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Disclaimer 

This Executive Summary has been prepared by Nido Petroleum Limited for the purpose of assisting potential 
interested parties in making a preliminary assessment of their interest in participating in this offshore exploration 
opportunity. 

This Executive Summary does not purport to contain all the information that a potential interested party may require 
in order to make a full evaluation of the offshore exploration opportunity, and has been prepared without any 
knowledge or consideration of the particular needs or requirements of any potential interested party. 

Each potential interested party must conduct its own due diligence, including seeking professional advice, before 
making a decision to submit an Expression of Interest and must rely solely on that due diligence and advice, and on 
its own knowledge and assessment. 

The information in this Executive Summary has been prepared by Nido Petroleum Limited and does not necessarily 
represent the views of Nido’s joint venture partners.  All analysis is based on technical information available in May 
2008 and is believed to be accurate.  Potential interested parties will need to verify the assumptions, calculations and 
results prior to making a decision to participate in the opportunity. 

The information in this document may be superseded by any later information which results from Nido’s on-going 
geological and geophysical interpretation across its exploration portfolio.  Any material new information will be 
provided to the interested party by Nido Petroleum Limited in the form of one or more supplement(s) to the 
Executive Summary. 

This Executive Summary remains the property of Nido Petroleum Limited. 



 

 

Executive Summary  

Nido Petroleum Limited (“Nido”) is seeking a strategic partner to participate in a world-class offshore exploration 
program in the North West Palawan Basin in the Republic of the Philippines. 

Nido has been involved in the North West Palawan Basin for over a decade.  The basin’s potential was identified by 
Nido years ago as being highly prospective within a fiscal system that is the best in the region.  As an early entrant, 
Nido has secured a dominant position in the Philippines’ most prospective hydrocarbon bearing basin.   

Nido’s extensive in-country expertise and experience has positioned it as the leading explorer in the NW Palawan 
Basin where it has developed an extensive prospect and lead inventory.  With a gross land position comprising 30,620 
km2 (3.06 m ha.), Nido is the second largest acreage holder in the Philippines ranking only behind the Philippine 
National Oil Company-Exploration Corp. (“PNOC-EC”).  Nido has secured a substantial working interest position in 
the entire offshore fairway in water depths ranging from less than 100 to over 1,000 metres.  Technological 
innovations since the last major drilling campaign in the 1980s have opened up the deep-water regions as new 
exploration territories, containing plays that have been proven in the shallower waters.  This provides Nido with 
exposure to multiple play types, offering a spectrum of risk/reward opportunities in a proven hydrocarbon province.   

Nido has pursued a deliberate, well considered and thorough exploration strategy.  A re-evaluation of early seismic 
and well bore data combined with several large seismic acquisition programs has created a much improved geological 
understanding of the basin.  Nido is seeking a strategic partner to participate in delineating an impressive exploration 
portfolio that offers the following characteristics: 

 An acreage position covering some 27,040 km2 throughout the NW Palawan Basin. 
 A basin with demonstrated prospectivity containing discoveries ranging from 5 to 500 million barrels of oil 

equivalent (both oil and gas) and success rates of over 50%. 
 9,861 km of 2-D and 1,325 km2 of 3-D seismic acquired over the past three years that has enabled the 

identification and delineation of over 40 prospects and leads. 
 All prospects and leads are in proven geological play types in the basin and hence considered highly 

prospective. 
 20 large prospects and leads with sizes ranging from 97 to 2,747 million barrels of oil-in-place (most likely 

case, gross, un-risked) in water depths ranging from 75 to 1,400 metres. 
 A fiscal regime for oil & gas exploration and production that is the best in Asia. 
 Philippines exploration potential vindicated by the recent entry of National Oil Companies (“NOCs”) and 

several large International Oil Companies (“IOCs”). 
 

