Hope Masters:

Good evening ladies and gentlemen.  My name is Hope Masters.  I am the President and the Chief Executive Officer of the Leon H. Sullivan Foundation; founded three years ago to honor the legacy of my father, the late Reverend Leon H. Sullivan.  It is my pleasure to welcome each of you and to thank you for coming to this very important forum this evening.  Tonight we welcome the President of OPEC and Nigeria’s Minister for Petroleum Resources, Dr. Edmond Daukoru on his first official visit to Washington.  This evening we’re fortunate to have Dr. Daukoru lead our dialogue on Africa and International Energy Security because he represents both Nigeria, Africa’s leading energy exporter and OPEC, whose member countries hold about two-thirds of the world’s oil reserves.  They supply 40% of the world’s oil production and half of its exports.  Dr. Daukoru’s leadership of OPEC has a timely coincidence with Africa’s much discussed rising prominence in the energy markets.  One in five new barrels of oil entering the global market are coming from Africa - one in five.  The United States received 15 percent of its oil from the gulf of Guinea and is likely to source up to 25% of its energy from the continent by the year 2015.  Dr. Daukoru holds an impressive hand of cards in this very high stakes game.  The stakes are high not only for Africa’s energy producing countries and their primary international consumers but also for their people.  The great wealth that energy generates can transform millions of lives for the better if governments, business and civil society worked together.  The people of the United States and Africa stand to benefit from the development of a strategic relationship between them.  My father was a Black Baptist preacher from the hills of West Virginia who developed a passion for Africa.  The passion led him to stretch a bridge between Africa and America.  Across that bridge he envisioned opportunity, hope, industry, education and yes, energy and oil.  He called this bridge the African American Summit.  His dream was to hold 10 such summits.  When he passed away in April of 2001, we renamed the summit in his honor.  This coming July 17, upon the invitation of the President of the Federal Republic of Nigeria, President Olusegun Obasanjo, we return to Nigeria for the seventh edition of the Leon H. Sullivan Summit.  We will focus attention on the role of private enterprise in Africa’s development and we will promote strategic international partnerships for Africa’s success.  We have placed energy production in the gulf of Guinea high on the summit agenda and will be working with the government of Nigeria and other partners to produce historic outcomes.  Registration packets for the seventh edition of the summit are here this evening.  Could someone hold one up so we can we see, there they go.  So if you’re interested in registering for the summit we’d be more than happy to take your registration information after the forum.  Now, Dr. Daukoru is our featured guest this evening.  His presentation will be complimented by presentations from our panel of esteemed individuals.  They represent a cross section of expertise from the key players on this issue.  With us is Mr. Peter Robertson.  He is the Vice Chairman of the Leon H. Sullivan Foundation and the Vice Chairman of Chevron Corporation; a very large stakeholder in the energy market.  Mr. Robertson.  We have Paulo Gomes, an Executive Director at the World Bank, an organization concerned with the development and transparency dimensions of energy production.  And we have Mr. George Person Jr., the Deputy Assistant Administrator for International Energy Security at the U.S. Department of Energy.  Welcome gentlemen and thank you very much for being here this evening.  The evening will proceed as follows.  Dr. Daukoru will have an opportunity to make opening remarks and his panel colleagues will have the opportunity to respond.  After that I will open the discussion with a few questions and we will take questions from the audience as well.  Now would be a good time to turn off all cell phones please.  Thank you again for coming.  I hope you enjoy the evening, and now Dr. Daukoru, we will be honored to receive your remarks.
Dr. Daukoru:
Organizers Leon Sullivan Foundation, I want to thank you first of all for giving me this great opportunity to visit Washington at what appears to be a very favorable under very favorable weather conditions.  I understand that only two weeks ago it was dreadful here, so I bore that in mind, I bought you some sunshine.  Thank you very much.  This is a great, great topic and one that is very close to my heart.  But this is one occasion where I prefer not to prescribe.  I would like us think along for the simple reason that it is a huge, huge, subject.  There are so many dimensions to it - Africa and global energy security.  Who is energy security?  Africa has a huge resource base of energy.  Whether you look at it in terms of oil or of gas, or of the two combined.  There are here and there also co-reserves which are included in technology can be pressed to service.  I have spoken elsewhere on the oil and gas resources from the Gulf of Guinea.  But that is not the only source of oil and gas resources in Africa.  You know very well if you talk of Africa you have the established producers that are members of OPEC, Algeria and Libya.  Added to that are very important non-members, including the attorney observers status in our open deliberations include here Angola, Egypt, to a certain extent, Tunisia and Sudan, Sudan especially very important coming on very rapidly.  It is somewhat of a coincidence that I have sitting on my left a former player in Sudan, who did not stay the course, and had to pull out.  Somebody else went in there and has made a big thing out of it.  I’m talking about Chevron here.  Shell also pulled out.  Our resources, the statistics have been reeled out to you, I can only confirm the statistics and of the increasing importance of the gulf of Guinea area to supplies in the U.S. as well as to other parts of the world.  Africa, their crudes, also have the added advantage of being light and sweet and they are coming from the Atlantic rim and U.S. simply sitting across the Atlantic Ocean and therefore within the same basin and very close trading partners with Africa.  The resource is huge but so is the challenge of bringing that to the market.  Angola is producing from deep water and increasingly Nigerian production is also coming from similar water depths.  The Niger  Delta is more or less mature albeit nowadays with increasing quantities of gas which make up by itself a very huge resource base.  So far it’s been found in the course of looking for oil.  In spite of the fact that in former times it was extremely discriminated against.  When you found gas you considered yourself a failure.  More and more gas has become a cleaner fuel to oil and at least for utility purposes and to some extent for transportation, gas is going to be rivaling oil from estimates in the next 20 to 25 years, gas will very closely overtake oil or get very close to oil, definitely over taking coal by the year 2015.  So a big resource base in Nigeria, a big resource base off shore Cameroon, Equatorial Guinea, also to some extent in Angola.  How do we go about mobilizing the resources that can bring this to the markets?   We do a lot of advertising.  We do a lot of projection to get customers interested.  We have to open up.  Nigeria has taken the lead by conducting a very transparent round in 2005; very, very highly subscribed.  The repeat round is going to take place this year.  We are to prove ourselves ready for investment.  Nigeria has done a lot of transformation in areas of transparency and in certain reforms, opening of the oil sector to public audit of which part has been completed and made public.  Two further steps are required this year and we’ll hopefully be completed up equally made public.  So in terms of the resource base and in terms of the business environment, we are ready to take on the world.  Distant news is always more ominous then when you get closer up.  Currently, taking the headlines is the situation in the Niger Delta.  It is not new; absolutely nothing new.  It is simply caused by a group of young people who are impatient of change, who do understand it’s a generation problem.  Government is making every effort to develop the Niger Delta but definitely it can be faster, there can be a lot more but development is not over night.  So we’re engaging dialogue with them to explain to them to come on board in the thinking process to influence things the way they want things and not for things to be handed down.  Guns will not do it.  We’ll all be losers.  We believe this message is getting across.  We equally believe that side by side with good policing, getting the communities on our side is the only thing that can guarantee a permanent security.  We want to limit guns if we possibly can help it and so far the dialogue seems to be working.  The hostages that were recently taken of them, I think one has been released.  It is my expectation, touch wood, that the rest will be released in due time.  So all in all, we have a very, very, attractive situation in Africa for the rest of the world that needs energy.  What of Africa itself?  That is equally important part of the issue.  Africans in general, on the per capita basis consume a fraction of the world’s energy par none.  There are many African societies where the only means for energy is dried up dung, animal dung.  That is what people use for cooking, people use for heating, and for various other purposes.  I cannot see if this persists how African countries like that can ever make the millennium development goals.  You cannot develop without energy.  Whatever we do, this fact has to be borne in mind, Nigeria on its own is making great efforts.  It never will be enough.  We need the international community to chip in.  The West African gas pipe plan is going to be supplying 260 million standards to be fit of gas to Benin Republic, Togo and Ghana.  We are conceiving a transparent gas pipe line from Nigeria to the Mediterranean coast jointly with Algeria. To this belief the study is progressing.  But the development challenges are immense.  The costs are going to be immense, how to mobilize capital is going to be a major, major challenge.  It is considered as a development corridor that will bring energy to the republic, to Burkina Faso, and to other countries along the way.  These kinds of intra-regional and inter-regional projects need to be encouraged.  Par generational for transmission to longer distances also needs to be conceived and here again, we talk about energy mix.  When we’re talking conventional terms, it is tempting for a major member country of OPEC to kind of downgrade alternatives.  I don’t.  But they must have their niche.  Combined, hydro, nuclear, other neighbors could account only for 30% of the total, will account only for on a ration of 1 to 14, compared to the 3 big fossil sources of coal, gas and oil by year 2030.  These of the three I’ve mentioned carry huge reserves that can carry us by estimate 50 years and beyond compared to which traditions coming from the non-conventional is puny.  Still they have their niche places and they must be part of the equation, hydro definitely a possibility in many African countries, nuclear I’m not sure.  For modern reasons because once you go that way, the threat that could potentially material that could go into deadly bombs and can cause a lot of scare makes that a non-starter.  I would go up for instance for biofluids, biethenol, getting more popular.  These are the areas we need to look, solar specifically.  For isolated communities that cannot be bought within grade on a commercial basis can benefit from solar.  So a comprehensive energy package is what we need for Africa.  But for the major sources of oil and gas, the investment levels are going to be quite huge and somehow this has to be put on the agenda.  OPEC has taken on this challenge already many years back; started the OPEC fund, 30 years old currently, from humble beginnings with a capital base now of 4 billion dollars from which OPEC members are barred from benefiting.  It’s tailored especially to cater for the needs of developing countries.  But OPEC cannot do it alone.  It can only set the example.  We need corporation from the World Bank from all the modern national funding agencies and the investing public to come together to make Africa benefit from its own resource even as it does export to the more developed countries of the world and with these few words I believe I would like to give chance to my colleagues on the panel here and be ready to take questions.  Thank you very much for listening.  
Hope Masters:

We’ll start with Mr. Person.

George Person:

Great, I was hoping I would go last but since I’m next in line I’m going to actually have to say a few things.  As noted, one in five barrels will be coming from Africa over the next many years.  Think about that.  I recall being at a conference in Mariachis in 2003 and the discussion got a little animated and I ended up saying, wait, it’s more than about black gold or oil, it’s about gas, it’s about power sector, it’s about energy services; it’s about trade and investment.  It’s about partnerships, public and private partnerships.  It’s about the close proximity of Africa to the U.S. and other markets.  It’s about economic empowerment.  So I would emphasize all of these points tonight, hopefully the question will allow opportunity to focus in on a few of these points as well.  But let’s look at it in terms of the U.S.  Increasingly close to 20% of the net imports, oil imports coming from Africa.  Think about that.  Some analysts forecasted that number could increase tremendously.  There are opportunities there.  Natural gas, particularly liquefied natural gas is increasingly becoming more of a global commodity and the U.S. is a major consumer of that natural gas as well.  Think about that.  Look at in terms of the vast opportunities in Africa in terms of electrification using a very diversified energy base, looking at the full range of opportunities.  Think about the trade and investment opportunities on both sides of the ocean.  So I emphasize those points.  There are challenges.  There are opportunities.  I charge us to think about ways of getting beyond the challenges and focusing in on the opportunities and moving forward.  We had very good discussions at the Department of Energy with the Minister and Secretary Bodman. He sends his regards tonight.  He has emphasized the importance of working with Africa.  I’m here to address some of those issues.  I will defer to my colleagues.  I hope we have a lively and fruitful dialogue, back and forth.
Hope Masters:

Thank you.  My Vice-Chairman, Mr. Robertson.

