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Corjaomte Milestone

7 %

2010.12 The first successfully application of horizontal drilling well with
: main-lateral screen liner casing in China

EOXKFEHEHRTAGERMEARERERK

2010.11 Sino Oil and Gas acquired 100% equity interest of Orion, entering the
: China CBM sector

o B8l SR B B 22 100% M 2 @ IESVEE T B E R EER

2010.2

Highest single well daily flowage recorded at 15,000m3 in Sanjao CBM block.

2009.12 Zhang Dejiang, former Vice Premier of State Council approved to:

development between sino- fore|gn parties

B
g
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2009.5

Sino Oil and Gas became an (MSCI) China Smﬁ!l Ce

ch B U AR A ) A (VIS 3

2006.3

Production Sharing Contract (“PSC”) of Sanjiao CBM Block sign'e'd.

between Orion and PetroChina. Production sharing proportion
between Orion and PetroChina are 70% and 30% respectively.
Bzl O EARIT=RRERREERDKER » T 0K
LE 153 Bl /5 ik 22 70% M A 5H30%

Note:  Sino Oil and Gas Holdings Ltd. (“Sino Oil and Gas”) acquired 100% equity interest of Orion Energy

International Inc. (“Orion”) in November 2010, and Orion had become a wholly subsidiary of the Group : _ﬂ
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Corpomte Milestone

"

2011.12

Received RMB 1 billion credit facility
from CDB Leasing Co. Ltd.
ERREMEERRAR]
10RTTARBZRERE

2011.8 CNG station with daily compression capacity of 30,000 m® was
' commissioned, enabling the commencement of trial gas sales

BB IRRE N3E M I KB BWAARILEARREBE AR E(CHAHE

2011.6 Compressed Natural Gas (“CNG”) Sales & Purchase Agreement signed with gas
' buyer, a private enterprise in Shanxi

HE— TR MR ERERARBHE W E

2011.5 CBM Sales Collaboration Agreement signed with PetroChina,
: the PRC partner

B T AERFPERRERERAFHE RS

2011.2 Sanjiao CBM block obtained Proved Reserve of 43.5 billion m? (in accordance with

relevant Chinese standard) followed by endorsement of Expert Review Group of the
National Reserve Committee

RERFBERERTEREAERRTERE="SKERREREEFEZ4I5ELT K




Five Year Financial Summary

b 5 87 7% W% %

Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2012 2011 2010 2009 2008
BE2012f  HZ2011F  EHZE20108  HZ2000F  HZE2008%F
12A31H 12A31H 12A31H 12A31H 12A31H
LEE HEE EEE HEE HEE
(restated)
(&)
HK$’ 000 HK$' 000 HK$’ 000 HK$’ 000 HK$’ 000
FERT THL THEL THT TEX
Turnover BEE
—Continuing operations -BECEER 28,932 35,079 29,224 15,155 4,206
—Discontinued operations —BERIEREER - - - 19,279 38,532
28,932 35,079 29,224 34,434 42,738
Result £
—Continuing operations ~HECEER
(Loss)/profit before income BRETE R HA
tax expenses (B8),/ & (126,761) (92,611) 8,194 (32,940) (40,244)
Income tax credit/(expenses) FEBER,/ (Zi) 13,356 (3,628) (3,510) - -
(113,405) (96,239) 4,684 (32,940) (40,244)
—Discontinued operations —BRIEEEER
Gain/(loss) from discontinued ERIELEEB 2
operations wAl/ (&) - - - 3,073 (9,543)
Gain/(loss) on disposal HEMBL KRS/
of subsidiaries (B#) - - - 11,593 (87,531)
Income tax expenses FrEH I - - - (651) (2,830)
- - - 14,015 (99,904)
(Loss)/profit for the year REE (BB) /&7 (113,405) (96,239) 4,684 (18,925) (140,148)
(Loss)/profit attributable to: T ATER (BE) /&5
Owners of the Company ADEHERA (113,405) (96,239) 6,108 (18,784) (140,148)
Non-controlling interests FERER - 2 (1,424) (141) -
(113,405) (96,239 4,684 (18,925) (140,148)
(Loss)/earnings per share Sk (B8B) /&F
—Basic (HK cents) — AR (B (0.927) (0.979) 0.101 (0.431) (3.311)
—Diluted (HK cents) — 8% (BL) (0.927) (0.979) 0.098 (0.431) (3.311)
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Year ended
31 December

