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US President Barack Obama assumes 
power and undertakes the “Pivot to 
Asia” policy, interpreted by many as 
intended to contain China’s rise as an 
Asian superpower.
Energy Department issues to Forum 
Energy, a firm of the Salim conglomerate 
(known as the First Pacific group) 
Service Contract No. 72  to extract gas 
and oil in the Reed Bank.
In a note verbale, China protests 
issuance of SC 72. A similar protest is 
issued on May 13.  
Benigno Aquino III appoints Salim 
conglomerate’s executive Albert del 
Rosario as foreign affairs secretary.
Forum Energy dispatches seismic survey 
vessel MV Veritas Voyager to Reed Bank 
in the Spratlys.
China’s civilian CMS vessels block Forum’s 
vessel, saying it did not have the authority 
to explore for gas or oil in the area.
US decommissions USCGC Hamilton, 
lead ship of the Hamilton class of cutters 
for its transfer to the Philippine Navy
Del Rosario meets with US State 
Secretary Hillary Clinton who affirms 

FROM THE REED BANK INCIDENT TO THE LOSS 
OF SCARBOROUGH TO THE ARBITRATION SUIT
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July 25, 2011

August 23, 2011

November 15, 2011

April 10, 2012

April 10, 2012

April 12, 2012

April 22, 2012

May 9, 2012

May 17, 2012

that the US “will honor its treaty 
obligations to the Philippines”.
Aquino in his  2nd SONA rants against 
China for blocking the Forum Energy 
vessel, and announces his plan to file a 
case in the “International Tribunal for 
the Law of the Sea”.
Decommissioned Hamilton warship 
arrives in Manila and renamed BRP 
Gregorio del Pilar, the Navy’s biggest 
warship.
Secretary Clinton visits Manila, urges an 
update to the PH-US Mutual Defense 
Treaty.
Aquino deploys BRP Gregorio del 
Pilar to Scarborough Shoal; conducts 
VBSS on eight Chinese fishing vessels; 
photographs show PH personnel with 
assault rifles guarding disheveled 
Chinese fishermen. 
China’s civilian CMS vessels arrive in 
Scarborough to prevent the arrest of 
their fishermen. More Chinese fishing 
vessels arrive in the shoal. Stand-off starts 
between Philippine and Chinese vessels, 
with each party refusing to leave the area.
Aquino orders BRP Gregorio del Pilar to 
leave Scarborough Shoal.
China’s Global Times and social media 
postings urge the Chinese government 
to engage in a small-scale war with the 
Philippines.
Del Rosario in a statement said Clinton 
reiterated in a meeting on April 30, 2012 
that the US “reaffirms our commitment 
and obligations under the mutual 
defense treaty.”
Clinton‘s email reveals endorsement of 
an expert’s view that the Scarborough 
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stand-off should be resolved by an 
international court.
State Department official Kurt Campbell 
tells PH Ambassador to the US Jose Cuisia 
and DFA’s Del Rosario that he had brokered 
an agreement with Chinese official Fu Ying 
for a simultaneous PH-China withdrawal 
from Scarborough Shoal.
First batch of PH vessels (BFAR) leave 
Scarborough Shoal. Chinese vessels 
remain in the shoal.
Aquino meets with Obama in 
Washington, D.C.; Obama rejects 
Aquino‘s plea for US intervention in 
stand-off with China.
Del Rosario and Aquino separately order 
remaining PH civilian vessels (Coast Guard 
and BFAR) to leave Scarborough Shoal.
Chinese Foreign Ministry spokesman 
denies that there was any deal for a 
simultaneous withdrawal of ships in the 
shoal: “We wonder where the so-called 
China’s commitment of ‘withdrawing 
ship’ comes from.”
Kurt Campbell email to Clinton reveals 
“messages” have been sent to the 
Philippines.
Aquino strangely does not mention the 
loss of Scarborough in his 3rd SONA.
Clinton emphasizes the US‘ stand on the 
South China Sea dispute, that the US 
“does not take a position on competing 
territorial claims.”
US presidential elections; Obama wins 
2nd term.
PH initiates arbitration proceedings 
against China through note verbale 
demanding such and sent to the Chinese 
Embassy in Manila. China refuses to 

June 2, 2012
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June 8, 2012
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January 2013 – June 2016

September 2013

March 30, 2014

April 28, 2014

July 12, 2016

July 12, 2016

July 25, 2016 to present

recognize arbitration; says bilateral 
negotiations have not been exhausted as 
required by UNCLOS.
The US and the Aquino regime undertake 
massive anti-China propaganda to portray 
it as a bully in the South China Sea dispute.
China begins reclamation work on reefs 
it occupies in the Spratlys; spends $150 
billion to build artificial islands.
Aquino regime’s US lawyers submit new 
set of “declarations” to arbitral panel, 
different from January 22 ‘Notification 
and Claims.’
PH and US sign EDCA, a new form of 
US bases without permanent structures 
but using existing PH military facilities. 
Obama arrives in Manila hours after 
EDCA was signed by lower-level officials.
Arbitral panel releases “award,” of which 
one provision says nine-dash line is illegal 
under UNCLOS. However, panel does 
not order China to do anything, not even 
to give up its occupation of Scarborough 
Shoal. PH government shells out P1 
billion for entire arbitration process.
Arbitral panel’s “award” degrades PH 
islands in the Spratlys into “rocks” not 
entitled to EEZs, including territories in 
the Kalayaan Island Group. Aquino’s US 
lawyers declare that the Kalayaan Island 
Group created by a Marcos decree in 1978 
was effectively repealed by UNCLOS.
In his 1st SONA, President Rodrigo 
Duterte “affirms the outcome of the 
arbitration” but leaves it at that. In 
subsequent actions and declarations, 
he reverses Aquino III’s hostile stance 
against China, and declares the country’s 
friendship with all nations.

xvi
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CHAPTER 3

THREE OLIGARCHS’
PROJECT

What triggered the Aquino III regime’s belligerent stance against 
China that led to the unprecedented Philippine arbitration 

case with China, and which sustained the anti-China campaign in the 
country, was the ambitious and rushed project of three oligarchs to 
become energy giants in a few years.

