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H NTRODUCTION

Ms Phumzile M lambo-Ngcuka,
Minister of Minerals and Energy, South Africa

()
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MINISTER OF MINERALS AND ENERGY

Dear Fellow South Africans,

The future wellbeing of all South Africans depends on proactive steps being taken to ensure the economic
empowerment of those who have been historically disadvantaged. | believe that all thinking South Africans
accept the truth of this statement.

In terms of the White Paper on Energy Policy a key government policy objective in respect of the liquid
fuels industry is:

= “The sustainable presence, ownership or control by historically disadvantaged South Africans of
approximately a quarter of all facets of the liquid fuels industry, or plans to achieve this”.

The Charter entered into by the Government and the companies and industry associations that constitute the
South African liquid fuels industry represents a signal that here we have in South Africa an industry that
intends to focus its efforts on ensuring that this policy objective is achieved.

I quote from the Charter:

= “The signatories have developed the Charter to provide a framework for progressing the
empowerment of historically disadvantaged South Africans in the liquid fuels industry.

= The success of this program depends on the disposition of those who have responsibility
for managing the process.

< Member companies and Government therefore undertake to appoint to such positions managers who
will understand the spirit and background under which these policies were conceived in order to
create a supportive and enabling environment for business success.”

The last paragraph quoted is the key to success not only in respect of our mutual aims in the liquid fuels
industry, but in South Africa as a whole. We need to have in the key positions people who believe in the
democratic South Africa and wish to make it a success, and not those who feel more committed to our past.

I believe that the Charter, the process behind it and the commitment that it represents will be an example to
other industries. It is essential that the liquid fuels industry should not be alone in its efforts to bring about

meaningful and sustainable empowerment, or these efforts will wither in a sea of economic desolation brought
about by the inaction or obstructive efforts of others.

We in the liquid fuels industry are going to work hard to ensure that we attain our goal.

In this booklet we have recorded the highlights of the South African Liquid Fuels Summit which

was held at Caesars Gauteng on Thursday the 2nd of November 2000. In addition, a report of the
proceedings of the Summit is available upon request from the Chief Director: Hydrocarbons at the Department
of Minerals and Energy.

Yours sincerely

Phumzile Mlambo-Ngcuka
Minister of Minerals and Energy
—— One




ESSAGE
of support from the President of South Africa,

the Honour able Mr Thabo M beki
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THE PRESIDENCY: REPUBLIC OF SOUTH AFRICA
Private Bag X1000, Pretoria, 0001

SUMMIT ON THE LIQUID FUELS SECTOR - 2nd NOVEMBER 2000

| am sorry that | cannot be with you at this important Summit in the agenda of the petroleum sector
in South Africa. | have been briefed by Minister Phumzile Mlambo-Ngcuka on the progress achieved
and the work that lies ahead. The petroleum sector plays an important part in the economy of this
country and the daily lives of our people.

I wish to recognise the important role the Black companies, who are pioneers in this sector, played
during difficult times. We hope the barriers will continue to come down. | also recognise the
international companies for the investments and service they provide to this economy.

| congratulate you all for having covered a lot of ground since the release of the Government’s
policy on Energy.

I am happy that you will be able to take advantage of the globalisation process by taking your experiences
from elsewhere in other parts of the world and adapt them to meet local socio-economic challenges,
and in the process draw in the emerging companies into this global industry. This kind of collaboration
augurs well for the African Renaissance. Through such initiatives we have to ensure sustainable
development and protection of the environment.

I am encouraged that the international partners have made real progress up to identifying partners.
There is more work to be done, but if you continue in this manner, taking a balanced and consultative
approach, which takes into account interests of shareholders, employees, and broader developmental
issues, we will have a win-win scenario.

The issues of ownership and control are central in these discussions of Black Economic Empowerment;
| am encouraged that in this regard you will address issues of finance in a manner that will lead to
sustainable empowerment. As Government we remain committed to recognising this progress through
appropriate regulation and other support as we move forward.