2012
#2012
12A31H
HK$’ 000
FET
Assets and liabilities BEHEE
Non-current assets FRBEE 3,810,593
Net current (liabilities)/assets nE(8E) EEFE (412,360)
Non-current liabilities FRBEE (375,059)
Net assets EEFHE 3,023,174
Non-controlling interest IR -
Equity attributable to ADEEAA
owners of the Company fEEHER 3,023,174
Gross Production
('000 cubic meter)
FERE
(FILFHK)
350001 32500
30000}
25000}
20000}
15000k 14270
10980
10000+
5000}
0 , Year
2010 2011 2012 F

Year ended Year ended Year ended
31 December 31 December 31 December
2011 2010 2009
P20114 120104 20094
12A31H 12A31H 12H31H
HK$' 000 HK$’ 000 HK$’ 000
TET FTET FET
3,567,892 2,750,595 228,481
(201,437) (207,122) (4,384)
(305,499 (15,098) (75,806)
3,060,956 2,528,375 148,291
- - (141)
3,060,956 2,528,375 148,150
Gas sales
('000 cubic meter)
HE=E
(FiLFHK)
8000
7000}
6150
6000}
50001
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0
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2010 2011 2012

Year ended
31 December
2008
1220085
12A31H
HK$’ 000
TER

113,165
19,264

132,429
(122)

132,307

. Year
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Group Structure
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Dear Shareholders,

On behalf of the board of directors, | would like to present the
audited annual results of Sino Oil and Gas Holdings Limited (the
“Company”), together with its subsidiaries (the “Group”), for the
year ended 31 December 2012.

The Group is principally engaged in natural gas and oil
exploration and exploitation, with a business focus on exploration,
exploitation and production activities at Sanjiao coalbed methane
(“CBM”) block in Shanxi and Shaanxi Provinces in the PRC. The
Group began to participate in the PRC’s CBM business through
the acquisition of Orion Energy International Inc. (“Orion”) in
2010. Jointly with its PRC partner, China National Petroleum
Corporation (“PetroChina”), the Group has actively pursued the
development of the project, which has achieved breakthrough
progress over the past two years with the aid of favorable state
policies.

The rapid development of the Group’s CBM investment and
operation was driven by three critical prerequisites: “Right Time,
Right Place and Right Management”.

Chairman’s Statement

1 % s %

HHIRR -

AANEREREFTZ MREEEARALHE
B R ([ANEER]) E#HZE2012F12A31H 1
CEEREFEE -

AEBEZEB/RAREAMEBRKLFARK
HAURPBELAEERREE 2 =XKERD
BWHR FAERIREERB DEEEREH -
SENR2010FEBUBERKLERERAR
~E ([Rin ) mRRERBERERER
BEMFE BERIBRIFT SETESE
HAREHEPROERAREEQR((PA
M EEHRRER - FHREAEEKRARE
RWMER -

AEBEREREBLNRENLE  AF
TIRE A - AR = KBAE MG B
BRBRERER -
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The first prerequisite is the timing of investment. According to the
National Energy Administration (“NEA”), China has an estimated
reserve of 36.81 trillion cubic meters (tcm) of CBM - the world’s
third largest after Russia and Canada. Over the past decade, the
country has pushed ahead with plans to develop the still nascent
CBM industry in order to satisfy unfulfiled energy demand
with clean energy sources. CBM development contracts have
been signed with foreign companies in bid to employ overseas
technology to speed up developments in this sector. However, as
extraction technologies remained immature, most of the foreign
companies engaged into production sharing contracts (“PSC”)
have eventually exited the PRC market. In addition, owing to
lower production costs of conventional natural gas, the state-
owned oil enterprises were more inclined to develop conventional
gas. Recovery of CBM in China has therefore lagged behind other
energy sources.

Over more than a decade of development, CBM exploration
technologies have advanced, leading to lower extraction costs.
Coupled with the raising of sales prices for natural gas in
China, has helped to unleash the profitability potential of CBM
development.

