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PHILIPPINES

PETROLEUM EXPLORATION PROMOTION PROJECT

(Ln. 2201-PH)

PROJECT COMPLETION REPORT

PREFACE

This is the Project Completion Report (PCR) for the Petroleum Exploration
Promotion Project - BED component - in the Philippines, for which Loan 2201-PH
in the amount of US$13.5 million was approved on September 30, 1982. The loan
was closed on December 31, 1987, one year behind schedule. The loan amount,
revised at government'’s request to $8.0 million, was fully disbursed snd the last
disbursement was in June, 1988.

The PCR was jointly prepared by the Industry and Energy Operations Division
of the Asia Regional Office (Preface, Evaluation Summary, Parts I and III), and
the Borrower (Part II).

Preparation of this PCR was started during Bank’'s final supervision mission
of the project in December, 1987, and is based, inter alia, on the President’s
Report (no separate Staff Appraisal Report was prepared); the Loan, Guarantee,
and Project Agreements; supervision reports; correspondence between the Bank and
the Borrowers; and internal Bank memoranda.
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PROJECT COMPLETION REPORT

PHILIPPINES

PETROLEUM EXPLORATION PROJECT

(Ln. 2201-PH)

EVALUATION SUMMARY

Objectives: The Petroleum Exploration Promotion Projects (Loans 2201 and 2202-
PH) were designed with a view to rekindling the interest of oil companies in
exploration for oil and gas in the Philippines, and the extension of exploration
activities to relatively unexplored offshore areas. Two borrowers were involved,
the Republic of the Philippines for offshore areas and some unlicensed onshore
areas and the Philippine National 0il Company (PNOC), which had control of most
onshore areas. This report deals with the successrul exploration promotional
effort carried out by the Bureau of Energy Development (BED) in the Ministry of
Energy and the successor to BED, the Office of Energy Affairs (OEA) in the Office
of the President.

The strategy adopted for the project was to enhance the country’s
geological data base and to develop new exploration policy concepts through a
nationwide basin evaluation exploration program. The results of the basin
studies were to be contained in a promotional report which the Government would
use in an active promotional campaign to revive international interest in
petroleum exploration interest in the country.

Implementation Experience: The project implemented consisted of the
aeromagnetic survey of the offshore and onshore sedimentary basins over most of
the Philippine archipelago except in the Sulu Sea and Palawan with 215,844 line
km of data acquired, processed and interpreted; seismic survey over offshore
areas not surveyed in the past with 9,104 line km profiled, processed and
interpreted; regional basin evaluation studies carried out in 15 offshore and
onshore basins, incorporating old and new data and a promotional package
developed; and training to upgrade the technical capability of the Filipino staff
involved in the project, to be completed through foreign training or short-term
local courses in the Philippines.

The project largely depended on foreign contractors and consultants for
its technical execution. The need was to define precisely the job content of
the contracts to be let and the terms of reference for consultants. Bank
professional staff provided useful assistance in this work.
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Results: Being an exploration promotion project, no economic or financial
analysis of the project was made at appraisal. The project objective was,
however, achieved in that five exploration contracts have been concluded and more
will follow. Nine out of the 15 basins promoted apparently have been found
attractive. The contracts typically provide for oil companies to carry out
geophysical work, basically reprocessing of seismic data and interpretation,
expending certain stated minimum amounts. Drilling options are thereafter
available and after one or two wells are drilled, the next stage would lead to
signing of service contracts for production and production sharing. Incentives
for participation by Filipino partners with foreign oil companies are built into
the service contracts.

Sustainability: This type of project has a ripple effect and how far the ripple
will spread is a function of the success of the promotion (which has been
achieved) and ultimately of the companies’ finding commercial hydrocarbons.
The information gathered, however, establishes that there is a high probability
of moderate hydrocarbon finds of a commercial nature.

Findings and Lessons Learned: Fluctuations in oil prices during this period
had created considerable uncer:ainty in the international oil industry and so
the international promotional campaign was planned with care and deliberately
delayed to the middle of 1987. The formulation of the terms for exploration
were done taking into account the considered views of the Bank professionals to
ensure a wide response. The fact that 43 promotional reports were sold, 14
companies applied for various areas and 5 exploration contracts signed as of
1989, is indicative of a successful, well planned campaign. The association of
BED staff in the basin evaluation program carried out by the contractor’s and
consultants provided a great opportunity for local staff to hone their skills
and turn into synergistic explorationists. OEA would, therefore, be well advised
to address itself to the important question of the country benefitting
technologically by associating both its own trained staff and that of PNOC, with
the o0il companies through the various stages of exploration, development and
production activities. In particular, this is a unique opportunity for PNOC-EC,
with its corps of trained geoscientists and drillers, to seek to participate with
the oil companies when service contracts are signed and vigorous exploration by
the foreign oil companies of offshore resources is pursued. Any risk investment
which PNOC-EC has to make until the exploration wells establish commerciality
of hydrocarbon finds is not likely to be large and in participating with several
0il companies such risks are spread out.




THE PHILIPPINES

PETROLEUM EXPLORATION PROMCTION PROJECT
(LN 2201-PH)

PROJECT COMPLETION REPORT

PART 1I: PROJECT REVIEW FROM BANK'S PERSPECTIVE

1. Project ldentity

Name : Petroleum Exploration Project
Loan No. s 2201-PH

RVP Unit Asia Region

Country : Philippines

Sector s Energy

2. Project Background

2.01 The Philippine energy situation is characterized by a heavy dependence on
imported oil (582 of total and 70Z of conventional energy in 1987) and limited
activity in exploration and development of indigenous resources. Proven oil
reserves amount to only 4 million tons. Potential coal reserves amount to 1,500
million tons, but most of it is low grade and is expensive to mine. Hydro
resources are substantial, with a potential of over 10,000 MW, but the sites
(except for the few developed) are far from the grids and too costly to develop.
Geothermal resources are abundant, a possible 8,000 MW, about 894 MW of which
have been tapped and much more to be developed in the near term. With a view
to assisting the Philippines to exploit its indigenous potential, the Bank
extended four loans in FY82 and FY83, one for coal exploration, one for
geothermal exploration and two for petroleum exploration promotion. A second
Bank loan for a geothermal power project approved in FY88 includes provisions
for appraisal and delineation of several geothermal fields.

2.02 The Petroleum Exploration Promotion Projects (Loans 2201 and 2202-PH) were
designed with a view to rekindling the interest of oil companies in exploration
for oil and gas in the Philippines, and the extension of exploration activities
to relatively unexplored offshore areas. Two borrowers were involved, the
Republic of the Philippines for offshore areas and some unlicensed onshore areas
and the Philippine National 0il Company (PNOC), which had control of most onshore
areas. This report deals with the successful exploration promotional effort
carried out by the Bureau of Energy Development (BED) in the Ministry of Energy
and the successor to BED, the Office of Energy Affairs (OEA) in the Office of
the President.
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2.03 The project under review had an overall cost of §9.5 million, about 41X
less than the appraisal estimate of $16.0 million due to the lower than expected
cost of the aeromagnetic and offshore seismic surveys, owing to the recession
in the petroleum industry during the period. Disbursement of the Bank loan was
consequently lower than envisioned, at $7.79 million against a loan amount of
$13.5 million. This was foreseen early in the project, and the Government and
Bank agreed to cancel $4.5 million of the loan amount in May 1984 and $1.0
million in June 198S.

3. Project Description and Objectives

3.01 The strategy adopted for the project was to enhance the country’s
geological data base and to develop new exploration policy concepts through a
nationwide basin evaluation exploration program. The results of the basin
studies were to be contained in a promocional report which the Government would
use in an active promotional campaign to revive international interest in
petroleum exploration interest in the country. The project was identified in
the course of discussion with the Government in late 1981 and firmly defined by
February 1982. The project as appraised consisted of the following:

- Aeromagnetic survey of the offshore and onshore sedimentary basins over
most of the Philippine archipelago except in the Sulu Sea and Palawan with
168,000 line km of data to be acquired, processed and interpreted;

- Seismic survey over offshore areas not surveyed in the past with 8,400
line km to be profiled, processed and interpreted;

-~ Regional basin evaluation studies to be carried out in 15 offshore and
onshore basins, incorporating old and new data and a promotional package
to be developed; and

- Training to upgrade the technical capability of the Filipino staff involved
in the project, to be completed through foreign training or short-term
local courses.

4. Project Design and Organization

4.01 The project largely depended on foreign contractors and consultants for
its technical execution. The need was to define precisely the job content of
the contracts to be let and the terms of reference for consultants. BED's own
geoscientists, assisted by Bank staff, performed this task effectively.
Consultants also assisted in supervising the work of contractors, assistance
which proved to be particularly useful. The project was well timed as advantage
could be taken of the buyer's market prevailing at the time. The project
*quantities® had to be increased slightly in the light of actual conditions
during implementation. This was anticipated and not unusual in this kind of
work.



5. Project Implementation

5.01 Aeromagnetic survey: Questor Surveys, Inc. of Canada was asked on December
3, 1982 to mobilize and the first survey line was flown on January 18, 1983. The
acquisition was completed in April 1984, and the final contour and color maps
were delivered to BED by end of September 1984. This was six months later than
expected due to R 25 increase in coverage (to 215,844 kms) poor weather
conditions caused by typhoons and storms, mechanical problems with the survey
equipment and aircraft, and the crash of one of the two aircraft in April 1983
(which was replaced by another in June 1983). International Exploration Inc.
of the United States (Intex) assisted BED in the planning of the aeromagnetic
survey, supervision of data acquisition as well as data analysis. interpretation,
and the preparation of reports. Intex prepared the last of the depth-to-magnetic
basement maps during January 1985, at which time the project was about seven
months behind schedule.