Peter Robertson:

Hope, I could stand up at the podium.

Hope Masters:

Absolutely.

Peter Robertson:

Good, thank you.  Well, thanks Hope.  I appreciate the opportunity to be here because I want to talk about a topic that I feel very strongly about.  I won’t talk for very long but it’s one that’s on everybody’s mind and I think it’s already been mentioned several times tonight, with energy security which I think is a vital concern, not only to my company but to the United States and frankly to most nations around the world.  I’m convinced that Africa and our government’s policies towards Africa will in fact play crucial roles in improving energy security now and in the future.  And one of the things that’s already been discussed, I’d say that the key to U.S. energy security really lies in the diversity of its supplies.  More then ever though as you’ve heard, Africa is central to that diversity equation.  African imports help to ensure America’s sources of crude remain diversified.  It’s estimated that over the next decade African energy sources will provide the U.S. with as many as one and four barrels of its crude needs.  And again, the President said that.  So for our own vital interest, I think we must continue to view Africa as a region of strategic importance to ensure continued growth and stability of these African energy supplies, U.S. government policies need to be supportive of broad based African economic development.  These policies need to help create an enabling environment for building African capacity in individuals, communities and institutions.  We must all recognize that economic growth is the key to African social and political progress.  My industry of course is investing heavily in Africa’s principal theaters of energy activity, despite the fact that we’re not in Sudan any longer.  Africa’s established oil and gas reserves, its vast deep water potential and exciting new prospects for natural gas. Chevron for example plans to invest 15 billion dollars in African projects over the next five years.  And that’s probably by and large between Angola and Nigeria, probably the largest piece in Nigeria.  But 15 billion dollars over the next five years gives you an example of the kind of scale of the activities that are underway.  In the U.S., natural gas demand provides yet another reason why Africa is destined to play a bigger part in our energy security.  While U.S. natural gas demand is expected to increase nearly 50% by the year 2020, traditional North American supply sources will only be able to meet about 75% of this nation’s long term needs.  Indeed demand for imported gas is expected to surpass that of Japan.  Japan is today’s leading importer of natural gas and we expect that the U.S. will pass Japan in the next ten years.  My point is that Africa is rapidly expanding natural gas development, and America is rapidly expanding natural gas demand, offer additional powerful reasons to strengthen U.S. relationships with Africa.  I believe our government should pursue three complimentary objectives to make certain that America receives adequate supplies of African oil and gas.  And these three objectives are 1) physical security of African oil and gas assets and facilities; 2) open markets and 3) good governance.  And we can answer questions on any one of those three later.  I think all three though frankly have been mentioned; security, open markets and good governance.  All of these will help drive that economic development that I talked about earlier.  Let me use my own company to illustrate the first point.  In the Niger Delta, we’ve had in the past as much as 140,000 barrels a day of production shut in because of security problems at our pipelines, terminals and other facilities.  In addition, Nigeria at times loses 10 of thousands of barrels a day to outright theft, so called illegal oil bunkering.  Each year bunkering puts millions of dollars into the pockets of racketeers.  U.S. government can help by assisting African governments in promoting the rule of law by supporting African law enforcement with training and equipment and by helping law enforcement officers or officials respond humanely to civil unrest.  A second U.S. objective should be to continue and expand policies that encourage open trade.  Freer trade doesn’t just benefit the petroleum business it helps all of African enterprise, including manufacturing, agriculture, textiles and many other industries.  And lastly, as a third objective, the U.S. government should continue to support good governance and transparency in African countries, like open trade and physical security of assets, good governance and transparency strengthens the foundation for economic growth.  Within developing nations they level the playing field for local enterprise and internationally they build investor confidence.  Secure assets, open trade, and good governance; these are three areas where America’s and the world’s political and thought leaders can help Africa’s leaders make their nations stronger and our own energy supplies in this country more secure.  There’s every reason to hope for additional payoffs as well, namely improved international stability, greater understanding and increased trust.  Hopefully there’s something in there that will spur some questions.  Thank you very much.
Hope Masters:

And finally, the gentlemen to my left, Paulo Gomes.

Paulo Gomes:

Thank you Hope.  Well I think my colleagues here have said it all in terms of the importance of security, energy security in Africa and globally.  But I would say that the issue of security and energy has been essentially stressed at the level of the buyers, the countries that receive that quantity of energy and through oil.  I don’t think we have really spent time to really look at the level of the suppliers.  For me stability of the countries in Africa and the issue of energy security are two sides of the same coin.  And I don’t think that we have devoted enough time on the stability part of those countries.  You, I think Dr. Daukoru has mentioned the importance of Africa going forward and the importance of stability of the oil producers.  So I think at this point if we recognize that the stability of the oil producer is very important, it becomes a global public good, which means that we have to do everything to make sure that those countries don’t go through a turbulent situation.  And how do you prevent those countries to go through a turbulent problem, turbulent situation of conflict?  It’s only by creating a strong platform for economic development and I would agree with the person on mentioning the issue of economic development.  But are we devoting enough time on that?  We know, the conservative estimate show that in the next ten years, probably Africa will get something roughly in the region of 200 billion dollars in term of revenue.  Is it enough to really upgrade Africa in term of creating the minimum platform for example an infrastructure for Africa to grow?  Let me remind people here that for Africa to grow at 7% per year, which is the number needed for Africa to reduce poverty, 50% of the poverty level that we have now in 2015, we need to grow at 7%.  And only in the sector of infrastructure you would need an investment in the region of 20 billion dollars a year.  That’s a lot of money.  I believe that the oil and energy will bring some of the resources needed, but it’s not enough.  And sometime when people talk about that Africa is producing enough energy but they’re spending money, I think they’re missing the point.  The money obviously is very important that would be generated and I mention the 200 billion dollars in the next 10 years.  But it’s not a lot of money when you look at the challenge that Africa need in term of to upgrade its infrastructure to be able to trade.  Because at the end of the day, the only thing that will give Africa its dignity and its independence would be its ability to trade and this is the only way that the international community will respect Africa.  And that will require investment on all side in infrastructure.  I strongly believe that country like Nigeria and Angola may play a role of locomotive in pulling the other economies but a lot of money will be required.  So I wanted to stress that point.  The other issue that will be very important I think Mr. Person should have mentioned that also is the important role from the oil company.  Are countries getting really the best deal they can?  I’m not saying that they’re not getting it.  But are they getting the best deal?  And what can we do to harmonize the position of all the oil company to make sure that they provide the best deal to Africa.  Nigeria is getting 50 or 60% of its revenue from the oil.  A country like Equatorial Guinea is probably 10% of its revenue.  Is there room for more?  And if there’s room for more, obviously can we make sure that the additional resources that can come from the oil revenue will be used wisely in a country like Equatorial Guinea.  It’s a challenge.  And the bank itself, the World Bank is struggling in finding the right model.  We have experimented the Chadian model, which I think everybody was very critical about Africa.  But I think people tend to forget that it was important for the bank to be involved there in trying to find a way to make sure that the resources were used for poverty reduction.  Is it a success?  I’m not sure at this point that we can scream victories but it was important in term of guiding the country and making sure that all the players in the civil society, the political spectrum participate in the process of designing the right policy to transform Chad.  And I think this is the way forward for many of our countries.  I hope that in the next couple of months we will engage with them in finding the best way for them to get the best deal on that.  So I wanted also to stress the case of Chad.  So I think at this point I will really encourage a vision for the next ten years between the big oil producers, the big companies on how to find a way to invest massively on regional integration projects.  One of the reasons why Africa is not getting the right speed on growth because we are investing country by country and it’s not going to work.  I mean a major mistake was made in the 19th century was Africa was divided.  The way Africa is divided now doesn’t make sense and it will not make it if we continue to be divided the way we’re divided.  Unless you combine countries, you create a strong for example, echoes, where Nigeria could be the main locomotive.  There you would make sense in term of the economy.  So I think if we can pool some of the money that would be generated by high price and oil and other energy, but not only at the country level but also with oil companies and focus those resources with a clear strategy in regional integration.  I think we would manage to get the 7% growth that’s needed.  It’s not 2, it’s not 3, it’s not 4% growth.  We need 7% growth in Africa in the next 10 years to make sure that we will not continue to be marginalized as African as we have been doing, marginalizing their lives in the last 20 to 30 years.  Thank you.
Hope Masters:

I’ll start with the first question.  Dr. Daukoru, the year is 2020.  What does the international energy market look like and where is Africa within it?

Dr. Daukoru:

2020 global energy consumption should be in oil terms about 113 million barrels per day, up from about 83 million barrels per day currently.  Now if I should speak as OPEC, OPEC should be contributing, the current OPEC should be about 50%, up from 40% now.  We forecast that we will remain at the current level of 40% for the up to 2015, and thereafter upon till 2010, that’s for the next four years and then it will climb from 40 by stages up to 50% around the 2020, 2025.  African member countries of OPEC will be part of the 50%.  We are not a main growth area from the African member countries.  Libya was for a time inaccessible.  It has started to open up and that is great interest in the blocks being offered, so new opportunities in Libya could contribute quite a lot.  Algeria might be flattening.  There are ambitious capacity addition plans but the brand new prospect that can bring in really huge volumes would more likely probably be in Libya.  Sudan is increasing fast in production.  The basin is huge.   It’s an intra-continental basin.  One needs to understand what is going on in that basin but as this thing, discovery trends look encouraging and can be a basis to find a bit more.  Angola, of course currently the darling of a lot of investors with still plenty of potential to grow.  Nigeria will still be the leader in terms of the discoveries of the half a billion to a billion class.  Current deepest water production is about 1,500 meters.  We see prospects down to 3000 meters of water depth and there are indications that the prospectively goes along with the water depth.  The zone between Sao Tome and Nigeria is looking interesting.  And again, I have a gentlemen sitting by my side who should have a lot to say about that.  A few days ago we had some interesting news from the fast route drilled in the belt by Chevron.  If that is an indication to go there are least three other blocks then block one where Chevron currently is that could hold quite sizable volumes of hydrocarbons.  So much for the resource based that one expects looking forward to year 2020 or 2025, that kind of time horizon.  Egypt has been able to harness gas to an extent which has been established producers of oil in Africa have not been able to do.  Nigeria is still grappling with laying its gas infrastructure in the time horizon we are talking about that infrastructure should be in place and we should be able to beneficiate gas to an extent we have not even started to do.  What does all this add up to the energy problem for Africa as I initially mentioned?  Increasingly the world is going to realize that it is one global village in the truest sense of it.  The problems we have had in West Africa have been great point us, Ivory Coast, Sierra Leone, Liberia.  Were they the only problem of Africa?  No, definitely not.  Rwanda, Burundi, Kigali and all of that.  Are they only a problem for Africa?  No, in the time horizon we are talking about, the world is going to wake up to the fact that the resource base is there present in Africa and we need capital, we need technology, we need know-how.  Look at it from the environmental point of view alone.  The world again is one globe.  The pollution in one place does not stay there.  It affects the weather and we’re all subject to the weather.  If Africa receives no aid, if Africa is not..., the pollution, the colossal pollution and the bonding of primary energy resources is going to be a cost on everybody.  Everybody is going to suffer from that.  It will not only be Africa, unfortunately.  The world is going to have to put up the funds and I’m saying that in the time horizon we are talking about, those funds just have to come up one way or the other.  Out of the sense of community and out of a good business sense, out of a sense of mutual survival, it will just have to come.  And with energy, Africa should be able to pick up.  We will not overnight pick up at the rate of the 7% that is being mentioned.  It will be a long while coming.  But we will have laid the foundation for African economy based on secured reliable source of energy, we’ll begin to aspire to that kind of rate of growth.  The rest of the world is going to by then be galloping ahead.  Africa will have to, while supplying the rest of the world, be able to also take care of itself.  The Middle East we have fought so long be the primary source of oil and gas.  The reserves are simply too huge for Africa to pretend to be able to compete with them.  We have the advantage of quality though.  Light sweet will continue to be the main oil and gas type coming out of Africa.  Gas is also in our favor, except for Gata, which is fusion gas.  The rest of the Middle Eastern countries are not quite so strong in gas.  Africa, especially Nigeria, when we really put our heads to it, Nigeria can produce a lot of gas reserve.  The time horizon we are talking about Africa will take its place in terms of gas supply, most especially across the Atlantic basin and we are going to be displaced with some traditional customers of the U.S., in terms of gas supplies.  Increasingly we hope we can take part in the value chain, be able to domicile benefits more and more.  Nigeria already has a policy of look at content.  For lack of a better expression, we call it look at content.  Which means we need to fully take part in the industry.  It’s not good enough simply exporting primary commodities, whether it is cocoa or whether it is rubber or whether it is oil or gas.  We have to begin to make sure that we do add value.  That is the only way we can improve the revenue flows.  Simply tweaking with the fiscal terms can only frighten away investors.  The world really and genuinely and sustainable to improve government take is to improve look at content.  It is beginning, the African continent if you pool our resources together, should be able to even exchange human resources in APPA, which is African Petroleum and Producers Association, we have started to practice some of that.  We should be doing more of that.  Algeria and Nigeria are spearheading the effort to exchange human skills, human capacities.  Angola can come on board in that process.  We should internally be sourcing our own human resource high quality human resource.  What we’ll continue to need will be the capital.  Now this is the way I see the picture evolving.  Basically realization of community will drive us toward providing the funds that make energy more available to African countries while also supplying and contributing majorly to the global needs for energy.  This is the way I see it.  Thank you.
Hope Maters:

I guess that is a natural lead in to a question for you George.  Given Africa’s rising prominence as an energy supplier to the United States and given the Dr. Daukoru’s forecast that it would arise to 50 percent, over the next 15 years, why does there seem to be a reluctance to engage Africa as a strategic partner?

  George Person:

Well, I wouldn’t necessarily acknowledge that there is a reluctance.  I think it’s more of a concern about how to effectively engage various African countries and what not.  We within U.S. government, we are going through a process now “looking at new things that could be done with key African countries to advance shared interest.” So I think the commitment is there.  I think the administration has taken some different approaches.  Look at it in terms of increased investment through various mechanisms.  You do see the commitment there when you look at the senior policy makers in various agencies.  You see the commitment to finding opportunities to work more with Africa also.  So we’re looking at those things.  I think several of the points we made, good governance, transparency, improving security.  We recognize that some of the most attractive investment areas are in the gulf of Guinea.  The growth is there.  We recognize the trade and investment opportunities are there.  We recognize that Africa also plays a potentially important role in international organizations.  World trade organization, the United Nations, a lot of other things like that too, so there is the commitment and the resolve.  But we want to find more effective ways of engaging and we’re moving towards that I believe.  
Hope Masters:

Mr. Robertson, you mentioned in your statement about the Delta and here in the United States we get a lot of news about Delta.  Can you talk to us a little bit about how you view the relationship between the problems in the Delta and this notion of international energy security?

Peter Robertson:

I think it’s already been said what the growth looks like in the world, I mean for oil and gas requirements.  Oil demands are going to grow at something less than 1 ½ % a year. Over the years, gas demand is going to grow at something like 2% a year.  We start cranking all that out, these add up to very large numbers.  The supply situation today is pretty tight; a lot of investment being made; a lot of investments required.  And as Daukoru talked about where some of these investments are being made, but a lot of investments are required.  So we’ve got a very tight situation and in that kind of tight situation, insecurity of the Niger Delta becomes a very, it’s always an important issue, but it becomes an even more important issue and highlights in some ways the tightness in the market.  So when 4 or 500,000 barrels a day leave the market because of some incidents or because of insecurity in the Niger Delta, it’s an important increment in the world today and it shows.  The importance frankly of Nigerian production and it shows the importance of West African production and so I think the Niger Delta is very important in terms of energy security.  I think this, it was mentioned a few minutes ago this thing about the world being a village.  I mean this idea that sometimes gets discussed here with energy and independence in the United States is sort of the wrong term.  I mean the term we’ve been trying to use I think is sort of energy interdependence.  I mean we’re all dependent in many ways on each other.  We’ve got energy security for consuming countries.  I mentioned in my remarks, it’s about diversity of supply and energy security for producing countries, as equally but it’s about diversity of markets.  And I think we’re sort of all in this together.  And it’s a very difficult thing to suggest that we’re going to get our supply here or from here or somewhere else.  This is a fairly fungible commodity that moves around in the world market and when you take, we found out not very long ago what the impact of removing a million barrels a day in the Gulf of Mexico was.  You know we had a big hurricane and a significant amount, people might have said well a million barrels a day, what’s that.  Well we found out in short order what that is.  At half a million  barrels a day in the Niger Delta is very important, particularly in this, I mean it’s very important to the people of Nigeria, I mean that’s where it’s really important because there’s an enormous amount of money that is lost by not producing. But it’s very important in terms of the world supply and demand balance particularly when things are tight like they are right now.  So I think in this sort of interdependent world which we’re in, where we really do have to spend a lot of time worrying about these relationships between countries and relationships between producers and consumers and other things that have been said already, I think it’s very important.  I think the Niger Delta is just highlighted just because of the situation we’re in.  It’s highlighted just how important that is.  But you know the thing that’s even more important than that is the prospect for the future that has been described already in Nigeria and the prospects in the future that have been described in some of the projects in Nigeria and other countries, whether it be Sao Tome or Equatorial Guinea and all of the countries up and down the African West Coast there.  This is an important area and it’s a very important area for the energy security perspective and as I say relatively, what seems like a small amount in the Niger Delta, you can see the impact that it has when all of sudden it’s withdrawn.  
Hope Masters:

People can feel free to start forming lines at the microphones with your question.  Paulo from the development perspective, what are some good ideas, what are some key ideas you believe that we can use to translate the wealth from the energy sector into better lives for people in oil rich countries?

Paulo Gomes:
I think what I was trying to explain earlier is that it’s much cheaper to invest in terms of instructing the oil and gas then investing in stability of country.  It’s much more expensive.  And then people have to understand that.  I was giving you numbers that Africa may get something in the region of 200 billion dollars in the next 10 years.  This is a very conservative and rough numbers.  This will maybe require something to the region of 50 billion dollars in terms of investment.  But how much Africa need in term of development is much bigger.  Who will provide that resources that Mr. Daukoru was saying?  It will have to come through additional efforts from countries in term of mobilizing their resources, their domestic resources.  It will come from trade and it was mentioned in each of the diversification of the economy and that you need to have the African trade and sell.  But we know how the global market is protected.  We know that we haven’t moved really fast on that.  So Africa just need or just want to have a fair platform of trade and then people would see how African can be a novelty in getting their space.  But if people keep closing their markets in finding all sort of excuse from subsidies to others, it will be difficult for us to sell to others.  But until we reach that point I strongly believe that two major ideas will be very important.  The first one is that we need to design country by country a model that respond to local reality in term of managing there one resources.  You don’t need the model of one size fits all.  Equatorial Guinea needs to have his own way to manage his oil revenue with transparency and to make sure that resources go back to the community and poverty reduction.  The second idea is the regional integration model and there I believe that you need a combination of country resources but also a role that the international community and oil companies should play in teaming up with Africa in term of thinking on strategy for regional integration.  I strongly believe that is the way forward.  You cannot focus on an approach country by country to believe that it will generate enough economy of scale for Africa to make sense in term of trade.  Let me also remind people here that other countries are looking at Africa.  You know China.  You know India.  And they are potential partners.  I don’t call here for a fierce or bloody competition between the U.S. and Chinese and others.  I mean Africa should have interest only.  I don’t really believe on friendship and other things.  I believe that Africa should have the interest but it’s important to have a harmonized way where all these countries that are merging are coming to Africa to try to get their resources. And then I see a room here for a partnership within the different countries in finding new paradigm through regional integration for Africa’s transformation.

Hope Masters:

I think I’ll start with you.

Phillipe Duponte

Thank you very much.  Phillipe Duponte from Eurasia Group.  My question has to do with the coupling of oil bids with development projects, which is nothing new but it seems to be a trend which we’re seeing more and more of, particularly from the state owned oil companies from Asia and elsewhere.  How important is this trend?  How important is it for African development.  And also how important is it for the final decisions on who gets the oil bids, which is to say those companies often with state backing that can back up their offers with development assistance.

Dr. Edmund Daukoru:

I guess I have to take that.  They have a design that because over the years we realize that we’ve done business with major crude oil trading companies, major product supply companies, most definitely major energy and petroleum companies.  What happened was for them to expand the crude oil, whether they were joint venture producers or they were simply trading and not much was reinvested in the country.  And just as I said before, there is a limit you can play with the fiscal terms without frightening away investors.  We ask ourselves what is the way forward.  And we came to the realization that countries that were ready to partner with us in development deserved special consideration. And how did we design it?  We let it be known ahead of the round that certain blocks were on the first refusal basis for countries or for national oil companies as you call it, private companies not excluded, the fact that it turned out that those companies that offered to do downstream major infrastructure happened to be state owned companies was purely accidental.  So companies that were ready to undertake major infrastructure projects were given right of first refusal to certain blocks.  Known ahead of the round and be therefore on that basis.  Those postings high bids, they’re not the first right of first refusal company themselves.  It was other bidders who hoped thereby to frustrate the design.  It turned out that out of the sense of sincerity, these companies were quite ready to match those high bids that are posted but none first refusal bidders.  These experiences we have had with the Koreans.  The Indians have also gone the same way, but in the next round we are designing, we have let it be known that companies already operating in Nigeria are equally opened to undertake to do projects with us.  And I’m hearing for the first time some interesting noises coming that some of them may just might be interested to go that way, to be involved let’s say in major gas distribution, back bone projects.  In par generation projects that so far had only been half heartedly committed to the existing major operators.  Basically we’re using what we have to get what we sorely need.  And if this is the catalyst that is required, we’re going to bring it. But the process is opened, transparent, independent, private, major as well as state owned companies, everybody is welcome to make a proposal.  We have a clear development blue print.  Anybody can take a slice of that and say I’d like to do that.  Consider me for right of first refusal and we’d most happily do it.  That is not a free for all, oil block does not walk away.  There are certain milestones.  Downstream projects do not progress as planned, government reserve the right to revoke the blocks.  And they’ve signed on the dotted line to say this is the case.  If we don’t make progress down stream, government reserves the right to revoke the block and put it in the basket for a future tender.  This is the way that we have designed it.  
Peter Robertson:
You know I think these to answer your questions are very important.  I think the minister just said the same thing.  They’re very important.  There are many national companies and international oil companies that are prepared to offer a variety of things to get access to resources and access to resources getting harder and harder for us folks that are looking for them.  And the folks that own them, own them and they’re entitled to ask whatever they want.  And they’ve got to find people that come to them with a package that makes sense to them.  In some cases I think the international traditional model where the international majors will bring some technology or will bring some capability that’s not available in other places.  The minister talked about we’re pursuing a project right now in the Gulf of Mexico that’s in 10,000 feet of water, which is pretty close to 3,000 meters.  Not everybody can do that.  And so there’ll be some things that require I think for some time to come the technology that a particular company can bring.  But I think the role of the international majors in some ways going forward is going to be in a very highly technical areas and then in the complex technical areas of extra heavy oil, gas to liquids.  There are many different kinds of things that are going to be required in this energy equation of the future, so I think we’re still going to bring a lot of these gas projects requiring infrastructure.  I mean in Nigeria we’re building the West Africa Gas Pipe Line which is a regional project which goes as was described across four countries.  We’re building a gas to liquids project that is a huge infrastructure project in the Niger Delta where we’re involved in an L and G project which is a huge infrastructure, a project in the Niger Delta.  But other countries and other governments are going to be able to bring things that we can’t compete with and that’s the way the world is.  You compete and the resource owner gets to choose what he wants.  And I think that all of these things are going to be part of the future here but infrastructure projects clearly are going to be a part, it’s going to be something that some parties can bid that others can’t.  

Dr. Edmund Daukoru:

If I may comment here.  The portfolio is varied.  It is huge.  It is not the entire portfolio that we are packaging this way.  Its a few selected blocks so we still have an interesting portfolio for those who do not wish to go the developmental route.  We do fully appreciate the contribution of major salvage in Nigeria.  I never meant to come across that we do not appreciate the value of technology, the value of know-how, the value of capital that come from our traditional partners.  We’ve designed it the way we did, focusing only on a few blocks out of a large portfolio.  There will be plenty of room for other players.  

Hope Masters:
I just received a note that we have ten minutes left so I’m going to ask everyone to make your questions brief and non-compounded.  

Angelique Weeks:
Thank you, I’m Angelique Weeks.  I’m here in my individual capacity.  But I previously worked for an ignescent MP 500 energy company in the utilities sector.  And I focus on renewables, distributed energy in particular.  So I have an interest there.  But my pointed question is with regard to Liberia.  Somebody mentioned in passing, one of the panelist.  I have heard that Liberia has tremendous reserves and its reserve can meet the needs of a large demand.  What can you all tell us about Liberia’s oil reserves, the potential for it, when it can be tapped, and how the U.S. might, I know it’s compounded, but it’s really a pointed question.
Hope Masters:

Yes.  We’re just trying to get as many questions in as we can.

Dr. Edmund Daukoru:

I can report briefly on that.  I happened to be in Liberia, moreover just a few days before I came out on this journey and I will discuss with your people out there in Myopia how to design an effective round.  The blocks look interesting but it’s a long way from say you have huge reserves.  You have huge potential but they do not yet translate into reserves.  After they should cast their net wide, given the quality of the blocks I’m very sure if you cast the net wide, you’re going to attract a good interest.

Alec Bah:
Alec Bah from Columbus State, teach physics, engineering physics.  Mr. Gomes you mentioned that security for the suppliers and the buyers are the two sides of the same coin so if we keep that coin and look at the stability at the local level, you’re not going to have stability if you have poverty, so my question is this.  In the regional integration model, how do you see any partnership between the private companies, the buyers and local endues to make sure we have the stability?

Paulo Gomes:

Well one example is the West Africa Gas Pipeline.  It’s a good initiative.  The bank also has been indirectly involved.  On that we are trying to support some of the countries from Nigeria to Ghana in term of the regulatory framework in term of energy, power.  But we need to have a stronger framework where most of these confer by these companies will really be involved with countries in term of the strategy and position themselves for more growth and investment.  It’s a good example but I think we need to scallop those kinds of investment.  And NGO have perfectly I believe a role, an important role to play also in term of empowering the society and dealing with the private sector at the level of small and medium enterprise, which is the key driver in term of growth.  So I think the model as I said, it should not be a one size fits all.  But there’s definitely a role for a partnership with several players and this is not rocket science but a comprehensive approach in development, very complex.  And even an institution like the World Bank who is not standing and say that they have a solution for that.  Otherwise, the chat tank which is a very complex one from where we are now.  But you need to involve NGO’s small and medium enterprise, multi-national in this process of development.

Hope Masers:

I believe there is a question over, yes sir.

