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The impact of chaos in Libya on the petroleum industry

By Liang Haifeng, China North Industries Corporation; Yan
Jiantao, IHS Cambridge Energy Research Associates; Hu Keyu,
Zhenhua Oil Holdings Co., Ltd. .

In the turbulence and civil war since mid—February 2011,
Libya’ s oil and gas industry has fallen into stagnation. Oil and
gas production has dropped, the management of oil and gas
fields has fallen into disarray, coastal oil and gas transportation
facilities are threatened by military action, parts of refining,
storage and transportation facilities have been damaged, and
oil and gas exports have stagnated. With Coalition support and
the help of Qatar’ s state oil company, oil operations controlled
by the opposition have managed to restart gradually. Libya’ s
turbulence has significantly impacted the world petroleum market.
Reflecting concern over the domino effect of a spread of turmoil
in North Africa, international benchmark oil prices are rising,
with low sulphur light crude in short supply, and leading some oil
consumers to consider adjusting their oil sourcing. Key factors
in the outcome for Libya include the Coalition’ s determination
to support the opposition, the Arab League countries’ attitude
toward the Coalition air strikes, how united the opposition is, the
position of local tribes, and the ability of the Gaddafi government
to withstand sanctions. The situation in Libya is obscure in the
short term, but its oil and gas industry will clearly be hard to
restore this year and this will have a longer—term effect on the
world oil market.

Strategic trends in the United States toward cutting
dependence on imported oil

By Lei Yue & Chen Jianrong, CNPC Research Institute for
Economics and Technology .

With the recent world political turbulence and soaring
world oil prices, the problem of oil security has captured global
attention. President Barack Obama is again promoting US energy
independence. This paper discusses the measures being taken,
and how successfully, by the Obama Administration to reduce
dependence on imported oil, including increasing domestic oil
production and energy efficiency, developing energy alternatives,
especially clean energy, diversifying transportation, etc. This
experience is analyzed to determine its applicability to China’ s
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energy security.

Price stabilization and the choice of domestic oil tax regime
in a vertically-integrated market

By Sun Zesheng, Zhejiang University of Science and Technology;
Wang Shuyun, Zhejiang Changzheng Vocational and Technical

College .

This paper explores the influence of different tax regimes
on domestic oil price stabilization in an imperfectly competitive
vertically integrated oil market. Faced with a global market shock,
price transmission elasticity is found to be quite different under
ad valorem and specific tax regimes. So the choice of domestic
tax regime should be determined mainly by the competitiveness
of the oil industry and by demand elasticity, with an ad valorem
tax regime the optimal choice compared to a specific tax system
in most situations. Because of a largely monopolistic market and
because of demand elasticity, an ad valorem tax regime would be
China’ s optimal choice for oil.

Impact of Kazakhstan’ s newly revised transfer pricing law
on international crude oil sales
By Jiang Dunqiang & Zhang Junping, CNPC International

(Mangistau) Co., Ltd. .

On June 30, 2010, Kazakhstan’ s government revised its
transfer pricing law. This law applies to petroleum and petroleum
products. The government published an official list of sources of
crude oil market price information. The supervisory institutions
inspect whether the transaction price conforms to the “market”
price. The new revision to the transfer pricing law expands the
scope of the main supervisory body, which requires companies to
monitor and report regularly on transactions and sign a “Transfer
Pricing Agreement”, and cancels former stipulations which
allow 10% deviations between a commodity’ s sale price and
the market price. The new transfer pricing law contains many
positive changes and amendments to the old, but there are some
problems. Outstanding issues remain, like the seeming unfairness
of imposing such control on Kazakhstan domestic transactions
and apparently too simple a determination of the market price etc.
This law’ s effect on oil companies’ international oil transactions
poses considerable fiscal risks to those companies. Therefore,



