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CONNECTED TRANSACTIONS 

As at December 31, 2007, CNPC directly owns an 

aggregate of approximately 86.29% of the shares of the 

Company and therefore transactions between the Group 

and CNPC constitute connected transactions between 

the Group and CNPC under the Listing Rules and the 

listing rules of the Shanghai Stock Exchange (“SSE Listing 

Rules”). As at December 31, 2007, CNPC (Hong Kong) 

Limited (stock code: 135) (“CNPC (HK)”) is a 51.89% owned 

subsidiary of CNPC. Therefore, transactions between the 

Group and CNPC (HK) constitute connected transactions 

of the Group under the Listing Rules and SSE Listing Rules. 

As Beijing Gas Group Co., Ltd. (“Beijing Gas”) and China 

Railway Materials and Suppliers Corporation (“CRMSC”) are 

respectively a substantial shareholder (as defined under the 

Listing Rules) of Beijing Huayou Gas Corporation Limited 

and PetroChina & CRMSC Oil Marketing Company Limited, 

the Group’s subsidiaries, pursuant to the Listing Rules, 

the transactions between the Group and Beijing Gas and 

CRMSC respectively constitute connected transactions 

of the Group. China National Oil and Gas Exploration and 

Development Corporation (“CNODC”), a state-owned 

enterprise the entire interest of which is owned by CNPC, 

is interested in 50% interest in CNPC Exploration and 

Development Company Limited (“CNPC E&D”).  The 

Company is interested in the remaining 50% interest in 

CNPC E&D.  Pursuant to the Listing Rules, CNPC E&D is 

a connected person of the Company and any transaction 

between the Group and CNPC E&D constitutes connected 

transaction of the Group. On December 28, 2006, the Group 

became interested in 67% equity interest in PetroKazakhstan 

Inc. (“PKZ”) through CNPC E&D. Pursuant to the Listing 

Rules, any subsidiaries of CNPC E&D being a connected 

person will also be treated as connected person(s) of the 

Group. Therefore, transactions between the Group and PKZ 

constitute connected transactions of the Group.

One-off Connected Transactions

1. Disposal of Equity Interests in China National United 

Oil Corporation

On March 18, 2007, the Company entered into an 

equity transfer agreement with CNPC, pursuant to which the 

Company has agreed to dispose 70% of the equity interests 

in China National United Oil Corporation to CNPC for a 

consideration of approximately RMB1.01 billion. As CNPC 

is the controlling shareholder of the Company, CNPC is a 

connected person of the Company under the Listing Rules 

and therefore such equity transfer constitutes a connected 

transaction of the Company. Details of the transaction were 

announced by the Company on March 18, 2007 and in the 

circular to the shareholders dated March 30, 2007.  The 

transaction was approved by the independent shareholders 

of the Company at the annual general meeting held on May 

16, 2007. 
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2. Acquisition of Assets of the Risk Operation Service 

Business from CNPC

On August 23, 2007, the Company entered into an 

acquisition agreement with CNPC, pursuant to which 

the Company has agreed to acquire the assets of the 

risk operation service business from CNPC. Pursuant 

to the acquisition agreement, the Company has paid 

CNPC a consideration in the sum of RMB1,652,279,200 

(approximately HK$1,700,225,600), representing the value 

of the net assets of the risk operation service business 

as at December 31, 2006. The parties shall adjust the 

consideration by reference to the net assets generated 

by the risk operation service business for the period 

from January 1, 2007 to August 31, 2007 as shown in 

the management accounts for that period. As CNPC is 

the controlling shareholder of the Company, CNPC is a 

connected person of the Company under the Listing Rules 

and therefore such asset acquisition constitutes a connected 

transaction of the Company. Details of the transaction were 

announced by the Company on the website of the Hong 

Kong Stock Exchange on August 23, 2007.

