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Building an oil and gas company from the exploration stage 
through discovery and ultimately to production is no easy task. 
Yet Primeline Energy’s CEO, Dr. Ming Wang, managed to do it 
with the help of a number of notable partners - namely Victor 
Hwang, President, Chairman and major shareholder, as well as 
China National Offshore Oil Corporation (“CNOOC”). Dr. Wang 
was driven to create an oil and gas company that could supply 
China with energy produced in its own back yard. Primeline 
Energy (PEH) TSV.V: PEH is one of only a handful of foreign 
companies which have succeeded in producing hydrocarbons 
from offshore China. 

The path to success was not easy, but Primeline managed to 
complete the development and production build-out and pro-
duction commenced in July 2014. However, only six months 
into their contract, Primeline’s sole customer, government-
owned Zhejiang Gas (“ZG”), arbitrarily decided that, because 
there were cheaper supply options available, they would force 
PEH to accept a large price discount. Primeline had no choice 
but to pursue arbitration for breach of contract by Zhejiang Gas. 
The uncertainty associated with a legal arbitration process neg-
atively affected PEH’s share price, and by 2016 a number of 
shareholders had thrown in the towel, sending the stock price 
down to an all-time low. 
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Shareholders can hardly be blamed for abandoning the stock, 
with uncertainties of timing and success for a small, emerging 
company going up against a large, government owned utility! 
However, Primeline and Dr. Ming Wang persevered to protect 
PEH shareholders and won. Ultimately, PEH negotiated a small 
7% discount for the remaining 12 years of its 15 year contract, 
leaving Primeline with one of the highest gas price contracts in 
the world, at approximately US$13.00/mcf. Within 4 weeks of 
the settlement with ZG, $49 million was deposited in PEH’s bank 
account, and the banks that initially funded PEH’s 49% share of 
the capital costs deferred about $40 million due in 2016/2017, 
and also reduced the interest on the outstanding loan to 4%.

With these favourable results, uncertainty has been greatly di-
minished for Primeline! With certainty on their gas contract price, 
certainty of more favorable bank lending terms, and certainty 
with regards to management’s ability to successfully negotiate 
with government, we believe the message to shareholders is 
positive. Primeline is back on track to build the Company, pay 

down debt with existing cash flow, and continue exploration on 
their 4,397 km2 block in the East China Sea. Although Primeline 
still have disputes with CNOOC on commercial and operational 
issues, judging from what they achieved in the ZG dispute, we 
felt that they will reach satisfactory resolution on that.

The Chinese government is being pressured to improve air qual-
ity by its awaking pollution on environmental issues, and natural 
gas is a viable solution to reducing pollution problems in China. 
Dirty coal-fired power plants, along with small coal burners that 
are used for cooking and heating, produce toxic smog. Small 
particles lodge in the lungs of citizens causing health issues, 
including respiratory diseases and premature death. Public out-
rage has already prompted Chinese officials to shut dirty coal 
facilities around Beijing, and while there are other “clean” al-
ternatives such as solar and wind, gas is still a viable option in 
many cases.

High Margin Upside Potential Identified
McDaniel independently assessed upside as follows:
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Meet the CEO of Primeline Energy Holdings
Dr. Wang joined Primeline in January 1994 and was appointed Vice President of Exploration in  
December 1996, responsible for technical operations, including the successful drilling of the Lishui 36-1 
discovery well. He was instrumental in negotiating all operating arrangements. Dr. Wang was appointed 
CEO in April 2006. He has extensive knowledge of, and contacts within China’s petroleum industry and 
regulatory bodies. Dr. Wang holds a PhD in Geology from Imperial College, London.
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 Dr. G. Ming Wang,  
CEO

Investment Thesis
China’s determination to improve air quality has already been 
seen with dirty coal-fired power plants and facilities being 
closed, especially near big cities like Beijing. China has stated 
that natural gas will represent 8% of all total energy consump-
tion by 2019. PEH’s gas is fetching US$13/mcf, therefore the 
next 6 years of cash flow should see the debt repaid in full. 
Our assumption is based on their EBITDA of $50 million and 
remaining debt of US$230 million.

Further exploration success on their planned 2018 drill program 
will add nicely to their bottom line. The Company is currently 
seeking new opportunities through the help of CLSA (formally 
Credit Lyonnais Securities Asia, now part of China’s CITIC 
Group). PEH provides investors with significant upside due 
to their positioning as a “clean energy” provider with enough 
future cash flow to meet their obligations and emerge as an 
intermediate-sized energy company.

Producing gas with very high gas price contract secured
•  LS36-1 gas field in produc-

tion, accessing market 
through the regional pro-
duction infrastructure hub

•  Rolling development in 
field and nearby

•  Exploration in the 4,397 
km2 concession can be 
hooked into the producing 
LS36-1 facility
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Meet the President and Chairman of Board, Victor Hwang
Mr. Hwang owns 70% of Primeline. He is Executive Director of the family-controlled Chyau Fwu Corporation. The Hwang family’s 
core business includes property development and hospitality, and is headquartered in Hong Kong with substantial property and 
other investments in Hong Kong, Singapore, Beijing, Taiwan, London, France and elsewhere. Mr. Hwang holds a BSc in Business 
Administration.

CHF Disclaimer: Statements that are forward-looking, including statements relating to the future growth of the company’s assets or 
expressions suggesting future outcomes or events are believed to be reasonable but, cannot be relied upon. Forward-looking state-
ments and the use of words such as “expect to”, “will be”, are based on current information and expectations that involve a number 
of risks and uncertainties, which could cause actual results or events to differ materially from those anticipated. Such information 
contained herein represents CHF’s knowledge and best judgment as of the date hereof based on information currently available. 
CHF undertakes no obligation to update any forward-looking statement, whether as a result of new information, future events or 
otherwise. The company does not intend to update this information. The TSX Venture Exchange does not accept responsibility for 
the adequacy or reliability of information in this publication. 

CHF recommends that individuals consult a registered financial advisor and carry out their own independent due diligence before 
making an investment in any publicly-traded company. 

Contact CHF 
Cathy Hume, CEO
80 Richmond Street W, Suite 303, Toronto, M5H 2A4 | T: 416.868.1079 x231 | E: cathy@chfir.com

CHF is recognized as the best full service, cost-effective, outsourced Investor Commu-
nications and Capital Markets firm for emerging to mid-cap companies in Canada. By fo-
cusing on face-to-face relationships in the investment community, we measure our suc-
cess through our clients’ success. Our business has succeeded due to client retention  
and industry referrals.

Author of CHF Spotlight Article: Cathy Hume, CHF Investor Relations
Cathy is a high profile, Canadian Investor Relations leader. She was an instructor of Ryerson University’s 
course, “Resource Valuation, Financing, and Investor Relations” offered by The Chang School of Business 
as part of its Certificate in Mining Management. She is also an advisor in External Business for the Ted 
Rogers Leadership Centre. Cathy co-chaired Women in Mining Toronto for the past 7 years.

Specializing successfully in providing individually-crafted comprehensive representation to the investment 
community, CHF serves an international portfolio of publicly-listed companies, operating in a broad range 
of industries that include mining developers and producers, oil and gas, communications, high-tech, and 
special situations fields.

Cathy Hume,  
CEO