PROSPECTS & LEADS INVENTORY   

 

GROSS AREA 
(km2) 

NIDO 
EQUITY 

GROSS OIIP (MMbbls) # PROSPECTS (ML CASE Case) 
MIN 
CASE 

ML 
CASE 

MAX 
CASE 

<50 
MMbbls 

50-500 
MMbbls 

>500 
MMbbls 

Service Contract 54 * 3,040 60% 896 2,368 5,489 6 9 1 
Service Contract 58 13,440 50% 2,841 8,742 21,140 5 13 5 
Service Contract 63 10,560 50% 181 512 1,330 - 3 - 
TOTAL 27,040  3,918 11,622 27,959 11 25 6 

TABLE 1: SUMMARY OF SERVICE CONTRACTS AVAILABLE FOR FARMIN; * EXCLUDES AREAS WITH WATER DEPTHS < 120 METRES 
 



 

 

In total, these prospects and leads have the potential to contain between 3.9-28.0 billion barrels of oil-in-place with a 
most likely scenario of 11.6 billion barrels of oil-in-place on a deterministic basis (gross, un-risked) (Table 1).  
There is also potential for numerous accumulations of multi-trillion cubic feet of gas.  Recovery rates are 
expected to be in the 25-35% range for oil reservoirs. 

The prospect and lead inventory contains a number of play types which provides diverse exploration objectives to 
pursue and capture.  As Figure 1 illustrates, 31 of these targets have the potential to contain greater than 50 million 
barrels in place, and six are believed to contain at least 500 million barrels of oil-in-place.  Nido believes this number 
could rise further, once the recent seismic acquisition programmes are fully interpreted. 

 
FIGURE 1: PLAY TYPES AND DEEP WATER PROSPECTS & LEADS BREAKDOWN (MOST LIKELY CASE, GROSS, UN-RISKED) 

SC-58 contains several large prospects and leads which offer stacked drilling targets comprising different play types 
(Figure 1).  These can be investigated from a single well penetration, significantly improving the chance of success.   

The prospect and lead inventory contains 20 large prospects and leads with sizes ranging from 97 to 2,747 million 
barrels of oil-in-place (most likely case, gross, un-risked, deterministic basis) as shown in Figure 2. 

 



 

 

 

FIGURE 2: PROSPECT & LEAD INVENTORY RANKING BASED ON OIP POTENTIAL (MOST LIKELY CASE, GROSS, UN-RISKED; 
MALASUGI FULL STRUCTURE) 
 

THE OPPORTUNITY 

Nido is seeking a strategic partner to participate in exploring the NW Palawan acreage for the following reasons: 

1. To provide deep-water exploration and development expertise, and 
2. To accelerate realization of the basin-scale, multi-well drilling opportunities. 

Nido is offering a significant working interest position in, and where possible, operatorship of, SC-54, SC-58 and SC-
63.  The shelfal area of SC-54 (where water depths are less than 120m), is specifically excluded from the asset package. 

Nido’s 2006 and 2007 seismic programs have been directed at acquiring regional 2-D across the basin with 3-D in-fill 
over the most prospective areas to mature prospects for ranking purposes and to assist with drilling sequence 
optimisation.  Therefore, Nido already has 3-D seismic coverage over its prime drilling candidates.  Nido’s forward 
strategy is to execute a multi-well drilling program of prospects selected from the top 20 over the next three to five 
years.  This program will be further developed in conjunction with the successful strategic partner.  Most of the 
preferred drilling candidates have at least one carbonate and one clastic reservoir objective, with some candidates 
having more than two objectives.  Thus, a single well can test multiple play types, increasing the possibility of success. 

Nido intends to retain a minority working interest in the basin in order to participate in the forward exploration 
programme and the success that we believe will result from the upcoming drilling program.  Nido’s share of net 
revenue from the Galoc field will allow Nido to participate in drilling many, if not all, of its top 20 prospects over the 
next five years. 



 

 

INVITATION TO PARTICIPATE 

Nido is seeking a strategic partner to participate in the exploration and development of its prospect and lead portfolio 
in the NW Palawan Basin.  Nido requests all interested parties submit an Expression of Interest to arrive at Nido’s 
offices in Perth no later than the close of business on Friday June 6, 2008.  At a minimum, the Expressions of Interest 
should state the following: 

1. That the interested party has the financial and operational capability to execute a deep water drilling and 
development program; and 

2. That the interested party is willing to enter into a confidentiality agreement with Nido in order to receive a 
full Information Memorandum on the asset package and to gain access to the Data Room. 
 

Nido will advise interested parties whether they have been selected to participate in the farm-out process by no later 
than June 30, 2008, at which time Nido will provide an Information Memorandum, giving further details of the 
forward process and timetable. 
 
