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Abstract

East Asia is one othe three main economic bloskin the world. Association of
Southeast Asian Nations (ASEANpuntries- asNew Industrial Economie@NIES) -
and China as an emerging powerare promoting regional integrationThe pagr
examinesenergydevelopment and cooperatiaam importantcomponent of economic
collaboration, in this region. The paperoutlines the energyproductsin eight
ASEAN countries, presesithe details of ensyy exploration and production in them,
analyze the South China Sessue anddetaik the energy cooperation between those
countries and China.Based on thee factorsthe authorthensuggest that ASEAN
countriesandChinashouldcontinuetheir energycooperation on the one hgrahdon

the othersetup a multilateral framework (South China Sea Energy Development
Organization, SEDO}o tackle South China Sea disputesBy doing sq energy
resouces under the sea will be convertesdm being the source of dispuseto
becoming apositive factor for EasAsian integration. The paper also argues that
China, as amajor power in the regionhasa special responsibility in helgy smaller
neighbarring countries. As far asthe field of energy cooperation is concerned,
China besides making profitable energywestments in ASEAN countrieshould
increaseofficial development assistanc®DA) to help develop energgesourcesn

countriegthatlack hydrocarbon resourse
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Energy Development in ASEAN Countries and SinlASEAN Energy

Cooperation

Introduction

Both Chinaand ASEAN functionas active drivers of EastAsian integration.
Sincereachinganagreement omstablishing £hinaASEAN Free Tade Area during
the fifth ASEAN-China(10+1) Summitin 2001,economic relations betweéehe two
sides haveprogressed rapidlyeachinga tradesumUS$200 billion in 2008. Enagy
cooperation, a caponent of East Asian integration, developagidly on the one
handbut encounteredomeissueson the other. The South China Sea dispmuts the
main issuebetweenboth parties Energy ties betweenboth sideswill no doubt
continually develop However, maximising the positive aspecbf the energy
relationship,and minimising the negative aspect is a critical issue for China and
ASEAN member states.The authorcontributes to the field of study by evaluating energy
development in individual ASEAN countgeanalysing the results of energy cooperation,
highlighting issues and their implicationhe paper will be developdd four parts The
first part introduces energy resourceand productsn eight ASEAN countries;the
second descrés the details ofenegy exploration and production (E&R) these
eight countries especiallyenergy cooperation between China and eaclvidual
country, the third analyges the South China Sedalisputes; while the last portion
presers t he aondlukian rabddormula for future SinoASEAN energy

cooperationparticularlywith regard tahe South China Sefispute.
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1. Energy Resourcesand Productsin ASEAN Member Sates

Energy in this paperefers collectively to hydrocarbos nuclear power and
renewableenergy resourcefh e n ¢ e fewmewdbleg. @ut | will mainly focus on
oil, natural gas, coal, nuclear power, dnairoelectricityin this paper Otherforms
of energy are mentioned only in some casdsuclear power and renewables will be
analysed under thetopic of electricity, for they are almosdlwaysused for electricity
generation,

Energy resources in ASEAN member stadssa wholeare rich butunevenly
distributed For instance, Indonesia, Malaysia and Brunei export crudéutithe
others have to import oil rpducs and/or crude oil. Renewables such as
hydroelectricityandsolar energyvhile abundantareseriously underdevelopetle to

alack of technology antlnding

1.1 Oil Asthemainform of fossil fuel energy, oil take on an important role irthe
enaggy consumption of ASEAN countries.Crude oilhasbeendiscovered in somef
thesecountries;however theyack sufficientrefining capacies andthereforehave to
cooperate with foreign companiés oil refining. For instanceRoyal Dutch Shell
ownsthe sole refinery in Bruneiwhile many foreign oil refineries can be found in
Vietnam, Indonesia and MalaysiaSee Table 1 for the distribution of crude oill

reserves in the BEAN member countries and their refining capacities.




Table 1 Proven al reserve, production, consumption andefining capacity of ASEAN
countries in 2006

Proven
Proven
reserves Feserves Refining
British Oil and Gas Production Consumption Capacity
Journal Thbbl/ Thbl/
Petroleum Bbbl ( 9 ( 9 (Tbbl/d)
(Tbbl/d)
Brunei 1.1 1.100 221 10 9
Myanmar 0.050 175 57
Cambodia 0 0
Indonesia 4.3 4.300 1071 1031 993
Laos 0 0
Malaysia 4.2 3.000 747 499 545
Philippines 0.139 336 307 333
Singapore 0 853 1337
Thailand 0.5 0.290 286 926 729
Vietnam 3.3 0.600 367 276 0
Total 134 9.479 2692 3616 4003

Sources:

1) British Petroleumprovenreserve, production and consumptio®P Statistical Review of World

Energy June 20Q7p. 6-11

2) Oil and GasJournalproven reservs, refining capacitylnternational Energy Annual 20Q@vailable
at http://www.eia.doe.gov/emeu/international/oilother.html

3)Vi et nambs Epergy bhformationcAdministration (EIA)Mietham Country Analysis Brief
for 2006 Philipp i npeodiction:EIA Philippines Country Analysis Brigfor 2007.

4) My a npmductiéns Chinese Embassy in Myanmarailable ahttp://mm.mofcom.gov.cn.

55Brunei 6s c¢ on-A3BAN EXPO dfficial @dbsite, available at

http://www.caexpo.org/gh/news/special/shiyou/gaikuang/t20051007_51534.html
Note: Thbl/d refers to Thusand Barrels Per Day.




Proven oil reserves arenainly found in Brunei, Indonesia, Malaysia and Vietham.
I n d o i eilpiodudionexceeds the resbutits outputis 1071 thousand barrels per
day (Tobl/d), lower thanthe Organization of the Petroleum@Eo r t i ng Cou
(OPEQ productionquotaof 1400 Tobl/d. Comparedwith its low proven reserves,
Thailand has relatively highil production. Vi et namdés pr o geucentof on
its domestic demand. Before the first refinery startggroductionin February2009, it
hadto import crude oil and oil productidechnology Indonesia consumes mostitsf
own crude oil, but its refining capaciig unable to meettomestic demand. Malaysia
exports a smalproportionof crude oil and oil production.Tha | an d 6 s obtamf i n
40 per cent otheir crude oil locallyand this meetd0 per cenof the domestic demand
Singapore ighe Southeast Asian Energy hub36 per centof its oil production ges
abroad, though it doesot produce crude oil. ASEAN oountries as a whole produae
total of 2692 Tbbl/d, or 98.26 million barrels per year. It implies that the
Reservego-productionratio (R/P) is 1363 yeas in this region. Hence, it is possible
for the blocto sharply increaséhe supply of crude oilin the region byincreasing

produdion.

1.2 Natural gas More and more countries in the wodde focusing ofincreasinghe
usage ofnatural gasbecause natural gas produces more calorific value and less
greenhouse gasthan oil and coal. In addition proven natural gagseserve aremuch
higher than oil. Among ASEAN countries, Indonesia, Malaysia and Brunei are

exportes of natural gas. Further exploration may dramaticalboostthe natural gas




resenes in this region. Natural gas will gadually assuma centralrole in the field of

energy cooperation between ASEAN and other countries.

Table 2Proven natural @gas,production,consumption anaxport in ASEANountries

Proven reserves Production Consumption Export

(Tcf) (2005) (2005) (2005)

2006 2009 (Bcfly) (Bcfly) (Bcfly)
Brunei 13.800 13.800 406 83 323
Myanmar  10.000 10.000 459 146 313
Cambodia 0 0 0
Indonesia 90.300  106.000 2,606 1,352 1,282
Laos 0 0 0
Malaysia  75.000 83.000 2,243 1,172 1,070
Philippines  3.770 3.48 102 102 0
Singapore 0 233 0
Thailand 13.340 11.198 837 1,150 0
Vietnam 6.800 6.800 141 141 0
Total 21301 234.278 6,794 4,379 2,988

Source EIA, International Energy Annual 2006 Available at

http://www.eia.doe.gov/oil_gas/natural_gassinglance/natural_gas.html.
Note: Tcf refers to Trillion Cubic Feet. Bcfly refers to Billion Cubic Feet Per Year.

According toTable 2, hereareno natural gas reserva Singapore, Cambodia and
Laos. Productionin Indonesia and Malaysia increasingwhile in Thailand andhe

Philippinesiit is decreasing. Ithas been maintaired at constantlevels in Brunei,




Myanmar and Vietnam. Total proveeserve increaseé by 12.178 trillion cubic feet
(Tcf). Brunei and Myanmar export most of their natural ga&ccording to a 26/ear
agreement signed in 1999, Bérceno f Br u n e i Osexporaditowlapankith g a s
11 per centto South Korea Indonesia and Malaysia exporalfof their natural gas
production respectively. Vietham andthe Philippines can met their domestic
demand while Thailand and Singapore are net importers.

It is questionablavhetherMyanmal proven gasreservesareof the same levelm
2005 and 2009 Ample evidencepoints to active exploration in this countig the past
few years. The BP Statistical Review of World Energy June 20§l&owed that
My anmar 6s doa 8005wassbmut 1208Tcf, almost two timeshe figure
found indatafromt he Ener gy | nf or m&IA)i Ahof ifsdeserva i st
are locatal offshore off the Rakhine Coast anth the Gulf of Martaban. Leading
Chinese financial magazirieCai Jing (Financeé, reportedon December 282008 that
the amount wa89.66Tcf, slightly lower thanthatof Indonesié@.s Natural gas reserge
found inSittwed s b | alwre lamoAmdto 13.33trillion cubic metre$  If Myanmar
sustains its level afatural gas E&P, it woulgrobably become the largesatural gas

exporter n ASEAN in the near future.

1.3 Coal Thereare recoverable coal resesvi@ six countries: Indoesia, Malaysia,

Myanmar,the PhilippinesThailand and Vietham. Indonesigpossesses0.34per cent

! fChina and Southeast Asia Energy Market Situdétion Mi ni stry of Commerce, The P
17 May 2007. Availablat http://anhui.mofcom.gov.cn/aarticle/sjdixiansw/200705/20070504679378.html
2 fiChina and Myanmar Signs 30 Years Natural Gas Agreement Myanmar gas enters Yunnan provirge .in 20
sina.com.cn blog, 28 December 2008. Availabliettt://blog.sina.com.cn/s/blog_4c201f650100¢29e.html
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of the coal reservein this region and Thailankdas a22.01per centshare. Vi et na mo
share is only 2.4Ber centith its coal being of thanthracite ad bituminous variety.

Two-thirds of thecoal reservein Indonesiaarelocatedon Sumatralslandwith the
remaining found on the islands Kalimantan,Java andSulawesi. Coal production
increasedby 68 per centbetween2000 and 2004. A new coal policyto further
promotethe utili sation of coal wasnstitutedin 2004to limited effect?

