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1.0 INTRODUCTION

Malaysia's oil reserves are currently estimated at 2.9 billion

barrels which places it 22nd in the world. Natural gas reserves

are estimated at 52 trillion cubic feet, three times larger than

its oil reserVes in energy equivalent terms. The country i.s cur-

rently ranked 16th in terms of gis reserves.

Malaysia bas an estimated exploration success ratio of about one

ini six for crude oil discovery. By comparison, the world's

average ie about one in ten. Including gis, the success ratio is

even better and ie estimated to be about one in three. To date,

ail companies operating in Malaysia bave disccvered a total of 54

oil fields and 52 gis fields (se. Table 1). All of the country's

existing ail and gis fields are located offshore. Currently
there are only tbree petroleum producing areas: off the shores cf

Trengganu, Sarawak and Sabah. So f ar, offshore exploration ac-

tivities bave been confined to sballow wîter (up to 200 metres).
Deeper water remains unexplored.

There are three companies producing crudes in Malaysia. They are

Esso Production Malaysia Incorporated (EPHI>, whicb îe owned by

Exxon Corporation, USA; Sbell Malaysia Berhad, which is owned by

the Dutch Sheli compiny; and Petronas Carigali Bhd whicb is owned

by the national ail company, PETRONAS. Esso produces about 42%

of the total crudes and Sheli produces about the same percentage.
The rest je accounted for by Petronas Carigali. There are at

present four ail refineries ini Malaysia with a total designed

capacity of 215,000 bpd. The capacities of these refineries are
sbown in Table 2.

To date Malaysia hie signed 27 Produ ction Sbaring Contracta

(PSC). 0f these, twenty two have been signed since the intro-
duction of revised PSC terme in December 1985 (see Table 3). The

exploration scene, once dominated by Sbell and Esso, nov involves

.32 foreign companies ircluding four Canadian f ires . Under the
Petroleum Developmont Act, any company wishing ta explore for

petroleum in Malaysia muet sign a PSC with PETRONAS. PETRONAS

acte mminly in a supervisory capacity in the upetream sector.

While Malaysia's oil industry cmn be considered as a mature in-

dustry, the gis industry is still in its infancy. Nevertbeless,
witb tbrso tises more gis thmn cil reserves, the country is in-

creasingly turning ta natural gag as a source of energy and fuel'
and as a raw material in tbe manufacture of fertilisers and

mýýo IIieh thm launch of the second phase of the
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TABLE 1: (A) M4ALAYSIA: OIL FIELDS & RESERS*

Oil Fields Oil Reserves

Location Nuzmber % Million Barrels %

?.ninsular Malaysia 1732 1,465 50
Sarawak 25 4<8 948 33
Sabah 12 22 509 17

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

TOTAL 54 100 2,92210

-------------------------------------------------------- aa

-- -- - --- a- ------------ --- - -

Location Number % Trilli±on CuFt %
----- ----- - aaaaaaaaaaaaaaaaaaaaaaaaaaaa- ----- ----- ----

1.2 xlue nqqaonass ocite s gsocs rsrvtlca i i fed

* As at 1. January 1988

Soure: "he Ptrolum Idustry in Mlaysia"i, PETR&IiAS, 198

TAL 2: MAAYIA a aFI -RIES ~

-- ---- - -- - - - - - -- - - - - - -- - - - - - -- - - - - -

Deig Frs
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TABLE 3: PRODUCTION SHARING CONTRACTS (PSC) SIGNED UNDER THE NEW
PSC TERMS SINCE DECEMBER 1985

Acreage/
Location sq km Contractors

eSC
Country Signed

------------------------------------------ 
-----------

i SK 1 0ffshore Sarawak

2 SK 14 Onshoro Sarawak

3 PM 10 Offshore Peninsular
Malaysia

4 SK 7 Offshore Sarawak

10 Offshore Sarawak

18,265 Idemitsu Sarawak
Oil Corporation
Co Ltd
Pecten Sarawak Co

900 Malaysia Baram Oil
Development Co Ltd

7,000 Japex Malaysia Co
Ltd
Taiyo Malaysia Oil
Development Co Ltd

5,810 Overseas Petroleum
& Investment Corp
Phoenix Resources
Co of Sarawak
Samsung Co Ltd
Yukong Ltd
Pedco

