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** Newsletter is one of the important projects under the pillar
APEC Oil and Gas Security Network (OGSN);

OBIJECTIVE:

**Generally, aims to report on the development of oil and gas
security initiatives in the APEC region;

**The coverage was expanded to include
global oil and gas issues;

**The APERC Secretariat monitors the
development by initially establishing a
network within the region;

s* Published every other month.
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APERC's President Message

ecoming 3 popular fueli
upphy mix profile of most Economi

Mr. Takato QUMY iz the Presidant of Asix
Pacific Enargy Resanreh Cantra {APER().
He sarved varbus imparmntpasts i

Jzpan’s Minstry of Enagy, Trade and in-
dustry.

Ha has had o bt of international wor
axpariances insuch ganizmtions as OFD,
Trade Directomts and os o diglomet at the
Jmpaness Delegation to the OECD in Pars.
Ha also servedas APEC Sanior Officis! rapre-
santing Japan.
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CRUDE OILSPOT PRICE

But more important than the new:

have built and ouw

WTI—USD 63.82 [Dec. 12)
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Key Points of the Discussions at the Second Meeting of
the Multilateral Joint Study Group on LNG

On 5 September 2014, the secand mesting of the Multiateral Joint
Study Group on LNG was held in Tokyo. The Study Graup was ezblished
following 2 proposal and zgreement during the Second LNG Producer-
Consumar Conferanca held in Septamber last year. The purpass of the
Study Group is ta invite renowned expens from around the gobe o dis-
cuss the various issuss of the LNG markat induding possible maasures to
achieve sound mariet development.

slanca. The re-
mendations an
States and the

In the meeting, higher LNG price 2nd its impact on demand were

ry of Economy; * :
ety Resarch discussed particularly on cast competitivensss agsinst other Energy re-
delvered the sources, which might suppress the growth in demand. Wembers of the
s \mote speech- Study Group had expressed varied opinions on the xle of impact. if
nd the Execu “diversfication of risk by diversifing energy supply structure” will be re-

garded asthe basis of energy security, limited us ofnaturd gas could be
2n opportunity 0ss for APEC economies to improve their 2nerzy susply
security. Natural gas is said to have an advantage in terms of lowest car-
bon footprint among the fossil fusls, and thus its urlizstion is one of the
wizys 1o rezlize 2 low carbon sodety. However, since higher price may
prejudics the efforts to promote and expand the us of LNG, its prics
must be therefore & 2n affordable level to consumers. On the other

ince composed
zndysts from
ons, 25 well 25
nscoveringthe
16 Market and

hand, the LNG supply chain would requirs hugs capital and frext pags]

Varied and Evolving Concept of Natural
Gas Security

Energy sseurity has been an important poii
cy ogenda in many APEC economies Whie
il supply seeurity was a eritieat issue for
many imperti
15705, the recent development seems to

economies especiallyin the

alsa focus an natural gas security.

The concapt of namral gas security differs

significantly,
gy challeng:

epending on the specific ener-

stance impos
supply stability ot affardabie price, while
exporters call for security of demand to

ay gas export fiow at o price that
would not only encourage new investments,

rs concern about physical

havea st

economy. On hand, 10 years ago,
xpected massive gas imports to
domestic demand. However, with

the shale gas revolurion,
transforming into a net

e economy s
exparter ofnatural

gus, and therefore security of natural gos
supply is not a pressing issu any m
stead, the U.5. natural gas palicy may be

mare demand-security riented, especially
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in the situation w!
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of the U.S. LNG is undemmined by higher

Henry Hub and lower cnude ail prices

These two examp ops exmreme.

However, it might be useful for policy mak-

ers ta understand the uaried and evaluing

a

concept of natural gas security.
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with them, hod fun memaries: wands ful goff fel s, deep sensus.
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Charge, sddressed the oll & gas resources in many diferent ways,
25, manitoring the supply & demand issues and prices. re partic
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was nothard too. ASEAN hasto work panstakingly slow but sure and thru con-

APERC—When will APSA be implemented? Isthere anything more you wish to
do for the ASCOPE? Would you consider the implementztion of APSA your best

ncept of APSAwarks inherently in ASEAN a5 this have been

testad several times befre when ASEAN faced oil crisis. The ASEAN culture of
sharing axists thru bilzsters talks 2nd cooperation.

