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Background 

 

Numerous studies have demonstrated how good governance is an important precondition for the 

sustainable development of natural resources1.  Transparency, in turn, is a critical component of good 

governance.  As a country with a long history of involvement in natural resource management both 

domestically and internationally, Canada occupies a unique niche in the global natural resource sector 

(particularly mining). Modelling and supporting initiatives that enhance transparency in the 

management of revenues related to natural resource management is one area in which Canada has the 

ability and the opportunity to demonstrate global leadership in support of responsible resource 

management practices both at home and abroad.   Implementing the Extractive Industries Transparency 

Initiative domestically would be an important step towards demonstrating that leadership role and 

further improving the management of natural resource revenues in Canada. 

 

Extractive Industries Transparency Initiative (EITI) 

 

The Extractive Industries Transparency Initiative (EITI) was established in 2002 as a voluntary and 

internationally agreed framework for governments to disclose their revenues from oil, gas and mining 

assets belonging to the state, with parallel disclosure by operating companies of what they have paid 

the government in bonuses, royalties, taxes and payments-in-kind.  It is a multi-stakeholder process, and 

it is overseen in each country by a national committee of government, industry and civil society 

representatives.   
 

The EITI is currently being implemented by 30 countries, mainly from the developing world. In 2007, 

Norway became the first developed and OECD country to implement EITI domestically, and is currently 

working towards validation. The United States House of Representatives is also considering the 

Extractive Industry Transparency Disclosure Act which would require EITI implementation domestically; 

it would also support disclosure requirements for corporations trading on US security exchanges. 

Similarly, the European Parliament has amended the Transparency Obligations Directive (TOD) to 

recommend that “all member states promote extractive company disclosure of payments to 

governments listed on European stock exchanges” (PWYP, 2009).  
 

                                                 
1
 For in-depth analysis please see: Auty, 1993; Sachs and Warner, 1995; Humphreys et al, 2007.    
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The Government of Canada publicly endorsed the initiative in 2007 at the G7 Finance Ministers’ meeting 

in Essen Germany, and committed to supporting the EITI financially and politically through its 

participation in the EITI Multi-Donor Trust Fund (MDTF) along with 12 other developed countries. The 

EITI was also included in the Government’s 2009 strategy for the extractive industries, “Building the 

Canadian Advantage: A Corporate Social Responsibility (CSR) Strategy for the Canadian International 

Extractive Sector” (Government of Canada, 2009). This strategy outlines, for the first time, the 

Government of Canada’s ideas on how “Canadian Investment in the extractive sector abroad can result 

in a win-win outcome both for the economy of Canada and those of resource-rich developing countries” 

While the Government of Canada supports EITI in many ways, it has not indicated that it will develop 

legislation for Canada’s implementation of the EITI domestically. 
 

Transparency in the Canadian regulatory environment  

 

PWYP Canada recognises that Canada has one of the most well developed regulatory and disclosure 

frameworks governing extractive corporations in the world (TI, 2008a: 10) including three sets of 

national instruments that regulate the level of disclosure for all extractive companies operating from 

Canada. Through the regulations outlined in NI 51-101 Standards for Disclosure of Oil and Gas 

Companies, NI 43-101 Standards of Disclosure for Mineral Projects and NI 51-102 Continuous Disclosure 

Obligations, Canadian extractive companies are required to disclose payments of royalties, taxes and 

payments in kind to the countries where they operate (Woodside, 2009).   The national instruments also 

require companies to disclose payments made to host governments when the information is regarded 

as ‘material’; that is, information that has the potential to impact the market price or value of the 

company’s securities. 

 

One limitation with Canadian regulations is that companies are not required to produce disaggregated 

statements which show payments of royalties and taxes to governments in dollar figures on quarterly or 

annual bases. This shortcoming makes it difficult for interested parties to access verified information 

about the royalty rates at extractive operations, and, ensure that payments are consistent amongst 

companies and regions. Canada’s disclosure regulations for the extractive sector must address this 

information gap and ensure that royalty rates are reported in an accessible format and at regular 

intervals.   

