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China Gas Market Overview (1)

1. IHS Markit, China Natural Gas Market Fundamentals, September 2017.  2. NDRC data, November 2017

ChinaΩs natural gas market ranked third globally at 200 Bcm+ in 2016

ÅAs domestic production growth lagged demand growth, import dependency has been 
rising

ÅFrom complete import independence in 2005, China imported 36% of its supply in 2016

Chinese gas demand growth has changed drastically in recent years.Following a drastic 
price reduction in end-2015 and environmental policy implementation, gas demand grew 
8.8% in 2016 and 18.6% y/y as of October 2017(2)

ÅHigh growth continues this year under pressure to meet air pollution control targets set 
for end- 2017

Natural gas is a small portion of the Chinese primary energy mix. In 2016, the share of 
natural gas in the primary energy mix was 4%, much lower thanthe worldΩs averageof
22%

ChinaΩs import dependency will continue to grow and will peak in ~early 2020s at 42%

Sino Gas & Energy: a low cost upstream pure play uniquely exposed to the shortage 
of natural gas supply and surge in demand



sinogasenergy.com ASX| SEH3

Policy Update ςKey Themes

1. IHS Markit, China Natural Gas Market Briefing Fourth Quarter 2017 Summary, November 2017 2. Bernstein Global Gas: From 
ǎǘǊǳŎǘǳǊŀƭ ǘǊŀŘŜ ǘƻ ǎŜŀǎƻƴŀƭ ǘǊŀŘŜΦ ²ƛƴǘŜǊ Ǝŀǎ ǇǊƛŎŜǎ ǘƻ ǎǇƛƪŜ ƻƴ /Ƙƛƴŀ ŘŜƳŀƴŘΣ му hŎǘƻōŜǊ нлмт оΦ w./Σ άChina Gas: China 
Ǝŀǎ ŎƻƴǎǳƳǇǘƛƻƴ Ҍнм҈ ƛƴ hŎǘƻōŜǊ ŀǎ ŎƛǘƛŜǎ ŎƻƴǘƛƴǳŜ ǎǿƛǘŎƘ ŦǊƻƳ Ŏƻŀƭ ǘƻ Ǝŀǎέ, 28 November 2017. 4. WoodMackenzie, 
ά/Ƙƛƴŀϥǎ ϦнҌнсϦ ǇƻƭƛŎȅ ǿƛƭƭ ŎŀǳǎŜ ƳƻǊŜ ǊŜŘǳŎǘƛƻƴ ƛƴ ǎǘŜŜƭ ŘŜƳŀƴŘέΣ bƻǾŜƳōŜǊ нлмт

Environmental policies mandating coal-to-gas switching before year-end 

stimulate large incremental gas demand (1)

Government reiterated goal of increasing natural gasΩ share of primary energy to 10% in 2020 and 
15% in 2030 (2)

ÅThere is a major push into EOY to fulfill short to medium term targets aggressively at the local level : 

ÅKey northern provinces must switch over 3.2m households representing ~1.2 Bcmof new gas 
demand until year-end (1)

ÅTianjin is aiming to switch 1.2 million homes to gas and electricity by the end of 2018(3)

2+26 Policy (4): 

Å Earlier in 2017, the Central government released a policy to control pollution in Beijing, Tianjin and 
26 cities in the surrounding region:  strict production restrictions for polluting industries from mid-
November 2017 to mid-March 2018

Å This policy was put hastily in place to meet aggressive environmental targets to reduce the 
concentration of fine particulate matter (PM2.5) by 25% by 2017 in the Beijing-Tianjin-Hebei region, 
which was set up in the air pollution prevention and control action plan (APPCAP)

Seasonality:  China is a highly seasonal gas market, with demand heavily skewed to winter months. 
Demand growth is concentrated in sub-sectors such as heating and power, arising from the 
government coal to gas conversion policy(2)
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China Versus ROW Global Demand
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1. China: Source: 2016: SIA Estimates, November 2017 (for 2017: 244bcm). 2030: NDRC, October 2017. 2. East 
Australia: Meeting east AustraliaΩs gas supply challenge, McKinsey, March 2017. 3. Europe and USA: Global 
gas supply and demand report, McKinsey Insights, July 2017

While the ROWôs demand stagnates or remains stable, Chinaôs is set to nearly 

triple by 2030

b
cm

Triple +8%

+9%

ÅAsia is the key driver of demand growth, adding 465bcm of additional demand between 2016 and 2030 (3)

ÅModest growth in the USA, EU (3)

ÅEast Australia domestic demand is expected to remain flat (2)
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1. IHS Markit, China Power Market Fundamentals, November 2017. 

