Natural Resource Sector Reform in the DRC

Report of the APPG roundtable meeting, December 6, 2006

The All Party Parliamentary Group on the Great IsaRegion of Africa convened a meeting
on December 6, 2006 to discuss the agenda fomnedbthe natural resource sector in the
Democratic Republic of Congo (DRC). One of the @pte aims of the meeting was to
contribute to the work of the United Nations GraifExperts by discussing suggestions for
action raised in the course of their work so fai by making further proposals within a
round-table forum. A wide cross-section of busingesernment, and NGO representatives
took part, including participants from the DRC, @Kd Belgian governments, mining,
assaying, and security companies, governance ¢antubnd experts, NGOs from the
environmental, development, and human rights sgcémd UK parliamentarians. A full list

is attached at the end of this document.

Key points where there seemed to be general agréénatuded:

» Thecritical importance of natural resour ce sector reform, given its direct connection to
the overall stability of the state and to the ptedabehaviour of armed groups. Governance
in the DRC is a strategic rather than merely ecaoaassue, and one of particular importance
with the expansion of extractive activity as stépileturns.

» The growing issue of otherwiselegal armed groups — for example elements of the
FARDC — engaged in illegitimate activities relatechatural resources.

» Theimportance of political will, from both international and DRC actors.

» The need for awide-ranging approach covering UK and international as well as DRC
measures. (For example, enforcement of UK bribegislation).

» Theroleof insecurity as an underlying factor in problems in the natteaburce sector

* Positive feedback for the efforts of the Group of Experts, and a concern that its work be

properly followed up.

UN Sanctions
* There was widespread support among the whole range of participants for the idea of
imposing targeted sanctions on individuals and companies in breach of relevant DRC

legislation. With proper procedural safeguards (such as a m&hao appeal inclusion on



the sanctions list) and improved implementatiotdby members governments, sanctions

could be an effective measure that would suppastiag national legislation.

Group of Experts

» There was a widespread view that the work of the UN Group of Experts should be followed

up. Industry representatives expressed concern taed thould be no action once the Group’s
report was completed. There were high expectaaodspressure was mounting for concrete
proposals for action. One mining company suggesi@ithe report should be presented to
industry so they can give feedback on its conténtthis way the dialogue could continue;
though of course the question arises as to howrawtiat forum this can be extended beyond

the end of the Group of Experts’ mandate.

Other proposalsfor action

» Thereisa need to develop, in consultation with all stakeholders, a systematic and wide-
ranging programme of practical measures to improve natural resource governance in the

DRC. During the meeting the following proposals wetieed. While no attempt was made to
establish how far they were the subject of germyatensus, and the need for further
consultation with Congolese partners especialtyaar, they cover many of the basic
elements of an eventual framework for action. A hanof areas were not considered due to

time constraints, notably traceability initiativélse OECD Guidelines, and artisinal miners.

Reform of DRC regulatory structures

1. A programme of resources and assistance to imghaveveralicapacity of the relevant
DRC institutions, including the Cadastre Minier avishing and Forestry ministries. More
generally, coordinated support for the reform @fjistice and security sectors should be an

urgent priority.

2. Structural changes to improve timelependence of oversight and decision-making
mechanisms, including the cadastre, inter-miniskegmmissions, and mining inspectorate.
One notable suggestion wasiadependent expert advisory board (possibly with
international membership, or in the form of a cacted international body) with a remit to
consider future tender decisions and partnershipeagents and make recommendations. A
second was that existing national structures bptadao create an independent oversight
body (a point raised by Lutundula among othersijtheu consideration should be given to the

form such structural changes could take.



3. The Congolese parliament should consider theioreaf a permanent commission on

natural resources.

4. Co-opt a reputable international NGO to work vitte relevant Congolese ministries to

review exploitation contracts and monitor implenagioin and impact (as in Cambodia).

Customs and Excise

5. Reform of Customs and Excise, including contractn outside agency to manage and
reform the customs service over a period of sey&ais, with a trial period to test political
will. This approach would also seek to work in parship with business to ensure

compliance as part of a multi-agency approach.

Contracts and concessions

6. Promote greater transparency in the natural res@ector. The possibility of making the
material terms of contracts public should be cagrgid, as should the publication of all
payment and production figures (including taxes yalties), beyond the requirements of
the EITI. As a minimum, the implementation of EBHould be made a greater priority.
Publication should be in a form accessible to lecahmunities, and these communities
should have a proper voice in plans that affeanthinformation regarding future plans

should be made available in good time.

7. Extension of the moratorium on new forestry cor@®s until an adequate control regime

is put in place.

8. The review of clearly inequitable contracts, sabje a fair mechanism being devised.
There was strong concern from a number of compafiest the potential for abuse and
unfairness if contracts entered into in compliawdé the mining code were subject to
review, and a view that it would be better to dalne under all past contracts. The Chair
suggested four principles that might address theseerns: (1) any review should be made
according to judicial standards; (2) that thereabempartial international element to validate
such a decision; (3) there be a judicial rightgbeal for the company concerned and (4) that

any review should only disturb manifestly corrupuafair contracts.

9. The Congolese parliament should debate the reptiie Lutundula commission.



I nternational measures

10. Address the developed world’s poor record in aatruption legislation. In the UK
consideration should be given to making the finaln@gulator (i.e. the FSA) the initial
enforcement body, as in the US. The UK and otlaestshould devote more resources to

police their own laws; just one effective proseauitivould send an important message.

11. Donor countries should improve accountabilitytfugir own donations. Initiatives like

EUSEC’s monitoring of payments to FARDC soldierseavene model of what could be done.

12. All DRC donor initiatives should be conducted untife auspices of a donor platform to

ensure a common stand on governance and othesissue

13. Both sticks and carrots should be provided in otdéring about change. DFID gave the
example of the Forest Law and Governance and Traiiltive which links recent EU
legislation banning the import of illegally logg@chber with the entry of timber producing

countries into voluntary partnerships with the EU.

Management of extractive operations

14. Find ways of making the Voluntary Principles anles similar mechanisms a
requirement of operations in the DRC. Use listiagd financing requirements (possibly
through the OECD) to compel companies to complwiitiatives such as the Extractive
Industries Transparency Initiative (EITI) and theldhtary Principles, as most mining

businesses are cash hungry and source their findrmeae OECD based financial institutions.

15. The scope of DRC oversight bodies should be exgghtalinclude the social impact of

extractive industries.

16. A percentage of state taxes from extractive imtesshould be hypothecated, i.e. put into
a trust fund to be used by NGOs and local commueijtyesentatives for the benefit of the
population. The expertise of the International LabOrganisation should also be drawn upon

to improve the social impact of business operations

17. DRC civil society should be supported in theioef§ to monitor extractive activities.



Security-related issues
18. Insecurity is widely seen as a central underlyiagse of the problems associated with
the natural resource sector. The international conity should make meaningful security

sector reform and especially DDR a matter of piyorvith a coordinated and funded effort.

19. Human rights law and humanitarian training shdagdyiven to security providers, where
this is not already the case. Donors should dahise context of security sector reform for

the state forces and companies should play theftedale private sector.
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