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To the Shareholders

Dear Sir or Madam,

EXPLANATORY STATEMENT RELATING TO
GENERAL MANDATES TO ISSUE SECURITIES AND REPURCHASE SHARES

AND
RE-ELECTION OF DIRECTORS

INTRODUCTION

The purpose of this document is to provide you with information in connection with the proposed

ordinary resolution set out as items A3, B1, B2 and B3 of the notice of Annual General Meeting for

the approval of renewal of the general mandates for issue of securities and repurchase Shares and

re-election of retiring directors at the Annual General Meeting to be held at Island Shangri-la Hong

Kong, Two Pacific Place, Supreme Court Road, Hong Kong on 25 May 2007 at 4:00 p.m. (the “Annual

General Meeting”). References in this document to “Shares” are share(s) of all classes in the issued

share capital of CNOOC Limited (the “Company”).
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GENERAL MANDATES TO ISSUE SECURITIES AND REPURCHASE SHARES

At the Annual General Meeting of the Company held on 24 May 2006, ordinary resolutions were

passed granting general mandates to the directors of the Company (the “Directors”), inter alia, (i) to

repurchase Shares not exceeding 10 per cent. of the aggregate nominal amount of the issued share

capital of the Company as at 24 May 2006; and (ii) to allot, issue and deal with additional Shares not

exceeding 20 per cent. of the aggregate nominal amount of the issued share capital of the Company

as at 24 May 2006 and those Shares not exceeding 10 per cent. of the aggregate nominal amount of

the issued share capital of the Company as at 24 May 2006 which may be repurchased by the Company

(collectively referred to as “Existing General Mandates”).

The Existing General Mandates will lapse at the conclusion of the Annual General Meeting.

Accordingly, new general mandates to issue securities and to repurchase Shares, respectively, as set

out as ordinary resolutions in the notice of the Annual General Meeting, are now proposed to be

granted. The Directors, at the date hereof, have no immediate plans to repurchase any existing Shares

or to issue any new securities pursuant to the relevant mandates.

The explanatory statement, as required by the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited (the “Listing Rules”) to be sent to the shareholders of the

Company (the “Shareholders”) in connection with the proposed general mandate to issue securities

and repurchase Shares, is set out in Appendix I to this document. The explanatory statement contains

all information reasonably necessary to enable the Shareholders to make an informed decision on

whether to vote for or against the relevant resolutions at the Annual General Meeting.

RE-ELECTION OF DIRECTORS

Pursuant to Article 97 of the Articles of Association (the “Articles”) of the Company, Messrs.

Luo Han, Wu Guangqi, Chiu Sung Hong and Tse Hau Yin, Aloysius will retire from office at the

Annual General Meeting and, being eligible for re-election, have offered themselves for re-election.

Details of such Directors required to be disclosed under the Listing Rules are set out in Appendix

II to this document.

ANNUAL GENERAL MEETING

A notice convening the Annual General Meeting is set out on pages 127 to 132 of the annual

report of the Company for the year ended 31 December 2006.

There is no Shareholder that is materially interested in the proposed resolutions regarding the

general mandates to issue securities and repurchase Shares, and therefore none of the Shareholders is

required to abstain from voting in respect of such resolutions.

Pursuant to the Articles of the Company, at any general meeting of the Company, a resolution put

to the vote of the meeting shall be decided on a show of hands unless a poll is demanded. Details of

the procedures by which Shareholders may demand a poll are set out in Appendix III to this document.

For the sake of good corporate governance practice, the Chairman intends to demand voting by poll

for all the resolutions set out in the notice of the Annual General Meeting.
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A form of proxy for use at the Annual General Meeting is enclosed. Shareholders are requested

to complete the form of proxy and return it to the registered office of the Company at 65th Floor, Bank

of China Tower, 1 Garden Road, Central, Hong Kong in accordance with the instructions printed on

it not less than 48 hours before the time appointed for the holding of the meeting or any adjournment

thereof (as the case may be), if they do not intend to be present in person at the meeting. Completion

and return of the form of proxy will not preclude Shareholders from attending and voting at the

meeting or any adjournment thereof if they so wish and, in such event, the relevant form of proxy shall

be deemed to be revoked.

