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Photo: An abandoned mine field in Mondulkiri

CAMBODIANS FOR RESOURCE

REVENUE TRANSPARENCY

6 New US Law Could be “Big Victory” for Transparency

By Frank Yetter, CRRT Staff, from wire service reports

Legislation signed into law last month
by US President Barack Obama is be-
ing widely hailed by members of civil
society as an important step towards
improved transparency in the report-
ing of fees paid by public companies
to non-US countries.

The law, crafted by US congressional
committees led by US Sen. Christo-
pher Dodd (D-Conn.) and US Rep.
Barney Frank (D-Mass.), creates
sweeping new regulations in consum-
er lending and banking in addition to
the new requirements for companies
to disclose payments made to non-US
governments.

The measure was applauded in Cam-
bodia by organizations working with
the government to formulate policies
of greater transparency, including
Cambodians for Resource Revenue
Transparency (CRRT).

“We believe that the disclosure of in-

formation from oil gas and mining
companies will enable us to access
information on revenues and will
empower us to hold our government
accountable for using oil revenues
for economic development and ba-
sic social services like education and
healthcare,” said Mam Sambath,

Chairman of CRRT.

“Congress' action is a big victory for
the United States, for the citizens of
every country with mining or oil or
gas production, and for investors
and people who recognize that fi-
nancial transparency is essential for
government and corporate account-
ability,” said George Soros, Chair-
man of Soros Fund Management,
LLC and founder of The Open Soci-
ety Institute.

"The law will require oil, gas and min-
ing companies overseen by the US
Securities and Exchange Commis-

R
Continued on page 2 0
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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.

6 The EITI Principles

The EITI Principles,
Lancaster House Conference in June
2003, provide the cornerstone of the
initiative. They are:

agreed at the

1. We share a belief that the prudent
use of natural resource wealth should
be an important engine for sustain-
able economic growth that contrib-
utes to sustainable development and
poverty reduction, but if not managed
properly, can create negative eco-
nomic and social impacts.

2. We affirm that management of
natural resource wealth for the benefit
of a country’s citizens is in the domain
of sovereign governments to be exer-
cised in the inferests of their national
development.

3. We recognise that the benefits of
resource extraction occur as revenue

Continved on page 2 \/E‘j
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sion (SEC) to publish their income,
tax payment and royalties to the host
countries and the government of the
US," Ridaya Laodengkowe, the na-
tional coordinator of Publish What
You Pay Indonesia, said at a press
conference in Jakarta.

Diarmid O’Sullivan, a campaigner
for Global Witness, the anti-corrup-
tion group, said the rule was “amaz-
ing” and, if properly implemented,
might
“stop people blaming them for cor-
ruption”.

help resource companies

"Congress has made an unprec-
edented commitment to financial
transparency and good govern-
ance in a sector that not only affects
American wallets, but also some of
the most vulnerable communities
around the world," said Raymond
C. Offenheiser, president of Oxfam
America.

The rule, which will apply to US and
foreign multinationals, also covers
payments relating to bonuses, li-
censes and government entitlements
by production-sharing agreements.

\‘ Continued from page 1

® The EITI Principles...

streams over many years and can be
highly price dependent.

4. We recognise that a public un-
derstanding of government revenues
and expenditure over time could help
public debate and inform choice of
appropriate and realistic options for
sustainable development.

5. We underline the importance of
transparency by governments and
companies in the extractive indus-
tries and the need to enhance public
financial management and account-
ability.

6. We recognise that achievement
of greater transparency must be set

2 | Cambodians for Resource Revenue Transparen

It takes as its benchmark standards
of the voluntary international Extrac-
tive Industries Transparency Initiative,
which comprises governments, oil
companies and other interest groups.

“Instead of creating a gulf between

companies, CRRT believes that the
disclosure of revenues is the best way
to improve good governance and
especially to help the government
to prevent and curb corruption and
to help improve revenue manage-
ment,” Mam Sambath said.

“Moreover, the Energy Security
through Transparency Act will create
a new global standard for company
disclosure on financial information.
It is worth noting that this law will em-
power investors and could increase
investment in Cambodia, since for-
eign investors will now have access
to a more complete picture.”

Not all the response to the new law
has been positive, however.

The US Business Roundtable and
American Petroleum Institute  (API)
both objected to the sweeping leg-
islation, saying the measure is too
broad and complex, and that it plac-
es publicly-traded companies in the

in the context of respect for contracts
and laws.

