
SOUTH 
CHINA  

SEA 
THE PROBLEM OF POLITICS 

Bill	Hayton	
Associate	Fellow,	Chatham	House	
							@bill_hayton	



Increasing pressure from China on Southeast Asian claimants for ‘joint development’ 
China using threats of force to block developments within U-shaped line 
Falling production – eg Vietnam 15.5 million tons in 2014, 13.5 million tons in 2017 
 

RECENT DEVELOPMENTS 



•  Not consistent 

•  1947 meaning was clear – it was a claim to 
the islands only (Chung 2016) 

•  A new interpretation of the meaning of the 
line has been concocted since 1990 

•  China’s recent artificial island-building 
means it has the means to enforce its 
unilateral bans on rival claimants 

•  The consequences are chilling for 
offshore Brunei, Indonesia, Malaysia, 
Philippines and Vietnam  

U-SHAPED LINE 



CHINA’S ENERGY DREAM 
April 1987  First survey ‘Rich oil and gas reserves on the Zengmu  

  Ansha’ (Xinhua, 24 July 1987) 

Dec 1989  Spratlys contain 25 billion m3 gas and 105 billion barrels of oil. 
  James Shoal area has a further 91 bboe (China Daily, 24 Dec 1989) 

August 1990  Li Peng’s ‘invitation’ for joint development during visit to  
  Singapore 

April 1991  Enter Randall C. Thompson… 

Feb 1992  Chinese People’s Congress approves Territorial Waters Law 

May 1992  Crestone signs lease on WAB-21 with CNOOC 

April 1994  First confrontations in WAB-21 between China and Vietnam 



2016 arbitration result is binding on 
China and the Philippines 

•  None of the Spratlys nor 
Scarborough Shoal is entitled to an 
Exclusive Economic Zone 

•  China’s ‘historic rights’ claim is not 
compatible with international law 

Beyond 12nm from the above water 
features, all resources belong to 
coastal state (ie not China…) 

But that’s just the law… 

THE LEGAL  
POSITION… 

Map by: I Made Andi Arsana 
Department of Geodetic Engineering 

Faculty of Engineering, Universitas Gadjah Mada, Indonesia 
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%ORFN�������������	������2SHUDWRU�9,(7*$=3520�
�����39(3������
- Comprehensive Report on Development Concept study 
of Bao Vang field completed. The Report is under rework 
with account of Contracting Parties' remarks. 
- Preparation for offshore electromagnetic survey 
- No drilling activities planned. 

%ORFN�������������	�����

 

%ORFN������2SHUDWRU�(1,������(66$5������
- Prospect generation ongoing 
%ORFN������2SHUDWRU�(1,�������
- G&G study ongoing 
%ORFN������2SHUDWRU�(1,���������.5,6�(1(5*<�
��������
- Block scale seismic interpretation ongoing 
- Ca Ngu 3D PSDM processing ongoing. 
- Other G&G study ongoing. 
%ORFN������2SHUDWRU�(1,�������
- Prospect ranking ongoing 
- Other G&G study ongoing 
%ORFN������2SHUDWRU�(1,������6$1726������
- G&G study ongoing 

 

%ORFN�������������������������

 %ORFN�������������2SHUDWRU�.5,6�(1(5*<������391�
�����
- Basin re-modelling completed. 
- 2D PSDM processing completed. 
- TCM was successfully held. 
%ORFN���������.5,6�(1(5*<�������
- 2D seismic interpretation for the top reservoirs on-going. 
- Basin re-modelling is being finalized. 

%ORFN��������������������

  %ORFN�����	������0853+<������39(3������
- Subsurface evaluation ongoing  

%ORFN����������

 
%ORFN�����0,75$������39(3������
- Outline Development Plan (ODP) for the gas discoveries 
(U Minh in block 51 and Nam Du in block 46/07) has been 
submitted to PVN for review and approval. 
%ORFN������������0,75$������39(3������
- ODP has been submitted and waiting partners approval 
 

%ORFN���������������

 
%ORFN�������	��������39(3�������
- RAR KNV field ongoing. 
- Interpretation and mapping for KND-OPAL-KNV Dong 
areas. 
- ODP KNV field ongoing. 
%ORFN�����D��39(3�������
- Dai Hung RAR, and Dai Hung Nam RAR is ongoing. 
- Well planning DHN-4X, ThN-2X. 
- Prospects evaluation for remaining fault blocks. 
- Well monitoring for production.�

%ORFNV�������	������������D�

 
%ORFN����������
�9,(76293(752������39(3������%,7(;&2������
- Ca Tam's HIIP report was submitted to PVN for 
approval. 
- Discussion on Ca Tam field's ODP between partners 
ongoing 
%ORFN��������=$58%(=1+()7�������
- Appraisal well TN-3X: drilling second pilot hole to 4509m 
with 75-degree deviation. 
- Petroleum system modeling update- ongoing. 
%ORFN�������=$58%(=1+()7������391�������
- Preparing for Thien Ung's first gas: Dec. 2016 
- Development well drilling: TU"-6, current depth at 2375 
m MD. TD- 3262 mMD 

%ORFNV��������������������� 

 

 %ORFN��������
�2SHUDWRU�6$1726������39(3������0853+<����� �
-Block 13/03 OCM & MCM was held on 7th December.  

%ORFN�������

 
%ORFN����������5261()7������ �
- CCTB-1 X post well evaluation completed 
- Continued assessment of TTN carbonate prospect. Well 
location justification is on -going 

%ORFN���������

 %ORFN�������2SHUDWRU�08%$'$/$������%,7(;&2������
Seismic processing is ongoing with CGGVeritas in 
Singapore. Final PSTM for was received on 29 Oct 2015 
respectively . Interpretation is in progress 

%ORFN������

 
%ORFN����	������
�2SHUDWRU��&21�621��39(3������3HWURQDV������
3HUWDPLQD������
- Fulfilling remaining final well report.  
- Finalizing block evaluation report, preparing for shop 
closing report. 
- Planing for P&A GC-1P 

%ORFN����	������

 
2SHUDWRU�5(362/������
- Currently evaluating existing data and determining 
forward work program 
- Initial planning for Multi-beam and Drop coring program 
is underway. 

%ORFN��������������������

 
%ORFN������21*&�������
- Phase One of Initial Term of Exploration of Block 128 
has further been extended until 15th June 2017. 
- Integrated 2D Petroleum System Modeling study in 
progress. Also interacting with VPI for having more data 
for the study. 

%ORFN�����

 
%ORFN������2SHUDWRU�25,*,1������333������35(0,(5�
�����
- The Block 121 JV will be surrendering the block at the 
end of Phase 2 of the PSC 
- Block 121 Final Technical Evaluation Report is 
underway. 

%ORFN�����

 
%ORFN����������2SHUDWRU�79/������391������
- Regional and prospect specific mapping is ongoing 
%ORFN����������2SHUDWRU�79/������39(3������
08%$'$/$������
- Draft Appraisal Plan for 136-CKD-1X discovery has been 
submitted to PVN. Awaiting approvals 
- Initial planning for Multi-beam and Drop coring program 
is underway. 
- Scoping underway for a 3D seismic program in 2018 

%ORFNV������������������

 
2SHUDWRU�(;;21�02%,/������39(3�����
No information 

 

%ORFN���������������

 
2SHUDWRU��0,75$������
- Completing evaluation of CBM potential. 

%ORFN�09+1���.6�

 %ORFN������0,75$�������
- Prospect evaluation update in progress. 
 

%ORFN�����

 
%ORFN����������2SHUDWRU�0853+<������39(3������
- Finalizing Post Well Study Report. 

%ORFN���������

 
%ORFN���������� �39(3������ �
1100km2 3D interpretation is ongoing. Preparing for 
upcoming drilling campaign 2015 (Q4)  

%ORFN���������

 %ORFN�������������39(3�������Fault Seal Analysis, Specific Seismic Study: completed  
3D seismic interpretation: completed 
%ORFN��������	���������39(3�������
Interpretation new 3D & 2D : Updating 
HRD-1X (Ham Rong Dong: 106/10) Spud date 22nd April 
2014  
Primary target: Fractured Carbonate Basement  
Secondary: Sandstone/Limestone Oligocene  
Finished DST#1 (Basement): Gas & Condensate 
discovery 
Conducting DST#2 (Oligocene): Major Gas Discovery  
%ORFN�����±��������39(3������3(7521$6������ �
- 3D seismic acquisition over Ky Lan prospect (950km2) 
and 103D prospect (300km2) is on going  

%ORFN��������������������	����������
����±�������

 %ORFN������
�2SHUDWRU�6$1726������39(3������6.�(1(5*<�
�����
- Planning for deepwater drilling continues.  