7,778 Sabah Shell
Petroleum Co Ltd
Pecten Malaysia
Petroleum Co

5,200 Nippon Oil
Exploration (M)
Ltd

Sun Malaysia
Petroleum Co

Japan
USA

Japan

Japan

Japan

Taiwan

USA
S. Korea
S. Korea
S. Korea

Holland

USA

Japan

USA
USA

Canada

Ltd Italy

No. Block

19.5.87

22.5.87

2.7.87

2.7.87

16.7.87

16.11.87

11.12.87

04.1.88

09.3.88

25.3.88

----------------- ------------------------------------
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12 PM 15 Offshore Peninsular 17,000 Sun Malaysia
Malaysia Petroleum Co. USA 09.8.88

Champlin M'sia Inc USA
Gulf Canada M'sia
Ltd Canada

13 PM 5 Offshore Peninsular 11,520 Esso Production USA 17.8.88
Malaysia Malaysia Inc.

14 PM 8 Offshore Peninsular 11,520 Esso Production USA 17.8.88
Malaysia Malaysia Inc.

15 SK 6 Offshore Sarawak 4,400 Occidental Petroleum
(Malaysia) Ltd USA 29.8.88

18 PM 2 Offshore Peninsular 9,500 Home Oil (M) Ltd Canada 11.8.88
Malaysia Petro Canada (M) Ltd Canada

Texaco Canada (M) - Canada
Ltd

17 SB 8 Sabah 14,140 Sun Malaysia 18.11.88
Petroleum Co USA
Gulf Canada M'sia
Ltd Canada

18 PM 3 Offshore Kelantan 5,900 International 18.2.89
and Terengganu Petroleum Ltd (IPL) Canada

19 SK 12 Onshore Sarawak 12,400 Overseas Petroleum 23.2.89
& Investment Corp. Taiwan
(OPIC)

20 SB 3 Sabah 8,870 Phoenix Resources USA 23.3.89

21 PM 7 Peninsular 9,550 Western Mining Aust 02.5.89

Malaysia

22 SK 8 Sarawak 16,000 Occidental USA 11.7.88
Petroleum M'sia

LETTER OF INTENT (LOI)
SIGNED UNDER THE NEW PSC TERMS SINCE DECEMBER 1985

Aareage/ Parent Co PSC

No. Block Location sq km Contractors Company Signed

1 PM 14 Offshore Peninsular 10,800 Marathon Inter--

Malaysia national Oil Co USA
Santos Ltd Australia
Amerada Hess Inter- USA
national Exploration

Source : Petromin, March 1989
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2.0 UPSTREAH DEVELQEKENT

This year, a total of US$300 million has been budgeted for ex-
ploration. A total of 47 wells are soheduled for 1989, a marked
increase from only 8 wells drilled last year. Over the next four
years, from 1990 to 1993, PSC contractors are expected to incur
an expenditure of about US$900 million on exploration activities.
They will drill an average of 30 wells annually over the period.
A foature in this upstram dev.lopment is the opening up of the
west coast of Peninsular Malaysia. Ini the. past, exploration was
concentrated in areas off the east coast, Sabah and Sarawak.
Now, blocks in the. Straits of Malacca fron Kedah in the north to
Malacc~a in the, south have been allocated.

Under the new ESC terms, seismic data acquisition has increased
considerably. 1988 recorded the. highest level to date with
69,000 line-KM acquired. The. increase ini exploration activities
siiould lead to now prospects being drilled. The. initial findings
of four PSC contractors have been very encouraging, with new dis-
Ooveries at Ki.nabalu 1 in Sabahi, Kuala Baram 1 in Sarawak, and at
the Northi Seligi and-Tembikai 1 prospects in Peninsular Malaysia.

