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Mr Chairman,
Honourable Ministers,
Distinguish Participants,
Ladies and Gentlemen,

On behalf of the Government of the Republic of Mozambique, and on my own behalf,
| would like to express my gratitude to the People and authorities of Sicily, as well as
to the Banco DI Sicilia European House Ambrosetti for inviting me and for the
hospitality accorded to me and my delegation, and for making this Forum happen
under the patronage of the Ministry of Economic Development, which provides an
excellent opportunity for all of us to share relevant information pertaining to the
business opportunities in Africa, for Europe, Italy and Sicily.

My intervention will be focused on the energy sector, as we face a global energy
crisis.

All countries, irrespective of their level of energy potential, particularly in terms of oil
and gas, must share common and individual responsibilities to overcome the
challenges facing the energy sector, including especially the issues related to
technology capabilities and transfer.

It is precisely the lack of investment support over the past few decades that caused
the current energy crisis characterized essentially by supply insecurity. Some of the
major challenges in this regard include:

Firstly, the insufficient power generation capacity to meet the rapidly growing
demand;

Secondly, the extremely low level of access to energy for business, basic services
and households, preventing the productive use of energy as a tool to fight poverty;

Thirdly, in spite of abundant energy resources, the overwhelming majority of the
population in African countries relies on low quality energy resources. Only 24% of
people in SSA have access to modern sources of energy. We need to change this!
According to the World Bank, Africa needs over 20BUSD a year to face the daunting
challenges in the energy sector. Even with this level of investment there would still
between 1.4 and 1.6 billion people without access to electricity on the Continent!

Allow me, at this point, to highlight the importance of regional energy projects aimed
at:

i. Increasing access to reliable and affordable energy supply;

ii. Promoting the productive use of energy, particularly in rural areas;

iii. Reversing environmental degradation;

iv.  Exploiting our abundant hydropower and solar energy potential;

V. Integrating transmission grids and pipelines to ease cross-border energy

flows.



In recognition of these facts, in Mozambique we are implementing a number of
important regional projects in both oil and gas, as well as in electrical power.

These are:

In Oil and Gas:

a. The Mozambique-Zimbabwe Pipeline Company, transporting liquid fuels
from the Port of Beira (Central Mozambique) to Zimbabwe, has been in
operation for decades;

b. The 800km Gas Pipeline, transporting natural gas from Temane (Southern
Mozambique) to Secunda in South Africa, which has been in operation
since 2004. A 1.200MUSD investment. The level of natural gas reserves
has increased from 1.9Tcf, in 2001, to 3.63Tcf, in 2007, as a result of
better evaluation of the Pande and Temane fields and new discoveries in
surrounding areas, which allows the increase of the capacity of the Central
Processing Facility (CPF) from 120MGJ to 183MGJ per year.

c. The 450km OQil Pipeline, from the Port of Maputo (Southern Mozambique)
to Witbank in South Africa, mainly for liquid fuels, currently under
implementation. A 500MUSD investment.

d. The 95,000m3 Oil Storage Tanks, at the Port of Beira (Central
Mozambique) implemented as a joint investment between the National Oil
Companies of Mozambique and Zimbabwe, has been in operation since
2006. A 30MUSD investment.

In Electricity:

The technical hydroelectric potential of Mozambique is estimated at
12.500MW. The largest portion of this hydropower potential is located on the
Zambezi River, the Cahora Bassa south bank is the only one being exploited,
commissioned in 1975, with an installed capacity of 2,075 MW, it is now
owned by Mozambique Government (85%) and Portugal (15%), since the
conclusion of its reversion process on the 27 November 2007.

Mozambique’s electricity sector is characterized by 2.300MW generation
capacity, of which 2.200MW is hydro, 6.572km of transmission lines, more
than 600.000 consumers (around 13% access to electricity, from 7% three
years ago), and 1.300MW peak load.

The top priority projects currently being promoted by the Government comprise the
following:

The Tete-Maputo 1,500km (765kV) transmission line, also known as the
North South Backbone Transmission Line (NSBT), with a total capacity of
over 9.000MW, to be developed in two phases as a PPP on a BOT basis.