5.02 Offshore seismic survey: Seiscom Delta United International Corp. (SD)
of United States commenced acquisition of seismic data on April 25, 1983. By
September 14, 1983, 9104.35 line km of seismic profiles had been gathered over
15 offshore areas. Processing of 1,084 kms (a representative sampling of lines
in each survey area) was done at Seiscom Delta'’s center in Australia in October
1983. The bulk of the remaining marine data was processed at PNOC's seismic data
processing center, which began operating in May 1984, according to a priority
schedule by area and by lines within each area. The offshore seismic coverage
was augmented by 4,770 line km of infill seismic data gathered by the
Petro-Canada International Assistance Corporation on a grant basis to the BED
over selected offshore areas. Although processing was delayed by about six
months to await establishment of the PNOC pr -ess center, this did not delay the
exploration promotion which took place in S.: .ember 1987.

5.03 Regional basin evaluation: Robertson Research - Flower Doery Buchan of
Australia (RR) was selected as the consultant for the basin evaluation studies
as well as for the supervision of the offshore seismic program. RR was in
position by late-1982 in anticipation of the signing of the contract on May 19
1983 to provide 56 man-months of consultancy services until 1984. However, 21
additional man-months had to be added in 1985, 4 in 1986 and 3.5 in 1987 due to
delayed implementation of some components, e.g., aeromagnetic data acquisition
and setting up of PNOC seismic processing center. Also, in the course of
implementation of the basin evaluation studies, the NW Palawan and Reed bank
areas were subsequently included, on relinquishment by service contractors. RR
committed three experts on a continuing basis and a number of specialists on
short-term assignments; 18 geologists/geophysicists from BED worked closely with
the RR personnel in a pool which catered to a synthesis of geology, geophysics,
geochemistry, sedimentology, paleontology, micropaleontology, cartography,
petrography, biostratigraphy, and seismostratigraphy. The result was a
comprehensive geclogical analysis of 15 onshore and offshore sedimentary basins
and sub-basins. The final product is contained in a comprehensive promotional
report in 12 volumes of text and atlases.

5.04 Project promotion: This was the most critical phase of the project as
the fluctuations in oil prices during this period created considerable
uncertainty in the international o0il industry. The promotional campaign was
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planned with care and was deliberately delayed to the middle of 1987, when the
international o0il industry recommenced expressing interest in foreign
exploration. The formulation of terms for exploration were done, taking into
account the views of the Bank to ensure a wide response. First, an introduction
to and a preview of the promotional presentation to take place in September 1987
was given in different forums. The promotional presentation was then made at
Manila, Houston, Calgary and London. Seventy companies attended the different
presentations. As of November 1988, 43 report sets had been subscribed to and
14 companies had applied for/expressed interest in 14 exploration areas.
Contracts had been signed or were about to be signed with five of these
companies. Five others were under negotiation.

5.05 Training: BED engaged the International Human Resources Development
Corporation (IHRDC) to run 10 courses of one-week duration each in Manila for
the benefit of BED and PNOC technical staff. There was also a course on
*Economic Evaluation of Petroleum Exploration and Development Projects" for
senior staff members. The valuable association of BED staff in the basin
evaluation program carried out by Robertson Research also provided a great
opportunity for the former to hone their skills and turn into synergistic
explorationist>. Although several of the staff have since left BED, it appears
that most of them are within the country working for PNOC or private oil
companies.

5.06 The loan closing date was extended by one year to December 31, 1987
primarily to carry the project through ..s logical cycle up to the presentation
to the oil companies.

6. Major Results of the Project

6.01 Being an exploration promotion project, no economic or financial analysis
of the project was made at appraisal. The project objective, however, has been
fully achieved in that five exploration contracts are being concluded and more
will follow. Nine out of the 15 basins promoted apparently have been found
attractive. The contracts typically provide for oil companies to carry out
geophysical work, basically reprocessing of seismic data and interpretation,
expending certain stated minimum amounts. Drilling options are thereafter
available and after one or two wells are drilled, the next stage would lead to
signing of service contracts for production and production sharing. Incentives
for participation by Filipino partners with foreign oil companies are built into
the service contracts. These incentives allow 7.5% of gross revenue to the oil
companies so long as the Filipino participation is at least 302, with downward
adjustments for lower participation. This is a laudable provision and it is to
be hoped that the Filipino participation would result in technology transfer from
the oil companies.

6.02 This is also a unique opportunity for PNOC-EC, with its corps of trained
geoscientists and drillers, to seek to participate with the oil companies when
service contracts are signed and vigorous exploration by the foreign oil
companies of offshore resources is pursued. Any risk investment which PNOC-EC
has to make until the exploration wells establish commerciality of hydrocarbon
finds is not likely to be large and in participating with several oil companies
such risks are spread out. Further, PNOC-EC should be in a pesition to offer
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services to the oil companies, for example of its seismic processing center, and
earn some income. OEA would be well advised to address itself, seeking the
guidance of the Energy Coordination Council, tn the important opportunity for
the country to benefit technologically by associating with the oil companies
through the various stages of their exploration, development and production
activities.

7. Project Sustainability

7.01 This type of project has a ripple effect and how far the ripple will spread
is a function of the success of the promotion (which has been achieved) and
ultimately of the companies®’ finding commercial hydrocarbons. Probabilities can
be worked out and intelligent guesses made of likely quantities and financial
returns but this would be time consuming and still only a "probability®. The
information gathered has established that there is a high probability of moderate
hydrocarbon finds of a commercial nature.

8. Bank Performance

8.01 At project origin, the Bank advised BED to consider undertaking an
aeromagnetic survey, followed by seismic surveys of the offshore on a selective
basis. The project was designed, with BED and the Bank working together towards
the objective of -“eveloping promotional packages to interest oil companies in
exploration. This interaction was maintained throughout the project as the
promotional campaign was developed and implemented. Through eight supervision
missions, the Bank assisted BED in overseeing the work of contractors and
consultants and ensuring that problems were prevented or sclved. Bank staff
reviewed the draft promotion package and offered useful comments. The Bank also
contributed to the formulation of the terms of the contracts to ensure wider
industry participation. Apart from the financial assistance of the loan, the
Bank made a substantial direct technical assistance. This project demonstrates
that, more than through financial assistance, the Bank could play a significant
role in opening up a country for exploration (of hydrocarbons in this case), if
there is a judicious mix of technical input by Bank staff and inputs from
consultants.

9. Borrower's Performance

9.01 BED/OEA displayed a strong commitment to the Project. At all stages f-. ..
conception to completion, the wusge to succeed was mnoticeable. Taa
contractors/consultants and the Borrower's staff maintained cordial relationships
and the cooperation was of mutual benefit. BED/OEA has had competent managers
who could use to good effect external financial and technical resources when
necessary and available.

10. Project Relationship

10.01 Relationships among the various project participants - the Bank, BED and
contractors/consultants, were extremely amicable, which helped to achieve smooth
project implementation.
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11. Contractors and Consultants' Performance

11.01 In general, all contractors and consultants performed well. 1In the
aeromagnetic survay, Questor's recordings were within the tolerance levels and
diurnal variances. Line positions and flight elevations were well controlled.
Intex, in controlling the quality of the survey, in interpreting the data and
preparing the depth-to-magnetic-basement maps warranted a good rating. Seiscom
Delta United zecorded offshore seismic data with resolution which was optimal,
indicating employment of an airgun source which was well tuned and stable. The
data processed by them indicated the use of advanced software with flexibility.
Seismograph Service Corporation, which assisted PNOC-EC to set up the seismic
processing center and helped in processing an initial 3,000 line km of marine
data, go* *he center going efficiently after a few teething problems and provided
quality. The inputs from Robertson Research, assisted by Flower Dorey Buchan,
were co! “icive to good results as evidenced by a thorough basin evaluation and
presenta.ion to the industry. The satisfying common denominator in all of the
consultants® work was that Filipino staff could participate fully in the
activities and benefit by the association.

12. Project Documentation and Data

12.01 A staff appraisal report had not been prepared for the project, but the
President’s report was detailed enough on the technical descriptions. The legal
documents were clear. The supervision reports and the progress reports from the
Borrower have been exhaustive.
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PART II: PROJECT REVIEW FROM BORROWER'S PERSPECTIVE

The Office of Energy Affairs in the Office of the President, Republic of
the Philippines prepared Part II of the Project Completion Report of this project
in June 1988.
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SUMMARY

The Petroieum Explioration Promotion Project was conceived
ax a Financial and techmical assistonce  to support L
efforts of the Goverrmnment of the Philippines in ites drive
to deveiop indigenous energy resources amd attain  celf-
sutficiency in energy. The strategy adopted was to enhance
the country s geological data base and develop 1w
exploration piay concepts through a nationwide bazsin
avaluation program. The results of the basin studies shall
be contained in a promotional report which the Government
will use in am active promotional campaign O revive
cetroieum exploration interest in the country. The
objectives of the Project were: (a) to rekindle petroieum
exploration interect in the countrvy and {(b) to strengthen
the technical capabilities of the implementing agencies.
The Project consisted of four components: (a) nationwide
aeromagnetic <urvey, (k) offchore seismic survey {c}
regional basin evaluation ctudies, and (d) training.
Complementing the Project was a grant from Petro-Caanda
Iinternational Assistance Corporation {(PCIAC) which acquired
and processed additional seismic lines in selected offshore
areas. During the implementation of the Project it was
agreed that the aeromagnetic survey be expanded to include
other onshore areas. The basin evaluation studies also
included areas which were recently relinquished by service
contractors. Despite the additional coverage to <come of
the Praject components, it became apparent that not all the
loan funds of US$13.5 million would be required. In 1924
and 1935 the Government requested the cancellation of 4.5
million and $1.0 miilion, respectively. Thus, only US%$2.0
million was ultimately committed to finance the wholie
Project.