é.2016 additions continued the trend of diversifying supply (1)

Å Coal contributed to 57% of installed capacity 
by end-2016, -2% y/y, mainly due to  
overcapacity-cutting government initiative 
and fast expansion of renewables

Å CoalΩs share of total power generation 
dropped from 67% in 2015 to 65% in 2016

Å Gas turbines reached 4% of installed 
capacity, up from 3% in 2015

Å Gas-fired power generation rose by 13% in 
2016, lower than the 41% rise in 2015, but 
still above the 6% increase of installed 
capacity 

Å Rising needs for heating supply supported a 
significant increase in CHP unit utilization, 
combined with a relatively large increase in 
installed capacity
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Pollution Map of China (1)

1. Bernstein Global Gas: China steps on the gas. Will this trigger the next LNG super-cycle? 18 October 2017

Bohai Rim is the most polluted part of China which is where coal to gas is being 

focused
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2017 Gas Demand Growth Surge

Á 2Q and 3Q demand were up 22% and 26% 
y/y, respectively

Á Demand growth driven by coal to gas 
switching, increased gas fired power 
generation, surge in gas fueled 
transportation ςwith a strong emphasis 
post 19th Party Congress and need to meet 
EoYtargets

Á Expect strong demand to continue in 4Q (1)

1. Bernstein Global Gas: China steps on the gas. Will this trigger the next LNG super-cycle, 18 October 2017

2. Source: NDRC, November 2017

3. IHS MarkitΣ /ƘƛƴŀΩǎ tǊƻǾƛƴŎƛŀƭ Dŀǎ 5ŜƳŀƴŘ ŀƴŘ bŀǘƛƻƴŀƭ {ǳǇǇƭȅ hǳǘƭƻƻƪΣ !ǳƎǳǎǘ нлмт

Tripling of gas demand expected by 2030 (1)

Keyareas of policy support specific to 
upstream players include: 
ÅElimination of industrial coal and switching to natural 

gas;

ÅExpansion of pipeline networks and lower transportation 
costs;

ÅAccelerating natural gas usage in transportation, 
residential and power generation; 

Å Increased investment in exploration and development of 
domestic gas resource in order to meet rising demand

2017 Monthly natural gas demand growth (2)
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China Versus ROW Global Supply

{ƻǳǊŎŜǎΥ  DǊŀǇƘΥ aŜŜǘƛƴƎ Ŝŀǎǘ !ǳǎǘǊŀƭƛŀΩǎ Ǝŀǎ ǎǳǇǇƭȅ ŎƘŀƭƭŜƴƎŜΣ aŎYƛƴǎŜȅΣ aŀǊŎƘ нлмтΦ /ƘƛƴŀΥ {L! 9ƴŜǊƎȅΣ bƻǾŜƳōŜǊ нлмт 
(150bcm domestic supply forecasted for 2017).  ROW: Global gas supply and demand perspective to 2030, McKinsey, July 2017. 

мΦ Dƭƻōŀƭ Ǝŀǎ ǎǳǇǇƭȅ ŀƴŘ ŘŜƳŀƴŘ ǇŜǊǎǇŜŎǘƛǾŜ ǘƻ нлолΣ aŎYƛƴǎŜȅΣ Wǳƭȅ нлмтΦ  нΦ aŜŜǘƛƴƎ Ŝŀǎǘ !ǳǎǘǊŀƭƛŀΩǎ Ǝŀǎ ǎǳǇǇƭȅ ŎƘŀƭƭŜƴƎŜΣ 
McKinsey, March 2017. 