The Chinese Government is forcefully pushing forward the
development of unconventional natural gas in order to safeguard
the supply of energy. Since 2007, the State Council has enacted
a series of preferential taxation and financial subsidy schemes to
encourage CBM development. These policies include: (1) rebate
on value-added tax; (2) exemptions on import tariffs and import
value-added tax on selected equipment and components; (3)
exemption on resource tax; and (4) financial subsidies of RMB0.2
for mining one cubic meter of CBM.

BEERBRERK REBERERBAM  +
BHRERELNIG.8IEREILS K BHERE
= BRRBEHMMER - Btk - &
RtTZERCTERBERER  LWERER
WAERBRORD  WAALHRZMING
NABREAIFHESR  EEBINE SN
BRBER - A E - BERERAFRRM K
Ao BHRREY B LEMDKE NI
RARKBETETZ - Z—TH HRE
BMAARNEERANSE - - BB A MEE
RERTHRRAAR KERNERRAMIZH
HT ©

RB+ZFNER KERMARRME A8
P EERAEE N N EBEARAR
HEBRELRA KERFENRNE S
BEBH -

B RREEREE  MERRIFFRRR
R BB E007TFRESLE T — R
WM BB EEER - WERRFRERE
ENER - HPeHE: () BERETE
BEROBEARX(Z) BEEORTEN
REBAIREAEOBRNE D RBNIBETR
(=) THERK: (O HERERESY
AR AR 27T -



In the “12th Five-Year Plan for Development and Utilization of
Coalbed Methane”, CBM production was set to reach 30 billion
cubic meters (ocm) by 2015. In March 2013, NEA further released
a CBM sector policy paper indicating the increase of number
of prospecting blocks and to introduce deadlines to exploration
periods for the blocks. The CBM pricing mechanism will also be
further enhance under the period.

NEA also encourages the participation of private capital and the
establishment of specialized CBM enterprises. The agency further
proposes to solicit the participation of funds from society and
to broaden funding channels for enterprises. It will look into the
feasibility of more preferential policies and financial incentives.
The market anticipates tremendous potential for CBM exploitation
in the coming years. This is the most appropriate time to invest in
China’s CBM industry, as its commercial value is best realized at
the current phase.

The Sanjiao CBM project enjoys geographical advantages.
According to NEA’s “Policy of Coalbed Methane Industry”
commentary, China will focus on the development of two CBM
commercial bases in Qinshui and the eastern fringe of Erdos
Basin during the “12th Five-Year Plan” period. Efforts will be
put into the industrialization of the sector through the integrated
development of CBM exploration, exploitation, production,
processing, transportation and utilization. Situated at the heart of
the eastern fringe of Erdos Basin, the Group’s Sanjiao block will
enjoy a complete network of CBM transportation and liquefaction
facilities under construction in the peripheral areas. Benefiting
from these complete sales-complementary facilities, the Sanjiao
project will be able to lower its commercialization costs.

Furthermore, the inclusion of the Sanjiao block as a core project
under the “12th Five-Year Plan” period will gain policy support for
it, facilitating future land use applications, government approvals
and funding support, thereby accelerating the progress of the
project.

BE(EER (KRR AEMNBI+ =5
MEDSXHFIRE A B - 220156 - KER
E= % E300E 5K - B RERBE2013

FIABMRBREZERR R RBIEMEEF
BERANRHEE BTRIARMEHE Tx&H

KERERBEK -

BRERAYZBMEBRENERSE - K
VEEERERAR : Rt ELsH
TREERMERE U EREXERFRE
MAEBBNRFEE - MAHHEENE -
e 7735 & i TE AT R SR BUF R JE UG 3 K A
FEHNENEXR-BAIERBEANERKER
EBHNEERE XBORXEEERER

REEREIR

ERXRERABRBEZHEHWMNES - RIZE
ReERREMN(REREZRR)BEAR
[+ =R 8 B 2 RO 7K 2R A 36 R
ZHAMRERBREZCLEN  BRYRK
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Shanxi Province does not produce conventional natural gas
and always has unsatisfied demand for natural gas, which is
favorable to the rollout of CBM sales. The supply of natural
gas to the province now relies on PetroChina’s West-to-East
Pipeline, and Shaanxi-Beijing First, Second and Third Pipelines.
However, these pipelines are mainly to secure gas supply to the
Central Eastern provinces and Beijing, with limited capability
to provide gas for Shanxi Province. In 2010, Shanxi Provincial
Government announced the strategic goal of growing natural gas
consumption. Rapid growth in gas demand in Shanxi Province
has since been witnessed and reached consumption of 2.226
bcm in 2012, a year-on-year growth of 38% or an increase of
0.629 bcm from 1.637 bcm in 2011. The magnitude of growth
was the highest across the country. The province has since 2011
ranked the CBM industry as a core development focus in order to
remedy the undersupply of natural gas.

