Key Highlights of the 2023 Solid Minerals Audit Export

	Country
	Nigeria

	Fiscal Period Covered
	2023

	Sectors Covered
	Solid Minerals (Financial, Physical and Process audit)

	Independent Administrator 
	Haruna Yahaya and Co. (Chartered Accountants)

	Entities
	Total number of entities                       1,537

	
	Entities within threshold                          110

	Government Revenues
	Total government revenues (including unilaterally disclosed)

	
	₦401,868,627,340

	
	Final reconciled revenues (excluding unilateral disclosure):

	
	₦382,509,000,000

	Company Payments
	Total company payments (including non-reconciled):

	
	₦401,868,627,340

	
	Final reconciled payments (excluding unilateral disclosure):

	
	₦382,509,000,000

	Company Outstanding Liabilities
	N680,634,060

	Largest revenue stream (type and %)
	Valued Added Tax (VAT) ₦187.95 Billion (46.77%) of 2023 total reconciled flows 

	Coverage (Types of Financial flows)
	Reconciled financial flows

	
	FIRS – Taxes:                                                         ₦370,088,887,359 (92%)

	
	MID – Royalty and Others:                                 ₦9,061,710,799 (2.25%)

	
	MCO – Annual Service Fee and Others:           ₦6,071,263,462 (1.51%)

	
	Unilaterally disclosed financial flows

	
	MOE -Registration fees for Environmental Impact Analysis                       ₦7,129,500 (0.08%)
NCS: NESS - N7,022,682,024 (1.75%)

	
	States – Annual Surface Rents and Others: ₦ 9,584,249,407 (2.38%)

	
	NGSA – Consultancy Fee:                               ₦7,022,682,024 (1.75%)

	Total discrepancies
	Initial: ₦430.95 Billion 

	
	Final Reconciled:  ₦329.9 Billion
Unreconciled: ₦18 Million

	Production
	Total Quantity Used/Sold (95,070,036 Tonnes) 

	
	Total Royalty Paid: ₦9,012,650,637

	
	Top 3 Minerals Production States 

	Export
	Export Minerals by Companies

	
	Total Export Quantity:  4,316,210 MT 

	
	Total Export Value:       N117,293,166,902

	GDP
	GDP:                               N202.36trillion

	
	Contribution of Solid Minerals Sector to GDP (₦₦1.76 Trillion; 0.75%) 

	Exchange rate and source
	N903
Central Bank of Nigeria (CBN) official exchange rate as at December, 2023.

	RECENT ACTIVITIES
	i. The Nigerian Mining Act 2007
  Proposed Replacement: The Nigerian Minerals & Mining Bill 2023
  Status: yet to be passed
ii. Renaming and Disaggregation of Ministry of Mines and Still Development to The Ministry of Solid Minerals Development (MSMD) and Ministry of Steel Development (MSD)
   Status: Implemented
iii. New Bill: Mining Host Communities Development Bill
Status: yet to be passed
iv. New Bill: Environmental Protection and Rehabilitation Bill
Status: yet to be passed



	TOP 3 STATES WITH HIGHEST ROYALTY PAYMENT

	State
	QUANTITY (MT)
	ROYALTY (NGN)

	Osun
	94,981
	1,397,180,770.92

	Ogun
	15,367,624
	966,827,851.35

	Rivers
	8,612,823
	460,298,581.05

	BOTTOM 3 STATES WITH HIGHEST ROYALTY PAYMENT

	Enugu
	183,502
	6,112,535.00

	Imo
	77,106
	3,464,250.00

	Borno
	105
	145,000.00




Summary of Findings and Recommendations
Below are summary of key findings and recommendations:
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	S/N
	SPECIFIC FINDINGS
	RECOMMENDATION

	1
	High number of non-active operators: 
The presence of many non-active operators in the sector suggests that some license holders are merely speculative, which discourages genuine investors and reduces potential revenue for the country.
	i. The Ministry of Mining Development and Mining Cadastre Office (MCO) should create a system of monitoring and tracking the operators that are active and non-active within the sector
ii. MCO should enforce the penalty of non-usage of licenses as stipulated in the Minerals and Mining Regulations 2011 in Part II, Section 93.
iii. The Government should increase funding and introduce appropriate technology to support accounting, monitoring and enforcement activities.
iv. The Federal Government should encourage whistle blowing on illegal mining and environmental violations by putting in place compatible policies  

	2
	A total of 628 exploration licenses were issued. But none were converted to mining licenses which encourage speculative holding. This practice hinders serious investors, negatively impacts reserve growth, leads to future revenue losses and illegal mining, undermining the sector’s growth and potential.