Yart 1 of APERC Secretariat’s interview with Mr. Bala
syour term when APSAwas conceptuslized? Who initisted
conceptudization of APSA, were there 2ny dissgreements
rovisions of APSA?

tomake itto be = resl g pe genc
ruption or arisis. This manual will st the rule or guide on who doeswhat, when,
how, with whom, 2t what costs during time of crisis.

1386 in Manilz, Philippines, the ASEAN Member Countries
roleum Security Agreement [APSA]. This agreement was

APSA is an ASEAN instrument. An ASEAN tool of cooperation during emergency.

While APSA technically needsto have the APSAoperational manual

uidelines

il dis-

Itis an ingrument of cooperation that is uniquely ASEAN, in character & spirit

7, during the 17th AMEM in Bangkak Thailand had tasked
Fatroleum (A5COPE) to review the provisions of APSA

ASCOPE was only 2 cooparsting ASEAN body to da its share in the conduct of

review and implemtation of APSA, ASCOPE being anexpert body on oil & g2s

. the ASEAN Members States signed the revissd APSAIn mateer.

In ASEAN, worksis done on 2 collectively & conssnsus ways,

nsultz-

years undar review undenvent various changes,

proaches, strateges & language use. Itwas not easy asit APSA IS

ternaton:

work of ASEAN. But of courss, with the help &
partnarslike [EA, APERC, atc.. [To be continued)
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Positive and Negative Impacts of Rapid Oil Price Drops

Crude ail p
Koyama, Chief Economist and Managing Director of the Institute of Energy
Economics, Japan (IEE)) made 2n znalysis on the rapid oil price drops in his
article for the Decamber 2014 issue of IEEN's Spacial Bulletin: A Japanes Per-
spective on the Internationzl Energy Landscape [198) entitied “Positive and
Negative Impacts of Rapid Oil Price Drops”. The following is an excerpt from
this article

= have been declining since mid of last year. Dr. Ken

He mentioned that oil prices are unlikely to turn upward unless 1)
OPEC [the Organization of the Petroleum Exporting Countries) decides on an
emergency production cut in response to an excassive price fall; 2) excassive
oil price drops cause socizl and economic destzbilizztion in major oil produc-
ing countries to disrupt oil supply; or 3) an unexpected accidents or geopolit-
cal risks bring about oil supply disruptions.

He indicated in his analysis that the postive impacts of the oil price
drop include those on the world economy. Gil price drops
transfer from oil producing countries to consuming countries with higher pro-

use 2n income

pensity to consume, becoming a factor to invigorate the world economy. In
oil consuming countries, oil price drops bring about 2n increase in disposable
income to raise consumption [from levels under higher oil prices). In Japan
and other countries that are heavily dependent on oil imports, positive im-
pacts will be more remarkable.

However, there are also clearly negatives impacts on some areas and
he mentioned them zs follows. Frst, weakening oil prices will serously affect
ail producing countries [net il exporter) that heavily dependent on il reve-
nue and lack economic capability to resist low oil price. Second, weak oil pric-
25 will deteriorste companies and industries involved in the oil gas upstream
sector, exerting adverse economic effects. Third, weak oil prices will exert

negstive impacts on oil and gas investment plans and future production ca-

pacityin line with such impacts on the oil/gas upstream =ctar. [next page)
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The Malampaya Gas Plaom OfF.

shora of Palawan

Discovered In 1992 and Insu
gurated In October 16, 2001 The
Malampsys Deep Water Gas-to-Power
Project supplies gas to fusl the Philp.
pines thres combined cycle gas tur
bine (CCGT) power piants wath & com.
ity of 2,760 MW, compris-

bined ca

Middle East Update

Mr. Bl tagether with APERC PresidentuAr
Ofmicuring the 15T 01 G Gos Securty Fo-
sum, Apr 2013 in Tokyo.

“To President Takato
Ojimi thanks for your
inspiring leadership
and for being a wine
(label) lover & con-
noisseur.”