Finally, the rapid development of the project relies on the
seamless collaboration between our management, technical
teams and our PRC partner. With each taking up its respective
responsibilities but with a shared vision to accelerate the project’s
pace of commercialization, the project received a reply letter from
NEA in August 2012 giving consent for works in respect of the
Overall Development Plan for the CBM reserve on the Sanjiao
block. The granting of the reply letter signifies a major step
towards commercialization for the Sanjiao project.

In early 20183, PetroChina adjusted the targets set for the “12th
Five-Year Plan” period and raised the Sanjiao block’s CBM
production goal from 4 bcm to 6 bcm for 2015. The Sanjiao block
is one of the core projects for PetroChina within the “12th Five-
Year Plan” period.

HWEFE LAEAAEEERAARNAE
E RARETER - BREXAREER
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A New Phase of Commercial Production

The Sanjiao project commenced trial sales in August 2011
in the form of compressed natural gas. In January 2013, gas
delivery commenced on the new Sanjiao-Linxian pipeline and a
designated CBM pipeline for an industrial user in the province.
With commencement of piped gas sales, the project has begun
to generate income and returns.

2013 will mark the transition of the project from prospecting
to the development phase. The Group will accelerate the
drilling of wells and construction of the gas gathering network.
CBM production volume and sales are expected to increase
significantly this year, with the prospect of yielding more lucrative
returns to shareholders in future. Management will be fully
committed to unleashing the tremendous potential of the Sanjiao
project, while building a successful model for China’s CBM
industry through a Sino-foreign joint venture.

Our continuous business progress is attributable to the support
of our shareholders, business partners, as well as the devotion of
our staff members. | wish to express my sincere gratitude to them
on behalf of the board of directors.

Dai Xiaobing
Chairman

Hong Kong, 27 March 2013

Chairman’s Statement
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Energy is one of the core elements of China’s development
strategies. Historically, China has relied heavily on the use of
fossil fuels such as coal and oil as its major sources of energy.
According to statistics from China Energy Saving and Emissions
Reduction Net (chinajnjpw.com), coal and oil provided for more
than 90% of energy supply in China in 2005, whilst new energy
sources including nuclear and hydro power accounted for less
than 7%, with the remainder of less than 3% derived from natural
gas.

Demand for natural gas as a clean energy resource has increased
steadily with the country’s booming economic development,
amidst trends of local urbanization and increase awareness of
environmental protection. Developed countries like the United
States, natural gas accounted for 25% of the primary energy
consumption mix in 2011 (source from: U.S. Energy Information
Administration eia.gov). In contrast, natural gas only contributed
to about 5.5% of China’s primary energy consumption mix
in 2011, which suggests substantial room for growth in
development. According to data provided by the Ministry of Land
and Resources, natural gas consumption in China registered a
compound annual growth rate of 12.94% from 2008 and 2012,
growing to a total of 147.1 billion cubic meters (bcm) in 2012.

Domestic supply of natural gas in China has not been able
to keep pace with the demand growth. In 2012, natural gas
production was recorded at 107.7 bcm, with the remaining
demand gap of 39.4 bcm filled up by import gas. It is estimated
that by 2015, natural gas production and consumption in China
will increase to approximately 150 bcm and 220 bcm respectively.
This suggests a continued undersupply in the foreseeable future,
which is also reflected in gas prices.

For example, the wellhead price of industrial-use gas from
Changqging Gas Field has more than doubled from RMBO0.6 per
cubic meter in 2006 to RMB1.3 per cubic meter in 2012. Despite
the price growth, China still needs to import natural gas from
Central Asia at RMB2.0 per cubic meter (Xinjiang border price)
(source from Ministry of Land and Resource mir.gov.cn).