The results of the Project are contained in 70 sets of a
12-volume report which congists of a project summary. <L)
volumes of text and appendices, four atlas volumes and one
suppiement. The report presents the conclusions and
significant results of the basin evaluation program. New
petroleum play concepts have been developed and old oneg
expandgded upon to provide the explorationist with a wide
variety of untested or inadequately tested objectives.

A promotional campaign was carried out in September 1937 in
Manila, Houston, Calgary and London where _ two-day
eresentations were conducted before reprecentatives of the
oil industry. A complete set of the report was alcso
displaved in these places for perusal of the precentation
participants. Az of June 1983, 36 report cets have been
subwcribed to and. 7 companies have applied for %

exploration areas. i . oot -
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The Project as a whole succeeded in making a nationwide
evaluation of the petroleum potential of the country’'s
sedimentary basin, both onchore and offchore. It also was
an effective mechanism of training the Filipino technical
staff involved in the Project. Applications for petroisum
contracts have ctarted to come im and it is anticipated
that dJdrilling activities will increase in the very near
future.

HISTORICAL RETRUSPECTIVE

A. Introduction

The Philippines, just like many developing countries, ic
highly dependent on imported enerqy. In 1973 the country
was importing 92% of its primary energy requirements mainly
in the form of o0il whiie the rest were suppiied
Jdomestically by hvdropower, nonconventional ener gy
resounrces such as bagasse and <some coal. The abrupt
spiralling of oil prices starting in late-1%73 proved to be
specially critical to oil-importing countries which exposed
them to geopolitical turbulences that occur in the majar
oil producing region the Middle Eacst.

The Philippine government in reaction to the implications
on the security and economic development of the country of
such escalation of o0il prices embarked on a national policy
of self-reliance on energy. An integrated energy policy
was formulated to (a)} ensure adequate, stable and <cecure
supply of energy, {(b) to promote effective management of
energy demand and (¢} to safeguard environment in the
pursuit of these energy activities.

The national energy program required (a) the
diver<cification of the commercial and geographical sources
of imported energy for the country (b» accelerated
development of indigenious source of energy resulting in the
reduction of dependence on oil as primary energy <cource,
(c) promotion of energy demand—-management and eneragy
concservation, (d) development of Filipino technical and
financial capability in energy technology and {e)
preservation and protection of the environment.

By the mid-1970°s appropriate legislations have been
enacted to encourage the exploration and development of
indigenous energy resources such as petroleum, coali and
geothermal through the production <haring scheme.
Precidential Decree No. 37 enacted in 1972 served as the
inctitutional framework which covers all activities related
to the exploration, development and production of
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petroleum. Thiz aliows the participation of technically
and financially qualified foreigm companies to participate
in upstream petroleum activities while upholding the
rovereignty of the state over the energy resources. The
result was an upsurge in petroleum drilling activities in
the countrvy specifically in the offchore where several
major multi-national companies under took extensive
geophy<cical survevys and geological studies.

In early 1976, the first significant offchore oil discovery
was made at the Nido-l1l well in. NW Palawan from Lower
Miocene reefal and in the came type of petrolasum play
reculted in a few more oil and gag discoveries wells. In
1979, the first commercial oil production in the country
went onstream from the Nido Complex under a service
contract with Philippines - Cities Service Inc. {PCSI).
Thic was followed in 1931 by the Cadlao Field of Amoco and
in 1932 by the Matinloc Complex also of PCSI. The three
oilfields are of modest sizes and as of end 1927 have
produced a cumulative total of 33.3 million barrels of oil.
The oilfields are typical of Tertiary limestone recervoirs
in Southeast Acia, very high initial productivity but with
corresponding high rate of depletion.

Several other o0il and gas discoveries have subsequently
been found, mostly in offchore NiW Palawan but most prove to
be non-commercial or located in very deep water. The
relatively active exploration activities in the late 1%70°'cs
and the very early 1980°’s which thereafter steadily
declined <tarting in 1983 wac influenced primarily by no
new cignificant discoveries that followed after Nido,
Cadlao and Matinloc.

Similar activities in the exploration and development of
other forms of indigenous energy reseources were
implemented from the mid-1970°’s to the early 1980°c. By
1937 domestic energy resources were contributing 37% of the
country’s energy requirements. These came primarily from
nonconventional energy resources, hydropower, geothermal,
oil and coal.

e. Eeéiess_ﬂgsksrggnd

In May 1981, the Philippine Government through the Bureau
of Energy Development {(BED} of the Ministry of Energy {(MUE)
" developed a proposal to the World gank for poscible
financial assistance for a pationwide offshore/onshore
seismic_survey_program. The program will concentrate in
areas not covered by Petroleum Service Contracts and will
include deep water areas acs well. It was hoped that with
the generation of seismic data in areas concidered to be



"high risks"”, enocugh exploration interest will be generated
amongst foreign o0il exploration companies. In JOctober
1921, tHorld Bank officials {(Messrs. McCarthy and Fallen-
Bailey) who were in Manmila Jduring the 2nd Aldean Council on
Petroleum (ASCUPE) Conference and Exhibition met with BED
nfficials and recommended that a regional_aeromagnetic
survey be conducted First before the seismic survey program
iz initiated.

puring a two-week visit starting in November S5, 1931 a
World Rank Mission accompanied by two (2) aeromagnetic
consulitans discusscsed BED’s project propocal as well as the
cotroieum and geothermal programes of PNOC. It was agreed
tnhat the BED project chall include an aeromagnetic survey
over celected land areas and a marine_seismic_survey over
areas with data gaps. For three (3} weeks 1in February
1982, another Uorld Bank Mission visited the BED and
finalized the work program as follows:

Aeromagnetic survey totalling 1£8,000 line-km.

uffshore seismic survey comprising 8400 line—km.

. Nationwide petroleum evaluation of <sixteen (1&)
Philippine <sedimentary basins for a 2-vear  period
involving foreign consultants.

Cipy -

Negotiations for the BED and PNUC petroleum projects were
held in Washington D. C. from &-13 July 1982. The BED loan
component {(Loan 2201-PH) amounted to $13.5 million while
that of PNUC (Loan 2202-PH) was $24.0 million. The loan
agreement was formally signed on 28 uctober 1%32. ‘

C. Praject ubjectives and Descrietion

The Philippine Petroleum Exploration Promotion Project was
designed to rekindle petroleum exploration interest in the
country as well as extend exploration activities to
relatively unexplored onchore areas. It also aimed to
strengthen the technical capabilities of the two
impiementing agencies, BED and PNUC.

The BED component of the Project concists of (a} a
nationwide aeromagnetic survey of 163,000 liine-kms, (b:
of fchoke <cseismic survey of 3,400 line-kms, (¢} regional
pacsin evaluation of about 15 onshore and offshore
sedimentary areas and (d) a training program for the
Philippine ctaff involved in the Project. A brief
description of these components follows:

{i} the nationwide_aeromagnetic_suryvey component was
to be carried out in the onshore and offshore

sedimentary basins, excluding the more aobvious
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economic basement areas, over most of the
Philippine archipelaqo except in the Sulu Sea and
Palawan. The initial phase entailed a brief
review of available information on Philippine
cedimentary basins and the outlining of the areas
to be covered by the aeromagnetic survevy. The
zecond phase required the determination of the
various parameters to be applied in the conduct
of the survey while and the third phase included
the supervision of the survey as well as the
processing and interpretation of the acquired
data.

{ii} The qffshore seismic_survey component of  the
Project was designed to gather information over
offshore areac with data gaps, i.e., areas with
no inducstry coverage. A similar work methodology
as that in the aeromagnetic survey was adopted
for thic component of the Project.

{(1ii} The regignal bagin_evaluation studies were to the

carried out in fifteen (15) onshore and offshore
basins or sub-basins by incorporating the newly-
acquired aeromagnetic and seismic data with
previous exploration information. The results of
the evaluation will be contained in a promotional
package which will made available to oil
exploration companies.

{iv) The training component was meant to upgrade the
technical capability of the Filipino <taff
involved in the Project. Thic was to be
completed through foreign training or short term
courses.

PROJECT IMPLEMENTATION

A. Achievement of Project vbjectives

The loan agreement was formally signed on uctober 28, 1932
but preparations for the start of the aeromagnetic and
ceismic surveys and consulting services had been made
2arlier to take advantage of the good weather window.
Signing of contracts with the various contractors and
consultante was slightly delayed pending the approval by
various Philippine government agencies but work on the
various components of the Project proceeded nevertheless to
adhere as much as poscsible to the timetable initially
agreed upon between the BED and the World Bank.
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Modifications to the work program wWith concurrence trom 'the
World Bank, nad to be made in the course of implementation
of the various project components wnen it was telt that
such  changes would improve the overall results of the
Project.