7. We recognise the enhanced en-
vironment for domestic and foreign
direct investment that financial trans-
parency may bring.

8. We believe in the principle and
practice of accountability by govern-
ment to all citizens for the steward-
ship of revenue streams and public
expenditure.

9. We are committed to encourag-
ing high standards of transparency
and accountability in public life, gov-
ernment operations and in business,

10. We believe that a broadly con-

extractive industry at a competitive
disadvantage.

"It would not capture payments be-
ing made by national oil companies
from other countries, and the level of
detail required to be reported would
allow competitors access to proprie-
tary information when bidding, which
they could use to their advantage
in contract negotiations," said API
spokesperson Misty McGowen.

Still, the law seems to focus on dis-
closure and transparency as an en-
forceable guiding principal of corpo-
rate behavior.

“Given the fact that about 60 per-
cent of the national oil production is
contributed by companies listed on
the US stock exchanges, the imple-
mentation of the Dodd-Frank Wall
Street Reform and Consumer Protec-
tion Act will undoubtedly affect the
business transparency in Indonesia,”
said Ridaya Laodengkowe.

“Maijor oil and gas companies oper-
ating in Indonesia such as Chevron
Texaco, Total, Conoco Philips, Talis-
man, ExxonMobil, Royal Dutch Shell
and British Petroleum will be affected
by the law,” he added.

sistent and workable approach to the
disclosure of payments and revenues
is required, which is simple to under-
take and to use.

11. We believe that payments’ dis-
closure in a given country should
involve all extractive industry compa-
nies operating in that country.

12. In seeking solutions, we be-
lieve that all stakeholders have im-
portant and relevant contributions
to make — including governments
and their agencies, extractive indus-
try companies, service companies,
multilateral organisations, financial
organisations, investors, and non-

governmental organisations.
Source : www.eiti.com



O News in Brief

40 percent of R’kiri land leased to
mining

OYADAW DISTRICT, Ratanakiri province
— More than 40 percent of Ratanakkiri
province, or about 4,400 square km, has
been licensed to 10 mining companies
for exploration in recent years, according
to data made available by Ratanakkiri
provincial authorities last week.

Although the companies’activities have been
limited to exploration, some communities
in the province have complained that
operations have disturbed or destroyed
their village lands and forest. Human rights
and NGO workers now say the companies
and the government need to do more fo
consult local communities before starting
exploration.

Mam Sambath, chairman of the Extractive
Industry Social and Environmental Impact
Network, said the biggest problem
surrounding  explolration  operations in
Ratanakiiri and other provinces such as
Mondolkiri and Preah Vihear was a lack
of openness from mining companies and
the government toward local communities.
(Editor’s note: Mr. Sambath is also chairman
of Cambodians for Resource Revenue
Transparency.)

Source: The Cambodian Daily

Ghana to publish oil proceeds

Following Cabinet approval of a document
to accelerate Ghana's dffiliation to the
Extractive Industries Transparency Initiative
(EITI) to subject the crude production and
sales to public scrutiny, the government
of Ghana has agreed to make public
proceeds from oil and gas contracts in the
country.

EITl is a codlition of governments, civil
society groups, investors and international
organisations which promotes transparency
and accountability in the extractive or
mining industries such as gold, diamond,
oil and gas.

Edward Bawa, spokesman for the Minister
of Energy, said government had set up
a secrefariat known as the Ghana EITI
(GHEITI) within the Ministry of Finance
and Economic Planning to fine-tune the
documentation for Ghana to undergo
validation to become an EITI compliant
member in the gas and oil sector.

To accelerate the process, he said
government had also setup a 20-member
committee of stakeholders in the industry fo
ensure the fimely extension of the principles
of EITl to the oil and gas secfor, stressing
that government’s plan to submit itself to
the EITI standard in the oil and gas sector
was an indication that revenue from the
industry would be used judiciously and for

the good of the people.

Mr. Bawa said the high standard of
accounting and reporting under the EITI
regulations satisfied investor interest and
ensured greater openness in transactions.

“With the crude production, Ghana has
the opportunity to offer economic and
social development fo the people, therefore
creating transparency and accountability is
necessary if the resources are fo lead socio-
economy development and sustainability.

Source: The Ghanian Times
Timor-Leste joins EITI

Timor-Leste on July 1 joined Azerbaijan
and Liberia as the third nation to achieve
compliance with the standards set by the
Extractive Industries Transparency Initiative
(EITI).

