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‘ [Overview off NEAERErgy, Situation|

Only 6 Countries Buit a Significant Group
- 27% of world population;, 19%, of world GDP
- 25% of world energy consumption
- 18% of world CO, emissions
- [Faster; growthi ofi economy & energy demand tham other regions

Current Energy. State infNEA
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(Year 2000)

South
Korea

Japan

Russia

Mon-
golia

North
Korea

Primary Energy
(10° TOE)

192.9

558, 7

612.0

2.6

15.7

Per Capita Energy.
(TOE/person)

4.08

4.40

WA

0.71

Energy/GDP
(TOE/ 10° $, °95)

312

105

1,751

735

Population (10°)

47.3

126.9

145.5

2200)




~ Current Energy. State infNEA

‘ [EReray: Mix off Chinaj

- Dominance of coal (62.0%)
- Small portion of natural gas (3.0%0)

Primary Energy Consumption (2001)




~ Current Energy. State infNEA

‘ [Energy: Minx ol Japan]

- Relatively high nuclear dependency (14.1%)
- Big oil and natural gas importer

Primary Energy Consumption (2001)




~ Current Energy. State infNEA
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~ [Energy: Minx of' S, Korea]

- High o1l dependency, rapid grewing natural gas consumption
- Big energy Importer (overseas energy. dependency 917.3%)

- Import Bill: US$33.7 billion (23.9%: ofi totall import bill)
. 3% Jargest oil importer, 27% largest coal and ILNG importer

Primary Energy Consumption (2001)




Enengy: Security: Issues miNEA

[Energy Security — A New Angle]

Quantity Risk (traditional focus)
- Political or strategic energy supply disruption

Price Risk + Quantity Risk
- Short-term supply shortage = Price shocks

Environmental Risk + Price Risk + Quantity Risk
- Economic vulnerability te environmental sanctions

= “Energy Security™ : Stable, Cost-Effective and Sustainakle

Supply o Energy

- Set up an efficient and environment-friendly energy supply: system
+ emergency preparedness + international cooperation




Wy Energy Security Issues in NEA
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‘ [Dimensions off Energy: Security]

<«
Energy Supply Security

- Traditional Concern off Securing Stable Energy Supply:
» Import seurce and fuel diversification

- Contract flexibility, reliable delivery routes & system
- Domestic infrastructure integrity’ & storage
- Participation i reseurce development, ...

Energy Economic Security

- Broader Perspective of Fortifying Economic Security firami Energy
Instability
- Reduce vulnerability to price volatility
- Enhance energy: efficiency
- Viarket lilberalization, minimize impacts firem|envirenmental ISSUes; ...

€ Energy for Security

- Geopoliticall Aspect off Eneragy.

» Energy asia catalyst for international econemic cooperation
+ Easing international tensions




> ~ Energy: Securty, Issuesiin NEA
{

‘ |[Eactorsi fihreatening NEA ERergy: Security]

«

Rapid Growih of Energy Demand

- Annual growih rate fior 1999~2020 (EIA forecast):
China 4.7%, Seuth Korea 2.6%, \World Average 2.2%

Growing Dependency on Oil

- OIl hecoming the leading primary energy in NEA:
Japan (2nd largest consumer), China (3rd), Seuth| Korea (6th)

Increasing Import from Outside the Region
- 76% off NEA oIl imports from the Middle East 1 1999:
Japan (86%0), S.Korea (72%), China (46% — 79% In 2020)

Vulnerability to Envirenmental Issues
- Highidependency oni coal (China 64%) andieil (S. Korea 51%, Japan 50%,
China 30%)




Enengy: Security: Issues miNEA

IWhy Energy Cooperation inNEA?]

Strengthen Energy: Security.

- |mport source & fuell diversification
- Emergency preparedness : less vulnerable to external shiocks

Economic Benefits

- Resource development

- Cost-effective energy supply

- Spill-over: effiects : steel industry, construction, employment....
- Market lilberalization

Envirenment-Eriendly Energy Mix
- \WWider access to envirenment-firiendly energy (natural gas, hydro

[POWEY)
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~ Energy: Securty. Issuesiin NEA
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‘ |©lastacies tol NEA Energy Cooperation]
Politicall and Institutional Obstacles

- Relations among the countrieswithin NEA & lnter-Korean tension

- Uncertaity in investment and market conditions, esp. In transitional
economies

«

Econemic Obstacles
- Einancing off huge Investment costs
- Competition With other energy. projects outside off NEA

Geographical/liechnoelogical Olstacles
- Technological difficulties in the tundra area

S IVIUCh| 101 10e dene & requires concerted efforts
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‘ [Energy Demanal Eorecast by Counbry]