The trio’s project – with Forum Energy as the lead company – was to 
extract natural gas from the Sampaguita Gas Field in the Reed (Recto) 
Bank in the Spratly or Kalayaan Islands. 

The Sampaguita field was estimated in 2005 to have 21% more gas 
deposits than the Malampaya well off Palawan, which has provided a 
fifth of the country’s energy requirements since 2002.1 

This is the very same area that a consortium of Filipino, Swedish, 
and American firms surveyed in the early 1970s, initially concluded it 
had substantial gas deposits, but eventually abandoned it. 

The existing Malampaya well (90% owned by Shell Petroleum and 
Chevron with the Philippines having a 10% stake) is estimated to start 
running out of gas by 2024. That made the three magnates’ project 
urgent, since the five power plants in Luzon Island using Malampaya 
gas since 2002 would be ready markets.   

Located just 250 kilometers from Malampaya, a Sampaguita well 
could just pipe its gas to that existing platform, which already has a 
500-km. gas pipeline to Luzon feeding five power plants. The three 
oligarchs therefore could have been energy giants in the region in a 
few years. Since it started in 2002, revenues of Shell and Chevron from 
Malampaya have been estimated to total $90 billion.

This Recto Bank oligarchic  trio is led by the Indonesian magnate 
Anthoni Salim, through Hong Kong-based First Pacific Co.2, which 
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he  is the biggest owner and controller of. Through several layers, this 
holding company of a vast conglomerate is the majority stockholder of 
Philex Mining.  This in turn has a subsidiary, PXP Energy ( formerly 
Philex Petroleum Corp.) which owns Forum Energy. The government 
had issued in 2009 Forum Energy Service Contract No. 72 (SC 72) that 
authorizes it to explore for and extract oil and gas in a specific area in 
the Sampaguita oil field in the Reed Bank. 

Salim’s main partner in the Reed Bank project is the container-port 
and casino magnate Enrique Razon, who has  30% stake in SC 72 itself.  
It was Razon, in  Forbes magazine’s 2021  listing the 3rd richest man in 
the country, who convinced the energy department in 2010 to issue 
SC 72  to Forum Energy. Before Razon joined the trio in 2008, Forum 
Energy only had what is called a geophysical survey and exploration 
contract (GSEC), or the limited authority to explore for gas and oil – 
but not to extract it. 

The third stakeholder in the Reed Bank project is former Marcos 
technocrat, and luxury-property developer  Roberto Ongpin, who has 
20% ownership of Forum Energy, through his listed firm, Atok Big 
Wedge.  It was Ongpin who led an investors’ group in 2008 to sell the 
last tranche of Philex Mining to First Pacific that gave it full control of 
the firm. Ongpin in the Forbes magazine 2021 listing is the country’s 
22nd richest magnate.

First Pacific had to buy Philex Mining – spending about P25 
billion  – because the mining firm through corporate layers had 
owned Forum Energy.

In total, the three oligarchs had plunked in at least P50 billion for 
its Reed Bank project.  Sounds huge, but still a drop in the bucket 
considering the hundreds of billions of pesos in potential revenues 
they could get from the Malampaya-like gas well. 

Still, the money spent by Salim on the Reed Bank project is the 
biggest single investment of First Pacific anywhere in the world, ever 
since its purchase in 1998 of the then telecoms monopoly Philippine 
Long Distance Telephone Co. for P32 billion.

 The triad’s3 project took off the ground when its seismic survey 
ship MV Veritas Voyager sailed for the Sampaguita Oil Field on March 
2, 2011 to undertake seismic surveys and determine locations of gas 
deposits where exploratory wells would be drilled.

That was just several days after Albert del Rosario’s February 23, 
2011 appointment as Aquino’s foreign affairs secretary. In that post, del 

The Three Oligarchs' Project
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The foreign-owned conglomerate with its two partners that rushed to extract gas from 
the  Reed Bank.
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Rosario would be Aquino’s prime adviser on how to deal with China. 
This author’s sources claim that del Rosario practically directed Aquino 
in every phase of his government’s hostile policy towards China. 

Del Rosario has been in the employ of First Pacific for many years, 
as director in its Philippine subsidiaries and in the Hong Kong-based 
mother firm itself. His income from the First Pacific conglomerate – at 
least P200 million, from its subsidiary PLDT alone – actually make 
him one of the richest men in the Philippines. While he went on leave 
as director of these companies, as required by Philippine law for a 
government official, he got his old directorships back as soon as he 
stepped down as Aquino’s foreign secretary.4

The Veritas Voyager’s surveys were still to be completed when on 
March 2, 2011 two ships of the civilian China Marine Surveillance 
(CMS) drove it away from the area, radioing that it was on waters 
under Chinese sovereignty and that it had no permission to undertake 
surveys for oil and gas.