EREB —MERRERPHNEE — K-
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China CBM and the Unconventional Gas anfustry
tTHERARHERREZ AT S

China Natural Gas Production and Consumption
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In 2012, China natural gas production and consumption was 107.7 bcm and 147.1 bcm (a demand gap of 39.4
bcm), where by 2015 the anticipated production of gas will be 150 bcm while consumption of which will be 220
bcm (demand gap will expand to 70 bcm)!
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Natural Gas Wellhead Price Reference

RMB/cm AARHEHESZ
BIYRBK (ARE) HEKE
2.5

2.0
¥13 /

1.0

0.5

0.0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Ref: Changqing Gas Field Wellhead Price (Industrial User)
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To resolve the demand-and-supply imbalance, China has adopted
a preferential policy to drive the production of unconventional
gas including coalbed methane (CBM) and shale gas. China
has the world’s third largest CBM reserves with a resource of
approximately 36.81 trillion cubic meters (tcm) and recoverable
reserves of approximately 10 tcm. CBM is mainly composed
of methane, which has a similar calorific value to conventional
natural gas per cubic meter— the equivalent of 1.13 liters of
petrol or 1.21 kilograms of standard coal. Like conventional gas,
CBM is a clean form of energy and emits practically no pollutants.
It is suitable for industrial use and power generation, and is highly
appropriate for residential use to reduce urban air pollution.

CBM is found within coal seams. Although China is a major
coal producer, CBM output has been restricted by immature
extraction technologies, resulting in high production costs. With
an underdeveloped CBM industry, CBM released by coal mining
is often discharged directly to the atmosphere, which is not only
a waste of resources but also poses a threat to the ozone layer.
As CBM’s negative impact to the ozone layer is 20 times that of
carbon dioxide. So long as the CBM industry is underdeveloped,
the gas stored within the coal seams represents explosion
hazards during underground coal mining.

Based on demand, environmental and coal mine safety
considerations, the Chinese Government has adopted preferential
measures to support the development of the CBM industry. The
country’s “12th Five-Year Plan for Development and Utilization
of CBM” released on Nov 2011 has stipulated an investment of
RMB20.3 billion to develop the eastern fringe of the Erdos Basin
with the target of establishing an annual production capacity of
5.7 bcm for the area.
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After years of development and technological research,
exploration technologies for CBM in China have advanced to a
more mature stage leading to significantly lowered production
costs. This has led to a gradual improvement in the commercial
value of CBM extraction. Currently, CBM only accounts for
approximately 2% of natural gas consumption, with an enormous
potential for further development.

Further to the abovementioned favorable factors, the Chinese
Government has also introduced a series of tax incentives and
policies to encourage the development of the CBM industry. To
relieve CBM developers’ tax burdens, the Government offers a
refund on VAT and a resources tax waiver to CBM enterprises,
in addition, tariffs and VAT is waived for importing equipment
and components. This will help expedite the sector’s growth. In
addition, the Government provides a direct subsidy of RMBO0.2
per cubic meter on production of CBM. As CBM is a key focus
under the “Twelfth Five-Year Plan”, this government direct

subsidy is expected to rise further in 20183.
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Calendar of ‘Events
% 18 %

2012.01.03
National Development and Reform Commission (“NDRC”)

release on its latest policy paper the “12"" Five-Year Plan” 201 2 02 22

included Sanjiao Coalbed Methane (“CBM”) block as one

of the key development projects The formulation of the Overall Development

ARuRANEZEee ([(RNE) Ah=sEEaEmE lan (‘ODP’) of the Sanjiao CBM block for the
+= ﬂ%ﬁiﬂ MAERERHIBEE 2 — first phase of annual production capacity of

500 million cubic meter was completed and
passed the Expert Review Group of PetroChina
- TRERE-HSBELSIKREREERERR
o S 1IN (TODPJ) 525k i 338 7 o o R 3T 28

2012.04.26

Construction completed for the compressed
natural gas head Station with daily
compression capacity of 150,000 cubic meter
HEEIR R 168 3 J7 K BR AR R AR Bk
BEIRETT