3. Capital Injection concerning CNPC Exploration and 

Development Company Limited

On December 27, 2007, the Company entered a 

“Capital Injection Agreement Concerning CNPC Exploration 

and Development Company Limited” with CNODC and 

CNPC E&D. Pursuant to the agreement, the Company 

and CNODC, as shareholders of CNPC E&D, shall inject 

capital in the aggregate amount of RMB16,000 million 

(approximately HK$16,944 million) into CNPC E&D. The 

Company and CNODC shall each make a capital injection of 

RMB8,000 million (approximately HK$8,472 million) in cash, 

payable in one lump sum. Upon completion of the capital 

injection, the Company and CNODC will continue to hold 

50% of the shares of CNPC E&D respectively.

As CNODC is a wholly-owned subsidiary of CNPC, 

the controlling shareholder of the Company, CNODC is a 

connected person of the Company pursuant to the SSE 

Listing Rules and the Listing Rules. As CNODC holds 50% 

of the shares of CNPC E&D and CNPC E&D is a non-wholly 

owned subsidiary of the Company, CNPC E&D is also a 

connected person of the Company under the Listing Rules. 

Therefore, the capital injection by the Company and CNODC 

into CNPC E&D also constitutes a connected transaction 

of the Company under the SSE Listing Rules and the 

Listing Rules. Details of the transaction were announced 

by the Company on the websites of the Hong Kong Stock 

Exchange and the Shanghai Stock Exchange on December 

27, 2007.

Continuing Connected Transactions 

(I) Continuing Connected Transactions with CNPC

The Group and CNPC continue to carry out certain 

existing continuing connected transactions. The Company 

sought independent shareholders’ approval at the general 

meeting held on November 8, 2005 for a renewal of the 

existing continuing connected transactions and the new 

continuing connected transactions and proposed the new 

caps for existing continuing connected transactions and 

the new continuing connected transactions for January 1, 

2006 to December 31, 2008. The Company further sought 

independent shareholders’ approval at the general meeting 

held on November 1, 2006 for a renewal of the caps for 

the existing continuing connected transactions for January 

1, 2006 to December 31, 2008 which were previously 

approved by shareholders at the general meeting held on 

November 8, 2005.

The Group and CNPC will continue to carry out the 

existing continuing connected transactions referred to in the 

following agreements:
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1. Comprehensive Products and Services Agreement, 

First Supplemental Comprehensive Agreement and Second 

Supplemental Comprehensive Agreement

(1) The Group and CNPC continue to implement 

the Comprehensive Products and Services Agreement 

(“Comprehensive Agreement”) entered into on March 10, 

2000 for the provision (i) by the Group to CNPC and (ii) by 

CNPC to the Group, of a range of products and services 

which may be required and requested from time to time by 

either party and/or its subsidiary companies and affiliates. 

The Comprehensive Agreement has been amended by the 

First Supplemental Comprehensive Agreement and the 

Second Supplemental Comprehensive Agreement.

The term of the Comprehensive Agreement was 

initially 10 years starting from the date when the Company’s 

business license was issued. This term has been amended 

by the Second Supplemental Comprehensive Agreement to 

3 years commencing from January 1, 2006.

During the term of the Comprehensive Agreement, 

termination of the product and service implementation 

agreements described below may be effected from 

time to time by the parties to the product and service 

implementation agreements providing at least 6 months’ 

written notice of termination in relation to any one or more 

categories of products or services. Further, in respect of 

any products or services already contracted to be provided, 

termination may not take place until after such products and 

services have been provided.

(A) Products and Services to be provided by the Group 

to CNPC

Under the Comprehensive Agreement, products and 

services to be provided by the Group to CNPC include 

such products as refined products, chemical products, 

natural gas, crude oil and such services as relating to the 

supply of water, electricity, gas and heating, quantifying and 

measuring and quality inspection and other products and 

services as may be requested by the CNPC Group for its 

own consumption, use or sale from time to time.