Decline in the issuance of license 
While the number of SSML declined from 771 in 2021 to 502 in 2023. This represents 34.8% decline from the previous year (2023).

	These are some of recommendations to the findings
Encourage Exploration: License holders should start exploration within the stipulated time or face license withdrawal.
Revise Licensing Policies: Simplify procedures, reduce delays, and tie new licenses to local value addition.
Enhance Regulatory Framework: Strengthen regulatory bodies, enforce compliance, and implement digital solutions to reduce corruption.
Promote Investment: Attract investors through incentives and roadshows, and encourage public-private partnerships.
Improve Infrastructure: Invest in transport and power infrastructure to support mining operations and reduce costs.

	
	The availability of Beneficial Ownership (BO) information in Nigeria’s solid minerals sector faces several challenges:
i. Complex Ownership Structures: Companies use intricate structures to hide true owners.
ii. Regulatory Inconsistencies: Gaps and inconsistencies in regulations hinders effective BO information collection and sharing.
iii. Data Quality Issues: Available BO information may be incomplete or inaccurate due to inadequate verification.
iv. Limited Public Access: Restricted access to BO information limits its usefulness for stakeholders.
v. Weak Enforcement: Poor enforcement of regulations leads to non-compliance by companies.
vi. Unharmonized Data: Data from agencies like MCO, CAC, and NEITI are not aligned.
These challenges impede efforts to combat corruption, money laundering, and other illicit activities in the sector.

	To address the challenges of Beneficial Ownership (BO) information in Nigeria’s solid minerals sector, a multi-faceted approach is recommended:
i. Strengthen Legal Frameworks: Implement robust laws mandating BO disclosure, aligning with international standards.
ii. Strengthen Enforcement Mechanisms: Enforce strong penalties for non-compliance to deter companies from hiding BO information.
iii. Improve Data Collection and Verification: Establish comprehensive systems for accurate and complete BO data, using centralized registries and technology.
iv. Enhance Transparency and Public Access: Make BO information publicly accessible through online platforms for increased transparency and accountability.
v. Capacity Building and Training: Train regulatory authorities, companies, and stakeholders on BO transparency and compliance.
vi. Centralize Data: Centralize BO data for access by relevant agencies.
vii. International Cooperation: Collaborate with international bodies to harmonize regulations and facilitate cross-border BO information exchange.
viii. Engage Stakeholders: Involve government agencies, the private sector, and civil society in BO transparency initiatives.

	3
	The revocation of 3,467 solid mineral licenses in Nigeria has several significant effects:
i. Increased Compliance and Transparency: Enforces regulatory standards and improves sector transparency.
ii. Encouragement of Active Mining: Promotes productive use of mineral resources and attracts serious investors.
iii. Revenue Generation: Increases government revenue through fees, royalties, and taxes.
iv. Market Opportunities: Opens up the market for new entrants, fostering competition and innovation.
v. Deterrence of Speculative Practices: Prevents companies from hoarding licenses without mining activities.
vi. Potential Legal Challenges: May lead to disputes and litigation, causing temporary uncertainty.
vii. Impact on Local Communities: Can lead to more responsible mining practices but may cause temporary job losses.
	To address the challenges of License revocations information in Nigeria’s solid minerals sector, a multi-faceted approach is recommended:

i Legal and Dispute Resolution Mechanisms: Establishing clear legal and dispute resolution mechanisms can help address any challenges or disputes arising from the revocations. This ensures that affected parties have a fair process to resolve their issues.
i. Incentives for Compliance: Offering incentives for compliance, such as tax breaks or grants for companies that adhere to regulations, can encourage better practices in the sector. This can also attract new, responsible investors.
ii. Monitoring and Evaluation: Implementing robust monitoring and evaluation systems can help track the impact of license revocations and ensure that the intended benefits are realized. This can involve regular audits and assessments of the sector

