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Preface

2018 is the first year to witness the effectiveness of
vigorously enhancing oil & gas exploration, and of accelerating
the construction of systems for the production, supply,
storage and marketing of natural gas. It is also the key year
for deepening the reform of domestic oil & gas system and
mechanism. Meanwhile, the year of 2018 witnessed avolatile
international geopolitical situation and development. The world
energy landscape continues to undergo profound changes, which
tests our capability and determination to safeguard national
energy security.

Over the past year, all departments, local governments and
oil & gas enterprises have faithfully implemented the decisions
and deployment of the Central Committee of the Party and
the State Council. They have resolved problems with force
and tenacity as a hammer drives a nail and come up against
difficulties to reinforce top-level design, strengthen common
energy guarantees, enhance policy support, optimize major
industry landscape and promote key projects. The construction
of the system of natural gas production, supply and storage have

reached a new stage. The annual consumption of natural gas has



again reached an all-time high, and gas consumption during the
peak period in winter has been effectively guaranteed.

For the next step, we will focus on the present, plan for
the long-term, face the problems directly and deal with them
properly, adhere to the strategic positioning of natural gas as
one of the main energy sources, consolidate the foundation of
the production, supply, storage and marketing system, promote
the high quality and stable development of natural gas, and

ensure national energy security.
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1. Global Natural Gas Development
Status in 2018°

Driven by market demand and technological innovation,
North America led the steady growth of global natural gas
at both supply and demand in 2018, while the supply and
demand of the international natural gas market remained to be
loose. Natural gas consumption in the Asian-Pacific region,
especially in China, has consistently increased, and the overall
consumption center has continued to move eastward. The
number of dominant entities in the international liquefied
natural gas(LNG) exchange market has increased, and the spot
trading of LNG in the Asia-Pacific region has become more
active. The construction of China’s natural gas production,
supply and storage system has been steadily promoted. Policy
mechanism, major industry landscape and key projects have
been implemented gradually. The demand of gas during the peak

period in winter has been effectively guaranteed.

@ The reserves,production, consumption and trade volume data in this chapter are mainly from the BP
Statistical Review of World Energy. The natural gas liquefaction capacity and project data come from
IHS. The domestic natural gas reserves data are from the National Oil and Gas Reserves Bulletin (2018)
of the Ministry of Natural Resources. The domestic natural gas production data come from the National
Development and Reform Commission and the National Bureau of Statistics. The natural gas import data
are from the General Administration of Customs.
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(1) Development Status of Natural Gas in the
World

In 2018, the supply of natural gas in the world continued to
grow rapidly. LNG trade has been more than ever to promoting
the integration of world markets in an accelerated pace. The
“Asian premium” is tending to ease. The trade patterns have
become more diversified with more flexible contracts, which
has provided more favorable conditions for the import of natural
gas resources.

The world natural gas exploration continued to make
breakthrough with fast growth in gas supply. By the end of
2018, the remaining recoverable reserves of natural gas globally
were 197 trillion cubic meters, with a reserve-production ratio
of 51. Great breakthroughs were reached in the exploration of
offshore and onshore deep natural gas. There were significant
natural gas discoveries in the Russian Arctic South Kara Sea
Basin, Eastern Mediterranean reef limestone, South African
deep-water turbidite sandstone, and Oman onshore deep layers.
In 2018, world natural gas production reached 3.87 trillion cubic
meters, up 5.2% year-on-year, and the growth rate increased by
1.2 percentage compared to last year. North American natural
gas production was 1053.9 billion cubic meters, up 9.6%;

Middle East production was 687.3 billion cubic meters, up 5.7%;



PEXASARERS (2019)

Russia-Central Asia production was 831.1 billion cubic meters,
up 5.3%. In 2018, the liquefaction capacity of natural gas in the
world was 383 million tons per year, an increase of 7.8% year-
on-year. Five projects and seven production lines were put into
operation in the world, which accounts for an additional LNG
capacity of 31.15 million tons per year, mainly concentrated in
the United States, Russia and Australia.

