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This country study is a background paper for the report Empty promises: G20 subsidies
to oil, gas and coal production by Qil Change International (OCI) and the Overseas
Development Institute (ODI). It builds on research completed for an earlier report

The fossil fuel bailout: G20 subsidies to oil, gas and coal exploration, published in 2014.

For the purposes of this country study, production subsidies for fossil fuels include: national subsidies,
investment by state-owned enterprises, and public finance. A brief outline of the methodology

can be found in this country summary. The full report provides a more detailed discussion of the
methodology used for the country studies and sets out the technical and transparency issues linked to
the identification of G20 subsidies to oil, gas and coal production.

The authors welcome feedback on both this country study and the full report to improve the accuracy
and transparency of information on G20 government support to fossil fuel production.

A Data Sheet with data sources and further information for China’s production
subsidies is available at:
http://www.odi.org/publications/10092-G20-subsidies-oil-gas-coal-production-China
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China was the world’s largest consumer of energy in 2013
and 2014, averaging 23% of the global total, with coal
providing two thirds of the total energy it consumed (BP,
2015). The country produced 47% of the world’s coal in
2014 and was the world’s largest oil importer (BP, 2015;
Gronholt-Pedersen and Gloystein, 2015). China has proven
reserves of 115 gigatonnes (Gt) of coal (13% of the global
total), 3.3 trillion cubic metres (tcm) of natural gas (2%)
and 18 billion barrels of oil (1%) (BP, 2015).!

Coal dominates both energy production and
consumption in China. Conventional oil and gas are
produced both onshore and offshore while unconventional
coal-bed production from shale gas and coal-bed methane
is increasingly produced onshore. The production of fossil
fuels is dominated by state-owned enterprises (SOEs),
which are closely tied to the Government.

Significant support for the development and use of fossil
fuels has been central to China’s economic development
plans until recently. Today, high levels of air pollution
and a growing awareness of the impact of fossil fuels on
climate are refocusing China’s development objectives.
There are emerging policies around a cap on coal use, as
well as plans for a peak in the country’s greenhouse gas
(GHG) emissions and an increase in the share of non-fossil
sources in the energy mix to 20%, both by 2030 (National
Development and Reform Commission, 2015a). The
country is presiding over the G20 in 2016 and has made a
commitment to work closely with other G20 members to
set a specific date for the phase out of inefficient fossil fuel
subsidies via a US-China Joint Presidential Statement on
Climate Change issued in 2015 (White House, 2015).

Alongside its command-and-control tools, such as
technical regulations, China is now moving towards the
use of market-based mechanisms to achieve its transition to
lower carbon energy production. There is ongoing reform
of energy prices, which have long been artificially lowered
through subsidies to both producers and consumers. It has
been suggested that existing regional emissions cap and
trade schemes will be expanded to a national level by 2017
(National Development and Reform Commission, 2015a;
White House, 2015). There is also rapid deployment of
non-fossil energy electricity generation and many smaller
coal-fired power plants and coal mines are closing.

Although China’s coal consumption decreased in terms
of volume in 2014, for the first time in recent history, new
standards for coal quality may increase the intensity of
coal use (Doyle and Stanway, 2015). Meanwhile, China
continues to subsidise fossil fuel production through a
number of mechanisms.

Although a number of national subsidies are supporting
fossil fuel production in China, gaps in publicly available
information make it difficult to quantify most of the tax
breaks that have been identified. For example, one national
target is to increase the share of natural gas in the national
primary energy supply to 10% by 2020. To achieve

this goal, the Government has set specific targets for
increased shale gas production and has provided automatic
exemptions from the mineral resource compensation fee
for shale gas producers (Reuters, 2015).

In 2014, China’s Government also started to forego
revenue by increasing the minimum threshold price at
which oil producers have to pay an oil income levy (also
translated as ‘oil-price windfall tax’): from $55 to $65
per barrel. It was not possible to quantify how much
government revenue has been foregone as a result, but it
could be significant, especially as the ‘market price’ of sold
refined oil products is based on company self-reporting
(Ministry of Finance of the People’s Republic of China
2014a; Tang, 2014; Xinhua, 2009; Jiang, 2009).