(B) Products and Services to be provided by CNPC to 

the Group

More products and services are to be provided by 

CNPC to the Group, both in terms of quantity and variety, 

than those to be provided by the Group to CNPC. Products 

and services to be provided by CNPC to the Group have 

been grouped together and categorised according to the 

following types of products and services:

●  Construction and technical services, including 

but not limited to exploration technology service, 

downhole operation service, oilfield construction 

service, oi l  ref inery construction service and 

engineering and design service; 

●  Production services, including but not limited to 

water supply, electricity generation and supply, gas 

supply and communications; 

●  Supply of materials services, including but not limited 

to purchase of materials, quality control, storage of 

materials and delivery of materials; 

●  Social services, including but not limited to security 

services, education and hospitals; 

●  Ancillary services, including but not limited to 

property management, training Centre s and 

guesthouses; and 

●  Financial services, including but not limited to loans 

and deposits services.
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The Comprehensive Agreement details specific pricing 

principles for the products and services to be provided 

pursuant to the Comprehensive Agreement. If, for any 

reason, the specific pricing principle for a particular product 

or service ceases to be applicable, whether due to a change 

in circumstances or otherwise, such product or service 

must then be provided in accordance with the following 

general pricing principles as defined in the Comprehensive 

Agreement:

(a) state-prescribed prices; or 

(b)  where there is no state-prescribed price, then 

according to the relevant market prices; or 

(c)  where neither (a) nor (b) is applicable, then according 

to: 

(i)   the actual cost incurred; or 

(ii)   the agreed contractual price.

In particular, the Comprehensive Agreement stipulates, 

among other things, that: 

(i)    the loans and deposits shall be provided at prices 

determined in accordance with the relevant interest 

rate and standard for fees as promulgated by 

the People’s Bank of China. Such prices must 

also be more favourable than those provided by 

independent third parties; and 

(ii)    the guarantees shall be provided at prices not 

higher than the fees charged by the state policy 

banks in relation to the provision of guarantees. 

References must also be made to the relevant 

state-prescribed price and market price.

(2) First Supplemental Comprehensive Agreement

The First Supplemental Comprehensive Agreement 

dated June 9, 2005 was entered principally to amend 

the definitions of “state-prescribed price” and “market 

price” in the Comprehensive Agreement in view of the 

characteristics of overseas business and to amend the term 

of the Comprehensive Agreement to three years. The First 

Supplemental Comprehensive Agreement took effect on 

December 19, 2005.

(3) Second Supplemental Comprehensive Agreement

The Second Supplemental Comprehensive Agreement 

entered into by CNPC and the Company on September 

1,2005 provides for certain new continuing connected 

transactions between the Company and certain companies 

in which both the Company and CNPC are shareholders, 

and where CNPC and/or its subsidiaries and/or affiliates 

(individually or together) is/are entitled to exercise, or 

control the exercise of, 10% or more of the voting power 

at any general meeting of such company (“Jointly-owned 

Companies”). In the Second Supplemental Comprehensive 

Agreement, CNPC and the Company agreed to amend 

certain terms of the Comprehensive Agreement, including, 

among other things, that:

●  both CNPC and the Company shall provide and 

shall procure their respective entities including their 

subsidiaries, branches and other relevant units to 

provide products and services in accordance with 

the terms and principles of the Comprehensive 

Agreement; 

●  the CNPC Group will provide certain risk operation 

services as part of the construction and technical 

services to the Group, and these include the 

provision of exploration, production and other 

relevant services within certain and specific reserves 

of the Company with exploration and exploitation 

difficulties; 

●  the Group will provide certain financial assistance to 

the Jointly-owned Companies including entrustment 

loans and guarantees; 
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●  the Jointly-owned Companies will provide certain 

f inancia l  ass istance to the Group inc luding 

entrustment loans and guarantees; and

Under the Second Supplemental Comprehensive 

Agreement, the products and services shall be provided 

at prices determined according to the pricing principles 

for the corresponding products or services under the 

Comprehensive Agreement (as amended).

The Second Supplemental Comprehensive Agreement 

has taken effect on January 1, 2006.

2. Product and Service Implementation Agreements

According to the current arrangements, from time 

to time and as required, individual product and service 

implementation agreements may be entered into between 

the relevant service companies and affiliates of CNPC or 

the Group providing the relevant products or services, as 

appropriate, and the relevant members of the Group or 

CNPC, requiring such products or services, as appropriate.

Each product and service implementation agreement 

will set out the specific products and services requested 

by the relevant party and any detailed technical and other 

specifications which may be relevant to those products 

or services. The product and service implementation 

agreements may only contain provisions which are in all 

material respects consistent with the binding principles 

and guidelines and terms and conditions in accordance 

with which such products and services are required to be 

provided as contained in the Comprehensive Agreement.