Global natural gas consumption was growing rapidly,
and demand for natural gas in North America and the
Asia-Pacific region were high. In 2018, global natural gas
consumption was 3.85 trillion cubic meters, an increase of 5.3%
year-on-year. Regionally, natural gas consumption in North
America was1.02 trillion cubic meters, a 9.3% increase year-
on-year. Under the influence of weather, the demand for heating
and refrigerating gas in the United States continued to rise. In
2018, the consumption of natural gas in the United States was
817.1 billion cubic meters, up by 10.5% year-on-year. Because
of the mild winter climate and the increased use of wind energy
and nuclear power, the consumption of natural gas in Europe
was down by 2.1% from 2017 to 549 billion cubic meters. The
Asia-Pacific region was mainly driven by the rapid growth of
consumption in China, South Korea and India, resulting a 7.4%

year-on-year increase in natural gas consumption to reach 825.3
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billion cubic meters, up by 1.2 percentage points in the growth
rate.

The world natural gas trade continued to grow rapidly
and LNG trade continued to be active. In 2018, the volume
of global natural gas trade was 1.24 trillion cubic meters, up
by 9.0% year-on-year and 3.1 percentage in the growth rate.
The proportion of trade in total global natural gas consumption
reached 32.1%, up by 1.2 percentage year-on-year. Among
them, pipeline gas trade volume was 805.4 billion cubic meters,
up by 8.7% year-on-year and the growth rate increased by 5
percentage; LNG trade volume was 431 billion cubic meters, up
by 9.4% year-on-year, and the growth rate slightly decreased by
0.5 percentage points compared to last year.

Regarding the LNG export, Qatar’s LNG export volume
was104.8 billion cubic meters, ranking the first in the world,
followed by Australia, Malaysia, the United States and Nigeria
with ranking of second to the fifth places; Australia, the United
States and Russia were the top three in terms of increase in LNG
export. From the perspective of LNG imports, Japan, China and
South Korea ranked the top three in imports, and the top three
countries in increase in imports were China, South Korea and
India.

International Gas Union (IGU) statistics has revealed that
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the global LNG spot and short-term trading volume in 2018
were 99.3 million tons. The increment of source gas was mainly
accounted by the United States and Russia, largely flowing to
the Asia-Pacific region. According to Platt’s energy statistics,
there were about 350 LNG spot transactions in the Asia-Pacific
region in 2018, a number that is significantly higher than it in
2017 (255), which was mainly driven by substantial increase
in LNG spot purchases by end-users in China and India. The
forecasting results from IHS and other international authorities
have shown that, with the increasing liquefaction capacity
of natural gas around the world, the international natural gas
market will maintain oversupply in the next few years. As the
world’s natural gas accelerates towards the international market,
the global natural gas trade will remain active, especially the
LNG trade, accelerating the intercontinental price interaction,
and hopefully reducing the price gap in the international market.
However, due to the incomplete price pass through mechanism
of LNG terminals in Asia-Pacific and other places, the growth

trend of LNG spot price will be slowing down.

(2) Development Status of Natural Gas in China

In 2018, all departments, local governments and enterprises

earnestly implemented the developing decisions of the Central
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Committee of the party, strengthening the top-level design of
natural gas development and accelerating the construction of the
natural gas production, supply, storage and marketing system.
China 1s vigorously enhancing exploration and development
efforts, improving infrastructure layout in key areas,
accelerating the interconnection of pipeline networks, working
hard to overcome the shortcoming in gas storage capacity,
improving the market mechanism, strengthening supervision
and coordination, and ensuring emergency response. Annual
natural gas consumption increase reached a new record high,
while the gas demand in the winter peak period was effectively
guaranteed.