Phase 1 with a total capacity of 3.000MW is divided into two sub-phases,
being sub-phase 1A based on an N-O criterion (single circuit) estimated at
1.830MUS$, and sub-phase 1B meeting the N-1 criterion (double circuit),
estimated at 512MUSS$, which brings the total cost of Phase 1 to 2.342MUS$.
The development of this backbone is justified by the fact that our southern
system (which includes the major load centers in and around Maputo City) is
not connected to the central and northern systems, which are interconnected.
All the power consumed in the south must transit by South Africa through the
existing Songo-Apollo HVDC transmission line or through the Songo-Bindura
HVAC transmission line (through Zimbabwe), which is a major inconvenience.

On the other hand, the other important load centers are located along the
coastal area, and they need to be fed by this backbone transmission line. It is
our top priority in terms of our cooperation with the World Bank and other
multilateral or bilateral development partners because, being a basic
infrastructure, our national electricity utility (EDM) must be the majority
shareholder (at least 51%), and the concessional financial assistance of the
Bank and other multilateral or bilateral development partners is critical for its
success. Up to 49% of shares in this Project are available for the participation
of the private sector, both domestic and foreign.

The Mozambique Transmission Company (MOTRACO), a tripartite joint
investment project consisting of construction of interconnection power lines
between South Africa, Swaziland and Mozambique. These lines are the
property of EDM (Mozambique), ESKOM (South Africa) and SEB (Swaziland).
It has been in successful operation since 2000. This is a 155MUSD
investment.

The Mozambique-Malawi Interconnector, a joint project being implemented by
the two countries, consisting of a construction of 200km transmission from the
Tete Substation (Mozambique) to Phombeya in Malawi to supply power from
HCB, with the possibility of its extension back into Mozambique to reinforce
the capacity of the northern power system. It is an investment of 93MUSD;

A number of IPPs to be developed as PPP, to be initiated between the end of
current year and 2009, with a view to meeting the growing power demand in
Mozambique and the deep and severe shortage of power in Southern Africa.
Our national electricity utility (EDM) participates in the development of these
Projects as a minority shareholder. They are regional projects by nature. The
joint generation capacity will be between 5,780MW and 6.030MW, and the
combined investment is estimated at 7.000 MUS$. Since none of them has
reached the financial close as yet, they remain open for the participation of
anyone who wishes to do so through the implementing consortia. Our task
today is to tell you that, considering the current situation and the prospects for
addressing the power shortage crisis in Southern Africa, all of them are very
good. These are:




. The Mphanda Nkuwa Hydroelectric Power Project, 60km downstream
of Cahora Bassa, with a total capacity of 2.400MW to be developed in
two phases. Phase |, with a total capacity of 1.500MW, is now being
implemented by a Consortium composed of Camargo Corréa (Brazil),
EDM (Mozambique), and Energia Capital (Mozambique), with which
the Government of Mozambique signed a Framework Agreement in
December 2007. Apart from power generation needed for power
intensive projects in Mozambique and for the mitigation of the energy
crisis in the region, it will also contribute to the management of the
Zambezi River hydrology through a better control of floods and
droughts. Its cost is estimated at 1.500 MUSS$.

. The Moatize Coal Fired Thermal Power Project, with a total capacity of
2.400MW to be developed in two phases, next to the site of the
Moatize Coal Mine Project. It will be using the coking coal that will
result from the exploration of the coal mines for power generation.
Phase | with a total capacity of 1.500MW is being implemented by a
Consortium composed of AES (USA), EDM (Mozambique), and
Whatana (Mozambique), with which the Government of Mozambique
signed a Framework Agreement in December 2007. Its cost is
estimated at 2.800 MUSS$;

. The Cahora Bassa North Bank Power Plant, with the total capacity of
1.250MW, to be constructed at the site of the existing Cahora Bassa
Hydropower Project facilities (Cahora Bassa South Bank) and will
comprise a development constructed almost wholly underground. The
focus of development will be a substantial power house cavern
complex. Its cost is estimated at 590 MUS$, for generation only. It is
expected to be a mid-merit power project; this project is under
feasibility study and will go on road show soon.