An important contribution of this industry will be to share and transfer benefits of this industry with
all our people in the urban and rural areas, men and women, and to bring us closer to universal
access to energy.

Good Luck

T. Mbeki

President
Republic of South Africa
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ELCOMING ADDRESS
Ms Susan Shabangu,
Deputy Minister of Minerals and Ener gy,

Petroleum Industry Empowerment Summit
Johannesburg
2 November 2000

Ladies and Gentlemen

We are assembled here today to discuss the future of the South African liquid fuels industry and especially
the way it is owned and controlled and, more importantly, how changes in this regard may be effected.

While | am sure that there is no uncertainty about the importance of the industry, it may be useful to start off
with a brief overview of the industry, its contribution to the energy-economy, and its place in the economy
of our country.

In 1998 imported crude oil supplied 25,3% of total primary energy supply while petroleum products accounted
for 34% of total final energy demand in the country. The petroleum sector in many ways oils the wheels of
our economy. Our transport sector - road, rail and air - is almost exclusively based on liquid fuels.

A well-developed and sound petroleum sector is therefore of prime importance to our economy. It is therefore
to be expected that the liquid fuels industry represents one of the largest investment sectors in the economy
with the net present value of assets in the petroleum sector estimated at some R35-billion.

Crude oil is South Africa's single largest import item. The value of crude oil imports in 1999 was R12,8-billion.
For the period January to May 2000 the figure was already R8,1-billion and it can be expected that this will
probably more than double for the full year. We are of course painfully aware what the increased crude oil
costs have meant to the price of all refined petroleum products.

With four crude oil refineries and two synthetic fuel plants, producing liquid fuels from coal and natural gas
respectively, South Africa has a refining capacity of more than 660 000 barrels a day. There are currently
11 wholesale marketing companies with a turnover of more than R40-billion per year.

The industry as a whole is a major employer and it provides employment to more than 100 000 persons.
There are approximately 4900 service stations in the retail sector of the industry, providing employment
to an estimated 45 000 pump attendants.

As a result of the historical development of the industry and economic considerations the industry operates
within a unique regulatory framework. The major feature of this regulatory dispensation is price control in
respect of certain products, while it also deals with the import and export of crude oil and petroleum products
as well as specific market interventions. This regulatory regime has served the industry and the economy well
and has assisted in the establishment and maintenance of a well-managed and efficient industry.

Our challenge for the South African liquid fuels industry however remains an efficient and internationally
competitive industry, ensuring the stable and continued availability of quality petroleum products throughout
the country at reasonable and fair prices. There must also be an equitable balance between the interests of the
industry and that of consumers.

Also, as a result of the political history of our country with its harsh economic legacies its ownership structure
of the industry is such that, with one notable exception, it is in the hands of multinational or international
oil companies.

To be more specific, very little of the industry is in the hands of historically disadvantaged South Africans.
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A recent survey commissioned by the Department of Minerals and Energy indicated the following regarding
the participation in the industry by historically disadvantaged South Africans:

= At present Black companies own approximately 5,2% of the assets in the industry while only 3,2% of the
annual operating profits accrue to these companies;

= The acquisition of a 20% share in Petronas SA by World Wide Africa Investments represents the most
significant economic empowerment development in the industry. As a consequence of this acquisition,
it is expected that approximately 9% of the market will be controlled by companies in the hands of
historically disadvantaged South Africans; and

= Historically disadvantaged South Africans make up 33% of staff at director and management level, while
at non-management level the proportion is some 66%.

This brings me to the well-known and often quoted policy milestone and objective stated in the White Paper
on Energy Policy, namely:

= “The sustainable presence, ownership or control by historically disadvantaged South Africans of approximately
a quarter of all facets of the liquid fuels industry, or plans to achieve this”.

It is clear that we are far from achieving this goal and this Summit is all about achieving this milestone.

| trust that the deliberations, the commitments made, and the agreements achieved today will go a long way
in realizing this milestone. This industry has the chance to become a leader in empowerment and can establish
itself as a role model for other industries and sectors in our economy.