Natural gas consumption grew rapidly, and the daily
peak exceeded 1 billion cubic meters for the first time. In
2018, the apparent value of consumption of natural gas in China
was 280.3 billion cubic meters, with an increase of 17.5% year-
on-year growth rate, accounting for 7.8% of primary energy
consumption which is 0.8% higher than previous year; the daily
maximum consumption of natural gas was 1.037 billion cubic
meters, with an increase of 20% year-on-year growth rate. From
the perspective of consumption structure, industrial consumption
accounted for 38.6%; urban gas consumption accounted for

33.9%, gas used for power generating accounted for 17.3%
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and chemical industry gas consumption accounted for 10.2%.
Among these, industrial and urban gas consumption accounted
for the largest increase, with a total increase of 35.1 billion
cubic meters, accounting for 84% of the total annual increase.
From the perspective of regional consumption, the level of
natural gas consumption in all provinces has significantly
increased. In 2018, the consumption of natural gas in Beijing,
Tianjin and Hebei Province was 43.9 billion cubic meters,
accounting for 15.6% of the national natural gas consumption.
For the first time, the consumption scale of Zhejiang, Hebei,
Henan and Shaanxi provinces exceeded 10 billion cubic meters,
while the number of provinces with a consumption level of over
10 billion cubic meters increased to 10.

Vigorously enhancing exploration and development
ability, the annual growth of domestic gas exceeded 10
billion cubic meters for the second year. Since July 2018,
all parties have thoroughly implemented the decisions and
deployment of the Central Committee of the Party and the
State Council. Oil enterprises have earnestly assumed the main
responsibility of increasing oil and gas reserves and production.
Various departments and local governments at all levels have
provided synergies to vigorously enhance the abilities of oil and

gas exploration & development and have made phased progress.
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In 2018, China’s total capital investment in oil and gas
exploration & development was about 266.76 billion RMB,
with an increase of 20.5% year-on-year growth rate. Strategic
breakthroughs have been made in new areas of new regions.
There were a number of major discoveries of deep oil and gas
in Tarim and Junggar basins as well as natural gas in Bohai Sea.
The Natural gas and condensate reserve in Bozhong 19-6 gas
field are both over 100 million tons(oil equivalent), which is the
largest gas condensate field near Beijing, Tianjin and Hebei. In
2018, China witnessed an increase of about 831.2 billion cubic
meters of proven natural gas reserves, of which 389.2 billion
cubic meters were technically minable, 124.7 billion cubic
meters of proven shale gas reserves, of which 28.7 billion cubic
meters were technically minable, and 14.7 billion cubic meters
of newly proven coal bed methane reserves, of which about
4.1 billion cubic meters were technically recoverable. In 2018,
China’s natural gas production reached about 160.3 billion cubic
meters, an increase of 12.3 billion cubic meters year-on-year
at a growth rate of 8.3%. Among them, there were 10.9 billion
cubic meters of shale gas, 4.9 billion cubic meters of coal bed
methane and 3 billion cubic meters of coal-produced gas.

The volume of natural gas import have further

increased, and import pressure has continued to rise.
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Customs statistics show that China’s natural gas imports totaled
90.39 million tons in 2018, with an increase of 31.9% year-on-
year growth rate. Among them, the import volume of pressurized
natural gas was 36.61 million tons, up by 20.3% year-on-year,
accounting for 40.5% of the total import volume; the import
volume of LNG was 53.78 million tons, up by 40.5% year-on-
year, accounting for 59.5% of the total import volume. Australia
accounted for 42% of LNG source of imports, followed by
Qatar, Malaysia, Indonesia and other countries. In the heating
season of 2018-2019, LNG spot purchasing and selling pressure
of upstream enterprises unprecedentedly increased, with rush
purchasing of goods and stockpiling, which led to an increase in
period loss for the gas supply enterprises.

