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6 Firm Date Set for Qil Flow

By Vong Sokheng, Phnom Penh Post

02 July 2010

THE long-awaited production of oil in
Cambodia is scheduled to commence
in December 2012, a leading govern-
ment official said yesterday, following
positive results from off-shore drills.

Deputy Prime Minister Sok An, chair-
man of the Cambodian National Pe-
troleum Authority, is reported to have

set a production date at a speech
made to Puthisatra University stu-
dents at Raffles Le Royal Hotel in
Phnom Penh yesterday.

“We hope have the first drop of oil
produced on December 12, 2012,
at 12am,” he said in a statement,
later confirmed by spokesman at the
Council of Ministers Phay Siphan.

A source told the Post that the com-
Continued on page 2 \ij

@ (CRRT Host President of Timor-Leste and Nobel Peace Prize
Laureate, Dr. José Ramos-Horta

By John Forrest Millock, CRRT Staff
On April 23, 2010, Cambodians

for Resource Revenue Transpar-

ency, International Peace Founda-
tion, and the Heinrich Béll Founda-
tion jointly hosted the roundtable
discussion,“Transforming Natural Re-
source Wealth into a Source for Sus-
tainable Growth and Democratic De-

velopment." The roundtable brought

two guest speakers: H.E. Dr. José
Ramos-Horta, a 1996 Nobel Peace
Prize Laureate and current President
of Timor-Leste, as well as Dr. Phan
Phalla, the Deputy Secretary General
of the Supreme Economic Council of
Cambodia.  The keynote speakers
examined several topics, including:
extractive industries in Cambodia and
national methods of resource man-
agement; examples of sustainable re-

Continued on page 2
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VISION:

The vision of CRRT is that wealth gen-

erated from extractive  industries is
managed in a socially responsible
manner that is transparent, account-
able, and participatory to equitably
benefit all Cambodians.

é Gulf Spill a Reminder of
Cambodia Shortfalls

By Pich Samnang, VOA Khmer, Phnom Penh
08 June 2010

The BP oil spill, now in its sixth week,
has poured thousands of barrels of oil
into the sea. The environmental costs
are likely to be huge, but the political
costs are now beginning to mount for
the US administration.

Analysts in Cambodia say that if the
country does not want to undergo a
similar experience, the government
must put in place certain protective
mechanisms.

Cambodia lacks a coast guard au-
thority, a safety administration and
protective agreements with compa-
nies who are exploring Cambodia’s
oil and gas reserves, even though it
expects oil to start flowing by 2012.

Continued on page 3 J@
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& Firm Date Set...

ment came after a high-level CNPA
meeting with firms with interests in
offshore Block A — a 4,709-square-
kilometre area of the Gulf of Thai-
land.

Interests in Block A are held by en-
ergy giant Chevron, which operates
the concession and has a 30 percent
stake, Japanese Mitsu Qil Explora-
tion Cooperation (Moeco), which
also holds 30 percent, Kris Energy
with 25 percent, and South Korea's
GS Caltex with 15 percent.

In April, Prime Minister Hun Sen or-
dered Chevron to start production by
2012 or forfeit its licence.

According to the source, four share-
holders from the companies took
part in a review with the CNPA on
Friday in which positive results from
three drill wells in the block were re-

‘B

Continved from page 1

® CRRT Host...

source management practices (look-
ing specifically at Timor-Leste as a
case study), and the significance of
transparency in the extractives indus-
tries.

President Ramos-Horta spoke about
his country’s development of natural
resources, saying, “With support from
the United Nations and development
partners our government is engag-
ing people throughout the country.”
He explained various measures that
the government of Timor-Leste has
been taking to improve fransparen-
cy, prevent corruption, and engage
with communities, such as establish-
ing checks and balances by putting
the revenues of oil and gas through
a budget process and not giving the
government direct access to the rev-
enues.