Ladies and gentlemen, this is an historical opportunity which we cannot let slip through our fingers - indeed,
we cannot afford to fail.

| trust that your deliberations will be productive and fruitful and that the outcomes of this meeting will go a
long way towards meeting Government’s objectives for this important and indeed crucial industry.

| thank you.
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EYNOTE ADDRESS
Ms Phumzile M lambo-Ngcuka,

Minister of Mineralsand Energy, South Africa

Petroleum Industry Empowerment Summit

Johannesburg

2 November 2000

Ladies and Gentlemen

Welcome to the Petroleum Industry Empowerment Summit.

Today we will focus broadly on the different aspects of the petroleum sector. It is an opportunity for us to
reflect on the health of the sector and its contribution to the nation's Integrated Energy Plan (IEP)

In our White Paper on Energy Policy published in 1998 the major challenges in respect of this sector were
identified as:

= Remaining internationally competitive

= Having a stable and continued supply of quality products nationwide

Safety and environment

Encouraging investments, including investments in petrochemicals

Extending ownership to historically disadvantaged South Africans (HDSA)
< Maintaining an efficient network of pipeline and storage infrastructure

These are the challenges that we hope you will touch on during the discussions today, because all of them
together give all of the players the enabling environment we need. The high performance of BP, Exel, Africa
Oil, Shell, Engen, Tepco, Caltex, Total or Sasol in South Africa is all dependant on an enabling environment
that Government, private sector and labour must contribute towards.

We as Government attach great importance to the fact that we have significant capacity to manufacture
essential refined products with imports only occurring to meet our minor shortages. We also value the
important contribution of our synfuels industry especially in respect of foreign exchange savings in these
times of high world oil prices. Retailers - the service station dealers - are an important part of this sector
whose challenges need our attention. We also seek your contribution to the petrol price debate. | urge you
to discuss these issues in your small groups later today.

As we face our challenges to diversify our energy sources in South Africa we must also focus on energy
efficiency and on the complementary use of different energy sources, especially in rural areas. The role of
liquid fuels alongside renewable sources of energy is of great interest to us.

Today we, in particular, take stock of one of our milestones in the White Paper, viz the sustainable presence,
ownership and control by HDSA in all facets of this industry, which must be valued at 25%. Thank you for
participating in this process and for assisting us take steps towards a more inclusive energy sector, thus
facilitating and sharing the advantages of globalisation and thereby giving our democracy meaning.

It is not often that people like you and me get an opportunity to make history. If we can accomplish here
today what | believe is possible (namely to design an agenda for a forward-looking liquid fuels industry),
we will have made history. This is the first Summit of this kind in the petroleum industry, and when we look
back in future years it will stand out like the important milestone that it is.

The great triumph of democracy which was marked by our first general election in 1994 was, as | am sure
we all knew at the time, only the political foundation of a new South Africa. If the new South Africa is to
walk on two legs then we all know the economic foundation is the other critical leg. And for this to happen
we have to change the way we do things.

WHY ARE WE HERE TODAY?

The uneven distribution of wealth in South Africa is unacceptable. That this distribution has a very high
correlation with race and gender is also unacceptable and is a recipe for ongoing problems in South Africa.
We have to do something about it. In my view, we do not really have a choice but to take a step such as the
one today is about.
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This Summit is taking place some six years after the first democratic election. It is my intention that it should
provide clearer steerage to a process of empowerment which began in some places in this industry even before
1994. The Exels, Tepcos and Zenexs provided a start.

We must praise this industry for some of the initiatives it took to facilitate Black participation for both
professionals and entrepreneurs when things were much harder and racism much harsher. These initiatives
were not perfect, but they opened the way. They gave us the courage and resolve to take the steps we are
taking today. Those first new entrants to the industry had to open the way for many more who are in it today.