As the product and service implementation agreements 

are simply further elaborations on the provision of products 

and services as contemplated by the Comprehensive 

Agreement, they do not as such constitute new categories 

of connected transactions.

3. Land Use Rights Leasing Contract

The Company and CNPC continue to implement 

the Land Use Rights Leasing Contract entered into on 

March 10, 2000 under which CNPC has leased a total 

of 42,476 parcels of land in connection with all aspects 

of the operations and business of the Company covering 

an aggregate area of approximately 1,145 million square 

metres, located throughout the PRC, to the Company 

for a term of 50 years at an annual fee of RMB2 billion. 

The total fee payable for the lease of all such property 

may, after the expiration of 10 years from the date of the 

Land Use Rights Leasing Contract, be adjusted (to reflect 

market conditions prevalent at such time of adjustment, 

including the then prevailing marketing prices, inflation or 

deflation (as applicable) and such other factors considered 

as important by both parties in negotiating and agreeing 

to any such adjustment) by agreement between the 

Company and CNPC. In addition, any governmental, legal 

or other administrative taxes and fees required to be paid 

in connection with the leased properties will be borne by 

CNPC. However, any additional amount of such taxes 

payable as a result of changes in the PRC government 

policies after the effective date of the contract shall be 

shared proportionately on a reasonable basis between 

CNPC and the Company.

4.  Bu i ld ings Leas ing Contract  and Bui ld ings 

Supplementary Leasing Agreement

The Company and CNPC continue to implement 

the Buildings Leasing Contract entered into on March 

10, 2000 pursuant to which CNPC has leased to the 

Company a total of 191 buildings covering an aggregate 

of area of approximately 269,770 square metres, located 

throughout the PRC for the use by the Company for its 

business operation including the exploration, development 

and production of crude oil, the refining of crude oil and 

petroleum products, the production and sale of chemicals, 

etc. The 191 buildings were leased at a price of RMB145 

per square metre per year, that is, an aggregate annual fee 
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of RMB39,116,650 for a term of 20 years. The Company 

is responsible for the payment of any governmental, legal 

or other administrative taxes and maintenance charges 

required to be paid in connection with these 191 buildings.  

The details of the buildings leased to the Company by CPC 

are set out in the Buildings Leasing Contract.

Further to the Buildings Leasing Contract mentioned 

above, the Company entered into a Supplemental 

Buildings Leasing Agreement (the “Supplemental Buildings 

Agreement”) with CNPC on September 26, 2002 under 

which CNPC agreed to lease to the Company another 404 

buildings in connection with the operation and business of 

the Company, covering an aggregate of 442,730 square 

meters. Compared to the Buildings Leasing Contract, the 

increase in the units being leased in the Supplemental 

Buildings Agreement is mainly attributable to the expansion 

of the Company’s operations mainly in the areas such as 

oil and natural gas exploration, the West-East Gas Pipeline 

Project and the construction of the northeast refineries 

and chemical operation base. The total rent payable 

under the Supplemental Buildings Agreement amounts to 

RMB157,439,540 per annum. The Company and CNPC will, 

based on any changes in their production and operations, 

and changes in the market price, adjust the sizes and 

quantities of buildings leased under the Buildings Leasing 

Contract as well as the Supplemental Buildings Agreement 

every three years. The Supplemental Buildings Agreement 

became effective on January 1, 2003 and will expire at the 

same time as the Buildings Leasing Contract. The terms 

and conditions of the Buildings Leasing Contract will, to 

the extent not contradictory to the Supplemental Buildings 

Agreement, continue to apply.

5. Intellectual Property Licensing Contracts

The Company and CNPC continue to implement 

the three intellectual property licensing contracts entered 

into on March 10, 2000, being the Trademark Licensing 

Contract, the Patent and Know-how Licensing Contract 

and the Computer Software Licensing Contract. Pursuant 

to these licensing contracts, CNPC has granted the 

Company the exclusive right to use certain trademarks, 

patents, know-how and computer software of CNPC at no 

cost. These intellectual property rights relate to the assets 

and businesses of CNPC which were transferred to the 

Company pursuant to the restructuring.