1. Nationwide Aeromagnetic_Survey. The original
program was to carry out lsg, 522 line—-km vut 1in
the course of the survey it was agreed to add
another 25% coverage. Notice for the contractor,
uuestor Surveys, Inc. of Canada, to mobilize was
icsued on 3 December 1992 and after test flights
the first survey line was flown on 18 January
1933. Data acquisition was completed, including
reflys, on v April 1984, Final aeromagnetic
survey coverage after measurements from flight
paths amounted to 215,244 line—-km. The duration
of aeromagnetic data acquisition went beyond the
timetable due primarily to inclement weather
conditions {typhoons and storms), frequent
diurnal disturbances, mechanical problems with
the survey equipment and aircraft, and the crash
of one of the two aircrafts in April 1583. The
latter necescitated a replacement aircraft which
arrived in Manila from Canada in June 1%, 1983
which was immediately refitted and flew its first
mission in June 23.

International Exploration, Inc. {INTEX) of
Philadelphia, U.S.A. ascsicsted the BED in the
planning of the aeromagnetic survey. supervision
of data acquicsition as well as data analyeis,
interpretation and the final reports.

The coverage of the aeromagnetic survey is chown
in Annex "A".

. 2. The gffchore Seigmic Survey. This project
component was advertised in three (3) foreign
publications and one local newspaper on August
18, 1982, The winning bidder, Seiscom Delta
United {Int’l.) Corp. was chosen with the
caoncurrence of the World Bank based on technical
and financial criteria. The contract was signed
on 07 July 1983 but Seiscom Delta was given the
formal notice to mobilize on April 22 and data
acquicsition started on April 2S to take advantage
of the good weather months. The survey was
completed on 14 September or over a period of
4.77 months and 9104.35 line-km of seismic
profiles were gathered over 1S offchore areas.



Some programmed lines were cut short or not shot
when initial shipboard monitors indicated wvery
shallow basement or thin sedimentary seauences
over some areas. Additional profiles wers
acquired in areas with thick sedimentary tiil.

The data gathering phase of the survey was
cupervicsed by consultants from Robertson Research
{Australial.

Processing of some .000 line-km of ceismic field
dJata was dJdone by Seiscom Delta in Melbourne,
Australia. The bulk of the data wac procesced by

PNUC using their newly-installed VAX/730. The
processed data which was done on an area by area
bacis was immediately interpreted and

incorporated in the basin evaluation studies.

The offshore seismic data coverage was augmented
by 4770 line-kmg of infill seismic data gathered
by Petro~-Canada International Assistance
Corporation (PCIAC) on a grant basics to the BED
over selected offshore areas.

Annex "B8° shows the final coverage of the
offchore seismic survey.

The Regional_Basin Evaluation Studiec entailed a
multi-disciplinary scynthesics of all available
exploration data, including the newly acquired
information under the Project. The result is a
comprehensive geological analysis of 15 onshore
and offshore sedimentary basins and <sub-basins.
The petroleum potential for each cedimentary
basin was evaluated and the basinc were ranked in
order of prospectivity. The final product i=
contained in a comprehencive promotional package
or report which will be made available to
interected 0il exploration companies.

et .

m “C" indicates the sedimentary basins and

b-basine covered b the evaluation studies.

The basin evaluation studies required the
services of experienced consultants and for these
bid invitations were <cent out to several
consulting firms. The letters of bid invitations
were <cent out mid—-August 1932 and by 1 October
cix (&) responses were received. Evaluation of
the bid tenders was completed on 22 Uctober and
Robertson Research (Australia) - Flower Doery
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Bucran {Australia) was selected and recommended
ags the consultant for the basin evaiuation
studies as well as in the csupervicion of the
offshore gseismic survey program.

The contract for consultancy was signed on 19 May
1'#23 but even previous to this some consultants
have already started working on the Project 1in
preparation for the offshore seismic survey. The
contract was initially for a period of Se—-man-
months of consultants for the programmed 2-vear
duration of the Project (1983~-1984) including
consultancy time rendered in late 1932. However,
delays in the implementation of some of the
components of the project, e.g. aeromagnetic data
acauisition and setting up of the PNOC Seicmic
Processing Center, affected the pace of the
interpretation of the aeromagnetic and offcshore
seismic data. In the course of the bacin
evaluation studies, the N Palawan and Reed Bank
areas were subsequently included in the coverage
cince thece areas were gradually being
relinquiched as service contracts during the
duration of the Project.

The extencsion of the completion date of the
Project was also influenced by the level of
wor ld~wide petroleum exploration which in 19a5
and 19896 experienced a downturn in drilling
activities. A collapse in crude o0il prices in
early 198e also greatly affected the timing of
the promotion of the project report. In the
domestic front, the economic and political
situatione prevailing in the Philippines in 1324
and 1985 were marked by uncertainties. Prospects
for improved stability became diccernible
thereafter with the change of government after
February 193s, coupled with the ratification of a
new Philippine Constitution in early February
1987, and the holding of congrescional elections
in May 1987. There was a marked improvement and
stabilization of oil prices towards the end of
198s. The promotion of the Project was finally
programmed for the 3rd quarter of 1937,

The several extensions given to the completion o
the basin studies offered more time to undertake
Jetailed and exhaustive evaluation of the various
basins. The result ie a comprehencive
promotional report concsisting of 12 volumes of
text and atlases. The sedimentary basins were
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rated in order of petroieum prospectivity. For
eachn bacin, petroleum play concepts both oid and
new, hnave bDeen developed and amplified and in
some cases drilling leads have been identified.

Consultants From Robertson Research {(Australiay -
Flower Doery Buchan {Australia) supervised the
overall bagin evaluation studies while
speciaiists or experts, e.g. geochemists,
paleontologists, were provided by the consuitrants
in areas which required additional expertice.
The basin evaluation studies were supplemented by
additional geochemical, <cedimentological and
biostratigraphic analyses which required thece
kind of information. Support ervices were
provided by BED paleontologistzs, geoschemicts,
car tographers and petrographers in implementation
of the Project.

The Training Component of the Project was
implemented through the development of a joint

training module for both BED and PNUC ctaff. It
was agreed that short-~term courses be held in-~
house in Manila, not only to save expenses in
plane farec and travel allowances but to maximize
attendance to the individual training courses as
well.

International Human Resources Deveiopment
Corporation (IHRDC}, a Boston-bacsed training
company, was awarded the contract as a result of
competitive bidding. The training program wacs
implemented during the period July-November 1785.

Ten (10) courses of one-week duration each were
agreed upon with IHRDC and were decigned for both
the junior and more senior staff, taking into
concsideration factors such as experience of
participants as well as relevance of subjscts to
the objectives of the Project. IHRDC provided
the instructors as well as the training manuals
a8 other materials. In <some courses like
“Seismic Stratigraphy” and “Geochemictry”
examples from the Philippine setting were used as
case histories. A list of the courses conducted
iz chown in Annex “"D".

All members of the technical staff of BED and
PNUC attended at least one course. Most in fact
attended 2 or 3 courses. The more senior members
inciuding non-technical participants attended the
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course on “Economic Evaluation of Petroleum
Exploration and Development Projects” and Found
it most applicable to their profession.

Project Promotion. The promotion of the results
of the bacgin evaluation constituted the most
critical phase of the Project. A promotional
campaign program was developed together with the
World Bank and preparations were made for a
September 1957 presentation to the oil industry.
Prior to this, preliminary presentations hnave
peen made before the American International
Petroleum Negotiators (AIPN) in Houston lacst
March 12, 1987 and the Circum—Pacific Energy and
Minerai Resources Conference held in Singapore in
August 1986. A short trip to Brisbane, Australiia
was also made to attend the Australian Petroleum
Exploration Association (APEA) in March 1987 to
initiate contacts with o0il exploration companies
based in that country.

In May-June 1937, a three—man team took special
tripe to Tokyo, Calgary, UDenver, Dallas, Houston
and Los Angeles where visits were made to
individual 0il companies to introduce the
Project. Brief presentations were also made
before a special gathering of oil explorationists
in these cities.

The September 1987 promotional campaign was
decigned to introduce the results of the Project
and make known to the oil industry the
availability of the report which details the
retroieum potential of the Philippines.

A promotional team concisting of BED officials
and consultants gave 2-day presentations in
Manila, . Houston, Calgary and London. The Ffirst
day of the presentation highlighted the recsults
of the petroleum bacin evaluation studies while
the morning of the second day covered the legal
and contractual framework of the Philippine
petroleum service contract system. The afternoon
of the second day was reserved for consultations
between BED officials and representatives of oil
companies on a personal or private basis.

The members of the promotional team, the
presentation agenda, the participants to the
precentations and the subscribere to the report
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are attached ag Anmexes "E", "F", "G~L to G-4"
and "H".

