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weak, there was a widespread decline in the performance
of major international oil companies. The net profits of
their main businesses fell sharply and oil and gas output
continued to drop. Low gas prices in the US influenced
the upstream operating profits of all companies, but the
difference in downstream profitability was significant, with
capital expenditure basically being equal to that of last year,
while downstream investment rose again. The companies
strengthened their management of operating capital to
maintain steady financial conditions. As a result, the capital
debt ratio reduced somewhat. With respect to the trend,
control of upstream resources remains the top priority
of major oil companies and they are tending to seek new
oil and gas fields. They are divesting themselves of risky
upstream businesses, and mitigating asset portfolio risks.
In addition, they are becoming more active in mergers and
acquisitions of unconventional oil and gas assets in North
America, devoting greater efforts to developing natural
gas business and gradually increasing the percentage of
natural gas, and adjusting asset structures and enhancing
the profitability of downstream business. The pattern of
competition is changing among major international oil
companies, national oil companies and independent oil
companies.

The overseas oilfield engineering technology service
market continues rapid growth in 2011-2012

By LIU Bing, CNPC Economics & Technology Research
Institute; LIU Weijiang, CNPC International Department

In 2011-2012, global economic growth slowed down,
crude demand grew slightly, and international oil prices
remained high. International oil companies continued to
expand the scale of their investment in prospecting and
development, and strengthened such work, which provided
opportunities for the rapid growth of the overseas oilfield
engineering technology service market. The value of
overseas oil field engineering technology services in 2011
totaled 321 billion dollars, an increase of around 20%. It is
expected that such rapid development will continue in 2012,
and the market value will amount to 361.8 billion dollars,
rising by around 13%. The increased demand resulting from
this growth will promote the rise of equipment, consumable
and service prices, the expansion of various service market
segments, and the whole market will enter a new and rapid
stage of development stage in the next few years. But some
market segments face a potential risk from oversupply of
services, operating risks from the continued rise of service
and raw material costs, and problems such as limits being
imposed on market access by resource—rich countries
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seeking localization, and monopolization in key markets
due to intensified merger and acquisition activity by major
service providers.

The corporate social responsibility philosophy of
major international oil companies and their latest
responsibility management practices

By LI Wen, Kunlun Energy Company Limited

The development of corporate social responsibility
among global enterprises is showing features and trends
such as globalization, pluralistic participants, standardized
evaluation systems and gradual incorporation into enterprise
strategy and management. Since the start of the new
century, the five major international oil companies (Shell,
BP, Exxon Mobil, Chevron and Total) have developed the
social responsibility philosophy of giving due consideration
to their responsibility respectively for the economy, society
and the environment, with sustainable development
being the objective. They have attached importance to
the transformation of development modes, stressed that
the "mode" and the "result" are of equal importance, and
integrated the social responsibility philosophy into their
corporate culture. The major international oil companies
are comprehensively promoting the management and
practice of corporate social responsibility with five overall
strategies: integrating the responsibility philosophy into
the company strategy and management system in an all—
round way; identifying stakeholders, and determining
major responsibility topics; establishing a key performance
index system giving consideration to the responsibility
respectively for the economy, environment and society;
regarding social investment as an important approach
for participation in community building; establishing
an information disclosure mechanism to enhance the
transparency of the company. The experience and practice
of the five major international oil companies in corporate
social responsibility and their work in this field reflect their
strategic selection in innovation management in their drive
toward economic globalization background, and merit the
attention of Chinese enterprises.