It wasn’t just accidental the Chinese vessels spotted the Veritas 
Voyager in the vast expanse of that sea: They were likely waiting for 
it. Aware of the Reed Bank project, China had sent both the Arroyo 
and Aquino administrations angry notes verbales in 2010 and 2011, 
protesting the Philippine authorization of Forum Energy to explore 
and extract hydrocarbons in the area, on grounds the area was within 
its sovereign territory. These diplomatic notes were totally ignored by 
the two administrations.

While the incident wasn’t much reported in media, a US-based 
think tank, believed to be connected with US intelligence agencies 
reported two months later, in a congratulatory tone:

“The Philippines’ response was immediate and fairly robust: 
Western Command deployed an OV-10 light attack aircraft and an 
Islander observation aircraft to Reed Bank; two coast guard vessels 
were subsequently dispatched to escort the Veritas Voyager until its 
survey activities had been completed. In describing the incident, 
Armed Forces Western Command Gen. Juancho Sabban warned: ‘It’s 
clearly our territory. If they bully us, ‘even children will fight back.’ 
Defense Secretary Voltaire Gazmin and Armed Forces Chief Gen. 
Eduardo Oban later visited the Western Command headquarters in 
a show of support.”5

That report was more of wishful thinking. The reality was China 
had blocked off any exploration vessel from the Reed Bank and the 
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CONFLICT OF INTEREST? No, he says. Del Rosario as he is presented in the 2019 
annual report of First Pacific Co. Ltd. the lead firm of the trio of oligarchs that wanted 
to extract gas from the Reed Bank.  Right inset, presenting the Philippine case vs China 
at the first hearing of the arbitration suit in 2013.
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trio’s ambition to become energy giants was stopped dead in the water. 
No survey ship has been sent to that area to this day.  

Strangely, Forum Energy had not even acknowledged the event 
to have happened. Robert Nicholson, Forum Energy chairman and 
director of First Pacific, even released a report on March 22 stating 
that MV Veritas Voyager completed its survey. The report made no 
mention at all that its vessel was blocked and ordered to leave the 
area by the CMS ships.

Aquino immediately and publicly expressed anger at China for 
driving away the private (not government) vessel from Reed Bank. In 
his July 2011 State of the Nation Address, a speech usually reserved 
to discuss the country’s most important problems, Aquino practically 
proclaimed that his administration would take up the cudgels for the 
three oligarchs’ project: “What is ours is ours. We will defend Recto 
Bank as if it were Recto Avenue.” 

He even divulged in that speech his government’s next move 
against China: “We are already studying the possibility of elevating 
the case on the West Philippine Sea to the International Tribunal for 
the Law of the Sea.” 

Aquino even hinted in that speech that the Philippines is prepared 
to use military force to assert Forum Energy’s rights to extract 
hydrocarbons in the Reed Bank, stating the country was “ready to 
defend what is ours.” He also announced that the armed forces will be 
modernized to defend the country’s claims in the area.

“At this very moment, our very first Hamilton Class Cutter (a 
refurbished US Coast Guard ship) is on its way to our shores,” he 
boasted in his SONA. “We may acquire more vessels in the future – 
these, in addition to helicopters and patrol crafts.” 

The Aquino government that year allocated P5 billion for buying 
helicopters and setting up radar stations specifically in order to 
strengthen the country’s defense of its oil and gas assets near Palawan. 

After the Reed Bank incident, Aquino announced he had changed 
the country’s entire defense focus from its decades-old internal 
security aimed against the communist and Islamic insurgency, to 
one of “territorial defense” – his euphemism for challenging China in 
asserting the Philippines’ claims to the Spratlys. 

In concrete terms, the Aquino regime wanted its entire military 
to come to the rescue of the three tycoons’ stalled project to extract 
hydrocarbons in the Reed Bank. 
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Such vehemence against a superpower, analysts thought, could 
only be explained if Aquino had acquired a stake in that billion-
dollar project. Was he livid since he had assured the oligarchs   of 
his full support for its gas extraction project in the Reed Bank in 
exchange for that stake? 

In order to salvage the First Pacific project, its CEO Pangilinan 
went to Beijing in May 2012 to offer the China National Offshore Oil 
Corp. a stake in the venture. 

The Chinese outrightly rejected his offer. They most likely still 
remembered Aquino’s 2011 ranting against China in his SONA as well 
as his boasts that the US will give warships to the Philippines to patrol 
the seas against alleged Chinese intrusions. 

Perhaps China would have considered Pangilinan’s offer if Aquino 
had pursued bilateral negotiations with the Chinese government 
instead of taking a belligerent stance. Ignoring the tools of diplomacy, 
Aquino III even raised his truculence up several notches.

On January 22, 2013, the Aquino administration initiated arbitration 
proceedings against China, alleging that it had violated provisions of 
the United Nations Convention on the Law of the Sea (UNCLOS) 
and deprived the Philippines of its sovereign rights in its Exclusive 
Economic Zone (EEZ).

While the Aquino regime asked the arbitral panel to rule on 14 
claims, its main intent, as even President Aquino had disclosed in 
his July 2011 SONA, was to force China to allow the three oligarchs’ 
project to explore and possibly extract gas in the Reed Bank. 