There was quite an encouraging response to the
sromotional campaign as gauged from the number of
0il companies that cent reprecsentatives to the
presentations. Several orders for the purchase
of the report also have been placed after each
presentation. The one—-on—one consultationg
afforded csome of the participants to percsonaily
meet the BED officials and clarify certain
matters which were relevant to their case. It
can be concluded that the promotion as a whole
has been very successful in re-kindling petroleum
exploration interest in the Philippines based on
the number of contract applications which have
started to come in starting the first quarter of

1988,

8. Project Management

The Project wacs implemented by the Bureau of Energy
Development <(BED), with the assistance of the consulting
firm, Robertson Research (Aucstralia) Pty. Ltd. and Flower
Doery Buchan {(Australia). The consultants provided
guidance to the BED team of geologists and geophysicists
with respect to the evaluation of the petroleum geology
and hydrocarbon procspects of Philippine sedimentary
basins. These included the method of study and approach
to basin evaluation, format of presentation of the
results, production of an information or promotional
package and participation in the presentation of the
results during the promotional phace of the Project.

in addition to the basin evaluation studies, the
consultants ascsisted in the development of the offshore
ceismic survey program and superviced the data
acquicition, processing and interpretation of the <ceismic
data. It also provided specialists or experts in several
aspets of the study which required the s<servicec of
expegjenced micropaleontologicsts, geochemists,
sedi tologists, geophysicists, etc.

The BED technical ctaff, concsisting mostly of voung
geologists and geophysicists with very little exploration
experience, were involved in all the aspects of the
Project and this <served as an effective on-the-job
training for them. Their direct involvement under the
supervicion of the consultants served one of the major
obiectives of the Project which is to upgrade the
technical capability of the BED staff.
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Charjes and modifications in the scope of the Proiject
during its execution nad to pe made and for thece the BED
together with the consultants and the Worid Rani
communicated freely with each other to come up with a
L OMMON rian of action. Such changes took into
ronsideration the uwitimate objectives of the Proiect, the
coste - it would entail and the effect on the promotion
schedule. As it turned out, the Project was successfully
compieted well within the loan funds. In fact US$5.5
miliion of the original loan amount of US$13.5 million was
cancelled. Thus, the total loan fund availed for the
Project amounted to US$2.00 million.

C. Project Lozt and Financing_Plan

The BED Loan 2201-PH dated 23 October 1932 amounted to
$13.5 miilion against which disbursements were made for
TO0R OF foreign expenditures of contracts awarded for he
aeromagnetic survey, offchore seismic survey, specialized
services, consultants®™ services and training. As the
Project progressed, $4.5 million of the loan was cancellied
in May 1%84 and by another $1.0 million in June 135S, thus
reducing the total loan to a final amount of $5.0 million.
The loan closing date was firmed up as December 31, 1987.

The amendment to the loan was brought about by reductions
in the actual costs of the aeromagnetic and seismic
surveys which in 1993 saw very favorable or low prices for
these types of cervices. The reductions in cost, however,
did not mean a reduction in work coverage. un the
contrary, a much wider coverage was achieved even at the
reduced costs. Allocation for consultants’® services and
goods and specialized service for the basin evaluation
program and geological reports were increased due to
extensions to the Project completion date which reaquired
additional man-months of consultancy services.

Annex “I" chows the original 1982 loan proceeds, the
various categories to be financed therefraom and the finail
1945 amended loan allocation.

D. Procurement
i} Ligt of Major Contracts

The <cervices of the -various contractors and
consultants for the Project were obtained through
International Competitive eidding {ICR)
procedures. ne exception, however, was the
processing of the bulk of the offcshore cseismic
data which was done directly through PNOC-
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Exploration Corporation which put up a seismic
processing center funded by their own loan from

the UWorld Bank. The center was intended to
process not only PNOC s onshore seismic data but
BED's as well. Subsequently, the csame center

will process industry data as a commercial
venture.

In the case of the rcategory “"specialized services
For basin evaiuvation” which actually was
geochemical analyses, it was agreed that these
will be provided by Robertson Research
{Singapore), an affiliate of Robertcon Research
{International) and which was the most accessible
laboratory for the Project.

The major contracts procured for the Project are
shown in Annex “J".

Performance_of_Contractors
a. Aegromagnetic_Survey

The contractors, uuestor and Intex, have
performed in a most profescional manner and
have efriciently carried out their respective
tasks to implement and complete the
aeromagnetic survey -program. uestor
especially exerted all efforts to replace the
survey plane that cracshed after the start of
the survey and proceeded with the acquisition
program. Both companies have been very
accomodating in training Filipino staff
ascigned to this component of the Project,
both in the field data acquicsition and in the
processing/interpretation phase conducted in
Canada and the U.S.A.

b. yffshore Seismic_Survey
1. Data Acguisition

Seiscom Delta carried out the of fshore
ceismic survey, including additional
coverage, in less than S months which was
ctill within the original 5.5 months
programmed for this phase of the project.
The contractor proceeded to carry out the
work program based on a notice to mobilize
even before the contract was formally <cigned
which required some other government agency
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approvals. Several BED staff assigned aboard
the survey vescel were given on~the-job
training on the technology of marine seismic
sSurvey procedures.

Data_Processing

Seismic data procescsing was done by Seiscom
Delita on 1000 line~km of data in Melbourne,
Australia. Two (2) BED geophysicists were
on a 2-week in-house orientation on seiswmic
data processing in Melbourne. These same
geophysicists were also involved in the data
acquicsition phase and their stint in
Melbourne gave them a complete exposure as
seismology.

The bulk of the data was processed by the
newly establiched PNOC Seismic Processing
Center. The acceccibility of the Center made
it possible to have close interaction between
the client {8ED) and the processing
contractor. Az <such, modifications  or
variations in the processing program couid be
immediately effected to be assured of the
highest gquality processing product. The
nearness of the Center also enable most of
the BED geophycsiciste to be directly invoived
in the data processing as part of their
training program.

Iraining

The training component of the Project was
implemented by IHRDC through the conduct of
ten (10) short-term courses in Manila. The
training module was developed jointly by BED
and PNOC~EC with IHRDC and <pecial emphasis
was given to the relevance of the courses
vis~a-vie Philippine setting and the
qualifications of the instructors which in
come courcses required experience in the
geology of Southeast Asia. IHRDC was most
receptive in accomodating the requirements of
the training program and in redesigning the
curriculum to fit the working backgrounds of
the participants. The training materials
including manuals, video tapes, slides, etc.
were provided by IHRDC. The holding of the
training courses in Manila enabled maximum
participating of UVEA and PNUC-EC employees
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and in the process minimized expences had
these courses been held outside the country
and which would have entailed Foreign travel
expenses.

iii}) Performance_of Consultants

a.

Regional_Basin Studies

Full-time consultants and part-time expertcs
from Robertson Research {(Australia) and
Flower Doery Buchan {(Australia) supervised
the individual basin cstudies ac well as the
production of the final reports and the
promotional packages. Une important
requirement of this Project was that the
consultants for bacsin studies chould be very
experienced and knowledgeable in the geology
of Southeacst Asia. Another requirement was
their ability to coordinate and work with
relatively inexperienced BED geoscientists.
The close working relationship between
consultants/experts and BED staff was un
offective means of transferring technology.
The actual and direct involvement of
Filipinos in all the aspects of the Project
under the guidance of the consultants/experts
have enabled the former to gain the necescsary
experience and confidence to continue further
basin evaluation <studies. As a whole the
assistance provided by the
consultants/experts was most saticsfactory and
was carried out under a wholesome atmosphere
conducive to a harmonious working
relationcship.

Project Promotion

The promotion of the results of the basin
evaluation studies constituted the most
important and critical phase of the Project.
The timing of presentations to
representatives of the oil industry had to
take into serious consideration the woridwide
0oil exploration climate and the prevailing
political and economic canditions of the
Philippines prevailing at that time.
September 1737 was agreed upon with the World
Bank as the precentation month with Manila,
Houston, Calgary and London as the venues.
It was also agreed that Robertson Recearch
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(Australia;} andg Flower Doery Buchan
{Australia) be retained to coordinate the
promotional cresentations. The various

Foreign subsidiaries of Robertson Researchn
International were tapped to give assistance
in the promotional campaign. The retainment
of Robertson Research {(Australia) and Flower
Doery Buchan ag coordinators of the promotion
was in part influenced by their previous
experience in a similar project in Papua-New
Guinea. Their familiarity with the mechanics
of project promotion have made it easier to
plan and inplement the Philippine petroieum
exploration project.

E. Disbyrsements

Dicsbursements were made against 100% of foreign
expenditures of contracts awarded for geophysical
services, specialized <ervices for basin evaluation
(geochemical analyse<), training and consultantz services
for project supervicion and promotion. Uut of an adjusted
loan amount of US$3.0 million {(with a closing date of June
30, 1983) an amount of $7.£79 million has been disbursed
as of March 2, 1988 as per advise of the World Bxnk. The
balance of $321,000 ic expected to be more than sufficient
. to cover additional requests for disbursements, mainivy for
the promotional expences which were being processed as of

-

“June 1985,
INSTITUTIONAL PERFORMANCE

A. Performance_in_Complying_with_Covenapts

The implementing agency, Office of Energy Affairs (0UEA) and
ite predecessor Bureau of Energy Development <{(BED), has
complied fully with all the requirements of the loan
agreement. The Project was completed at costs below the
original loan. The time of project promotion had to be
adjusted and extended to take into concsideration factore
such as world—-wide - petroleum exploration climate and
intermfal conditions then obtaining in the Philippines. The
promotion of the results of the Project in September L33/
was most timely <ince it coincided with stable oil perices
and with the institution of political and economic reforms
in the country as a result of the change of government
after the February 198s people power revolution.
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B. Meetipg_Institutional Goals

vne of the mandates of the VEA is to encourage and guide
ptscinecs activities relative to the expioration,
development and utilization of fossil fuels and other forms
of energy recsources. This Project specificallly aims to
asgist the private inducstry by making avallable a
comprehencsive report which will serve as a bacis upon which
the o0il! companies could identify areas with potential for
commercial hydrocarbon discoveries. The report itcelf is
the latest compilation and synthecis of all available
exploration data and the first attempt of a qualitative
asseccsment of the petroleum potential of the whole country.
A study of the report will give the o0il companies a quick
understanding of the petroleum geology of the Philippine as
well as identify the more attractive areas in terms of
petroleum potential. This <caves time and effort and
enables an interested party to already apply for a
petroleum contract over an area.