Other unquantified tax exemptions at the national level
that may benefit fossil fuel production include a 150%
deduction for qualifying research and development (R&D)
costs, customs and VAT exemptions for exploration
equipment, tax breaks for new technological applications,
an occupational allowance for coal projects, and
exemptions from the exploration fee for shale gas and
from the land-use fee for coal mines (Ernst and Young,
2013).

At the provincial level, fossil fuel producers can benefit
from the right of provincial governments to modify or
waive the recently reformed resource tax paid in their
jurisdiction (PRC State Council Decree No. 605). When
combined, reductions and waivers associated with the
resource tax for oil and gas extraction were estimated to be
worth $670 million (RMB 4.3 billion) on average in 2013
and 2014 (Ministry of Finance of the People’s Republic of
China, 2014b; OECD, 2015). The value of the temporary
tax relief in the three major coal-producing provinces was
estimated at $1.6 billion (RMB 10 billion) in 2013 alone
(Zhao, 2013; Zhao, 2014).

Provincial subsidies are also provided in other forms.
For example, fossil fuel producers (amongst actors in other
sectors) may take advantage of a time-limited 10% tax
break on corporate income tax related to operations in
western provinces, and special VAT treatment for projects
in designated areas (Ernst and Young, 2013; PwC, 2015).

1 Available statistics differ widely because of important differences in the definition of reserves, as seen in the data for 2013 published by the National
Bureau of Statistics of China: reserves of 24 billion barrels for oil, 236.3 Gt for coal and 4.6 tcm for natural gas are reported.
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There are also preferential tax and land policies that
apply to carbon capture and storage (CCS) projects, the
value of which has not been quantified (Vennemo et al.,
2013).

A number of subsidies to fossil fuel consumption are in
place in China, and these also benefit fossil fuel production
(e.g. oil refineries and fossil-fuelled power stations). These
include the reduction of VAT on unconventional gas for
power producers — a tax break that may soon be extended
to coal (The Chinese State Council, 2014; Paltsev and
Zhang, 2015).

As China’s energy sector is dominated by SOEs, and the
Government provides support to both SOEs and private
companies, it can be challenging to disentangle support to
SOE:s from the different types of direct spending. To avoid
double counting with the SOE investment outlined in the
next section, the following values for direct spending have
not been included in estimates of national subsidies.

Although there is no government disclosure of the level
of transfers and support provided to SOEs, the Chinese
media have reported that the state-owned China National
Petroleum Corporation (CNPC) received $1.5 billion
(RMB 10.3 billion) and $0.6 billion (RMB 3.9 billion)
in 2013 and 2014 respectively (Beijing news, 2015).
Sinopec, another major SOE, received $0.4 billion (RMB
2.4 billion) in both 2013 and 2014 (Beijing news, 2015).
In the coal sector, 19 listed coal companies received direct
grants worth $93 million (RMB 0.6 billion) in 2013
(Tang, 2014). The same amount was reported to have been
allocated directly to the state-owned Shenhua Group and
China Coal group in 2014 (estimates for other companies
were not available at the time of writing). In addition, the
Special Fund for Risky Exploration of Overseas Mineral
Resources provides direct support to private companies
and SOEs worth $14 million per year (RMB 90 million,
calculated as an average of the total value between 2010
and 2013) (Xue et al., 2015).

The Government also pays a premium directly to the
producers of unconventional gas, including coal-bed
methane, worth $212 million or RMB 1.4 billion per year
(OECD, 2015) and shale gas worth at least $78 million or
RMB 0.5 billion in 2014. This premium paid per unit of
shale gas produced is to be reduced in the coming years,?
but the predicted increase in production volumes means
that it is unclear whether or by how much the size of the
subsidy will change.

China also provides direct support to R&D for fossil
fuel production. Coal producers received at least $51

million (RMB 330 million) in 2013 to enhance production
and process safety while oil and gas companies received
$26 million (RMB 165 million) (Xue et al., 2015).}

Since China started developing CCS in 2000, cumulative
R&D expenditure in the sector to date has amounted
to $2.5 billion (RMB 17.5 billion). This funding has
supported demonstration plants that are already operating
among the 12 CCS projects developed by a number
of large SOEs (Forbes, 2014).* It is not possible to
disaggregate the funding sources, but there is evidence of
direct government spending on CCS. For example, the
Ministry of Science and Technology provided 10% of the
required investment to a CCS project at a coal liquefaction
plant in Inner Mongolia (Price, 2014).