RECOMMENDATION

The Directors believe that the granting of the general mandates to issue securities and repurchase

Shares, and the re-election of the said Directors are in the best interests of the Company and the

Shareholders as a whole, and accordingly recommend the Shareholders to vote in favour of all the

relevant resolutions to be proposed at the Annual General Meeting.

Yours faithfully,

For and on behalf of the Board

CNOOC Limited
Fu Chengyu

Chairman
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The following is the explanatory notes required to be sent to the Shareholders under the Listing

Rules in connection with the proposed general mandate for repurchase of securities and also

constitutes the memorandum required under section 49BA of the Companies Ordinance.

GENERAL MANDATE TO REPURCHASE SHARES

At the Annual General Meeting, an ordinary resolution will be proposed to give the Directors a

general and unconditional mandate (the “Repurchase Mandate”) to exercise all the powers of the

Company to repurchase on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) the

issued and fully paid Shares. Under the Repurchase Mandate, the number of Shares that the Company

may repurchase shall not exceed 10 per cent. of the aggregate nominal amount of the issued share

capital of the Company as at the date of passing the resolution.

Shareholders should note that the Repurchase Mandate covers purchases made only during the

period ending on the earliest of the date of the next annual general meeting of the Company, the date

by which the next annual general meeting of the Company is required by any applicable laws or the

Articles of the Company to be held and the date upon which such authority is revoked or varied.

SHARE CAPITAL

On 3 April 2007, being the latest practicable date before printing of this document for

ascertaining certain information for the purpose of inclusion in this document (the “Latest Practicable

Date”), 43,328,552,648 Shares were in issue and fully paid. Assuming that there are no changes from

the Latest Practicable Date to the date of the Annual General Meeting in the Company’s issued and

fully paid share capital and subject to the passing of the ordinary resolution approving the Repurchase

Mandate, the maximum number of Shares that may be repurchased by the Company pursuant to the

Repurchase Mandate will be 4,332,855,264 Shares.

DIRECTORS AND CONNECTED PERSONS

None of the Directors nor, to the best of the knowledge and belief of the Directors having made

all reasonable enquiries, any of their respective associates (as defined in the Listing Rules) has a

present intention, in the event that the Repurchase Mandate is approved by the Shareholders, to sell

Shares to the Company or its subsidiaries.

No persons who are connected persons (as defined in the Listing Rules) have notified the

Company that they have a present intention to sell Shares to the Company or have undertaken not to

sell any of the Shares held by them to the Company, in the event that the Company is authorised to

make purchases of Shares, on the Stock Exchange.

DIRECTORS’ UNDERTAKING

The Directors have undertaken to the Stock Exchange to exercise the powers of the Company to

make purchases pursuant to the Repurchase Mandate in accordance with the Listing Rules and all

applicable laws of Hong Kong.
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EFFECT OF THE HONG KONG CODE ON TAKEOVERS AND MERGERS

If as a result of a repurchase of Shares by the Company, a Shareholder’s proportionate interest

in the voting rights of the Company increases, such increase will be treated as an acquisition for the

purpose of the Hong Kong Code on Takeovers and Mergers (the “Takeovers Code”). As a result, a

Shareholder, or a group of Shareholders acting in concert, depending on the level of increase of its

or their shareholding, could obtain or consolidate control of the Company and become obliged to make

a mandatory offer in accordance with Rules 26 and 32 of the Takeovers Code.