FINANCIAL PERFUORMANCE

The 1982 Loan Agreement for the Project 2201-PH amounted to
$13.5 million but subsequent cancellations in 1984 and 1985
reduced the loan proceeds to a final amount of $2.0
million. The reduction in the loan did not mean a decreace
in the activities nor the elimination of some of the
project components. Rather, the Project was completed even
at the reduced cost due to the low price of offshore
ceismic data acquisition and processing at the time of the
survey which resulted in <cavingse under this project
category. Thic also eliminated the need to use up the
allocation for the project category “Unallocated”.

The unaudited financial status for the Project including

loan proceeds and GUP counterpart as of end 1%87 is
attacheq as Annexecs “K” and “L".

CONCLUSIONS

The P¥oject can be considered a succesc if it has met the
origifkt objectives which were (a) to rekindle petrojieum
exploration interest and (b) to strengthen the technical
capabilities of the staff of the implementing agency. The
first can be measured by the number of 0il companies that
attended the presentations, the number of subscribers to
the promotional report and most important the number of
companies that have applied for petroleum contracts in the
Philippines.
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More than seventiy (70 companies, mostly foreign-based,
attended the precentations in Manila, Houston, Calgary and
London; 24 companies have so far subscribed to the report
and 10 companies have indicated interest and/or apelied for
petroleum contractes as of June 1988, It is expected that
additional report subscriptions and contract appliications
will be received by the UEA for the rest of 198%.

The Project has enabled the technical staff of the VEA to
be directly involved in all the components and various
aspecte of the study under the supervision of the
consultants and this served as an =affective on-the-job
training for them. A 10-course training program of one-
week duration each wacs held locally but conducted by a
professional USA-based training firm augmented the training
needs of the Filipino staff.

.The ultimate test to the success of the Project can only be
realized by a <csignificant increase in the number of
exploration wells drilled which hopefully will result in
major hydrocarbon discoveries in the very near future.
only then can there be an important contribution of the
Project into the national goal of self-sufficiency in
energy.
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ANNEX *B°*
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1.
2.
3.
4.
S.
6.
7.

8.

.

10.

1935 TRAINING PROGRAM

COURSE_TITLE

o

Seicmic Stratigraphy
Advanced Seismic Stratigraphy
Petroleum Generation and
vccurrence (Geochemistry I1)
Geocheaistry II
Structural Geology
vpen—Hole Log Analysics and
Formation Evaluation
Practical Prospect
Generation & Analysis
Practical Sub-surface
Geological Analysic Using
tell Logs
Economic Evaluation of

__Petroleum Explaoration and
Development Projects
Carbonate and Sandstone

.. Reservoir Geology

br.
Dr.
Dr.

Dr.
pr.
R.

.

INSTRUCTOR/S

R. E. Sheriff/A.R. Brown
R. E. Sheriff/A.R. Brown
D. H. Haples

D. H. Haples

T. L. Thompson

M. Bateaman

C. Morrill E

C. Morrill
. Miller

Sneider

DATE
July 22-26
July 22-2¢
July 2% -
August 2
Agust 59

August 12-16
August 26-30

Augsut 2¢-30

September 2-¢

' September 9-13

November 10--22

.
LY
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PROMOTIONAL TEAM

VEFICE_OF _ENERGY_AFFAIRS

4. R. dela Paz
&. P, Madrid
V. C. Laroza
G. N. Tuazon

Director

Chief, Uil and Gas Division
Chief, tegal Division
Chief, Compliance Division

RUBERTSUN_RESEARCH_AUSTRALIA

L. G. Flower - Senior Geophysicist

R. A. Reves, Jr. - Geochemict/Geologist
PNUC-EC

R. E. del Pilar - Exploration Manager

N. L. Caagusan - Chief Geologicst

L. K. Dizon -~ Senior Geophysicicst



EIRSI_DAY_PRUGRAM
8:30 - 9:00
9:00 - 9:10
9:110 - 9:30
9:30 - 10:20
10:20 - 11:00
11:00 - 11:30

11:30 - 12:00

12:00 - 1:30
1:30 - 2:00
2:00 - 2:40
2:40 - 3:00
3:00 - 3:20
3:20 - 3:40
3:40 - 4:00
4:00 - 4:30
4:30 - 6£:00
&6:90 - 85:00

SECUND_DAY _PRUGRAM
8:30 - 9:30
9:30 -~ 10:30

10:30 - 11:00

11:00 - 11:45

11:45 - 12:00

12:00 - 2:00

2:00
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ANNEX °*F°

PHILIPPINE PETROLEUM EXPLURATION PRUOMOTION PROJECT

PRUMOTIONAL PRESENTATIUN
AGENDA

Upening Ceremonies

Introduction A. P.
Coffee Break

Regional Geoiogy

Madrid

Geochemictry, Reservoirs R. A. Reyes, Jr.

NW Palawan A. P. Madrid/
L. G. Flower

St Palawan/Reed Bank L. G. Flower

Cuvyo—Mindoro ) L. G. Flower

Lunch

SE Luzon R. A. Reves, Jr./
.. 6. Flower

Visayag R. A. Reyes, Jr./
L. G. Flower .

Sandakan/Sulu Sea R. A. Reves, Jr./
L. 6. Flower

Agusan Davao/Cotabato A. P. Madrid/
L. G. Flower

other Basine L. 6. Flower

lirap-up A. P. Madrid

Coffee Break _

PNUC: Cebdbu/Mindoroc N. L. Caagucsan

Cocktail Reception

Legal/Contractual Framework V. C. Laroza

a. 1967 Philippine Constitution

b. Uil Exploration & Development

c. Model Agreement

Coffee Break ]

Financial/Accounting G. N. Tuazon

a. Co.ract Requirements

b. Ausit Accounting

¢c. Accounting for Production

Proceeds

d. Repatriation of Investment

Uperating Procedures V. C. Laroza

a. Doing Buciness in the

Philippines
b. Government Rules & Regulations
tirap—up . R. dela Paz

Lunch
Consultation with UEA Officials



ANNEX *G-1"

PHILIPPINE PETROLEUM EXPLORATION PROMOTION PROJECT
HOTEL INTERCONTINENTAL MANILA
MANILA, PHILIPPINES
SEPTEMBER 14-15, 1927

BARTICIPANTS

AJMAN (CUNSULTANT) ’ JAPAN NATIONAL OIL Co.

ALCURN PHILS. INC LUXOGIL N. L.

ANGLU—-PHILS. INC. MARATHON OIL

BASIC PETRUOLEUM NURPAC INTERNATIUNAL INC.
BGR, FEDERAL REP. UF GERMANY PETRUFINA

BHP PETRULEUM PHILUDRILL

CHINESE PETROULEUM ORIENTAL PETRULEUM

CRA EXPLURATIUN RAN RICKS PHILS.

CUNSULTANT . SEAFRUNT PETROLEUM

HARTUGEN ENERGY PHILS. LTD. SUS FUR PETRUCUNSULTANTS S.A.
INDUNESIA PETRULEUM LTD. UNIOIL EXPLURATION & MIN. DEV. Cu.

INTERNATIUNAL PETRULEUM CURP.
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ANNEX 'G-Z‘

PHILIPPINE PETROLEUM EXPLORATION PROMOTION PROJECT
HOTEL INTERCUNTINENTAL GALLERIA

HOUSTON,

PARTICIPANTS

ALCORN INTERNATIONAL
AMUCO

THE ANSCHUTZ CURP.

 ASAMERA

CHEVRON OVERSEAS PET. INC.
CONUCO INC.

EXXUN CU. INTERNATICONAL

GULF EXPLURATIUN '

JAPAN NATIONAL OIL CURP.
MAXUS ENERGY

MOBIL EXPLORATIUN

NORTHERN MICHIGAN EXPLORATION CU.

TEXAS,
SEPTEMBER 21-22,

U.S.A.

P

19g7

UCCIDENTAL

PECTEN INTERNATIONAL Cu.
PENNZOIL INTERNATIUNAL Cu.
PETREL PETRULEUM CO.
PETROULEUM EXPLURATIUN & DEV.
PETRUCONSUL TANTS INC.
PRIMARY FUELS INC.

RAN RICKS OF THE PHILS.