According to a book6 that former justice Antonio Carpio appears 
to have commissioned as it practically portrays him as the hero and 
brains of the arbitration, it was Carpio himself who suggested the suit. 
Just a few months after the Reed Bank incident, the book declared, 
Carpio “drafted a seven-page confidential memo, ‘Proposed Philippine 
Strategy in the Spratlys Dispute’ which he gave to del Rosario” that 
proposed the suit against China.7 

Del Rosario himself claimed that the arbitration suit was Carpio’s 
brainchild: “As early as 2011, Justice Carpio correctly foresaw the 
unilateralist path on which Beijing would embark in its attempts to 
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control the South China Sea. He pointed to and proactively advised 
[us] on the use of international law as the best and most peaceful 
means of securing our position on the basis of universally recognized 
global norms and principles.”8

First Pacific’s central role in the Aquino regime’s conflict with China 
and the arbitration suit it brought against it had been assiduously kept 
secret initially and then, glossed over.  

The Philippine “Memorial” – the document that explained its case 
to the arbitral panel  – wrongly identified the firm that contracted the 
MV Veritas Voyager as having been “Sterling Energy, a U.K.-based 
company.”9 Nowhere in the Memorial’s 374 pages was disclosed the 
fact that Sterling was absorbed by Forum Energy, which was taken 
over in 2008 by First Pacific, and that a Razon firm had taken a 30% 
stake in the service contract. 

The same Rock Solid book was careful not to disclose what company 
was behind the MV Veritas Voyager. On page 60, it reported: “On 
March 2, 2011, the MV Veritas Voyager, a survey ship, with two chase 
vessels and one logistics ship, was in Reed Bank closely studying the 
area for potential exploration of oil and gas. The Singaporean-flagged 
vessel was conducting a survey…”

The book deliberately hid what, or who were behind the Voyager. 
“The most serious challenge he faced was in 2011 when Chinese ships 
harassed Philippine ships surveying for oil in Reed Bank (emphasis the 
author’s),”10 it read. 

Replete with details on the suit against China, many though just to 
give dramatic color to the topic such as the participants’ conversations, 
the 315-page book did not have a single sentence to report that it was 
First Pacific together with the tycoons Razon and Ongpin who were 
behind the Voyager and its expedition to the Reed Bank. Nowhere in 
the book is “First Pacific” even mentioned.  

Del Rosario or Carpio obviously instructed that book author 
not to mention even once First Pacific, as a reader would be alerted 
that the tycoons and their profit-making interests were behind the 
propaganda narrative of a Philippine “David fighting the Chinese 
Goliath.” The three oligarchs – Salim, Ongpin, and Razon – were 
such high-profile personalities that their involvement in the Aquino 
regime’s squabble with China would have immediately piqued the 
country’s interest – and suspicion. 
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In a similar vein, but over the top in melodrama, Carpio hid the 
fact that the trio was behind the conflict with China by declaring in 
a speech in October 2011: “Our fight with China, the superpower 
in our region, is the 21st century equivalent of the battles that our 
forebears waged against Western and Eastern colonizers from the 
16th to the 20th century.”11

Aquino’s officials and the pliant or mercenary media even 
disseminated the lie that the Voyager was contracted by the Philippine 
government.12 This lie was obviously intended to inflame Filipino 
nationalism against China. It has been so successfully disseminated 
that even a scholar specializing in the South China Sea disputes wrote: 
“On March 2, 2011, two Chinese patrol boats confronted a survey ship 
commissioned by the Philippine Department of Energy to conduct oil 
exploration in the Reed Bank. (Emphasis added)”13 This is false. It was 
the trio of oligarchs that commissioned the Voyager.

China claimed that it had not given the Voyager the authority to 
explore for hydrocarbons in the area it calls Liyuan Tan (Reed Bank) 
in its Nansha Island (Spratlys) archipelago. It said the Spratlys has 
been part of its sovereign territory since ancient times, reaffirmed in 
modern times, and that no country had contested its claims until the 
early 1970s.  

The Aquino government, on the other hand, claimed the Reed Bank 
is within the Philippines’ EEZ, radiating from Palawan.  

After the incident, Aquino, his government’s propaganda 
apparatus, and the energy department that issued the service 
contract went full throttle with one shrill message: “Reed Bank 
is Philippine territory: it is just 85 nautical miles from Palawan, 
while 600 from the nearest coast of China, and within its 200-mile 
Exclusive Economic Zone.”14 

Aquino called a press conference just to explain the Reed Bank 
incident, in which he asserted: “There is no question about this if we 
are following international law.”

Aquino’s officials expressed shock that China would intrude into 
territory which is “unquestionably” that of the Philippines. Aquino’s 
spokesman Edwin Lacierda went to the extent of blaming his 
predecessor Gloria Macapagal-Arroyo for the Chinese “intrusion”.

Lacierda said the Joint Marine Seismic Undertaking (JMSU) 
by the Philippines, China and Vietnam in the Spratly Islands in 
2005-2008 gave China an open window to claim the Reed Bank 
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and other parts of Philippine territory. He added that China started 
claiming the Reed Bank as part of its territory only after the JMSU 
was signed, and that the issue was never raised during the Marcos 
administration.”15

Lacierda’s blaming Arroyo was totally ignorant:  China had claimed 
the Reed Bank as part of its Nansha islands long before Arroyo 
was born. It had specifically protested the Philippine government’s 
issuance of permits to firms for them to explore and develop the 
Reed Bank in 1976, during the Marcos years, and in 1995 during 
Fidel Ramos’ administration. 

To address the obvious question that the Philippine military was 
no match against China’s if an armed conflict broke out over the Reed 
Bank, Aquino in so many words claimed that the US military would 
be by its side. 