2012.08.16

NDRC - National Energy Administration (“NEA”) granted a reply for the
application of the ODP with the consent on the work for the development of
the coalbed methane resrve in the Sanjiao region. The granting of the reply
represents NEA’s official acceptance of the application to have the Sanjiao

CBM Project proceeding from exploration to production phase

REEBREBZEEBHEAERE BEEENZ-HRERBAAR=RMtE
X%Fﬁaﬁ%ﬁﬁﬂﬁf&ﬁﬁﬁﬂﬂ’ﬁmgm EHEHZARERBERNTE T =M
ERIEE S RAEARERANEERNRE
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Calendar of ‘Events
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2012.09.12

First well completion of main lateral glass fiber screen casing liner application of CBM horizontal drilling in
China

BANE—DENX FARBRGSHRERSHOKPHTH

2012.11.12

Three designated CBM pipelines and one small
liquefied natural gas plant were planned in Sanjiao

block by the Shanxi Provincial Government
IWAEBRNE=XAERRBARE = FRERERAER
R — 1B/ NEURAE R SRR

2012.12.05

First commenced piped gas sales from
Sanjiao CBM block

=RREREBERFREBRERHE
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Sino Oil and Gas acquired 30% equity interest in a
20 1 2 1 2 24 project of constructing liquefied natural gas plant to be
| |
located in the Sanjiao CBM block
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BUSINESS REVIEW

During the year ended 31 December 2012, Sino Oil and Gas
Holdings Limited (the “Company”) and its subsidiaries (collectively
the “Group”) reported a turnover of HK$28,900,000 (2011:
HK$35,100,000). During the year under review, the Company
recorded a loss of HK$113,400,000 (2011: HK$96,200,000),
including the impairment losses of Liuluoyu and Yanjiawan Oil
Fields of HK$69,300,000 (2011: nil). There was a great progress
in the development of Sanjiao CBM Block and the sales of piped
gas commenced at the end of last year.

Oil and Natural Gas Exploitation

Coalbed Methane Exploitation— Sanjiao Block in the Erdos Basin

Through its wholly-owned subsidiary Orion Energy International
Inc. (“Orion”), the Group entered into a production sharing
contract (“PSC”) with its partner in the PRC, China National
Petroleum Corporation (“PetroChina”), covering exploration,
exploitation and production at a CBM field in the Sanjiao Block
located in Shanxi and Shaanxi Provinces. The Group owns a 70%
interest in the PSC.

The PSC entered between Orion and PetroChina covered the
block in Erdos Basin in Shanxi and Shaanxi Provinces, with
a total of 383 square kilometers. According to a competent
person’s report provided to the Company in November 2011, the
proved and probable coalbed methane reserve of Sanjiao Block
amounted to 405.6 billion cubic feet (approximately 11.5 billion
cubic meters).

Inclusion in the “12th Five-Year Plan” in China

At the end of 2011, the National Development and Reform
Commission (“NDRC”) officially released a policy paper on “The
12th Five-Year Plan for Development and Utilization of Coalbed
Methane (Coal Mine Methane)” (the “Plan”). According to the Plan,
the state will focus on the development of two CBM commercial
bases in Qinshui Basin and the eastern fringe of the Erdos Basin.
By 2015, the production of CBM on the eastern fringe of the
Erdos Basin will reach 5 billion cubic meters (approximately 176.1
billion cubic feet). The Sanjiao Block was listed as one of the
Plan’s core projects on the eastern fringe of the Erdos Basin.

Sino OI and Gas Ho
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According to the Plan, China will accelerate the development of
the industry by increasing CBM exploration investment during
the “12th Five-Year” period, strengthening the management of
external cooperation to encourage investment of foreign investors
and private companies, and continuously adopting tax incentives
and increasing the subsidies for the utilization of CBM.

Following the official publishing of the paper of the Plan, the total
investment of the eastern fringe of the Erdos Basin amounted to
approximately RMB20.3 billion. The Sanjiao Block project was
officially included in the national plan and is expected to gain
greater support from the central and local governments. The
profitability of the project is enhanced with further improvement
in the external environment for development, construction and
operation.