<Major oil oompanies in Malaysia have announced big spending
plans. Siiell plan t.o invest 8 billion ringgit over the, next five
years. Three quarters or 5.5 billion of this will be going
upstreait. Last year, the company operated 1.9 oilfields and thrs.
gas fields, ail in East Mjalaysia. ShellVs developm.nt plan is to
open at least threa more. oi1 fields and two gas f ields in exist-
ing acreages. The. 5.5 billion ringgit will b. tpent on the, fol-
lowing areas:

Exp~loration - 1 billion
PSC. acreag - 2 bil ion
Baram Delta - 2 billion
f'ield
2nd trunkline - 250 million
f rou Central
Lucaonia area to
I,$G Plant in Bintulu

The copny jiq spen4ing a si.gnifics.nt proportion of its budget on
drilln>g and some 100Ç million dinggit as been alloted this year

for his.Three extra rigs will be brought in êv.r the. nect 18



Econsult

develop the field. Total recoverable reserveu are estimated at
about 440 million barrels. A major seoondary recovery project
based on gs injection is also envision.d for- Soligi. A uig-
nificant factor in thie Seligi development was that 80 per c~ent off
EWI conrtacts were awarded to Mfalaysian companies, most of which
were for fabricoation works.

TPh. Dulang oil fields, the PSC for which was signed bê>tweeni EPMII
and PETRONAS tin February 1988, has an estimated recoverable
reserve of 170 million barrols. The deveo~pment off Duilang in-
volves the. installation of three platfors and an offsh'ore
storm*q and loading terminal ini the early 1990s. Petronas
Cari.gali will b. the unit op<erator of the fi.eld.

2.1~ Rargm Delta Project

On 24th March, 199 PETRONAS uigned a PSC un4#r wfrich Petronas
Carigali and $iho1l become joint con~tractors ta PETR0ktêS with 50%~

particiat interest each. Within the next 10 years, Shell is
expectod to spend sço M$1~.4 billion ta further d.v.lop the Baa
Delta ail fields. This would inc.ude 4rUi4ln< off inew pil fields
anad working over the old on.>s ta enhance and boost producton ta
about 130,00 barrels pe day. Bara Delta is the lds ail

proucngare; in the country. tt consist of~ nine prodcn ail
fieds hih prduce a total daiy producton ofaot 0,0

producion. Theail fields have etmat.4rcveal rsre

developd Ini addition, it ha about two trillion sadr ui

In liew~ith PET$QOIAS' apirations ta conserve assaiate aan
consme t f or dometic us, theê Barai Deêlta 9Gas GatheringSse

(BADEG)woul b. 'ipeetd The M$600 million projectiex
pecte ta sav aot 700 b4ilioni stndard ou ft ofasoite a

ovra peid f1 year. W1hpn fu]ly complt in Deebr
199, te BRDEG Shem wil1 supply additipnal ga ahepme
demad fom n esimaed 1,00 new domsi cutoeUon h

MiriLutng rea nd illals fue th 40 meawat poer lan

tht h Srwa EetrctySupy op s lnnn t cntrc

inMri hesstminove h isalaio f ditoa
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Figure 1: Th'e Baram Delta Oul anid Gas Gathering System

t (i MO

CAS PWIPUM1

polus lAI o~iUuit

March, 1989
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3.0 THE PENINSULAR GAS UTILISATION PROJECT

The Peninsular Gas Utilisation project was launched to utilise
the abundant natural gas resources found off the east coast of
Peninsular Malaysia. The project is being undertaken in three
stages :

3.1 stnat T

This stage is already complete. The facilities constructed under
Phase I comprise the following :

1. The Gas Processing Plant at Kerteh

The Gas Processing Plant (GPP) processes high pressure gas
and condensates from Petronas Carigali's and EPHI's gas
fields offshore Trengganu.

It has a nominal capacity of producing 250 million cubie
feet of sales gas per day as well as 1,100 MT per day of
propane and butane and 800 MT per day of condensates. The
GPP is designed to meet the .Sales Gas Gross Heating Value

Specification of 39.1 MJ/SM3 (1050 BTU/SCF) + 10Z.

