Trends

in Global Transparency
Movements




Context



Resource-rich countries are

home to 1 billion people
who live in poverty.




In 2030, 50 percent of the world’s people
living on less

than S2 per day will live in resource-rich
countries.
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Africain 2012: ODA-551 billion; Hydrocarbon and _
mineral exports- $438 billion - almost ten times ¥ Ssgs
as much as the aid.
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Resources have the potential
to fund sustainable human and economic
development. Accountable and effective
governance matters.
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But most countries are still struggling.
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Resource Governance Index (RGI) 2013

Overall performance in the Resource Governance Index:

. Failing

. Weak

Partial

. Satisfactory



COMPOSITE SCORE

Institutional and Legal Setting

Freedom of information law

Comprehensive sector legislation

EITI participation

Independent licensing process

Environmental and social impact
assessments required

Clarity in revenue collection

Comprehensive public sector balance

SOC financial reports required

Fund rules defined in law

Subnational transfer rules defined in law

57

Reporting Practices

Licensing process

Contracts

Environmental and social impact assessments

Exploration data

Production volumes

Production value

Primary sources of revenue

Secondary sources of revenue

Subsidies

Operating company names

Comprehensive SOC reports

SOC production data

SOC revenue data

SOC quasi fiscal activities

SOC board of directors

Fund rules

Comprehensive fund reports

Subnational transfer rules

Comprehensive subnational transfer reports

Subnational reporting of transfers

57 Safeguards and Quality Controls

Checks on licensing process

Checks on budgetary process

Quality of government reports

Government disclosure of conflicts of interest

Quality of SOC reports

SOC reports audited

SOC use of international accounting standards

SOC disclosure of conflicts of interest

Quality of fund reports

Fund reports audited

Government follows fund rules

Checks on fund spending

Fund disclosure of conflicts of interest

Quality of subnational transfer reports

Government follows subnational transfer rules

58 Enabling Environment

Corruption (TI Corruption Perceptions Index &
WGI control of corruption)

Open Budget (IBP Index)

Accountability & democracy (EIU Democracy
Index & WGI voice and accountability)

Government effectiveness (WGI)

Rule of law (WGI)

[ satisfactory
Partial

I weak
B Failing



Transparency & Accountability in the Extractive Sector:
Resource Governance Index (RGl) Component Scores
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Source: Natural Resource Governance Institute: 2013 Resource Governance Index, http://www.resourcegovernance.org/rgi




Mapping of Corruption Risks across the decision-

chain
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WGI Control of Corruption, 2011

Trends in Control of Corruption past decade,
Extractive vs. Non-Extractive Intensive Countries
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Source: Worldwide Governance Indicators, 2012. The extractive countries with satisfactory control of corruption trend line (atop)
includes a dozen countries.



Responses



The rise of El disclosure frameworks

2003: The EITI (and its latest 2013 EITI Standard)
* 31 compliant, 17 candidates, 2 suspended

2012(?)US Dodd-Frank Wall Street Reform Act and Consumer Protection Act
e Section 1504 requires SEC a rule requiring issuers engaged in commercial development of petroleum
or minerals the amount of payment by type, project and by government (foreign and federal) annually
2014: Canada’s Extractive Sector Transparency Measures Act
* Part of government’s economic action plan, part of international commitments in the fight against
corruption; requires companies to report payments on tax, royalties, fees and production entitlements;
federal government drafting guidance
2013: The EU Accounting and Transparency Directives (EU)

* Oblige large extractive and logging companies to report payments to governments; requires EU
member states to transpose directives into local law; 1st report this year

2014: Australia’stransparencyinitiatives: No PWYP legislation but Senate and House have
introduced bills called CorporationsAmendment; introduced by Green Party

2014: The Swiss proposal for mandatory reporting standards for the extractive sector

* Aligned with EU Directives but groups highlight that companies solely active in commodities trading
presently are not subject to this requirement.



* 2009:New Access to Information Policy
* Currently revising environmental and social safeguards
* Accountability mechanism (Inspection Panel) untouched

* 2012:Adopted Sustainability Framework, including 8 Performance Standards
* Supported by El associations including ICCM
* Equator Principle also being revised following new PS

* Asian Development Bank
* 2009:Stronger safeguards system, inc. 120-day disclosure of high-risk projects before Board approval
* 2011:New Public Communication Policy
* Strengthens previous policy by expanding the scope and type of automatically disclosed information
* Accountability mechanism updated

* African Development Bank
* European Bank for Reconstruction and Development

* AlIB: Environmental and Social Framework takes effect this year
* New Development (BRICS) Bank
« BNEDS (Brazil)



Emerging results
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The emerging global norm of contract disclosure
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Challenges



Beyond revenue transparency, greater disclosure
across the decision chain is imperative

l

l

ensuring

revenue
transparency

managing
volatile
resources

investing for
sustainable
development

l

The basis for any
decision to permit
exploitation of a
mineral deposit
should be set out
clearly in
published laws
and regulations

Contract
terms,
including
fiscal terms
should be

made public

Financial
information on
revenues into
the public
domain will
facilitate
enforcement
and reduce tax
avoidance

Disclosure of
operations and
financial data

of savings,
stabilization

and investment
funds

The disposition
of extractive
revenues should
be fully
transparent




Transparency of Natural Resource Funds
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EITl’s challenge: ensuring that information drives reform

Lt eCreates neutral space for building trust and
(MSG) facilitating discussion

Objective Setting * Links EITI to broader national policy
(Work plan) priorities

Sl e e @ Useful in evaluating pressing questions &
. concerns
(Reconciler TOR & EITI Report)

Analysis of Information e Enables informed public understanding &
olicy debates
(CSO & Media Analysis) poficy

Links to Policymaking &
Institution building

(Parl., Min., Reg.)

* Increases accountability & development




Ilicit financial flows are
estimated to cost
developing countries

over USS1 trillion

annually—USS$10 for
every USS1 received in
aid.

Source: Global Financial Integrity
Image source: The Economist

THE FIRST FAMILY'S STAKE IN AZERBRLIAN'S GOLD FIELDS 9

LMAN RUITEY
PRESIDENT OF R2ERSALISN

RRLU RUITEYR LEVLR RVEVR OUVER NESTELAW

PRESBENT TRERSERER SECRETRRY
KISING MAMRGEMENT SR
RECISTERED IN PRINMS

15%
FRRGATE MIMNG CORPORSTION

Ny (YNDEN MANRCEMENT SROWP INC
" SEGETIRED IN PAREMA
SLOBEY INTERMRTIONSL LLP

RECISTERED ¥ UMITED LINGOOM
1S FORMED OF

RRSLCS MANRGEMENT CORP
REGISTERED IN PRNRMR

REE/RL®






The Natural Resource Charter framework
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* Transparency essential, but insufficient: complemented by civic space, rule of law,
economic & financial management, meritocracy

* International initiatives and standards not a substitute but can complement and
provide comparison to improve country systems

* International commitments and execution need to be supported by an enabling
environment

* Peoples” movements and their concerted, thoroughgoing interactions with
governments and companies shape the discourse

* Growing need to institutionalize EITI mechanisms with clearer and broader
mandate inc. mainstreaming, feeding into the reform processes, and monitoring
how recommendations are taken up; ministries tointernalize them and that they
have a stake

* Localize, indigenize



Thank you.



