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M E N G  S A K T H E A R A

INTRODUCTION TO POLICY & 
GOVERNANCE

A ROAD TO BE A LEADER
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• What is I-Share

• Business of Mining, Oil & Gas

• Policy Principle & Issues

• The Building Blocks of A Policy

• Design of Legal Framework

• Institutional Arrangement

• Fiscal Design

• Revenues Management

• Sustainable Development

SEE DIFFERENCE
• What do you see in this picture?
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SEE DIFFERENCE
• See the future

SEE DIFFERENCE
• See the value

• Not iPod, but Music (easy 
to download, easy to 
manage, easy to carry).

• Not cosmetics, but a 
hope to become 
beautiful
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WHAT’S KNOWLEDGE CREATION?
• Knowledge is created by 

human in relationship.

Socialization Externalization

Internalization Combination

Tacit

Explicit

Explicit

Tacit

Sharing and 
creating tacit 

knowledge 
through 
direct 

experience

Learning and 
acquiring 
new tacit 

knowledge in 
practice

Articulating 
tacit 

knowledge 
through 

dialogue and 
reflection

Systemizing 
and applying 

explicit 
knowledge 

and 
information

WHAT’S I-SHARE?

• build a see difference 
• build a knowledge creation organization

• build and strengthen relationship
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WHAT IS MINING, OIL AND GAS 
INDUSTRY?

It is not about digging earth

BUSINESS OF MINING, OIL & GAS

• Transform Substances into value

Rock

National Budgeting Return
(Fiscal & Non-Fiscal)
Social Impacts
Environmental Impacts

National Economic Return
Social Impacts
Environmental Impacts
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• Business categories in mining, oil and gas sector

BUSINESS OF MINING, OIL & GAS

• Upstream (E&P): searching, exploration, development, 
production & beneficiation, rehabilitation, and closure.

• Midstream: Transportation, storage, and whole sale of 
commodity or refined products.

• Downstream: processing, manufacturing, distributing and 
commercializing of refined products and finished products.

UPSTREAM SECTOR: MINING

Every Steps involve value creation that country can and need ability to catch 
maximum benefits, but must carefully consider risks and time value of money.

Closure & Rehabilitation

Exploration

Development

Production, Beneficiation & Commercialization

5-12 years

3-5 years

10-20 years
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UPSTREAM SECTOR: OIL & GAS

ClosingWork Area Opening Exploration Production

Exploration License

Production License

General Survey Permit Joint Cooperation Agreement

Impacts Assessment

UPSTREAM SECTOR

Typical Cash-flow of a gold mining project
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UPSTREAM SECTOR

Risk, Prospectivity and Reward

UPSTREAM SECTOR- PRIVATE SECTOR

Private Sector Investment –
Strategic Objectives 

Strategic Objectives
(Increase market share)

Operational Objectives
(Expend production by
Acquisition of new deposits)

Operational Objectives
(Deny competition access to
raw materials by acquiring 
Known deposits)

Criteria
(Locate and develop deposit that
Will yield a specific minimum 
rate of return)

Criteria
(Minimum reserves at 

assumed cut-off grade)

Criteria
(Ability to delay mining 

commitment)
Criteria

(Contain economic losses
Less than specified rate of operating

And interest charges per year)
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MINING, OIL AND GAS AS BUSINESS TO 
A COUNTRY

It is about how to create value to our 
nation/country/people

UPSTREAM SECTOR: KEY POLICY PRINCIPLE & ISSUES

• Sovereignty and national interest in the resources 
(set by National Constitution)
• the EI sectors to be developed in a manner consistent with 

the maximization of near-term benefits to, and long term 
interests of, the state and state development priorities.

• Resource management is 
executed by the King and 
decision made by the 
Storting (Parliament)

• None other than the state 
may conduct petroleum 
activities without licenses, 
approvals and consents.

