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China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  

Self	
  Introduc(on:	
  
	
  

	
  -­‐	
  Tenured	
  poli(cal	
  economy	
  professor	
  at	
  Univ.	
  of	
  Alberta	
  
	
  -­‐	
  Tracking	
  Chinese	
  global	
  energy	
  &	
  resource	
  investments	
  
	
  -­‐	
  Organizer	
  of	
  Canada-­‐China	
  annual	
  energy	
  conference	
  since	
  2004	
  
	
  -­‐	
  The	
  Energy	
  Council	
  Special	
  Advisor	
  on	
  China	
  since	
  2005	
  
	
  -­‐	
  Seconded	
  to	
  Alberta	
  Dept.	
  of	
  Energy	
  2012-­‐2014	
  
	
  -­‐	
  Named	
  as	
  one	
  of	
  the	
  50	
  most	
  influen(al	
  people	
  in	
  Alberta	
  in	
  2014	
  
	
  -­‐	
  Advisor	
  to	
  government,	
  private	
  sector	
  on	
  China/Asia	
  projects	
  
	
  -­‐	
  Regular	
  media	
  interviews	
  (BNN,	
  CBC,	
  CNN)	
  &	
  op-­‐eds	
  
	
  -­‐	
  Facilitated/advised	
  on	
  large	
  energy	
  M&A	
  nego(a(ons	
  
	
  -­‐	
  Mission	
  advisor	
  to	
  Natural	
  Resources	
  Canada	
  Minister’s	
  China	
  visit	
  
	
  -­‐	
  Currently	
  focusing	
  on	
  China	
  related	
  policy/consul(ng	
  projects	
  

	
  



Mee(ng	
  with	
  Canadian	
  PM	
  Jus(n	
  Trudeau,	
  Shanghai	
  2016	
  	
  





With	
  Canadian	
  former	
  PM	
  Stephen	
  Harper	
  &	
  Deputy	
  Minister	
  of	
  China	
  Na(onal	
  Energy	
  Administra(on	
  Nov.	
  2017	
  	
  



China,	
  LNG,	
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  Alaska	
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  Pipeline	
  

Overview:	
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China’s	
  GDP	
  Grow	
  was	
  6.9%	
  in	
  2015:	
  Slowest	
  in	
  25	
  Years	
  



But	
  China’s	
  Total	
  GDP	
  Value	
  Keeps	
  Gefng	
  Bigger	
  





China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  

Moderniza(on	
  paradigm	
  on	
  steroids	
  
	
  
1. 	
  Heavy	
  dependence	
  on	
  high	
  capital	
  &	
  labor	
  inputs	
  with	
  low	
  wages,	
  
focused	
  on	
  heavy	
  &	
  manufacturing	
  industries	
  

2. 	
  Deepening	
  integra(on	
  with	
  the	
  world	
  economy	
  

3. 	
  Huge	
  demand	
  for	
  energy	
  and	
  resources	
  

4. 	
  Severe	
  damage	
  to	
  the	
  environment	
  &	
  major	
  contribu(on	
  to	
  global	
  
warming	
  

5. 	
  Decisively	
  state	
  interven(onist	
  –	
  Marx	
  or	
  Keynes	
  











China	
  is	
  now	
  the	
  world’s	
  largest	
  net	
  importer	
  of	
  petroleum	
  &	
  other	
  liquid	
  fuels	
  





Historical	
  &Projected	
  Popula2on	
  &	
  Urbaniza2on	
  Trends	
  in	
  China	
  

Source:	
  Lawrence	
  Berkeley	
  Na2onal	
  Laboratory	
  



Urbanization and China’s emerging middle class 

Source: McKinsey & Co. 









Energy	
  consump(on	
  per	
  capita	
  versus	
  the	
  GNP	
  per	
  capita	
  	
  

The	
  graph	
  plots	
  the	
  per	
  capita	
  energy	
  versus	
  the	
  per	
  capita	
  income	
  for	
  all	
  countries	
  with	
  more	
  than	
  20	
  million	
  inhabitants,	
  the	
  data	
  more	
  than	
  
90%	
  of	
  the	
  world's	
  popula2on.	
  The	
  image	
  shows	
  the	
  broad	
  rela2on	
  between	
  wealth	
  and	
  energy	
  consump2on.	
  	