Regional and local governments also provide direct
support to fossil fuel production although this is described
only anecdotally. Examples include the Chongqing
Government, which provided $31 million (RMB 0.2
billion) for a shale gas survey in 2014, and national
guidelines mandating local governments to support
investment in gas transportation infrastructure (National
Energy Administration of China, 2014; Sandalow et al.,
2014).

Several other mechanisms provide support to fossil fuel
producers. For example, increased duties on imported coal
provide market support, and import duties are waived

on certain types of advanced equipment for fossil fuel
production as well as land use fees for coal mines. The
railway tariff for coal transportation in Inner Mongolia
has also been reduced in comparison to that charged in
other parts of the country, conferring a benefit to the local
coal industry that was estimated at $1.1 billion (RMB

7.2 billion) in 2013, but has not been quantified for 2014
(Zhao, 2013).

State-owned enterprises dominate fossil fuel production
in China. Altogether, the national-level SOEs we reviewed
were found to have provided an average of $77 billion per
year in investment in fossil fuel production in 2013 and
2014 (see Table 2).

The three largest SOEs are PetroChina (a subsidiary
of China National Petroleum Company, CNPC), Sinopec
(a subsidiary of China Petrochemical Corporation), and
China National Offshore Oil Corporation (CNOOC).
These three SOEs accounted for about 90% of oil and gas
production in 2014 and hold an effective monopoly (Lin,

2 The 0.4RMB/m? premium on shale gas will be reduced to 0.3RMB/m? from 2016 and further to 0.2RMB/m? in 2019.

3 Based on yearly data and government spending structure from 2009.

4 This report does not differentiate between the international use of carbon capture and storage (CCS) and the Chinese use of carbon capture, utilisation

and storage (CCUS).
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Table 1: China’s national subsidies to fossil fuel production, 2013-2014 ($ million except where stated otherwise)

National subsidy’ Subsidy type Targeted energy Stage 2013 2014 Estimated annual

source estimate  estimate average amount
Tax expenditure
Resource-Tax abatements and refunds Tax break and Gas Production 93 93 93
for gas extraction refunds
Resource-Tax abatements and refunds Tax break and Qil Production 576 576 576
for oil extraction refunds
Temporary tax and fee relief (Shanxi, Tax waiving Coal - 1,584 N/A 1,584
Inner Mongolia and Shaanxi)
The management measures of natural - Gas Pipeline N/A N/A N/A
gas infrastructure construction and operation and
operation development
Exploration fee waived for shale gas Tax waiving Gas Exploration N/A N/A N/A
Change in the Special Oil Income Levy Tax break Qil Production N/A N/A N/A
Exemption of business tax on overseas Tax break Oiland gas Construction N/A N/A N/A
operations in construction and and
international transportation international

transportation
QOther support mechanisms
Raising import tariff Price support Coal Production N/A N/A N/A
Waving import tariff for certain advanced  Price support Coal Production N/A N/A N/A
equipment
Exemption for land use fee of coal mines  Provision of service ~ Coal Production N/A N/A N/A
below market value

Providing Inner Mongolia producers with  Provision of service ~ Coal Production 1,121 N/A 1,121
coal railway transportation below fair below market value
market rate
Total
Total national subsidies ($ m) 3,375
Total national subsidies (RMB m) 21,670

Sources and additional data are available in the Data Sheets that accompany each Country Study.

Notes: * To avoid double counting with SOE investment, the values outlined in the text above for direct spending have not been included in

estimates of national subsidies. N/A indicates data was not publicly available at the time of publication. When data is not available for both

2013 and 2014, the two-year average is based on the data for one year only.

2012; Liao, 20135) (see Table 2). Shaanxi Yanchang Petroleum
(Group) Limited is a much smaller SOE, responsible for less
than 4% of total production in 2014. As it is a provincial-
level SOE, it is not included in the remit of this study.
Although the State-Owned Assets Supervision and
Administration Commission (SASAC) recently forced eight
SOE:s to sell off shares in some of their smaller subsidiaries,’
the main SOEs continue to be largely integrated across the
production chain (SASAC, 2014). For example, PetroChina
controls more than 80% of China’s natural gas pipelines

(around 40,000 km) and Sinopec has the largest refinery
capacity in China.