Energy: Demand/Supply: Projection

year

South
Korea

Japan

China

Russia

Mon-
golia

2000

192.9

55061

950.0

612.0

2.6

2020

311.8

566.0

1707.0

841.0

3.7

% (Ave.
Growith)

2.2

012

3.0

1.6

1.8

Share
(%)

240/0)0

2020

Source : IEA, KEEI




Energy: Demand/Supply: Projection

[Energy: Demand Eoerecast oy Euel]

Year Coal oIl Gas Others | Total

20/00) 926 751 441 15 2,382
NEA

(10°TOE) | 2020 1,390 1,065 747 31 3,515
(%) (39.5) | (30.3)| (20.4) (100.0)

20)0]0) 2,355 3,604 2,085 9,179
\\orld

(10°TOE) | 2020 3128 | 5,008 25231 13,167
(%) 23.8) | (38.0)| (2698 (100.0)

Source : IEA, KEEI
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<East Siberia - Far East Gas Fields>

Gas Fields

1. Tanamskoye

2. Srednevilyuiskoye

3. Nadym-Purtazovskoye
4. Bolshehetskoye

5. Yurubcheno-Tohomskoye
6. Sobinsko-Teterinskoye
7. Kovytinskoye

8. Chayandinskoye

9. Nepsko-Butuobinskoye
1

b. Sakhalin
‘\' Norilsk q
. ‘ Yakutsk
rengoy . ‘

e Surgut

~>e Ohka
Komsomosk
Krasnoyask e Khabarovsk e

Angarsk

[ ]
Irkut
Vladivosto}




<East Siberia OIl & Gas Fields>

Oil (108 TOE) Natural Gas (bcm)

Oil, Gas Fields
A+B+C1 C2 A+B+C1 C2

Krasnoyarsk
58.4 301.1 93.7 321.2
3.0 8.2 138.7 19.6

Irkutsk

Sakha (Yakutia)
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<Sakhalin OIl & Gas Fields>

Oil, Gas Fields

Oil (106 TOE)

A+B+Cl1 C2

84.9 24.2

2.6 5.2

9.1 104.3
18.2 1.3
38.1 4.4

Natural Gas (bcm)

A+B+Cl1 C2

58.9
324.5
22.0
113.9
58.1




<Sakhalin Projects>

\~<_ schmidt
~ (block
~

Sakhalin IV -
\A Y Sakhalin V

skrakhanovsllk East

block Schmidt
block

East
Odoptu
block

Odoptu field P Sakhalin 11
Sakhalin 1 ' Piltun-AstoRhskoye field

Chaivo field =
Arkotun -Dagi field

Sakhalin 111

. ’ Lunskoye field
Sakhalin 11 Kirinsky
block

Pogranichpiy
block

Sakhalin Island

Sakhalin VI




<Sakhalin Projects>

Reserve

(105 TOE) Consortium

Projects

Exxon:30%, Sodeco:30%, SMNG-Shelf:23%,
Roseneft-17%

Sakhalin energy: 25%, Royal Dutch Shell: 55%b,
Mitsubishi:20%

1000

850

ExxonMobil:33%, Rosneft:33%o,

1500 Texaco:33%

ExxonMobil, Rosneft, Rosneft-SMNG

Rosneft:50%, Rosneft-SMNG:50%
TBA (BP, Rosneft expected)

TBA (Rosneft, ExxonMobil, Texaco expected)
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<Praespective PNG Projects>

M [rkutsk : 3 routes
Russia- China- S. Korea
Russia- Mongolia- China- N.Korea- S Korea
Russia- China- N.Korea- S.Korea

#L Yakuitsk : 2 routes

Russia- Chilna- N:Kaorea Transit
Russia - N.Korea- S.Korea Country.

Mongolia — Consumer

Russia — Producer

#L Sakhalin : 3 routes

Russia- China- N.Korea- S.Korea gra”Sit
Russia- N.Korea- S.Korea ountsy
Russia- China- S.Korea N Korea | Consurmer
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<\Natural Gas Scheme in NEA>

L Yakutya ¢ Matural Gas
¥

Yakutsk
. (5) 4 ~ 4
SIRUS S DA s il A £ Nortn Saknalin
- Chita - \‘\sﬂ of Okhotsuk
' L

1 ﬁu-mnnu
- @- l:-.'t. "@\

= ~_UmaniUde - 7N |

Ulan Bator ® -

e

MONGE@IEIA @)
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D Matural Gas Fields

e Existing Gas Pipefine (1995)
Pipeline Construction Plan (2005 - 2010)
Pipeline Construction Ptan ( - 2020)

4
= Lianyungang *

@ [H:l I:I [i:ﬂ &E‘l 'I"H.FI:IWS:H

._L-E‘l} S .-"e.: Shanghai

Source : YR Internzational Co,




<[East Sikeria Onlf Pipeline Projects>

Angarsk- Angarsk-
Daqing Nakhodka

China(CNPC) Russian Energy
Russia(Yukos) UIETSEL Ministry

Pacific

Suggested by

Distance (km) 2,213 3,765 4,000
Trans. Capacity (10° b/d) 0.6 1.0 1.8

Supported by China Japan Japan
Construction period 2003-2005 2007 n.a.