GOVERNMENT'S STANCE

What has been Government's stance on achieving the milestone on empowerment since the White Paper was
issued? During the first year after the release of the White Paper on Energy Policy, Government essentially
took the view that the ball was in the oil industry's court and that Government should stand back, facilitate
where necessary, and allow the industry to apply its imagination and to begin to come up with

imaginative solutions.

Although Government, in private meetings, urged the industry to act, the industry may have assumed that
empowerment was not a priority for Government. If so, this was an incorrect assumption. The White Paper
is abundantly clear on this issue.

A few companies got on to a slow start. For our part, we made some changes to the regulatory dispensation
in consultation with the industry. For example, new service station sites were earmarked for Black oil
companies and permission to import was also extended to them. This could be seen more as levelling the
playing fields with the multinational oil companies.

When we reviewed progress in 1999, we were convinced the process was moving too slowly, and we decided
to push. The Black companies were urging us to proceed and some of the big players were also anxious about
certain regulatory matters. As the Deputy Minister has mentioned, we deemed that the time was right for
Government to become more active in this process.

So this year | announced in my budget speech that | would set up the Task Team that is reporting here today.
This Task Team included representatives of the established oil industry, the new entrants and Government.
One of the tangible outcomes from the Task Team process has been a Charter for the South African petroleum
and liquid fuels industry on Empowering Historically Disadvantaged South Africans in the Petroleum and
Liquid Fuels Industry.

One of the less tangible but nevertheless important outcomes has been the spirit of understanding that has
emerged among all participants. | commend you for that. We are starting to work together like real
South Africans!

This Task Team has set in motion a process which will significantly transform the landscape. While the
Charter is a broad commitment on the part of all parties, the document itself and the process have set the
basis for the specific commitments that have been made at company level. | shall come to these in a moment.
This Charter is a voluntary document which will be signed by Government and those oil companies which
feel that they can commit to it as a guideline for their conduct in the years ahead.

In parallel with the Task Team process | engaged, individually, with each of the major oil companies as well
as with the empowerment companies. In this process of engagement | have set out for them some guidelines
to assist them in understanding what Government is expecting. There is, to some extent, an overlap between
the Charter and the guidelines the Government has produced. This is not an accident. It is as it should be,
and | believe augurs well for the future. There are, however, areas which | hope the guidelines bring more
clarity to than was possible in the Charter.

Allow me to touch on a few of these guidelines.
OWNERSHIP AND CONTROL

The 25% ownership and control referred to in the White Paper means equity ownership in the entity that
holds the South African operating assets of the oil company. Ownership in a special project or joint venture
that is confined to a certain segment of the value chain will therefore not fulfil the ownership requirements
of the White Paper.

The sale and transfer of the 25% equity stake should be completed within a period of ten years, by which
time the 25% shareholding must vest with the HDSAs. The 1999 audited financial statements will be used
to guide Government's view on the size of the asset base of each company.

In addition, sustainable presence requires that skills development, employment equity, procurement and the
financing mechanisms (all of which can undermine sustainability) should be carefully considered by the
partnerships thus formed.
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FINANCING MECHANISM

The companies participating in this liquid fuels empowerment initiative are encouraged to facilitate the
financing of the empowerment deals. The focus should be on finding sources of finance, finance structures
and mechanisms which will ensure the sustainable presence of the HDSA groups.

In the event that the Black company opts to later sell a stake in an oil company acquired through this process,
it is Government's desire that such shares be ring-fenced and warehoused through a facility provided by, for
example, the Industrial Development Corporation or another similar institution.

HDSA SHAREHOLDERS

Industry is encouraged to ensure that the HDSA shareholders be as broad-based as possible, to include a
representative spread of large, small and stakeholder investors. Those HDSAs that obtain their shares through
this initiative should remain long-term investors in the industry. It is therefore important for the majority of
shares obtained in this manner to be in the hands of direct investors who, by definition, have “an interest
in gaining control of or meaningful say in the management of the enterprise” thus acquired.