	4
	UNHARMONIZED MINERAL EXPORT RECORD BETWEEN NCS AND MSMD 
Records from the Nigerian Customs Service (NCS) and the MSMD reveals that the collaboration between both agencies is weak as their reported figures differ significantly. The wide margin between these records underscores the lack of collaboration and coordination between the two agencies, leading to discrepancies in export data.
1. Revenue Loss for the Government: 
The lack of coordination between the NCS and MMSD could result in companies exporting minerals without paying the appropriate royalties and fees, leading to significant revenue losses for the government.
The disconnect between the agencies may create regulatory gaps, allowing some companies to bypass proper licensing and export procedures. This could lead to an increase in under declaration of exports, under payment of taxes thereby undermining sector’s transparency and compliance.
The export data from the Nigerian Customs Service (NCS) includes minerals that were not reflected in the production data supplied by the Ministry
	
i. Collaboration between NCS and MSMD should be strengthened. MSMD should have a dedicated desk officer at the NCS office to ensure the communication channel is not broken while MSMD staff should be present at all export points to verify and determine the types, volume and value of minerals being exported. This will assist in closing the data gap between the two organizations. Thus, ultimately improving revenue generation from the sector.
ii. There should be training for NCS personnel in mineral identification and also, the organization should employ experts in geosciences.
iii. There is need to ensure that export license certificate or permit  given by MSMD must be strengthen to ensure any minerals for export are dully certified for custom to allow its export.




	5
	INSECURITY ACROSS MINING SITES AND COUNTRY AT LARGE
According to NGSA’s data, there is an estimated large deposit of one of the strategic minerals (gold) in some of the areas with high insecurity in the country.
The country has witnessed worsening insecurity and threats from multiple armed groups, especially in the Northern part of the country. Where large deposits of gold which happens to be one of the seven strategic minerals in Nigeria is found.  
The worsened insecurity in the country has hindered mining activities and operations in some mining sites of the country which has resulted in lower activities and production, reducing potential revenue to be generated by the industry.
	Recommendation: 
The Government at all levels (Federal, State and Local) should work towards improving the security of lives and properties across the country as this will also encourage the resumption of mining activities in some areas affected by insecurity.

	6
	Multiple Taxation and overlapping Tax Jurisdiction on companies from both Federal, State, Local Government and Other unsanctioned authorities.
Mining companies in Nigeria face both legally mandated taxes and unsanctioned levies, leading to several challenges:
i. Increased Operational Costs: High taxes and unsanctioned levies increase financial burdens and reduce profitability, deterring investment.
ii. Administrative Complexity: Navigating complex tax regulations requires significant resources, leading to higher administrative costs and potential legal issues.
iii. Reduced Competitiveness: High production costs make Nigerian mineral products less competitive globally, and companies may lose market share.
iv. Encouragement of Informal Activities: Excessive taxation can drive illegal mining and tax evasion, leading to revenue losses and environmental damage.
v. Adverse Impact on Local Communities: Higher operational costs reduce companies’ ability to invest in community projects, potentially causing social unrest.
	The Taxation problems can be addressed by:
Harmonization of Tax Policies:
· Develop a unified tax framework to eliminate overlapping jurisdictions and reduce the tax burden.
· Simplify tax codes to avoid multiple taxes on the same income.
· The Presidential initiative to address the tax issues in the country should be given the needed attention to actualize the reform in the tax system of the country.
Strengthening Regulatory Oversight:
· Implement anti-corruption measures and ensure transparency in tax collection.
· Conduct regular independent audits of tax authorities.
Capacity Building and Training:
· Train tax officials to correctly apply tax laws.
· Provide support to companies for navigating the tax landscape.
Stakeholder Engagement:
· Establish regular dialogue between government authorities and industry stakeholders.
· Conduct public awareness campaigns about tax rights and responsibilities.
Leveraging Technology and Innovation:
· Implement digital tax systems to streamline collection and reduce corruption.
· Use block chain for secure and transparent recording of transactions.
Improving Coordination and Collaboration:
· Foster inter-agency collaboration for unified revenue tracking.
· Align with international standards like EITI for best practices in transparency and accountability.
International Standards: Align with international standards and frameworks, such as the Extractive Industries Transparency Initiative (EITI), to ensure best practices in transparency and accountability

	7
	ANNUAL SERVICE FEE
i. The amount of N3,212,202,500 being owed to MCO by companies as a result of non-payment of ASF
Reduced Investment: Widespread non-compliance can create a negative perception of the sector, reducing overall investment and growth.
Regulatory Strain: Increased non-compliance puts additional strain on regulatory bodies, diverting resources from other critical functions.

ii. Inability to tie some payments to companies
The Annual Service Fee (ASF) records from the MCO has 4,036 entries, among which 475 entries are names of individuals which was not attributed to any company or group. These will result to difficulty in reconciling ASF liabilities by MCO. As a result, they were unilaterally disclosed.