• Resources shall constitute national assets 
controlled by the state, i.e., executed by the 
government as the holder of mining concession

• Upstream business activities shall be executed 
and controlled through the joint cooperation 
contracts, i.e., a production sharing contract or 
other models of joint cooperation contract which 
is better in favor of the state and whose output is 
maximally used for improving people’s welfare.
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UPSTREAM SECTOR: KEY POLICY PRINCIPLE & ISSUES

• Sector’s roles and responsibilities
• Economic priority and integration
• Allocation and sharing of competencies

The roles of the sector ministry, its agencies, and the 
national resource company (NRC), if there is one, 
are of the greatest importance. These institutions are 
typically mandated to implement and oversee 
sector strategy. Other critical entities include the 
ministries of finance (taxation) and environment 
(social and environmental protection) and the 
revenue collection authority.

UPSTREAM SECTOR: KEY POLICY PRINCIPLE & ISSUES

• National Resources Companies
• State Owned
• National Privately Owned

Their governance and roles, which may include both 
commercial and non-commercial objectives, are 
often the subject of separate legislation. 

To date, NRCs have been more common in the 
petroleum sector than in the mining sector. 
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UPSTREAM SECTOR: KEY POLICY PRINCIPLE & ISSUES

• Private Sector Participation
• National
• International
• Local context and commitment to investors (risk sharing and 

tenure security, etc.)
• Exploration
• Local Content
• Fiscal Objectives
• Revenue and Expenditure Management
• Social and Environmental Concerns

UPSTREAM SECTOR: KEY POLICY BUILDING BLOCKS

• Key policy components
• Sector’s legal framework
• Sector’s organization and institutions
• Fiscal (non-fiscal) design and administration
• Revenue management and distribution
• Sustainable development
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LEGAL FRAMEWORK

Three distinct approaches to the design of EI sector 
legislation can be identified:
1. a comprehensive, highly detailed approach to 

legislation; 
2. reliance on individually legislated contracts or 

agreements; and 
3. a hybrid approach, which combines less 

comprehensive or framework legislation with 
detailed regulations and flexible contract or 
agreement specificity.

LEGAL FRAMEWORK

Key issues to be addressed (1):
• ownership of the natural resource;
• authority to allocate rights for the development of natural 

resources;
• establishment of a clear framework for the role of the competent 

bodies of government, for companies, and for civil society and 
local communities;

• identification of the authorities and procedures by which the 
government allocates mineral or petroleum rights along with the 
rights and obligations of both the license holder and the 
government;

• clear, transparent, competitive, and non-discretionary 
procedures for issuing exploration and production rights, including 
those issued by contracts, and including the technical and 
financial qualifications needed to hold a mineral or petroleum 
right;

• permissible contract types;
• assurance to security of tenure which includes issues relating to 

development rights, assignment rights, and retention rights;
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LEGAL FRAMEWORK

Key issues to be addressed (2):
• listing of the obligations of the mineral or petroleum right holder to 

explore, invest, and produce the mineral or petroleum or else relinquish 
the right so that it can be made available or assigned to another party 
ready to take on those obligations;

• reporting requirements of the license or right holder;
• conditions for voluntary relinquishment and termination for cause of the 

license or right;
• health, safety, and environmental (HSE) requirements related to the 

license or right;
• procedures for management of possible land-use conflicts between 

different claimants or users;
• dispute resolution procedures;
• establishment and implementation of an effective communications 

strategy;
• definition of the mandate and role of state-owned NRCs and minority 

state equity in mining, oil and gas companies;
• grant of the right to construct and own infrastructure specific to 

petroleum or mining operations (for example, pipelines or rail routes); and
main principles of the fiscal regime.

SECTOR’S ORGANIZATION AND INSTITUTIONS

Key institutions sharing responsibilities in EI sector 
management and its impact on the economy, 
environment and society comprise the following:
1. legislative bodies; 
2. executive bodies; 
3. EI sector ministries; 
4. regulatory agencies; 
5. National Resource Companies; 
6. finance ministry; 
7. taxation authority; 
8. the central bank; 
9. economic planning ministry; and 
10. the environmental ministry.
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SECTOR’S ORGANIZATION AND INSTITUTIONS