The EITl initiative sefs up a worldwide
standard for transparency in the oil, gas
and mining sectors, requiring companies to
disclose what they pay in taxes and royalties
fo governments.

Governments in turn must disclose the
receipt of these payments.

Validation involves an external third-party

assessment of a couniry's progress in

opening their books and must be completed
within a two-year timeframe.

Source: Upstreamonline.com

summary by Frank Yetter, CRRT Staff
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let alone to glean further information
about their contracts and payment.

Continued from page 6

“We ordinary people do not even know

the names of the companies. They
won't tell us,” said Meng Mom, who
can see and hear the exploration pit
of a Chinese gold mine from the front
steps of her home in Prey Meas village,
otherwise known as the “Forest of
Gold” in Mondulkiri province.

While enthusiastic about the news of the
resource discoveries, the Cambodian
people have little knowledge about
social
associated with extraction. Local people
in Mondulkiri know very little if anything
at all about the possible potential of a
“resource curse” when countries rich
with national resources become poorer

and  environmental  risks

because of their extraction.

development
organizations such as Oxfam have
continued  their work to make
connections  between private  and
public groups, to discuss ways to create
an adequate legal and regulatory
environment to manage the nascent
extractive industries, and manage
unrealistic expectations of what the
sector could produce.

Several  infternational

It will only be through a transparent and
accountable process that Cambodia
can harvest the potential from this
resource extraction, and use those
profits to help poor people through
development, said Brian Lund, East Asia

Regional Director of Oxfam America.

Picture: sila_picl (http://pennystocknewsletter.info/stock-picks/sila-tgmp-stock-to-watch-
by-crwewallstreet-com-for-august-31st-2010-stock-alerts)
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Transparency Increases, But There is Still a Long Way to Go

By Steve Finch, Phnom Penh Post, 14 May 2010

Indeed, the government appears to
be undecided on the extent to which
it is prepared fo reveal the money it
has made from oil, gas and mining
companies.

Titled “EITI disclosure”, the information
presented in March by Hang Chuon
Naron represented what appeared to
be the first efforts by the government
to comply with the Extractives Industry
Transparency  Initiative, a  global
coalition  of governments, private
companies and civil society groups that
seeks fo eradicate the kinds of secret
payments that have reportedly plagued
the sector in Cambodia.

Sam Bartlett, EITI’s regional director for
Asia, says the government has met with
EITl representatives over the past few
years and is considering the merits of
implementing policies such as “double
disclosure”, which would require
both the state and private companies
to provide financial information for
independent scrutiny.

“Stakeholders in  Cambodia have
different views as to whether the EITI
is the right model, and there is an
ongoing discussion about the costs and
benefits of the EITl for Cambodia,” he
said Wednesday.

In the meantime, evidence of multi-
million-dollar payments by the likes
of BHP, French energy firm Total and
other oil, gas and mining companies
operating in the Kingdom have trickled
info the public domain, creating more
questions than answers.

On May 7, Sam Rainsy Party lawmaker
Son Chhay submitted a detailed series
of questions to the government —
accepted by Prime Minister Hun Sen —
that requires Deputy Prime Minister Sok
An fo give detailed answers on the now
infamous alleged payments by BHP
and those by Total. Those answers were
due by today, according to Cambodian
parliamentary protocol, but Son Chhay
says that precedent suggests a timely

4 | Cambodians for Resource Revenue Transparen

and full response is unlikely.

“The issue of payment from companies
has become a real issue,” he said
Wednesday, accusing the government
of fabricating financial documents to
cover up past corruption in the name
of transparency, “just to respond to alll
this pressure”.

Son Chhay adds that he has seen
evidence a foreign company made
an unofficial payment of $1 million in
1999 to a government official following
a concession agreement.

Should Sok An issue a detailed
response to the SRP again, it would
be the first time the government will
have made an extractive industries
disclosure on payments in response fo
a parliamentary question.

Both Sok An and Men Den, the director
of the Cambodia National Petroleum
Authority’s  (CNPA)  Exploration and
Production Division, did not respond
this week fo written requests for further
information on the issue.

Binding confidentiality

Much of the lack of openness appears
to relate directly to the negotiated
contracts that remain a feature of the
sector in Cambodia. If the government
has increased transparency recently
— albeit from a low base — then
contracts with the extractives industry
have become more rigid in regards to
permitted public disclosure.