2. Pipeline Transmission System

The Pipeline transmission system starting from the GPP con-

sists of:

* A 45km pressure Gas Pipeline System for delivery of gas to
the National Electrioity Board Power Station at Paka, the
Perwaja Steel Mill inr Telok Kalong and the Kertih town-
ship. The Pipeline is sized to allow for extention to the
west coast.

* Two 40km pipelines for delivery of propane and butane from
t he GPP to the Export Terminal at Tanjung Sulong.

3. LPG Export Terminal

The incoming propane and. butane are refrigerated and stored
in two 25,000 cubie metre (15,075 tonne) butane tanks and
two 30,000 oubic metre (17,550 tonne) propane tanks. The
products are then loaded into refrigerated prapa'ne/butane-
tankers or- pressurised LPG barges at the end of.a 300 metre
loading pier. The depth of the harbour at 'the Export Ter-
minal in 14 metres which can accommodate tiankers u# to
50,000 DWT .

4. Pilot Gan Reticulation System in Kerteh

Under a Pilot Gas Reticulation System, natural gas is piped
to 1,000 households in the EPHI and PETRONAS Housing Complex
in Kerteh. The processed gaz which is tapped off from the
high Pressure main gas pipeline at the Karteh city gate -is
regulated and metered before being distributed through low
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pressure steel pipe and LDPE pipes to the households.

Figure 2 Peninsular Gas Ultilization Project Stage 1 11 and III

PENINSULAR GAS UTILISATION PROJECT

N

*UT ~TM~ 4e KOTA BARU

KUAL.A
TERENGGANU

CO F FSO ulN
*~ ~ K<ATg
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3.2 stso TT

The Peninsular Gas Utilization Stage II is divided into two sys-
tems.

3.2.1 Systam 1 - Trans Peninsular Pinalina

System 1 consiste of a 730 kilometre transmission pipeline. This

pipeline is divided into three sections for construction pur-

poses.

The Western sector (Section 1) of the main pipeline consiste of a
30in diameter line stretching from Telok Kalong to the Segamat
control center, a distance of 242ka. A 20in, lkm spur will be
built to supply the MTSE Plant at Gebeng.

The Eastern sector (Section 2) includes a 241km, 36in d~iameter
line running from Segamat northward to the Port Klang Power Sta-
tion near Kuala Lumpur. An 18in diameter branch will run 26.7km
from Seremban to Port Dickson, while an 18km, 16in branch from
Puchong will feed the Connaught Bridge Power Station in Kapar.

The Southern route (Section 3) oonsists of a 30in line .from

Segamat to Plentong (197km) feeding two 20in lines, one leading
to the Pamir Gudang Power Station (13.Skm) and the other across
the causeway between Malayèsia and Singapore to the Island

Republio's Senoko Power Station.

Expected completion date for Section 1 and 3 is November 1990,
while Section 2 is due to be completed by June 1980.

On November 9 last year, PETRONAS Gas awarded the contract for

pipeline engineering, procurement and construction to MMC Gas Sdn
Bhd. MMC Gas has a paid up capital of M$10 million and is a 55

per cent owned subsidiary of HNC Engineering Services. The
remaining 45 per cent in foreign owned. Estimated cost for the

pipeline is valued at M$1.06 billion.

On January 27 this year, PETRONAS Gaz awarded a Japanese consor-
tiumn the contract for supply of pipe for Section 1 and 3, while a
Brazilian manufacturer won the order for the pipe for Section 2.

Total value of the two contracta, covering roughly 160,000 tons
of line pipe, was US$115 million, Both contractors Joint-
ventured with local companies on their successful bid. Sinar
Berlian Sdn Bhd leads the Japahese consortium and the Brazilian
consortium,. in headed by Malaysia partner Sabandra-Hamison Sdn
Bhd.