Note 1: (1) legislative bodies; (2) executive bodies; (3) EI sector ministries; (4) regulatory agencies; (5) 
National Resource Companies; (6) finance ministry; (7) taxation authority; (8) the environmental 
ministry.
Note 2: (a) Policy / Law / Planning;  (b) Regulation / Decree; (c) licensing rounds; (d) state 
participation; (e) establishment of EI sector-related funds; (f) negotiation and award of contacts; (g) 
calculation and collection of royalties; (h) tax collection; (i) shares of production; (j) EI sector-related 
impacts; and (k) HSE oversight and enforcement; (l) governance of NRCs; (m) Regulatory Works; (n) 
Commercial Activities; (o) resource revenue forecasting; 

1
2
3
4
5
6
7
8

a b c d e f g h i j k l m n o

Regulatory Functions: (1) develop technical specifications and standards; (2) technical supervision 
of EI sector operations; (3) supervision of company operations in accordance with contracts and 
legislation; (4) metering and monitoring of production, technical data analysis, and storage; (5) 
recording of licenses and ownership interests.

SECTOR’S ORGANIZATION AND INSTITUTIONS

Legislative Body

Executive Body

EI Sector Ministry

Regulatory Agency

Natural Resource Com.

Norway Indonesia Malaysia Thailand Vietnam Timor Leste

MPE

Petoro AS
Gassco AS

Statoil ASA

NPD
PSAN

MPMR

ANP

SoE
Petro-
Vietnam

MoIT

Petro-
Vietnam

PTT-EP

PTT

DMF

MoEnergy

PETRONAS

PETRONAS
MITI

MDTCA

PETRONAS
MITI

MDTCA
MEM

BP MIGAS
BPHMigas

PERTAMINA

Cambodia: MME GDP SoE?? Or CA
Note: If the government/ministry is exercising regulatory function, it should not be party of 
petroleum contract. It best leave its commercial objectives handled by NRC: because of liability 
scope issues and conflict between regulatory function and contractual liabilities. IRC often create 
a subsidiary to serve as a part of contract to limit its liability scope. Government should require a 
guarantee from the ultimate parent company to ensure reliable contractual counterparty with the 
resources to cover potential liabilities.
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SECTOR’S ORGANIZATION AND INSTITUTIONS

1. Building capacity; 
2. Inter-Agencies Coordination;
3. Governance System

FISCAL DESIGN AND ADMINISTRATION

The effectiveness of any EI fiscal regime depends on 
three factors: 

1. its objectives; 
2. the fiscal instruments it comprises; 

and 
3. its practical administration.
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FISCAL DESIGN AND ADMINISTRATION

1. capturing a significant share of 
project rents that increases as 
profitability rises; 

2. broad-based sector 
development; 

3. early, dependable income; 
4. limited exposure to risk; 
5. international competitiveness; 
6. minimized opportunities for tax 

evasion; and 
7. an administrative simplicity (or 

complexity) that is in line with 
the institutional capacity of the 
tax authority regarding the EI 
sector. 

FISCAL DESIGN AND ADMINISTRATION

1. Profit based taxes
2. Production sharing
3. Royalty
4. Bonus
5. Progressive instruments
6. State participation
7. Capital gain taxes
8. Withholding taxes
9. Import & export duties
10. VATs
11. Cost recovery
12. Discounted Sale Price for 

DMO
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FISCAL DESIGN AND ADMINISTRATION

1. Balancing between policy and administration capacity
2. Routine Administrative Functions: Routine functions are about 

the mechanics of gathering tax: registering taxpayers, 
processing returns, issuing tax assessments, and collecting the 
tax.

3. Non-Routine Functions. These functions have to do with ensuring 
that the tax is calculated correctly. The most important among 
them deal with resource valuation (prices and volumes), audit
and appeals, and dispute resolution. They are demanding 
functions which require professional skill and judgment.

4. Inter-agencies coordination: The EI sector ministry should also 
work closely with the tax authority so that the tax authority has 
good comprehension of the production and explorations 
process and is able to make an informed judgment as to the 
eligibility of different charges and expenditures for tax purposes.

REVENUE MANAGEMENT AND DISTRIBUTION

1. the question of how the revenue should be spent and 
distributed across present and future generations 
becomes key to any economic development.