Stakeholder investors (e.g. retail dealers, company employees) also form an important component of the
HDSA shareholder base due to their inherent involvement in the industry. We see employee shares schemes
as an important component and targeted investor group with a defined and tangible interest in the sector.

EMPLOYMENT EQUITY & SKILLS DEVELOPMENT

This broadening of participation in the sector must also target and benefit employees and professionals in a
very direct manner. The conditions and requirements of the Employment Equity Act and the Skills Development
Act will be considered as the base. A number of players in the industry have already identified their own
employment equity targets. These targets and the progress made towards meeting the targets will form part
of the annual industry review that is undertaken by the Department.

This, in my view, must also be aimed at enhancing productivity and harnessing the best intellectual capital
from the targeted group. Not entitlement, honours will have to be earned of course. In the core areas of the
companies, the size of budget controlled and responsibility will help us see how much progress has been
achieved.

PROCUREMENT

At least one quarter of oil companies' procurement expenditure must be earmarked for HDSA suppliers. This
makes broader BEE and SME development possible. The Department will endeavour to ensure that Government's
procurement of liquid fuels and related products and services is given a more systematic approach.

Further the government will work with the industry to develop a viable supplier support programme, which
will draw from other government institutions (e.g. Ntsika TAC, CSIR and SABS-SME Support and Khula).
These aspects must not compromise quality and standards, on-time deliveries and appropriate quantities. It
is a big and exciting challenge, but a worthwhile exercise.

MONITORING AND MEASUREMENT

In January of each year the Department intends to publish a report on the status or progress of each company
on each of the components in the guidelines and those that are indicated in the Liquid Fuels Industry Charter.
The Government will also report on its side of the bargain and commitments we will be making from time
to time.

As a result of my discussions with the oil companies, each of them have shared with me their confidential
plans and what they intend to do. | am not going to break any confidences here but | would like to share with
you an overall picture of the commitments given. All of the companies have to present their plans on each
of the guidelines. | also met with some, though not all, of the partners to gauge their views and their concerns.

COMPANY COMMITMENTS
All six major oil companies have shared their plans with me. Most of them have initiated negotiations with

potential empowerment partners. More than half of the companies have indicated that they have offered
equity stakes of about 25% to the groups that they are currently negotiating with.
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It is public information that Engen has in fact already signed a deal with its partner, Worldwide Africa
Investments, thus making it a 20% shareholder in the company. | want to thank Engen and Petronas for having
led in taking the bold step when they sold equity to Worldwide. Their initiative paved the way. | would also
like to say a word of appreciation on the Vukani Petroleum and Energy Institute, another important
initiative of Engen.

We also have one company whose indicated target for HDSA equity participation is 30%. This, in our view,
confirms industry's commitment to meaningful results from this process. | thank all the companies for the
many hours of work and debates with their Head Offices, and the robust and active role of Black companies
who have engaged in the process.

The issue of operational access and control has largely been addressed in the form of joint venture partnerships
(JVs) between the majors and the empowerment groups. The JVs are largely concentrated in the wholesale
and retail part of the value chain. Most of the JVs represent Black ownership of more than 50%.

More than half of the companies indicate that they already have a 25% representation of HDSA dealers in
their retail networks. One company intends to lift the HDSA-dealerships to 38% of their retail outlets by
2004, and another intends to reach 40% by the end of 2001. All of this is work in progress, good for building
deeper relations.

It was indicated in the guidelines that Government expects the oil majors to assist their new partners mobilise
the finances needed to effect the deals or at least agree on a structure that will enable the Black Economic
Empowerment (BEE) group to eventually pay off the liability assumed due to the deal. Indeed most companies
have indicated their willingness to assist in the structuring and mobilizing finances.

They have also called on Government to assist. The Industrial Development Corporation (IDC) is already
involved with supporting franchised schemes involving a few of the oil companies and dealers. We are now
exploring other schemes, for example the Department of Trade and Industry (DTI) schemes. We have also
approached International Finance Corporation (IFC), and they are here today; they are also in a position to
look at applicants when they are presented with applications.

