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‘ I. Introduction

1. The expert conalltation on the exploitation and management of fossil fuds in the SADC

2.

region was hdd at SaferAfricain Pretoria on 18" September 2006. The experts were drawn
from public companies, private sector, nongovenmental organisations and govenments
(see paticipantslist, (Annex A).

. The conailtation aimed to initiate exploratory discussionson the minimum standads tha

should govean the management and use of fossil fuds in the SADC region, induding the
identification of implementation and monitoring mechanisms. The meeting aimed to
ddineate the prindples, guiddines and standads needed to enaure that the management
and use of fossil fuds enhances peace, stability, security and susainable development.

The conaultation was sponsred by the Conflict and Governance Facility of the European
Union (CAGE) and South African Treasury.

I1. Context: African peace and security agenda and architecture

3.

Brigadier Geneaa J.G. (Pal) Martins director of SaferAfrica, opened the conaultation by
welcoming the experts and introduang SaferAfrica. He explained tha the consultative
meeting was based on a specific request from the AU Department for Peace and Security
and was primarily intended to hdp generate a body of knowledgeto inform the debae on
continental minimum standads for the exploitation and management of naural resources
(EMNR).

Brig-Gen. Martins also recalled the AU-NEPAD Peace and Security conalltations in
February 2003, which identified the need to generate Gninimum standads for application
in the exploitation and management of Africa@ naural resources in areas affected by
conflict,Oas one of the eight priority areas tha togeher congitute the African Peace and
Security Agenda (APSA). At the core of this agenda is the need to engage in the
prevention, management and resolution of conflict in a proactive manne'.

Ms. Brittany Kesselman from SaferAfrica started the debate by contextudizing the meeting
within the African Peace and Security Agenda and architecture. She emphasized the
indivisibility of Africa@ peace and security priorities, which are groundel in a broad nation
of human security tha links traditiond state security to political, soda and econonic
concernsat individud, community and nationd level. The APSA also recognises the nexus
between natural resources, peace, security and development. Ms. Kesselman provided an
overview of the ingruments and mechanisms for peace and security established at
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continental and regiond level, induding the Congitutive Act of the AU, the Common
African Defence and Security Policy, the AU NonAggression and Common Defence Pact,
the SADC Protocol on Politics, Defence and Security Coopeation, etc.

Ms. Kesselman aso pointed out that the SADC Protocol on Energy contains a number of
provisonsin relation to the harmonisation of energy resource management, for example,
articles 3 (1) and (7), which cal for harmonisation of naiond and regiond energy policies,
strategies and programmes and standadization of energy development and application; and
article 4 (1) subection (c) paragraphs(ii) and (x), which mandae the SADC Commission
on Enegy to formulate a coordinaed approach to regiond energy policy, strategy and
plans and to identify and formulate common standads and procedures in energy
technology development and application.

I11.

Overview and Outlook

. Mr. John Rocha from SaferAfrica provided a state of the art overview of the fossil fuds

sector at the globd, continental and regiond levels. The presentation focused on (i)
ovaview of fossil fud resources at the globd, continental and regiond level; (ii) the
strategic significance of fossil fuds; and (iii) globd outlook, trends and chdlenges. The
SADC region conditutes 0.12% of globd oil reserves, 0.15% of globd naural gas and
5.5% globd cod reserves. In terms of reserves and produdion, ony Angola (oil),
Mozambique (gas) and South Africa (cod), could be consdered significant players either
in relation to the continent or globdly. Neverthdess, extenave exploration activities for
naural gas and oil are ongong throughoutthe region with varying degrees of success, in
counties such as Madagascar, Namibia, South Africa and Tanzania. These developments,
if successful, will certainly elevate the geo-strategic significance of the region as a source
of fossi| fuds. Fromapolicy perspective this raises severa critical issues.