Opportunities and challenges in the Iranian energy
market under sanctions by the US and the EU

By LEI Shan, XIAO Yuru, HAN Meng & ZOU Tao,
Petroleum Exploration & Production Research Institute of
Sinopec

The international community has formed a
comprehensive system for sanctions against the Iranian



energy sector, which is led by the US and supported by the
EU and other pro—US countries. Its core purpose is to attack
the oil industry on which Iran relies for its survival and to
compel Iran to give up the plan to obtain nuclear weapons
and weapons of mass destruction. So far, 13 companies
have been sanctioned by the US for their commercial
activities in the Iranian energy sector, and a great number
of international oil companies have withdrawn from Iran.
Chinese oil companies are facing serious challenges: the
possibility of being sanctioned, increased operating costs
as a result of sanctions, and the impact on their business
in North America. It should also be noted that Chinese oil
companies are afforded with tremendous opportunities
in the Iranian energy market: 1) The US will not directly
impose sanctions against Chinese oil companies without
careful consideration; 2) The departure of EU and US oil
companies leaves the Iranian energy market in a vacuum;
3) Iran may implement more preferential financial and
tax policies to attract investment; 4) The United Nations
is unlikely to pass a resolution on sanctions against the
Iranian energy sector. In the current situation, Chinese
oil companies shall safeguard their energy interests in
Iran from the standpoint of maintaining China’ s energy
security, pursue flexible coping strategies to evade risks and
grasp opportunities.

Analysis of the audit of the buyback under the Iranian
petroleum buyback contract
By WANG Jiaxing, CNPC Iran Company

According to the Iranian buyback contract, the
operator shall follow the contract clauses, and pay for the
investment necessary for contract execution in advance.
Such investment can be regarded as investment costs,
calculated for interests and recovered only after being
audited by the National Iranian Oil Company (NIOC). In
this paper, based on the working practice, the experience in
the audit of buyback contract projects from the perspective
of the operator is set forth. This includes the improvement
of financial system functions, selection of prepayments
accounting subjects, cost control of financial expenses,
the determination of fixed asset standards, the completion
of accounting vouchers and payment documentation,
strict adherence to purchase procedures, strict execution
of purchase contracts and order conditions, control and
following—up of contract execution progress, and the timely
determination of human resource policies, as well as the
reasonableness and compliance of the labor cost incurred
and the implementation of the details of buyback contract
clauses. They are conductive to the timely confirmation and

recovery of operators' investment costs.

Financial management strategies of Iranian buyback
contracts

By PAN Gaobo, China National Oil and Gas Exploration
and Development Corporation

Iran has abundant oil & gas resources. As Europe and
the US intensify their sanctions, Western oil companies
are leaving the Iranian oil and gas markets, creating
unprecedented opportunities for Chinese oil companies to
enter in greater numbers. However, risks of conflict and the
harsh international political environment for Iran will lead
the buyback contract meeting with strong resistance during
its execution. From the perspective of financial management
and business accounting, during the execution of a buyback
contract, effective financial management approaches
shall be sought, the business accounting system shall be
detailed, fund management, financial cost management
and tax accounting shall be strengthened, and the scientific
management level shall be improved continuously.

Analysis of value added tax refunds in Kazakhstan
By ZHAO Juan, PetroChina Aktobe Petroleum & Gas Co.,
Ltd

Kazakhstan levies value added taxes and implements
a zero tax rate for goods exported for sale. In view of the
new tax law promulgated in Kazakhstan on January Ist,
2009, this paper centers on relevant problems concerning
applications for value added tax refunds by oil companies
in Kazakhstan. The conditions and procedures related to
value added tax refunds and the reasons for refusing to
make refunds are analyzed in terms of theory and practice.
Suggestions are provided for Chinese—funded oil companies
in Kazakhstan to realize value added tax refunds.

Analysis of the competitiveness of three routes for the
utilization of natural gas

By HU Yan, PetroChina East China Chemicals Marketing
Company; LI Jun, PetroChina Planning and Engineering
Institute

The selection of the routes for the development and
utilization of shale gas in the US and natural gas in Qatar
will have an influence on the China’ s relevant businesses,
such as imports of LNG, lubricant base oil and methanol.
Considering the annual consumption of 5 billion cubic
meters of natural gas, the competitiveness of the projects
of the three main routes for the utilization of natural gas
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