INDICATIVE TIMETABLE 

Executive Summary Issued May 6, 2008 
Deadline for Submission of Expressions of Interest June 6, 2008 
Notification to Selected Parties and Issue of Information Memorandum June 30, 2008 

 

Expressions of Interest should be submitted by fax or registered mail to either: 

Andrew Francis 
Head of Commercial 
 
Level 3/1 Preston Street  
Como WA 6152 
Australia 

Jon Pattillo 
Head of Exploration 
 
Email:  exploration@nido.com.au 
Tel: +61 8 9474 0000 
Fax: +61 8 9474 0099 

 



 

 

North West Palawan Basin 

HIGHLY PROSPECTIVE & UNDER EXPLORED 

The Philippines has numerous sedimentary basins and the most prospective is the NW Palawan Basin.  The NW 
Palawan Basin has all the necessary ingredients for significant oil and gas accumulations.  In the past 30 years, 
numerous oil and gas discoveries have been made which traverse the entire length of the NW Palawan Basin (Figure 
3).  The fact that these discoveries have been made in various geological play types, with a high level of exploratory 
success vindicates this view. 

FIGURE 3: SIGNIFICANT DISCOVERIES IN THE NW PALAWAN BASIN 

There has been very little exploration 
drilling in the NW Palawan Basin over the 
past two decades and thus the basin remains 
relatively under-explored.  Early exploration 
efforts focused on shallow water pinnacle 
reefs with progressive stepping out into 
deeper waters.  This resulted in the 
Princessa and Enterprise wells being drilled 
and of course the large Camago-Malampaya 
discovery.  In 1981, the Galoc field was also 
discovered.  At the time Galoc was regarded 
as an anomaly because it was the first clastic 
discovery in the basin.  

Given the distribution of previous 
discoveries with one large 535 million 
barrels of oil equivalent (“MMboe”) 
discovery at Camago-Malampaya and 
numerous sub-25 MMboe discoveries it is 
safe to assume that a large degree of 
exploration potential exists within the size 
vacuum created between these two ends of 
the spectrum, in the shallow-to-medium 
water depths.  However, the deeper water is 
a different proposition and contains some 
even larger structures.  
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Nido has invested a decade of work to compile a very comprehensive database of wells in the basin and has 
incorporated this well data into the recently acquired seismic data set.  Nido’s level of understanding of the subsurface 
is continuously improving, and with the interpretation of recently conducted seismic surveys it will take another leap 
forward.  As a result, there is now ample data available to demonstrate the prospectivity of the basin.  It is anticipated 
that the results will show that existing resource estimates for the NW Palawan and for the Philippines as a whole, are 
conservative.  

The Philippines is now experiencing an exploration resurgence which has seen a host of major companies invest in 
the country.  These new entrants, like ExxonMobil, CNOOC Ltd, Petronas, Japex, Premier Oil, Kufpec, Salamander 
Petroleum, and Tap Oil now sit alongside the existing longer-term players like Shell, Chevron and Nido Petroleum.  
Having three of the largest IOCs in the world as active participants, combined with four other large NOCs, attests to 
the exploration potential of the Philippines. 

TECHNICAL OVERVIEW 

The NW Palawan Basin, offshore Philippines, evolved as part of the South China Sea rift system in the Cretaceous, 
developing both carbonate and clastic plays during the Miocene.  In the NW Palawan area, numerous discoveries and 
field developments have proven four distinct reservoir horizons to have fair-to-excellent reservoir potential.  They are 
the Upper Oligocene to Lower Miocene Nido Limestone consisting of reefal, platform and turbiditic carbonates, the 
Lower Miocene turbiditic sands of the Galoc Clastic Unit, the Middle Miocene sandstones and the Eocene 
sandstones.  The NW Palawan oils have gravities ranging from 27 to 54 degree API.  Geochemical analyses of 
recovered oils in the NW Palawan area indicate there are three major oil groups, suggesting at least three source rocks 
that are thermally mature and known to be oil and gas generative as tested through many discoveries.  These factors 
combined with effective seals and migration pathways have yielded high exploratory success rates that now need 
further exploration evaluation. 

The Pagasa Turbidite play is particularly interesting as it has already been confirmed by the Galoc discovery in SC-54 
and Kikeh in Malaysia (444 MMbbls recoverable oil) as well as several other discoveries further south in Malaysia.  In 
combination, these could represent a major fairway.  Internationally, the turbidite play is a prolific producer in several 
of the most important hydrocarbon producing basins in the world with an estimated reserve potential of over 55 
billion barrels of oil.  Should this play realise further discoveries in the NW Palawan, it would significantly upgrade the 
prospectivity of the entire basin. 