. The Combined Cycle Natural Gas Fired Thermal Power Project for
500-750MW in Maputo province with its cost estimated at 600MUSD.
The commissioning of this Project is expected to take place in early
2010.

. The Massingir Hydroelectric Project, with the total capacity of 256MW, to
be implemented in the existing Massingir dam, located in Gaza
Province, South of Mozambique. Negotiations of Concession Contract
are ongoing and the project will be developed as a PPP, on a BOT
basis. The developer is proceeding with contacts to establish the PPA
towards the financial close. The estimated cost is 38MUS$;

The Majawa Hydroelectric Plant, with the total capacity of 256MW, is
located in Zambézia Province (Central Mozambique), to be developed
as a PPP, on a BOT basis. The implementing Consortium is
elaborating the Joint Development Project. Its cost is estimated at 60
MUSS$;



g. The Lurio Hydroelectric Project, with the total capacity of 120MW, is
located in Cabo Delgado Province (Northern Mozambique). Its
feasibility study was completed in September 2007, and now is under
promotion to identify strategic partners to develop the project. Its cost is
estimated at 400 MUSS$;

h. Other Identified Hydroelectric Projects, include about 60 locations
where hydroelectric projects can be developed, in which
reconnaissance studies have been undertaken. Examples of these
locations include: the Malema, in Northern Mozambique, with a
potential for 60MW; Lupata (600MW) and Boroma (200MW), both on
the Zambezi River, downstream Mphanda Nkuwa, just to mention but a
few.

v. Institutional Support/Capacity Building and Rural Electrification — With a view
to being able to monitor the development of the abovementioned projects, as
well as the implementation of new and renewable energy projects (biofuels,
photovoltaic systems, wind power, and biomass), the Ministry of Energy
needs technical and financial support from multilateral or bilateral
development partners, including Sicily. Additional resources are also needed
to intensify rural electrification, considering that only 80 of the 128 district
headquarters have access to electricity (13% of the population), and the low
population density makes rural electrification an even more daunting
challenge.

Both developed and developing countries alike are equally affected by the negative
impact of GHG emissions; therefore, it is imperative and urgent to accelerate the
diversification of the energy matrix, with impact on energy security.

The renewable energy has been elected as the energy of the future, knowing that
they are clean energy and they will remain forever. Africa in general and
Mozambique in particular has a huge range of renewable energy which has been
used as alternative for rural electrification and other energy facilities, allowing the
access to modern energy, essentially through photovoltaic solar systems.

The priority goes to those areas which will not be reached by the national grid in the
short to medium run, and many rural schools and clinics are benefiting, including the
provision of water supply systems.

As far as the productive use of renewable energy is concerned, we are promoting
small scale hydropower dams throughout the country. With regard to wind power, we
have just started the necessary measurement in two provinces, and the results are
very encouraging, which opens another window of opportunity for business in power
generation in Mozambique.

Mozambique has an enormous potential for biofuels production, given its favourable
climate, land and water availability, and its strategic geographical location in
Southern Africa, a region that is implementing a Free Trade Area with more than 250
million consumers.



Free trade in the region will create a larger market, unleashing the potential for trade,
economic growth and development, through business and employment creation
opportunities. We expect to see a positive impact in terms of:
0 Increased domestic production;
Greater business opportunities;
Higher regional import and export;
Greater employment opportunities;
More private investment, both national and foreign; and
Creation of regional value chains.
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Our approach is based on four pillars:

i. Biofuels as a private sector business, with possibility of PPP;

ii. Inter-Institutional coordination, involving Government Ministries, Universities
and Research Institutions, as well as the civil society at large;

iii. The cooperation with development partners for assistance in investment
promotion, legal and regulatory design and institutional capacity-building;

iv.  The deployment of the Kyoto Protocol Mechanisms and other instruments, as
a contribution to the effective reduction of Green House Gas (GHG)
emissions;

The Government of Mozambique has already adopted regulation to introduce
gradual of blending of gasoline with ethanol and bio-diesel with fossil diesel, initially,
at 5 - 10% that is E5 and B10, respectively. A significant number of projects is now
under implementation in the country.