Table3 Recoverable @al reservs, production andconsumptionn ASEANcountries

Anthracite Lignite
Total . .
and and Reserve Praduction Consumption
Bituminous Subbituminous (Ms) 2005 2006 2005 2006
(Mst) (Mst)
Brunei - -- - 0 0 0 0
Myanmar 2 -- 2 150 153 0.216 0.263
Cambodia -- - -- 0 0 0 0
Indonesia 1,897 2,874 4,771 168.03213.17 25.470 24.071
Laos -- - - 0.33 0.33 0.132 0.132
Malaysia 4 - 4 0.75 0.72 12.045 13.143
Philippines 45 303 348 317 2.60 11.813 11.184
Singapore - -- - 0 0 0.003 0.008
Thailand 0 1,493 1,493 23.62 21.02 33.248 31.571
Vietnam 165 0 165 38.39 45.06 18670 20.619
Total 2,113 4,670 6,783 235.79 84.43 101.597 100.991

Note: Mstrefers tomillion shorttonnes.
Source:EIA, International Energy Annual 2008vailable athttp://www.eia.doe.gov/fuelcoal.html

3 fiCountry Analysis Briefi | ndonesi ao. EI A, January 2007. Avail abl
http://www.eia.doe.gov/emeu/cabs/Indonesia/pdf.pdf
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ASEAN as a whole is a net coal exmort It exported134.193 shortonnes of
coal in 2005 and 183.439 short toes in 2006. During this periodndonesia the
secondargest exporter in the worldexported 85er centand 89per centof its coal
production respectively while Vietham expored 51 per centand 54 per cent
Thailand exported over 100 shdonnes and.aos exported200 short tomes. No
available data was foundconcerning coalexpors for Brunei and Cambodia.
Singapore, Thailand, Malaysia atiek Philippines are net importeramong whictthe

Philippinesand Thailandmported 80000and100000short tomes, respectively

1.4 Electricity Electricity is generatd in different ways. Conventional thermal
electricity refers to power from fossil figelincluding oil, natural gasand coal.
Electricity from nuclear generation and renewab#s not subjeatd to the same

concept Hydroelectricity is the most populfarm of renewable electricity.

Table4: Electricity generation,consumption, export anchport in ASEAN countrie2006

Total Thermal Total Hydro
Electricity  Electricity Electricity

. .~ Consumption _
Generation Generation P Consumption

Electricity Electricity
Export Import

Bkwh Bkwh Bkwh
(Bkwh) (Bkwh) ( ) (Bkwh) ( ) ( )
Brund 3.10 3.10 2.92 0 0 0
Myanmar 5.96 2.67 4.29 3.29 0 0
Camboda 1.16 1.11 1.18 0.05 0 0.110

Indonesia 125.67 109.82 110.71 9.53 0 0
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Laos 1.64 0.05 1.34 1.59 0.547 0.367
Malaysia 99.08 93.13 95.98 5.95 2.524 0
Philippines ~ 53.93 34.15 47.04 9.84 0 0
Singapore 37.08 37.08 35.13 0 0 0

Thailand 130.68 119.8 123.91 7.87 0.750 5.159
Vietham 54.28 30.92 48.08 23.36 0 0

Total 512.80 431.86 470.58 61.48 3.821 5.636

Note Bkwh refers tobillion kilowatt hours
Source EIA, International Energy Annual 200@\wailable at http://www.eia.doe.gov/fuelelectric.htm
andhttp://www.eia.doe.gov/fuelrenewable.html

We may draw some conclus®ftom Table4:

1 Electricity generation capacity in ASEANXceedsconsumption by8.23
per cent or 42.22 billion kilowatthours (Bkwh), and this excess is
probablyexporedto nonrASEAN countries

1 Conventional thermal electricity contributes 84.pkr centto total
electricity Hydroelectricity consumptioronly comprisesa 13.06 per
cent share of total electricity consumption. It implies that the
development ohydroelectrigpowe in this region igelative low although
the use of hydroelectricityfor someindividual countries is quite high:
48.59 per centfor Vietnam and 76.69er centfor Myanmar. Closal
agricultural societies this region like Myanmar are inclined to metst i

very low demand by developing hydroelectricity.




1 Cambodia and Laos hope grow intonew foreign direct investmegEDI)
destinationsbecausef their rich hydrelectricity potentia) social stability

andstrong penchant fatevelopment

1.4.1 NuclearPower According tothe International Energy Annual 200@hereare
no nuclearpower plants in ASEAN countries. However, it does notnean that
ASEAN cauntries are nointeresed in the peaceful use ohuclearpower. There
are three reactors in Yogyakaat in central Jaa. After a d e cdeldygetides
Indonesian Government has decided to initiate constructidas fafst nuclea power
plant in 2010. The total installed capacity i4 Mkw.* The Philippinesbuilt its
first nuclear plant in 198@&lthoughthe plant hasnever generated electricity for
safetyreasons It wasrecentlyreported that the government wouldevaluate the
project in order taoommence operations Russiabuilt a nuclearreactor in Da Lat
city, which is 250 kilometres northeast ofHo Chi Minh city Vietham The
Vietnamesegovernment, with help fronthe American government, wilbuild a
nuclear plant theréin 2015° Thailand vievs nuclear power as green energy and
has decided to build a nuclear plant wéh installed capacityof 4 Mkw before

2020/ Malaysiaalso plans to construet nuclear plant witta 100 Mkw installed

4 findonesiawill Build Nuclear Plard Xinmin Daily, 19 April 2005. Availablet
http://news.sohu.com/20050419/n225248057.shtml

5 AIAEA Inspected PhilippinéSealed Nuclear PlaitXinhua News Agenc9 January 2008. Availabi
http://news.sohu.com/20080129/n2549488fhtml

5 fViethamGetsHelp From the United Sate&fter Giving Its Condense UraniurBack to Russi@ Xinhua News
Agency 18 September 2008. Availalde
http://news.china.com/zh_cn/news100/11038989/20070918/14349995.html

7 fiNuclear Plant iThailandWill be Built in 13 Year® China Power.com.criL8 October 2007. Availabket
http://www.chinapower.com.cn/newsarticle/1055/new1055081.asp

fiThailandWill Invest 6 Billion USdollarson its First Nuclear PlaatMysteel.com13 June 2007. Availabkgt
http://lwww.mysteel.com/gc/cjzhl/jcjs/2007/06/13/083817,1609418.html
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capacity.’

1.4.2 Hydroelectricity Many big riversarelocatal in this region anadonsequently
most ASEAN countries are rich in hyoklectricity potential. They are in an

advantageous positido develop greeenergy

Table5 Hydroelectricity nstalledcapacity andconsumption in ASEABbuntries 19962006

Installed ) Installed , Installed ,
) Consumption ) Consumption ) Consumption
capacity capacity capacity
1990 1990 2000 2000 2006 2006
Tkwh Tkwh Tkwh
(Mkw) (Thwh) (Mkw) (Thwh) (Mkw) (Thwh)
Brunei 0 0 0 0 0 0
Myanmar 0.258 1.18 0.340 1.87 0.803 3.29
Cambodia  0.010 0.06 0.010 0.05 0.013 0.05
Indonesia  2.971 6.67 4.373 9.92 4.567 9.53
Laos 0.200 0.82 0.415 1.53 0.673 1.59
Malaysia 1.437 3.95 1.814 7.34 2.091 5.95
Philippines  2.162 6.00 2.304 7.72 3.222 9.84
Singapore 0 0 0 0 0 0
Thailand 2.274 4.93 2.923 5.97 3.476 7.87
Vietham 0.550 5.33 2.862 14.41 4.155 23.36
Total 9.862 28.94 15.041 48.81 19.00 61.48

8 AMalaysiawill Develop Nuclear PoweBefore 2028 China Power.com.cri,6 October 2008. Availablet
http://news.bjx.com.cn/html/20081016/151686.shtml
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Note: Mkw refers tomillion kilowatts, Tkwh refers tdrillion kilowatt hours. The data,based on
information fromEIA International Energy Annual 2008vas calculated bythe author It is
availableat http://www.eia.doe.gov/fuelrenewable.html

ASEAN countries except Bruneiand Singapore are advancing their
hydroelectricity developmerlans Total installed capacity for ASEAN rose to 19
million kilowatts (Mkw) in 2006 from 9.862Mkw in 1990. Consumptiorrose from
28.94Bkwh to 61.48Bkwh during the same period. Individually, the Philippiney
Thailand sand Indonesid sconsumptionincreased by 5(Qer cent The rate of
consumptiorgrew the fastest iietnam, Laos and Myanmar.

Indonesiashows the mogpotential for the development of/diroelectricity than
any othercounty in ASEAN. This is becaus80 per centof its population livesn
the islamls ofJava and BalMadura,while thehydroelectricity potential ithe islands

of Sumatra and Kalimantaemainsundevelogd.

1.4.3 Electricity from Other Renewables Countries in this region have
develomd geothermal energyolar energywind energy marineenergyandbiomass
energyfor a couple of years. Generally speaking, it takes time for renewables to
play an importart role in energy consumption in ¢ee countries. As recently as
2006, Indonesia hadb8.82 Mkw installed capacity inelectricity from renewable

energythe Philippines had9.95Mkw andThailand had.5Mkw.°

° Aworld Net GeothermaBdar, Wind, Wood and Waste Electricity Installed Capacity, Jandard®80- January
1,2006 . ElI A. Atpzdwwweaid.doegowdflelrenewable.html
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2. Energy Exploration and Production in ASEANCountries

With Vietnamobds r et rthe and offthe €old WAASEAND d i a
started teexpandand the econores ofits member stategrew  To meet thegrowing
demand for energy, most bfh e  limkenaber® iacreased energy investment as well
asput in placeattractiveenergypoliciesto entice intemational oil companiet® set up
operations in their countries At this point, Iwill try to presentthe different country
case studies in ASEAN Becauseinformation on Cambodia and Laoss rarely
representedn energystatistics | will only describeeight ASEAN countrieshere.

They areBrunei, Myanmar, Indonesia, Malaysia, the Philippir&agaporeThailand

and Vietnam.

BRUNEI Brunei is rich in hydrocarboanergyresources. Provenoil reserve
and natural gas resergeare 1.1 billion barrels and X8 Tcf, respectively.
Hydrocarbon productioaccounts fol66 per cenbf Br unei 6s gr oss do
(GDP) and 93.6 per cent aficomeearnedfrom exports The countrilyds
reserve is the highest among ASEAN countries with orihydonesid s semvee
equali ng t hat . d&fsaldthasewmnddasgesijuefied natural gas (LNG)
exporter in the world®

The al industry in Brunei is almostvholly controlled bythe Brunei Shell

Petroleum CompanyBSP). The Brunean government andhe Royal Dutch Shell

19 fBrunei EconomyBrigfi The Economic and Commerci al Counseedlsl or 6
Republic of China in Negara Brunei Darussalam, 6 November 2006. Availiable
http://bn.mofcom.gov.cn/aarticle/ddgk/zwjingji/200611/20061103642135.html
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eachhold a 50 per centshare of BSP. The main offshore oil fields BSP operates are
the Champion field, Southwest Ampa field, Fairley field, Fairgram field, Gannet
field, Mapie field and Iron Duke field. There are two other fields on drithe Rasau
and SeriaTali fields. BSP isdeveloping oil in theEgret field. Total S.A, the
French oil and gas comparwas granted #censeto explorethe deepwaterBlock J

in 2002. Brunei exports oil to Japan, South Korea, Indonesia, AustraéaJtfited
States, China, India, Thailand and New Zealaritk LNG exportsmainly go to
Japan (91.@er cent and South Korea (8.8er cent!* BSP also ownghe sole
refinery in Brunei.