It was agreed in the bilateral discussions that at least 25% of each company's total procurement or outsourcing
should be sourced from BEE groups.

GOVERNMENT'S RESPONSE TO COMPANY COMMITMENTS

We have had some pleasant surprises. There have also been some disappointments. We await more substantial
submissions where we still have gaps, and that has been communicated to the companies concerned.

Is there more to do? Certainly there is. Moving from the indicative offers to real negotiations and deal-making.
Over the coming few months, as the oil companies take the Charter on board and refine their ideas, we will
see a clearer path forward. When the negotiations are done, signed and sealed, we will then proceed with
implementation.

I can imagine some of you being concerned that it is very well for oil companies to give promises, but will
they keep them? And is Government just going to rely on the oil industry promises? What will Government
do to take this process to its logical conclusion? Government has introduced annual progress reports

(in January of each year) to track the progress in empowerment. | will be watching those carefully and, if and
when it should become necessary, | will deploy incentives and sanctions.

Following this Summit we will ensure we have clarified all of the questions we may still have on the offers
that are on the table. We will, on our side, start the preparations for extending the wholesale margins to
gualifying companies. We certainly will look at more such instruments and we would like to start hearing
your suggestions on the matter at this afternoon's workshops.

With regard to the regulatory dispensation, the White Paper makes it clear that we are going to maintain a
regulatory environment particularly in respect of preservation of employment opportunities on the forecourts
and small business. There are, of course, the other milestones set out in the White Paper which must also
be considered. These deal with:

= The marketing of the production from the synfuels industry. This seems to be resolving itself.

= The promulgation of necessary legislation. For example, we are currently drafting a Pipelines Bill to govern
the petroleum pipelines industry.

= The retail sector and how it will be governed in future.

Today we begin to take those discussions further with you.
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The Petroleum Products Act gives us some powers, which will be our starting point. A copy of the Act will
be circulated for your convenience. The previous Government used it very vigorously and to great effect.
Although it was perhaps drafted with the very opposite of empowerment in mind, it can nevertheless perhaps
be used for the task at hand. Because it is my wish to make real progress in this matter both for BEE and for
the advantage of the majors, | will use the carrot-and-stick approach within the parameters of the Petroleum
Products Act.

THE WAY FORWARD

Let me now turn to the way forward. Following this Summit | expect the following activities to take place:

The Task Team has a number of actions to follow up and complete.

My discussions with some of the individual oil companies will need to be rounded off.

The implementation of the Charter will need to be monitored and refinements made if necessary in the
light of practical experience.

The Department will publish an annual progress report.

The private sector will get down to or carry on with the hard business of negotiating deals.

We must also take account of new developments, such as the oil price. Some analysts tell me that the world
has moved into a new dimension or what they call the “high oil price scenario”. Time will tell if they are
correct or not. Nevertheless, this is an important issue for an oil-importing country like South Africa.

Government is very concerned about the impact that the high oil price is having on the poor. This is felt mainly
through the paraffin and the LPG prices. Certainly the basic price of paraffin is currently higher than that of
petrol in many places in the world. Government does not tax paraffin in the same way that it taxes petrol. Also
Government does not regulate the prices of paraffin or LPG. We are busy re-looking at these things to try and
do something for the poor who depend on paraffin in their daily lives.

Overall the key to successful governance in this sector is timing; having the appropriate regulatory dispensation
for the time, making the changes at the right time. This is something that almost everybody has an opinion
about. Unfortunately for me, you all tend to hold quite different opinions! So Government is left to make the
judgement calls. This is not easy. It is certainly not easy to please all the people all the time. Nevertheless,
Government has the advantage of vast amounts of information from across a wide front with which to inform
itself, and it will do its best to make the best decisions for South Africa.