The infrastructure layout has been gradually improved,
and the work of connectivity has been continuously
promoted. The National Development and Reform
Commission issued Notice on Accelerating the Promotion of
Key Interconnection Projects of Natural Gas Infrastructure in
2018 (No. 257 (2018 ) of National Development and Reform
Commission) and Notice on Accelerating the Promotion of
Key Interconnection Projects of Natural Gas Infrastructure in
2019 (No. 1103 2018 ] of National Development and Reform

Commission) and Special Measures for the Management of
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Investment (Subsidy) in the Central Budget for the Construction
of Emergency Gas Storage Facilities in Key Areas(No.
1004 (2018 ) of the National Development and Reform
Commission),accelerating the interconnection of natural
gas infrastructure and capacity-building for gas storage. All
departments worked on the spot and coordinated vigorously. The
petroleum enterprises were hard-working and down to earth.
Major projects planning and site selections were made. The
problems of land use, sea use, environmental impact assessment
and safety assessment have been advancing effectively. During
the heating season of 2018-2019, the goal of adding 60 million
cubic meters per day for the “northward transportation of
southern Gas project” and other connection projects has been
achieved, which effectively guaranteed natural gas supply in
North China. By the end of 2018, the overall length of natural
gas trunk line has reached 76,000 kilometers, with a capacity
of 320 billion cubic meters per year. Before the heating season
of 2018-2019, the upstream gas suppliers had built up the gas
storage capacity of about 14 billion cubic meters, an increase
of about 1.7 billion cubic meters year-on-year. Among them,
the working gas volume of underground gas storage was
about 8.7 billion cubic meters, and the capacity of the LNG

storage tank was about 5.3 billion cubic meters. The National
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Development and Reform Commission and the National Energy
Administration issued Notice on Establishing Green Channel
for Oil and Gas Project Approval (No. 273 (2019 ] of National
Development and Reform Commission) further shortened the
project processing time. The industry standard of SY/T 7434—
2018 Approval Method of LNG Receiving Station Capacity was
promulgated. According to this standard, the capacity of the
largest domestic LNG receiving station exceeded 90 million tons
per year. During the peak period of winter gas consumption,
LNG receiving stations maximized their gas supply capacity
and aroused the enthusiasm of enterprises to ensure supply. In
addition, multimodal transport of LNG tankpliots was actively
promoted. By November 2018, 130 LNG tanks were transported
from Yangpu Port in Hainan to pilots in Longkou Port in
Shandong Province and Jinzhou Port in Liaoning Province. Tank
transportation by domestic rivers and railways was also actively

promoted.
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2. Opportunities and Challenges for
China’s Natural Gas Development

The Central Party Committee and the State Council attach
great importance to the development of the energy, especially
the oil and gas industry. In June 2014, General Secretary Xi
Jinping proposed a new energy security strategy of “four-
revolution and one-cooperative”. At present, the central
government has further systematically deployed to accelerate
the construction of natural gas production, supply, storage and
marketing system, vigorously enhance oil and gas exploration
& development, and build a multi-import system. The reform
of o1l and gas system and mechanism is also accelerating.
The development of China’s natural gas industry is facing an
important period of strategic opportunities. However, it should
be noted that the construction of natural gas production, supply,
storage and marketing system still has a long way to go, and the
problem of insufficient industrial coordination is still prominent.
It still faces serious challenges in the reform and innovation of

system and mechanism.
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(1) Major Strategic Opportunities

Top-level design and policy support are gradually
improved. From the two aspects of strengthening the
construction of the production, supply, storage and marketing
system and deepening the reform of the natural gas sector,
the State Council’s Several Opinions on Promoting the
Coordinated and Stable Development of Natural Gas (No. 31
(2018 ] of the State Council) has deployed 10 measures,
including strengthening domestic exploration & development,
improving diversified oversea supply system, and straightening
out the price mechanism of natural gas, and constructed the
overall framework for the coordinated and stable development
of natural gas in China. The Opinions on Accelerating the
Construction of Gas Storage Facilities and Improving the
Market Mechanism for Gas Storage and Peak Regulation
Auxiliary Services (No. 637 [ 2018 ] of National Development
and Reform Commission and National Energy Administration)
further clarified the verification of gas storage capacity, the
requirements for indicators and the division of responsibilities
among all parties. Notice on the Interim Measures for the
Administration of Special Funds for the Development of
Renewable Energy brought tight gas into the scope of financial