US officials cleverly encouraged Aquino to be belligerent to 
China, by implicit, though deniable, messages that it would back the 
Philippines if hostilities did break out with China, which however it 
did not do so in the case of the Scarborough crisis.16 

In a speech two months after the Voyager incident, in the presence 
of Aquino, the US Ambassador to Manila Harry Thomas said: “The 
Philippines and the United States are strategic treaty allies. We are 
partners. We will continue to consult and work with each other on 
issues, including the South China Sea and the Spratly Islands.”17 

Aquino’s officials spun the statement as the “most unequivocal 
expression of US support amid stringent exchanges between China 
and claimants to the disputed islands.”18 Aquino replied right after 
Thomas’ speech: “We’re happy about it especially when they reiterated 
the reminder that we are a strategic partner and that there is a treaty 
between us.”

Aquino was referring to the 1951 Mutual Defense Treaty, which 
provides for retaliation in the event of an attack on each other’s 
territory. However, the Treaty qualified the attack on a “metropolitan 
territory” and excludes areas disputed by other countries.19  

The US, in fact, had told Marcos three decades earlier that the 
Treaty does not cover disputed areas such as the Kalayaan Island 
Group. The official position of the US government at that time and 
to this day is that the area is “disputed by China, Taiwan, Vietnam, 
and Malaysia ... and that it “does not take a position on territorial 
disputes in the Spratly Islands.”20

Promotional Content Only. Please purchase book at rigobertotiglao.com/shop or https://amzn.to/3zCJUBc



Del Rosario in June 2011, a few months after the Reed Bank 
incident, made an unscheduled visit to Washington, D.C. to meet 
with US State Secretary Hillary Clinton and Defense Secretary Robert 
Gates. This was another attempt to send the message to the Chinese 
that the Americans were behind the Aquino administration’s fight 
with the Asian superpower. The administration of President Barack 
Obama actually helped the Aquino regime in its propaganda that it 
has the full backing of the US in its territorial dispute with China, as 
one academic wrote: 

“During State Secretary Hillary Clinton’s meeting in Washington, 
D.C. with the Philippine foreign secretary, she expressed U.S. wariness 
about China’s intrusion into the Philippines’ EEZ and declared 
that the United States honors the 1951 Mutual Defense Treaty 
and strategic alliance with its Southeast Asian ally. She reaffirmed 
American support to the Philippines, even if it meant providing 
‘affordable’ material and equipment to enable the AFP to defend 
the country. She also suggested that the two allies should work to 
identify the military hardware needed by the AFP. In mid-November 
2011, Secretary Clinton visited Manila and urged the Philippine 
government to update the 60-year-old Philippine-U.S. Mutual 
Defense Treaty. While on board the U.S.S. Fitzgerald in Manila Bay, 
she assured Philippine officials that the Obama administration is 
committed to enhancing the country’s “maritime capabilities and 
other aspects of expeditionary power.”21  

Del Rosario invoked the loss of Scarborough as one of the 
justifications of the Aquino regime in filing the arbitration case against 
China in an international, third-party body, forgetting that Aquino 
himself had revealed in July 2011 in his SONA that his administration 
was already planning to sue China over the Reed Bank incident to the 
“International Tribunal for the Law of the Sea.” 

Aquino and del Rosario misinformed the nation, portraying 
the Chinese action against the MV Veritas Voyager as sudden and 
unexpected, even implying that it was an intrusion into Philippine 
sovereign territory. 

The reality is that the Aquino government completely ignored 
China’s objections to the authority given to the oligarchic trio to explore 
and extract hydrocarbons in the  Reed Bank. It also ignored the earlier 
desire of the Arroyo government to pursue joint development with the 
Chinese, until the tycoon Razon convinced it otherwise.
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On February 22, 2010, China in a note verbale22 expressed “its 
strong objection and indignation” to  the Philippine government’s 
authorization on February 15, 2010 for Forum Energy to undertake 
exploration and extraction of gas and oil in the Sampaguita Field 
in the Reed Bank, technically called Service Contract 72. Since 
2002, Forum Energy only had a GSEC, a limited authority for 
exploration, not for extraction of hydrocarbons in the area.23 In 
what presaged future developments, the note verbale said the 
Philippine move would “jeopardize peace and stability in the 
South China Sea.” 

The note verbale pointed out: “The act of the Philippine side has 
seriously infringed upon China’s sovereignty and sovereign rights 
and goes contrary to its commitments on the South China Sea issue 
and to the maintenance of peace and stability in the South China. It 
is illegal, null and void.”

This was followed by another diplomatic note24 a few weeks later on 
May 13, 2010, which urged the Philippines to “immediately withdraw 
the decision to award [the] Service contract.”

China in that note claimed that “in 2007, 2009 and February 
2010, former Foreign Affairs Secretary Romulo conveyed to China 
that the Philippines will not grant to Forum Energy the conversion 
of the GSEC 101 into a service contract. Secretary Romulo said 
that GSEC 101 will not be an issue in PH-China relations.” The 
Philippines reneged on this commitment when the energy 
department under Angelo Reyes converted GSEC 101 into a service 
contract in February 2010. 

  This author cannot find any record of the foreign affairs department 
replying in 2010 to China's protest against the granting of the Service 
Contract No. 72 (SC 72) to Forum Energy. 

The Philippine government replied to the Chinese note verbales 
only a year later, in its own April 4, 2011 diplomatic note – after 
China made good its threats and drove  away the MV Veritas Voyager 
from Reed Bank.

In that communication  it said that the Philippines has “exclusive 
sovereign rights over the Reed Bank” since it is within the country’s 
“200 M EEZ and 200 M Continental Shelf.”  
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It is inexplicable why First Pacific went ahead with its exploration 
work in the Reed Bank and why the Aquino government gave it 
permission to do so despite China’s vehement objections to such plans 
a year before, and without undertaking any bilateral talks with the 
Chinese government over their objections.  