6. Contract for the Transfer of Rights under Production 

Sharing Contracts

The Company and CNPC continue to implement 

the Contract for the Transfer of Rights under Production 

Sharing Contracts dated December 23, 1999. As part of the 

restructuring, CNPC transferred to the Company relevant 

rights and obligations under 23 production sharing contracts 

entered into with a number of international oil and natural 

gas companies, except for the rights and obligations relating 

to CNPC’s supervisory functions.

During the period between the establishment the 

Company and December 31, 2007, CNPC further entered 

into ten additional production sharing contracts which 

are currently effective. All the rights and obligations under 

these production sharing contracts have been assigned 

to the Company, which have also been approved by 

the Ministry of Commerce of the PRC. According to the 

Contract for the Transfer of Rights for the Exploration and 

Oil Production in the Daqing Zhaozhou Oilfield Blocks 13 

(3-6) and the Contract for the Transfer of Rights under 

Production Sharing Contracts entered into in May 2002 and 

April 2007, respectively, between the Company and CNPC, 

CNPC has agreed to assign to the Company all of its rights 

and obligations under seven out of these ten additional 

production sharing contracts executed on or prior to June 

30, 2007 at nil consideration and subject to applicable PRC 

laws and regulations, except for the rights and obligations 

relating to CNPC’s supervisory functions.

7. Guarantee of Debts Contract

The Company and CNPC continue to implement the 

Guarantee of Debts Contract entered into on March 10, 

2000, pursuant to which all of the debts of CNPC relating to 
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the assets transferred to the Company in the restructuring 

were also transferred to, and assumed by, the Company.

In the Guarantee of Debts Contract, CNPC has agreed 

to guarantee certain of the debts of the Company at no cost. 

As at December 31, 2007, the total amount guaranteed was 

RMB498 million.

As each of the applicable percentage ratio(s) (other 

than the profits ratio) in respect of the Trademark Licensing 

Contract, the Patent and Know-how Licensing Contract, 

the Computer Software Licensing Contract, the Contract for 

the Transfer of Rights under Production Sharing Contracts 

and the Guarantee of Debts Contract is less than 0.1%, 

these transactions are exempted from the reporting, 

announcement and independent shareholders’ approval 

requirements under Chapter 14A of the Listing Rules. The 

Directors believe that these transactions had been entered 

into in the normal and ordinary course of business for the 

benefits of the Company, and are in the interests of the 

shareholders as a whole.

(II) Continuing Connected Transactions with CNPC E&D

The following continuing connected transactions 

arose as a result of the completion of the acquisition of the 

67% equity interest in PKZ, which was announced by the 

Company on August 23, 2006, on December 28, 2006:

●  the provision of production services by CNPC to the 

Group; 

●  the provision of construction and technical services 

by CNPC to the Group; 

●  the provision of material supply services by CNPC to 

the Group.

Upon completion of the acquisition of the 67% equity 

interest in PKZ, 2006, PKZ became a subsidiary (as defined 

under the Listing Rules) of CNPC E&D. As CNPC is the 

controlling shareholder of the Company and as each of 

CNPC and the Company is interested in 50% interest in 

CNPC E&D respectively, therefore, CNPC and CNPC E&D 

are connected persons of the Company under the Listing 

Rules. The caps for these continuing connected transactions 

have already been included in that for continuing connected 

transactions between the Group and CNPC.

(III) Continuing Connected Transactions with CNPC (HK)

As part of the restructuring of CNPC and in preparation 

for the listing of the Company on HKSE, and as disclosed in 

the Company’s prospectus dated March 27, 2000, CNPC 

and the Company entered into the Contract for the Transfer 

of Rights under Production Sharing Contracts whereby the 

relevant rights and obligations (other than the supervisory 

functions related to CNPC’s role as representative of 

the PRC government) of CNPC under certain contracts, 

including the Blocks 9-1 to 9-5 of the Xinjiang Karamay 

Oilfield Petroleum Contract dated July 1, 1996, entered into 

between CNPC and Hafnium Limited (“Xinjiang Contract”) 

and the Leng Jiapu Area Petroleum Contract dated 

December 30, 1997, entered into between CNPC and 

Beckbury International Limited (“Liaohe Contract”), were 

novated to the Company.