Still to come are the award of the engineering, procurement and
codnstruction of the compressor and metering stations; the supply
and installation of the SCADA System; construction of Stage II of
the gas processing plant; and the installation of new reftrigera-
tion facilities at the export terminal..
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3.2.2 Svstem TI - Rxy&Gsign¶ ôf the Gas Prppemsinir Plant and
Export TRrminal

To cater for the anticipated increase irn demand for gas that wiii
b. created by the Trans Periinsuiar Pipeline, the capacity of the
present Gas Processirag Plant (GPP) wiii b. doubled by the addi-
tion of a second train (GPP 2).

~The GPP 2 facilities wiii provide the. following

1. Additional oapacity of 250 million standard cubio ft.per day
of sales gas

2. The. recovery of ethu.ne, butane and condensates from f eed gas

3. Provision of pre treatment for GPP 1 (de-chlorided feed gas
and dehydrate4 f.ed liguid)

4. Operation under two different modes i.e propane rooovery and
ethane recovery.

The expansion of the, Export Terminal wili provide the following:

1. Additiono.l refrigeration capacity of 150 14T/hr to accom-
mo4ate the, inorease4 LPG production produced from GPP 2, as
3r011 as provido standby capacity.

2~. Suply of propane and butane to the MTBE plant when produc-

The value of ttdu System is approximately M$250 million and bide
are to b. made on the bapis of Engineering, Procurement, Con-
strucotion. Commissioningz and Startup. Preaualification for this
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4.0 DOWNSTREAM DEVELOPMENT

At the downstream end, Malaysia has ventured into LNG and several
petrochemical projects in developing its abundant gas resources.
Currently, there are four companies in downstream gas activities,
all of which have joint venture foreign involvement. The com-
panies are: Malaysia LNG Sdn Bhd, ASEAN Bintulu Fertiliser Sdn
Bhd, MTBE Malaysia Sdn Bhd and Polypropylene Malaysia Sdn Bhd.

Malaysia has successfully embarked on LNG and the MLNG joint-

venture has reaped a profit of M$1,344 million.from 1984 up to
31st of March 1988. In view of the increasing demand from the
Japanese, South Korean and Taiwanese markets and the growing
trend in favour of gas as a cleaner fuel, MLNG has planned to
boost its present 8.5 million tonne capacity to 7.5 million
tonnes from 1991. The expansion program will involve the con-
struction of a fourth and fifth-train. MLNG is now fully exploit-
ing the 25% excess cspacity over design in its existing three-
train plant. It will call for tenders for the expansion project
in the last quarter of 1990.

4.1 ABF and the Second Urpa Plant

The M$786 million ASEAN BINTULU Fertiliser Plant located at Bin-

tulu, Sarawak started operation in 1986. The ABF plant consumes

about 50 million standard cubic feet per, day of natural gas and

has a capacity to produce 1,000 metrio tonnes of ammonia and 1500

metrio tonnes of urea daily. The company is jointly owned by the
ASEAN countries, with PETRONAS having 83.5 per cent, P.T. Pusri
of Indonesia 13 per cent, Thai Finance Ministry 13 per cent,

Philippine National Development Company 9.5 per cent and Temasek

Holding of Singapore 1 per cent.

The company's initial performance was not satisfactory due to the

drap in the urea price and the high yen value. However the sales
value of urea went up from $29.9 million in 1986 to $140.8 mil-
lion in 1988, an increase of 370 percent. PETRONAS is now look-

ing into the feasiblity of building a second ammonia urea plant
to take advantage of the rising .urea demand and a tightening of

the supply situation:.. This new plant will increase espacity by

20 per cent and will be built alongside the. existing production
faoilities. The project is estimated to come onstream in the

year 1993-94.