  



China’s	
  Energy	
  Consump2on	
  Composi2on	
  2007	
  

Source:	
  Energy	
  Research	
  Ins2tute,	
  NDRC	
  2009	
  















Projected	
  Annual	
  CO2	
  Emissions	
  	
  
(million	
  metric	
  tons)	
  



Carbon Dioxide Emissions from Energy Activites, 2004
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 Total Emmissions
 China: 4.7 billion metric tons
 World: 27 billion metric tons 
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China’s	
  13th	
  Five	
  Year	
  Plan	
  (2016-­‐2020)	
  
	
  

	
  -­‐	
  Major	
  shiks	
  in	
  development	
  paradigm	
  
	
  

	
  -­‐	
  Emphasis	
  on	
  balance	
  between	
  growth	
  &	
  environment	
  
	
  

	
  -­‐	
  Huge	
  investment	
  in	
  clean	
  energy	
  sectors	
  
	
  

	
  -­‐	
  Na(onwide	
  efforts	
  in	
  reducing	
  coal	
  use	
  
	
  

	
  -­‐	
  Natural	
  gas	
  &	
  LNG	
  demand	
  will	
  rise	
  due	
  to	
  such	
  policy	
  drivers	
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2016	
  











China's	
  high	
  LNG	
  terminal	
  capacity	
  use	
  tempers	
  winter	
  import	
  growth	
  
Singapore	
  (PlaRs)-­‐-­‐30	
  Nov	
  2017	
  903	
  am	
  EST/1403	
  GMT	
  
	
  
Capacity	
  u2liza2on	
  rates	
  of	
  over	
  130%	
  at	
  China's	
  northern	
  and	
  eastern	
  LNG	
  
terminals	
  are	
  limi2ng	
  the	
  scope	
  for	
  significant	
  import	
  growth,	
  despite	
  surging	
  
domes2c	
  prices	
  due	
  to	
  robust	
  winter	
  demand.	
  



Russia-­‐China	
  Gas	
  Deal	
  May	
  2014	
  







Russia-­‐China	
  Gas	
  Pipelines	
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  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  

-­‐	
  China	
  is	
  known	
  for	
  massive	
  resource	
  investments	
  worldwide;	
  
	
  
	
  -­‐	
  China	
  has	
  been	
  innova(ve	
  in	
  how	
  to	
  arrange	
  these	
  deal:	
  
	
  

	
  -­‐-­‐	
  Infrastructure	
  in	
  exchange	
  for	
  copper	
  (DRC)	
  
	
  -­‐-­‐	
  Infrastructure/loans	
  for	
  oil	
  (Angola)	
  
	
  -­‐-­‐	
  Loans	
  in	
  exchange	
  for	
  oil	
  
	
  -­‐-­‐	
  Long-­‐term	
  supply	
  of	
  oil	
  and	
  gas	
  (Russia)	
  

	
  
-­‐	
  SOEs,	
  NOCs,	
  Financial	
  ins(tu(ons	
  join	
  hands	
  



China	
  has	
  deep	
  pocket	
  for	
  overseas	
  assets	
  





China	
  Leads	
  the	
  World	
  in	
  Clean	
  Energy	
  Investment	
  



China’s	
  Na(onal	
  Oil	
  Companies	
  



Yangtze	
  River	
  cuts	
  China	
  from	
  West	
  to	
  East…	
  



China	
  Na(onal	
  Petroleum	
  Corp.	
  
(CNPC)	
  

•  China’s	
  largest	
  oil	
  and	
  gas	
  producer	
  and	
  distributor	
  and	
  Worlds	
  5th!	
  
•  PetroChina	
  is	
  listed	
  subsidiary	
  of	
  CNPC.	
  
•  CNPC	
  is	
  the	
  majority	
  operator	
  of	
  Chinas	
  domes(c	
  pipelines	
  (71%)	
  
•  Dominate	
  in	
  Northern	
  China	
  





Sinopec	
  

•  Originally	
  was	
  put	
  in	
  charge	
  of	
  refining	
  and	
  marke(ng-­‐	
  dominates	
  
downstream	
  market	
  

•  In	
  2010	
  Sinopec	
  became	
  the	
  2nd	
  largest	
  refiner	
  globally.	
  