subsidies. The Guiding Opinions on Regulating the Installation
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Charges for Urban Gas Projects (No. 1131 [ 2019 ] of National
Development and Reform Commission, Ministry of Housing
and Urban-Rural Development, and State Administration for
Market Regulation) standardized the installation of urban
gas projects and strengthened the administration of project
installation charges. The Circular on Providing Further Clarity
on Issues Concerning Collection and Administration of Income
from the Transfer of Mining Rights (No. 11 [ 2019 ) of the
Ministry of Finance) laid the foundation for the reform of the
upstream oil and gas system. The pre-trial of marine use for
oil and gas projects was canceled. The marine use review and
environmental impact assessment were consolidated to a parallel
review, with clarified land use policy of “first temporary then
permanent” for oil and gas drilling, etc. Major offshore oil and
gas exploration & development projects have been included in
the green channel for environmental assessment and approval.
The institutional reform has progressed steadily.
The National Development and Reform Commission and the
Ministry of Commerce promulgated the Special Management
Measures (Negative List) for the Access of Foreign Investment
(2019), abolishing the constraints of “only joint ventures and
cooperation are allowed for the exploration & development

of oil and gas (including coal bed methane, excluding oil
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shale, oil sand, shale gas, etc.)” and “gas pipeline network
construction and operation must be controlled by the Chinese
side in cities with a population of over 500,000”. The review
and approval system for oil and gas field development projects
with foreign cooperation has been changed to the recordation
system. To urge enterprises to speed up the internal circulation
of mining rights, break the territorial boundaries of enterprises,
and form a benign competition, the oil and gas companies
have completed 18 internal circulation of mining rights,
involving an area of 202,000 square kilometers since 2018.
To break down corporative barriers and promote cooperation
innovation among central enterprises in the mode of “keeping
mining right with joint research, cooperation and sharing”, 11
cooperation agreements have been signed, covering a mining
area of nearly 90,000 square kilometers, with efforts to strive
for breakthrough in scaled up explorations in some key regions
with great potential. The Central Committee has reviewed and
approved the Opinions on the Reform and Implementation of
the Operation Mechanism of Oil and Gas Pipeline Networks.
The establishment of state-owned oil and gas pipeline network
company with diversified investment entities has entered the
substantial operational phase. The Measures for the Supervision

and Administration of Fair Opening of Oil and Gas Pipelines
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Network Facilities (No. 916 (2019 ] of Development and
Reform Commission, Ministry of Housing and Urban-Rural
Development, State Administration of Market Supervision,
and National Energy Administration) was issued to reinforce
the institutional foundation, basic principles, solutions, and
regulatory measures for fairness and openness. The National
Development and Reform Commission issued the Notice on
the Rationalization of Gate Price of Residential Gas (No. 794
(2018 ) of National Development and Reform Commission)
realized the gate price “consolidation” of residential and non-
residential gas. In addition, Shanghai Petroleum and Gas
Exchange and Chongqing Oil and Gas Exchange have actively
carried out relevant innovations in domestic natural gas trading
products and trading modes.

The coordinated and stable development will continue
to be strengthened. In order to implement the decision and plan
deployed by the Central Party Committee and the State Council,
departments, localities and enterprises have cooperated closely
to promote the continuous and in-depth construction of the
natural gas production, supply, storage and marketing system.
The construction of natural gas production, supply, storage and
marketing system should be integrated into the inter-ministerial

coordination mechanism of coal, electricity, oil and gas
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transportation and guarantee to strengthen the overall planning.
The National Development and Reform Commission and The
National Energy Administration organized special workshop
and established a coordination mechanism for weekly meetings
to discuss and solve major problems. Local governments at all
levels have taken the initiative to set up provincial coordinating
bodies to strengthen the coordination of major projects and
issues. Related enterprises assume the responsibility, actively
accelerate the construction of the project and make every effort

to ensure the stable supply of natural gas.

(2) Current Major Challenges

The rising natural gas import puts pressure to energy
security. In 2007-2018, China’s natural gas consumption grew
at an average annual rate of 19.07 billion cubic meters, and
natural gas production grew at an average annual rate of 8.28
billion cubic meters. The supply gap continued to expand, and
natural gas imports grew at an average annual rate of 10.79
billion cubic meters. In particular, the decline in international
oil prices in 2014 has led to a decline in domestic exploration
and development investment, and more needs to rely on imports
to fulfill consumption.