The instability of the Middie Esst =nd North America (MENA)
region has been expanding. It is not only the ISIS atrodity originating in
Irzq and Syria that is most worrying, The surge of the militart groups in
Libya, the takeover of the capitd by one of the rebel groups in Yemen
znd the brutal advancement of radical extremists in Nigeria could all
pose = threat to the stable energy supply to 2ny sconomy. It's not only
becaus these countries are energy producers, but 2lso these inddents
2r2 inspiring radi

What the Charlie Hebda incident in Paris has shown ta usis that
radicd extremism is not confined to the region whers violencs is svident
znymore. The thret can be transmitt=d to the other parts of the world
undetectd through “returnees” from the batdefislds or “lone wolves”
who are incited by the radical ideology propagated with films and dtate-
ments spread by extremists. Although energy supply has not been di-
rectly sffected by thes terroriss so far, each government should be
even more prepared today for 2ny kind of escalation that could lead to

Iraq Petroleum Infrastructure
. Iraa has the fifth lareest oroved crude oil

energy supply disruption. Such cases may indlude attacks against ol an

extremistsin many different countries.

Interview with Mr. Bala.... (from page 3)

M1, Bala—None. We experienced various kind of threzt but those threst
bacame manageble. The fiecs of the Middle Esst gsopoiitcal crisss im-
pact onthe supply & prices Insabilty inthe ragion but aur internal macha-
nismsworks

APERC— Az APSA iz not yet baing implementad, when you wers confronted
with thess thrats, how d1d you 2ddre < the supply (er potentisl) disruption?
Please explain brisfly. Doss ASCOPE or that membsr country in partcular
have 2ny ail and g2 supply cantingency plan in place? If yes, would you
mind describing briefly the pointsof the cantingency pian?

Mr, Bala-The bilateral & multistersl aangements bebween and amongst
ASEAN Mamber Sistes are opersting quistly wel

alin qualificat
APERC—We sppreciate very much your participation and being one of our
Sxparts duringthe conduct of the APEC Gil and Gas Secuity Bxarcises (OGSE)
in 2012 (1st and 2nd forum, Bangkok and Jakarta Bxercises]. What is your
imprassion sbout the OPEC OGSE? Do you think the scerdizas we had in

r1q pavsaless infamirsciine
s TURKEY

ARABIA

Ukraine’s Energy Security....(from page 6)

duced around Donetsk in

staady state, therefors, t 2 unclear when the cosl =

ack of cosl has & substantisl Impact on the oper

it is unessy to dramatically increase the Import volume in s

coakirad power genaration with gas
b shape 1 tarms of capacity, Howewer,
tof gas import,

burden on the payn

upply issue

plyis w

from Uiraine as well as

Interview with Mr. Bala.... (from page 4

Mr, Bala—Thanks APEC/APERC for the rare oppartunity and experiences and|
learning moments an OGSE

To President Tekato Gjimi thanks for your inspiring lesdership and for being 3
wina 1abal lover & connoisseur.

And Dx.Irie for being cool and supportie smart snd siert at sl tmes

Thanks 1o you all hardworking APERC people... Virang, Pak Anditya, Michzl,
and for sl the cherry blossom ssperiencas.

We hopa we can, meat, work, togsther again, in the future.

Editor’s Nare:

Bangkok and Jakarta were mpartant and usefl esp Southeast
Asian members in dealing with emergzncy stuation on oil and g2s? Do you
have any advice on how APERC can improve more to dispense the task that
the APEC Leaders/Ministers bestowed on us? Do you think we should con-
tinus this kind of exercise?

mr. on Ol
outstanding and xcsllant in substanced form. | haie learned s fot

Indasg, 1 have to congratulata Presdant Takato Ojimi and his key officials &
=tafffor making thz Initistue = gre st suzcass and making the ASEAN 2 bene
fielary of thess sxerciss

Deep Water-to-Gas Power Facility Shutdown

The Walamasya Deep Water-to-Ges Power Facity in Palawran, Ph

pines vill proceed with fts morthlang maimenznce shutdown in Mach
year despite the tight power supply situstionexpected in the summer of 2015.

The Malampays consortium led by Shell Philppines Exploration B,
{5PEx), Chevron Malampaya LLC, and the state-owned Phiippine National OI Co
~Exploration Corp. is sheduled to shut down the facity starting 18 March to 13
April 2015 (30 days) 25 part of the pre paration for the third phase of s expan-
sion program. One of mjor maintznance axtvites to be undertsien will be the

ratists in this ares has hindered the production and tranzportation of cosl.