PALAWAN BASIN PLAY TYPES 

The NW Palawan Basin, like all good petroleum producing systems, has numerous proven petroleum play types that 
have all yielded discoveries in the basin: 

1. Pinnacle Reefs 
Historically, the Nido Reef plays in less than 100 metres of water has been the main play targeted by exploration 
companies.  To date, the reef play has yielded modest reserve sizes with high exploration success rates and a 
large number of small reefs remain un-drilled.  There are also several undeveloped fields that may now be 
economic based on high oil prices and improved development technologies. 



 

 

Nido’s technical studies indicate that the Nido reef play is not limited to the shallow water areas of the NW 
Palawan margin but extends into the deeper water areas of the exploration portfolio where the potential exists 
for larger accumulations. 

2. Platform Carbonates 
Nido Reef/Platforms in both moderate water depths (100-300 metres) and deep water (300-1,300 metres).  The 
potential reserve size is considered moderate-to-large with exploration risk considered moderate especially in the 
light of existing discoveries on this play type.  

3. Clastic Turbidites 
Miocene Turbidite plays in both moderate water depths (100-300 metres) and deep water (300-1,300 metres).  
The potential reserve size is considered moderate-to-large with exploration risk considered moderate.  The 
development of Galoc as well as the big discoveries further south in Brunei and Malaysia will focus considerable 
attention on this play type. 

4. Thrust Plays 
These are tertiary thrust sheets that are evident over the basin and proven by the Aboabo gas discovery. 

There are other plays which are predominantly untested and include Pre-rift, Synrift and shallow Miocene channel 
plays; however at this stage we feel these are more late cycle exploration plays. 

HISTORICAL SUCCESS RATES IN THE PALAWAN BASIN 

A total of 128 wells (comprising of 96 exploration, 24 development, and eight appraisal wells), have been drilled in the 
Palawan Basin.  Ninety seven of the 128 wells were drilled in the NW Palawan Basin.  Twenty-one were discoveries 
and six fields were developed for commercial production.  All in all, 12 exploratory wells were drilled in the deep 
water areas of the NW Palawan Basin.  Of these, eight were hydrocarbon discoveries and four were dry, resulting in a 
very high success ratio of 67%.  The limited drilling activity effectively means that the basin is relatively under-
explored, and may yet contain many more significant discoveries.   

Over 30 wells (>50% of exploration wells) tested in excess of 1,000 barrels of oil per day or 1 million cubic feet of gas 
per day with several wells testing in excess of 20,000 barrels of oil per day. 

INCREASING UNDERSTANDING - EXTENSIVE SEISMIC ACQUISITION PROGRAM 

Nido’s understanding of the basin has been recently augmented by several large scale seismic surveys which include 
both regional 2-D; and 3-D seismic covering the more advanced project areas.   

VINTAGE PERMIT TYPE COVERAGE 
2006 SC-58 2-D 3,722 km 
2006 SC-54 2-D 504 km 
2006 SC-54 3-D 646 km2 
2007 SC-58 2-D 2,350 km 
2007 SC-58 3-D 661 km2 
2007 SC-54 3-D 180 km2 
2007 SC-63 2-D 3,285 km 
2008 SC-54 3-D 18 km2 (Signal Head) 

TABLE 2: NIDO’S PALAWAN BASIN SEISMIC ACQUISITION PROGRAMMES 



 

 

    
FIGURE 4: NIDO’S PALAWAN BASIN SEISMIC ACQUISITION PROGRAMS 



 

 

The initial results from the integration of this seismic data with the existing well data has provided a very encouraging 
exploration assessment of the area.  A 2006 regional 2-D seismic shoot over SC-54 and SC-58 and a 3-D shoot in the 
central sections of SC-54 verified a multitude of previously identified prospects and leads and led to the identification 
of numerous others. 

This was followed up by a 2,350 km 2-D seismic shoot over SC-58 and two additional 3-D shoots over the areas of 
immediate drilling focus in SC-54 and SC-58.  PNOC-EC recently completed a 3,285 km regional seismic survey over 
SC-63.  This represents the first opportunity to closely examine the prospectivity of SC-63 using modern seismic. 