BSP produces 90per centof natural gas and Totahanufacturesthe res.
Brunei became the first LNG exporter in Agal972. The potential to increase the
production of natural gas and LN{S so high that the Brunean government is
planning to developthe petrochemical industry and other industriesThe
government and Ioa - an American aluminium manufacturer- signed a
Memorandum of UnderstandinlylpU) to build ax aluminiumfactory in Seria. The
investment forthe programme amounéed to US$L.5 billion and natural gawill be
used for fuel

To reduce théneavydependece on oil and natural gas, Brurie@gandevelopng
other industries i1994. AccordingtoBr unei 699020808 Wi nthes
country would striveto be Southeast Asia $ogistics hub It also made efforts in

promotng the manufacturingandservie industries like finance. As a result,mcome

1 #Brunei Oil and Natural Gas Situati@rOilnews.com.cn10 August 2004. Availablat
http://mww.oilnews.com.cn/gh/misc/200@88/10/content_582122.htm
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from nonenergy industries lsgrown by 21per censince 2005

Energy Cooperation between China and Brunei China energy companies
have not invested in Brunei. Otrading serves as théocal point of enegy
cooperation between bottountries China importedl.3 million tomes of oil per
year, of which 20 per centof oil imports came fronBrunei during the period of
20002003. BecauseB r u nal prigesis US$ higher tharthe market price, China

startedreducingoil impors from Bruneibeginning fromthe second half of 2004,

MYANMAR After assuming power in 1988, the Myanmar military
governmentgradually replaced afi So c iPallainsnti n g \dte a markety 0
economyinstead Since then,tihas beerpromoting private entrepreneungp and
attractingFDI. The arerage annual GDP growtatewas 8 per centbetween1992
and2001 and 12.8er cenin 20022006. GDP for 2007eachedJS$L7 billion with
per capita GDRegistering atJS$307.

The Department of Eergy isthe key federal institution incharge ofenergy
issues. The Myanmar Oil and Gasrierprise (MOGE) dominatdbe exploration and
production of oil and natural gds the country* Foreign energy companies in

Myanmar before 2003 were mainly from brksia, the Bahamas, the hlted

2 §The New Economy Trend inBruieT he Economi ¢ and Commercial Counse
the Peoplebdbs Republic of China in Negara Brunei D
http://bn.mofcom.gov.cn/aarticle/ddgk/zwijingji/’200302/20030200071581.html

13ﬁBruneiEconomyBrieﬁ,The Economic and Commerci al Counsell oro
Republic of China in Negara Brunei Darussalam, 6 November 2006. Availiable
http://bn.mofcom.gov.cn/aarticle/ddgk/zwjingji/200611/20061103642135.html

14 BMyanmar Politce . Embassy of the Peopleds Republic of Chi
Availableat http://mm.chinaembassy.org/chn/ljmd/abad/t469167.htm
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Kingdom (UK), Cyprus and China. Offshore fields were concentratd off the
Rakhine coastthe Tanintharyi Coast anth the Gulf of Martaban. Fields off the
Tanintharyi Coast anth the Gulf of Martaban started to produog before 2003vith
natural gasbeingsold to Thailand®> Production of atural gasin the natural gas
fields off the RakhineCoasthasyet to commencebut the production ofhis natural
gasmaybeexporedto India, Malaysia and China.

There are oilresenes and natural gaseserve inland and undethe sea in
Myanmar though productionin these areass still low. In 2006, E&P activities
started orll8 land oil fields andhreeland andoffshorenatural fields Myanmar has
112 kilometes of oil pipelines and 2241 kilomees of natural gas pipelireeon land
Many rivers, especiallghe Ayeyarwady River andhe Thanlwin River, are rich in
hydroelectricity potential. Nevertheless, they are generally underdeveldped.

FDI in Myanmar wasUS$15.597 billion in August 2008. The top three
industries werehydroelectricity generation oil and natural gasproduction and
manufacturing Thesethreeindustries comprised0.46per cent20.80per centand
10.44per centof GDPin 2008respectively. There were 419 invésent projectdy
companies from 28 countri¢isat year among which the top four we Thailand, the
UK, Singapore and Chindhese four countrieaccounted fod7.39per cent 11.93

per cent9.96per centand 8.53er cenpf the total capitainvestedrespectively’

15 AA Brief on Myanmar Oil and Natural Gas Productionin 202 Chembb. com, 23 Februar
http://www.chembb.com/InfoCenter/news/complex_deatils.asp?professiorQ a&sort=ICA07&id=A07030
226004.

5 BMyanmar EconomyEmb as sy of t hiof Blina nthe @non dRMypnmhr) June 2008.
Available athttp://mm.chinaembassy.org/chn/ljmd/abad/t469163.htm

17 fChinas FDI in Myanmar RankBourttd . The Economic and Commerci al Cou
of the Peopl eds MRenaruehOctober 2@08. Availabién a i n
http://mm.mofcom.gov.cn/aarticle/zxhz/hzjj/200810/20081005813463.html
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Energy Cooperation between China and Myanmar Statistics fromthe
Myanmargovernmentevealedthat as of31 August 2008, China had invested in 28
projects with the totalsuminvested amouirig to US$..331 billion*®

Myanmar serves as a flosrhi ng mar ket f or ChMostads
of Chi nadés mai n ene engeyedMyanmap aEndargg soopkratione
betweenthe two countries focuses on two fields: offshore energy resourceshand
ChinaMyanmar oil and gaspipeline. The btal ofshore E&P aredor the China
National Petroleum Corporatio€KNPQO), China Petroleum and Chemical Corporation
(SINOPEQ and China National Offshore Oil Corporatiol€OOQ is about 10
square kilomets, which is larger thathe area ofthe Bohai Sea in ndhern China.

The proposedroute for the oiland gas pipelineruns from Kyaukryu Island to
Mandalay then toRuili and finally toKunming. The 900 kilomet-long pipeline

will pump 20 millionbarrelsof crude oil to Chinawhich amounts ta quarterof oil
shippedvia the Stras of Malacca.The pipedamount for gasiowever,is still unclear.

It was reported that the gas pipeline will be constructed first to transport natural gas
from the Myanmar fieldsand theoil pipeline would be considered after Myaam 6 s
2010general election’

The mainprojectsin hydrocarbon resourcesere as follows CNOOC and
MOGE signed a produaharing contrac{PSC) for threehydrocarbonblocks in

January 2005. The tdal area for the three blocks amoemhtto 20000 square

18 fiData for ChinaMlyanmar Cooperation on Economy and Trade in 20UBe Economic and Commercial
Counsellordos Office 063 RédpulEimbassly OCHi nhei Pedypdmrmma
availableat http://mm.mofcom.gov.cn/aarticle/zxhz/hzjj/200902/20090206038342.html

YR Of fici alChinasyanmartPipaifieResolution ofMalacca DilemméaP o s s iwhn.pendet.cn7

August 2008. Avdable at http://china.pmnet.cn/Info/156215/Index.shtml
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kilometes. MOGE also started to explore oil and natural gessourceswith
SINOPECin Myanmar in August 2008 With CNPC, MOGE signeda PSC,and
undertooka feasibility studyof pipelinesin 20072

Chinad power giantsalsorushedto enter Myanmalast yea Threesignificant
events happened in 2008The China Gezhouba Group, the main constructotttier
Three Gorgs Power Statio{TGPS) became therinciple constructor fothe Tasang
Power Statiodocated in the eastern Shan state of MyanmeiS$6 billion will be
invested to $IGPH Y TheKhina Elmtacitydinvestments Group
(CEIG) announcedthat it would bespenihg RMB$120 billion (approximately
US$L7.1 million) to build a 16.5 Mkw hydroelectricity generatiopower plantin
Myanmar?® China Southern Power Grid and iBhinese partners signed an

agreement on developing hydroelectricity progmas inthe Thalwan Basirf?

INDONESIA Indonesia has thiargestamount of energyesourceamong the
ASEAN countries. Its oil industry reliesheavly on investment by foreign
companies. By 1971, the country was found to poss@&sper centof proven
commercial oil reserves However, breign companieswere only offered the

opportunityto develop5 per centof t h e ¢ oail and gas deserves aft@990.

27 hao WGerentSitdation and Trerfebr Oil andGas CooperatioBetween China and ASEAN.
www.webtextiles.com3 March 2006. Availablat http://ctc.webtextiles.com/info/2068-3@146236.htm

2L AChina and Myanmar Arrange Comprehensive Energy Prodiatal Area for Oil E&Pexceed® o h a i Seao.
www.singtaonet.coml8 January 2007. Availabé
http://www.stnn.cc/euro_asia/200702/t20070201_457441.html

22 fChina Gezhouba Group ConstructOver Half of Largest Power Station in Myannéachina.com.cn, 20
November 2007. Availablat http://www.china.com.cn/economic/txt/20Q2/20/content_9254337.htm

BHEI ect ri ciFroymaddwnnmearHydtoélestricPower Statioflnvested by CEIG/Aay ExceedlGPS) .
sina.comcn blog, 11 November 2008 Availatdehttp://blog.sina.com.cn/s/blog_457606¢10100b8ys.html

% AThree Hydro Giants Cooperdfer Myanmars Thalwan Programe dexun.com, 28 April 2008. Availabkt
http://news.hexun.com/20884-28/10560412.html?from=rss
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Following the 1997Asian financial crisis, E&P contracs for foreign ompanies
dropped to 1 from 22 in the perid®982001. PERTAMINA, the stateowned oil
company monopoised administration for upstream E&#&ttivitiesfor three decades.
This was viewed as one important factiiat accountedor the decrease in E&P
projects in the country | n October 2001, I ndonesi
significant reforms with the passage of titev Oil and Gas Law No. 22/2001The
law forced stateowned PERTAMINA to relinquish its role in granting new oil
devel opment | i censes and | upstiedneattivitteh e
PERTA MI mdgilatery and administrative functions were transferred tondve
regulatory body, Bdan Perlaksanaan Minyattas BP Migag. PERTAMINA
becamethe limited liability company PTPERTAMINA (Persero) by presidential
decree in 2003, althoughrigmains a statewned entity. Indonesia alsdook efforts
to makeits E&P contracts more attractive. The countrged tohave one of the
strictestE&P regulationsn the world®

|l ndonesi ads oi l sector is domindheed
singlelargest oil producer is Chevron, which manafjfetonesi@ fargest oil fields:
the Minas field and Duri field. BP, ConocoPhillips,ExxonMobil, PETRONAS
Mitsubishi Nippon Oil, Ipex, KG and Total are also significant oil producers in the
country, wtate-otvnedCdompanee® ENOSOC and PetroChiwaich is a

subsidiary of CNPCalso making their presence feitthe country®

% Yang XueyanEnvironment and Strate@y International Operation fo€hina® Oil CompaniesBeijing:
Beijing Petroleum Publishing House, 20@, 283 5.