%ORFN�����

 

%ORFN�����	�����5HSVRO������391������
- Regional Data Mapping is nearing completion 
- Currently integrating study into overall tectonic  
framework. 
- Initial planning for Multi -beam and Drop coring program 
is underway. 
- Scoping underway for a 2D seismic program in 2018. 

%ORFN���������

 
%ORFN�������������������� �9,(7*$=3520������ �
- Processing and analysis of drilling and testing data from 
the wells VGP-130-TD-1X and VGP-131-TB-1X, 2D 
seismic data reinterpretation and current reserves 
estimation. 
- Procedure of service contracts completion.  

%ORFNV��������������������

 
%ORFN�����2SHUDWRU�39(3������963����� �
- G&G works (2D Seismic reprocessing, Structural study) 
is ongoing 
- Well planning ongoing. 

%ORFN����

- 
%ORFN�����E�	�����F��
2SHUDWRU�,'(0,768������1,3321������7(,.2.8�
�����
Subsurface follow-up work both for Dai Nguyet (DN) and 
Sao Vang (SV) discoveries is ongoing. 
- Post SVW-1X well evaluation is ongoing 
- Remaining potential study of the block is completed 
Development: 
- ODP has been submitted to PVN 
- FEED is ongoing 

%ORFN�����E�	�����F�

- 
%ORFN����	��������2SHUDWRU�,'(0,768������
680,7202������
- Prospect evaluation is ongoing 
- One exploration well is planned to drill in 2018. 

%ORFN����	�������

 %ORFN����������39(3������0853+<������6.�(1(5*<�
�����
- RAR LDV ongoing.  

 

%ORFNV���������

 
%ORFN����������39(3�������
- RAR for Kinh Ngu Trang Nam is ongoing. 
- Seismic re-interpretation is ongoing 
- Basic of design KNT-KTN is ongoing 
%ORFN����������39(3�������
- Seismic re-interpretation and prospect ranking ongoing 

%ORFNV������������������

 
%ORFN��������2SHUDWRU�79/���������08%���������391�
�����39(3���������333��������
- Draft FDP has been submitted for CRD field. 
- Contracting is underway for CRD development.  
- Cobia Area 3D has been completed, with data having 
been delivered. Final interpretation is underway. PI 
workshop was undertaken to select a well location for 
2017 
- Completing various study work to define forward drilling 
plans 
- Initial planning is underway for a shallow water drilling 
program in 2017 

%ORFNV�������

 
%ORFN����������
�9,(76293(752������39(3������%,7(;&2������
629,&2������
- Carrying on the 2016 & 2017 Work Program and Budget 
of this block 

%ORFNV�������� 

Block 136 suspended June 2017 and Block 07/03 suspended March 2018 
Both seem to lie outside WAB-21 but within the U-shaped line 
Rosneft reportedly concerned about Block 06/01 
 

VIETNAM’S TROUBLES 

WAB-21 

U-shaped line 



Many companies involved in Repsol project 
Plenty of routes for information about drilling schedule to leak out 
Projects look politically dead rather than just suspended 

CONTRACTORS’ TROUBLES 



INTIMIDATION TIMELINE 
5 March  USS Carl Vinson arrives in Danang 
8 March  USS Carl Vinson leaves Danang 
11 March  USS Carl Vinson & JMSDF exercise in SCS 
14 March  USS Carl Vinson exits SCS via Luzon Strait 
20 March (?)  Liaoning enters SCS via Luzon Strait 
21 March  Repsol cancels oil drill 
20 March  PLAN flotilla assembles off Hainan 
26 March  Satellite photo of Liaoning & 40 vessels in SCS 



 

BRIGHTOIL PETROLEUM (HOLDINGS) LIMITED 
光滙石油（控股）有限公司 

(Incorporated in Bermuda with limited liability) 

(Stock Code: 933.HK) 

 