As at the Latest Practicable Date, the immediate controlling shareholder of the Company,

CNOOC (BVI) Limited (“CNOOC BVI”), was recorded in the register required to be kept by the

Company under section 336(1) of the Securities and Futures Ordinance as having an interest in

28,772,727,268 Shares, representing approximately 66.41 per cent of the issued share capital of the

Company as at that date. CNOOC BVI is a wholly-owned subsidiary of Overseas Oil & Gas

Corporation, Limited (“OOGC”), which is in turn a wholly owned subsidiary of China National

Offshore Oil Corporation (“CNOOC”). Accordingly, CNOOC (BVI)’s interests are recorded as the

interests of OOGC and CNOOC. OOGC also has a direct interest in 5 Shares. If the Repurchase

Mandate is exercised in full, CNOOC BVI, OOGC and CNOOC will be regarded as being interested

in approximately 73.78 per cent of the reduced issued share capital of the Company. Regardless of

such increase in shareholding, neither CNOOC BVI, OOGC nor CNOOC would become obliged to

make a mandatory offer for all securities not already owned by it or its concert parties under Rule 26

of the Takeovers Code.

PUBLIC FLOAT

The Directors do not have a present intention to exercise the Repurchase Mandate to such extent,

causing the public float of the securities of the Company to fall below 25 per cent.

LISTING RULES FOR REPURCHASE OF SHARES

Reasons for Repurchase

The Directors consider that the Repurchase Mandate will provide the Company with the

flexibility to make such repurchases when appropriate and beneficial to the Company and its

Shareholders. Such purchases may, depending on the market conditions and funding arrangements at

the time, lead to an enhancement of the net asset value per Share and/or earnings per Share.

Source of Funds

Repurchases must be made from internal resources, borrowings and/or other funds legally

available for the purpose in accordance with the Company’s Memorandum and Articles of Association,

the Listing Rules and applicable laws and regulations in Hong Kong.
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On the basis of the consolidated financial position of the Company as at 31 December 2006

(being the date to which the latest published audited financial statements of the Company have been

made up) and in particular the working capital position and gearing ratio of the Company and the

number of Shares in issue, the Directors consider that there will not be a material impact on the

working capital or the gearing position of the Company in the event that the proposed repurchases

were to be carried out in full at any time during the proposed repurchase period. No repurchase would

be made in circumstances that would have a material adverse impact on the working capital of the

Company (as compared with the position disclosed in the latest published audited financial

statements) unless the Directors consider that such purchases were in the best interests of the

Company and its Shareholders as a whole.

SHARE REPURCHASE MADE BY THE COMPANY

The Company has not repurchased any of its Shares (whether on the Stock Exchange or

otherwise) in the six months preceding the Latest Practicable Date.

GENERAL

During each of the twelve months preceding the Latest Practicable Date, the highest and lowest

traded prices for Shares on the Stock Exchange were as follows:

Price Per Share

Month Highest Lowest

HK$ HK$

2006

April 6.85 6.05

May 6.55 5.85

June 6.20 5.25

July 6.62 6.25

August 7.15 6.62

September 6.77 6.28

October 6.57 6.24

November 6.89 6.48

December 7.39 6.76

2007

January 7.48 6.64

February 6.61 6.30

March 6.85 6.16

April (up to the Latest Practicable Date) 6.88 6.84
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The following are the particulars of the Directors who are proposed for re-election at the Annual

General Meeting as required under Rule 13.51(2) of the Listing Rules:

Luo Han

Born in 1953, Mr. Luo received a doctorate degree from the Petroleum University in China. He

has over 30 years of experience in the oil industry in the PRC. He joined CNOOC in 1982. From 1993

to 1999, Mr. Luo served as the Vice President of China Offshore Oil Eastern South China Sea

Corporation and concurrently as the Chairman of the CACT (CNOOC-AGIP-Chevron-Texaco)

operators group, and the Executive Vice President of China Offshore Oil East China Sea Corporation,

a subsidiary of CNOOC. In 1999, he served as the General Manager of CNOOC China Limited’s

Shanghai Branch. Mr. Luo is a Vice President of CNOOC, a position he has held since 2000. He also

serves as the Chairman of the Board of Directors of Zhonghai Trust & Investment Co., Ltd., a

subsidiary of CNOOC, and the Director of CNOOC China Limited, a subsidiary of the Company. Mr.

