Memorandum of Understanding on Cooperation on Oil and Gas
Development between the Government of the People’s Republic
of China and the Government of the Republic of the Philippines

2018/11/27

I. Context. Recalling the Charter of the United Nations, the 1982 United Nations Convention on the
Law of the Sea (UNCLOS) and the 2002 Declaration on the Conduct of Parties in the South China
Sea,and acknowledging that through positive dialogue and practical cooperation,the government
of the People's Republic of China and the government of the Republic of the Philippines
(hereinafter referred to as "the two governments") have made substantial progress and meaningful
gains in exploring opportunities and means to cooperate with each other in maritime activities,

which has made significant contributions to peace, stability and development in the region.

Il. Basic Principle. In accordance with the principles of "mutual respect, fairness and mutual
benefit,flexibility and pragmatism and consensus”,through equal and friendly consultation,the two
governments have decided to negotiate on an accelerated basis arrangements to facilitate oil and
gas exploration and exploitation in relevant maritime areas consistent with applicable rules of

international law (hereinafter referred to as "the cooperation arrangements”).
I1l. Working Mechanism

(A) The two governments will establish an Inter-Governmental Joint Steering Committee
(hereinafter referred to as "Committee") and one or more Inter-Entrepreneurial Working Group
(hereinafter referred to as "Working Group"). The Committee will be co-chaired by the Foreign
Ministries, and co-vice chaired by the Energy Ministries,with the participation of relevant agencies
of the two governments,and will comprise an equal number of members nominated by the two
governments. Each Working Group will consist of representatives from enterprises authorized by

the two governments.

(B) The Committee will be responsible for negotiating and agreeing the cooperation arrangements
and the maritime areas to which they will apply (hereinafter referred to as the "cooperation
area"),and deciding the number of Working Groups to be established and for which part of the
cooperation area each Working Group is established (hereinafter referred to as its "working area").
Each Working Group will negotiate and agree on inter-entrepreneurial technical and commercial

arrangements that will apply in the relevant working area.

(C) China authorizes China National Offshore Oil Corporation as the Chinese enterprise for each
Working Group. The Philippines will authorize the enterprise(s) that has/have entered into a

service contract with the Philippines with respect to the applicable working area or, if there is no



such enterprise for a particular working area, the Philippine National Oil Company - Exploration

Corporation (PNOC-EC), as the Philippine enterprise(s) for the relevant Working Group.

(D) The two governments will endeavour to agree on the cooperation arrangements within twelve
(12) months of this Memorandum of Understanding. The Committee and each Working Group will

meet regularly to discharge their respective functions.

IV. Relevant Position. This Memorandum of Understanding,and all discussions,negotiations and
activities of the two governments or their authorized enterprises under or pursuant to this
Memorandum of Understanding,will be without prejudice to the respective legal positions of both
governments. This Memorandum of Understanding does not create rights or obligations under

international or domestic law.

V. Nature of Information. Any information shared by the two governments or their authorized
enterprises under or pursuant to this Memorandum of Understanding will be kept

confidential,unless the two governments decide otherwise.

VI. Other Matters. Any other matters relating to this Memorandum of Understanding may be
referred jointly by the two governments to the Committee or a Working Group for consultation and

agreement.

Done in Manila on the 20th November,2018,in duplicated in the Chinese and English

languages,both texts being equally authentic.

For the government of the For the government of the
People's Republic of China Republic of the Philippines
T % Teodoro Locsin

(signature) (signature)