These SOEs may engage in unprofitable activities to
support wider national objectives that are achieved through
the Government’s regulation of the price of fuels (Downs,
2006; Downs and Meidan, 2012). In 2014, PetroChina
reported a loss of $6.4 billion (RMB 41 billion) in its gas and
pipelines segment that was linked to the high costs of gas
imports as compared to domestic regulated sale prices (Tu,
2014; Petrochina, 2014).

5 SASAC is an organisation that oversees SOEs and acts as the government shareholder. This move by SASAC is reported to encourage transparency
and efficiency through a mixed-ownership structure. However, the plans seem to apply only to the monopolies’ subsidiaries, new joint ventures and

transportation assets.
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SOE:s accounted for 65% of total coal production in China
in 2012. Compared to the oil and gas sector, the role of the
Government in coal mining is less prominent, with many coal
SOEs being provincial and managed locally (and therefore
outside the remit of this study). The coal industry is also less
concentrated than the oil and gas sector, with a much larger
number of companies involved (Leung et al., 2014; Wang,
2014). In recent years, however, there has been a drive to
consolidate the industry by merging and shutting down some
of the thousands of small coal-mining enterprises. The main
national level SOEs involved in
coal production are Shenhua Group, Huadian Resources,
China Coal, China Huaneng Group Corporation, China
Datang Corporation, and China Guodian Corporation (see
Table 2).

Chinese SOFEs also have significant levels of investment
overseas in oil, gas and coal production (Scissors, 20135;
Young, 2015; American Enterprise Institute, 2015). Our
research shows that across the G20 countries alone Chinese
SOEs are active in Argentina, Australia, Brazil, Indonesia, the
UK and the US (see Table 4 in full report Empty promises:
G20 subsidies to oil, gas and coal production). Research by
the American Enterprise Institute has highlighted that China’s
investment in oil and gas in 2013 and 2014 also included
activities in Angola, Ecuador, Kazakhstan, Mozambique,
Uganda and Venezuela (Sandalow et al., 2014).

Nearly 75% of China’s power generation is based on fossil
fuels at present, although the aggressive deployment of non-
fossil capacity and the closing of small and inefficient coal
plants is reducing this proportion (Davidson, 2014). SOEs
control more than 60% of China’s power generation sector
while power transmission remains a de facto state monopoly
(Epikhina, 2013). There are two national-level state-owned
power generators that draw more than 95% of their power
generation mix from fossil fuels (China Shenhua Group
and China Resources Power) and that have therefore been
included in our estimates of SOE investments (see Table 2).

Several national-level Chinese SOEs draw less than 95%
of their total generation capacity from fossil fuels. Others may
rely on fossil fuels for more than 95% of their capacity, but
are owned at the local level (National Bureau of Statistics of
China 2015). Neither of these types of SOEs, therefore, come
under the remit of this study (see Chapter 3 in the full report
for more on this distinction).

This analysis of public finance institutions includes: China
Development Bank (CDB), a development finance institution;
the Export-Import Bank of China (Chexim) and China
Export and Credit Insurance Corporation (Sinosure), which
are export credit, guarantees and insurance agencies; and
some of the largest Chinese majority state-owned banks,

including the Industrial and Commercial Bank of China
(ICBC), the Bank of China (BoC), the China Construction
Bank (CCB), and the China International Trust and
Investment Corporation Bank (CITIC). The analysis of
project financing relies on publicly available data for financing
that were approved in 2013 and 2014.

Not included in these totals are projects financed by some
of the major state-owned oil, gas and coal enterprises, as these
were covered earlier in the section on SOE investments, to
avoid double counting. As a result of the lack of transparency
and publicly available information, the financing that has
been identified here is almost certainly incomplete and may
substantially underestimate the actual level of Chinese public
finance for fossil fuel production.

Domestically, credit support is often available to industry,
especially SOEs, on preferential loan rates and terms. A
crucial driver of the development of the coal industry in
previous decades, preferential loans remain key to financing
fossil fuel production in China (Peng, 2009). For the oil and
gas industry, CNOOC and Sinopec reported credit rates of
2% to 5% below the Bank of China benchmark in 2013 and
2014.6

Our review of project-level financing for fossil fuel
production at seven Chinese state-owned banks uncovered
only one domestic project that was not financing a major
SOE. Loans from China Export Import Bank and CDB
totalled $183 million over 2013 and 2014, or an annual
average of $91 million.