Luo was appointed as an Executive Director of the Company with effect from 20 December 2000, and

was re-designated from Executive Director to Non-executive Director with effect from 1 September

2006.

Save as aforesaid, Mr. Luo does not have any relationship with any other Director, senior

management, substantial shareholder or controlling shareholder of the Company.

Apart from holding 8,230,000 share options in the Company, Mr. Luo has no other interest in the

Company’s securities within the meaning of Part XV of the Securities and Futures Ordinance.

Under the service contract between the Company and Mr. Luo, Mr. Luo is entitled to an annual

emolument of HK$1,318,280. The emolument of Mr. Luo was determined by reference to industry

standards and prevailing market conditions. The Remuneration Committee will review the level of

directors’ remuneration from time to time and make recommendations to the Board for adjustments if

necessary. Mr. Luo’s appointment was for an initial period of 12 months and is expected to be renewed

on a 12 months’ rolling basis, subject to 3 months’ notice of termination. Mr. Luo is subject to the

provisions of his service contract and the retirement provisions in the Articles of Association of the

Company.

There is no other information required to be disclosed pursuant to any of the requirements of

Rule 13.51(2)(h) — 13.51(2)(v) of the Listing Rules, nor are there any other matters to be brought to

the attention of the shareholders of the Company.

Wu Guangqi

Born in 1957, Mr. Wu is a geologist and graduated with a Bachelor of Science degree from the

Ocean University of China, majoring in Marine Geology. He also holds a master’s degree in

Management from the China Petroleum University. Mr. Wu joined CNOOC in 1982. He became the

Deputy General Manager of CNOOC Oil Technical Services Company, a subsidiary of CNOOC, in

1994. Mr. Wu was appointed as Director of the Administration Department of CNOOC in 1995 and

became the Director of the Ideology Affairs Department of CNOOC in 2001. Mr. Wu was appointed
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Assistant President in 2003, and has been the Head of Disciplinary Division (Vice President

equivalent) of CNOOC since 2004. Mr. Wu has also served as an Independent Non-executive Director

of China Yangtze Power Limited, a company listed on the Shanghai Stock Exchange, since May 2003,

and the Compliance Officer of the Company since 1 June 2005. Mr. Wu was appointed as an Executive

Director of the Company with effect from 1 June 2005.

Save as aforesaid, Mr. Wu does not have any relationship with any other Director, senior

management, substantial shareholder or controlling shareholder of the Company.

Apart from holding 3,380,000 share options in the Company, Mr. Wu has no other interest in the

Company’s securities within the meaning of Part XV of the Securities and Futures Ordinance.

Under the service contract between the Company and Mr. Wu, Mr. Wu is entitled to an annual

emolument of HK$2,396,280. The emolument of Mr. Wu was determined by reference to industry

standards and prevailing market conditions. The Remuneration Committee will review the level of

directors’ remuneration from time to time and make recommendations to the Board for adjustments if

necessary. Mr. Wu’s appointment was for an initial period of 12 months and is expected to be renewed

on a 12 months’ rolling basis, subject to 3 months’ notice of termination. Mr. Wu is subject to the

provisions of his service contract and the retirement provisions in the Articles of Association of the

Company.

There is no other information required to be disclosed pursuant to any of the requirements of

Rule 13.51(2)(h) — 13.51(2)(v) of the Listing Rules, nor are there any other matters to be brought to

the attention of the shareholders of the Company.

Chiu Sung Hong

Born in 1947, Mr. Chiu received an LL.B. degree from the University of Sydney. He is admitted

as a solicitor of the Supreme Court of New South Wales and the High Court of Australia. He has over

30 years’ experience in legal practice and is a director of a listed company in Australia. Mr. Chiu is

the founding member of the Board of Trustees of Australian Nursing Home Foundation and served as

the General Secretary of the Australian Chinese Community Association of New South Wales. Mr.