Reed Bank had always been the flash point for serious rows between 
the Philippines and China since the 1970s. The country’s disputes 
with China have been all about the Reed Bank, because it is where 
hydrocarbon deposits of commercial scale are thought to be located.

Aquino and his officials, especially his foreign affairs secretary 
del Rosario, pretended total amnesia over the fact that exploration 
activities for hydrocarbons in the Reed Bank in 1976 by a consortium 
of Filipino and foreign companies (as discussed in detail in an earlier 
chapter) were vehemently protested by China, Vietnam, and Taiwan, 
such that then president Marcos aborted those projects.

The Philippine foreign affairs department, as well as its energy 
department since the Marcos era, are very much aware that China has 
been adamant in its stand that only China has the right to authorize 
any company to explore and develop hydrocarbon wells in the Reed 
Bank, which it considers part of its Nansha island group. 

This message was strongly sent in 1995 when it retaliated to the 
Philippines’ grant to Alcorn Petroleum for an exploration authority 
in the Reed Bank by occupying Mischief Reef,  the first time since 
1988 it occupied another feature in the Spratlys. Conflicts with 
Vietnam all involved that country’s attempts at exploring or extracting 
hydrocarbons in other parts of the South China Sea.

So why did First Pacific go ahead with its Reed Bank project despite 
China’s warnings it would not hesitate stopping such “violation of its 
territory”?  Why did the Philippine government give it permission to 
do so, especially in a period when China was emerging as a superpower 
and had built up its blue-water Navy and Coast Guard to enforce 
China’s claims in the South and East China Sea?

One very compelling reason is, of course, the allure of the billions 
of pesos in profits to be had if Forum Energy becomes a major 
hydrocarbon producer. “We will replace Malampaya,” First Pacific’s 
CEO Pangilinan had boasted. The Malampaya Gas Field is estimated 
to run out of gas by 2024. In its April 2005 report25 Forum Energy 
claimed that one big advantage of its Reed Bank project is that gas 
extracted there could be cheaply brought to the mainland using  
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Malampaya’s existing pipeline to Batangas. 
Although announced only in April 2012, First Pacific may have 

been informed earlier that Forum Energy raised its past estimates to 
report that Sampaguita Gas Field had 4.69 trillion cubic feet of gas 
and 114 million barrels of oils and liquid. That’s twice the 2.6 trillion 
cubic feet reserves at Malampaya gas field, in comparison, when it was 
discovered in 1992. 

However, the then energy secretary Rafael Lotilla was skeptical 
of Forum’s claims. “Their statements obviously jacked up their share 
prices in the stock market,” he told this author.

Whether they were reporting facts or simply jacking up prices can 
be known, of course, if a full exploration of the Sampaguita Field is 
done, which now seems unlikely given the current state of China-
Philippines relations. 

First Pacific’s long-term plan apparently was to build its own power-
generation plants, which the new Reed Bank field would supply with 
gas – just as Malampaya is now supplying fuel to five power generators. 

The Hong Kong-based firm started to acquire Meralco in 2008 
and by 2012, First Pacific’s Global Business Power Corp. now runs six 
power plants in the Visayas region and Mindoro island. 

The most important factor for the Aquino administration and 
the First Pacific’s decision to go into the Reed Bank and defy China 
may have been the US government’s revitalized policy to contain 
China’s rise as a hegemon in Asia, under the guise of Obama’s 
“Pivot to Asia” policy. 

Aquino and First Pacific’s owner Salim may have thought they 
would have America’s solid backing for its project to explore and 
develop hydrocarbons in the Reed Bank. This after all would serve 
to weaken, or appear to weaken, China’s influence in the South 
China Sea. 

The US “Pivot to Asia” became a buzz term popularized by the 
American press when State Secretary Hillary Clinton in October 
2011used that term in a November article in Foreign Policy magazine 
entitled “America’s Pacific Century.” 26 However, talk of such an 
American policy shift had been circuiting in diplomatic circles since 
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2005, when the George W. Bush administration assigned an additional 
aircraft carrier to the Pacific and the Pentagon announced that it would 
deploy 60% of U.S. submarines to Asia.

As Kurt Campbell – Clinton’s Assistant Secretary of State for East 
Asian and Pacific Affairs – wrote in his book The Pivot: “Clinton’s 
article describing it had emerged from intense consultation among the 
secretary and her core team at the State Department that had been  
informed by years of quiet conversations with sage counterparts across 
Asia and astute Asia watchers here in the United States.” 

There is one person very close to First Pacific who would have 
been privy to such a shift in US policy, who may have  exaggerated 
American determination to implement it to the extent of defending  
Philippine claims to the Reed Bank: del Rosario, who had been Manila’s 
ambassador to Washington from 2002 to 2006. 

Del Rosario has been as close to First Pacific and its main owner 
Salim as much as the conglomerate’s CEO Pangilinan was. 

In the 315-page book Rock Solid on the arbitration suit Carpio 
most probably commissioned, del Rosario was mentioned  117 times, 
portraying him as the heroic central figure in the fight against the 
superpower. But there is not a single mention in the book that he had 
been a top executive of First Pacific, whose gas extraction project in 
the Reed Bank triggered the Philippines’ antagonism against China as 
well as its arbitration suit against it.  

Del Rosario’s post as foreign affairs secretary and his being a close 
associate of the conglomerate that owned Forum Energy was a clear 
conflict of interest. However, given the Aquino regime’s tight control 
of media during his term, this very serious issue wasn’t raised at all. 

