12/ 06/ 2001
Scope for alliance between oil majors and state firns

Ei r mal asar e Bani

THERE i s still scope for alliance and partnershi p between super majors in
the oil industry and state-owned oil conpani es, says PetroliamNasi ona
Bhd (Petronas) president and chief executive officer Tan Sri Mbhd Hassan
Mar i can.

He said the super majors have created a dom nance and the i ndustry wl|l
just have to manage its relationship wth these entities as nost pl ayers
may not be able to conpete head-on with them

"There is no reason why the non-super nmgjors cannot work with the super
maj ors i n partnership. The industry is big enough for the benefits to be
shared," he told reporters after the opening of the 6th Asia G| and
Nat ural Gas Conference in Kuala Lumpur yesterday.

Earlier in his speech, Mohd Hassan said the super nmmj ors have shifted
their focus into the "wi n zones", domi nating areas of great potentials in
West Asi a as denonstrated by the entry of Shell and ExxonMbil into Saudi
Ar abi a.

The conbi ned reserves of Shell, ExxonMbil, BP Anbco and Tot al Fi naEl f
anounts to 75 billion barrels of oil with a conbi ned producti on capacity
of 13 million barrels of oil per day.

To date, the conbi ned market capitalisation of the super mgjors
i ncl udi ng Chevron and Texaco i s about US$1 trillion (US$1 = RMB. 80).

"As the dom nance of the super majors grow, it becane evident to the
governments controlling the state oil conpani es that the status quo was no
| onger sufficient," he said.

As for Petronas, he said, partnering with either the super nmajors or
non-super nmajors will depend on opportunities, |ocation of the project,
type of project and the comercial ability and risk-sharing that may have
to be taken into account.

"For exanple, we partner with ExxonMbil and Chevron in the oi
devel opnent in Chad," he added.

Nati onal oil conpany Petronas exports 60 per cent of its daily 630, 000
barrels of oil produced. About 30 per cent of the conpany's revenues cone
fromits overseas' investnents.

Mal aysi an oil reserves currently stand at 3.4 barrels and gas 87
trillion standard cu ft. The oil reserves are expected to | ast for about
15 to 16 years, he said.

In the energing competitive gl obal business environment, he said there
is greater urgency for national oil companies to work even cl oser to keep
pace with the industry giants or risk being marginalised.

He said maybe in the next five years, a consolidation between nationa
oi | conpani es in South-East Asia could be seen such as between Petronas,

I ndonesi a' s Pertam na, Petrol eumAut hority of Thail and and PetroVi et nam

On the high oil prices, he said they are just as much an eneny as | ow
oil prices as they place an i npact on econonic growth and denand,
particularly to a devel opi ng econony.

Asked on the ideal oil price, he said: "I would agree to a price |evel
that i s going to be sustainabl e over a period of time, which takes out the
volatility in the market place and al |l ow both producers and consuners to
better plan."

He al so said there are many factors that need to be bal anced before an
i deal oil price can be reached, such as the governnments' requirenents to
bal ance t hei r budgets and reasonabl e returns to producers, nmultinationals



or others.

Wth focus on "Bal ance Stability: Cooperation Anbng Producers and
Consuners"”, the conference was attended by 780 oi|l officials and conmpany
executives. Prime M nister Datuk Seri Dr Mahat hir Mohamad i s scheduled to
gi ve a speci al luncheon address today.
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