•  Southern	
  China.	
  
	
  



Sinopec	
  



China	
  Na(onal	
  Offshore	
  Oil	
  Corpora(on	
  
CNOOC	
  	
  

•  Third	
  largest	
  Chinese	
  NOC	
  
•  Mainly	
  offshore	
  oil	
  investments	
  



-­‐	
  Owns	
  more	
  than	
  200	
  subsidiaries	
  inside	
  and	
  outside	
  China;	
  
-­‐	
  Controls	
  several	
  listed	
  companies:	
  

	
  Sinochem	
  Interna2onal	
  (SH,	
  600500)	
  
	
  Sinofert	
  (HK,	
  00297)	
  
	
  Franshion	
  Proper2es	
  (HK,	
  00817)	
  
	
  Far	
  Eastern	
  Horizon	
  (HK,	
  03360).	
  	
  

-­‐	
  Earliest	
  entrant	
  in	
  Fortune	
  Global	
  500	
  and	
  has	
  entered	
  the	
  list	
  for	
  21	
  2mes,	
  
ranking	
  168th	
  in	
  2011.	
  	
  
-­‐  Rated	
  by	
  SASAC	
  as	
  “top	
  A	
  corporate	
  performance”	
  for	
  7	
  years	
  in	
  a	
  row.	
  





January-­‐June	
  2016	
  China	
  gas/LNG	
  imports	
  by	
  companies	
  	
  	
  

CNPC	
  

CNOOC	
  

Sinopec	
  



2016	
  China	
  LNG	
  import	
  sources	
  

2017	
  first	
  half	
  
China	
  LNG	
  import	
  sources	
  

Australia	
  

Australia	
  

Qatar	
  

Qatar	
  

Indonesia	
  

Indonesia	
  

Malaysia	
  

Malaysia	
  

USA	
  

USA	
  

Papua	
  New	
  Guinea	
  

Papua	
  New	
  Guinea	
  









China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
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But	
  recent	
  interrup(ons	
  show	
  conven(onal	
  wisdoms	
  may	
  be	
  misleading	
  
	
  

	
  -­‐	
  Centralized	
  policies	
  caused	
  local	
  confusion	
  
	
  

	
  -­‐	
  Unexpected	
  Central	
  Asia	
  supply	
  cut	
  
	
  

	
  -­‐	
  Short	
  supply	
  of	
  gas,	
  LNG	
  and	
  coal	
  
	
  

	
  -­‐	
  Gas/LNG/coal	
  price	
  jump	
  
	
  



Governing	
  Structure	
  of	
  Chinese	
  NOCs	
  



Na(onal	
  Energy	
  Administra(on	
  (NEA)	
  
	
  

NEA	
  is	
  responsible	
  for	
  formula2ng	
  and	
  implemen2ng	
  energy	
  development	
  plans	
  
and	
  industrial	
  policies;	
  promo2ng	
  ins2tu2onal	
  reform	
  in	
  the	
  energy	
  sector;	
  
administering	
  energy	
  sectors	
  including	
  coal,	
  oil,	
  natural	
  gas,	
  power	
  (including	
  
nuclear	
  power),	
  new	
  and	
  renewable	
  energy	
  and	
  etc.;	
  taking	
  charge	
  of	
  energy	
  
conserva2on,	
  comprehensive	
  u2liza2on	
  of	
  resources	
  in	
  the	
  energy	
  sector;	
  guiding	
  
scien2fic	
  and	
  technological	
  advancement;	
  organizing	
  and	
  carrying	
  out	
  the	
  R&D	
  of	
  
important	
  equipment	
  and	
  guiding	
  the	
  assimila2on	
  and	
  innova2on	
  of	
  imported	
  
complete	
  sets	
  of	
  major	
  equipment;	
  organizing	
  and	
  coordina2ng	
  key	
  energy-­‐related	
  
demonstra2on	
  projects	
  and	
  promo2ng	
  the	
  deployment	
  of	
  new	
  products,	
  new	
  
