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1. Purpose

1.1To present to the Executive Council a set of owdriag policy statements with the intent
of managing hydrocarbon development in the Falklatahds

2. Recommendations

2.11t is recommended that MLAs adopt the followingip@s (further details contained in
the Annex to this paper):

1.

Hydrocarbons in Falkland Islands waters belondpéogeople of the Falkland Islands and
their exploitation must be to the benefit of theple of the Falkland Islands, both those of
today and future generations.

The Falkland Islands Government will maintain canssupervision and control over all
hydrocarbon activities within the Falkland Islamdissignated Area.

Petroleum discoveries must be efficiently managetexploited to maximise economic
recovery and to ensure the development of a lomg-tedustry presence that will benefit the
Islands for decades to come.

Development of the hydrocarbons industry must enthe protection and conservation of the
Falkland Island’s environment and biodiversity.

Development of the hydrocarbons industry must tat@consideration existing commercial
activity and promote the development of local bessicapacity.

The exploitation of finite natural resources will bsed to develop lasting benefits to society
across the whole of the Falkland Islands.

Transparency and accountability must be preseatigfirout the hydrocarbon development
process from all parties involved.




8. The Falkland Islands will only consider onshoretogdrbon facilities if they are considered
to be in the best interests of the Falkland Islaadd can be proven to satisfy all of the above
policy goals.

3. Summary of Financial Implications

3.1 None

4. Background

4.1 When preparing for the windfalls of a developinglfocarbon industry it is good practice

to develop a set of rules or policies to guide sieai making by all parties involved.
These are intended to provide guidance for all igmrthat will be affected by
hydrocarbons development — the people of the Fadklalands, the local private sector,
oil companies and their supply chains — as to tbee@Biment’s expectations regarding
hydrocarbon development in the Islands. The mogionant purpose of this policy
statement is to provide clarity on the purpose yafrbcarbon development and on how
the implications of developments will be managed.

4.2 The Norwegian Government successfully implementsardar approach in the form of

the “Ten Oil Commandments”, though the approachatss been adopted in many other
regimes around the world. The rationale behindNbewvegian approach was to ensure
that hydrocarbon activities benefit the countryhia present and the future. It provides an
excellent example of how establishing clear andssbant policies from the outset can
encourage a successful and prosperous industing thenefit of an entire nation.

4.3Building on this experience and the conclusionshied through FIG’s oil readiness

programme, ExCo agreed that an overarching statesmemnld be prepared with respect
to FIG’s policy regarding the management of tharnds’ hydrocarbon reserves and the
expected benefits of their exploitation (see ExCA.3, Recommendation 1).

4.4 This paper suggests a series of policies that élidadhd Islands should consider adopting

5.

for its own hydrocarbon management strategy. Thieips were discussed at the Mineral
Resources Committee held on™Duly 2013, with a recommendation from the
Committee that they be approved by ExCo.

Financial Implications

5.1 None

6.

Legal Implications

6.1 None

7.

Human Resour ces I mplications

7.1None



Falkland Islands Hydrocarbon Development Policy Statement

1) Hydrocarbons in Falkland Islands waters belong to the people of the Falkland Islands and their
exploitation must be to the benefit of the people of the Falkland Islands, both those of today
and future generations.

As set out in the Falkland Islands Constitutiony amatural resources found within the Falkland
Islands Territory belong to the people of the Faikl Islands. Therefore any exploitation of these
resources must be undertaken with the support efpople and managed in a way that their
exploitation benefits the Falkland Islands, itsreat population, and future generations. It is
important to consider future generations when degitlow to exploit natural resources — there is an
opportunity to ensure long-term benefits for tHarids arising from the significant wealth that viaidl
generated from the exploitation of Falkland’s hy@ndoon reserves.

2) The Falkland Islands Government will maintain constant supervision and control over all
hydrocarbon activities within the Falkland Islands Designated Area.

It is important for the Falkland Islands to keeglase vigil on those who come to assist with the
exploration, extraction and all other processed tha industry brings. The Falkland Islands

Government (FIG) will maintain strict legal and wégtory controls over the industry, and such

controlsmay be different to those applied in the UK or othegimes. Experiences elsewhere in the
world have proven that poor regulation may leagdcial, economic and environmental problems that
would not be in the best interests of the Islardtsgeople and hence must be avoided.

3) Petroleum discoveries must be efficiently managed and exploited to maximise economic
recovery and to ensure the development of a long-term industry presence that will benefit the
Islands for decades to come.

We wish to ensure that the revenues from hydrocaeh@loitation flow for as long as possible to
ensure maximum benefit to the Islands and its gedpiis requires efficient management of reserves
from the outset.

4) Development of the hydrocarbons industry must ensure the protection and conservation of
the Falkland Island’s environment and biodiversity.

One of the Falkland Islands’ greatest assets entironment and biodiversity. Damage to, or Idss o
this feature would be a tragedy for the Islanddctviif serious enough could lead to a loss of iifignt
as a result of the key role of the natural envirentmn the lives of Falkland Islanders. Any detnmhe
to this feature could have significant adverseat$fen the Islands’ traditional industries (agriote,
fisheries and tourism) and this must be avoided.

5) Development of the hydrocarbons industry must take into consideration existing commercial
activity and promote the development of local business capacity.

Businesses involved in the hydrocarbons sectoremeired to adopt the Falkland Islands Code of
Practice with respect to local content and mustatetmate a commitment to local economic and
commercial development. Existing commercial ergitige expected to benefit from opportunities
arising in the sector and should be assisted t@®ldpvnew skills and expertise to expand local
capabilities.



6) The exploitation of finite natural resources will be used to develop lasting benefits to society
across the whole of the Falkland Islands.

Windfall revenues arising from the exploitation rdtural resources can be used to finance major
infrastructure projects that current revenues casnpport. These projects can provide long term

benefits for the people of the Falkland Islands @@nerations to come. The Falkland Islands

Government is committed to the establishment obeefign Wealth Fund to manage hydrocarbon

revenues, and such revenues will be used to etsugeterm benefits to the Islands. However, the

Falkland Islands Government will also seek to edhgfmanage the use of such revenues so as to
avoid damage the Falkland Islands way of life anthainage potentially harmful economic, social or

environmental consequences that may arise fromudgnt use of such revenues.

7) Transparency and accountability must be present throughout the hydrocarbon development
process from all parties involved.

The Falkland Islands Government is committed td ftensparency and accountability in the
management and administration of the Sovereign Wéalnd in order to prevent corruption and to
engender trust in the management of such reverilies. will be achieved by ensuring several layers
of accountability are built into the natural ressmimanagement mechanism.

Regular accounts will be published to documentipt@nd account for the use of revenues secured
from hydrocarbons exploitation, and specific rudesl regulations regarding use of monies within the
Sovereign Wealth Fund will be developed and pubtish

The Falkland Islands Government will require alldigcarbon companies with activity in the
Falklands to publish payments to the FalklandsntidaGovernment in respect of hydrocarbon
activity.

The people of the Falkland Islands will be encoadatp fully participate in events and consultation

on matters related to hydrocarbon development @ngdatential effects on society, the economy and
the environment. FIG will publish all relevant rasgh, policies and decisions made regarding the
sector.

8) The Falkland Islands will only consider onshore hydrocarbon facilities if they are considered to
be in the best interests of the Falkland Islands, and can be proven to satisfy all of the above
policy goals.

Onshore hydrocarbon related developments and stipgdacilities may be permitted if they are
considered to be in the national interest; if tbay demonstrably meet all other policy ambitiorts se
out in this document; and if they satisfy the ralevplanning and regulatory requirements.