A very valid question that the media should have asked del Rosario 
during his term is this: Is the hostile foreign policy against China that 
you crafted, motivated by the need to help First Pacific advance its 
ambitious gas project? 

It would be only after the Aquino regime had ended that he would 
be asked in a television interview in July 2016 to comment on his 
conflict-of-interest situation. Del Rosario answered in that infamous 
“what’s-good-for-General-Motors-is-good-for-the-USA”27 manner: “I 
was working for the country. If Manny (Pangilinan) benefited from 
that... the whole nation will benefit.”

Del Rosario most likely explained to Salim and Pangilinan that 
the US’ new “Pivot to Asia” policy, and its aggressive stance against  
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Forum Energy claims that gas from its Reed Bank well (SC 72 or Service Contract 
72) could be cheaply brought to Luzon since it is close to the Malampaya Gas Field’s 
pipeline. (Map from Forum Energy April 2005 report.)
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China means that it would very actively back First Pacific’s project to 
extract gas in the Reed Bank despite the superpower’s  long-standing 
objections. He may even have  probably cited his meetings with US 
State Secretary Clinton as his basis for such an assessment. 

A businessman nearly all his life, del Rosario probably was 
ignorant of the fact that the Chinese viewed its claims in the South 
China Sea as a matter of its pride as a nation, since these islands were 
lost only because of its “Century of Humiliation” by Western and 
Japanese imperialists. 

Del Rosario’s statements on the controversy to this day demonstrate 
either total ignorance or non-recognition, pretended or not, of the 
crux of the dispute, which is the following: China claims the Spratlys 
as sovereign territory, while the Philippines’ has been asserting only 
sovereign rights on grounds that it is within its EEZ.  Indeed, many of the 
serious incidents between China and Vietnam involved  the assertion 
of one country’s sovereign claims against the other’s attempts to explore 
for gas and oil in the Spratlys, whether in the form of deployment of oil 
rigs or licensing companies to explore for hydrocarbons. 

China’s adamant stance that it would not allow a unilateral 
development of hydrocarbon resources in the Reed Bank was the real 
reason why the Philippines filed its suit against China in January 2013.

Indeed, the International Crisis Group – known for its deep connections 
with policy makers all over the world pointed out in its briefing:

“In March 2011, two of its law enforcement vessels forced a survey 
ship doing seismic studies away from the Reed Bank. Manila explored 
legal recourse and in January 2013 began arbitration proceedings 
against China.”28

The filing of the suit, however, was delayed to January 2013, because 
of cooler-headed minds in Aquino’s regime – especially the veterans at 
the foreign affairs department – who advocated bilateral negotiations 
with Beijing, rather than an outright confrontation through a suit. 

However, as another International Crisis Group report very 
revealingly pointed out: “Members of the Manila policy establishment 
who supported bilateral engagement with Beijing lost influence after 
a mid-2012 standoff that began with the Philippines trying to arrest 
a group of Chinese fishermen and ended with China seizing control 
of the Scarborough Shoal.”29 Del Rosario himself has said that the 
loss of Scarborough was the “catalyst” for Manila’s decision to file the 
arbitration suit against China.
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Aquino, del Rosario, Salim, and the US were naïve in thinking that 
the Chinese will be sitting idly by as the Philippines waged what they 
saw as an American-crafted “lawfare” against China and that it would 
comply with the decision of an arbitral panel, arrived at through a 
process it had refused to participate in or recognize.  

With Reed Bank’s history as a flash point in Philippine-China 
diplomatic relations, it is  astonishing why an obscure firm like Forum 
Energy Plc, listed in London’s Alternative Investment Market that was 
for small firms, dared to continue its planned exploration of Reed Bank, 
totally ignoring China’s vehement protests in the past. It is bewildering, 
too, why the Aquino government gave it its full backing to the enterprise, 
to the extent of damaging Philippine-China relations and totally ignoring 
its negative impact on trade and investments with the Asian superpower.

The explanation is that first, Forum Energy came to be owned, 
through several corporate layers, by one of the Philippines’ and 
Southeast Asia’s biggest conglomerates, the Hong Kong-based First 
Pacific. Starting with its acquisition of Philippine Long Distance 
Telephone Co. in 1998, First Pacific built a corporate empire in the 
Philippines consisting of power, media, and infrastructure enterprises. 

First Pacific is about 50% owned by the Indonesian tycoon 
Anthoni Salim who tightly controls it. The rest of its stockholdings 
are held by American and European funds, each owning not more 
than 2% of the company’s shares. 

In September 2006, Forum Energy Plc, which had the exploration 
rights in the Reed Bank’s so-called Sampaguita Field – the same site 
believed to have vast quantities of oil and gas in the early 1970s, but 
which was abandoned – reported that its new three-dimensional data 
acquired in 2005 and interpreted “by independent consultants, Count 
Geophysics Limited” indicated commercial-scale hydrocarbons that 
could be bigger than the Malampaya oil field.  

Early 2007, a mysterious company, Asian Coast International, 
bought 17% of the shares of FEC Resource, which owned Forum 
Energy. “Mysterious” in the sense that this author cannot find any 
information on the firm, except for sparse data reported in the so-
called “Panama Papers,” a huge database on companies and trusts 
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set up in tax havens, and leaked to the International Consortium of 
Investigative Journalists. 

In that consortium’s website, Asian Coast International was reported 
as having registered in the British Virgin Islands and linked to Hong 
Kong, so it is not inconceivable that it is an investment vehicle of the 
Hong-Kong based First Pacific. According to a Forum Energy March 
2020 report, Asian Coast International still has that 17% shares in the 
company; the other stockholder being the mother firm First Pacific. 