 

The PWYP Coalition of Canada recommends that the Government of Canada develop an official policy 

for revenue transparency in the extractive industries, applying EITI disclosure rules to the revenue 

streams related to oil, gas and mining activities on Crown lands. Domestically, this type of regulatory 

reform would provide a further tier of assurance about company payments and government revenues in 

the extractive industries. Additionally, this information would be accessible to all citizens, in a concise 

and easily understandable format. National implementation of the EITI would also establish a 

permanent forum for multi-stakeholder dialogue amongst interested parties, and enable civil society to 

directly participate in the management of revenues from Canadian resource development.  
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Canadian domestic implementation would also lend legitimacy to the EITI as a global instrument for 

revenue transparency in the extractive sector. Canada would provide leadership and potentially 

strengthen the political will for participation amongst other developed nations.  Middle income 

countries may also interpret Canadian implementation as a signal that the EITI is not only an anti-

corruption initiative for the developing world, but can also be a valuable tool to strengthen transparency 

within their own economies. Developing countries would also benefit from the transformation of the 

EITI from a primarily poverty reduction initiative to a global benchmark for disclosure within the 

extractive industries.  

 

In addition, the PWYP Coalition of Canada notes that one way to create an even playing field of 

disclosure in the extractive industries is if all major international stock exchanges introduce disclosure 

rules that require public companies to report disaggregated breakdown of payments to host 

governments. If fully adopted, these regulations would effectively bring most extractive companies that 

operate internationally in line with the EITI standards. Exceptions may be companies that are wholly 

nationally owned and do not raise capital on international stock markets and privately owned 

companies. Currently, regulations are being developed for US and EU exchanges and Canadian 

exchanges are encouraged to follow suit by implementing securities regulations that require disclosure 

of payments to host governments by all companies listed on Canadian stock exchanges.   

 

In this regard, the PWYP Coalition of Canada is advocating that the provincial securities regulators and 

the Canadian Securities Administration jointly develop national legislation in line with EITI reporting 

standards. EITI offers a practical, low-cost and internationally recognized template to bring into effect a 

new level of transparency and accountability in the management of billions of dollars of extractive 

revenues. A system comparable to the national instruments could be used to ensure the standardization 

of disclosed information. Regulations would not necessarily require a change in the amount of 

information being disclosed; however, it would certainly need to address the way that this information 

is being presented.  
 

The Government of Canada has an opportunity to develop progressive disclosure policies that are being 

demanded domestically and internationally. While the EITI was initially developed to support 

international development objectives, it nonetheless details a set of data that Canadian regulations do 

not straightforwardly report.  Implementing the EITI and developing more robust transparency 

requirements on security exchanges will benefit domestic stakeholders, establish Canada as a leader in 

social regulation, strengthen international institutions of resource governance and positively influence  

the extractive industries globally.   
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Recommendations 

 

Government of Canada 
 

 Through the multi-departmental EITI Committee (NRCAN, CIDA, DFAIT and Finance Canada) and 

the CSR Centre for Excellence, the Government of Canada should develop a work plan in 

collaboration with extractive companies and civil society to consider how to make Canada an 

EITI implementing country. 
 

 The Provincial and Territorial Security Regulators and the Canadian Securities Administrators 

should work towards aligning Canadian legislation with other international best practices such 

as the Extractive Industries Transparency Disclosure (EITD) Act in the United States and the 

European Union’s Transparency Obligations Directive (TOD).  
 

 In the interim, Export Development Canada’s CSR selection criteria should be expanded to 

include the EITI as one of the principles governing its financing decisions. This would encourage 

and reward extractive companies that report to EITI standards.  
 

TMX Group 
 

 Develop disclosure requirements that correspond with EITI criteria for all extractives companies 

listed on the TSX and TSX-V. 
 

 Establish a sustainability index, similar to the Dow Jones Sustainability Index in the United States 

or the FTSE4GOOD in the UK, to enable Canadian companies with a high level of CSR to benefit 

from product differentiation when raising capital on Canadian markets.  
 

Canadian Extractive Companies  
 

 

 Voluntarily publish taxes, royalties and other fees paid to host governments on corporate 

websites and/or sustainability reports in an accessible format that are easily comprehensible by 

shareholders and stakeholders alike. 
 

 If not already, become an EITI Supporting Company and fully participate in the EITI in all 

implementing countries where they operate. 

 

 Engage with industry groups such as the Mining Association of Canada, Prospectors and 

Developers Association of Canada, International Council on Mining and Minerals, Initiative for 

Responsible Mining Assurance and others to raise standards of good business processes across 

the industry. 
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For questions or comments, or to learn more about PWYP-Canada’s  work on the EITI in 

Canada and internationally, please e-mail research@pwyp.ca or contact Ousmane Dème at 
613-565-0689. 
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