There are no prospects for converging the independence movement to &
poly wil be normali=d.
the

Since 40% of slectricity supply (ss of 2012) in Ukraine depends on co
tion of electricity gn
tion, While Ukrane Is trying to manage to maintain its cosl supply by imports,

hort time be.

e is more serious

the govemment of Ukraine is #ming to
- gonerat h is another main
v, Nuclear power generation is rcog:

Jxpacted 10 incraase their energy self

| raise expectations on nuciear power

Jty cisis, Ukraine has fsunched » varisty

the opponiton, If Likraine wan
= 2 leadership i necessary o remove ex:

only Just begun, We wish that the
sople and other countries should take

Asla Gas Market Forum

With its gas supply Issue. Most of the cod umd for power gnaration in

...shutdown could
have adverse im-
pact on Luzon

grid’s power sup-
Ply.

coupling of the ssisting i new slatform, which
4 bales province (sbout Thour drive from Manila).

orreplicsted in
A2 | haue been sugssstng to APERC tha you
t99 in sther APEC Member Countriss.. perhaps on = difierent regon be-
cause APEC is composed of differert regions with difierent scanemies and
interest. And in here ve can learn & study the level of ensrey cooperstion
nesdad tossablish as smergncy prococol

duct this kind of sxereizms

We should undsrstand that ths could b very difierent from APSA.
APERC—Any happy moments during your term 5 Secretary In Charge? Any,
regrets?

Mr. Bala—In ASCOPE, memaries, friendships, fllowships, s0od relatons and
love, sound

In ASCOPE, happy maments are everywhere, anytime with everybacly

1 love ASCOPE, and | hope ASCOE loves.. me.. too! ha.ha. ha.

APERC—Any final words? [next page)

The as field, which is located 50 Klometers northwest of Palawan is-
land, has about 2.7 trilion cubic feet of naturdl gas reserves and 35 million bar-
rals of condensste found some 3,000 meters below se3 level. Off-takers from
the arathe Iijan and Frst Gas p ciites (Sta. Rita and San
Lorenzo) which hawe combinad total installed and dependabla capacits of
2,861 MW and 2760 MW, respectiely, 2bout ens-third of Luzon £nd's power
supply. The snutdown could have advers: impact on Luzan gid's pawer suply,
= wellzson the cost

‘The Philippine Department of Energy [PDOE) has made = request to the
Malampaya consortium for possible deferment of mai tenance schedule in oth-
er months. However, the consortium could not afford to move the montirlong
shutdown asthe schaduled maintenanca is tma-spediic, which is basd on com-
plation Smeline: ofthe gas platfom installation and othr seritis 3t tha feld
frexe poge)

dition

supply disup-
nue to form

: APEC econo-
:gona organi-
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lity which is
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nal oil storage
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Chinese Economy and Oil & Gas Market

During the National People’s Congress held in early March, the gov-
ernment announced that China aims to target a 7% GDP growth rate in 2015.
China enjoyed a high GDP growth rate of around 10% for over 20 years after
the economic stagnation in the early 1990s following the Tiananmen Square

lent. Factors, such as the struggling export industry affected by weak eco-

nomic situation of developed economies, however, slowed down China’s eco-

nomic growth at 7.4%

2014 (IMF, World Economic Outlook, October, 2014).

The 2015 goal that the National People’s Congress announced early this year

is even below the 2014 level

China is currently importing a large amount of oil and natural gas. It is

the second and ninth largest oil and natural gas importer of the world in
2012, respectively (IEA, Energy Balance 2014). The decline of energy demand
in China caused by the economic slowdown is believed to cause the decrease
of import volume affecting the global market. Currently, crude oil price is a
little less than $60 per barrel which is very low compared with the level that
prevailed for the past four years. In reaction to the low crude oil price, the

natural gas/LNG prices which were linked with that of the crude oil price are

also on the de

may become a factor that causes the continuing low ol prices and pos

some time to come.