As a member of the Extractive In-
dustries Transparency Initiative (EITI),
Timor-Leste has passed a petroleum
low to govern the management of

2 | Cambodians for Resource Revenue Transparency

ported.

The companies are expected to
submit a final production report on
September 18, the deadline for the
renewal of their exploration licence,
the source said.

He added that the shareholders have
expressed concern over apparent
disparities between a taxation law
and the draft Petroleum Law — which
they hope is a “priority” for National
Assembly approval.

Chevron spokesman Gareth John-
stone did not respond to an emailed
request for a detailed update on ex-
traction progress in Block A and did
not confirm a production date had
been set yesterday.

However, he did state in an email
that: “We are aligned with the Royal
Government of Cambodia desire to
see production from Block A as soon
as economically possible.

its oil and gas resources and estab-
lished a Petroleum Fund and Petrole-
um Fund Management Department
charged with the responsible invest-
ment of petroleum revenue and ac-
countable to the central bank. In ad-
dition to this, whenever the country
wants to develop a strategy and plan
for the nation, public consultation
is required. President Ramos-Horta
stated, “I offer you a better return
for your investment than Mr. Bernard
Madoff promised, you know Bernard
Madoff, the New York Banker, now
in jail, who offered return of 8% or
10%. | offer a 100% return, if we
invest more in education from el-
ementary school to university, if we
invest more in health, in agriculture,
in road, and more roads. | guaran-
tee you in 20 years; you will have a
100% return."

When discussing the issue of govern-
ment corruption, President Ramos-
Horta admitted that Timor-Leste was
still struggling with corruption, but
stressed that the Minister and the Di-

“The first oil date is reliant on a suc-
cessful exploration program, and is
dependent on achieving key mile-
stones.”

Te Doung Tara, head of CNPA, could
not be reached for comment yester-
day.

In a letter dated June 9, Sok An con-
firmed to the Sam Rainsy Party that
23 companies have been awarded
rights to explore for oil in Cambo-
dia, although not all of them are still
operating.

He also confirmed that Total had
paid US$28 million for a conces-
sion, $20 million of which was a sig-
nature bonus, with $6 million to be
paid into a social-development fund,
and another $2 million earmarked
for administrative purposes.

This article has been reprinted with the permission
of the Phnom Penh Post.

rectors of any department that had
corruption had a responsibility to
stop it. Dr. Phan Phalla compared
Cambodia’s experience with natural
resources to Timor Leste’s, highlight-
ing the infancy of Cambodia’s min-
ing and oil/gas industry, as well as
Dr. Phalla

also highlighted what he perceives to

its governing structure.

be a major hurdle Cambodia must
overcome in order to grow its min-
ing, oil and gas industries: capacity
limitations in terms of a shortage of
engineers and infrastructure.

Over 200 participants attended the
event, from government officials,
university students, civil society or-
ganizations, local non-government
organizations, international

government organizations, donors,

non-

the private sector, and university
students. Timor-Leste is widely rec-
ognized for the successful manage-
ment of its oil and gas revenues,
upon which approximately 80% of its
economy relies without operating in
mining.
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&Gulf Spill a Reminder...

“In response to any possible oil spill
in the future, a coast guard authority
and a petroleum safety administra-
tion should be set up to be in charge
of safeguarding the environment,”
Mam Sambath, chairman of the
Cambodians for Resource Revenue
Transparency, a coalition of non-
governmental agencies, said. “All
of the companies exploring for oil
should also be encouraged to create
an association which is tasked with
coping with the possible oil spill.”

The newly established authorities
should not be put under the exist-
ing Cambodian National Petroleum
Authority so that separated technical
management can be ensured for an
effective mechanism, Mam Sambath
said.

At least 13 companies have so far
been granted exploration licenses
with some already beginning explo-
ration. Full drilling could begin soon
in what experts estimate is a reserve
of 400 million to 700 million barrels
of oil worth billions of dollars. How-
ever, the money comes with risks, as
the Gulf spill has shown, and observ-
ers say Cambodia lacks the institu-
tions and agreements to deal with
them.