Ecological protection puts higher demands on the
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high quality development of natural gas. The oil &gas
resource rich areas, the important ecological function areas and
ecologically sensitive and fragile areas have subjectively spatial
overlap. In addition, the current regulations and policies lack
the detailed regulations on the classified controls and measures
over production and construction activities in environmentally
sensitive areas. The oil & gas production activities in
environmentally sensitive areas are restricted.

Insufficient gas storage capacity and unsmooth market
mechanism have become two major shortcomings restricting
the development of the industry. With the accelerated
construction of natural gas production, supply, storage and
marketing system and the issuance of policy documents on gas
storage and peaking, the construction of gas storage facilities
has begun to form concentrated force. However, due to the long
construction cycle of underground gas storage and LNG storage
tanks, it 1s expected that meeting the natural gas storage capacity
will continue to be under pressure. With the gradual opening of
the system reform, the “rapid development stage” and “painful
reform stage” of the natural gas industry are overlapping, in
addition with the imperfect supporting policy, resulting fiercer
and fiercer game of interest among the upstream, midstream and

downstream sectors.
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3. Promoting High Quality Development
of Natural Gas in China

Developing natural gas into one of China’s main energy
sources 1s a crucial part of the national energy strategy of
building a clean, low-carbon, safe and efficient energy system.
China will adhere to the exposition of the implementation of
General Secretary Xi Jinping’s new strategy on energy security
as the fundamental principle to promote the exploration and
development. Emphasizing on constructing natural gas pipeline
networks, remedying the shortcomings of gas storage during
peak loads and speeding up the reform of the market system,
China will promote the construction of natural gas supply,
storage and marketing system, and strive to achieve coordinated,

stable and high-quality development of natural gas.

(1) Prospects of Natural Gas Development in the
Future

From the international trend, natural gas accounts for 23%
of the world’s energy consumption structure, and will continue
to be the only fossil energy source to grow in the future.

International Energy Agency (IEA), BP and other organizations
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predict that natural gas will surpass coal to become the second
largest energy source in around 2035. Based on the domestic
situation, China’s economy and society has developed steadily,
driving the continuous growth of energy demand. Natural gas
always plays an important role in China’s energy revolution. It
is estimated that China’s natural gas consumption will continue
to grow by 2050. With the continuous maturity of natural gas
consumption market, the future industrial fuel, urban gas and

power generation gas will be the three major pillars.

(2) Plot Major Layouts for the Construction
of Natural Gas Production, Supply, Storage and
Marketing System

First, efforts should be contributed in building a
base for natural gas production in Sichuan Basin. Sichuan
Basin is a “double enrichment”gas area of conventional and
unconventional gas, and they account for 23% and 26% of the
whole country, respectively. By increasing the exploitation of
deep gas, tight gas and shale gas, natural gas production will
account for about one third of the total domestic production in
the future, and the shale gas may surpass the conventional gas
to become the main gas source. As Sichuan Basin has dense

population and sensitive ecology environment, it is necessary to
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solve problems like how to safeguard the land, and ensure the
security of exploitation while some production areas overlap
with environmentally sensitive areas. Meanwhile, China will
ensure the planning and layout of natural gas transmission
channels in Sichuan Basin.

The second is to make every effort to forge the natural
gas production areas in Ordos Basin and Xinjiang. The
Ordos Basin and Xinjiang (mainly Tarim Basin) have similar
natural gas reserves, accounting for 17% and 21% of the country
total gas reserve respectively. By strengthening the exploitation
of tight gas and breaking through the technical bottleneck of
Lacustrine shale gas development in Ordos Basin as well as
promoting the exploration and development of deep and ultra-
deep reservoirs and complex carbonate reservoirs in the Tarim
Basin, the future production will hopefully reach a new level.