I would like to thank the members of the Task Team for all their work, and to thank the different principals
in the South African Petroleum Industry Association (SAPIA) and African Minerals and Energy Forum (AMEF)
for the support and hard work. In particular, | would like to thank Maurice Radebe from AMEF and the
chairperson of SAPIA, Errol Marshall, for the valuable contribution and attention they gave to this initiative.
I also thank Errol Marshall for the work he has put into ensuring that Shell will change into an
empowerment-compliant company, together with the majority of the oil companies.

Thanks also to the Director of SAPIA, Colin McClelland, for his help. Thanks to the Department of Minerals
and Energy (DME), the Central Energy Fund (CEF) and the National Electricity Regulator (NER) for assisting
us with the coordination of today's activities. Finally, a special word of thanks to Busi Mabuza and Mputumi
Damane who were deployed to assist our short-staffed DME personnel in order to ensure we could cope with
the process which has given us this product.

Thank you.
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ESPONSE

Mr Moses Moloele, Chairperson of the African
Mineralsand Energy Forum

Petroleum Industry Empowerment Summit
Johannesburg
2 November 2000

Honourable Minister of Minerals and Energy, Ms Phumzile Mlambo-Ngcuka
Honourable Deputy Minister of Minerals and Energy, Ms Susan Shabangu
Director General of Minerals and Energy, Advocate Sandile Nogxina

Deputy Director General of Minerals and Energy, Mr Smunda Mokoena
Captains of the Oil Industry

Master of Ceremonies

I am proud to state that AMEF:

= |Initiated the process of transforming the oil industry in 1997.

= Influenced the drafting of the Energy White Paper.

= Ensured that the milestone, the 25% Black Economic Empowerment throughout the value chain of the
oil industry, was included in the White Paper in 1998.

< Have been lobbying and negotiating with SAPIA for the last two years, though very little progress has
been made.

We are grateful to the Minister of Minerals and Energy for initiating the Task Team earlier this year and
we support that initiative.

The work of the Task Team covered the following topics: employment equity, capacity building,
procurement, ownership, financing and regulatory framework.

AMEF has actively participated in all of the Task Team workshops.

The outcome of the Task Team is two-fold:

Firstly, the Charter which is the product of multi-lateral talks;

Secondly, the concrete plans to deliver the 25% target were discussed by the Minister and CEOs of oil
companies on bilateral bases.

< AMEF welcomes the Charter because it reflects the principles and values that will govern the
transformation process.

= AMEEF is prepared to be a signatory of the Charter and we congratulate the Minister for facilitating the
achievement of this Charter.

< AMEF is disappointed that the concrete plans have not been delivered to date. Examples of Shell/BP,
for the empowerment of the Afrikaner, creating Trek Petroleum has not been demonstrated by either
of those companies in trying to create Black empowerment.

< AMEF is concerned that the time frame indicated in the media of 10 years is too long and it will lead
to complacency and promote a treadmill attitude by multinationals.

< AMEF believes that this Summit will map a way forward which will lead to the achievement of the 25%
target in 5 years. The process must lead to action and not become a talk shop.

On this note | would like to thank all those who contributed toward the formation of the Summit. More
especially we thank the Minister, her Deputy Minister, the Director General and their teams.

Thank you.
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ESPONSE
Mr Errol Marshall, Chairperson of the

South African Petroleum Industry Association

Petroleum Industry Empowerment Summit
Johannesburg
2 November 2000

Madam Minister

Ministers, Directors General, Dignatories
Ladies and Gentlemen

Colleagues

It is indeed a great honour for me to address this Summit today on behalf of the South African Petroleum
Industry Association and its members.

The Summit is a landmark event in a process that started in April 1994 when our first democratic elections
were held, and which took shape with the publication in December 1998 of the Government's White Paper
on Energy Policy.

The Summit also takes place at a time when the oil industry is facing major global challenges. The decline
in world oil prices from 1996 till 1999, followed by the increases over the last eighteen months have tested
the resilience of the industry to its extremes. The companies making up the industry have responded by
mega-mergers in the search for the scale needed to meet the challenge of volatility.