2. A change in import volume of oil and natural gas in China
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setting-up their stockpiling systems. This fact

“Stal

and Gas Security Exercises (OGSE) by sending your experts. What is your impres-
si0n on the APEC-OGSE? Do you think the exercises we had in Bangkok and lakarta
were important and useful especially for the Southeast Asian members in dealing
with emergency situation on oil and ga57 Do you think we should continue this
type of exercise?

and commendabie initative for the|

Mr. Sadamori: OGSE was very well orgas
countries in Asia Pacific region to seriously consider energy security issues. | was
pleased to be included. Staff members who took part in the regionsl exercises gave
me a very positive reports about the outcomes. It was aiso a precious opportunity
for us to communicate with APEC countries, especially ASEAN member countries.
APERC: We appreciate very much IEA for assisting APEC/APERC in our efforts in
addressing possible oll and gas security emergency. As one of the people experi-
this area, do you have any advice on how APERC can improve more to

The chatenges that lrag & currently facey
VEned 10 DMEATS 10 115 security. The &

of ab prices
oy emong others.
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The Irdgi od mirésury

cover the

rp SCENano, Whkn

| work here

be pleased to suppor.

dispense the tasks that the APEC Leaders/Ministers bestowed on us?

Mr. Sadamori: We have to bear in mind that, as forecasted in IEA's World Energy
Outiook and other analysis, Asia Pacific region will be the center of energy demand
growth in decades to come. Countries in this region should improve emergency
response capacity through various types of cooperation.

APERC: Any happy moments while serving 85 Director of IEA? Any regrets?

Me. Sadamori: Ever since | worked with the IEA as a representative of Japan in
2008 and 09, | have wanted to have 3 chance to work in the IEA Secretariat. Past
two years have tumed out to be a ot better than expected. | feel very fortunate to

APERC: Any final advise?
Mr., Sadamori: Preparedness is the key. To be prepared we need good data, ans-
ytical capacity, well maintained response regime, and good communications. |

hope that APERC would support APEC countries in these functions, and IEA would

Security Forum

| The 2 APEC Oil and

Shirashima National Oil Stockpiling Base

Photo Courtesy of JOGMEC

sumption.
The stockpile of crude oil is also

Japan's system of preparation for any unex-

pected situation which would result to disrup-

tion of oil supply.

Caption story courtesy of Japan Oil, Gas and Met-

als Nationat Corporation (JOGMEC)

higaime O Storoce < i)

The 1st APEC Oil and Gas Security Network Forum

The Asia Pacific Energy Research Centre (APERC) hosted
the “Ist APEC Oil and Gas Security Network Forum® (OGSF) on
April 23-24, 2015 in Kitakyushu City, Japan. The forum was part
of the “APEC Oil and Gas Security Initiative (OGSI)” which was
conceptualized and launched last year.

The forum was participated in by the representatives of
the APEC Oil and Gas Security Network (APEC —OGSN) from 16
of the APEC member economies and experts from international/
regional organizations such as IEA, ASCOPE, HAPUA and ERIA. It
served as a venue to gather and share information and experi-
ences from the members, relevant information on emergency
responses to oil and gas supply disruption.

The APERC Secretariat also presented the current and
future activities of the OGS including the Oil and Gas Security
Studies (0GSS) one of which is the “Review of APEC Oil Supply
Security” found on page 6

The last day of the forum was a visit to Shirashima Oil
Storage Base, a floating ol storage facility of Japan

12th International JODI Conference

The 12th International JODI Conference was
held last 8-10 April 2015 in New Delhi, India. With
the theme “Lessons Learned and The Shared Path
Forward” the conference commemorates ten years
of The JODHOil Database and one year of The JODI-
Gas Database”. The conference was participated in
by experts of respective member countries as well
25 JODI partner organizations including APEC.

JODI was first launched in 2001, the primary
goal was not to build a database but to raise the
awareness of all oil market players to the need for
more transparency in oil market data. The process
expounded and more countries participated and the
database was established and was opened to the
public.