An example Cambodian petroleum
contract from 1991 published last year
by EITI states that data relating to the
anonymous deal in question “shall
be confidential during the term of the
agreement”. Later examples in 2002,
2004 and as recently as last year
require non-disclosure fo extend two
years after the end of the agreement
period, according to EITI.

When the Post asked Chevron — which
will likely become the first company to
produce oil in the Kingdom — to reveal
its signature bonuses and social fund

payments, regional spokesman Gareth
Johnstone  replied Thursday: “Our
contractual with  the
Royal Government of Cambodia do not
permit disclosure of payments or other
commercially confidential information.”

arrangements

As the EITl's Bartlett points out, the
onus is largely on governments when it
comes to full transparency. Ultimately,
ElTlis “a country-led initiative”.

In Cambodid’s case,
revelations have remained sporadic
and off-the-cuff, often resulting in
greater confusion.

such recent

Hun Sen stated publicly last month that
Total had paid $20 million in signature
bonuses and $8 million in social fund
payments as part of the October
agreement for the contested offshore
Area |l concession, but it remains
unclear what the money would be spent
on and when it was paid.

Total  spokeswoman Phenelope
Semavoine said Tuesday by email from
Paris that these payments related to
Hang Chuon Naron's EITI disclosure
for January, which lists a social fund
payment for just $6 million, not $8
million.

“The following [social fund] payment
[for the additional $2 million] will be
made at a later date,” she said, adding
that Total and the government would
co-manage the social fund, which
would be spent on education and
health in the Kingdom.

She denied any discrepancy in the
figures. “Each country is sovereign,
unless a country opens up its books,
there is only a certain amount a private
company can do.”

Both Chevron and Total are listed as
EITI supporting companies.

Australian firm Southern Gold, which
operates mining concessions in the
Kingdom, does “not pay those types
of payments or fees”, Cambodian
representative  Grant  Thomas  said
Continued on next page JEH
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#& Training on Governance in Oil...

upstream stage and responsibility on
development on petroleum sector,
among other key issues. Govern-
ance on El referred to the choices
that government and regulatory of-
ficials will make regarding extraction
of oil resources in so the financial
benefits positively affect the people
of Cambodia. For Cambodia, al-
though the knowledge on this sec-
tor is still limited, the Royal Govern-
ment is trying to adopt related laws
to create a technical working group
by sending professional staff abroad
for tour visits and to atftend relevant

ﬁ Continved from page 4

training programs.

According to the trainer and CRRT
coordinator Mr. Chhay Sarath, “By
having youth trained on resource
management in the petroleum sec-
tor, it will enable them to understand
the basic knowledge and concept of
the petroleum sector so that they can
have meaningful discussions among
their friends and effectively partici-
pate in a public forum when they
have an opportunity to ask experts
and government officials.”

To make this sector well-managed
with transparency so the effects are

® Transparency Increases...

Wednesday by email.

OZ Minerals, which also mines for
minerals in Cambodia, did not respond
to questions on payments by press time
Thursday, although Mam  Sambath
of CRRT said representatives of the
company had previously told him it too
had not paid the government as part of
its concession agreements.

It therefore remains unclear which
mining firms paid the government a
total $1.45 million last year to operate
in the Kingdom, according to the

government’s own TOFE records.

Government efforts towards
transparency on pending legislation
to regulate the oil and gas sector, as
well as civil party access to government
discussions on extractive  industry
revenues — a prerequisite for EITI

compliance — also remain mixed.
Limited civil participation

Mam Sambath says that although the
CRRT and other NGOs have been
offered observer status on the Financial
Management Reform Working Group
established early last year — run by the
Finance Ministry, Petroleum Authority,
Ministry of Industry, Mines and Energy
and Ministry of Environment, they
were denied the opportunity to join as
dialogue partners.

Similarly, social organisations have
complained that they have not been
included in the drafting process for two
key pieces of legislation that will regulate
the energy industry once production
begins, perhaps as soon as 2012 —
the petroleum law, and legislation on
the taxation of revenue for oil, gas and
mining.

Johnstone confirmed Thursday  that
Chevron to assist the
government in this drafting process,
but neither party has released detailed
information on what is included in the
legislation, which is currently under
assessment at the Council of Ministers,
according to council spokesman Phay
Siphan.

continues

In addition, the UN has questioned the
extent of powers assigned to the CNPA,
a body set up by the government in
1998 to regulate the industry.