ÅGlobal natural gas supply will grow by 1.4% p.a. between 2016 and 2030 to around 4,300bcm driven the USA, the Middle 
East, and China(1)

ÅChina is under increasing pressure to develop domestic reserves as demand outpaces supply (1)

ÅExisting and planned gas production in east Australia is expected to decline by ~1.3% per year to 2030 (2)
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2017 Gas Supply Growth Update (1)

Á All supply sources grew strongly in 3Q17, following the 2Q trend 

Á 3Q17 domestic production growth remained high at 11.5%, slightly lower than 2Q17 13.2% growth 
Quarterly production volumes reached 34.8 Bcm

Á Total imports grew by 35.9% in 3Q17

Á Quarterly LNG import growth registered at 52.1% y/y
ÅChina lacks LNG storage (10 days of storage capacity versus 50 in the USA), leading to increased reliance on spot LNG 

in winter (2)

Á With high import volumes, especially LNG imports, the import dependency hit a new record of 41.5% in 
third quarter 2017

1. IHS Markit, China Natural Gas Market Briefing Fourth Quarter 2017 Summary, November 2017

2. Bernstein Global Gas: From structural trade to seasonal trade. Winter gas prices to spike on China demand, 
20 October 2017

Both domestic production and imports grew strongly in third quarter 2017 in 

response to demand surge
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Northern China Infrastructure Update (1)

1. SIA Energy, Gas Market Infrastructure Report 1H 2017, November 2017

2. Pipeline update: China Natural Gas Market Briefing Fourth Quarter 2017 Summary, November 2017

Under-Construction & Proposed Trunk Lines in Northern China

New pipelines targeting the northern China market (Beijing, Tianjin, Hebei and surrounding areas) include not only the 
proposed CNPC Shenyang-Yongqingpipeline (transporting Russian gas), but also the CNPC Shaanxi-Beijing IV (completed 
mid-October, testing not yet complete(2)), the proposed Sinopec Ordos-Anping-CangzhouSNG Pipeline and proposed 
/bhh/Ωǎ MengxiSNG Pipeline (1)

SGE Assets
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We expect upward pressure on pricing in China as the marginal cost of supply 
increases and oil prices increase

Global Gas Prices Overview

1. SIA Energy, September 2017 city gate prices: weighted average ςUS$7.24/mscf. Shanghai = US$8.9/ mscf;  
Beijing, Shandong = US$8.1/mscf.  2. SIA Energy, October 2017 estimates.  3. BP Statistical Review of Energy, 
June 2017. 4. RBC estimates. LNG netback pricing, nominal terms assuming strip oil pricing 

A wide spread as of year-end 2017 

~US$3/ mscf(3)

US$5.5-8/ mscf(4)

Domestic LNG:
~US$13/ mscf (2)

City gate ~US$7-9/ mscf(1)

~US$5.5/ mscf(3)
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1. Source: Shanxi: IHS MarkitΣ /ƘƛƴŀΩǎ bŀǘǳǊŀƭ Dŀǎ CitygatePrice Outlook, August 2017, Real 2016 prices; US: Factset, Annual average Henry Hub 
historical and forward strip as of 6 October 2017

2. {ƻǳǊŎŜΥ LI{Σ /ƘƛƴŀΩǎ bŀǘǳǊŀƭ Dŀǎ {ǳǇǇƭȅ ŀƴŘ /ƻǎǘ hǳǘƭƻƻƪǎΣ !ǳƎǳǎǘ нлмсΣ ŀǎǎǳƳŜǎ ƻƛƭ ǇǊƛŎŜ ƛƴ нлнл ƻŦ ¦{ϷтнΦслκōōƭΣ ƛƴŎƭǳǎƛǾŜ of transportation to 
city-gate, current weighted average city-gate price as of September 2017, exchange rate of US:RMB of 6.47

3. J Energy estimates.  

One of the lowest cost natural gas producers in China
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ÁSino Gas targeting full-cycle Opex+ Capex 
under US$2/Mscf3 