The Conference then served as a venue in
convening market actors who contributed to the
enhanced energy data transparency at various stag-
es of the JODI data supply chain: industry represent-
atives, professionals from national energy statistics

™
N - Mr. Keisuke Sodamori was appointed Director | vark (Related story on the facility can be found on page 8 ve
Such low oil and natural gas prices in the international market can be o Directorare|che ol ¢ V.ou the fockky, * page8) offices, the ODI Partners themselves, and market
i i on 3 September. 2nalysts who use the JODI data. By bringing all of
00d news to net importers like China as they help contain the outflow of na- L ele 2
S P ¥ help I - OIL SUBSI| Prior o jaining the IEA, M. Sadamer, a lapa- | .| 2 these stakeholders together, the Conference helped
tional wealth and bring benefits to their industries and people. On the other | E _ nese nationa, neis many senorposisons e |57 123 in facilitating better communication and improved
N H Japanese Ministry of Ecanomy, Trade and In- " sa
hand, the situation can be considered toUgh by net exporters because it dete- | § Pl 18 = cooperation among them.
riorates the trade balance and adversely affects the oil and gas export related wifl  orectorcenerator e minisers secretarize. [ =
. . = calal
industry and consequently their respective economies. Formoare Infamation on JOO( you mcy vist
= the! https://www.jodidata.org/
This situation, however, does not always create benefits for net im- M| The and APEC O and Ges Security Forum (a5 March 3014, Tokyo, Japa)
porters. Following the decline in oil prices, investment projects for oil and nat- t::
ural gas have been under reassessment all over the world. Some of them ma “ o i)
e e e o WTI—USD 55.58 (apr. 21, countries with indigenous [
even end up being cancelled. While this is a natural behavior based on market e U Eneoey Informstion Adminbtration ) ol
=n g canc Source  US Energy Information Administat oil and gas resources with  |zua Photo and Photo Story
principles, excessive adjustments may cause shortages of supply in the future
] na or small level of imports i
) |APERC: Which member country of IEA do you think is more resilient and The 1st APEC Oit and Gas'Security Network Fo-
gy Council-N] are more resilient than net | whicn is more vuinerable to any threats of oil supply or gas supply disrup- rum
b Energy M importers.” ion? (1f you have difficulty in answering this question, please skip.) Experts and participants in the 1st Oil
Mr. Sadamori: In general terms, countries with indigenous oil and gas re- and Gas Security Network Forum held last 23
sources with no or small level of imports are more resilient than net impor- April 2015 in Kita-Kyushu, Japan.
ers. But, it depends on the cause or nature of disruption. Also, even f 2 Photo Courtesy of APERC Secretariat
country is a net importer, with ample strategic reserves, right setof polices,
snd good maintensnce of the response mechanism, the country can improve
its resilience. The First Oil and Gas Security Network Forum 4 April 2015, Kita-Kyushu,
[APERC: We appreciate the support IEA has extended 10 us during the APEC Japan)
01l and Gas Security forum, which you hisve participsted in, nd the APEC O
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15t Oil and Gas Security Forum (2015)




¢ 1st APEC Oil and Gas Security Network Forum (OGSF) held last April 23-24, 2015 in
Kitakyushu City, Japan;

¢ participated in by the representatives of the APEC Oil and Gas Security Network
(APEC —OGSN) from 16 of the APEC member economies as well as experts from
international/regional organizations such as IEA, ASCOPE, HAPUA and ERIA;

* Served as a venue to gather and share information and experiences from the
members, relevant information on emergency responses to oil and gas supply
disruption;

** APERC Secretariat also presented the current and future activities of the OGSI
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¢ Shirashima National Oil Stockpiling Base -the world’s largest floating oil
storage facility located about 8 km off the coast of Kitakyushu.
o Construction competed in 1996;
o Crude oil for about 10 days of annual consumption of Japan is stored;
o Total amount of Storage capacity is 5.6 million kI (700,000 k| x 8 barges);
o No emergency experienced so far.
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NEXT STEPS i

** OGSS: Requesting information and comments
v Oil Supply Emergency Preparedness Policies and Procedure
v Oil and Gas Security Exercise Model Procedure (EMP)

** OGSE: To be held in Manila, Philippines in December 2015

¢ OGS Newsletter: Issue No. 3 was released on May 1, 4t" Issue coming by end of
June 2015

** OGSF
v" Next Forum in 2016 - Venue (?)
v' APERC Website — OGS information including 1st and 2nd OGSE forum will be
uploaded
v' OGSN Members - continue updating of the list
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