Reporting from the institutions themselves suggests that
there is significant additional financing that has not been
quantified at the project level. For example, CDB’s 2013
Annual Report stated that its key projects included a coal-
to-liquids plant and an open-pit coal mine and that it also
financed refinery projects and overseas oil exploration and
development for CNPC and Sinopec, but did not quantify the
specific amount of financing related to these (CDB, 2013).

China is extremely influential in international public finance
for fossil fuel production. Some estimates suggest that CDB,
Chexim and Sinosure alone provided as much as $20 billion
in investments for overseas coal-fired power plant projects
from 2007 to 2013 (Ueno et al., 2014; Louvel et al., 2014). In
2014, Chinese banks provided loans to eight of the 10 biggest
coal-mining projects and six of the 10 largest coal-fired power
plants (Rainforest Action Network, Sierra Club and Bank
Track, 2015; Louvel et al., 2014).

Altogether, the banks we reviewed were found to have
provided $32 billion in international public finance for fossil
fuel production in 2013 and 2014, or $16 billion annually
(excluding the finance provided to SOEs). Investments in

6 From annual reports as well as the monetary policy department of the Bank of China.
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Table 2: China’s state-owned enterprise (SOE) investment, 2013-2014 ($ million except where stated otherwise)

SOE Description Fossil fuel sector Stage 2013 2014  Annual average
value

Sinopec Exploration and upstream capital Oil and gas Production 13,265 12,874 13,069
expenditure

Petro China Exploration and upstream capital Oil and gas Production 37,945 35,888 36,916
expenditure

CNOOC Exploration and upstream capital Oil and gas Production 14,570 16,257 15,414
expenditure

Huadian Resources  Capital expenditure (planned Coal Production 374 354 364
expenditure)

China Coal Capital expenditure (actual Coal Production 4,690 3,558 4124
expenditure)

China Huaneng Capital expenditure (coal segment ~ Coal Production 288 186 237

Group Corporation - planned expenditure)

China Datang Capital expenditure (coal Coal Production 233 96 164

Corporation segment not including coal
chemical engineering - planned
expenditure)

China Guodian Capital expenditure (coal segment ~ Coal Production 140 95 118

Corporation - planned expenditure)

Shenhua Group Capital expenditure (coal segment ~ Coal Production 1,345 1,086 1,215
- actual 2013, and planned 2014)

China Resources Capital expenditure (property, Electricity (96.5% Generation 2,812 2,206 2,509

Power plant and equipment) fossil fuel)

Shenhua Group Capital expenditure (property, Electricity (97.5% Generation 1,736 3,025 2,381
plant and equipment) fossil fuel)

Total

Total SOE investment ($ m) 76,512

Total SOE investment (RMB m) 491,204

Sources and additional data are available in the Data Sheets that accompany each Country Study.

oil and gas projects involving exploration and production,
transportation, storage and/or processing and refining were
responsible for more than three quarters of the total, with
the remainder invested in coal projects including mining,
transportation and/or combustion.
CDB was found to be the biggest financier of Chinese fossil
fuel production overseas by far, providing $23 billion over
2013 and 2014, or an annual average of $11 billion. Chexim
followed, with $7 billion over 2013 and 2014, and the ICBC

had $1 billion in investment in fossil fuel production over

2013 and 2014.

The loans attributed to the Chinese banks include several

for which there is uncertainty about whether the loans were
ultimately made. These include a $2 billion CDB strategic
cooperation agreement with Russia’s En+ Group in 2013 for
coal projects, plus a line of credit for a comparable amount
for Rosneft, also in 2013. Another CDB line of credit for

6 G20 subsidies to oil, gas and coal production

$2 billion was extended in 2014 to Angola’s state-owned
Sonangol EP and included in the tally (in addition to an
earlier CDB loan of $1.3 billion for Sonangol apparently
made in 2013). Also included was a $900 million CDB
loan to Costa Rica in June 2013 to refurbish an oil refinery.
Similarly, Chexim appears to have agreed a $1 billion line
of credit in 2013 with Petréleos Mexicanos that has been
included.

‘Energy-backed loans’ (EBLs), a form of lending common
to China’s international investments for nominally non-
energy projects (e.g., infrastructure, housing, education),
are not reflected in the bilateral public finance totals in this
report. Also known as ‘oil-backed loans’ or ‘oil-for-loans’, by
definition, EBLs are a form of financing that must be repaid
either with direct shipments of oil or gas from the recipient
country or via withdrawals by Chinese SOEs from cash
accounts set up to receive the proceeds of fossil fuel sales by



the recipient country (Lee et al., 2014; Shea, 2014). For more
information on EBLs, see Box 8 in the full report Empty
promises: G20 subsidies to oil, gas and coal production.