SUN OIL

TENNECU OIL EXPLURATION
TEXACU OVERSEAS HUOLDINGS INC.
SANTOS



ANNEX.'G-3'

PHILIPPINE PETRULEUM EXPLOURATIUN PRUMUTION PROJECT
DELTA BUW VALLEY HUTEL, CALGARY
ALBERTA, CANADA
SEPTEMBER 24-25, 1987

PABIIGIPANIS

ASAMERA INC. PETRU~CANADA

ARCU INTERNATIONAL SCEPTRE .
ARCU OIL AND GAS ‘ TEXACU CANADA

GT. PLAINS RESCOURCES TCPL RESOURCES LTD.

HOUME OIL UNUCAL INTERNATIONAL
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PHILIPPINE PETRULEUM EXPLURATION PROUMOTION PROJECT
HYDE PARK HUTEL, LONDON
SEPTEMBER 29-30, 1937

PARTICIPANIS

AGIP S.p.A.

APOLLO OIL

BLANCHE 0IL AND GAS
BRITISH PETRULEUM
BRITOIL

CRESCENT PETRULEUM
DANSK OLIE UG GAS

" EGLINTON EXPLURATIUN
ELF AGQUITAINE
ENTERPRISE OIL

FAR EAST RESUURCES
PETROLEUM ECOUNOMIST
SHELL

STATOIL

TOTAL

TRAFALGAR HUOUSE
TRICENTRUL
WHITEHALL PETRUOLEUM
USy

PETRUF INA

.G_‘.
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PHILIPPINE PETROULEUM EXPLOURATIOUN PROUMUTIUN PRUJECT
LIST_wE_SUBSCRIBERS

AGIP S.p.A.

ALCOURN PHILS.

AMOCU PROGUCTION

ANGLOU-PHILS.

ARCU INTL.

BMP PET. INT’L.

BP PET. DEV.

BRITOIL PLC.

CHEVRUN INTL.

CHINESE PETRULEUM CURP.

CONUCO INC.

ENTERPRISE UIL

EXXON

GULF EXPLURATION

HARTUGEN MGT. PTY. LTD. {2 copieg)
INDUNESIA PETRULEUM (INPEX)
INTERNATIONAL PET.CURP.

JAPAN NATIONAL OUIL CUMPANY
MARATHON EXP’L.

MOBIL E & P SERV.

OCCIDENTAL PETRULEUM -
OURIENTAL PETRULEUM

PECTEN INT’L.

PENNZOIL

PETRU~CANADA INT.

PETRUFINA FAR-EAST

PNUC—EC

RAN RICKS OF THE PHILIPPINES (2 copies)
SCEPTRE RES.

TOoTAL CFP

TEXACU

ULTRAMAR

UNION OIL OF CALIFURNIA {UNUCAL)
VULCAN IND’L.



o

LOAN 2201-PH: PHILIPPINE PETROLEUM EXPLURATION PROMOTION PROJECT
LOAN PROCEEDS (IN U.S. DULLARS)

CATEGORY
Aeromagnetic Survey

a. Acquicition
b. Supervision/Interpretation

Offchore Seismic Survey

a. Acquisition/Procescing
b. Processing

Specialized Services
a. Geochemical Analyses
Consultancy Services

a. PRasin Evaluation
b. Promo Packape

Training
Front-End Fee

Unallocated/Contingency
Promotional Expenses

URIGINAL
LOAN
(10-28-82)

$ 3,300,000

t, 100,000

200,000

1,000,000

100,000
199,507
2,100,493

$13,500,000

AMENDED
LOAN
(5-22-84)

$ 3,187,359

2,499,598

200,000

1,354,594

100,000
199,507
1,458,942

$ 9,000,000

AMENDED
L.OAN
(12-17-95)

2,554,309
33,050

1,859,593
&40, 000

2003, 00

1,204,524
150,000

100,000
199,507

202,942
250,000

$ 2,000,000

-Ge..



‘Consultants Services:

PHILIPPINE PETRULEUM_EXPLORATION _PROMOTION_PRUJECT

LUAN 2201--PH

- LIST. OF_MAJUR_CUNTRACTS

CATEGURY

Aeromagnetic Survey

a. bData Acquisition

b. Data Processing

Specialized Services Basin
€Evaluation

Rasin
Evaluation and Promntion

Training

CONTRACTUR

auestor Surveys, Ltd.

Seiscom Delta United (Int’l)
Corp., Singapore

Seiscom Delta United
PNUC~EC, Philippines

Rober tzon Recsearch (Australia)

Rober tson Recearch (Australia)
& Flower Doery Buchan
{Australia)

International Human Resources
Development Corp. (IHRDC)
Bocton, Mass., U. S. A.

ANNEX *“J°

DATE

CuNTRACT_SIGNED

14

07

07
02

03

19

04

January 19983
July 1983

July 1983
December
1984

October 1984

May 1983

October 1985



ANNE.. K"
PHILIPPINE PETROLEUM EX#LORATION PRt OTION PROJECT
LOAN PROCEEDS
(IN U.S. DOLLARS)
ACTUAL OBLIGATIONS

CATEGORY 1983 1984 1985 19836 1987 TOTAL
Aeromagnetic Survey _
a. Acquisition (QUESTOR) 1,547,100 998,209 - - - 2,545,309
b. Supervision/Interpretation 325,094 241,891 75,065 - - 542,080

(INTEX)
Offshoré Seismic Survey
a. Acquicition & Processing

{SEISCUM) 1,761 .521 98,077 - - - 1,859,598
b. Additiomal Processing (PNOC) 637, . 9 2,931 - - - £40,000
Goods and Specialized Services - 100,000 100,000 - - 200,000
Consultants Services
a. Bacin Evéluation {ROBERTSON) 429,318 344,540 430,736 146,800 56,980 1,403,374
b. Promotional Package (RUBERTSUN) - - 150,000 - - 154,000
c. Promotional Expences (RORERTSON) - - ’ - 30,000 121,525 151,525
Training (IHRDC) | - - 75,000 - - . 75,000
Front-end Fee - ) 199,507 - - - - 199,507

SUR-TOTAL 4,899,609 1,785,608 830,801 176,800 172,505 7,871,363

Unallocated | 128,637

1, TOTAL

2,000,000



P}

A. Porsonal Services

100-10 Cox::rac:ul Serv.
Honoraria

. Total Personal.Serv, *

B. . Maintenance and Other

Operacia: lkip.cnges

200-02 Travelling Exp.
03 Communication
Services

! )5 Transportacion

Services
“J6 Other Servicea
07 Supplies aud
Materials
0J Rent
17-100 M & R of Motor
Vehicles
17-200 Autoparts
17-300 Gagoline and 01l

21 Taxes and Licenses _3,962,100 2,535,952 1,802,956

Total MOOL .
300-331 Equipment Outlay

" TOTAL (CASH)
Salaries(in-kind)

+.%'1D TOTAL

.84,956,653 3,191,636 3,361,178

- 42 -

| ANNEX °L®

WB - Assisted Philippine Petroleum .
Exploration Promotion Project
GOP Counterpart
CY 1983 - 1987 -
1983 1984 1985, 986 1987 TOTAL
P 4,230 26,503 131,122 - - 161,855
105,300 151,700 161,650 - 113,000 531,650
P 109,530 178,203 292,772 - - 113,000 693,505
? 672,539 299,521 247,500 45,435 83,470 1,348,465
433 6,181 14,217 3,541 2,683 27,055
10,949 14,098 1,515 - 900,000 926,562
14,103 35,196 92,116 18,466 11,339 171,220
286,05 275,589 1,155,255 142,940 1,654 1,861,488
2,129 4,300 28 313 112 6,882
- - 16,828 13,522 9,649 39,999
8,350 20,799 30,616 6,932 4,987 71,684
134,130 101,310 8,536,448

365,279 1,115,204 12,989,950

1,354,730

B1,427,431 2,782,161

p—

B6,493,614 3,369,839 5,008,680 365,279 1,228,204 16,465,616
B__348,629 949,699 1,146,604 693,292 1,128,906 4,267,128

.

$6,842,243 4,319,538 6,155,284 1,058,571 2,357,108 20,732,744

<



1. Related Bank Loans for Develapsent of Energy Rescurces

- 43 -

PARY 111

R

STATISTICAL INFORMATION

Loan Year of
Title & No. Purposs Approval Status Cosasents
Coal Exploration/ Exploring for FY 1982 Coaplated Reserves groved,
2181-F4 coal but ditticult to

develap

Geothersal €Explore in Regros FY 1962 Cospleted §teas found for
Exploration/2203-PH  and Luzon for stess Deceaber 1788 develapsent
Petroleus fittract ail FY 1983 I:mlotd 0il cospanies
Exploration/2202-P  cospanies Decesber 19688 attracted
Bacon Manito Powar supply to - FY 1988 Loan effective Progress just
Geothersal Power Luzon & appraisal of fros Decesher 1988 cossenced
Project/2969-PH geothersal fields
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2. Project Tisstable

Ites Date Planned Date Revised Date Actual
~Identificatiaon ¢
(Executive
Project Sussary)  Late 1981 Late 1981
“Fregaration Late 1981 Late 1961
-Agpraisal-. February, 1982 February, 1982
-Loan negotiation duly, 1982 duly, 1982
~8oard Agproval Septester, 1982 Septesber 30, 1982
-Loan Signature October, 1982 GOctober 28, 1982
<Loan Closing Decesber 31, 1985 Oecesber 31, 1987 Decesber 31, 1987
=Cospletion repart  June 30, 1967 Decesber 31, 1968  Decesber 31, 196888

Note:$ No pivcise date can be fixed for ‘ldentification® & “Preperation’.
8ED had grepared plans for a nationwide seissic survey in May 1981,
After reviewing the BED plan, a Bank sission recossended that aero-
sagnetic survey Ge undertaken followed by selected seisaic coverags.
and interpretation. The processing of the BED request for a lozn
agpears to have been done espeditiously through various stages with
the loan becoming effective on January 26, .1983. The caspletion
repurt was delayed with a view to ascertaining the response of the

oil cospanies to the exploration grasotisn.
8 To be revised as to when it is actually sent.




