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Q: Update on the concluded tripartite seismic survey in an areas in the SCS. Findings.
A: As we all know we have completed slightly over 11,000 kms 2-D seismic survey data acquisition in the tripartite agreement. And then we have completed also processing of the same, the acquisition was done by a Chinese boat, a Chinese vessel. the processing was done by the Vietnamese in Hanoi and right now the processed data is being interpreted by the same team of the  companies here in the PNOC offices, so they are in one room in another building working together as a team interpreting now this data and were very encouraged by what were seeing so far in the sense that we see several prospects that may have good potential to contain sizable reserves of hydrocarbons but that still remains to be seen. By then we will be ale to give you a better sense or evaluation potential once we finished that interpretation.

Q: How long was the seismic survey, how long did it last and how long do you think the interpretation will take?
A: The seismic survey went fine, trouble-less and I think we completed it in about 6 weeks to a month or a month exactly. I’m not sure now of the definite time and then the processing took 2-3 months and we expect the interpretation to be completed by 4th quarter of this year.

Q: How soon and fast after the interpretation is completed by the end of 4th quarter can actual drilling or exploration begin or are we actually heading that direction soon?
A: Once we have this initial interpretation the 3 teams would be meeting to decide on what’s the next step is. There are several options of what we can take and 2 of those options are whether we decide that we have enough data to decide on where to drill or because of the size of the area, 11,000kms its really not that much to cover and complete the detail of the area. We might still decide to go for a second phase of seismic shooting this time to detail the map prospects that would then after that would lead to the eventual drilling. What I’m saying is if you remember also this tripartite agreement is good for a term of 3 years until march 2008. so if we decide to shoot another phase of seismic. We will probably do that next year 2007 do the processing so that definitely by the end of 2007 we should be in the position to pinpoint specific drilling locations if ever we do find one.

Q: Will it be the same parties that will be involved in the second phase?
A: Yes, we have decided that for the tripartite agreement for 3 years and maybe even through drilling the only parties that will be involved are the 3 national companies.


Q: In exploring future energy cooperation what are the lessons from the tripartite survey that you can pursue or those that have proven to unproductive that you may not undertake in future cooperation?
A: you mean within this area?
Q: yes
A: that has not been discussed thoroughly, the strategy is for the 3 companies which is of course represent the govt to really evaluate the value and potential of the area and from there we will probably face that decision whether we want to do it ourselves for awhile or after a certain period of time maybe invite other international companies to join the 3 of us in exploring the area. Butr that has not really been discussed to date and I agree it might be premature to do that not until we see what prospects we have.

Q: So were actually open to having some parties involved if all 3 parties agree?
A: Yes, if all parties agree definitely and you know it might be so because this is such a large area if I remember 143,000 sq.kms. that sometime down the line in the future that it will take a lot of exploration investment to properly and fully explore the area and the need perhaps you know for cooperation and funding from outside from international companies.

Q: Is that also because we would like to ensure an equitable investment for that drilling because the Phils for its part cannot sufficiently invest in that alone, so we would need some help, would that be the case?
A: Definitely from PNOC side that’s why even as we speak we are making plans to ready ourselves with the funding that we know will be needed in a big exploration effort such as this.

Q: CNOOC would bring in a lot of investments as well as the Vietnamese but for us we couldn’t really stand equal to them?
A: That concern was voiced out very early on even before we signed the tripartite agreement that was voiced out by Vietnam themselves that they felt they might be overpowered by the Chinese. Again in our previous interview I made, I expressed my confidence that the Chinese will not I think go that way. That the Chinese have been very pragmatic about all of this and they know they can overpower in terms of financing and manpower. I think they’re understanding the other 2 countries situation and therefore I am confident we would come to an acceptable arrangement in the future whereby everybody is able to join or partake of the benefit.

Q: Even if that would mean the Phils would invite partners so we can ensure an equitable investment?
A: Yes, I think so that will be part of the discussion. But of course in the 1st initial efforts in drilling, I would hope and I think that we can cover ourselves but as we’ve said the eventual cost of developing, the eventual production is quite enormous that we need to find out first.

Q: Have we readied the cooperative model or oil contract in the event of a pursuit of a drilling like how much will each one take?
A: Again in our last interview, I’ve mentioned that also and the respective govts as well as the national oil companies are now preparing the scenario to start talking to discuss just that to make sure that the eventual contract or term that will apply during the real exploration period is acceptable to all govts and that it complies with the respective regulations and laws.

Q: Do you expect that to be a grueling negotiation?
A: It could be. Again just like the 1st agreement it will take a lot of political will and a lot of give and take between the parties. But again I’m optimistic that we will arrive at a mutually agreeable arrangement. That is precisely the intent of the initial tripartite agreement and that is not only to acquire the data etc. but in fact to build trust and confidence among the players and I’m seeing that were very pleased, all the parties are very pleased that the degree or level of confidence and trust are now I think well set. So now we can be more open and more frank as to expressing each others concerns to each other and trying to reach a consensus.