A number of additional - very substantial — projects have
not been included in our estimates but are worth mentioning.

¢ In November 2014, Petroleos Mexicanos (Pemex, the
Mexican state-owned oil and gas company) reportedly
signed agreements with CDB, ICBC and other Chinese
entities to create a $5 billion fund to finance Pemex
projects, including the second phase of the Los Ramones
natural gas pipeline already under construction. This is
not included in our estimates because too few details are
available (Shih, 2014; The Economist, 2014).

® CDB has apparently been a player in the multi-billion
dollar lending for the Shwe gas and pipelines projects
in Myanmar, but available sources are unclear about
how much — if any - lending occurred in 2013 and 2014
(Gallagher, 2013; BankTrack, 2013).

The figures cited do not include a number of memoranda
of understanding and other agreements that could, potentially,
entail very large loans but for which there is not enough
documentation to confirm that lending had actually occurred
in 2013 and 2014, or the extent to which the loans included
fossil fuels. These include the following.

¢ A draft agreement between China and Kazakhstan,
announced in September 2013, would guarantee loans
from CDB and Chexim — worth $3 billion and $5
billion respectively — to Kazakhstan’s state holding
company Baiterek, charged with promoting innovation
and industrial projects (which could be linked to the
development of the Kashagain oil field) (Gordeyeva, 2013;
Energy-Pedia, 2013).

¢ Similarly, one of 38 accords signed by China and Venezuela
in July 2014 was a memorandum of understanding for
Chexim to lend $1 billion to PDVSA, the Venezuela state-
owned oil company (NewsMax, 2014).

¢ In November 2014, China promised to invest around $34
billion in various fossil and non-fossil energy projects in
Pakistan over the next six years as part of a deal dubbed
the China-Pak Economic Corridor. (Express-Tribune,
2014).

In addition to financing from state-owned banks, China
also contributed an annual average of $152 million to fossil
fuel production in 2013 and 2014 through its shares in the
African Development Bank, the Asian Development Bank,
the Inter-American Development Bank and the World Bank
Group, which range from 0.004% to 5.4% depending
on the institution. China also holds 20% of shares in the
New Development Bank and 30% of shares in the Asian
Infrastructure Investment Bank, two new international
institutions that could be sources of public finance for fossil
fuel production in the future. The New Development Bank

is scheduled to begin operations in 2016, with $50 billion in
capital expected to rise to $100 billion over time. The Asian
Infrastructure Investment Bank is also scheduled to begin
operations in 2016, with $100 billion in total capital.

Private companies play a very limited role in China’s oil and
gas industry and accounted for slightly less than 3.5% of the
total national production of oil and gas in 2013 and 2014.
Since 2012, they have been able to invest in conventional
sources through a limited number of operations, as equity
shares and joint ventures. They are also welcome to explore
and develop shale gas resources. The main players include
ConocoPhillips (US), Bright Energy (US), Shell (Netherlands),
and Chevron (US). The total capital and exploration
investment of the top 7 private upstream oil and gas
producers averaged $3.2 billion per year in 2013 and 2014
(Rystad, 2015) (see Table 4).

Following the ruling by SASAC, PetroChina announced
that it would open six lines of business to non-state investors
and created a $6.5 billion joint venture in the pipeline
sector.

There are more than 20 private oil companies in China. Their
market share is, however, very small, and until July 2015 they
could only import crude oil under a very strict government
quota (China Daily, 24 July 2015).

Private companies account for about one third of domestic
coal production in China, but are not considered major actors
in the sector. There is wide criticism of the lack of the market
concentration, and as a result small private coal-mining
companies are the first target of the phase-out plan (Pan,
2012; Yu and Yu, 2006).