. "SBAT SUNP U UDTTIT® 0°Ts JBUIOUR PR 4B4T ATH U7 PIIIEDUED Sem
~ JUR0BY URO[ 8y) JO UOTTIIV Cpy “twOUY 3SOB(E Sew shupaes 3500
§0 JUBIND By) PUR PEPSENP UBSQ PEY SIJNAILDD JSOB £4T S8003ID AF swyoy

8841 ounp J0a8asa0g8T) T90T 40 ARy
B % W o 6 ¢ (1) 40 2 ¢ yemyy
L L $L 99 % 20 fengoy
8 08 9L 8) BNy
£8 dvy pasyasy
ULorLove ooy (2) pwns
£9 G533 PaSYARY
$51 ST Sl 01 82 (1) ®ywnys3
. Trsyeaddy

BRST [84T 9BST GBST VBT 58T a4 o)

{so7y13® 950)

SIUIISINGSIY [*NYIY PUT PRITSTIS] AaRyvinem)

- gy -

SUasIsIngsyg ury  °f




4. Project laplesentation
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Indicatars fpgraisal Estisate fctual 1 Fulfileent
ferosagnetic
-Kilosaters 148,000 213,0M 128
Offshore seisaic
~Kiloseters 8,400 9,108 108
Basin Evaluation
“Nusber of dasins 13 13 100
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3. Project Costs and Financing -

At Froject Costs

October 1983
Appraisal Estisates Revised Estisate fictual
cacaliSS 000=e~" eweeii§$ 000=oee eSS 000ve—
Local Foreign Total Lacal Foreign Total Local Foreign Total

fAsromagnetic Survey 120 780 4200 241 2799 3000 473 2880 3333
o
Offshore Seisaic Survey &70 4030 6720 216 2483 2701 213 2416 2691

.7}

Survey Supervision

flerasag 20 180 200 % 28/ I 81 % W0
Oftshore seismic 10 0 2 16 9% 114 8 104 112
Training 10 0 W 2 % = W & 85
Basio evaluation

Consultants 30 800 830 119 1163 1278 200 1349 1349
local counterparts 180 160 a3 % 0 201
Support personnel

Services 30 140 49 380 140 320 6 183 831
Prosotion activity 160 265 383
Base cost 1910 11040 12950 1109 4954 GB0A3 1480 7387 9287

fhysical cuntingency 270 1200 1470 321 &7 %8
Price contingency 300 1050 1330 179 116 299

Total Project Cost 180 13290 13770 1609 7517 9126 1480 7387 927

° Front End Fee o 200 200 00 200 200 200

TOTAL 280 13490 15970 1609 7717 9326 3:3C 7787 9447

Notes

Exchange rate used fppraisals Revised Estisates Actual: As prevailed
P8.3/81 1983: f11.9/¢1

1984/83s PLa/eL

a/ inclydes cost of interpretation
b/ actual includes $640,000, BED's cantridution to seisaic pro-

cessing computer center in exchange for processing BED's 8020
kes. of offshore seisaic data.

Cossents: Most cossitoents having bees sade by October 1983, project
costs were revised at that tiee.
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Consents: $3.3 eillion of the loan asauot was cancelled, $4.3 in May 64
and $1.0 sillion in June 1933.

B:  Project Fioancing
Planned Loan
Source fAgreceent Revised §/ 2 Fical Cossents
(¢ sillion) {($ aillion) (¢ aillion)
{Oct 43)
1680
fercaagnetic 3.8 3.0 3.2 Lower coatract rates
Offshare seisaic 6.4 2.4 2.3 Lower contract rates
Basin evaluation
~Support 0.2 0.03 0.3 Longer duration of
-consultants 1.0 1.2 1.3 work & ecre voluse
-~ Trainiog 0.1 0.4 0.1
fee 0.2 0.2 0.2
Unallocated .1 0.53 0.0
13.3 1 1.7 @& 1. 124
Republic of
Philippines 2.3 I 146 I 1.7 18
ToTaL 16.0 1002 9.3 1000 9.3 1002
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& Project Results

A. Direct Benefits

Estisated at Estisated at
Indicators fAgpraisal Estisate closing date full developsent
————fl)] APPLICABLE—~=~

Comseats: The project has resulted in a nusber of exploraiton (survey) contracts
being signed with oi) cospanies. If these contracts in turn lead to drilling and
production cuntracts, the teaefits to the econosy will be considerable. At this

- tise, it is not possible to quanitfy these.

B: Econcaic Ispact

Econasic Rate Oppraisal Estisate fActual
of Return
inderlyiag cnmeneitT APPLICABLE-—=-—

assuaptions

Cossents: See pars © 3 of Part I.
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7. Status of Covenants

- 51 -

Deadline for
Covenant Subject coapliance Status
Loan figreesent
Section 3.02(b) Agpointaent of danuary 1,1983  Done ia May 1983
consultants for
basin evaluation
Section 3.06(a) Oevelap plan for Cosplied with
prosotion caspaign
by Deceaber 1783
and periodically

update it
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8. (Use of Bank Resources for Ln 2201

fs  Staff Inputs
Stage of Planned Revised Final
Project Cycle Ha Field L] Field Ha Field Cossents
Statf Neeks
(Casbined)
Through Appraisal 0.7
fippraisal through
Board Agpraval . 26.2
KOT  AVAILABLE
Board Approval
through Effectiveness 3.6
Supervision 3.5
T0TAL 83.0




Bs Nissions

- 53 -

Stage of fonth/ Nusber aof
Project Cycle year  persons

Days in Special isation Perforsance Types of
field represen ated 1/ Rating status2/ probless 3/

Through Apgraisal
fAppraisal through

Board Appraval
8oard Approval

through Effectivensss
Sugervision
Supervision 1 e 2
Supervision 2 ey 3
Supervision 3 10/83 3
Supervision 4 oyes 3
Supervision 3 11/8¢ 3
Supervision & 03/ 3
Sapervision 7 os/88 2
Supervision 8 e 1t

[aad IR B Y N ER

KOT AVAILABLE

8,0

a,b,8
a,0,¢
&b,¢
a,0,¢
I,h,(
ac

s et e gue pan pue Y P

1/ a- Econosist, b- Geaphysicist, c- Genlogist, d- Financial Analyst

e- Procuresent Specialist

21 1- Probles free or ainor, 2- Woderate prodless

3/ F- Financial: HED had a tesporary prables of Govt. budget releases.
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MAP SECTION




1BRD 16361

o =T APRIL 1982]
CHINA PHILIPPINES
' OIL EXPLORATION AREAS
. AND SEDIMENTARY BASINS
} VIET NAM ronig® PHILIPPINES -20° T
. Visomos XY seRviCE CONTRACTS GEOPHYSICAL CONTRACTS
Poiwan {Drilling and Ssismic Studiesk:
. Mmdlanco 1. PHILLIPS (494,537 hoy ) A PHILLIPS/ PECTEN/PODCO
BRUNEI 2. SIGNAL /CHAMPUN (317,535 hos ) JPHILODRILL
W 3. AMOCO/ HUSKY (863,827 bas ) B. POGE! / LEPANTO
m'f:,slf/ 4 PNOC/PIONEER BAY(200,533has) €. COCP- tocas
- S CITIES SERVICE /HUSKY 11 D. PNOC-EC - Mindaro
- {382,098.37 has.) € SEARRONT- Cuyo Shelt
INDONESIA 6. SALENZAMOCO (1,124,000 has.} £ AMOCO - Sulu Sea
7. PNOC-EC (278,200 hos.) G ORIENTAL PETROLEUM
™ 8. BASIC LANDOIL {135,436 has ) M. HUSKY Oit
1e 9. INTERPORT RESOURCES 1. HUSKY OlL

(> SEDIMENTARY BASINS:
1. Northern tuzon
2. Centegl Luzon
3. Sovtheostern
4. Bicol Shelf
L1es S Bicol
& Samar
7. Panay
8. Visayan
9. Agusan / Doveo
10. Cotabato
1. Sulu South
12. Palawan South
13. folawan
4. Mindoro
15 Reed Bank

-12*

L ge

MALAYSIA
{Sabah)

ne*

~ (220,000 has.}
10 PHILLIPS/SHELL {500,000 has.}
11, PHILLIPS/SHELL (1,400000 has.)
12. BASIC / ORIENTAL (94,583 hos.)

88. PLACER
CC. PLACER

———_— o "> v
- -

B3 crOPHYSICAL PERMITS
AA. PNOC-EC- Cobu

-~ Internctional Boundaries

3. CPC/PNOC-EC/ PODCO
K. AMOCO- Agusan - Davao
L. ARCO/CDCP-Mindoro
M.ARCO/CDCP- Batacn
N.PNOC-EC -Cotabato

16°

b J KILOMETERS
T

T e