4.2 NyRE/Penopi-ane and Polvmro**vle""

On 14 February, 1989, PETRONAS signed two joint-venture agree-
ments for, (i) the Methyl Tertiary Butyl Ether(MTBE)/Propylene
project; and (ii) the Polypropylene project; with the same two

foreign partners, Idemitsu Petroochemical Company (IPC ) of Japan
and Finland's national oil corporation, Neste Oy. Both projects
will be located at the Gebeng Industrial Estate near K#antan,
Pahang. The estimated ooet for the projects is US$200 million
for the MTBS plant and US$130 million for the polypropylene. The
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projected annual oapacity will be an estimated 300,000 tonnes of
MTBE and 80,000 touries of polypropylne. The. plants will use raw
materials such as butane and propane from PETRONAS's Gas Process-
ing Plant in Kerteh and methanol from the Sabah Gas Industries
plant in the Federal Territory of Labuan, off Sabah. The
MTBE/Propylene projeot involves the production of KTBE for use as
an octane booster in gasoline to replace lead. The other
product, propylene, will be manufactured as a feedstock f.or the
Polypropylene project. The output from the Polypropylene
project will b. used as raw material in the plastics industry.

on bidding for engineering, procurement and con-
) for both projeots has closed. -The award should
ddle of next year. The two plants are due to corne

istillate Synthesis (MI)S) ProieQt

M$1.8 billion middle distillate synthesis project, the
7irst plant to convert naturel gas into petroleum products
ie onstream by lete 1992 in Bintulu, Sarawak. The plant
)uroe about 100 million cubic feet of netural gas per day
'Shore gas fields in Sarawak and convert the ga§ into
500,000 tonnes of produots per year. ShellVs MDS process
cd on the classical Fischer-Tropsh technology which
3 an intermediate synthesis gag which cen be produced f rom
of feedstocks, inoj.uding naturel ges, for conversion into
ility liquid hydrocarbon such as kerosene, neptha and gas

Cor-



4.5 Rxnanfio of Esso's Port Diakson Refinerv-

refomerat ts Port Dickson refinery ta mee th~e Gverne~nt's
reqireen fo rduce lea content in potrQ>l by 1990. Th

poet wil buil an intl a ceaaltic reore w hvich w44l

proucereforate,. an additive ta caopensate fo>r the reduatto of

licnsd imit of I11000 bares pe dy Thenwrfre
capacity ta 7,000 kpd while the existiTlt on 4s 8,0 4p.

>G ()Sn Bdwaft awarde4 the Xsso contract las Octoe an

th reormer is exete4 to ome onstream in early 190

4.6 olvehelee P1stirm <nnle

Exxon Chemical, a division of theArcnolopayEx , s

mrpsdt h aasa oenetaU$0 -80milojin
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5.0 THE PRODUCTION SHARING CONTRACT SYSTEM

With the coming into force of the. Petroleum Development Act in
the. early 1970's, any oil company wishing ta explore for
petroleum in Malaysia must first sign a production sharirig con-
tract w~ith PETRONAS. The first PSCs were signed in 1976. In
1985, net. PSC terms were introduced. The new terms allow for a
botte? and quicker rate of return on investment and the response
ta thes. newq terms has been overwhelming.

Sasically, the producti.on siiaring contract spelis out the terms
under which the. contractors are ta operate.

The. non financial terms speil out the duration of thie contract
period; the obligation of the contractor to use Malaysian goods
and services wherever possible; and the. requirements for the
training of Malaysian personnel. The duration of the contract is
24 years if an ail field is discovered and 29 years if a gas
field is discovered.

The. fiiiancial terms provide a formula for the. sharing of ail or
gas if a commercial discovory ie made. The. formula allows for 10
per cent of groep production to be deducted for the. payiieit of
royal'ty, f ivq per cenit ta thep Federal Government and f ive per
ct ta the Govqrriment of the, State where petroleuu ie produced.

The, forula also allows a coratractor to recover his costs, that
ts, the amount of money ho has spent in exploring for and produc-
tng petro1$um. The. maximum that cmii b. claim.d in any one year
ta~ coe cotis 50 per cent of gros. production in the. case of

ai an 6 per cent f or gas.