In December 2007, Philex Mining Corp., majority owned by a 
subsidiary of First Pacific purchased the 55% controlling stocks of FEC 
Resources, which owned 28% of Forum Energy. 

In July 2008 and September 2008, Philex Petroleum Corp. – 
a subsidiary set up in 2007 by Philex Mining – acquired 31% of 
Forum Energy. 

This made Philex the controlling stockholder of Forum Energy with 
51% holdings, through its direct holdings in the firm and indirectly 
through FEC Resources. 

This stake was increased in 2009 to 65% holdings, which cost a total 
of P517 million. (Philex Petroleum was renamed PXP Energy in 2011, 
and built up its shares in Forum Energy to 78%, with  the last increase 
of 1.6 percentage points made in August 2020.) 

With Forum Energy acquired by Philex Mining — at that time 
controlled by an investors’ group led by former Marcos official and 
Hong Kong-based tycoon Roberto Ongpin — the only way for First 
Pacific to get control of the oil exploration firm was to purchase the 
mining firm itself, which as it turned out was at such a steep cost.  

Starting December 2008, the First Pacific conglomerate took 
control of Philex Mining, when its Asia Link B.V. accumulated 31.5% 
of its shares in the open market at an average P8 per share. 

First Pacific’s bid to take control of Philex was a highly publicized 
episode, as it was a rare takeover bid that involved billions of pesos.     

From just P8 per share it paid for in 2008, First Pacific had to buy at 
P21 per share for another 9.2% of the firm’s stocks in December 2009.  

Despite media’s blow-by-blow reportage of First Pacific’s efforts 
to take control of Philex Mining, there was no report at all that one 
motivation for the conglomerate’s keen interest in the firm could be 
the fact that Philex Mining starting end-September 2008 had acquired 
Forum Energy, which as it were, might have already discovered 
substantial oil deposits in the Reed Bank. 
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Pangilinan’s explanation for his conglomerate’s mad dash for Philex 
Mining was only in vaguely general terms: “First Pacific decided to go 
into natural resources because we strongly believe that the Philippine 
mining industry has tremendous potential for growth given the 
country’s known but still largely undeveloped mineral deposits.”  

From November 2008 to January 2010, First Pacific bought shares 
from different groups to solidify its control of Philex Mining to 46% of 
its shares, spending $571 million, equivalent to P25 billion at that time.   

What also made Forum Energy an attractive buy in 2008 was Forum 
Energy’s agreement  in August 2007, finalized early 2008, for Filipino-
firm Monte Oro Grid Resources to take a 30% interest in SC 72. 

According to FEC Resources’ 2009 annual report, Forum Energy 
“benefited from an immediate cash payment of $1.7 million,” proceeds 
of which could fund its exploration work. Monte Oro also committed 
to “assist in obtaining all regulatory approvals for the conversion of 
GSEC 101 into a Service Contract.”

Forum Energy chief executive Russel Harvey in a statement issued 
at that time said: “We are very pleased to have signed this Agreement 
with Monte Oro which we are confident will assist us in a timely 
conversion of the Service Contract.” 

Indeed, the conversion of the limited contract into a full-scale 
extraction of hydrocarbons was probably the biggest benefit of 
Monte Oro’s entry. Monte Oro was owned by container-port and  
casino tycoon Enrique Razon, known to have had vast influence in 
government circles. 

Right after Forum Energy got a verbal agreement in August 2007 
for Monte Oro to take a stake in SC 72, Razon lobbied intensely with 
government for the conversion of the GSEC into a service contract. 

The Department of Energy under Secretary Angelo Reyes (who 
passed away in 2011) even wrote Forum Energy that the service 
contract will be issued in August 2008. It was considerably delayed 
because of opposition from the Department of Foreign Affairs headed 
by secretary Alberto Romulo. 

Romulo had committed to China that such conversion will not 
be done, and therefore ignored the DOE’s requests to give it his 
imprimatur for the grant of the service contract to Forum Energy.  

However, the  DOE issued the service contract anyway without 
clearing it with the DFA on February 10, 2009, a few months before 
Arroyo’s term ended. 
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Energy secretary Reyes, who had been the Armed Forces Chief 
of Staff during both the Estrada and Arroyo administrations, was 
exceedingly gung-ho over the service contract, and even declared in a 
press conference: “If it’s within the EEZ, then the government has the 
authority to engage in the exploration, development and utilization 
of natural resources and enter into any kind of arrangement in areas 
within its limits or borders,” he said. 

That view does not recognize that a territorial dispute between the 
two countries exists.   China claims the Spratlys where the Reed Bank 
is located, is an archipelago that is its sovereign territory. It claims 
that sovereignty over a territory, whether land or waters, is superior 
to the sovereign rights given to a coastal state’s EEZ.  The Philippines 
however claims that a submerged feature such as the Reed Bank cannot 
be appropriated by any state, according to UNCLOS. 

After First Pacific took almost complete control of Forum Energy 
two years later, the conglomerate lent it $10 million for its exploration 
work. Forum Energy then contracted the Singapore-based MV Veritas 
Voyager to undertake more seismic surveys in the Sampaguita Field, 
to determine with more precision the hydrocarbon deposits it claimed 
in 2006 existed in vast quantities.

When it did sail to the Reed Bank, three China Marine Surveillance 
ships intercepted it and shooed it away on March 2, 2011, which lit the 
fuse for the China-Philippines conflict.
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