The Economist magazine has recently highlighted the need for size in this game, and pointed out that this is
very much in the interests of consumers. World oil prices are quoted in US $, meaning that in countries such
as South Africa and "Euroland"” the strong dollar adds to the local price pressures.

Returning to the White Paper, this document sets out Government's objectives and priorities for energy policy.
These objectives included:

= Increasing access to affordable energy services for disadvantaged households, small businesses and
farms and community services.

= Improving energy governance.

Stimulating economic development.

= Managing energy-related environmental and health impacts.

= Securing supply through diversity.

In the section of the White Paper dealing with the liquid fuels industry (LFI) Government made it clear
that it was its goal that the industry should ultimately be less regulated. This would happen when
certain “milestones” had been met.

One of these milestones is:

= “The sustainable presence, ownership or control by historically disadvantaged South Africans of approximately
a quarter of all facets of the liquid fuels industry, or plans to achieve this.”

This is why we are here today.

SAPIA and its members recognise the crucial importance of Black Economic Empowerment (BEE) to the future
well-being of all South Africans. If South Africa is to have a future as a functional society there has to be
meaningful BEE across all parts of the economy.

Today is about the action that the LFI is going to take to make the milestone referred to above a reality.

BEE is to me a wider topic than ownership in the industry. It is also about capacity building, employment
equity and empowering people at grassroots level by providing education and thus helping them to help
themselves. Ultimately we need to emerge from this transformation into a normal society which will serve
as a foundation for social stability and economic growth. These aspirations are reflected in what we are
trying to do.
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The SAPIA member companies have, through their social responsibility programmes, also been extensively
involved in assisting disadvantaged communities. Their efforts have focused on education, job creation and
small business development.

A LOT HAS ALREADY BEEN DONE

Turning to the main issue of today, a lot has already been done, some even before the White Paper
was published. Allow me the opportunity to list some of what has been done:

= All new Ratplan quotas since 1998 have been ceded to the HDSA companies.

= Supply and distribution services have been made available to the HDSA companies.
= Refinery processing agreements have been entered into.

= Import regulations changed to empower the HDSA companies.

= A 20% stake in a member company, Engen, has been sold to an HDSA group.

= Two members, Sasol and Engen, have minority stakes in HDSA companies which they are
helping to grow.

= Various actions have been taken to assist an independent HDSA company in terms of making
it possible for it to meet its obligations under the Supply Agreements.

The above constitutes an achievement of about a third of the 25% target as we sit here.

We recognize the urgency of the issue and | am confident that deals will be done in the near and medium-
term future that will result in the 25% being reached well inside the 10-year target set by the Minister.

I should mention that in the past year Sasol and Tepco have joined SAPIA. Tepco's membership has had the
enormous advantage and challenge that important debates on BEE issues can now take place within SAPIA,
where members have a duty to listen carefully to each other rather than at a distance. This follows discussions
held with the Minister last year in which she called for a more representative association. SAPIA and AMEF
have also been exploring the practicalities of unifying into one industry association.

We would also welcome applications for membership from other companies involved in the marketing and/or
refining of petroleum products in South Africa.

THE CHARTER

Turning to the Charter, | want to thank all of those who have worked long and hard over the past year in the
process which has brought us to where we are today.

The Charter has the full support of SAPIA and all of its members. We intend to make its objectives turn into
reality. If | may touch on some of the substantive headings in the Charter and make some remarks:

PREAMBLE/INTERPRETATION

I merely want to confirm that SAPIA and its members accept the challenge of achieving the common goal of
a sustainable 25% ownership by HDSA groups in the liquid fuels industry.

SUPPORTIVE CULTURE

This, as | alluded to earlier is already being turned into a reality in numerous ways, such as the provision of
services to HDSA companies.

CAPACITY BUILDING

In many ways, such as the training and development of staff, the recent announcement of the Vukani initiative
and community programmes, this is already a key issue.
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