technologies	
  and	
  new	
  equipment;	
  approving,	
  reviewing,	
  or	
  examining	
  fixed	
  asset	
  
investment	
  projects	
  of	
  the	
  energy	
  sector	
  within	
  na2onal	
  plans	
  and	
  the	
  scale	
  of	
  
annual	
  plans	
  in	
  accordance	
  with	
  the	
  authority	
  s2pulated	
  by	
  the	
  State	
  Council;	
  
conduc2ng	
  energy	
  forecas2ng	
  and	
  precau2on	
  and	
  par2cipa2ng	
  in	
  energy	
  
opera2on	
  coordina2on	
  and	
  emergency	
  preparedness;	
  formula2ng	
  and	
  
implemen2ng	
  na2onal	
  oil	
  reserve	
  plans	
  and	
  polices;	
  taking	
  the	
  lead	
  in	
  launching	
  
interna2onal	
  energy	
  coopera2on;	
  par2cipa2ng	
  in	
  the	
  formula2on	
  of	
  policies	
  
related	
  to	
  energy	
  such	
  as	
  resources,	
  finance	
  and	
  taxa2on,	
  environment	
  protec2on,	
  
and	
  addressing	
  climate	
  change;	
  making	
  recommenda2ons	
  on	
  energy	
  price	
  
adjustment	
  and	
  imports	
  and	
  exports	
  aggregate;	
  and	
  undertaking	
  the	
  daily	
  work	
  of	
  
the	
  Na2onal	
  Energy	
  Commission.	
  



NEA	
  Internal	
  Structure/国家能源局	
  

综合司	
  
General	
  

政策司	
  
Policy	
  

规划司	
  
Planning	
  

科技司	
  
Science/Tech	
  

电力司	
  
Electricity	
  

煤炭司	
  
Coal	
  

油气司	
  
Oil	
  &	
  Gas	
  

新能源司	
  
New	
  Energy	
  

国家石油储备
中心	
  

Petro	
  Reserve	
  

国际司	
  
Int’l	
  Coop.	
  

人事司	
  
Personnel	
  

Source:	
  Wenran	
  Jiang,	
  Canada-­‐China	
  Energy	
  &	
  Environment	
  Forum	
  



-­‐  One	
  of	
  the	
  four	
  largest	
  state-­‐owned	
  commercial	
  banks	
  
	
  •	
  Industrial	
  and	
  Commercial	
  Bank	
  of	
  China.	
  
	
  •	
  Bank	
  of	
  China.	
  
	
  •	
  China	
  Construc2on	
  Bank.	
  
	
  •	
  Agricultural	
  Bank	
  of	
  China	
  

	
  
-­‐  Plays	
  a	
  key	
  func(on	
  in	
  China’s	
  global	
  financial	
  network	
  
-­‐  Jointly	
  lending	
  on	
  major	
  overseas	
  investment	
  
-­‐  Cri(cal	
  player	
  in	
  this	
  AGDC-­‐Sinopec	
  project	
  



-­‐  China’s	
  Sovereign	
  wealth	
  fund	
  
-­‐  Established	
  in	
  2007	
  with	
  $200	
  billion	
  
-­‐  Total	
  assets	
  now	
  over	
  $800	
  billion	
  
-­‐  Opened	
  first	
  N	
  American	
  office	
  in	
  Toronto	
  in	
  2011	
  
-­‐  But	
  moved	
  to	
  NYC	
  in	
  2015	
  
-­‐  Plays	
  a	
  key	
  func(on	
  in	
  China’s	
  global	
  financial	
  network	
  
-­‐  Jointly	
  lending	
  on	
  major	
  overseas	
  investment	
  
-­‐  Cri(cal	
  player	
  in	
  this	
  AGDC-­‐Sinopec	
  project	
  



Major	
  Chinese	
  Investment	
  in	
  Canada	
  Since	
  late	
  2009	
  
	
  

	
   	
  	
  	
  	
  IN 	
   	
   	
   	
   	
  	
  	
  	
  	
  	
  $ 	
   	
   	
   	
  	
  	
  	
  	
  	
  FROM	
  
	
  	
  
	
  Teck	
  Resources 	
   	
   	
   	
  $1.5	
  bil. 	
   	