Afe deducting for royalty and cost recovery, the, balance of the.
oil or gas that has been prod>uced is kcnown as profit cil or gas,
~as thecs may be. This is th<en siiared between EPETRONAS and the,
contract or on a slidina ecale, depending on how muoch ail or gas

Enduetry In



>Th petraOeu indusry is governed by the Pet<roJlpi Act of 1974

whc require that allJ applicaflts that commence or cniu n

perlu buins orsevceb directed ta PETROLiA$. The

Petalem Dvelpmet &mn4pgnt) Act of 1977 provides for

PETRNAStake~ the licensing autbority for ail iupstea petolum

aciite. Thu all gas and oil .quipment must be pr o2id

throgh loca~l companyw hioh fulfils the follwidng oriteria

i) pai4 up aia of at Weast M$100O,000

ii 3% of th stcko the coOmhptfy must be owned bybuiut

(w4 i*eous - mainly Mjalay)

iii)be pprove4  as a supplier by PETROAS~ (1i.e possa

iv demonstrate that it ca d the job

andga euiet or an te diretly ivle 4in h routo

of oil and ga alclcmais hi a ab oee

mhog -naec ragmn rjitvnuewt n rmr
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7.0 LOCAL PARTICIPATION AND TECHKOLOGY TRANSFER POLICY

PETRONAS has a policy to maximise the participation of local com-
panies ini the oil and gis industry. In view of this, steps have

been taken to incorporate national policy requirements and

preference is given to local contractors and locally produced
goods and services

- as criteria for prequalification or selection of bidders
- in formulation of Invitation To Bid (ITB) documents
- as criteria for bid evaluation

In addition, the current Malaysianisatiol Programme for the

petroleum industry has been designed ta accomplish the following
objectives:

- to ensure that foreign experts brought in will be utilised
ta maximize the transfer of the latest technology.

- to ensure a systematic and controlled phasiflg out of ex-
patriate workforce with the progressive development of
skilled local manpower.

PETRONAS has considered transfer of technology as one of the more
important criteria when it seeks joint venture partners in the
oil and gas industry. PETRONAS President, Tan Sir Azizan Abidin

WaS quoted as saying "we seek partners who are favourably dis-
posed ta the transfer of technology and serious about it". For
this reason, transfer o! technology is given special emphasis and
io irinînriAri in nroiett Dlanninizand contract documents
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APPENDIX B

PETIRONAS Tender and Procurement Guidelines
for Ilpstream and Downstreau Sectors



PETRONAS
TENDER AND PROCUREMENT GUIDELINES
IN UPSTREAM AND DOWNSTREAM SECTORS

1. PROCUREMENT POLICY

PETRONAS Procurement policy governing the approval
of tender and purchase is to obtain the best value-
for-money for any given expenditure consistent with
development of local petroleum and support services
industry.

The best value-for-money approach takes into account
the following

" Price

o Technical Specification And Scope Of Services

o Suitability 0f Technology

o Delivery Time

o PETRONAS And Project Wellbeing



- 2 -

PETRONAS recognises the importance of the procurement
process in fulfilling these objectives. As a
national petroleum corporation, and as the custodian
of the country's oil and gas reserves, PETRONAS is
the Governmeflt vehicle for the fulfilment of these
objecti ves.

2. TEDRAND PURCHASE-PRINCIPLES AND> PROCEDUR

PETRONA$ is appreclative of the fact that potential
contractors and suppliers f ncur time, money and
resources to submit bids or proposals for supply of
goods and services to us. Recognisiflg this, PETRONAS
has developed a set of tender principles and
procedures which not onlyl7leet PETRONAS procurement
policy but also gives every opportunity to potential
contractors and suppliers for a fair chance to

~~î~Acianua treatmeit. and an avenue to propose

1only
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There are 4 basic bidding modes :

o OPEN 810$

o PRE-
QUALIFIED
BIDS

o SEt.ECTIVE
B I S

o DIRECT
NEGOTIATION

*Simple Straight Forward
Purchase Without MuCh In-house
Data On Suppliers

*For Complex. Job With More Than
One Capable Contractor/Supplier

*For Specialised Goods/Services.
With Limited Number Of
Cofltractors/Suppl iers

*For Highly Specialised Equipment/
plant/Technologies/Servi ces

The mode of bidding for each tender/purchase has to
be idqntified and approved by the appropriate Tender
COMMittee/Approving Authority during formulation and
approval of, its contracting strategy. The full
tern4ering procedure is as follows

CONTRACTING STRATEGY

TENDERING PROCESS
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is required for the conduct of or the carrying on o
any business or provision of services and supply of
materials.