% ACountry Analysis Brief | n d o n GemdrahBackground, EIA, January 2087ailable at
http://www.eia.doe.gov/emeu/cabs/Indonesia/Background.html.
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Table6 Crudeoil production andconsumption in Indonesid9972007)

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007

Production 1557 | 1520 | 1408 | 1456 | 1389 | 1289| 1183 | 1129 | 1087 | 1017 | 969

(Thbl/d)

Consumption | 963 |914 |980 | 1064 | 1086 | 1137 | 1142 | 1225 | 1232 | 1139 | 1157

(Thbl/d)

Source BP Statistical Review of World Energy June 2008 & 11.
Note Tbbl/d refers to thousand barrels per.day

Indonesia has explored 22 basins of its 6&oiitaining basins. To promote oil
E&P, the govemment waived import taxes on capital goods for oil and natural gas
exploration and production.BP Migas has also held several competitive bidding
rounds for new upstream projects throughout Indonesla. 2006, BP Migas
concluded its fifth round of acreagofferings. The introduction of dvanced
technology frominternational oil companies has not getestedthe decrease of oil
production. Indonesia becangenet importerin 2004 but its oil consumpion has
stabilisedsince 2002. The countrysuspended stOPECmembership in 2008. One
of I ndonesiabds | ast wundevel op dahEaserh f i
and Centralava In March 2006 ExxonMobil and PTPERTAMINA signed a dint
OperationAgreement (JOA) for the Cepu fieldThe project bgan production in
2008. Peakproductionis expected to reach 18Dbbl/d, which will probably add

anotherl8percent o | n d @il predsidtian® s

2" ASINOPEC Probablynvestsin Refineryin IndonesiaSINOPEC Keep#u m A b owwiw.tptiub.6om 26
July 2005. Availablat http://www.tpclub.com/tax/info_content.php?id=NDMzMijl
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The countryis the tenth largest holder of proven natural gas reserves in the world
and the single lgest in the AsidPacific region. According to the Indonesian
government, more than 70 pere nt of t he countryds nat
offshore, with the largest reserves found off Natuna Island, East Kalimantan, South
Sumatra, andPulau Irian PT PERTAMINA and six major international companies
domi nate I ndonesiabs natur al g acent of thed u s
countryo6s AccomlidguteTeble @ on page9, half o f the gaount
production ismeantfor export The main destinatiortountriesare Japar(70 per
cen), South Korea (2@er cent and Taiwan (1per cent. TheTanguh LNG project
in Pulau Irian will producenatural gador the international market. Indonesia has
played a leading role ithe discussion®f the proposed Tramr8SEAN Gas Pipeline
(TAGP), which envisions the establishment of a transnational pipeline network
linking the major natural gas producers and consumers in Southeast Asia.

The Indonesian governnmé hopes to fillthe al demandand supp} gap with
natural gas. Natural gas transmission and distribution activities are carried out by
the stateowned utilitycompanyPerusahaan Gas Negara (PGN)he companyas a
87 per cent sharef the local natural gas marketds itoperates more tharl@0 miles
(approximately 4988 kilometres)f natural gas distribution and transmission liffes.

It has plans to build four additional domestic natural gas pipelines to improve the
countryéos natur al gas net wor k connec

Transmrtation System (IGTS). The IGTS is designed to eventually link the islands

28 OECD/IEA(2008),Energy Policy Review of Indonesja 141
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of Sumatra, Ja, and Kalimantanvia a 2600mile-long (approximately 4183
kilometres)pipeline. The pipeline is scheduled to be fully operational in 2010 with a
capacity to transort 803 Tcfper year of natural gas, accounting fawo-thirds of
|l ndonesiabds production in 2005.

|l ndonesiabds power gener at i @wnedsekearic o r
utility company,Perseroan Terbatas Perusahaan Listrik Ne@@faPLN). The 45
power plants operated by PT PLidughly comprisetwo-t hi r ds of t he
generating capacity.| ndonesi abés el ect r underirtvgstmente c t
According to the 2002 Electricity Law, certain meik for power generatioopered
for competiion in 2007 The goverment also opened competition the retail
market in 2008allowing power producerso sell directly to their customers rather

than through PT PLNK?

Energy Cooperation between China and Indonesia The sumof Chinese
energy investrrent in Indonesia reaclie US$.47 billion in 2002. Largescale
investmentsre as follows: CNOOC purchased filseock assetérom Spanish oil and
gas companyRepsol YPF, at the cost olUS$.591 billion in 2002,making it the
largest offshore oil producen Indonesia®® China Huadian Corporatioand PT
PLN announcedtheir decision in 2006 to pumpS$2 billion into buildng an
electricity generation planton South Sumatra Island. SINOPEC and PT

PERTAMINA conducted a feasibility study on buildirnige Tubanrefinery on East

29 ACountry Analysis Brief | n d o n ®emdrahBackground, EIA, January 2007.
%0 Yang, Environmentpp. 2&i 3.
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Javalslandat a joint investment figure of U3$billion in 2006 CNOOC andan
Indonesian planter SMARK Th&igned aUS$5.5 billionagreemento developpalm
oil plantations on Kalimantan Island and Pulau lIrianto produce biodiesel®!
CNOOC alsopaid for a16.96 per centshareof the Tangguh Project which will

produce2.6 million LNG yearlyfor 25 years?

MALAYSIA PETRONAS Malaysia sational oil companydominates both
upstream and downstreamperations n t h e od sectar. t PERRONASholds
exclusive ownership rights to &&P projectan Malaysia, and all foreign and private
companies must operate through Production Sharing Contracts (PSCs) with the
national oil company. PETRONASIs a major player in the retail and marketing
sector, but faces competition from Shell, Chevron, and BERxonMobil - through
its local subsidiary Esso Production Malayhia. i has the largest presence in the
countryby production volume.

Mal aysi ads o inlylocatedsireoffshazesMalaiperénsuta@and are of
high quality. Tapis blend, its benchmark crude oil, is very light and sweet with an
American Petroleum Institutgravity d 44 and sulpbr content of 0.08 pecent by
weight.

Ma | a ymoveadil seservs have declinedin recent yars, and its production
has dropped fronts peak in 2005. The majority of new E&Pprojectsaredeepwater

projects The Kikeh block operated by Murphy Oil proddc&20 Tbbl/d of oil in

%1 APlanting Oil PalnFor Diesel CNOOCFurther Spend&)S$.5 Billion in Indonesia www.jxsme.gov.cn10
January 2007. Availablat http://iww.jxsme.gov.cn/web/news1_con.asp?ID=35582

A Country Anladdmriess iBati.efGeneral Background, EIA, Ja
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late 2008. The SheHoperated Gumusut/Kakap fields are scheduledbégin
production in 2010, possibly reaching 1%6bl/d by 2011. Shell also expects to
begin oil productioron the Malikai field by 20123

There are six refineries in MalaysiBhreeowned byPETRONAS two by Shell
andoneby ExxonMobil. The majority arelocated inthe EIA-named Melakdefinery
Complex in Malacca. The tdal refining capacity has surpassednsumption in
Malaysig whichmakes the country a competitan the oil sector in the region.

An aggressive international oil compaETRONASIs preseat in 29 countries
and has enteed the upstreamoil sectorin 23 of them It is involvedin the E&P
projectinl ranés South Par s ¢ dtsaalsofowrsd 28 peracend Si
shareof British Premier. In 2000, oversesbusinesesaccounteddr 23 per centof
its profit3*

I n Mal aysi aods PETERONASdMinates ipstream adtivities, and
is a leading player in downstreamativities as well The countryds g
and consumptiohasboomed since 2000 It is a large LNG expoet, taking upa 15
per centshareof the world market. In 2007, PETRONASexpandedts Sabah Oil
and Gas Terminal which handl800 Tbbl/d of oil and 1billion cubic feet per day
(Bcf/d) of gas forforeignmarkes. The dfshorearea ofeast Malaysia coributesto
themajorityo f t h e mataralgas progwitsn. Mur phy Oi |l 6s dee
in offshore Sabah produced 18tllion cubic feet per day of gas (Mcf/a) 2008.

PETRONAKILE and SK309 in offshore Sarawak will produce 18Gf/d of

BHCountry AnMdlysysi aBr.i eGener al BaaAvkailghtleatund, EI A, Mar
http://www.eia.doe.gov/emeu/cabidlaysidBackground.html
34 Wu Lei,C h i sPatileum Securitieijing: China Social Sciences Press, 200237.
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gasin 2009.

One of the most active areas for natural gas E&P continues to be the
MalaysiaThailand Joint Development Area (JDA), located in thedowart of the
Gulf of Thailand. The area isich in natural gas andivided intothree blocksBlock
A-18, Block B-17, and Block €19, and is administered by the Malay$iaailand
Joint Authority, with each country owning 50 pere n t of t he JDAOG
resources.

Energy observers are impressedthg development oMal ay si adas pl
natural gas pipelinsystem. The 1400 kilomet-long Peninsular Gas Utilization
(PGU) pipeline projectcompletedin 1998 has the capacity twansport 2Bcf/d of
gas It is a great pustby the countryto boostthe domestic use of natural gas.
Natural gas from the Malaysirhailand JDAwas piped to the PGU via the
TransThailandMalaysia Gas Pipeline System completed in 200Bhese pipeswill
probablybe acomponent of the propos@®GP system.If this happensMalaysia
will be making a big leapowards realisingits drean of becoming theTAGP hub in
Southeast Asia.

Mal aysia adopted t heheimé&ID8G& whiEmirdicaled P o
t he c oplamtb requéests dependence on oildmpstingthe use of natural gas,
coal and hydroelectriciff? In fact, the sharef oil in energy consumptiodropped

to 41.11per centin 2007 from 50per centin 2000. Natural gascomprisedthe

% Lai Xiangjun(Ed.), Oil and Natural Gas: Opportunity and Chetige Beijing: Chemical Imlustry Press, 2005,
p. 248.
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largest sharef primaryenergy consumption in 2067.

Energy Cooperation between China and Malaysia PETRONASandC h i na 0 s
oil companies & partners fomany projectsin third countres. It is widely known
that CNPC andPETRONASare major shareholdeof the Greaer Nile Petroleum
Operating Companyhe largest oil company in SudanThey own 4Qoer centand 30
per centof the total companyshare respectively. The two companiesre also
jointly exploring a block in Indonesia, which produces Zbbl/d of oil.>
PETRONASand CNOOC signed a contract pooduce3 million tonnes of LNG a
year forthe Shanghai LNG Projedor a25yearperiod Chi nadés ener gy
have also investedin a few projectsin Malaysia The China National Electric
EquipmentCorporationwas contractedo build a coal electricity generation plant in
Sabah®® Separately,the Three Gorge General Corporation was autised to

construct a hydroelectricity plant in Sarawak.

THE PHILIPPINES The Philippines Department of Energy issues E&P
licenses and superviseesmplianceto relevant legislation The Philippines National
Oil Company(PNOC)dominatest h e ¢ oail sector.y Td promotethe oil and

natural gas industrieghe Philippines started to -degulatethe industriesn 1988.