Jim Epstophia:
Thank you.  Jim Epstophia with Bloomberg News.  Mr. Daukoru, turning to the current situation, is it your view that the recent up term in militant activity is related to the upcoming election in your country and do you foresee this level of disturbance throughout 2006?

Dr. Edmund Daukoru:

I wouldn’t directly link it to the upcoming elections.  Some of it had to do with the long drawn out conflict between I would say the tribal conflict between and Itsekiri and Ijaw in that part of the Delta, that two of the dominant groups that are part of the Delta.  It lead to an accumulation of arms which after the conflict was over were turned in support of the illegal bunkering business.  And once this kind of thing starts it’s very difficult to have it curtailed.  It’s only coincidental that elections around the corner.  But it’s just a group of people who have gotten used to living off the proceeds of illegal bunkering.  It’s self supported by the accumulation of arms meant for intra-tribal conflicts but they were not reigned in at the end when the conflict was resolved.  And instrument that part of the delta an incubation ground from which few numbers of them get across to the other end of the delta to portray illegal activities.  A good element of it is purely criminal and can only be dealt with good, good policing.  Some part of it is riding on the sentiment of lack of development.  But there’s a good part of it by people who have just gotten used to living off the illegal proceeds of bunkering.  That aspect has to be handled through firm policing, with due regards for human rights so that innocent people are not neglectfully harmed.
Hope Masters:

Yes M’am.
Merci Bougelon Unyankin:
My name is Merci Bougelon Unyankin.  I am an educator with New York City Department of Education and I’m also the President of Lady May’s Foundation, which is an initiative that brings education and awareness of HIV Aids to the youth in Nigeria, in Imustate and Umbrastate.  My question is more of a domestic one.  I would like the distinguished delegate from Nigeria to please shed I would say more light in case I missed anything.  I want to know what the efforts are, what infrastructures you’re building in Nigeria to stabilize the use of energy in the homeland, being that most of the time people are living in darkness and I mean literally in darkness.  So I would like to know what is being done in the country, especially in those rural area where we service the youth in high school and they don’t have electricity.  I would like to know.
Dr. Edmund Daukoru:

Currently we have a nationally installed electricity capacity of 4000 megawatts per day for a population of 120 million some who live in at 150.  We realize that is totally inadequate.  There is a new target of 10,000 megawatts for electricity.  How do we get that?  It will be primarily from combined cycle thermal generation using gas.  Currently there are seven stations on plan by the government.  The operating companies to name Shell and Agip to extent I believe also Total Elf.  I also am backed on programs of their own.  All this would make a big contribution.  Hydro is going to have to come in.   Existing ones are going to be reinstated and new ones.  But the main thrust is from thermal.  Part of the packages we are giving out in the oil bidding round involves power generation.  The Korean package we put together involves the generation of 2,250 megawatts of electricity.  The Chinese have also promised about 2000 megawatts of electricity.  So increasingly electricity is featuring in the oil block packaging process.  With all this, within the next I would say three to four years, we hope we can hit the target.  Getting gas supplies through these schemes at the same time, keeping dates with energy programs is proving challenging.  Most of the gas is coming from associated sources which as regarded treated and sent on to the plants.  To have enough of that to cater for the power projects as well as for energy is proving challenging.  We have not really done focused non-associated gas aspiration.  There, there are also regulatory and policy aspects that need to be addressed to stimulate that aspect of it.  So in the short term leading to 2008, there would be some tightness in gas supplies, both for power and for energy purposes.  So we are going to go through that patch.  But once we are over that, I think a thermal power generation is going to a model team and we are confident that that initial target of 10,000 will be met.  
Hope Masters:

We just have time for one more question. I’m sorry.  Time just ran away from us this evening.

Philippe Valdez:
Thank you.  Philippe Valdez, Development Alternatives.  My question relates to the issue of local content in Nigeria.  I would like to know what the status of the local content bill is that is currently before the assembly, if it’s been passed and if any other pieces of legislation on local content are currently in place in Nigeria?

Dr. Edmund Daukoru:

The village was court between two extremes.  Either it was so generalized that it was worthless and would only provide an escape which means that people inclined to go with the aspiration would simply say yes but have met the legal requirements.  Or it was so detailed that it would not be in line with current experience. That is it would be ahead of current experience because we not really put it into practice.  We put the current local content level at about 25% and we’re aiming initially at 40%.  So my own view was for us to first of all go the regulatory executive order route rather than to start legislating.  If we legislature then you would be caught between these two extremes.  And it is so loose and only provide an excuse because there’s a lot of loop holes in it or it would be ahead of actual on ground experience.  So we say let us work with the regulations, in due time we then codify.  It is easier to codify after you work with something as to the regulatory rules.  But also second realization was that it was not only the oil sector.  Other sectors were equally unable to increase in local content.  There are vast areas in say even transportation if you simply take transportation.  A lot of interests simply bought in from the outside.  I believe these wagons are not made in Nigeria.  Therefore we imported them.  There’s no reason why we cannot assemble wagons in Nigeria.  It’s really a standard.  So the bill realized that it was not only the oil sector that should be targeted, should be generalized, so that is the state it is, to make it generalized at the same time but specifically for the oil sector to allow time for experience to begin before we start codification.
Hope Masters:

Thank you.  Thank you Dr. Daukoru for joining this evening.  We’re very, very honored to have you here.  Thank you very much.

Dr. Edmund Daukoru:

Thank you very much.

Hope Masters:
Thank you Peter Robertson.  Thank you George Person.  Thank you Paulo Gomes.  Thank you everyone.  I hope to see in Abuja in July.  Thank you.
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