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Preface

The modern petroleum exploration and development is a peculiar commercial activity full of opportunities
and vigor as well as challenges and risks. Hence, a risk and profit sharing pattern in exploration and de—
velopment is widely adopted in world oil industry, where the transnational oil companies and the host
countries with resources cooperate together, use the applicable state—of-the—art technologies and scientific
management methods to reduce risks, discover and exploit fields of commercial quality and maximize the
value of exploration and development projects.

Open—doorism has been one of our basic national policies. China petroleum exploration and development
foreign cooperation has always been an important window embodying this national policy. At the very be—
ginning of our reform and opening in 1979, China started iis foreign cooperation to explore and develop
offshore petroleum resources. In February 1985, the Chinese State Department approved the Ministry of Oil
Industry’s “Request for Foreign Cooperation in Onshore Petroleum Exploration and Development”. Then in
January 1993, it ratified CNPC’s “Request for Expanding Onshore Petroleum Foreign Cooperation”.

Over the past twenty years, China’s onshore petroleum foreign cooperation has grown from the south to the
north, from risk oil exploration to oil and gas exploration and development, forming an over—all, multi-lev-
el cooperating stance. Our foreign cooperation not only atiracts foreign investment, ‘but also introduces into
China the advanced technologies and scientific management experiences. The investment is important but
limited. The benefit generated by the latter is priceless.

In the practice of foreign cooperation, CNPC has been successively promoting its exploration and develop—
ment cooperation and progressively perfecting its management through continuous study and seeking, and
has achieved delightful results in petroleum risk exploration, oil and gas field development and production,
management and personnel training

Since the first onshore PSC was signed for Fushan depression, Hainan province in 1985, PetroChina has
conducted three rounds of international competitive biddings and a series of bilateral negotiations and
signed 53 petroleum contracts and 24 joint study agreements with 46 oil companies from more than 10
countries and regions, including Australia, the United States, the Great Britain, the Netherlands, Italy,
Canada, France, New Zealand, Japan and the Chinese Hongkong, eic. The total cooperation area is up to
237 thousand square kilometers.

At present, 15 contracts are under execution. In 2004, the foreign cooperation projects totally produced
3.76 million tons of oil equivalent. Among them, crude oil production was 3.43 million tons, which was
850 thousands tons more or 33% increase comparing to that of the previous year. It accounted for 38% of
the total of PetroChina’s domestic crude production increase. The foreign cooperation projects has an accu—
mulative crude oil production of 18.71 million tons and gas of 2.03 bem.

“Developing the West” and sustainable development strategies and the construction of “West—East Gas
Transmission Pipeline project” have provided great opportunities for natural gas exploration and
development. In 2000, PetroChina carried out gas joint studies on Kuche area in Tarim Basin with Exxon—
Mobil and Royal Dutch Shell respectively. Their geological reserves evaluation of Kela—2 gas field is quite
close to that previously done by PetroChina Tarim Oil Field Company. It proved the high quality reserves
evaluation of Tarim Oil Field Company, and made an important contribution to the confirmation of the
upstream resource foundation for the big west—east gas pipeline project.

Foreign cooperation can help us fetch in new technologies and management experiences. Cooperative inno—




vations can promote independent innovations. PetroChina and Apache have cooperated in Zhaodong oil
field, shallow sea Bohai Bay, integratedly used advanced applicable exploration and development technolo—
gies and achieved a series of cooperative innovations, which make Zhaodong the first offshore oil field of
PetroChina foreign cooperation with an annual yield of one million tons. Foreign cooperation adopts a pat—
tern of project management under the supervision of a joint management committee. Chinese and foreign
experts form a joint work team to resolve disputes through negotiation. Project management follow a pro-
curement bidding system and a contract based parties a oil company and a service company system, where
party a oil company supervises and implement the project process management.

For example, PetroChina and Shell have a cooperation project called Changbei project in Ordos Basin. The
original ODP was to reach a gas production of 3 bem in 2010. Based on market demands, PetroChina pro—
posed to reach this target by the year 2008 to meet the need of “Green Olympics”. After the joint working
team optimized the original ODP, it proved feasible to reach the target two years in advance. Also the ex—
ploration and development construction cost was lowered through construction projects bidding. The foreign
cooperation project management also pays much attention to every detail of the operation process, includ—
ing each detailed implementation of HSE management system to ensure safety operation.

Foreign cooperation helps emancipate our minds, broaden our views, improve our competences, and estab—
lish a new cooperative partnership with foreign oil companies. For oil companies, the present economic
globalization and risky attribute of petroleum industry necessitate transnational cooperation and new coop—
erative partnership. Cooperation means an open and transparent spirit, shares technologies and experi—
ences, embodies equality and mutual benefit and achieve win-win target. The successful operation of the
cooperation projects between PetroChina and foreign companies fully proved it and also founded a solid
foundation for further strategic cooperation.

PetroChina has always been persisting in our national policy of opening to the outside world and improving
its foreign cooperation level. Standing at a strategic high level of establishing and fulfilling scientific views
of development, we should set feet on the situation of China and our own characteristics, observe with a
strategic foresight of internationalized operations to plan our own exploration and development and foreign
cooperation. We should catch the opportunities and abide by the mutual benefit and win-win principle and
accelerate our pace of foreign cooperation so as to make more cooperation projects as the innovation fore—
runners and paradigms in technology, management and concept. We should promote self—innovations via
foreign cooperation innovations and -make foreign cooperation an important supplement to Chinese
petroleum industry.

The exploration and Development Technological Symposium of PetroChina Foreign Cooperation verily
records many important events in China onshore foreign cooperation in the past 20 years. It preliminarily
sums up our experiences and lessons. I believe the publication of this symposium would help facilitate

PetroChina’s opening and cooperation expansion and continuously promote our foreign cooperation level.

November 7,2005
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