CNPC (HK) is a company listed on the HKSE and a 

51.89% owned subsidiary of CNPC. Upon the effective 

novation by CNPC to the Company of the above interest 

in the PRC Oil Production Sharing Contracts (the Xinjiang 

Contract and the Liaohe Contract), certain transactions 

pursuant to the PRC Oil Production Sharing Contracts 

constitute continuing connected transactions between the 

Company and CNPC (HK) pursuant to the Listing Rules and 

the SSE Listing Rules.

Summary of the major terms and conditions of these 

continuing connected transactions under the Xinjiang 

Contract and the Liaohe Contract are as follows:
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(1) Production and development cost sharing between 

the Company and CNPC (HK): The Company and CNPC 

(HK) shall share the development costs as well as the oil and 

natural gas produced from blocks 9-1 to 9-5 of the Karamay 

Oilfield, as to 46% by the Company and 54% by CNPC 

(HK), and from the Leng Jiapu Block of Liaohe Oilfield (“Leng 

Jiapu Oilfield”), as to 30% by the Company and 70% by 

CNPC (HK).

(2) Provision of assistance by the Company to CNPC 

(HK): The Company shall provide assistance to CNPC 

(HK), including: (i) leasing warehouses, terminal facilities, 

barges, pipeline and land, etc.; (ii) obtaining approvals 

necessary for the conduct of the petroleum operations; and 

(iii) obtaining office space, office supplies, transportation 

and communication facilities. For such assistance, CNPC 

(HK) will pay an annual assistance fee of US$50,000 for 

each of blocks 9-1 to 9-5 of the Karamay Oilfield and the 

Leng Jiapu Oilfield. The amount of such fee was determined 

after negotiations, and has taken into account the actual 

circumstances and conditions, including the scope of the 

projects and the level of demand for such assistance. This 

fee shall be accounted for as operating costs and shared 

by the Company and CNPC (HK) in accordance with the 

procedures described in the Xinjiang Contract and the 

Liaohe Contract.

(3) Payment of tra in ing fees: In the course of 

development and operations of each oilfield, CNPC (HK) 

shall pay the Company an amount of US$50,000 annually 

for the training of personnel carried out by the Company for 

each of blocks 9-1 to 9-5 of the Karamay Oilfield and the 

Leng Jiapu Oilfield. The amount of such fee was determined 

after negotiations, and has taken into account the actual 

circumstances and conditions, including the scope of the 

projects and the level of demand for training.

(4) Sale of crude oil by CNPC (HK) to the Company: 

CNPC (HK) has the right to deliver its share of oil production 

from each of blocks 9-1 to 9-5 of the Karamay Oilfield and 

the Leng Jiapu Oilfield to a destination of its choice, except 

for destinations which infringe on the political interests of 

the PRC. However, given the transportation costs and 

the prevailing oil prices, the only likely purchaser of the oil 

production attributable to CNPC (HK) from each of blocks 

9-1 to 9-5 of the Karamay Oilfield and the Leng Jiapu Oilfield 

is CNPC or its affiliates, including the Company, which will 

accept delivery of oil produced in blocks 9-1 to 9-5 of the 

Karamay Oilfield and the Leng Jiapu Oilfield at the market 

price. Since the signing of the PRC Oil Production Sharing 

Contracts, CNPC (HK) has sold all of its share of the oil 

production to CNPC or its affiliates, including the Company. 

As far as the Board of Directors is aware, CNPC (HK) intends 

to continue with this arrangement. There is no contractual 

obligation upon the Company to purchase oil produced 

from blocks 9-1 to 9-5 of the Karamay Oilfield and the Leng 

Jiapu Oilfield, although, from a commercial perspective, 

the Company intends to continue to accept part of the 

deliveries. The price of various grades of crude oil sold shall 

be set either with reference to the price approved by the 

relevant PRC authorities, or as determined with reference to 

the prevailing fair market price for transactions of crude oil of 

a similar quality in the major oil markets. This will be adjusted 

to take into account the terms of transportation, payment 

and other terms.