Ou Virak, president of Cambodi-
an Human Rights Center, who also
manages a website monitoring de-
velopment trends, said the govern-
ment also needs to make a protec-
tive agreement with oil companies to
have all the necessary precautious
put in place.

“Any company granted the extracting
right has to be tasked with setting up
detailed plans to protect the environ-
ment and the people, who might be
affected by a possible oil incident,”
he said. “If any company does not
provide the protective plans or if the

Countries with the Largest Increases
in Oil Production in 2009
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plans are not reasonable or inade-
quate, the government should reject
them.”

The government could also apply for
an Extractive Industries Transparency
Initiative to learn from other member
countries ways to better manage oil
risks, as well as revenues. EIT| works
with more than 30 countries to in-
crease fransparency and account-
ability in oil revenue.

Government spokesman Khieu Kan-
harith said EITI candidate status for
Cambodia is not necessary because
the country is already transparent in
managing its oil revenue. The estab-
lishment of additional authorities to
deal with any possible oil spill is not
needed either, he said, as the country
already has the National Petroleum
Authority.

“If we created some more authorities,
we would be criticized for spending
more money,” he said.

National Petroleum Authority officials
declined to comment on protective

mechanisms for possible oil spills.

However, Cheam Yiep, a ruling party
National Assembly member, said the
Gulf spill had encouraged lawmak-
ers fo push for separate agreements
with oil companies to ensure Cam-
bodia is better prepared for such an
incident.

“We will use the US experience as
an example and basis for discussion
and for an agreement with compa-
nies to extract oil in our country,” he

told VOA Khmer.

Yim Sovann, an opposition lawmak-
er, said parliament needs to enact
more laws to guarantee safety in the
oil industry and that it needs to push
the government to apply for EITI sta-
tus to ensure transparency and ac-
countability in management of rev-
enue from the extractive industries.

This article has been reprinted with the permission
of VOA Khmer.

bodians for Resource Revenue Transparency | 3




@& Transparency Increases, But There is Still a Long Way to Go

El REVENUES 2009

By Steve Finch, Phnom Penh Post, 14 May 2010

DURING an otherwise  routine
presentation on the Cambodian
economy on March 17, Ministry of
Economy and Finance Director General
Hang Chuon Naron chose the very last
slide to offer a rare, detailed glimpse
of Cambodia’s expanding oil and gas
revenues.

The decision has since proven to
be both a milestone in Cambodian
transparency, and a millstone around
the government’s neck.

On one hand, Hang Chuon Naron's
disclosure  that the  government
received US$800,000 in December
and $26 million in January for energy
“signature bonuses” and a “social
fund” represented a new level of state
transparency for extractive industry
payments in the Kingdom.

Subsequently, however, Prime Minister
Hun Sen’s government has faced
increasingly difficult questions on where
the money came from, how it is being
spent and fo what degree payments
derived from the extractives industry will
be opened up for public scrutiny.

The missing $500,000 reportedly
paid to the government by the world’s
largest iron ore producer BHP Billiton —
now the subject of a US securities and
exchange commission enquiry — looks
to be just the start of a period in which
the government has increasingly been
asked the question: Where has all this
money gone?

For the first time, the Cambodian
government published
revenues publicly that detail payments
foreign energy and mining companies
have made to operate in the Kingdom.
A TOFE (state financial operations
notice) partly issued on the Finance
Ministry website and fully presented at
last month’s Oxfam America extractive
industries conference in the capital
showed the state received some 9.323
billion riels, or $2.25 million, from the
sector in 2009. Of this total, 6.003

has state

billion riels ($1.45 million) came from
mining companies, with the remaining
$800,000 derived from the oil and gas
sector, according to official government
figures.