ÁLow cost drivers:
ÅSimple development, limited fraccing
ÅModerate reservoir depths (~1,200-2,000m)
ÅStacked reservoirs
ÅExport quality gas (~95% methane) 
ÅProximity to pipeline infrastructure
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Tariff reduction varies by pipeline Regional gas supply cost comparison

Tariff cuts improve the cost competitiveness of piped gas, but Central Asian gas is 
still not competitive against LNG in coast markets 

Pricing Update

1. WoodMackenzie, Beijing commodity briefing series ςQ3 2017, November 2017

New tariff-setting mechanism has led to an average 15% reduction in 

interprovincial pipeline tariffs
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Disclaimer (1 / 2)

Sino Gas & Energy Holdings Limited (άSino Gasέ ASX: SEH) is an Australian energy company focused on developing natural gas assets in China. Sino Gas 
holds a 49% interest in Sino Gas & Energy Limited (άSGEέ), the operator of the Linxing and Sanjiaobei Production Sharing Contracts (PSCs) in the Ordos 
Basin, China's largest gas producing basin. SGE has been established in Beijing since 2005 and is jointly owned with China New Energy Mining Limited 
(άCNEMLέ) via a strategic partnership.

SGEΩs interest in the Linxing PSC with CUCBM (a CNOOC wholly-owned subsidiary) is 70% and 49% for the Sanjiaobei PSC held with PCCBM (a Petrochina
wholly-owned subsidiary). SGE has a 100% working interest during the exploration phase of the PSC, and SGEΩs PSC partners are entitled to participate 
upon Overall Development Plan (ODP) approval up to their PSC working interest by contributing their future share of costs.

Sino Gas also holds an option to acquire a 5.25% participating interest from SGE (assuming full SOE partner participation) in the Linxing PSC at ODP by 
contributing 7.5% of historical back costs to SGE. Upon exercise of the option, Sino Gas will hold the largest net working interest in the Linxing PSC.

Certain statements included in this release constitute forward looking information. This information is based upon a number of estimates and 
assumptions made on a reasonable basis by the Company in light of its experience, current conditions and expectations of future developments, as well 
as other factors that the Company believes are appropriate in the circumstances. While these estimates and assumptions are considered reasonable, 
they are inherently subject to business, economic, competitive, political and social uncertainties and contingencies. Whilst the Company considers all 
the material assumptions to be based on reasonable grounds, there is no certainty that they will prove correct or that the outcomes indicated in the 
Development Plan will be achieved. Production profile, plateau rates and other conceptual development plan parameters are indicative only and not 
guidance, and remain subject to any necessary regulatory approvals and applicable investment decisions.

Many factors could cause the CompanyΩs actual results to differ materially from those expressed or implied in any forward-looking information provided 
by the Company, or on behalf of, the Company.  Such factors include, among other things, risks relating to gas prices, exploration, acquisition, 
development and operating risks, gas production rates, the costs associated with producing these volumes, access to product markets, product prices, 
competition, production risks, regulatory restrictions, including environmental regulation and liability, potential title disputes and additional funding 
requirements.  Further, despite the Company having attempted to identify all material factors that may cause actual results to differ, there may be 
other factors that cause results not to be as anticipated, estimated or intended.  Forward-looking information is no guarantee of future performance 
and, accordingly, investors are cautioned not to put undue reliance on forward-looking information due to the inherent uncertainty therein. Forward-
looking information is made as at the date of this release (or as otherwise specified) and the Company disclaims any intent or obligation to update 
publicly such forward-looking information, whether as a result of new information, future events or results or otherwise.

The purpose of this presentation is to provide general information about the Company (it is in summary form and does not purport to be all inclusive or 
complete). No representation or warranty, express or implied, is made by the Company that the material contained in this presentation will be achieved 
or prove to be correct. Except for statutory liability which cannot be excluded, each of the Company, its officers, employeesand advisers expressly 
disclaims any responsibility for the accuracy or completeness of the material contained in this presentation and excludes allliability whatsoever 
(including in negligence) for any loss or damage which may be suffered by any person as a consequence of any information in thispresentation or any 
error or omission therefrom.