* The naiond sovereignty and territorial integrity of member states in the exploitation
and management of fossil fuds mug beasserted at all times;

* Theneed to enaure tha the exploitation and management of these resources contributes
to the attainment of the vision of an integrated and sugainable economnic development
pah as encapaulated in the Regiond Indicative Strategic Development Plan (RISDP),
hence the imperative to cater for the region® and the continent@ present and future
enegy security, as well as guaantee, by extendon, the economic viability of the
region;

* The importance of the region in the globd political econony could generate sodal,
econonic and political ramifications for SADC Membe States, individudly and
collectively, paticularly, agang a backdrop of increased demand from a diverse range
of competing actors;

* The impedatve for the region, in paticular and Africa in geneaal, to explore
mechanisms to managethe abovedynamicsin an effective and efficient manna.

Thediscussions tha ensued recognized the tremendous chdlenges that the aboveprognoss

presents for SADC and the continent in generd. More specificaly, it was noted with

concern tha thelocation of these resources in the region has so far failed to unlock thetrue
economc potentia of SADC Membe States. For ingance, it was stated tha the
coopeation agreement between Mozambique and South Africa in the exploitation of
natural gas resources presented a good modd that could be emulated across the region.
Such coopeation is vital to enhance inter-regiond trade and economic integration.
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However, it was aso noted tha effective and adequae planning was dependent on the
availability, accessibility and reliability of geological daa. In this regard the meeting
identified thefollowing action aress:

* Theneed for a coopeative framework as a meansto ensure the effective, efficient and
sugainable management of fossil fuds across the region, in particular and the continent
in generd;

» Theimperative to enhance the knowedge base of the region® geological information
system and ensure ownership throughimproved investments in technical, technological
and human capacities,

* The nead to reevaludae the practice of granting highe prominence to exports at the
expense of domestic, regiond and continental consdeations which could have
detrimental effect on the longterm sodal, economc and political stability of member
states, individudly and collectively;

* The nead to develop domestic exploration capacity, in order for Member States to
retain exploitation rights;

* The importance of devoting attention to issues of pesk oil, resource depletion and
future geneations

e Theimportant role of pan-African inditutionssuch as the African Petroleum ProduaersO
Assodation (APPA) in improving capecity and promoting African interests in the
globd arena

ITI. Comparison of existing governance regimes in SADC Member States and discussion
of best practice, gaps and challenges, roles and responsibilities

9.

In order to develop a comparative perspective of govanance regimes in the region, and to
learn from experience at naiond level, a numbe of participants gave an oveview of the
govanance frameworks in thar counties. Mr. Felix Vieira Lopes from the Ministry of
Petroleum and Sonangol in Angola, Mr. Victor Julien from the Empresa Naciond de
Hidrocarbondosin Mozambique Mr. Immanud Ngishoongée from the Ministry of Mines
and Enegy and Ms. Margaret van der Merwe from NamPower in Namibia and Mrs.
Nontskelelo van Averbake from Petroleum Agency South Africa gave presentations
addressing the scope of fossil fuds, naiond policy development and naiond legd and
regulatory frameworks. The presentations and ensuing discussion aso soughtto identify
existing ggos lessonslearnt and recommendaionsfor best practice.

Summary of presentations and discussion on governance regimes in SADC Member States

Area Challenges Best Practice
* Balarcing the needto attract * State ownership of resources
Policy international invegmert with the * Require aminimum amount to be
development promation of national ownership setadde for local consumption to
and participation, and retertion of ersure current and future domedic
maximum benefits need are met
* Overdependenceon fossil fuelsand | * Develop policiesfor diverdficaion
failure to planfor future resource of erergy and strategc storage of
depetion and erergy fossil fuels
diverdficaion into policies * Seprate exploration rights from
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* Availahility, accesibility and
reliakility of informaton about
erergy reserves upon whichto
base policy decisions

* Gap betweensciertists and
politicians with regardto the
national/regonal vision

exploitation rights

Implementation
of existing laws/
policies

* Diffi cult to negotiate favourade
conditions with large multi-national
companies

* Inadequate capacity for monitoring
of production to prevert theft or
misreporting