Although there are Independent Power Producers (IPPs) in
China (representing 40% of the country’s overall power
generation) these entities are still closely linked to the
Government. Opportunities for the private investment
sector are limited, as electricity prices in China are regulated
(Epikhina 2013).
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Table 3: China’s public finance for fossil fuel production, 20132014 ($ million, except where stated otherwise)

Institution Coal mining Coal-fired power  Upstream 0il and gas Total fossil fuel ~ Annual avg. fossil

oil & gas pipelines, power finance 2013 & fuel finance

plants and 2014
refineries

Domestic
China Export-Import Bank - 91 - 91 46
China Development Bank - 91 - 91 46
Subtotal domestic ) 183 - 183 AN
International
China Development Bank 2,000 1,270 12,022 7,670 22,962 11,481
Export-Import Bank of China 304 3,309 1,325 1,963 6,901 3,451
Industrial and Commercial 50 639 202 341 1,232 616
Bank of China
Bank of China - 234 304 424 962 481
Sinosure - 234 180 - 414 207
Additional state-owned banks - 234 53 287 144
Multilateral development bank - 71 46 186 304 152
share
Subtotal international 2,354 5,991 14,079 10,638 33,063 16,531
Total
Total public finance ($ m) 16,622
Total public finance (RMB m) 106,718

Sources and additional data are available in the Data Sheets that accompany each Country Study.

Table 4: Top private upstream oil and gas producers in China, 2013-2014

Company Headquarter 0il production (million  Gas production (billion Sum of operating Profitability (from
country barrels in country) cubic meters in expenditure &  country operations, as
country) capital expenditure, measured by free cash
including exploration flow, $ million)

expenditure

($ million)
2013 2014 2013 2014 2013 2014 2013 2014
ConocoPhillips us 24 25 0 2 378 408 994 977
Bright us 7 7 1 11 327 295 269 310
Chevron us 9 8 0 9 1,205 1,452 -509 -843
Shell Netherlands 0 0 2 6 1,001 785 -564 -292
MIE Holdings Corporation China 8 8 0 5 73 77 256 242
KunLun Energy Hong Kong 5 5 0 4 138 148 55 32
Eni [taly 3 2 0 2 62 58 154 123

Source: Rystad Energy, 2015.
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This report compiles publicly available information on G20 subsidies to oil, gas and coal production across G20
countries in 2013 and 2014. It provides a baseline to track progress on the phase-out of such subsidies as part of a
wider global energy transition. It uses the following terms and their definitions.

Government support for fossil fuel production. For the purpose of this country study, production subsidies include
national subsidies, investment by state-owned enterprises (SOEs) (domestic and international) and public finance
(domestic and international) specifically for fossil fuel production.

Production in the oil, gas and coal sectors. This includes access, exploration and appraisal, development,
extraction, preparation, transport, plant construction and operation, distribution and decommissioning. Although
subsidies for the consumption of fossil fuels can support their production, this report excludes such subsidies as
well as subsidies for the consumption of fossil fuel-based electricity.

Direct spending, tax and duty exemptions and other mechanisms (such as forms of capacity markets) provided
by national and sub-national governments to support fossil fuel production. Normally, the value assigned for a
national subsidy is the number provided by the government’s own sources, by the OECD, or by an independent
research institution.

A SOE is a legal entity created by a government to undertake commercial activities on its behalf. SOEs can be
wholly or partially owned by governments.

It is difficult to identify the specific component of SOE investment that constitutes a subsidy, given the limited
publicly available information on government transfers to SOEs (and vice-versa), and on the distribution of
investment within their vertically integrated structures. Therefore, this report provides data on total investment
by SOEs in fossil fuel production (where this information is available from the company), which are presented
separately from national subsidies.

For the purpose of this report, 100% of the support provided to fossil fuel production through domestic and
international investment by an SOE is considered when a government holds >50% of the shares.

Public finance includes the provision of grants, equity, loans, guarantees and insurance by majority government-
owned financial institutions for domestic and international fossil fuel production. Public finance is provided
through institutions such as national and multilateral development banks, export credit agencies and domestic
banks that are majority state-owned.

The transparency of investment data for public finance institutions varies. Assessing the portion of total
financing that constitutes a subsidy requires detailed information on the financing terms, the portion of
finance that is based directly on public resources (rather than raised on capital markets) or that depends on
the institutions’ government-linked credit rating. Few of the institutions assessed allow public access to this
information. Therefore, we report the total value of public finance from majority government-owned financial
institutions for fossil fuel production separately from ‘national subsidy’ estimates.

For the purpose of this report, 100% of the support provided to fossil fuel production through domestic
and international financing is considered when a government holds >50% of the shares in the bank or financial
institution.
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