The third is to make every effort to forge offshore
natural gas production bases. The gas resources in the Bohai
Sea, the East China Sea and the northern South China Sea alone
account for 15.6% of the total domestic resources. Restricted by
many factors, the progress of the exploitation and development
i1s slow. In the future, the coordination and promotion will be
strengthened to resolve conflicts of offshore exploitation and

further accelerate the pace of production.
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The fourth is to strive for a thriving situation in
unconventional natural gas exploration and development. At
present, the commercial exploitation of shale gas is limited to
the middle and shallow layers of Sichuan Basin. Breakthroughs
in the exploration and development of shale gas outside Sichuan
Basin can contribute to an increase in the shale gas production
by around 10 billion cubic meters. In the future, the focus will
be on the Qinshui Basin in Shanxi Province and Ordos Basin
to enhance the effort of coal bed gas resource exploration and
development, striving to break through the annual production of
coal bed methane by 10 billion cubic meters as soon as possible.

The fifth is to accelerate the construction of regional
underground gas storage clusters. China’s existing gas reserve
1s equivalent to 5.7% of annual consumption while the world
average level is 12%-15%. At present, building gas storage
facilities is constrained bymany factors, such as the difficulty
in location planning, land use, and attaining a breakthrough in
the profit model. The next step is to focus on building regional
underground gas storage clusters around natural gas production
areas and import channels, in order to solve the problem of
land use for key gas storage, and at the same time, to establish
and improve relevant market mechanisms and gain more policy

support, so as to make the investment of gas storage facilities
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have reasonable returns and sustainable operation.

The sixth is to build LNG gas supply guarantee system
in the Bohai rim region.On the basis of further improving
the pipe network system in the Bohai Rim region, a number
of LNG terminals will be built based on the existing port area
layout to enhance the multi-source protection and anti-risk
capability of natural gas in the northern region, especially in
the Beijing-Tianjin-Hebei region. The environmental protection
requirements of the region are strict, and it is necessary to give
strong support in the aspects of reclamation and environmental
protection policies, and land use and sea security to ensure that
the project will be implemented on schedule.

The seventh is to develop alternative energy sources in
an orderly manner. Developing coal-produced gas industry is
an important way to enhance domestic natural gas supply based
on domestic energy resources and national conditions. On the
basis of the current coal-produced gas production capacity,
efforts should be put in strengthening the supervision for the
construction of demonstration projects included in the plan and
promote the implementation of strategic technical reserves and
capacity reserves. The support is focused on developing clean
heating mechanisms using biogas in rural areas of northern

China, striving to achieve breakthroughs in the national
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production of biogas.

The eighth is to rationally distribute import gas sources
and channels. Effort will be put on accelerating the promotion
of natural gas importing countries (regions), transportation
modes, import channels, cooperation models and participation of
entities. Enterprises are encouraged to “go abroad”and actively
participate in the exploitation and development of international
gas resources and the investment and operation of international

LNG liquefaction projects.

(3) Strengthen Supporting Policies and Measures
and Build a Complete Natural Gas Production, Supply,
Storage and Marketing System

The first is to increase the policy support for increasing
reserves and production.The special petroleum proceeds
should be abolished or the threshold should be raised, and oil
and gas exploration risk fund should be continued . Preferential
policies of resource tax reduction and exemption should be
continued in the areas of heavy oil, hyper-freezing point crude
oil, high sulfur natural gas, and tertiary oil recovery, etc.
Supported policies for the base gas of gas storage should be
implemented.

The second is to deepen the reform of the oil and gas



PEXASARERS (2019)

system. Market competition in the area of exploration and
development should be strengthened. A system of competitive
transfer of exploration blocks need to be implemented. Relevant
mining rights transfer should be open to eligible market
entities, publicly and fairly. Unified planning of national natural
gas pipeline network will be reinforced, with accelerated
infrastructure construction. Determine the tariff of pipeline
transportation reasonably and reduce the intermediate links of
gas supply. Seasonal price differential policy will be promoted.