& Sino-Russian Energy Cooperationisigned in 1996
- Supplement of production decrease at Daging field, using Daging facilities

& Japanr’s participation suggested at 2003 Japan-Russia Summit Talk
- Support 5 billion US$, guarantee 800,000 b/d for Nakhodka route

¥ Route to be decided in 2004
& Pipeline connection under review: in S. Korea
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~ Investment INeeds for: Energy. Infrastructire

4
~ [Energy Investment Outlook : 2001~2080]

Developing countries require almost half of glebal energy Investment .
- Energy production iand demandi increase most rapidly.

Share off energy Investment In the econemy:

- Russia : 5%+, China : 2.5%

Cumulative Energy Investment (billion US$)

2001~2010

2011~2020

2021~2030

2001~2030

26)Y

391

369

(0510

S)Tke

767

666

2,293
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~ Investment INeeds for: Energy. Infrastructire

‘ |Estimated Investment Neeadsfior NEA Energy Projects]

Gas Project

Investment
(billion US$)

12.0~15.2

10.0

15.0

13.5

33.0
11.0~16.0

Oil Project

Investment
(billion US$)

1.7

5.2




[Iissuies off Einancing Eneray. Investment]

Cannot e taken fior granted
- Einancial resources at a global level are not deficient.
- Risks faced by Investors are formidable and are changing.

Einancing in developing countries is the biggest challenge.
- High risks impede inward capital flows.

+ Exchange-rate risks, economic/political instability

- Uncertain legal andl regulatery regines

- Poorly developed financial markets
= Need to create an investment framework and climate

Government action and international cooperation to lower potential
parrerswill bevital.




EnVvisaged Stirategies and Erameworik

Roadmap for Energy Cooperation in Nertheast Asia

- Establishment off information/data sharing mechanisms
- Encourage business dialogues & participation

- Conifidence burlding

- Development of joint policy agenda

- Creation of institutionalized firameworks for multilateral regional
ENnergy cooperation: Treaty, Charter, Regional Energy Community.

More Dialogue Reguired te Address

- Political & Institutional concerns
- Investment protection treaties, Assurance ofi fiscall stability (tax, tarifif),
Dispute settlement mechanism, Harmonization ofi technicall standards, ete.

- Governmentall, commercial & researchisector Interchange
- Senior Offiicialsi Meeting, Expert Forum, Business Forum

S Need te share falr/transparent principle fior NEA energy cooperation

»
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EnVvisaged Stirategies and Erameworik

Institutional \Vehicle for Infrastructure FEinancing

- Finance infrastructure investment/economic development in NEA

- Mohbilize internationall capital market for NEA Infrastructure needs
- Reduce investment risks

- lInter-governmental supporting scheme for investment promotion and
protection

Suggested Institutional Arrangements

- SO, Secretariat, Working Groups and R&D: hody,
- Formal, but nen-binding (e.g., APEC)

- Policy consultation and coordination

.
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EnVvisaged StirategIes and Erameworik

Vladivostek Statement: Eirst Agreement ofi Senior: Officials

- Endorsement of objectives and principles ofi Khabarovsk Communigue

- Periodical meetings ofi Senior Officials

- Establishment ofi werking groups : Electric Power and Interconnection,

Interstate Tiransit off Fessil Fuels, Prospective Energy Planning and

Programming

- Immediate establishment of a TEE to draft an inter-governmental
consultative mechanism

- Eurther consultation for founding a research center for NEA coeperation

Imminent Issues and Suggested Direction

- Follow-up to the Viadivestok Statement needed

- Participation off China and Japan 1n SOV and TEE encouraged

- Good working relationship with ether international/regional arganizations :
WO, UNDP(TRADP), APEC(EWG), ASEAN+3, OPEC, UNCSD(WSSD), EU (ECT),
Others?
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EnVvisaged StirategIes and Erameworik
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Strategies and Steps toward NEA Energy Cooperation
- Consensus burlding

- Consultative process

- Policy development and coordination

- Establishment off legalland institutional bases
- Implementation and investment




Concluding Remaik

PNG Projects in NEA for 3Es

- Energy Security, Economic Benefit, Environmental Improvement

Can Proevide Win-Win Opportunity for Coeuntries in the Region

- Obstacles can be overcome by practical Interests.

Miuch to lbe done & requires concerted efiforts
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