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SHELL GAS AND M TSUBI SHI CORP DI SCUSSI NG W TH PETRONAS ON EQUI TY
| NTEREST

By: Yong Soo Heong and Siti Hawa O hman

BI NTULU, April 21 (Bernanm) -- Shell Gas B.V. and M tsubi shi
Cor poration, which were previously sharehol ders of Ml aysia LNG (M-NGL),
are discussing with Petronas to continue the equity interest in the
liquefied natural gas produci ng conpany, Petronas president and chief
executive officer Tan Sri Mhd Hassan Marican said.

Bot h conpani es were sharehol ders of MLNGL at 15 percent each since
March 1978 but their equity agreenment had |apsed in Feb 8 this year.

Both Shell and Mtsubishi are shareholders in MNL& while Shell also
has a 15 percent stake in MNG3.

"They have expressed interest and we are discussing," Mhd Hassan told
journalists at a briefing on the Petronas integrated LNG Conpl ex at Tanjung
Ki durong, here.

The | atest plant, MLNG3 will be opened by Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad on May 8.

Wth the conming onstream of MLNG3, the conplex will be the world's
single largest LNG producing facility.

The total production is at 23 nillion tonnes per annum and its biggest
buyer were Japan, Korea and Tai wan.

MLNGL is 95 percent owned by Petronas and 5.0 percent by the Sarawak
State Government.

On anot her note, Mhd Hassan said Petronas would have to remain
conpetitive as the LNG business gets tougher and conpetition becones
stiffer with new producers and factors comng into play.

"W will have to find new ways to conpete,” he said.

He said conpetition was growi ng very quickly as new producers canme into
the picture to take advantage of |ow production cost besides the energence
of new markets, such as India and China.

For example, he said Australia had beconme a new conpetitor when it
recently signed the first LNG contract with China, setting a new benchmark
inits pricing (due to its |low pricing).

At the same tine, Mhd Hassan said Wst Asian countries were now
realising the potential of their gas reserves.

"Bei ng onshore, which is cheaper, they can conpete in North Asian
mar ket due to their |ow cost feed," he said.

Besides this, the energence of spot LNG trading, which currently
accounted for 10 percent of the global LNG business and tipped to expand
gradually to 30 percent would be an added conpetition in the long term

Nevert hel ess, Petronas being a global player with world class
capabilities, is well positioned to take up future challenges, he said.

He said demand for LNG was increasing in North Asia while Europe, which
had its own pipeline network, would become a new area for LNG grow h.

Mal aysia is the world's third largest LNG producer after |ndonesia and
Algeria and its largest buyers were Japan, South Korea and Tai wan.

Japan consuned 55 milliion tonnes of LNG per annum and Mal aysia LNG
accounted for 25 percent of its market, 49 percent of Taiwan's and 21
percent of South Korea's market.

"If we are to conpete in the global arena, we have to pit our head
together in a w n-w n-position.

"If we want to remain conpetitive, we must find new markets," he said.

He said the com ng onstream of new players, calls for Petronas to be
nore fl exible.



He said there was a lot of flexibility required and requested by
custonmers in new contracts and because of the long relationship, both
buyers and sellers had to acconodate each ot her.

Mal aysi a, Brunei and Indonesia are talking to each other to address
this new chal |l enges. -- BERNAMA
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