 

 

Service Contract 54 

PARTICIPANTS  SEISMIC COVERAGE 

Nido Petroleum  60% YEAR PERMIT TYPE COVERAGE 
Yilgarn Pet Phil Pty Ltd * 40% 2006 SC-54 2-D 504 km 
OPERATOR Nido Petroleum  2006 SC-54 3-D 646 km2 
GROSS ACREAGE 3.040 km2 2007 SC-54 3-D 180 km2 
IDENTIFIED OIIP 2,368 MMbbls 2008 SC-54 3-D 18 km2 (Signal Head) 

*Yilgarn Petroleum Philippines Pty Ltd is a subsidiary of Kairiki Energy Limited 

SC-54 covers some 3,040 km2 and is located on trend with Shell’s 535 MMboe Camago-Malampaya producing oil and 
gas field.  SC-54 is in moderate water depths and reasonably well understood from a geological point of view, due to 
the proximity of a number of wells and a large producing field.  In order to advance exploration in SC-54, Nido 
sought to better understand the reasons for previous well failures and commissioned a detailed independent analysis 
of the permit.  SC-54 contained 14 wells which provided good reference points to better understand the geology.  
Once again this data has been integrated into the new seismic to help further refine the understanding of the area.  It 
is important to note that almost all wells had some indications of hydrocarbons. 



 

 

SC-54 and the general surrounding areas have been where most of the Palawan exploration emphasis has been 
historically focused.  Nido currently operates SC-54 which contains some of the more mature prospects and leads 
identified to date. 

Thus far 2,368 MMbbls of oil-in-place has been identified in the Most Likely Case, with a Minimum Case of 897 
MMbbls and a Maximum Case of 5,489 MMbbls (deterministic basis).  After taking into account Nido’s 60% working 
interest, this results in a net oil-in-place range of 538-3,293 MMbbls with a Most Likely Case of 1,421 MMbbls (Table 
3). 
 

PROSPECT/ 
LEAD 

PLAY 
TYPE(1) 

WATER 
DEPTH 

AREA 
(km2) PHASE 

NIDO 
EQUITY 

OIIP (MMbbls) 
MIN 

CASE 
ML  

CASE 
MAX 
CASE 

Gindara (Coron North) EMCP_S 338 11.0 Oil 60% 258 547 986 
Lapu Lapu (Coron West)      204 540 1,349 
 - Turbidite LMC_ST 412 40.0 Oil 60% 118 357 1,019 

 - Carbonate EMCP_S 375 7.4 Oil 60% 86 183 330 

Princesa LMC_ST 800 38.6 Oil 60% 114 398 1,028 
Untitled 39 EMCP_S 1,275 14.8 Oil 60% 113 318 826 
Hito (Lobe C Strat) LMC_ST 600 14.4 Oil 60% 59 178 509 
Tilapya LMC_ST 800 15.0 Oil 60% 25 117 211 
Pagi (Princesa East) EMCP_S 800 2.2 Oil 60% 49 97 175 
Pagi Turbidite Structural LMC_S 450 14.4 Oil 60% 40 80 160 
Untitled 40 EMCP_S 750 4.2 Oil 60% 18 52 134 
Others (x6) EMCP_S 650 3.5 Oil 60% 16 42 110 
    GROSS OIIP 896 2,368 5,489 
    NIDO NET OIIP 538 1,421 3,293 

TABLE 3: SC-54 PROSPECT & LEAD SUMMARY 
Note: (1) EMR_ST: Early Miocene Reef (Stratigraphic); EMCP_S: Early Miocene Carbonate Platform (Structural); LMC_ST: Late Miocene Clastic 

(Stratigraphic); LMC_S: Late Miocene Clastic (Structural) 

SC-54 contains many major targets in water depths which are not considered challenging to today’s industry given 
technological advances.  Nido has an excellent geological understanding of SC-54 given the large number of adjacent 
data control points, and believes that the highest ranking prospects offer an excellent chance of success. 