The third is to intensify efforts to tackle key scientific
and technological problems. Focusing on the current and
frontier technology related to unconventional, offshore and
land-deep exploration and development, next generation of oil
and gas geological research and exploration risk assessment,
and enhanced oil recovery, independent research should be
intensified along with the introduction, digestion and absorption
of international cutting-edge technology and experience, to give
full play to the supporting role of science and technology in oil
and gas exploration and development.

The fourth is to improve the business environment in
the resource development areas. The relevant regions should
increase support for facilitating the approvals of enterprise

projects. Guidance and coordination should be put forward in



£5." (China Natural Gas Development Report (2019)

relevant regions to solve the contradictions between ecological
environment protection, cultivated land protection, ecological
red line delimitation and oil and gas development as a whole
for major state projects such as oil and gas exploration and
development, gas storage, pipelines, etc. Through the working
principles of “five distinctions”such as“distinguishing solid ore
from oil & gas, exploration from development, oil from natural
gas, protection area first from mineral right first, and different
protection types”, the related work of oil and gas exploration
and development in environmentally sensitive areas will be
promoted.

The fifth is to rationally optimize the gas consumption
structure. On the basis of guaranteeing gas supply for people’s
livelihood, industrial gas usage should be implemented
in accordance with the requirements of “interruptible
consumers first, steadily advancing ‘vehicle and ferry gas
usage’, moderately developing power generation and strictly
controlling chemical gas consumption”. Differentiation should
be emphasized in natural gas power generation, promoting
peak shaving and distributed projects in the near future, and
cogeneration and multi-energy complementarity in the medium
and long term. Heat calorific value measurement will be actively

promoted with development in building energy conservation,
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and strengthened propaganda and guidance on gas saving.

The sixth is to promote the market-oriented reform of
natural gas prices. The price of the competitive links of natural
gas sector will be gradually liberalized to reduce the cost of
energy usage of enterprises. The improvement of regulation
and supervision will be accelerated with information disclosure
system. Differentiated pricing policies such as seasonal price
differentials and interruptible gas prices will be implemented to
promote peak cutting and valley filling, and guide enterprises to
increase their capacity for gas storage and seasonal adjustment
in low and peak seasons. The price supervision in natural
gas transmission and distribution links will be strengthened
to effectively reduce the excessively high transmission and
distribution prices in provincial areas, to gradually build a

highly efficient natural gas market system.
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Concluding Remarks

2019 is the fifth anniversary of the implementation of
General Secretary Xi Jinping’s new energy security strategy of
“four-revolution and one-cooperative”. It is also the key year
for the constrw\xé‘ion of natural gas production, supply, storage
and marketing. China’s natural gas will keep being in a period
of rapid development for 2019. It is estimated that the apparent
consumption will be around 310 billion cubic meters, an
increase of around 10% year-on-year.We must adhere to General
Secretary Xi Jinping’s important exposition on the new strategy
of energy security, carry forward the spirit of petroleum in the
new era, work with one heart and one mind to meet difficulties
and advance all kinds of work in a solid manner, to continuously
push forward the construction of natural gas production, supply,
storage and marketing system and the vigorous enhancement of
exploration and development work for high quality development
of natural gas.

We look forward to the release of the China Natural
Gas Development Report (2019) that will hopefully stimulate
discussion and exchange of ideas on the development plan of

natural gas industry, and jointly promote the natural gas reform


sunzhi
附注
产供储销体系，应加“system”
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to better serve the overall economic and social development.

Here, we sincerely thank all the relevant departments,
research institutes, industry associations, enterprises,
international organizations and many experts for their strong
support and help.

Thanks to the following people (sorted by surname and
strokes) for suggestions on the revision of the China Natural
Gas Development Report (2019) and contributions made during
the drafting process:

WANG Liansheng WANG Guoli WANG Xiaoqing

WANG lJie TIAN Ying SHI Yunqing
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LI Wei LI Lei YANG Jianhong
SHEN Xin CHEN Jindian JIN Shuping
ZHOU Shuhui ZHOU Peng JIANG Xiangqiang
GAO Anrong TANG Yongxiang TANG Jinrong