   	
  China	
  Investment	
  Corp.	
  

	
  
	
  AOSC 	
   	
   	
   	
   	
  $1.9	
  bil. 	
   	
   	
  PetroChina	
  

	
  
	
  Syncrude 	
   	
   	
   	
   	
  $4.65	
  bil 	
   	
   	
  Sinopec 	
  	
  

	
  
	
  Penn	
  West	
  Energy 	
   	
   	
  $1.25	
  bil 	
   	
   	
  China	
  Investment	
  Corp.
	
  	
  
	
  Op(/Nexen 	
   	
   	
   	
  $2.1	
  bil. 	
   	
   	
  CNOOC	
  

	
  
	
  Daylight	
  (100%)	
   	
   	
   	
  $2.2	
  bil. 	
   	
   	
  Sinopec	
  

	
  
	
  Shell	
  Canada 	
   	
   	
   	
  $1.1	
  bil. 	
   	
   	
  PetroChina	
  

	
  
	
  Talisman	
  (North	
  Sea)	
   	
   	
  $1.5	
  bil. 	
   	
   	
  Sinopec	
  

	
  
	
  Nexen	
  (100%) 	
   	
   	
   	
  $15.1	
  bil. 	
   	
   	
  CNOOC	
  

	
  
	
  EnCana 	
   	
   	
   	
   	
  $2.2	
  bil. 	
   	
   	
  PetroChina	
  

	
  
	
  TOTAL: 	
  About	
  $35	
  billion	
  

China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  



CIC	
  invested	
  $1.25	
  billion	
  in	
  Penn	
  West	
  Corp.	
  in	
  2010,	
  at	
  over	
  $18	
  per	
  share…	
  
Now	
  …	
  	
  



CIC	
  invested	
  $500	
  million	
  in	
  2009.	
  Now…	
  



CIC	
  invested	
  $150	
  million	
  in	
  2012.	
  Now…	
  



Chinese	
  investment	
  in	
  Canada’s	
  oil	
  sands：	
  
	
  
Beginning	
  in	
  2010,	
  CIC	
  made	
  four	
  strategic	
  investments	
  in	
  the	
  oilsands	
  worth	
  
about	
  $1.9	
  billion	
  in	
  total.	
  
	
  
2015	
  conclusion：	
  
	
  
The	
  investments	
  have	
  led	
  to	
  massive	
  losses	
  and	
  much	
  soul-­‐searching	
  at	
  CIC.	
  
Today,	
  the	
  corpora(on’s	
  big	
  bets	
  on	
  Canadian	
  resources,	
  not	
  coun(ng	
  Teck,	
  
are	
  worth	
  less	
  than	
  20	
  cents	
  on	
  the	
  dollar.	
  

China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  



China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
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China,	
  LNG,	
  and	
  the	
  Alaska	
  Gas	
  Pipeline	
  

-­‐  China’s	
  is	
  the	
  largest	
  growing	
  market	
  for	
  LNG	
  
-­‐  China’s	
  demand	
  for	
  LNG	
  is	
  driven	
  by	
  both	
  market	
  &	
  policy	
  
-­‐  China’s	
  energy	
  market	
  growth	
  will	
  be	
  vola(le	
  
-­‐  There	
  are	
  increasing	
  compe((on	
  for	
  China’s	
  LNG	
  market	
  
-­‐  Global	
  capaci(es	
  are	
  increasing,	
  partly	
  due	
  to	
  US	
  exports	
  
-­‐  Chinese	
  overseas	
  energy	
  investment	
  has	
  shiked	
  to	
  the	
  US	
  
-­‐  Chinese	
  large	
  NOC	
  and	
  investment	
  players	
  are	
  key	
  drivers	
  
-­‐  AGDC-­‐Sinopec	
  MOU	
  is	
  well	
  posi(oned	
  
-­‐  But	
  Chinese	
  are	
  cau(ous,	
  and	
  are	
  hard	
  nego(ators	
  
-­‐  More	
  work	
  and	
  exper(se	
  are	
  required	
  to	
  finalize	
  the	
  MOU	
  
-­‐  Alaska/AGDC	
  should	
  engage	
  Chinese	
  extensively	
  	
  


