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Executive Summary

For China, a cap on total oil consumption will require an energy revolution. This is a
systematic project, including not only the transformation of oil supply and demand
structure, but also the reform of oil consumption system and the development of market
mechanisms.

This report applies field research, data analysis, policy design and other
methods. Based on field research and data analysis, it provides suggestions and
countermeasures for promoting the construction of an oil cap system. The research
results in this report have certain reference significance for guiding the construction of
China’s oil cap system and mechanism and promoting China’s energy consumption
revolution.

Firstly, the current situation of national oil control system reform is analyzed from both
supply and demand perspectives. From the supply perspective, the goal is mainly to
increase environmental constraints on oil producing enterprises; from the demand
perspective, the main goals are reforming the mechanism that forms oil and gas prices,
encouraging the replacement of oil with new energy sources, and reforming public or
shared modes of transportation.

Secondly, the report clarifies the general thinking behind the reform of China'’s oil control
system. Adhering to the basic principles of government guidance, market dominance,
corporate ownership and public participation, and on the premise of guaranteeing
petroleum security, we should adopt the three methods of reduction, substitution
and clean utilization. These methods can help to reform and innovate oil production,
consumer lifestyle and consumption modes of petroleum resources and products so as
to minimize the growth rate of petroleum consumption and eventually to reduce overall
consumption.

Finally, the basic logical framework and key tasks for the next steps in reforming China’s
oil control system are put forward.

Reduction system and mechanism: In view of the main demand points of oil
consumption, we should adjust the structure of oil utilization and directly reduce the
demand for oil consumption. Guided by rationalizing the pricing mechanism, we should
speed up the establishment and improvement of a resource and environment price
mechanism that can reflect the supply and demand of the oil market, the degree of
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resource scarcity, and the ecological value and cost of environmental damage, so as
to make reducing oil consumption an endogenous driving force for market players.
We should eliminate backward production capacity in the petrochemical industry,
promote the innovation driven transformation and upgrading of the petrochemical
industry, vigorously implement the strategy of going out for petrochemical enterprises,
and reduce the demand for domestic petroleum from the production of chemical
products. We should further expand the scale of public transportation and rail transit
development, reform the traffic management system, and guide people to choose green
travel and avoid inefficient travel by sharing new models and reward mechanisms such
as the sharing economy, big data and “Internet +”. Promote the reform of energy-saving
systems and mechanisms and develop a long-term mechanism conducive to reducing
oil consumption.

Substitution system and mechanism: We will promote the development of alternative
energy sources such as natural gas, wind, solar and nuclear energy, encourage the
development of alternative oil consuming industries such as electric vehicles, gas
filling stations and charging stations, and realize clean energy and oil alternative
consumption. We will accelerate the reform of natural gas pipelines and storage
facilities, deepen the reform of natural gas pricing mechanisms, establish and improve
demand side management and peak shaving mechanisms for natural gas, and increase
the substitution of natural gas for oil. In conjunction with the reform of the electric power
system, we will promote the replacement oil with electricity. Establish and improve the
implementation of clean energy management coordination mechanisms and of fiscal
and financial preferential policies, implement new energy bases to absorb markets and
supporting power grid projects, and improve the level of clean energy production and
consumption. Construct a policy system conducive to the promotion and application of
new energy vehicles and accelerate the replacement of traditional fuel vehicles by new
energy vehicles.

Clean Utilization System and Mechanisms: Given that petroleum will remain the
most important energy source in China for a certain period of time, promoting
the clean utilization of petroleum is an effective strategy for improving the level of
petroleum consumption and realizing the efficient utilization of petroleum. In order to
comprehensively improve the overall level of green development in the petrochemical
industry, and with scientific and technological innovation providing support and green
standards providing the guarantee, we will promote the establishment and formation
of a long-term mechanism for the green development of the petrochemical industry.
By breaking the monopoly and pushing the so-called “three barrels of oil” to participate
in market competition, domestic oil enterprises are forced to transform into flexible
enterprises providing new energy and natural gas services, thus contributing to the
multiple objectives of saving resources, protecting the environment and public health,
and coping with climate change. Through green credit, green bonds, green stock index
and related products, green development funds, green insurance, carbon finance and
other financial instruments and related policies can support the transformation of the
whole social industrial system towards clean oil consumption.

10
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