The waiver in respect of the above continuing 

connected transactions between the Company and CNPC 

(HK) granted by the HKSE expired on December 31, 2006. 

As each of the applicable percentage ratio(s) (other than the 

profits ratio) in respect of the above continuing connected 

transactions between the Company and CNPC (HK) is 

more than 0.1% but less than 2.5%, these transactions are 

exempted from the independent shareholders’ approval 
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requirements and are only subject to the reporting and 

announcement requirements under Rule 14A.34 of the 

Listing Rules. An announcement was made by the Company 

on August 23, 2006 in respect of the reporting and 

announcement obligations for these continuing connected 

transaction for the period from January 1, 2007 to December 

31, 2008.

(IV) Continuing Connected Transactions with CRMSC and 

Beijing Gas

The Group has entered into continuing connected 

transactions with Beijing Gas and CRMSC pursuant to the 

following agreements. For the transactions with Beijing 

Gas, the Group has complied with the procedures for 

reporting and announcements obligations to the HKSE. 

The transactions with CRMSC and the caps for these 

transactions have been approved by HKSE and the same 

were first approved by shareholders at the extraordinary 

genera l  meet ing he ld on November  8,  2005 and 

subsequently approved by shareholders at the extraordinary 

general meeting held on November 1, 2006 with the revised 

caps.

(a) Beijing Gas Products and Services Agreement

The Company entered into a Products and Services 

Agreement with Beijing Gas on September 1, 2005. 

Pursuant to the agreement, the Group shall continuously 

provide products and services to Beijing Gas, including the 

provision of natural gas and natural gas related transmission 

services. The agreement was effective from January 1, 2006 

with a term of 3 years.

(b) CRMSC Products and Services Agreement

On September 1, 2005, the Company entered into the 

CRMSC Products and Services Agreement with CRMSC. 

Under the CRMSC Products and Services Agreement, 

products and services to be continuously provided by the 

Company to CRMSC include, among other things, refined 

products (such as gasoline, diesel and other petroleum 

products). The term of the CRMSC Products and Services 

Agreement is 3 years commencing from January 1, 2006.

During the term of the CRMSC Products and Services 

Agreement, the product and service implementation 

agreements may be terminated from time to time by the 

contracting parties providing at least 6 months’ written 

notice of termination in relation to any one or more 

categories of products or services. Further, in respect of 

any products or services already contracted to be provided, 

termination may not take place until after such products and 

services have been provided.

Caps for the Continuing Connected 
Transactions

The following caps in respect of the continuing 

connected transactions are set based on the annual 

volumes of the relevant transactions for the period from 

January 1, 2006 to December 31, 2008:

(A )  In  re la t ion  to  the  products  and serv ices 

contemplated under (a) the Comprehensive Agreement 

as amended by the First Supplemental Comprehensive 

Agreement and the Second Supplemental Comprehensive 

Agreement and also include the new continuing connected 

transactions arising as a result of the acquisition of interest 

in PKZ, (b) Buildings Leasing Contract and Supplemental 

Buildings Agreement, and (c) the CRMSC Products and 

Services Agreement, the total annual revenue or expenditure 

in respect of each category of products and services will not 

exceed the proposed maximum annual aggregate values set 

out in the following table:
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Proposed annual caps

Category of Products and Services 2006 2007 2008

RMB million

(i) Products and services to be provided by the Group to the CNPC Group (Note 1) 36,670 44,970 50,129

(ii) Products and services to be provided by CNPC to the Group

(a) Construction and technical services (Note 1) 114,681 115,039 105,661

(b) Production services (Note 1) 63,983 96,437 98,518

(c) Supply of materials services (Note 1) 5,356 5,459 5,574

(d) Social and ancillary services (Note 3) 5,000 5,000 5,000

(e) Financial Services

- Aggregate of the average daily outstanding principal of loans; the total amount of interest 
paid in respect of these loans; and other relevant charges (Note 3) 43,312 50,132 56,547

- Aggregate of the average daily amount of deposits; and the total amount of interest received 
in respect of these deposits (Note 3) 9,081 9,102 9,126