Q: Having reached that level of confidence with China, how do we see the prospects of an energy cooperation with them, do we see them as actively doing it with us, having a cooperation on energy in this area?
A: yes, I think so. In fact CNOOC themselves have farmed-in in a block in a concession of PNOC entirely in Phil waters so we are also partners with them now in Palawan in the same general area but within clearly Phil territory. I guess on the part of China not only in their desire to explore to look for oil but again to demonstrate and I think its one of their efforts to show and demonstrate their desire to really work earnestly within the Phils.

Q: Will that be a liberalized type of cooperation with China or only selected areas we can open to them?
A: No. its exploration in the Phils and its open to anyone.
Q: They get the same…
A: yes, they will be operating under phil terms because this is entirely in Phil waters. No question about this, this is not in the conflicted areas.

Q: So how do we look at Japan and US, how do they fit in to our goals in oil exploration in that area? Do you look to them for some help or investment perhaps?
A: We’ve always wanted investments especially in the upstream exploration from US and Japanese companies. Just very recently about a month ago we actually went to a road show, conducted a road show in Tokyo to bring the power opportunities and by way of the National Power Corp. assets power plants that were selling to Tokyo to Japanese companies. We showed them the opportunities for exploration or from PNOC or from renewable energy opportunities and they gave hope that they are interested. The fact of the matter for example now as it is now there is a Japanese company that is exploring here. The JAPEX is here now they’re scheduled to drill somewhere in Tanon strait between cebu and negros. And we would like to see more and to your question they’re always welcome somehow, somewhere. That’s why we want to understand better what the concerns are of the Japanese companies why they are not coming in as much as we would want them to.

Q: Are they in our radar screen in terms of having exploration later on in the disputed areas, are we considering JAPEX at least or US?
A: As I’ve said that decision will have to be made later on whether those and companies or govt would be agreeable now to open up parts of the tripartite agreement to international companies like the Japanese companies and US companies.

Q: Just for a quick look at the bio-fuel industry in the Phils, the directions, what are our handicaps and what do we need?
A:   that is very timely topic, bio-fuel in the face of this maintained high crude oil prices. Countries like the Phils with not much oil reserve even with nothing to speak of to look at other alternative fuels and bio-fuel is one of those were looking at very very seriously. This govt or administration particularly the President is very serious about that. In fact by instructions of the president we have now realigned the mandate of one of our subsidiaries, our PNOC Petrochemical Corp has now been renamed as PNOC alternative fuel corp. Its main mandate now is to develop and grow alternative fuel in the Phils particularly bio-fuel.

Q: Any interested states expressed intent on investing in this?
A: Oh yes, surprisingly or maybe not surprisingly, tremendous show of interest especially from the Japanese companies.
Q: For the jathropha?
A: Well essentially when we first went on that road show, if I remember right then most of the questions were on ethanol. Because I understand in Japan they actually don’t use diesel-run motor vehicle. So they are more interested in ethanol but lately there have been some questions about bio-diesel along the lines of jathropha and palm oil from the Japanese. So there have been a lot of interest coming in from as far as the US to come and invest in bio-diesel refineries and well as feed-stock plantations be it palm oil or jathropha.

Q: Do we really have a potential to be a source for the world market for bio-fuel?
A: Definitely. I think the key to success here is to be able to aggregate the sufficient acreage, the sufficient hectareage that would be made available for jathropha and palm oil plantation. We feel that for it to be successful for it to be economically viable, that the approach from the feed stock side to on a plantation approach. You probably have heard when this jathropha thing came out, people were asking, “can we plant in the backyards?” Of course you can. You know but whether that style or that approach on a small scale of piece-mill daily basis will work economically is still I would say in question. So from PNOC point of view we would like to approach in a plantation scale level, we will define larger tracks of lands that we will develop into jathropha or palm oil plantations build the refinery pretty close to it so that our aggregation cost for the oil itself bringing it to refinery will be much less and obviously to lower the production cost and to make it competitive to diesel.

Q: Initially you’re looking at Negros island for this?
A: Were looking at several. There’s very good potential of being able to put together sufficient acreage in Mindanao
Q: But what about the peace and order problem there?
A: Especially so, we hope that we can hit 2 birds with one stone. I think it is also strategically connected with the economics. I think that if we can establish plantations, it will create jobs, create wages and potential for earning money for local folks there I think that might work. But that’s also the peripheral objective of govt. yes there were very optimistic, in fact I would say, I would hazard to say at this point that maybe bio-fuel thru the planting of jathropha and palm oil might be the key solution to our fight against poverty in this country. So I think it will be a key ingredient in making that success work.