The major challenges are in terms of land allocation can be summarised as follows:

i. How to monitor the process in order to make sure that all the land allocated is
being used in accordance with the purpose it was requested for;

ii. How ensure an adequate balance between biofuels production and food
production, with a view to preventing the excessive development of single
crops (monocultures), and the occurrence of systemic food shortage and
chronic food insecurity;

ii. How to secure the sources and availability of fertilizers at affordable prices,
especially for the small and family-sized farmers, within the context of the
African Green Revolution;

The Government of Mozambique has undertaken a land mapping that gives an
indication of the land availability of about 7 million hectares, which can guide the
allocation process, knowing all challenges related to the issue.

All these positive results are based on the development of natural resource
opportunities that Mozambique offers. Such a growth path is being achieved
because the right policies are in place and other conditions are met like a consistent



and coherent program of reforms that are being implemented in Mozambique to
ensure macroeconomic stability and efficient fiscal management, public sector and
financial sector reforms, investment climate improvement, and the ongoing reform of
the judicial system.

Those reform measures have been strongly supported by positive political
developments, which led to the prevailing peace and political stability, consolidation
of democracy and democratic institutions, as well as the establishment and
functioning of an appropriate framework to fight corruption, with the involvement of
the civil society.

Our choice of model for Africa’s Growth is based upon the strengthening of public —
private partnerships and cooperation at different levels, as well as a joint
identification of alternative solutions to the challenges facing the energy sector in
Africa. We, therefore, favour the involvement of the private sector in public-private
partnerships (PPP), where:

i. The role of the private sector would be to raise the funding, secure the
investment and the running of the business; the number of projects | talked
about this morning speak for themselves, for they are all PPPs in varying
configurations;

ii. The public sector would play its facilitating role through the establishment of
an enabling environment and the regulatory framework.

In order to make this model work, we have a long tradition of dialogue and
permanent consultation with the private sector through its organisations, particularly
the Confederation of Business Associations (CTA). Since 1995, an annual private
sector conference takes place at our Capital City (Maputo), and between these
conferences, regional meetings take place in different provinces with the same
objective.

The CTA:

i. Is the formal channel between the Government and the private sector in
Mozambique;

ii. Advocates for better business environment;

iii. Lobbies to protect the private sector interests;

iv. Establishes business to business partnerships;

v. Promotes the business image of Mozambique abroad;

vi. Is the Mozambique business link;



CTA: Promoting Business Parinership
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104 Conferéncia Anual do Sector Privado
DESAFIOS DA INTEGRACAO REGIONAL DA SADC PARA MOCAMBIQUE
Maputo, Centro de Conferéncias Joaquim Chissano, 28 e 29 de Novembro de 200;
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Allow me to conclude by saying that Mozambique and Italy enjoy excellent
cooperation relationship that forms the basis for the development of economic
cooperation including the participation of the private sector.

To illustrate the existing cooperation, | am pleased to mention the existing
Memorandum of Understanding between the Ministry of Energy of Mozambique and
the Ministry of Environment of Land and Seas for institutional cooperation in the
context Global BioEnergy Partnership and also the recently signed Agreement by
Petromoc, our Petroleum Company and Moncada, a well known ltalian company
based in Sicilia for the promotion of Biofuel project in Mozambique, as a good
example of PPP between a Mozambican and Italian companies.

Now, a few points on why Mozambique is good for you:

i. A stable and favourable political climate, in which democratic institutions are
developing and consolidating continuously;

ii. Cordial and friendly relationships with its neighbours in the region, as well as
internationally;

iii. An investment-conducive legal and regulatory framework, and an increasingly
attractive energy market, as the region is running out of its generation surplus
capacity much earlier than anticipated;

iv. A relatively low cost of production factors (water, energy, labour, natural gas,
coal, just to mention but a few);

v. An open regime for business in the energy and natural resources sectors,
including agriculture, mining, oil and gas, energy, tourism, infrastructure
development;

vi. A friendly and hard-working population, as well as excellent natural conditions
for leisure and entertainment, including its famous hospitality, smile and
gastronomy.

Our final message is come and see us, once; come and see us again and again; if
you like us, you are free to come and stay with us; if you decide to come and stay
with us, come with your money and invest it in any of the areas which have been
defined in our priorities for the eradication of poverty in Mozambique.

| Thank You!