But with Australian mining companies
OZ Mirerals and  Southern Gold
looking at imminent gold production
in Cambodia, and US energy firm
Chevron under pressure from the
government to begin oil production as
soon as 2012, the political opposition,
civil society and the UN —among others
— are pushing the government to go
further on what they say is still limited
disclosure.

“I think [this is] the first step, the first
step that the government has [made]
... fo disclose this information to the
public,” said Mam Sambath, chairman
and executive director of the NGO

Cambodians for Resource Revenue
Transparency (CRRT).

For the first time, the Cumbodian
government has published state
revenues publidy that detail payments
foreign energy and mining companies
have made to operate in the Kingdom.

“But they should improve how to
disclose information by having more
detailed information,” he added.

Seeking Full Disclosure
COMPLIANCE  with  the Extractive
Industries  Transparency  Initiative

requires a high level of disclosure
and numerous steps that begins with
a government commitment and ends
with an external validation process. To
sign up as an EITl candidate country,
achieved by 29 nations thus far, a
government must commit to working
with  stakeholders — including the
private sector and civil society — before
appointing an implementation leader
and then publishing fully costed work
plan. Once a candidate, the first step
is then to establish a multi-stakeholder
working group.

In this regard, Cambodia has again

20~ Firstfinancial report

on extractives Industry

lthough January’s $26m

payment by French firm
Total dwarfed payments
earned by the government
last year, still revenues in
2009 reached more than &bn
riels [$2.25 million].
Source: Ministry of
Economy and Finance
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shown some willingness although
NGOs have only been permitted to be
observers in discussions on financial
reform. Importantly, the government
— led by the Ministry of Economy and
Finance — has blocked a request for
civil society to become a full partner
of the financial reform process that
began at the beginning of last year.
Were Cambodia to reach this stage of
the EITI process, the government would
have to allow full access. Another major
step would be to engage companies,
something the government has shown
a greater tolerance for in the past
by allowing the likes of Chevron to
help draw up petroleum legislation.
Under the EITI, preparation phase, the
government would then be required
to agree reporting femplates and an
independent EITI administrator while
ensuring state and company accounts

are properly audited.

The next stage—disclosure—then requires
full openness with an administrator
on private sector payments as part
of a process in which these two sefs
of accounts would be reconciled to
account for differences. This is the key
area in which Cambodia is currently

Continued on next page
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& Equatorial Guinea Fails to Embrace Transparency, Loses EITI Candidate Status

By Merrin Sterns, DPA staff

As Africa’s most prosperous country
by per capita income , the tiny coastal
nation of Equatorial Guinea should,
by all measures, be thriving.  With
petroleum reserves of over 1 billion
barrels and natural gas deposits totaling
atleast 1.3 trillion cubic feet, this pocket-
sized country of just over half a million
should be developing
rapidly, using the huge profits that

inhabitants

these natural resources generate to
kick start its once-trifling economy for
the benefit of its long-suffering citizens.

But “should” is not a currency in which
the Equatoguinean

accustomed to trade.
GDP  has
since enormous oil profits began fo
inundate state coffers in 1997, but
even in this period of unprecedented
boom,

government s
The country’s

increased  exponentially

many socioeconomic
indicators in the country have actually
decreased.  Unemployment hovers
at an astonishing 30% , while 60% of
the population subsists on less than $1
a day . Spending on social services

such as health care and education

J@ Continued from page 4

& Transparency Increases...

well short of the required standard in
that neither the state or private sector is
disclosing payments fully, in accordance
with binding, negotiated contracts that
bar the release of related data. Once a
country completes such a report it is then
required to publish it. An examination
of companies’ implementation support
is then followed by a review. Following
external evaluation, the country would
then become EITI compliant.