 



 

 

Service Contract 58 

PARTICIPANTS  SEISMIC COVERAGE 

Nido Petroleum  50% YEAR PERMIT TYPE COVERAGE 
PNOC-EC 50% 2006 SC-58 2-D 3,722 km 
OPERATOR Nido Petroleum  2007 SC-58 2-D 2,350 km 
GROSS ACREAGE 13,440 km2 2007 SC-58 3-D 661 km2 
IDENTIFIED OIIP 8,742 MMbbls     

SC-58 covers some 13,440 km2 and is 
contiguous to Nido’s SC-54 acreage.  SC-
58 is a deep water block with most project 
areas lying in water depths in excess of 
1,000 metres but typically not greater than 
1,200 metres.  To date, most of the 
exploration focus in SC-58 has been 
undertaken in the shallowest part of the 
block which happens to coincide with 
where the nearest well control points are in 
the adjoining service contract.  There have 
been no wells drilled in the block but it is 
believed that these areas are highly 
prospective offering conventional Nido 
Limestone drilling targets as well as 
providing access to a major part of the 
basin’s Miocene Pagasa Turbidite play 
fairway.   

Since the 1980s, SC-58 was effectively 
ignored by explorers due to the water 
depths and generally poor seismic data 
quality.  The newly acquired seismic data 
has seen a massive improvement in quality.  
High oil prices and improved technology 
have combined to make this deep water 
area much more attractive as an 
exploration objective than when it was last 
examined.   

SC-58 has been divided into four key areas 
where the 3-D seismic has been focused.  
These areas are known as: Malasugi, 
Balyena, Butanding, and Dorado.   



 

 

Thus far 8,742 MMbbls of oil-in-place has been identified in the Most Likely Case, with a Minimum Case of 2,841 
MMbbls and a Maximum Case of 21,140 MMbbls (deterministic basis).  After taking into account Nido’s 50% 
working interest, this results in a net oil-in-place range of 1,421-10,570 MMbbls with a Most Likely Case of 4,371 
MMbbls (Table 4).   

PROSPECT/ 
LEAD 

PLAY 
TYPE(1) 

WATER 
DEPTH 

AREA 
(km2) PHASE 

NIDO 
EQUITY 

OIIP (MMbbls) 
MIN 

CASE 
ML  

CASE 
MAX 
CASE 

Malasugi (full structure) EMR_ST 675 104.0 Oil 50% 911 2,747 5,887 
Balyena      817 2,702 6,994 
 - Turbidite LMC_S 1,414 199.0 Oil 50% 586 2,050 5,300 

 - Carbonate EMCP_S 1,413 79.0 Oil 50% 231 652 1,694 

Butanding      406 1,199 3,110 
 - Carbonate EMCP_S 1,000 50.2 Oil 50% 330 932 2,422 

 - Turbidite LMC_S 975 23.5 Oil 50% 76 266 688 

Dorado      315 904 2,347 
 - Carbonate EMCP_S 1,100 50.5 Oil 50% 295 834 2,166 

 - Turbidite LMC_S 1,100 17.0 Oil 50% 20 70 181 

Dorado North      86 266 689 
 - Carbonate EMCP_S 1,387 13.7 Oil 50% 50 141 367 

 - Turbidite LMC_S 1,400 34.5 Oil 50% 36 124 322 

Butanding East      40 133 306 
 - Carbonate EMCP_S 937 10.9 Oil 50% 17 52 98 

 - Turbidite LMC_S 1,012 11.5 Oil 50% 23 80 208 

Bangondon (Toe Thrust) EMCP_S 1,050 17.5 Oil 50% 51 145 376 
Tuyo (Talusi 3) EMR_ST 1,275 6.7 Oil 50% 37 115 216 
Muog (Southern Horst) EMCP_S 997 14.6 Oil 50% 32 90 235 
Butanding North EMCP_S 1,000 12.0 Oil 50% 28 79 206 
Bugsi (U65) EMCP_S 1,050 6.7 Oil 50% 22 69 128 
Balyena East EMCP_S 1,413 18.5 Oil 50% 22 61 159 
Dorado West (U46) EMR_ST 1,275 6.2 Oil 50% 16 51 96 
Dorado South (U45) EMR_ST 1,125 2.3 Oil 50% 15 47 89 
Butanding West EMCP_S 1,200 14.6 Oil 50% 16 45 116 
Dangit (Talusi 6) EMCP_S 1,387 7.2 Oil 50% 11 35 65 
Dahunan EMCP_S 937 5.0 Oil 50% 11 31 80 
Milipili (U52) EMR_ST 675 3.2 Oil 50% 7 22 42 
    GROSS OIIP 2,841 8,742 21,140 
    NIDO NET OIIP 1,421 4,371 10,570 

TABLE 4: SC-58 PROSPECT & LEADS SUMMARY 
Note: (1) EMR_ST: Early Miocene Reef (Stratigraphic); EMCP_S: Early Miocene Carbonate Platform (Structural); LMC_ST: Late Miocene Clastic 

(Stratigraphic); LMC_S: Late Miocene Clastic (Structural) 

The deeper waters of SC-58 could potentially host several billion barrel accumulations.  Interestingly, there are several 
opportunities to test several targets with a single well-bore, which should increase the possibility of success over the 



 

 

course of a drilling campaign.  Given the magnitude of the identified prospects and leads, SC-58 represents a high-
impact exploration opportunity not just for Nido, but for any oil and gas company in the world.   