In a 2006 discussion paper, the UN
Development Programme warned that
the CNPA — directly overseen by Sok
An — had been given the authority to
issue licences to crude oil traders and
importers of refined petroleum products.

“If 'a Cambodian financial services
company, or a Cambodian trading
company, or an international oil
company with offices in Cambodia

should want to purchase and sell crude

beneficial to all Cambodians, all in-
formation on investment in this sec-
tor should be publicly disclosed. The
public should be allowed to partici-
pate in decision-making on revenue
use to meet the needs of all Cambo-
dians.

Ms. Pheaktra said, “To me, the train-
ing is vital on behalf of student and
as being a Cambodian to be able
to attend this training because it is a
new context brought to Cambodia.
| hope that all Cambodians, espe-
cially youth, will be aware of these
issues because it is the future of our
country.”

oil on the markets of Singapore, it is not
clear why they should be required to
seek a licence from the CNPA,” it says.

The SRP’s Son Chhay accuses the
government of using licences as a
vehicle for extracting unofficial payments
from private companies, particularly in
the mobile-phone sector.

I the government is seek the level of
transparency demanded as part of EITI
compliance, it still has to make the first
of a number of steps that starts with a
statement of intent, as issued by ASEAN
member Indonesia just two weeks ago.
Although 29 countries have achieved
candidate status, just two countries
— Azerbaijon and Liberia — are fully
compliant, according to an EITl fact
sheet released Monday.

“If the government is willing to promote
transparency accountability,
signing up to EITl is the best choice
for Cambodian society,” says Mam

Sambath.

and

For its part, the EITI says it welcomes
the chance to work closely with the
government.  Whether or the
government is willing to reciprocate,
however, will be the true test for the
future of transparency in Cambodia’s
oil, gas and mining sector.

not

This article has been excerpted and reprinted with the

permission of the Phnom Penh Post (August 14, 2010).
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While enthusiastic about the discovery of oil, gas, and minerals, Cambodians are wary of possible

By Soleak Seang, Oxfam Staff

Phnom Penh — In the northeastern
forests of Mondulkiri, indigenous
communities make lifle contact with
outsiders. During rainy season, roads
leading info these communities are
usually muddy and treacherous, only
traversable by skilled motorcyclists who
are willing fo slosh through the muck
or whip through densely thicketed
ravines and gullies.

With the discovery of gold, bauxite,
and other minerals in these forests,
once remote areas like these are now
seeing a steady trickle of new visitors.
Roads wide enough for tractors and
trailers are popping up here and there,
neatly dug out and graded. When the
weather is dry, you can see the heavy
equipment from mining companies
lumbering past, inscribed with the
characters of the company’s Chinese,
Korean, or Vietnamese owners.

governance and transparency issues.

Photo: A local miner posed for photo in a Mondulkiri mine field

It is a moment of great change,
opportunity, and risk here. There has
been aboom of foreigninvestmentinthe
extraction of the minerals in the forests
as well as oil onshore and offshore.

Maijor investors include Chevron, BHP
Total, and minor investors include
Chinese, Thai, Malaysian, South
Korean, and Viethamese companies,
which can be hard to identify by name,

Continved on page 3 %

) Training on Governance in Oil and Gas Sector

By YRDP Staff

In collaboration between YRDP and
CRRT, 30 students from several dif-
ferent universities in Phnom Penh
had the opportunity to attend Extrac-
tive Industries training on Govern-
ance in the oil and gas sectors on
07-08 July, 2010.

The purpose was to deliver informa-
tion (1) on what's upstream in gen-
eral in oil and gas industries” best
practices and to share experiences
in oil and gas governance from
different countries; (2) to support

The opinions expressed

youth’s and civil society’s abilities
to participate in the discussion on
transparency, use management and
how to participate as watchdogs on
resources and the “resource curse”;
(3) on legal framework and policies
in oil management and (4) to create
an open forum to learn and discuss
and disseminate knowledge among
the participants.

Though the training focused on many
technical aspects, the students were
very inferested and at times seemed
surprised by information provided

by the trainer. Students actively par-
ticipated in the discussion and many
asked questions to clarify informa-
tion.

Ms. Phecakira, a first-year student of
Royal University of Phnom Penh, said,
“I'm so delighted to be part of the
training since | have grasped many
interesting points, such as govern-
ance in El, upstream, value chances
on oil and gas and EITL.”

The two-day training provided par-
ticipants with information about gov-

ernance on extractive industries, EITI,
Continved on page 5
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