CLARIFICATION 
 

Recently, there is misrepresenting information concerning the petroleum right of the 

Wan-an Bei 21 sea area (also known as Block 136-03 by Vietnam) in relevant media 

reports regarding the China-Vietnam territorial waters. Brightoil Petroleum (Holdings) 

Limited (hereinafter referred as the “Company”) has conducted verification of the 

reported items and would like to make the following clarifications: 

 

The Company does not own any petroleum interest or exploration right of the 

abovementioned Wan-an Bei 21 sea area (or Block 136-03 referred by the report). The 

Company and its subsidiaries are not involved in any operation of the 

abovementioned sea area. Based on the verification of the Company, the rights and 

interests of the Wan-an Bei 21 contract was acquired from another company in 2014 

by a private company wholly owned by Dr. Sit Kwong Lam, the Chairman of the 

Company. 

 

Brightoil Petroleum (Holdings) Limited hereby declares that the Company has been 

actively developing the upstream oil and gas field business, and the production and 

operation of the Company are currently under normal conditions. 

 

                              Brightoil Petroleum (Holdings) Limited 

                                                6 July 2017 

 

1992: Block concept 
developed by Crestone 

1996: Crestone bought by 
Benton Oil & Gas 

2002: Benton becomes 
Harvest Natural Resources 

2014: Rights to block sold to 
‘a subsidiary of Brightoil’ 

2017: Brightoil says rights 
were acquired privately by 
its company chairman 
Sit Kwong Lam 

WHO OWNS WAB-21? 







Rosneft – Block 06/01 

•  Former BP block 

•  Drilling now, despite 
threats 

ExxonMobil – Block 118 
(Blue Whale / Ca Voi Xanh) 

•  Delays seem to be mainly 
contractual not political 

•  Field seems to be outside 
U-shaped line 

•  19tcf (gross) estimate 

SOME ARE STILL DRILLING 

Tonkin	Gulf	
boundary	

U-shaped	
line	‘dash’	

Blue	Whale	
gas	field	



THE PHILIPPINES’ TROUBLES… 

Malampaya	

Reed	Bank	

Malampaya expected to run out soon after 2022/23 
Reed Bank could fill the gap – Forum plc’s estimate of 8tcf in Sampaguita field on Reed Bank 
Constitution is a block to ‘joint development’ but martial law could get around that 



PHILIPPINES: 
BLACKOUTS AHEAD? 

Philippines Department of Energy statistics for 2017 
22% of electricity generation comes from natural gas, 99%of that from Malampaya 
No decisions yet taken on replacement via LNG imports or coal 

22% 



September 2004 – CNOOC & PNOC sign JMSU 
March 2005 – PetroVietnam join JMSU 
July 2008 – JMSU lapses 

JOINT MARINE SEISMIC UNDERTAKING 



Fall in oil price plus declining output have created ongoing budget deficit 
Brunei wants to open up deep water for exploration and development 
Seems to be being prevented from doing so – by China? 
 

BRUNEI’S PROBLEMS 



Indonesia agreed seabed 
boundaries with neighbours 
but not EEZ boundaries 

China’s U-shaped line claim 
overlaps with EEZ claims 
from Natuna 

Indonesia refuses to 
recognise existence of 
dispute 

That hasn’t stopped China 
Coast Guard operating there 

INDONESIA’S PROBLEMS 



Issued 12 July 2016 – the day of the Arbitration ruling 

Layers of confusion – both archipelagic claim and historic rights 

CHINESE GOVERNMENT STATEMENT 



Professor Fu Kuen-chen – the inventor of the ‘historic rights’ argument 
July 1989 – One of three legal scholars on ROC Ministry of Interior committee 
Then a KMT ‘one-China’ diehard but resigned to join the New Party 

THE CAUSE OF ALL THIS GRIEF 
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’ 
§ Dongsha 

‘East Sand’ 
Pratas 

§ Xisha 
‘West Sand’ 
Paracels 

 
§ Zhongsha 

‘Central Sand’ 
Macclesfield Bank etc 

§ Nansha 
‘South Sand’ 
Spratlys etc 

 



It doesn’t look great… 

Expect on-going Chinese obstruction of development inside U-shaped line 

CONCLUSION 



THERE’S MORE IN THE BOOK! 