	Regular Audits: Conduct regular audits to ensure compliance and identify non-payment issues early.
Enhanced Penalties: Implement stricter penalties for non-compliance to deter companies from defaulting on their liabilities.

MCO should ensure proper data collection mechanism by recording payments stating the full details of the company or groups making payment by officers issuing receipt.

	8
	Due to limited revenue generated from solid minerals as a result of lack of  sector-specific fiscal regime leading to heavy  reliance  of revenue from MCO and MID during the year, it was  noted that revenue available for distribution was small  

As a result of this abysmal revenue generation, there was no allocations to any tier of government. During the year.

As a result, there will be years revenue allocation will be missed out as it happened in the year 2023. Thus, there will be lost opportunities to either invest or develop the country from the solid mineral proceeds
	sector-specific fiscal regime should be developed by MSMD to track revenue from multiple sources by reviewing the potential for revenue losses and develop a robust mechanism to ensure that mining activities are commensurate with the revenue generated


	10
	Poor Disclosure or Execution of Mandatory Social Payments 
Only 15 out of the 85 companies made the mandatory social payments as contained in the CDA signed with their host communities while 8 companies made non -mandatory social payments/expenditures and 4 companies made both mandatory and non-mandatory special payments. 
This reveals poor compliance to the social benefit to host communities’ requirements of the NMMA 2007 and NMMR 2011 as embedded in the CDA’s. 
Host communities will feel taken advantage of and the tendency to become hostile to companies becomes high
	1. Strengthening Regulatory Oversight:
· Regular Audits: Conduct regular audits to ensure companies comply with their CDA commitments
· Penalties for Non-Compliance: Implement and enforce penalties for companies that fail to meet their social payment obligations

2. Public Disclosure:
· Transparency: Make CDAs and compliance reports publicly accessible to enhance transparency and accountability
· Community Involvement: Engage local communities in monitoring and verifying the implementation of CDA commitments

3. Capacity Building:
· Training Programs: Provide training for both companies and community representatives on the importance of CDAs and best practices for implementation
Support Mechanisms: Establish support mechanisms to help companies and communities effectively manage and utilize social payments

	11
	Non-Publication of CDAs on accessible domains by the public
It is noted that the signed CDAs in the custody of the MSMD (MECD) are not publicly accessible. This is conflicting to Nigeria's commitment to open government and the EITI's requirement for open data.
As a result,
1. Transparency and Accountability:
· Opaque Processes: Without public access to CDAs, it is difficult to hold companies accountable for their commitments to host communities
· Trust Deficit: The lack of transparency can lead to mistrust between communities, companies, and the government

2. Monitoring and Compliance:
· Enforcement Challenges: Regulatory authorities and communities may struggle to monitor and ensure compliance with the terms of the CDAs if they are not publicly accessible
· Inconsistent Implementation: There may be inconsistencies in how CDAs are implemented across different regions and companies

3. Community Benefits:
· Unmet Expectations: Communities may not receive the promised benefits if they are unaware of the specific commitments made by companies
· Social Unrest: Lack of transparency can lead to social unrest and conflicts if communities feel they are not being fairly treated

	1. Public Disclosure of CDAs:
· Online Portals: Establish online portals where all signed CDAs are made publicly accessible. This can enhance transparency and allow stakeholders to monitor compliance
· Regular Updates: Ensure that the information on these portals is regularly updated to reflect any changes or new agreements

2. Strengthening Regulatory Frameworks:
· Mandatory Disclosure: Update regulations to mandate the public disclosure of CDAs as part of the licensing and regulatory process
· Compliance Monitoring: Implement robust mechanisms for monitoring compliance with CDA commitments, including regular audits and community feedback

3. Community Engagement:
· Awareness Campaigns: Conduct awareness campaigns to educate communities about their rights and the contents of CDAs
· Stakeholder Involvement: Involve local communities in the negotiation and monitoring of CDAs to ensure their needs and concerns are addressed

4. Leveraging Technology:
· Digital Platforms: Utilize digital platforms and block chain technology to securely record and track CDA commitments and compliance
· Mobile Applications: Develop mobile applications that allow communities to access information about CDAs and report non-compliance
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