%6 Fu QingyunWorld Energy OutlookBeijing: China Da Di Pres2004 p. 16, BP Statistical Review of World
Energy June 20Q%p. 40 1.

Zhang YiQilgm Gas Gituatidn in Suddwww.Irn.cn,6 June 2006. Availablat
http://www.Irn.cn/figures/expertpaper/200606/t20060602_93322.htm

%8 HCNOOCInks ContractWith MalaysiaFor Natural Gas Supplysina.com.crblog, 18 September 2006.
Availableat http://blog.sina.com.cn/s/blog_4943345f010005jg.html

%9 AThree GorgsCorpomtion Contracted to Build Malaysian Hydro Piantww.newenergy.com.¢r21 October
2008. Availableat http://www.newenergy.org.cn/html/00810/10210822114.html
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The Philippines isiow almosta fully deregulated market, except for the price setting
of petroleum products. Unlike Indonesiathe caintry does not subsigé gasoline.

Ninety-nine per centof t h e P h i dil copqumpbre depends on impait
mainly from the Middle East. The country is relatively rich inecoverable coal
reserves. In 2000,0il and coalcomprised60.2 per centand 17per centof primary
energy consumption respectivéy. The structure of primary energy consumption in
2005 wasas follows 53 per cenbf consumption wagom oil, 19 per cent frongoal,
15 per cent fromrenewables,7 per cent fromnatural gas and @er @nt from
hydroelectricity. It implied thatthe domestic suply could only meet 4Qper centof
the domesticenergy consumption. According tothe Philippinesd 2 Bn@rgy Plan,
the country shoulde able toreach a 60 petentlevel of selfsufficiency by2010.
500 billion pess (aroundUS$ billion) of government fundsvill be used to explore
and produce oil and naturghsfound in theSouth China Sea, Sulu Sea, North Luzon
Island, Visayan Island and Mindanao Islapd well as to develop hydroelectngit
geothermaknergy coalenergyand biomassnergy**

The Philippines invited bids for 4@locks inthe offshore Palawan and Sulu Sea
in 2004. 16 international oil companieparticipatedin the bidding round. 28
service contracts resulted frothe Philippine EnergyContracting RoundPECR).
The main progranmes in 2007 werghree exploration welprojects the first oil well

project was led by Ukoil company Premier Oi] in the Raygay Gulf PETRONAS

40 Fu,World Energy Outlookp.9; fiCount ry iAral y<iid i Brpiieifes d,EIAGener al
August 2008. Available atttp://www.eia.doe.gov/emeu/cabs/Philippines/Background.tbata for the
Philippineswasmainly cited from tis book anahis brief.

41 Guo Chunjufi Te Philippines: Exploring South China Sewlications for Nan Sha Iskad (the Spratly
Islands)o Can Kao Xiao X{Reference News}, April 2004.
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conductedhe secondil well projectin offshore Mndoro andthe Japan Petroleum
Exploration conducted the third oil well gioration project inthe offshore Tanon
Strait.

The Northwest Palawan Basin holds an estimated 23.5 million barrels of proven
and probable oil reservesThe Calauit field, holding a estimated 40 million barrels
of oil is due to comen-streamin 2009 after several delaysThe field is expected to
flow at a rate obetweenl0to 15 Tbbl/d when it comesn-stream The two largest
proposed refinery projects aled by Pilipinas Shelland Petron. Pilipinas Shell is
considering a $321 million upgrade of its Tabango refineBetron has spent $100
million on upgrading its facilities to produce cleaner fuelgvithout a significant
increase in refining capacity, the Philippines will ekpnce a net deficit in oil
products®?

Mo s t of t h eatuRhgad prodyctiom ilsosn Ghe Malampaya field.
The Malampaya gas field, discovered in 1992, lies 80 kilawmaiff the island of
Palawan in the South China S$Sead camprovide as muchs 3000 megawatts of clean
energy for the Luzon grid over a-3@arperiod

The Malampaya Project was offatly inaugurated 2001 andis operated by
Shell, Chevrorand PNOC. These companies have come together to form the $4.5
billion Malampaya DeepwateGasto-Power Project. Foreign oil companyfForum
Energy plans to test drill at Sampaguita in the future and to consider a LNG project if

the drill testconfirms substantial natural gas reserves.

42 ACountry Analysis Brief The Philippine8 . Gener al BaAugust®®08.und, EI A,
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Thai | atmotedns AutRority of Thailand (PTTPublic Gmpany Ltdis
undertaking a feasibility study for a $700 million pipeline project in the Philippines.
The new pipeline would be built to pump gas from an offshore field to Marillhe
Philippines decided recently to promake use of compressed natugals (CNG) in
vehicles CNG wasspecifically targeted as natural gas is produced domestically and
can help reduce dependence on dieselhe National Gas Vehicle Program for
Public Transport seeks to supply around 200 csidGbuses.

In 2005, electricity gneration redwed 53.7Bkwh. Half of the electricity was
supplied by theNational Power CorporationNAPOCOR. In February 2007,
PNOC started its commercial operations providing additional power capacity for the
Visayas grid. Plans for the Nasulo Geotimeal Power Project in Palinpinon and the
Mindanao Ill in Mt. Apo, North Cotabato are already in ordeZurrently there are
14 minthydropower projects with completed feasililistudies. The volume of
recoverable coal resew@ the Philippines rankasthe third largestamongASEAN
countries. But the impetusto advancethe coal industryremainslargely absent
Two-thirds of thecoal consumediomesticallyis imported from Indonesia, China and

Australia.

Energy Cooperation between China andrhe Philippines Sino-Philippines
energy cooperatiobeganmore than30 yearsaga Chinahas been supplying.2

million tonnes of oil per year to the Philippines siné879 under trading agreement




signed in 1978% Comparedto energy investmentin other ASEAN coutries,
C h i remefgy companiem the Philippinesare not quiteas active. The situation
has improved in recent yearshowever Chinad sNanning Yongkai Industrial
Company signed contracts with three Philippines partners to buikk ethanol
manufactuers in 2007#* In 2008, CNOOC was awardeda service contracby
PNOC, andthe Shenhua Group the largest coal producer in Chirgromised to
offer 1.82 million tomes of coal under a renewed contract with NAPOCBR.In
January 2009, Chidadational Pover Grid invested US$.9 billion to managethe
Philippines Blational Power TransmissidBystem fora period of25 yeas. It is to

date,C h i Hasgésgenergy priectin the Philippined®

SINGAPORE Although Singapore has no oil and natural gas resertres
country hasa huge refining capacitywhich accounts foB3.4 per centof refined oil
and natural ga;n ASEAN. 10 per cento f Si msgGDP sdergvéd from the
energyindustry.

Singapordocusesdts energy policy omaintaining itsstatusas a oil refining &
trading hub inSoutheast Asia. Hence it emphases two aspects:On the one hand,

it encouragesverseainvestmentandstrengthends relationshig with oil producers;

43 Chen HongyuPolitics and Foreign Policy in ASEAN Countri@sipei Bohaitang Culture Co., B2, p. 69.

44 AChina and the Philippings Cooperate to Build Three Ethanol Factodié§yuanshijie.com, 16 June 2007.
Availableat http://www.39kf.com/yyijj/biotechnology/03/20006-16-381200.shtml

4 ACNOOCandPNOC Signed Contraébor Oil Field Techntogy Servicé Xinhuanet 17 January 2008.
Availableat http://news.xinhuanet.com/energy/2008/17/content_7441235.htm
fi Fipino NAPOCORand Shenhua Group Signed CGab n t rwavw.¢hidamining.com23 March 2007.
Availableat http://www.chinamining.om.cn/news/listnews.asp?classld=159&siteld=99401

8 fiNational Power GridReceivesPermission tdVlanageFilipino National Power Transmission Systtem St at e
Grid Corporation of China site, 16 January 2009. Available
http://www.sgcc.com.cn/xwzx/gsyw/2009180198.shtml
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on the otker hand, ittries toattract more FDI tdhe oil refining andpetrochemical
industry,as wellasencouragemore oil products trading its market. As far as the
first aspect i s concer ne dave m&e sugstaptial r e 6
invegments in ASEAN countrieshe Middle East, South Africa and South Annea.
The Singapore Petroleum Compa$PC)has E&Poperationsin Vi et nSomgo6 s
Hong Basinthe offshore East Jdaisland the lower part of the Gulf of Thailandnd
My a n m&akliine Coast. Singapore Power and its partneati@ock & Brown
jointly forked out S$L7.1 billion (approximatelyJS$4.4 billion) to purchase Alinta,
the largest energy company in Austrdfia.

There are three refineries Singapore: ExxonMobil'€05 Tbbl/d Pulau Ayer
Chawan facility on Jurong Islan&oyal Dutch Shell'd58 Tbbld/ canplex onBukom
Island and SP® s Pul au Me&Tbbl/d neinery. Zheé Jartificial Jurong
Island isthecen¢to f Si n g a p o rpetichenecalpirsdustty] amdjis linked to
the second aspect of BE&onNapid phellrardoSumomam e r g
Chemical haveplansto commencdargescaleprojects concerning the production of
ethylene, propylene and naphtha on the islarf@hevron, BP, Total, Marubeni and
Mitsui also hae plars to build smaller petrochemical facilitiéisere.

To promoteforeign investmentthe Singaporean government lowergsi 50 per
centcompany taxdevied onforeign oil companie®asedn Singapore. Si ngapor
Prime Ministey Lee Hsien Loongand other officialhhavemadel0 visits tolran and

the Middle East. The county and Jordannked a free trade agreememt 2004.

47 fiSingapore Power arBabcock & BrownMay Raise OfferFor Alinta to Compete withMacquarie Bané .
In-En.com,17 April 2007. Availableat ttp://www.in-en.com/newenergy/news/intl/2007/04/INEN_82081.html
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Singapore anthe Gulf Cooperation Councdid likewisein 2008

Singapore impos# natural gas from Malaysia and Indonesia via pipsline
Natural gasusageis rising rapidly, as the government pronsofgolicies aimed at
reducing carbon dioxide and pbur emissions, ensuring energy security, and
promoting the country as a regional hub for an integrated gas pipeline netirork.
2003, the country reachets target ofhaving60 percent ofits electricty generated
from natural gas. After the June 2004 power outages, the Energy System Review
Committee suggested diversifying its sources of natural gaisgapore is currently
studying the viability of buildinga LNG facility, which may free the countryf its
dependence on neighlbo i n g rmatural tgas sup@s The government set aside
land for the terminal in September 1999 at Tuas View, but the project was stalled for
several years because LNG is more expensive than piped gas.