EITI Compliant Countries:

Azerbaijan and Liberia

EITI Candidate Countries:

Afghanistan,  Albania, Burkina  Faso,
Cameroon, Central African  Republic,

has declined as a percentage of total
spending over the last decade, and
the country remains firmly entrenched
at the bottom end of the UNDP’s
Human Development Index, alongside
Moldova and  Uzbekistan The
Camnegie Council’s Leif Wenar calls
Equatorial Guinea a “pure case of a
country currently stricken by the resource
curse”  while another report contends
that  Equatorial  Guinea  presents
“perhaps the most striking example
of why oil hurts, rather than helps,
many of the countries who have it.”

In this context of corruption and
mismanagement, a flicker of hope
emerged in the form the Extractive
Industries ~ Transparency  Initiative
(EITI), a voluntary regulation system to
which Equatorial Guinea made initial
moves to accede in 2007. Achieving
EITl Compliont Status would  have
afforded Equatoguineans a guarantee
of fransparency in resource revenue
management by  obligating  the
governmentto not only publish figures of
contracts and payments, but also allow
civil society to operate freely and openly,

even when addressing sensitive topics.

Chad, DR Congo, Republic of Congo,
Ivory Coast, Gabon, Ghana, Guineq, Iraq,

Kazakhstan, Mali, Mauritania, Madagascar,
Mongolia, Mozambique, Niger, Nigeria,
Norway, Peru, Sierra,

Alas, that flicker of hope was
extinguished this April, when EITI Board
members met in Berlin and voted to
deny Equatorial Guinea’s request
for an extension of a key deadline,
terminating the country’s candidacy.
While the EITI
possibility of  reapplication
“barriers fo effective implementation
have been addressed," it also noted that

Board stressed the
once

“a country cannot claim EITl candidate
status while performing well short of
Watchdog groups
agree that Equatorial Guinea showed
little sign of reversing the opaqueness

the requirements”.

which has characterized its handling
of oil monies thus far, and few were
surprised by the EITI Board’s decision.

In the absence of a regulatory
framework which
transparency and openness, it unlikely

demands

that Equatorial Guinea will adopt these
principles on its own. Continuing on
its current course, then, the country
appears ever more condemned to live
out the resource curse, squandering
the promise of a brighter future in favor
of a quick dollar for those at the top.
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Leone, Tanzania, Timor-Leste, Yemen and
Zambia.

This article has been excerpted and reprinted with the
permission of the Phnom Penh Post.

To Be Continued in Issue 5
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6 EITI Seminar in Jakarta

By Kim Philley, CRRT Staff

CRRT members were invited by EITI,
World Bank, the Federal Ministry
for  Economic  Cooperation and
Development, and InWent, to attend
a seminar on the unique opportunities
and challenges of implementing EITI in
Asia, held from March 1-4, 2010, in

Jakarta, Indonesia.

Mr. Cheang Sokha, Treasurer of CRRT
and Executive Director of YRDP and
Mr. Chhith Sam Ath, Vice Chairman of
CRRT and Executive Director of NGO
Forum, traveled to Jakarta to attend this
conference. The EITl seminar brought
together representatives of government,
business, and civil society from Asian
countries that are considering, or have

already committed to, implementing
EITI.

EITl is a global transparency standard
for the extractive industries that provides
a mechanism whereby both company
payments to host governments and
government revenues generated from
petroleum, coal, natural gas, and
mineral extraction are fully reported—
disclosed and reconciled under the

bt

e e

|
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Photo: CRRT member, Round table discussion with members of the CRRT coalition, EITI seminar in Jakarta

supervision of all stakeholders in a
country.

Peter Eigen, the global Chairman
of EITl and founder of Transparency
International, said, "It is the coalition
between
secfor, and an organized civil society

governments, the private

that can fight the resource curse with
credibility and passion and help turn
natural resources info a blessing for
the people. It is this 'magic triangle'
of good governance that can create
the environment for real social and
economic development.”

The opinions expressed herein are those of the authors and do not necessarily

reflect the views of all donors.
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