged that single tranche payments made to some District Assemblies were sometimes split and paid by using multiple cheques This practice does not enhance transparency and usually causes unnecessary disbursement delays.

24.
It was found out that there is absence of guidelines for the utilization of mineral royalty receipts resulting in variation in application.  Some Districts use royalty receipts for capital expenditure while others apply it on recurrent expenses.

3.4
Recommendations
I. Fineness/Purity of Gold:  It was recommended that  government sends samples of gold for independent checks to refineries not used by the mining companies.  This will enable comparison to be made between the companies declared figures and that of an independent refinery to ensure transparency.  Government could start this independent check on a pilot basis using random sampling.  Many of the companies are declaring purity figures ranging between 88% to 95%.
II. Pricing: For transparency, it was recommended that guidelines for pricing of minerals should be established for the industry. Eg, Gold prices could be fixed based on the price of day of shipment – AM/PM Quotation.

III. Exchange Rates: It was recommended that companies use the Bank of Ghana interbank exchange rate on the date of payment  in compliance with Internal Revenue Act, 2000 (ACT 592).
IV. Inter-sectoral Collaboration: To enable reconciliation of production figures, for the determination of mineral royalties, submitted to Mineral Commission and the IRS and to facilitate the determination of the genuiness of capital investments and Capital Allowance claims by the Mining Companies, there should be established formalized line of communication between the IRS, the Minerals Commission, CEPS and other agencies like Bank of Ghana on matters relating to payments/ receipts of mineral benefits.
V. Supervision: Boas and Associates recommended authentication of shipping documents by CEPS officials by signing the Gold Delivery Note.  They also recommended a shorter stay for CEPS officials at the mines.

VI. Capital Gains Tax: The Minerals Commission should refer changes in the ownership of mineral right licences to the IRS for advice on capital gains tax payments.
VII. Shortfall in Disbursable Amount: The companies should send details of mineral royalties paid to the OASL and the District Assemblies.  This will enable them i.e. the OASL and the District Assemblies compare those figures with that from the IRS.
VIII. Delay in Mineral Royalty Disbursement: Disbursements should be made at most three months after receipt of payment.  This will enhance transparency and development outcomes.
IX. Information on Payments by Regional Offices of OASL : It was recommended that the Regional Offices of the OASL should provide information including the following to the beneficiaries:-
a. Quarter/Month that payments relate to

b. Mining companies making the payments and the method and amounts paid.

X. Multiple Payments to Beneficiaries: The Regional offices of the OASL should be encouraged to pay benefits in full on a single cheque.
XI. Utilization of Mineral Royalties: Broad guidelines should be provided for the utilization of Mineral royalty payments to ensure consistency in the provision of development projects and the promotion of accountability.
25.
To conclude the presentation the auditors informed the workshop that the report and its outcomes were done in the spirit of transparency and reform which is a milestone in unveiling the “mystry enclave” long associated with the mining sector.

4.0
Comments
Below are the comments on the report from major stakeholders.

Commissioner, IRS

26.
The Commissioner of the IRS made the following observations:
· He commended the Aggregator for the report, mentioning the nice balance between payments and receipts.  He promised that the small deviation detected, even though not very significant will be investigated.

· He agreed with the recommendation on pricing and exchange rates and that there should be one standard for all companies to be used. There are basic accepted international standards that can be applied.  
· He also agreed with the recommendation that the IRS establish a mining desk, the Commissioner recalled its existence prior to the establishment of the Large Taxpayer Unit (LTU).  He however, promised to liaise with the Director of the LTU to see how the issue could be settled.

· He accepted the recommendation that inter-sectoral collaboration should be encouraged. That the IRS is now linked to the office of Registrar General’s Department and therefore forming the necessary linkages with the Minerals Commission and other agencies for the exchange of data would also be worked on.
Commissioner, CEPS
27.
The Commissioner of CEPS informed the meeting that :
· With the installation of the GC Net all information about CEPS can be accessed if one is connected to the GCNet and since the Minerals Commission is also hooked to the GCNet exchange of vital information should  be possible.

· He agreed with the recommendation that CEPS officers should serve shorter terms at the mines and therefore qualified officers posted to the mining companies would be transferred on rotational basis.
Administrator of Stool Lands

28.
The Administrator of Stool Lands, Dr. Matilda Fiadzigbey saw the initiative as very important. Additionally she made the following observations:
· She expressed her appreciation and commended the aggregator for pointing out some of the weaknesses of her office. 
· She mentioned that the presence of the regional officers of her office at the workshop was to help address the issues identified by the Aggregator. 