PowerSeraya, Senoko Wer and Tuas Power are three staened electricity
companies whictsupply 90 per cendf the citys t a ¢lesticity installed capacity.
The government decided to privaihe electricity sector in 2001. In 2008, Senoko
Power was sold to Marubeni Camationand Tus Power was pur ch

Huaneng Grouf®

Energy Cooperation between China and Singapore Singapore ighe hub of
oil refining, petrochemical and trading in Southeast Asiand Chi nads en

compaies predictably invest there. To date, @er US$L0 billion of Chinese

48 #DJ Temasek has initiated the Pedare to Sell PowerSerava&aiHuaNet.com, 7 October 2008. Available
http://www.caihuanet.com/zhuanlan/meiti/dowjones/200810/t20081007_321475.shtml
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investment dollars have flowed intbe country. The following are some typical
casesChinaNational Aviation Oil (Singapore) LtdCAQO) becamehe second largest
shareholdenf SPC in 2004° The Universal Terminalthe largest commercial oil
terminal in Asiawith a storage capacity of 14.2 million barrdis¢cated on Jurong
Island,was completedh 2007. The terminal is a jointenturebetweenPetroChina
which holds &35 per censhareand Si ngap or edng Cohpanywwhicke o n g
has a65 per centshare Chi na6s Hu apaid 3%235Gillionu({SHP60
million) in cash tcbuy out Tuas Powen 2008>° It was reported that CNPi@tends

to finance severalbillion US dollarsto build aworld-classrefinery in Simgapore,

which will havearefining capabilityof 4 to 5 billion barrels per day:

THAILAND  ThePetroleum Authority of Thailand (PTT) is tlaglministrative
and managing institution far h e ¢ ooil antd nayutalsgas industry Among its
many subsidiads is PTT Exploration and Production (PTHP), whichdominates
upstream activities whilehe Thailand Oil Companwand the Banchack Petroleum
Company are the mainil refining companies in the county. Thailand entices
foreign oil companies with its stablpolitics, open E&P market and attractive

financial poliges. Shell, ExxonMobil, Total, Chevron, Hess, Mitsui Oil Exploration

49 ACAO Purchases Péat Rights of SPG www.finance.sina.cotrl8 August 2004. Availablat
http:/finance.sina.com.cn/g/20040818/2338958701.shtml

50 AChinas Huaneng Spend&VIB 21 Billion on Purchasing Singapd¥eTuas Power www.cnfol.com, 17 March
2008. Availableat http://hkstock.cnfol.com/080317/132,1709,3913045,00.shtml

1 ACNPC is Consideringp Build a World Class Refinery in Singaporeaww.jrj.com, 4 March 2008. Available
athttp://fund2.jrj.com.cn/news/200@3-04/000003360419.html

52 fApetroleum Authority of Thailand, PBTnews.cnpc.com.cn, 2 March 2007. Availabte
http://www.oilnewscom.cn/bk/system/2007/03/02/001064719.shtml
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Company and CNPC are major international oil compahieg>>

Thailandimports 99per cenbf its oil consumption, mainly fronthe Middle East.
It initiated plansto explore land oil fields irthe early 1960shut the subsequent oil
production was quite low. After thefirst oil crisis of 19731974, the countrgtarted
to diversify energy consumption arsrengthenedhe E&P of oil and natural gas
reserves, especially offshore energy resourc88.per centof oil and natural gas
productionin the countryare fromthe Mergwi Basin inthe Andaman Sea anthe
Gulf of Thailand. However, future E&Pprojectswill concentrate onthe Khorat
Plateau and the sowim part of the Gulf of Thailand.

A diversification policy of energy consumptioned t o Thail and
dependence on imported energy top&$ centin 1995 from 96per centin 1980>*
The downward trend continued after that Primary energy consumption in this
country amounted t063.7 million tomes oil equivalent (Mtoe)in 2000, and the
proportion of primary energy consumption fraih natural gas and coalere 57.8
per cent 25 per centand 9.3per centrespectively® In 2007, Thailand €nergy
consumptiorgrew to 85.6 Mtoe, but theproportion of consumption fromail, natural
gas and coal were 50.p8r cent 25per centand 8.9er centrespectively® From
this, we see thathe countryhad decreasedts dependence oail and alternatively
rapidly increased its dependence on natural gas in primary energy consumption

Natural gas fronthe JDA Project in thesouthern regiomf the Gulf of Thailand will

%3 Yang, Environmentpp. 2®i 90.

54 Lai (Ed.),0il and Natural Gasp. 24.

5 Fu, World Energy Outlookp. 27.

56 BP Statistical Review of World Energyp. 4G 1.
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continually lift the share of natural gasprimary energy consumpii. The share of
hydroelectricity, which was 2.per centin 2007, will definitely rise as the major
portion of hydroelectricityproduced inthe Tasang plant will be sério Thailand.
Thegiantplantis a SineThai joint venture anthe Chinesecallit iMy a n mar 6 s

GorgsPower Stationo

Table7 Energyconsumption in Thailan{L9972007)

Year 1997 | 1998| 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007

Consumption 62.7 | 59.7 | 61.4 | 63.7 | 65.6 | 71.5 | 77.0 | 83.3 | 80.5 | 82.7 | 85.6

(Mtoe)

Source BP Statistical Revie of World Energy June 200p. 40.
Note Mtoe refers tamillion tonnes oil equivalent

Thailand has been rapidigxpandingits refining capacityand petrochemical
industry In 2005, its refining capacity met 78.p2r centof home demand though
oil production metonly 30.88per centof domestic demandmported natural gaset
27.210f the domestic demanghich amounted to 318cf. The three blocks in the
souttern part of the Gulf of Thailand offer317.55 trillion cubic feetannually
Other fieldswill probably increase production of natural ges. Based ornthese
figures Thailandwill realise its goal of becoming 100 per centself-sufficient in
natural gagndeventake on the role aigas exportet’

Thailandharboursan ambition obecomingaregional energy hub. It hasmade

57 ACountry Analysis Brief Malaysia. March 207.




some effort in trying to achievehis. The first stepwasto build the Sriracha Oil
Cente, which containedfacilities for oil trading, refining, petrochemical storage and
transportation. A new refineryrefinesl million barrelsof oil per dayalthoughthere
are currently a total ofsix refineries The remaining refinerieare onlyin partial
operaion and they collectivelyefine600Tbbl/d. The centre is located imabil free
trade zonewhich offers a special taxatn policy. A pipeline was also built to
transport oil products frorthe centrdo the north and northeast of Thailaaddeven
to the southwest of China.ln doing so, the cerdrconnecs producers and consunser
- especiallythose inindia, Vietham and Bina- with theregion®®

The second step is to develthe Isthmusof Kra. A proposal was put forth to
develop &ra Cana) with a proposed size af02 kilometes in length, 400 mets in
width and 25 mees in depthbut this plan although soundhas ben put on hold at
least for the next decade An dternative plan for thecanal is to construct a
260-kilometreslong crosslsthmus oil pipelingwith the capacity to transport at least
1.5 billion barrelsof crude oila day as well as tahe capacity testore 20 million
barrelsof oil. Economic effe of the projectare controversialand the project has
yet to beimplemented due to the lack of government funds, pédgause of

Thail andés unstable political situatio

Energy Cooperation between China and Thailand Energy companies from

the two countries are seemingly interested in cooperation in towthtries The

%8 Yuan Yuan/iThailand Plans to Build Pipeline on Isthmus of &1@an Kao Xiao X{Reference NewsR6
February 2004.
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Tasang Power Statiom Myanmaris a joint construction project buihy Chi n a
Gezhouba Group and TH aGNOA® aril®TT-BRANO Gr
conduced joint exploratiosi n My anmar 6s Gul f ° oHowelta r t a
C h i snemdygy companies ar®t quite activein Thailand exceptfor CNPC. In

2003, CNPC won an acreage offeringcentral Thailand®> Two years late it was
reported that CNPQvas spendingUS$00 million to build a gavased cracker
project at Sichol, Nakhon Si Thammafit. | n  addi t i &inohydroCh i
Corporationwas contractedn 1999 to take on theKelongtaidan projectwhich

involved developinghe world's leading giant concrete pifis.

VIETNAM Vietnam opened its energy resourdes E&P to international
companies in 1987a year afterthe implementation of it | nnovati eup an
Pol i c'lyedroduction of oil and natural gas in the oy rapidly increasd and
79 per cenbof oil productionwas channiéedfor export in 1995. That Vietham made
an anendment tats energy law irR000functioned as a strong impetfas foreign oll
companiego set up shop there The country hasobecomeamain hydrocarbon energy
producer in ASEAN anavill probably grow into anain natural gas exporter in the

region Vietsovpetro(VSP), a VietnanrRussia joirtventure, is the largest oil and

% ASINOPEC Imports 2400 Tmes of LPG From Thailand This Year www.guojin.cn 4 April 2005. Availableat

http://www.boho.com.cimews.asp?id=152856&typeid=1000000

fiThailand and CNPC Cooperate to Explore Oil and Gas in Myanmaw.nengyuan.ne21 February 2008.

Available at http://www.nengyuan.net/shiyouhuagong/synews/2008/2/21/NY333FD1CG.html

51 RCNPCClinchedE&P Contracin Thailand . china. com. cn, a5 July 2003. A
http://www.china.com.cn/chinesel/jingji/373245.htm

52 HCNPC Plans to Build a Gdsased CrackerlPant 6. chem99. com,at 5 May 2005.
http://chem.chem99.com/news/19941.html

¥ AChi na Wentamcy andCHydrapower Construction Corporaiid®NOHYDRO: Efforts to Implement
Strategy of 6Coming Outd in the International Ma r
at http://www.robroad.com/data/2006/0723/article_95878_1.htm
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gas producein the country. Vietnam Oil andGas Corporation (Petveetnam), a
giant company under the control of the Minister of Industoyninateghe oil sector.
All oil production in the country is ceed outeither by Petroviethamor through
PSCs or joirventures. The companyas formedgartnerships wittmany faeign oil
companies such as BP, ConocoPhillips, Korea National Oil Corporation (KNOC),
Ma |l ay PETR@NAS Ni ppon Oi | of Japan, Nor
Talisman. Petrovietnam al so ¢ on birsedtos thraughe t n
various subsidiags. The government begaprivatisingt he nat i onal 0i
non-oil-related business units in 2006.

Vietnam currently produces oil from nine offshore fields, the largest of which is
the Bach HqWhite Tiger)field operated by Vietsovpetro.The fieldproducesabout
half ofthec ount r y 6. Its dedlidirg outpit ligargelylinked to the decrease
of Vi et namé sinredent year§ oTtheuncain ifiedds inthe offshore Cuu
Long Basin are Su Tu field, Phuong Dong fieddd Ca Ngu Vang field. E&P
activities in the Malay Basin and Nam Con Son Basin are quite acti&nergy
resources inthe Song Hong Basin are estimatéd be 5 billion tonnes of oil
equivalent. Vietnam offeredseverblocks for bidding in 2007.