 

 

Service Contract 63 

PARTICIPANTS  SEISMIC COVERAGE 

Nido Petroleum  50% YEAR PERMIT TYPE COVERAGE 
PNOC-EC 50% 2007 SC-63 2-D 3,285 km 
OPERATOR PNOC-EC      
GROSS ACREAGE 10,560 km2     
IDENTIFIED OIIP 512 MMbbls     

SC-63 (10,560 km2) is contiguous 
with Nido’s existing acreage 
position, and represents an 
extension of the Miocene Pagasa 
Turbidite play fairway in the 
south of the basin.  SC-63 
contains several gas discoveries; 
however exploration is still very 
immature and this area is 
regarded as being at a very early 
stage of the exploration cycle.  It 
appears the contract area can be 
divided into two different 
geological settings.  The north is 
similar to, and an extension of, 
the geology in SC-54 and SC-58; 
while the south is unlike the rest 
of the Palawan Basin and appears 
to be more representative of the 
geology of Brunei and Malaysia.  
This represents a particularly 
exciting opportunity considering 
the large discoveries made in 
these areas in recent years.  At 
this stage there has been little 
work done on generating 
prospects and leads in SC-63 as 
the new seismic program has only 
recently been completed.   

The exploration wells drilled to date have hugged the coastline and sit in relatively shallow water depths of up to 150 
feet.  Most of these wells were drilled more than two decades ago.  Early exploration efforts in this area targeted the 
Middle Miocene Nido Reef play.  Several wells drilled in SC-63 did encounter hydrocarbons and perhaps the most 
significant result was the Aboabo A-1X gas discovery made by Phillips Petroleum in 1980. 



 

 

The Aboabo A-1X exploration well was drilled in water depths of around 125 feet to test a shelf edge Middle 
Miocene reef play.  The prospect was drilled after encouragement from the Champlin Penecosa well which had oil 
shows from a down dip tight Middle Miocene sandstone section.  The secondary objectives were the Middle to Lower 
Miocene sands in thrust folds below the main seismic anomaly.  The primary objective was quite large and at a 
reasonably shallow depth of around 5,000 feet.  The original total depth of the well was 6,500 feet but, due to the 
presence of gas shows, the well was progressively deepened until it was prematurely terminated at 12,378 feet due to 
drilling problems. 

Aboabo A-1X had promising sandstone development with numerous hydrocarbon indications.  One sandstone unit is 
estimated to have had a calculated flow rate potential of 50 million cubic feet of gas per day.  From an exploration 
perspective the fact that there is a gas generating system with some sort of closure is particularly encouraging and this 
section should be of interest in any future exploration activity.  The Aboabo gas discovery represents a potentially 
very significant extension of the prospectivity of the Palawan hydrocarbon fairway towards the south and in the 
direction of the huge new oil fields discovered offshore northern Sabah. 

The Aboabo A-1X well did not encounter the reef play it was expecting; hence this well has not downgraded the 
potential for reefs in this area to contain hydrocarbons.  The gas encountered in the sandstone units provides 
encouragement to locate thicker better developed sands and generate robust gas exploration targets.  Nido is 
confident that the recently acquired seismic will reveal some interesting plays, and the infill seismic over the Aboabo 
gas discovery may prove-up an exciting appraisal opportunity.  Early indications are that there is a very large deeper 
structure in the section which, combined with the highly encouraging results from the shallow section, makes for an 
interesting future exploration opportunity. 

Thus far 512 MMbbls of oil-in-place has been identified in the Most Likely Case, with a Minimum Case of 181 
MMbbls and a Maximum Case of 1,330 MMbbls (deterministic basis).  After taking into account Nido’s 50% working 
interest, this results in a net oil-in-place range of 91-665 MMbbls with a Most Likely Case of 256 MMbbls (Table 5).  