· She however expressed the regret on the absence of District Chief Executives of the mining areas at the workshop which would have been useful in helping to get to the bottom of the issues raised about the Districts.

· She agreed with the recommendation of the Aggregator that guidelines should be provided on the utilization of mineral royalties. She emphasized that there is the need for regulation to tie royalties  to particular projects in the Districts so that they can be used to benefit the communities.
Mineral Commission

29.
Mr. Richard Afenu of the Minerals Commission made the following comments:
· He confirmed that the Minerals Commission is connected to the GCNet and therefore this should facilitate inter-sectoral collaboration with other agencies in the sector.

· He was of the view that PAYE Taxes should be included in the reporting template of the EITI.  
· Again, he thought that voluntary contributions should be reported both in cash and in kind on the EITI Template.  
· He expressed the view that the Ghana Standards of the EITI should be used to assess the report of the Aggregator.

· He added that the terms of reference empowered the aggregator to look at costs from the Ghana point of view and not only from how the International EITI views it.

Civil Society

30.
An ISODEC Representative felt that:
· The aggregator has not met the Terms Of Reference (TOR) given him.  But this was however, refuted by various contributors at the workshop and the Aggregator.
Ghana Chamber of Mines

31.
Miss Joyce Aryee, CEO of the Ghana Chamber of Mines observed that:
· Mining should not be seen only from the revenue side but should be seen as an integral part of the country’s development agenda.

· She also noted that contrary to what the critics of the mining industry say, revenue from mineral royalties is increasing because of rises in gold prices. In order words the payment of minerals royalty is not static at 3% as critics would like us believe.
· She asked that the perception that everybody is paying royalties at 3% be discarded.  
· She suggested that CEPS be given the necessary resources to do the assaying required for the Gold audit rather than bringing in foreign experts.

5.
Discussion
32.
Delay in the disbursement of Royalties: It was noted that the IRS pays their royalty collections directly into the Consolidated Fund which causes a delay in releasing the 10% from the Consolidated Fund to OASL. The delay in releasing the 10% royalty collection to the OASL for disbursement to the District Assemblies was blamed on the Ministry of Finance. 
33.
 In his response Mr. Yakubu of the Ministry of Lands Forestry and Mines said the Mineral Development Fund will soon be given a legal backing so that the 20% Mineral Royalty Collection would be paid directly into it for direct disbursement to reduce the delay. 
34.
But it was noted by Mr. Francis Nartey of the IRS that this will mean a change in the constitution which requires that the IRS pay all monies collected into the Consolidated Fund.
35.
Various participants reacted to MR. Afenu’s contribution on the issue of PAYE Taxes and the EITI.  It was however, pointed out that PAYE taxes are paid by the employees and not the mining companies and so cannot be part of EITI.
36.
Reacting to considering the issue of Voluntary contributions as part of the EITI benefit stream the Aggregator said, Voluntary contributions will be captured in the next reports.  Values will be provided by the mining companies but need to be verified before including in the report

37.     On the issue of meeting the TOR which was strongly raised by the Civil Society Group, ISODEC, the aggregator explained that there were gaps in the report because of the time it covered and also because of problems of data collection.

38.
He expressed the hope that subsequent reports will capture other parts of the terms of reference given him. 
39.
It was acknowledged that the Ghana EITI agreed to go beyond the international standards so the aggregator’s report should be looked at from that perspective.

6.0
Conclusion
40.
The Deputy Minister for Lands, Forestry and Mines thanked all participants for actively participating in the workshop. She commended BOAS & Associates for a good report and presentation. That the report and his presentation provided valuable lessons about the processes involved in the extractive industry. 
41.
The workshop ended at 1.40p.m. with a prayer by Miss Joyce Aryee, CEO of the Ghana Chamber of Mines.

7.0
Way Forward
42.
The EITI National Steering Committee met on April 27, 2007 to review the workshop report. The Committee concluded that the workshop was very successful. That it provided the forum to validate information provided in the report before it is published, and to agree on next steps with key stakeholders on the findings / recommendations made in the report. Comments emanating from the workshop were very useful and would go a long way to move the EITI process forward. 
43.
The Steering Committee thus, wish to recommend that the First EITI Report be published as required by the EITI International Guidelines.
44. The EITI Secretariat is therefore seeking the approval to publish the First EITI Audit Report in the print media.
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