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Mal aysi a- Thai venture to reap profits fromblack gold

Lokman Mansor

THE Mal aysi a- Thai | and Joi nt Authority (MIJA), founded in 1979 to jointly
expl ore and expl oit petrol eumresources off the @Gulf of Thail and,
continues to prove its critics wong.

Chal ki ng up one success after another, the MIJA and its proponents are
now nearer to taping the rich hydrocarbon deposits in the 7,250 sq km
joint devel opment area (JDA).

I nvest ments of US$300 million (US$1 = RMB. 73) over the |l ast four years

todrill 28 exploration and appraisal wells in the JDA have so far led to
di scoveries of 13 gas fields, with a conbi ned proven and probabl e gas
reserve of about 10 trillion cubic feet. This is enough to neet the energy

needs of both Mal aysia and Thailand for at |east the next 20 years.

The national oil conpani es of both countries, PetroliamNasional Bhd
(Petronas) and the Petrol eumAuthority of Thailand (PTT), have comm tted
t hensel ves to investing US$2.3 billionin the next three to four years to
devel op the gas fields. Productionis expected to conme onstreamin the
first half of 2001.

Once a bitterly contested overl appi ng area, the first breakthroughin

bi | ateral cooperation energed in 1979 t hrough a menor andum of

under st andi ng signed by the then Thai Prime M nister General Kriengsak
Chomanan and Mal aysi an Prime M nister Datuk Hussein Onn.

This led to the establishnment of the MIJA as a statutory body which
assuned all rights and responsibilities on behalf of the two governnents
to explore and exploit the non-living natural resources in the area,
particul arly petrol eum

Production sharing contracts (PSCs) were awarded i n 1994, all ow ng

petrol eumoperations to resune after nore than 16 years of suspension.
Petronas, through its whol |l y-owned subsidiary Petronas Carigali (JDA)

hol ds 50 per cent of the PSCin Block Al8 and 50 per cent in Blocks B17
and Cl19.

The ot her contractors are Triton O | Company of Thailand (50 per cent of
Al18), and PTT Expl orati on and Production International Ltd (50 per cent of
B17 and C19 bl ocks).

Under the PSCs, aroyalty will be paid by the contractors to the
governnments of Mal aysia and Thailand at the rate of 10 per cent of gross
production (5 per cent to each Government).

Petronas and PTT have been designated by their respective governnents to
jointly negotiate on their behalf for the purchase of natural gas in the
area. The result is the joint purchase of natural gas based on equal
sharing in the econonic gains and the further pursuance of gas utilisation
joint-venture projects.

Cost recovery for contractors is a maxi mumof 50 per cent of gross
production. For gas, exploration and devel opnent and hol di ng peri ods are
five years each while the production periodis 20 years. For oil,

expl orati on and devel opnment periods are five years each and the production
period is 25 years.

The MIJA is exenpted fromtaxation in Ml aysia and Thail and. For the
first eight years of production, the contractors' inconme tax will be

wai ved. For the next seven years, they will be taxed 10 per cent and in
subsequent years, the tax will rise to 20 per cent.

The npst recent success of the MIJA was the signing of two gas sal es
agreenments i n Songkhl a, Thail and, on April 22 witnessed by Prinme Mnisters



Dat uk Seri Dr Mahat hir Mohamad and Chuan Leekpai .

The first agreenent was bet ween MIJA and the contractors of Bl ock AlS8,
consisting of Petronas Carigali and Triton as the joint sellers, and
Petronas and PTT as the joint buyers.

It calls for the first phase of gas production fromBlock Al8 to cone
onstreamand delivered to the buyers during the first half of 2001, at a
potential maxi mumquantity of 390 million cubic feet per day.

The second agreenent was between MIJA and its contractors of Bl ocks B17
and Cl19, consisting of Petronas Carigali and PTTEP I nternational as the
joint sellers, and Petronas and PTT as the joint buyers.

Thi s agreenent calls for the first phase of gas production fromBl ocks
B17 and Cl9 to conme onstreamand delivered to the buyers of the JDA during
the third quarter of 2002, at a potential maxi mumflow of 250 million
cubic feet per day.

Intheir speeches at the signing cerenony, both Prine Mnisters said the
si gni ng heral ded anot her achi evernent in bil ateral cooperation and could
provi de additional inpetus torevitalise the econom es of Thail and and
Mal aysi a whi ch have been af fect ed by t he regi onal econoni c and fi nanci al
crises.

Dr Mahat hir said the MIJA, the first of such a uni que joint cooperation
bet ween two countries based on a wi n-win concept, stands out as a
precedent that such an approach in indeed able to resolve territorial

di sputes and wi || further strengthen and enhance bilateral ties between
Mal aysi a and Thai | and.

"This spirit of joint cooperation, which al so cones under the |Indonesi a-
Mal aysi a- Thai | and Growth Triangle (I MI-GT) framework, stands as a
testinony to the prosper-thy-nei ghbour phil osophy we have been
advocating," he had said.

I ndeed, the MIJA devel opnent has al r eady creat ed addi ti onal investnent
opportunities for both countries.

The natural gas fromthe fields offshore will be | anded onshore t hrough
a pipeline for processing by a Gas Separation Pl ant (GSP) in Songkhl a for
use by the end-users in the power, industrial, commercial as well as
residential sectors.

The pi peline project, to be known as the Trans- Thai | and- Mal aysi a

Pi peline System(TTM and the GSPwi ||l be jointly devel oped and oper at ed
by PTT and Petronas.

"Ofshore, the TTMpipeline will be extended fromSongkhl a and connect ed
to the Peninsular Gas Utilisation (PGJ) pipeline at Changlun in Kedah,
mar ki ng anot her major step towards the realising the trans-Asean Gas Gid
project,” Dr Mahathir had said.

Based on past experience, the inplenmentation of the project will also
serve as a catalyst for industrial devel opnent in Southern Thail and and
the Northern part of Ml aysi a.

"As proven in Kertih in Ml aysia, the establishment of the necessary
infrastructure will attract investnents, both | ocal and foreign,
especially in the rel ated downstreami ndustries which will help transform
Sout hern Thail and and Northern Mal aysia into a newindustrial and
commerci al area," he said.

The devel opnment wi |l | al so generate enpl oynent opportunities which will
particul arly benefit the peoples in Southern Thailand and Northern

Mal aysi a. And the MIJA proponents, not one torest ontheir laurels, are
al ready t aki ng steps towards nobilising the human resources in the area.
They announced the setting up of a 10 nmillion baht (100 baht = RMLO. 20)
hurman resource devel opnent fund for the people in Sout hern Thail and and
Nort hern Mal aysia to acquire the necessary skills to participateinthe
JDA.



The fund, to be adm nistered by MIJA, will consist of contributions from
the four entities participating inthe JDA Triton G, PTT and PTTE have
agreed to contribute 2.5 mllion baht cash each to the fund.
Pet ronas has agreed to contribute in kind by providi ng opportunities for
traininginPetronas' education franmework, which includes engi neering,
t echnol ogy and managenent.
The fund is expected to growin the future, and will eventual ly include
I ndonesi a as wel | .
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