This presentation should be read in conjunction with the Annual Financial Report as at 31 December 2016, the half year financial statements together 
with any ASX announcements made by the Company in accordance with its continuous disclosure obligations arising under the Corporations Act 2001 
(Cth). This document is protected by copyright laws.
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Disclaimer (2 / 2)

The statements of resources in this release have been determined to Society of Petroleum Engineers (SPE) Petroleum Resource Management Systems (PRMS) standards. 

The reserves and resources (as per below table) have been independently determined by internationally recognised oil and gas consultants RISC Operations Pty Ltd (RISC) (refer to announcement of 6 March 2017) 

using probabilistic and deterministic estimation methods. These statements were not prepared to comply with the China Petroleum Reserves Office (PRO-2005) standards or the U.S. Securities and Exchange 

Commission regulations and have not been verified by SGEôs PSC partners CNPC and CUCBM.

All resource figures quoted are unrisked mid-case unless otherwise noted. Sino Gasô attributable net Reserves & Resources assumes PSC partner back-in upon ODP approval (i.e. CUCBM take their entitlement of 

30% interest in Linxing PSC and CNPC take their entitlement to 51% in the Sanjiaobei PSC) and does not include Sino Gasô option to acquire an interest of 5.25% in the Linxing PSC (by paying 7.5% of back costs) 

which was purchased in April 2017 (after the assessment date), rather it assumes exercise by a third party. Reserves & Resources are net of 4% in-field fuel for field compression and field operations. Reference point 

is defined to be at the field gate. No material changes have occurred in the material assumptions that would materially impact the reserves and resources as per the table below and subsequent work program 

exploration and appraisal results have been in line with expectations.

Information on the Reserves and Resources in the table below is based on an independent evaluation conducted by RISC Operations Pty Ltd (RISC), a leading independent petroleum advisory firm. The evaluation 

was carried out by RISC under the supervision of Mr. Peter Stephenson, RISC Partner, in accordance with the SPE-PRMS guidelines. Mr Stephenson has a M.Engin Petroleum Engineering and 30 years of 

experience in the oil and gas industry. Mr. Stephenson is a member of the SPE and MIChemE and is a qualified petroleum reserves and resources evaluator (QPPRE) as defined by ASX listing rules.  Mr Stephenson 

has consented to the form and context in which the estimated reserves and resources and the supporting information are presented in the table below. RISC is independent with respect to Sino Gas in accordance 

with the Valmin Code, ASX listing rules and ASIC requirements.

Reserves and Resources

SinoGasôAttributable Net Reserves & Resources as at 31 December 2016

SEH Attributable Net Reserves & 
Resources

1P 
Reserves (Bcf)

2P 
Reserves (Bcf)

3P
Reserves 

(Bcf)

2C 
Contingent 
Resources 

(bcf)

P50
Prospective 
Resources 

(bcf)1

31 December 2016 (Announced 6 

March 2017)
385 579 778 899 821

31 December 2015 (Announced 

10 March 2016)
362 552 751 814 733

Total 2016 Change (+/-%) +5% (2P) +10% +12%

Gross Project

31 December 2016
1,377 2,147 2,951 3,171 3,499

Note 1. The estimated quantities of petroleum that may potentially 

be recovered by the application of future development project(s) 

relate to undiscovered accumulations. These estimates have both 

an associated risk of discovery and a risk of development. Further 

exploration and appraisal is required to determine the existence of a 

significant quantity of potentially moveable hydrocarbons. The 

probability of development of the contingent area is estimated to be 

90%, with the additional probability of geological success assigned 

to prospective resources estimated to be 60-80%.

Development Plan Review
Sino Gas and Energy Holdings Limited have commissioned Beijing J-energy Company Limited (J-Energy) to provide technical advisory services. The review, and the production information and economic 

assumptions contained in this release relating to the review, for the purposes of the conceptual development plan is based on, and fairly represents, data and supporting documentation prepared by, or under the 

supervision of Mr Jin Po Dong and Mr Frank Fu.  The review assumes PSC partner back-in upon ODP approval (i.e. CUCBM take their entitlement of 30% interest in Linxing PSC and CNPC take their entitlement to 

51% in the Sanjiaobei PSC) and the exercise of Sino Gasô option to acquire an interest of 5.25% in the Linxing PSC (by paying 7.5% of back costs) which was purchased in April 2017. Mr Dong is a Vice-President of 

J-Energy Ltd and has a Bachelor of Petroleum Engineering from South West Petroleum University of China, has over 20 years of industry experience and is a member of the Society of Petroleum Engineers (SPE). 