Vietham mainly exports crude loto Australia, the United Stade Japan,
Singapore and Thailanghile its coal goes to China and JapaWietnamimports all
of its oil products because ofthe lack of local oil refineries Petrolimex- a

subsidiary of Petroviethamimports 60per centof oil products and owns 300 miles

% A Cumtry Analysis Brieff Vi e t nGermamal.Background, EIA, July 2007. Availakle
http://lwww.eia.doe.gov/emeu/cab&tnanmBackground.html
5 BPp Statistical Review of World Energy June 2GD8.
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(approximately 483 kilometres) abil pipelines. The situation is beginning to
changefor four refinerieswill be constructedn the nextdecade. Vi et nismo s
refinery located inthe Dung QuatEconomic Zoneof centa | Vi et nambs Q
province,started to manufactuial products in February 2009.Its refining capacity

is 140Tbbl/d.*® The secondefinerywith a 160 bbl/d refining capacity ishe Vung

Ro refinery, whi ch i s Ddngldoadistial in Phu Ye®o u t
province TheNghi Son Industrial Zone in the north will have the third refinery with
arefining capacity oR00 Tbbl/d. The fouth one will be constructeth Nha Trang

city, Khanh Hoa province of central Vietnam and will aal@00 Tbbl/d refining
capacity to theotherthree. This will bring thetotal refining capacityf Viethamto

700 Thbbl/d. Vietham consumed 27®bbl/d in 2006. The difference o#24 000
barrelsis slightly moret han Si n g a polumedn62€05.e \Aemanrwill not
consume the differencen one decade. We therefore may safely conclude that
Vietnam will b&eomeanothemil exporter in ASEAN’

Petrovietnam al sogasl seotor.nViodte$§ Vihet ncaonu
natural gas iusedfor manufacturing and electiig generation. The largest gas
project in Vietnam is the $1-Billion Nam Con Son Gas Project (NCSGP)Yhe
NCSGP is an integrated gaspower project that delivers natural gas supplies from
the offshoreoil fields to the Phu My power complex via a 23@e (approximately

370 kilometresksubsea pipelin® KNOC and Petrovietnaralsostarted natural gas

% APetrovietnam Increasénvestment to Dung Quat Refiygr . oENlcom, 20 February 2009. Availatie
http://www.inren.com/oil/html/oi#1707170785303347.html

57 fPetrovietnam AuthosesContractFor Designof Nghi Son Refinery www.oilchina.com 23 July 2008.
Availableat http://www.oilchina.com/syxw/2080723/news2008072303524915934.html

%8 AVietnam Start Useof its Largest Electricity Syndicaté Chinapower.com.cn, 21 April 2005. Availatde
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production at two new fields ithe Nam Con Son Basin, the Rong Doi (Twin Dragon)
and Rong Doi Tay (Twin Dragon Wesiglds in November 2006. Cuu Long Easin
and Song Hong Basin are another two atkaiproduce natural gas.

Viethamintends tobuild 74 power stations in 2020 and natural gas will play a
critical role inthis plan A nuclear power plants in the works Stateowned
Electricité de Vietnam(EVN) dominatesthe generation, transmission, distribution,
and sale of electricity in Vietnam. Barriers to breign and private company
participationhave beenlifted as of2002. Independent power producers currently
account for 19 petent ofVi e t releamibitygenerating capacity

Petrovietham has extended its business to overseskes. Involvementin
foreignupstreanil sectorsn energy exploration has been stepppdy its oversea
subsidiaries inAlgeria, Iraq Madagasar, Venez@la, Mongolia, Indonesia and

Malaysia®®

Energy Cooperation between China and Vietnam The booming Vietnamse
energy markeappearsattractive toChineseenergy companies.They have invested
over US$ billion in Vietham since 2006.C h i nHarbis Electricity Enginering
Company and Vietnambés Cam Pha Thmpanga l
arejointly financingUS$348 million to build a thermal electricity generation plant in

Cam Pha Town, Quang Ninh provinceCNOOC and Petrovietnaiare cooperang

http://www.chnapower.com.cn/newsarticle/1022/new102254 7faspgest Electrity-generation Facilityn
Vietnam Built in Vung Tau Provinée. Ch i n a p ol#april 200% Availableat
http://www.chinapower.com.cn/newsarticle/1022/new1022407.asp

% fPetrovietnam LearlBlom CNP® . China Energy I nvestmenat Net, 10
http://www.ccei.orgcn/shownews.asp?1D=24581
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to exploreoil and natural gas ithe Beibu Gulf ¢he Gulf of Tokin). CNPC won a
contract to construct a ce@-chemical fertilizer project> Chi nadés Sout h
Grid and Vietham Coal & Mining Group will buildRMB 8 billion (US$L.14 billion)
thermal electrity plant in Vinh Tan, Binh Thuan province. US$.5 billion will

alsobegivenby SINOPEC and Petrolimex to build the Nha Trang refirféry.

The pages aboveshow evidenceof energy developmeras well as bilateral
energy cooperatiobetweenChina and eight ASEAN countries. Progress haalso
beenmadein regional energy cooperationAccording tothe ASEAN Petroleum
Security Agreement (APSA) signed in 1986, signatories promised to cooperate when
indicators point to an emergirayl supply shortage. APSA woud be triggered once
the oil supply for imporing countries dropt 80per centof its demand® ASEAN
initiated transnational arrangements for electricity, natural gas and water resaunirce
1997. These agreementare steps in the right direction Besdes the TAGP,
ASEAN countries also signed MoU on building the TransASEAN Power G

(TAPG) in 2007"*

" RCNPC, CNOOC and Vietnam Sign Agreement on Oil and Gas Coopetation www. cust . com. ¢ n,
2006. Availableat http://www.cust.com.cn/detail_jkjt.aspx?sid=58002

"1 ASouthern Power GridndVietnam Partneto Jointly Invest in Building Top Programe &ww.sina.com.cn

13 September 2007. Availabdéhttp://finance.sina.com.cn/g/20070913/15231664770.shtml

2 ASINOPECWIll Build a JointVenture Refinery in Vietnamtech.QQ.com22 July 2008. Availablat
http://tech.qqcom/a/20080722/000246.htm

3 \Wu, China Petroleum Securitp. 242.

™ fiMemorandum of Understanding on the ASEAN Power &Gridvw.aseansec.or@008. Availableat
http://www.aseansec.org/20918.htm
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3. The South China Sedssue: a Cooperative Hne for Energy Exploration?

The South China Sea definitely serves as a main platform for energy etioper
between China and ASEAN.The South China Se&s a hugebody of waterwhere
hundreds oémallislandsare located There are fouarchipelagosn this areaThese
are namely th®ong Sha Islands (the Pratas Islandshe northeastthe Zhong Sha
Islands (the Macclesfield Islands)thecentreand astof the South China Sethe Xi
Sha Islands (the Paracel Islands)the west,and the Nan Sha Islands (the Spratly
Islands)in the south Brunei, IndonesiaMalaysia,the Philippines, Vietnam, China
and Taiwan arghe respectiveix countries and seven parties who claovereignty
over islands in th&outh China Seayith the main islands of dispute being Bgratly
Islands There are 258 nametlands (including reefs, shoaknd continental
sheles) inthe South China Sea, amomghich 230 arefoundin the area surrounding
the Spratlylslands’

China has not explored energy resources in the Spratly Islamtie. other five
countries have offered bids to over 200 compathas have drillednore tran 1000
wells. Qil production from those wells amount to 500 billion es per yeaiin
2004’® To give a comparisonPaging field, the largest field in China, only
producel about 400 million tones annuallyin recent years.

70 per centof hydrocarbondound in the South China Seaome in the form of

natural gas The US Geological Survey estimated the tateam of discovered

S Jiang HuaifiNan Sha Islands: China Owns Absolute Seigntyd World Affairs no. 5, 2009, pp28i 9.
®Wu Shicun, fATime to Exp CanKao XiScoXiRefarenéeiNewsfpriil30804 Ener gy
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reserves and undiscovered resourcethé offshore basins dfie South China Sea at
28 billion barrelsS” Ch i n a 6assestintatel the potential oil resourcesund in
the South China Seto beas high as 294 billion barrels of @f which 26.8 billion
tonnes (196.98 billion barrels) of oil and 41 trillion cubic metr(144.73Tcf) of
natural gasire located in the Spratly Islants

Oil and natural gas irthe South China Seare critical energy resoursefor
Brunei,Indonesia, Malaysiahe PhilippinesandVietnam.

According tothe United NationsConvention orthe Law of the Sea(UNCLOS),
al signatories must submit their claimsonh ei r countryds Excl
(EEZ) and continental shelf by May 12009 The related committee will then
handle the territorial disputes between signatorieBhis led recently to some

countriesssuing formal claims on disputed islands

Table 8 Claims bycountry

Country South China Sea Spratly Islands Paracel Islands
Brunei UNCLOS No formal claim No

China All* All (11) All

Indonesia UNCLOS No No

Malaysia UNCLOS 6 islands No

The Philippines Significant portions | 9 islands No

Taiwan All* All (1) All

Vietnam All* All (28) All

Sources

1) fA Un p resettsEnérge linlSeuth China Séay a i. Hexun.com, 12 March 2008vailableat

http://finance.baidu.com/20683-12/115561883.html
2) ElA report,fiSouth China Sea Territorial Iss@eEIA, March 2008. Aailableat

http://www.eia.doe.gov/emeu/cabs/South_China_Sea/SouthChinaSeaTerritoriallssues.html

Note *excluding buffer zone along littoral states (calculations for buffer unknown). The numbers in the

brackets refer to islands undmstual contral

" fiSouth China Sea Oft Natural Gas .

EI A,

Mar chat 200 8.

http://www.eia.doe.gov/emeu/cabs/Souithina_Sea/OilNaturalGas.html

8 Wu, April 2004.
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Brunei Brunei claims sovereigntgver the Nan Tong reein its EEZ. The
BrunetSabah Basins rich in oil & natural gagesourceswith bidding blocks for
Brunei and Malaysiaverlappng each otherThe Malaysian navyepelledTotal S.A.
from theblock offered by Brunei when the French oil comparploredthe diputed
area in 2003 This led to a sixyear halt inE&P activitiesin the area

Discoveries of oil in 2002 and 2004 (by Murphy Oil and Shell Malaysia,
respectively) off the coasf Sabah have contributed to the dispute between Malaysia
and Brunei over offshore rights WhenBruneigave upclaims of sovereignty fothe
Limbang area of Sarawak, Malaysia agreedd&velop energy resources the

disputed offshore area with Bruréi.

Indonesia Indonesia claim&n EEZ and continental shelf ithe South Chima
Sea,but it has not made elaim for the Spratly Islands.The Natuna Islands are rich
in natural gas with recoverable resexeé€46 Tcf. TheD-Alpha field, the largest gas
field in Indonesiajs locatedin the northeast Natuna Islands, 2RBometresaway
from the island. Natural gas extracted from the field @xportedvia the 400mile
(approximately 644 kilometresB25 Mcf/d subsea pipeline from West Natuna to
Singapore. A part of the East Natuna Basitis in the waters claimed by China.
Before a viablesolutionto resolvethe dispute ofvaters and landsurrounding the
Spratlylslandsis found Indonesiantends tasimply matters byavoidng being part of

thecurrent dispte, andintends to focus onatural ga£&P activitiesinstead

® fBrunei and Malaysi&eachesTerritory for OilbAgreemend www.sina.com.cnl8 March 2009. Availablat
http://news.sina.com.cn/w/20@3B-18/023915323959s.shtml

48




Malaysia Malaysiademarcatedts boundaryusing thecontinentalshelf and
EEZ principles It occupiessix islands of theSpratly Islands. Many Malaysian
natural gas fields located offshore Saawak are also claimed by ChinaHowever,
Chinato datehas not specifically objected to their developnf@nt.