To obtain a PETRONAS licence, a company is required
to comply with the following conditions :-

" Locally Incorporated And Carry Out Operations
Through Its Office In Malaysia

o Minimum Paid-Up Capital Of $100,000 With Local
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business lines they are in ta enable PETRONAS to
consider them for relevant selective bidding.
Foreign contractors and suppliers can participate in
open bids or submit for pre-gualification without
being registered in cases of once-off contract job or
service. However, they are required to register
themselves on receipt of tender award.

Pre-requisites of registration are as follows,
subject to changes as and when required

o Locally Incorporated

o Minimum Paid-Up Capital 0f
- MR 10,000 For Limited Companies
- MR 5,000 For Partnership And

Sole Proprietorship

o Capabîlity

o Registered With Relevant Agencies
Such As Malaysian Board 0f Engineers Etc

Applications are to be submitted using a prescribed
form. To enable PETRONAS to understand the scope of
goods and services supplied, level of capability and
competentency as well as status of the companies,
relevant information and documents are renuired te be
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MALAYSIANU MARKETING
MAURITIUS EXCELLENCE
BUSINESS DEVELOP The Strategic Consulting Group is honou

that its two associate consultants Profeso
Geoff Lancaster and Lester MassinghamM ENT COUNCIL have co-authored a major work entitled

SCG's Managing Director, Bob Lee and Business Development "Essentials of Marketing" published by MC

Manager, Helen Mun have been invited to join the management Graw - Hill. Professor Lancaster has pub-

committee of the Malaysia-Mauritius Business Development Coun- lished widely in learned journals and is an

cil which is affifiated to the National Chamber of Commerce and the Editorial Board of 3 marketing journals

Industry of Malaysia (NCCIM). in the USA and UK. He has also served on

This couricil will provide a business forum for exchanging views and the vairious Boards of The Institute of Mar-

projects, both dornestic and internation4 affecting Malaysia and ketinz (UK) which has a worldwide mem-

Mauritian organisations and personnel. bership of 21,000.

Ghazab bin Dato' Yusoff is the President while SCG's Helen Mun
is the Mernbership Director.

ECONSULT INVITED FOR
MAJOR KTM PROJECT

Pro&-zor Geoff Lancaster of London,. Scaki
assocatte consultant, shares a marketing in5lqw-j
wth Chairman Abdullah Mohd. Yusof

JAYCEES
OUTREACH

Econsuft ha rerently been invited to tender for a project which SALES SEM INA
involves a reassessment of passenger fares on KTM trains and rail-
buses. The project is an important integral part of KTM efforst to Kuala Lumpur Jaycecs, a member of JaY-
increase income and become a more commercial organisation. cm International (JCI) with over 500,000
The study will invoive large scales surveys of rad, road and air pas- members worldwide, organised 4thé Wmî.

sengers as well as demand forecasts and cost analyses. ning Edge in Sales" on March 29, 1989.
If mmenful, the Econsult tearn wÙl include Dr Esther Tan and David Speakers included Tan Joo SecG ViS-
Dennis from, KL office and Dr Stewart Joy from Econsult Trans- President of Zenger Miller Southeut Asia,

port SeMee in Sydney. Dr Joy îs a former Chief Economist for the K.C. Lau, Executive Director of Markrite
Bdtish Railways Board and has consulted on railways in the U.K., Sdn. Bhd. and SCGs Corporate Affairs
the U.S., Australia and Malaysia. Director Steve Subrarnaniarn.

Econsult Sdn. Bhd.
318t Floor, Menarx Tun Razak, JIn. FW& Laut 50350 Kuala Lumpur.

Tel: 03-2ý7718, Télex: Pelara MA 31687 Fax: n2UMl
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