Mr Fu is the Chief Operating Officer of Sino Gas & Energy Holdings Limited, holds a Bachelor of Science degree in Geology and Exploration, and has over 25 years of relevant experience in both conventional and 

unconventional hydrocarbon exploration & production in China and multiple international basins and a member of the Society of Petroleum Engineers (SPE). Such statements were issued with the prior written 

consent of Mr Dong and Mr Fu in the form and context in which they appear. The statements and opinions attributable to J-Energy are given in good faith and in the belief that such statements are reasonable and 

neither false nor misleading. J-Energy has considered and relied upon information obtained from the Company and information in the public domain. J-Energy has no pecuniary interest, other than to the extent of the 

professional fees receivable for their engagement, or other interest in the assets evaluated, that could reasonably be regarded as affecting our ability to give an unbiased view of these assets.

Financial Terms 
This presentation contains terms commonly used in the oil and gas industry which are not defined by or calculated in accordance with International Financial Reporting Standards (ñIFRSò), such as margin and free 

cashflow, which are non-IFRS measures. These terms should not be considered an alternative to, or more meaningful than the comparable measures determined in accordance with IFRS. The measures provide 

additional information to evaluate the conceptual development plan. The non-IFRS measures have not been subject to audit or review by Sino Gasô external auditors. Sino Gasô determination of these measures may 

not be comparable to that reported by other companies.
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Definitions and Conversions

1. Sources: BP Statistical Review, June 2016, FactsetOctober 2017, company calculations

Bcf ςbillion cubic feet
BOE ςbarrels of oil equivalent
CGS ςCentral gathering station
CNEML ςChina New Energy Mining Limited ς51% owner of SGE
CRR ςChinese Reserve Report
CUCBM ςChina United Coal Bed Methane, subsidiary of China National 

Offshore Oil Company (CNOOC), PSC Partner in Linxing PSC
EUR ςEstimated Ultimate Recovery
GIIP ςGas Initially in Place
GSA ςGas Sales Agreement
HSE ςHealth, Safety and Environment
IRR ςInternal Rate of Return
JMC ςJoint Management Committee
Mboe/d ςthousand barrel of oil equivalent per day
mmςmillion
MMbtu ςMillion British Thermal Units
MMscf/d ςMillion standard cubic feet per day
Mscf/d ςThousand standard cubic feet per day
NDRC ςNational Development and Reform Commission
ODP ςOverall Development Plan
PCCBM ςPetroChina CBM, subsidiary of PetroChina, PSC Partner in 

Sanjiaobei
PSC ςProduction sharing contract
SGE ςSino Gas Energy Limited ς{ƛƴƻ DŀǎΩ пф҈ ƻǿƴŜŘ Wƻƛƴǘ ±ŜƴǘǳǊŜ 

Company
SOE ςState Owned Enterprise 
Tcf ςtrillion cubic feet
ToPςTake or Pay 
YOY ςYear on Year

Definitions

1 barrel of oil equivalent (boe) = 6 thousand standard cubic feet gas 
(Mscf)

1 billion cubic meter (bcm) = 35.3 billion cubic feet (bcf)

1 BCM/annum = 0.1 bcf/d

1 million ton LNG = 48 bcf gas

1 US dollar (US$) = 6.6  Chinese Remnimbi(RMB)

1 RMB/meter cubed = US$4.26/Mscf (at 6.6RMB/US$)

1 million tonnesoil equivalent (mmtoe) = 39.2 bcf

1 million british thermal units (mmbtu) = 0.99 Mscf

1 bcf natural gas generates aprox. 112 gigawatthours of electricity (in 
a modern power plant)

1  tonneof coal equivalent (tce)= 0.7 tonnesof oil equivalent (toe) = 27 
Mscfgas

Approximate conversion factors 1
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