Chiu was appointed as an Independent Non-executive Director of the Company with effect from 7

September 1999.

Mr. Chiu does not have any relationship with any other Director, senior management, substantial

shareholder or controlling shareholder of the Company.

Apart from holding 1,150,000 share options in the Company, Mr. Chiu has no other interest in

the Company’s securities within the meaning of Part XV of the Securities and Futures Ordinance.

There is no service contract between the Company and Mr. Chiu. Mr. Chiu is entitled to an annual

emolument of HK$950,000. The emolument of Mr. Chiu was determined by reference to industry
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standards and prevailing market conditions. The Remuneration Committee will review the level of

directors’ remuneration from time to time and make recommendations to the Board for adjustments if

necessary. Mr. Chiu is subject to the retirement provisions in the Articles of Association of the

Company.

There is no other information required to be disclosed pursuant to any of the requirements of

Rule 13.51(2)(h) — 13.51(2)(v) of the Listing Rules, nor are there any other matters to be brought to

the attention of the shareholders of the Company.

Tse Hau Yin, Aloysius

Born in 1948, Mr. Tse is a fellow of The Institute of Chartered Accountants in England and

Wales, and the Hong Kong Institute of Certified Public Accountants (“HKICPA”). Mr. Tse is a past

president of the HKICPA. He joined KPMG in 1976 and became a partner in 1984 and retired in March

2003. Mr. Tse was a non-executive Chairman of KPMG’s operations in the PRC and a member of the

KPMG China advisory board from 1997 to 2000. Mr. Tse is currently an independent non-executive

director of China Construction Bank Corporation, China Telecom Corporation Limited, Wing Hang

Bank, Limited and Linmark Group Limited, companies listed on The Stock Exchange of Hong Kong

Limited. Mr. Tse is also the chairman of the International Advisory Council of the People’s Municipal

Government of Wuhan. Mr. Tse was appointed as an Independent Non-executive Director of the

Company with effect from 8 June 2005.

Mr. Tse does not have any relationship with any other Director, senior management, substantial

shareholder or controlling shareholder of the Company.

Mr. Tse has no interest in the Company’s securities within the meaning of Part XV of the

Securities and Futures Ordinance.

There is no service contract between the Company and Mr. Tse. Mr. Tse is entitled to an annual

emolument of HK$950,000. The emolument of Mr. Tse was determined by reference to industry

standards and prevailing market conditions. The Remuneration Committee will review the level of

directors’ remuneration from time to time and make recommendations to the Board for adjustments if

necessary. Mr. Tse is subject to the retirement provisions in the Articles of Association of the

Company.

There is no other information required to be disclosed pursuant to any of the requirements of

Rule 13.51(2)(h) — 13.51(2)(v) of the Listing Rules, nor are there any other matters to be brought to

the attention of the shareholders of the Company.
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Pursuant to Article 69(a) of the Articles of Association of the Company, a resolution put to the

vote of a general meeting shall be decided on a show of hands unless (before or on the declaration of

the result of the show of hands or on the withdrawal of any other demand for a poll) a poll is demanded

by:

(i) the Chairman of such meeting; or

(ii) at least three members present in person (or in the case of a member being a corporation,

by its duly authorised representative) or by proxy and entitled to vote at the meeting; or

(iii) any member or members present in person (or in the case of a member being a corporation,

by its duly authorised representative) or by proxy and representing in aggregate not less

than one-tenth of the total voting rights of all members having the right to attend and vote

at the meeting; or

(iv) any member or members present in person (or in the case of a member being a corporation,

by its duly authorised representative) or by proxy and holding Shares conferring a right to

attend and vote at the meeting on which there have been paid up sums in aggregate equal

to not less than one-tenth of the total sum paid up on all Shares conferring that right.
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