(iii) Financial services to be provided by the Group to the Jointly-owned Companies (Note 3) 21,235 32,840 44,465

(iv) Fee for land leases paid by the Group to CNPC (Note 3) 2,260 2,260 2,260

(v) Rental for buildings paid by the Group to CNPC (Note 3) 140 140 140

(vi) Provision of services by the Group to CNPC (HK) (Note 4) 1.6 1.6 1.6

(vii) Provision of products by CNPC (HK) to the Group  (Note 4) 23,192 4,370 4,241

(viii) Products and services provided by the Group to CRMSC (Note 2) 11,048 12,025 13,152

(ix) Products and services provided by the Group to Beijing Gas (Note 5) 4,939 5,983 7,097

Notes:

1. The Company obtained independent shareholders’ approval at the general meeting held on November 8, 2005.  The Company further 

obtained independent shareholders’ approval at the general meeting held on November 1, 2006 for a revision of these annual caps which 

were previously approved by shareholders at the general meeting held on November 8, 2005.

2. The Company obtained shareholders’ approval at the general meeting held on November 8, 2005.  The Company further obtained 

shareholders’ approval at the general meeting held on November 1, 2006 for a revision of these annual caps which were previously approved 

by shareholders at the general meeting held on November 8, 2005.

3. The Company obtained shareholders’ approval at the general meeting held on November 8, 2005.

4. The Board of Directors approved the annual caps for these continuing connected transactions from January 1, 2007 to December 31, 2008 

at the board meeting held on August 23, 2006.  Details of such transactions were announced on the same day.

5. The annual caps of this continuing connected transaction are only subject to announcement requirement. Details of such transaction were 

announced on September 1, 2005.

(B) In relation to the Trademark Licensing Contract, 

the Patent and Know-how Licensing Contract and the 

Computer Software Licensing Contract, CNPC has granted 

the Company the right to use certain trademarks, patents, 

know-how and computer software of CNPC at no cost.

Independent Non-Executive Directors 
Confirmation

In relation to the connected transactions undertaken by 

the Group in 2007, the independent non-executive Directors 

of the Company confirm that:
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(i) the connected transactions mentioned above 

have been entered into in the ordinary and usual course of 

business of the Company; 

(ii) the connected transactions mentioned above have 

been entered into on terms that are fair and reasonable to 

the shareholders of the Company; 

(iii) the connected transactions mentioned above have 

been entered into on normal commercial terms either (1) 

in accordance with the terms of the agreements governing 

such transactions, or (2) (where there is no such agreement) 

on terms no less favourable than terms available to 

independent third parties; and 

(iv) where applicable, the connected transactions 

have been entered into within the annual caps for the years 

mentioned above.

Auditor’s Confirmation

The auditors of the Company have reviewed the 

connected transactions mentioned above and have provided 

the Board of Directors with a letter stating that:

(i) all the connected transactions have received the 

approval of the Board of Directors; 

(ii) a l l  the connected t ransact ions have been 

conducted in accordance with the terms of the agreements 

governing such transactions; and 

(iii) where applicable, the connected transactions 

have been entered into within the annual caps for the years 

mentioned above.

The information set out in the tables below is principally extracted from the financial statements of 
the Group prepared in accordance with CAS:

Connected sales and purchases

Connected party

Sales of goods and provision of services to 
connected party

Purchase of goods and services from 
connected party

Transaction 
amount 

Percentage of the total 
amount of the type of 

transaction 
Transaction 

amount 

Percentage of the total 
amount of the type of 

transaction 

RMB million % RMB million %

CNPC and its subsidiaries 31,325 3.75 146,381 20.26

Other connected parties 21,755 2.61 29,375 4.07

Total 53,080 6.36 175,756 24.33

Connected obligatory rights and debts

Connected parties

Funds provided to 
connected party

Funds provided to the Group by 
connected party

Occurrence Amount Balance Occurrence Amount Balance 

RMB million RMB million RMB million RMB million

CNPC and its subsidiaries - -  (2,680) 24,482

Other connected parties 45 1,814 - -

Total 45 1,814 (2,680) 24,482