2. Required appropriate channel and mechanism to 
distribute wealth acquired from mining, oil & gas.

3. Volatility, uncertainty and cyclical nature of prices as 
well as imprecise assessments of reserves and the finite 
character of the resources involved.

4. Need to smooth spending flows, promote long-term 
fiscal sustainability and inter-generational equity, and 
enforce measures to mitigate Dutch Disease.
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REVENUE MANAGEMENT AND DISTRIBUTION

1. Medium-Term Frameworks: Fiscal policy is ideally set within a 
medium term expenditure framework (MTF or MTEF). MTFs for 
fiscal and expenditure policy are planning tools that help 
connect the annual budget to longer term policies such as 
poverty reduction and sustainability objectives.

2. Revenue Forecasting: Realistic resource revenue forecasting 
is the starting point for good practice in revenue and 
budgetary management. 

3. Institutional Strengthening and Fiscal Discipline: The quality of 
government institutions and public financial management is 
critical to the fiscal discipline (and focus on sustainability) 
needed for successful resource revenue management.

4. Stabilization Instruments and Mechanism: need to address 
volatility of resource revenues in the EI sectors is of major 
concern when it translates into volatility in public 
consumption and investment spending.

REVENUE MANAGEMENT AND DISTRIBUTION

1. Consumption: Urgent Poverty Concerns. A strong case can be made for 
immediate allocation of part of resource revenues to recurrent 
expenditure on consumption in the form of subsidies based on the 
urgent poverty reduction needs of large segments of the population

2. Debt Reduction: Good balance between debt levels and benefits of 
using their resource revenues to pay off outstanding foreign debt.

3. Domestic Investment: Growth and Long-Term Poverty Reduction.  
Evidence and economic argument suggest that to get maximum 
benefit from their resources states should use the revenue generated 
from the EI sector primarily to achieve sustained economic growth. 
Growth is seen as the main way in which incomes and consumption can 
be increased. It creates employment, bids up wages, and broadens the 
tax base for future public spending and service provision.  Investment in 
domestic assets is key to that growth.



4/4/2016

19

SUSTAINABLE DEVELOPMENT

How natural resource development can act as a 
catalyst for economic development so that broad 
infrastructure and/or poverty reduction policies can 
be significantly enhanced.
• Maximize value addition at every steps of value chain.
• Broad based economic integration.

SUSTAINABLE DEVELOPMENT

Principle of sustainable development of mining
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SUSTAINABLE DEVELOPMENT

Too rapid an increase in public spending of resource 
wealth, poses severe risks of deterioration in the quality of 
spending, in addition to possible macroeconomic risks. 
The case for placing resource revenues in a savings fund 
rests in good part on recognition of these risks. However, 
savings funds, a least in part, may be best regarded as 
simply buying time until the requisite capacity to spend 
effectively has been acquired.

Earlier allocations of resource revenues be directed 
at ‘investments in investing’:
1. policies and investments that facilitate and 

leverage private sector investment; and 
2. actions which increase the efficiency and 

effectiveness of public spending.

SUSTAINABLE DEVELOPMENT

Resource-rich developing countries can be expected to 
have big governments and corresponding expenditure 
programs based on substantial resource revenues. Private 
sector investment, however, is likely to remain of 
overwhelming importance in terms of potential for 
generating long-term sustainable growth and welfare. 
Policies that, while protecting the public interest, 
accommodate reasonable private sector interests and 
concerns are critical to ensuring its participation.
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SUSTAINABLE DEVELOPMENT

• Avoid duplication and direct their investments 
towards areas which complement or act as a 
catalyst to private investment; 

• Ideally concentrate on the non-resource sectors.  
General purpose investments in social (i.e., 
education, health) and physical (i.e., roads, 
telecommunications) infrastructure;

• Investments that are particularly helping raise of 
productivity of the whole economy.

SUSTAINABLE DEVELOPMENT

• Expenditure quality control and oversight
• Transparency and Accountability System
• Multi-stakeholders:  participation of all key 

stakeholders – parliament, government, industry, 
civil society, and International Financial Institutions.
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NOW THAT YOU KNOW, IT’S TIME TO CHECK 
CAMBODIA’S EI POLICY…