* Limited capecity of fiscal customd
monetary authorities

* Lack of accountahility and
tramsparercy in reverue collection
ard disbursemert

Require that contracts bein the
local language

Limit production to exterd thelife
of theresurces

Seqarate the state regulator from
the state commercial exploitation

agercy

Maximising
national
ownership,
capacity
development and
domestic benefit

* Lack of indigenousinvesmert
captal

* Lack of procesing/ refining
capacity to supply domesgtic,
regonal and continertal markets

* Lack of exploration capacity leads
to dependence of foreign cagital
ard information

Paragatal compary for exploitation
Limit the length of licernsesso
rightsrevertto the state

Reaquire foreign companiesto ernter
into partnersips with local
companiesor paradatals

Reaquire foreign compariesto have
aminimum complemert of national
staff, including in maragement, and
to provide training to nationals
Encourage procuremert from
national sources

Linkages with
other sectors and
resources

* Negative impact of offshore
exploitation acivities spillagesand
reaultant environmertal impacton
marine reources

* Competition betweenother sectors
(eg. tourism) ard fossil fuels

Link fossil fuel developmert to
broader developmert and erergy
strateges

Balance protectedareaswith
exploitation of fossil fuel resources

Fossil fuel related
conflict

* Marginalisation of local
communitieswho suffer
consequencesof exploitation of
resources without seeng berefits

* Competition amongst elitesfor
respurcererts

Reaquire consultation with affected
communities

Include provisions on community
developmert activities
ernvironmertal impactand cessation
of acivitiesin production contracts

10.In thediscusson on naiond level governance regimes, some areas for regiond coopeation
emerged. These induded the need for aregiond energy policy and strategy: the value of a
forum for sharing of experiences and information amongs Member States at both political
and technical levels, and the need for a mechanism for regiond coopeation and benefit
sharing tha would provide incentives for intra-regiond trade and promote processing and
value addition at regiond level.
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‘ IV. Summary of Discussions: Common threats, strategic approach and way forward

12. Participants identified a nunmber of common threats to the sugainable governance of fossil
fudsin theregion, which merit acommon strategic approach. These threats are:
i) Thegap between produdion and consumptionlevels;
i) Dependence on externd sources of information, technology and capital;
iii) Limited capacity (management and finanaal);
iv) Resource depletion, increasing competition and the need to diversify energy sources
v) Political will to manage fossil fud resources sugainably, which can be ganered by
technical experts by demondrating the longe-term economnic vaue and bendits of
goodgovenance.

13. With regard to the way forward, paticipants suggested tha a three-pronged approach be
adopied by the region to enhance equitable management of fossil fuds and ensure tha they
contribute to regiond growth and development. The components of this approach would
indude longterm planning and strategies to: enhance the strategic position of the regiond
within the globd political econony, induding in negotiations with private companies and
multilateral inditutions enhance govenance and promote development of fossil fud
resources, and mitigae the consequences of exploration and exploitation. Amongg the
recommendaionsfor future action were thefollowing:

* Theeisneed to sugain thedebae onfossi| fuds, development and conflict in Africaas
a means of creating awareness, placing the topic high on the political agenda and
geneating discussion of policy options

* The various initiatives and multi-lateral ingitutions related to fossil fud resource
goveanance on the continent should undetake a coordinated approach to maximise ther
effectiveness, prevent duplication and ensure complementarity;

* Aninaementa approach to coopeation and integration can consolidate past gans and
build momentum for furthe steps Such an approach would also seek the mos
appropriate entry points for integration, for example at technical rather than political
level;

* Asaregion, SADC needsacommon approach with regardsto exploration, exploitation
and marketing of fossil fuds as a measure to enhance nationd and local ownership, and
mog of al leverage the postion of the region within the globd pditical econony for
sudainable management of fossil fuds;

* Theregiond approach should recognize the linkages between energy security, and the
broader peace, security and development agendaof theregion, and the continent;

* Information sharing is critical if the region is to realise sugainable management of its
resources. In paticular, it reduces the likelihoodof Membe States being manipulated
or misled by foreign actors with regard to thar reserves.

» Corporate sodal responsbility should be an integral part of a country@ comprehensve
econonic plan. Such responsbilities should be integrated into produdion contracts to
enaure that they are enforceable.

Page5 of 5