The waters claimed by Malaysia containdg cenbf its oil reserves and 4%r
centof its natural gas reserves. By exploring 90 wellsMalaysiaharvestechalf of
its oil productionfrom the Spratlyislands in 20042 It has been rapidly drawingl
and natural gas in thisreawhile attemptingto obtain aresolution on the boundary
issue in its favour from theN committeesimultaneously FormerMalaysianPrime
Minister, Abdullah Ahmad BadawideclaredMa | ay 86 av e r andgaidt y o
territorial claim over the disputed aresnd established presence oan Wan reef

and Xing Zai reef on March 5, 2089.

The Philippines The Philippine endeavourso dividethe South China Sea in
accordance wittthe continentalshelf principle and claims sovereignty for about half
of the South China Sea Through E&P projects the Spratlylslands known as the
Kalayaan Islands irthe Philippines, the Philippineshas exploredthe Malampaya
field andthe Camagdield. Both fields are estimated to contain a combined amount

of 2.3 to 4.4 Tcf of natural gas reserve3he Philippines has proceeded witie

8 fSouth China Sea Territorial IssdeEIA, March 2008. Availablat
http://www.eia.doe.gov/emeu/cabs/South_China_Sea/SouthChinaSeaTerritoriallssues.html

81 FStatistics of Oil and Natural Gas in South China Sea/dmers offNan Sha Islands www.nansha.org.grv
June 2005. Availablat http://www.nansha.org.cn/statistics/1/index.htmi

82 Michael RichardsomiOil andNatural Gas Resources in daks to Chind Future®, The Strait TimeD July
2004 Lai (Ed.), Oil and Natural Gaspp. 247i 8.
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development of the fields and linked gas outputhreeof its power plants via a
312mile-long (about 502 kilometrong) pipeline. There have been no objections
so far from China regarding this developmentThe Malampaya field has an
estimated 150 milliomarrels worttof oil as of January 2008 Plansareunderway to
begin international bidding rounds ftive development of the field. The Philippines
actually occupiesnine islands andhas builta military cente to govern affairs
concerning the Spratly Islands Zhong Ye Islanda main islandlocaed within the
cluster ofthe Spratlylslands

On February 17, 2009he Philippines laid claim téluang Yan islandthe sole
island above watan the Dong Sha IslanddMacclesfield Islands and some islands
of the Spratlyislandswhen thepresidentof the PhilippinesGloria MacapagaRrroyo
signed a bill that made the territorial claim passedhg/Philippine Congress into
law.®
The waters claimed bthe Philippines partially overlap witthe waters claimed

by China, Vietham and Malaysia.Hence, it pobably holds a positive attitude

towardsresolvingthe maritimedisputethroughmulti-lateral cooperation.

Vietnam Vietnam claims a significant portion of the South China 8gats
own, according tats EEZ and the continental shelf principlevietnam laid its
territorial claim onall of the Paracel Island¢known asthe Hoang Salslands in

Vietnam) andall of the Spratly Islandgknown as thélruong Saslands in Vietnam

% AUnpredictable Events Emerge in South China Sea

5C

Ag




The countrycurrently occupies 28 of the more th2B0 islandsin the area It has
built alogisticalbase for offshore E&Rctivitieson Nan Weilsland

Most of Vietnambs crude oil avong) Tama t u
and northwest ofhe Spratly Islands Fields inthe Song Hong Basimaveyet tobe
tapped forenergyproduction Both the White Tiger field and Dragon field are 150
kilometres away from Vung Tau The Big Bearfield is 250kilometresaway from
the city andlies close tothe VietnamChinaborder Blue field, located in Wan An
shoal, is 40&ilometresaway from the coast ani$ situated n Chi na 6Butt er
Vietnam has stake its claim over it,saying that the Wan An shoallies in its
continentakhelf®®

Positive SineVietnamese relations have led to the swiolation of disputes
related tocontinental boundaries and titgulf of Tokin. Both countriesarealready
undertaking a joint exploratioprojectin the gulf. The South China Sea dispute is
not a critical and emergent issue finem Vietham would notstage a political
showdown with Chinaover it. Therefore, it is possible fahesetwo countries to

establisha zoneof bilateral cooperatiom the Spratlyislands.

China Chinahas controbverall islands inthe area of thd?aracelslandssince
1974 Chi nads c¢cl ai ms t are lase@ on the HRZ land Cdamtinental
shelf principle as well a®n historical records of the Han (110 AD) and Ming

(14031433 AD) Dynasties. It lays claim to almost all of the South China Sea and

% Zhuan Zai zDevelogiOifshereéOil Bields> . Nati onal I nstitute for So
March 2006. Availablat http://www.nanhai.org.cn/news/news_info.asp?ArticlelD=462
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all of the Spratly Islandccupyingll island<f the Spatly Islands.

Chi nads o prbjects ardineted Eo&h®Pearl River Mouth Basin arttie
coastal area of Haan province. It has no E&P projectsin the Spratly Islands
CNOOC, whichwast h e n Conly @il cdngpany in charge of offshore E&P
projects offered a fiveyearb i d t o Amestone Energy SCompanyg 1992
The block named Wan An Noril block, is locatedto the west ofthe Spratly Islands
and spans an area 25 000 square kilomess. No explorationactivities however,
were conduded until the bid was sold to Baken Oscar Company in 1996 because of
objectiors from Vietnam® In 2005, Viethamparticipatedin the Joint Marine
Seismic Undertaking (JMSU}¥igned in 2004 The oil and gas exploration
agreementexpired in2008 and hasince not been extendeds a result oflomestic
politics inthe Philippines®’

Chinabs st anldwaots taavoid imaritintedlispluaes, conductjoint
E&P activitiesand resole disputes by peaceful means.Now the ball seems to be
the ASEAN countrisd ¢ o 8imceé 2004, the annu&hilippineUS joint military
exer ci s 8houdarnoshdo uil der 06 was mo v eadnait islandZ h o
of the Spratlylslands Malaysia,the Philippines and Vietnhangontinueto conduct
E&P activitiesin theirso-cdled continental shelves

Chinawill probablycontinue to adhere to its ambnflict position The UN

8 Zha Daojiong China Petroleum Securityan Internatioral Political Economy PerspectyBeijing:
Contemporary PresX005,pp. 195 6.

8% Abi gai | IChinaVanam ExidPation Deal On Sprasly apses 200876 Philippine Daily Enquirer
15 July 2008. Availablat http://www.nansha.org.cn/forum/viewtopic.php?p=2928#p2928ilipino scholar
told me that domestic politics prevented his government to teyendseismic undertakingwhich areviewed
as academic researchtire Philippins.Antonio Cailaopresident othe Philippine National Oil Cmpanyalso
stressed thdithe tripartite deal was purely a commercial agreement and not at all political, even with the
inclusion of the disputed Spraslo
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committee on boundary issu@rovides an additionaplatform for multilateral

collaboration.

Taiwan The boundary it claims isimilar to that of mainland China. Taiwan
hassince 1946occupied Taiping island, the largesftthe Spratly Islands. Taiwan
also occupies thePratas Islands. It has minimalE&P projectsin the South China
Sea. It was nevertheleseported in 2008 thak a i wa n 6 s rol€umi Corapank e t

(CPC) andCNOOCwould jointly explore energy resoursin the East China Se¥.

Figures1 and 2 showthat the areas claimed ke Six Countries and Seven

Partiesin the South China Seaverlap particularlyin relation tothe Spratly Islansl

This indicates thathe South China Semaritime dispute should be ardn only be
resolved under a bilateral frameworkChina and ASEAN countries have promised
to Aundertake to resolve their territo
without Aresorting to the threat or th
on the Code of Conduct on the South China Se&ignatoriesof the Cebu
Declaration on East Asian Energy Security adré®e create an open, competitive
regional and iternational market. However,theseare political declarations anack

legal constrairg for participating countries Any unilateral attemptsto stake
territorial claims over parts of the disputed wateil$ definitely result in conflict and

destroy thgpeace and stability in the regionSelfrestraint, which has begmactsed

8 HCNOOC and Taiwan Oil Company Jdifands to Explore Oil in East China $eaww.wefweb.com3
September 2008. Availab http://www.wefweb.com/news/200893/1442314707 .shtml
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for the past two decaddsy the six countries and seven partiagolved,especially by
China and Taiwan, isbsolutelynecessaryon the one hand buis definitely not
enough tosolve the dispute on the otherThe time is ripefor all seven parties to
work out a multilateral framework for regular interaction owe South China Sea
issue. That is probably the best wafprward to develop further @nstructive
measurs on the E&P of energy resourcea the area To sumit up, all six countries
and severpartiesneed togradually integrateéheir standpointsn orderto makethe
South China Sessuea positive factorin SinoASEAN energy cooperation and East

Asian integration.

Figure 1South China Seboundarylinesclaimedby countries

Countries Claiming
Ownership

@ chin

Philippines

@ Gas/ Oil fields 0 500 1000 km

Source Sdiith China Sea Territorial IsseEkIA, March 2008 Available at
http://www.eia.doe.gov/emeu/cabs/Southira_Sea/SouthChinaSeaTerritoriallssues.html
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The practical wayorwardfor South China Sea energy exploration is to suspend
all sovereignty disputeand to develop bilateradr multi-lateral E&P cooperation.
China, Vietnam andhe Philippines havaaken a mutually-beneficial step with the
signing of theJIMSU. The agreement allowed the state oil firms of the Philippines,
China and Vietnam to conduct seismsitidiesin disputed areas of the South China
Sea, including the Sprathglandsthat werebeing daimed by the three countries and
other nations. The agreementovered 142886 squareilometresand allowed for
seismic information acquisition, processing and interpretation, but did not include
actual exploration. The agreement was boimom the needo find indigenous energy
resources, not only fandividual countiesbut alsofor theentireregion, said Antonio
Cailaq president ofthe Philippine National Oil Cmpany® The Wan An shoalso
serves as a milestonein Sino-Vietham joint energy explonain in the Paracel

Islands™

8 Abigail L. Ho, iRP-ChinaVietnamExplorationDeal On Spratlys_apses, Philippine Daily Enquirer 15 July
2008. Availableat http://www.nansha.org.cn/forum/viewtopic.php?p=2928

% | discussed this issue with scholars frimaVietnamese Academy of Social Sciences when visiting Vietnam in
early October 2008. We suggestedihga Track Two discussion by scholars from two countries, which would
presentjoint E&P plan to governments.
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Figure 2: Competingclaims in the South China Sea

Source Central Intelligence Agency

4. Conclusion and Suggestios

Chinad sFDI in ASEAN plays a important role in SinBASEAN energy
cooperation. Figure 3 represerg world foreign direct investemt in ASEAN from

1995 to 2004 andlable 9sums upgC h i s'F®16n the bloaduring thesameperiod.
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