Presently Nido has not attempted to make an assessment of potential gas in place volumes for the shallow gas zones 
identified in the Aboabo-1 well until a full review of the seismic data has been completed.  
 

PROSPECT/ 
LEAD 

PLAY 
TYPE(1) 

WATER 
DEPTH 

AREA 
(km2) PHASE 

NIDO 
EQUITY 

OIIP (MMbbls) 
MIN 

CASE 
ML  

CASE 
MAX 
CASE 

Aboabo Deep South EMCP_S 100 16.0 Oil/Gas 50% 91 256 666 
Aboabo Deep North EMCP_S 100 20.0 Oil/Gas 50% 60 171 444 
Aboabo Deep EMCP_S 100 15.0 Oil/Gas 50% 30 85 220 
    GROSS OIIP 181 512 1,330 
    NIDO NET OIIP 91 256 665 

TABLE 5: SC-63 PROSPECT & LEADS SUMMARY 
Note: (1) EMR_ST: Early Miocene Reef (Stratigraphic); EMCP_S: Early Miocene Carbonate Platform (Structural); LMC_ST: Late Miocene Clastic 

(Stratigraphic); LMC_S: Late Miocene Clastic (Structural) 

Nido believes that SC-63 will confirm an extension of the prospectivity of SC-58 and SC-54, and will generate 
numerous drilling targets.  At this stage it must be highlighted that SC-63 is still at a very early stage of evaluation, and 
there are a number of additional identified leads which warrant further examination.  Nido will provide an update on 
the SC-63 seismic interpretation when it is finalised over the coming months. 



 

 

Philippine Fiscal Arrangements 

The Philippines currently imports more than half of its of total energy consumption requirements.  The country has a 
large population base of 91 million people (July 2007 est.) and has experienced strong GDP growth of around 5% per 
annum over the past few years, with record growth (7.3%) in 2007.  This has translated into strong growth in energy 
demand.  Economic growth is now being curtailed by a shortfall of domestic energy supply.  At present budget 
allocations are diverted towards securing oil and coal imports (at increasingly higher prices) rather than towards 
needed infrastructure and social projects. 

Despite its tremendous hydrocarbon potential, the Philippines is unable to satisfy its primary energy needs from its 
indigenous energy sources due to the historic lack of a domestic oil and gas exploration caused by political unrest in 
the 1980s and 90s.  In an attempt to reach its stated goal of 60% energy self-sufficiency by 2010, the Philippines has 
taken significant strides to reform its economy which include the introduction of foreign investment incentives and 
the deregulation of its energy sector.   

Normally, exploration territories offering attractive geological potential impose harsh terms on contracting 
participants, and vice versa.  The Philippines is unique in this sense.  In response to its domestic energy shortfall the 
Philippines constructed a stable and attractive fiscal arrangement for oil & gas exploration, development and 
production activities, in order to attract foreign capital to re-energise the sector and fast-track exploration efforts.  
The Philippine Government adopted the current Service Contract System in 1973 with the enactment of Presidential 
Decree No. 87, better known as the “Oil Exploration and Development Act of 1972”.  In the Philippines, the 
Government alternately refers to their contractual arrangement as either a Service Contract or a PSC.  

 
FIGURE 5: TYPICAL PHILIPPINE SERVICE CONTRACT TERMS 



 

 

The Philippines Service Contract arrangement embodies a number of attractive elements: 

1. No royalty obligations; 
2. Filipino participation incentive allowance; 
3. Attractive cost recovery rules; 
4. Duty-free importation of materials and equipment; 
5. Accelerated depreciation; 
6. Ringfencing exceptions; and 
7. No government participation through back-in. 

In combination, these elements result in the Philippines having the most attractive oil & gas fiscal regime in Asia 
(Figure 5).   

A 2004 Supreme Court ruling affirming the right of foreign-owned companies to explore for and develop oil and gas 
resources in the Philippines proved to be the catalyst for renewed exploration investment.  This has resulted in 22 
Service Contracts being awarded since 2004.  New market entrants include many recognisable NOCs and IOCs. 

By recognising the geologic promise of the Philippines and the NW Palawan Basin in particular (believed to be the 
most prospective in all of the Philippines1), Nido was able to achieve first-mover advantage and secure an extensive 
acreage position spanning the length of the basin.  

 

                                                            
1 Philippine Petroleum Resources Assessment Project 