Reply from National Energy Administration for ODP

In August 2012, the National Development and Reform
Commission — National Energy Administration (“NEA”) granted a
reply for the application of the overall plan for the development
of Sanjiao CBM Project (the “ODP”) with the consent on the
work for the development of the coalbed methane reserve in the
Sanjiao region (the “Reply”). The granting of the Reply represents
NEA’s official acceptance of the application to have the Sanjiao
CBM Project proceeding from exploration to production phase.
It signifies a milestone in the project’s commercial production
process.

Steady Development of the Blocks

The exploration of Sanjiao Block lasted for six years since 2006
and is steadily undergoing the exploitation and sales of the output
from well driling and the portal, as well as the establishment
of pipelines, central processing plant, pipeline network auxiliary
facilities, compressed natural gas (“CNG”) stations and piped gas
sales channels.

As of the end of 2012, the Sanjiao Block has a total of 32
vertical wells, and 38 sets of multi-lateral horizontal wells, and is
equipped with a CNG head station with daily capacity of 150,000
cubic meters, a ground pipeline network of approximately 17
kilometers, inter-well pipelines of approximately 24 kilometers,
and outbound pipelines of approximately 17 kilometers. There
is also a completed grid system of approximately 10 kilometers
exclusive for Sanjiao block.
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Opening up of Sales Channels

The western area of Shanxi Province has a strong demand
of natural gas due to under-supply of gas and the lack of
infrastructures such as pipelines. To meet the gas demand of the
markets near the Sanjiao Block, in addition to Orion’s CNG head
station, the Shanxi provincial government planned to set up three
designated coalbed methane pipelines of the Sanjiao Block and
its surrounding areas.

Pipelines are constructed and invested by a third party, including
(1) the coalbed methane pipeline from Sanjiao to Linxian for gas
supply for residential, commercial and industrial use and heating
in winter; (2) the designated coalbed methane pipeline of the
Sanjiao CBM Block for gas supply to Senze Coal & Aluminum
Group, a local coal and aluminum manufacturer; (3) the coalbed
methane pipeline from Sanjiao to Lishi for gas supply for
residential, commercial and industrial use in Luliang.

On 5 December 2012, the first pipeline from Sanjiao to Linxian,
with a designed annual capacity of 350 million cubic meters,
commenced the operation and started to contribute to the piped
gas sales of the Sanjiao project. On 21 January 2013, the second
designated coalbed methane pipeline from Sanjiao to Senze
Coal & Aluminum Group, with a designed annual capacity of 350
million cubic meters, began to supply gas for sales.

The commencement of operation of the Sanjiao CBM Project
pipelines is a milestone for the project development. With the
gradual improvement of pipelines, sales volume of coalbed
methane in Sanjiao is expected to achieve a breakthrough in
growth and signifies a new stage of development in 2013.

During the year, the sales volume of natural gas in the Sanjiao
Block amounted to 6.15 million cubic meters, of which the trial
sales of natural gas in the form of CNG were approximately 6
million cubic meters. The piped gas sales began in December
and recorded sales of approximately 150,000 cubic meters.

Liuluoyu and Yanjiawan

The Group’s two oil fields in Liuluoyu and Yanjiawan in the
Erdos Basin, Shaanxi Province, are both productive oil fields.
However, after consideration of the delay in implementation of
the development plans of the oil fields, the Group had made
impairment losses of HK$69,300,000 for the relevant oilfields.
During the year under review, the two fields had an aggregate
crude oil production of approximately 4,900 tonnes (2011: 6,500
tonnes).
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Jinzhuang

Jinzhuang is a producing oil field located on the Erdos Basin
plateau in Shaanxi Province, with an area of 62 square kilometers.
The Group acquired a company which holds the rights of
exploitation and operation of Jinzhuang oil field up to 2025 and
is entitled to share and receive 95% of the income generated
from the sales of crude oil exploited at the oil field. The Group is
drawing up an overall development plan for the various blocks
in the oil field with a view to further expanding its production.
During the year under review, crude oil output amounted to
approximately 3,500 tonnes (2011: 5,000 tonnes).

Oil and gas reserves of the Group as at 31 December 2012 are
summarized as follows:

oy
CEHBAUERAESR L s REN @
EEG2F AR ATEAEBELPHHM -
AEBOURBHEESEHHNHRAFARES
REFIH) R A %A R B h HIE % #E £2025
FrHEZHEBREEMBARRAMESME
EEMRA - SEIEAS T HENMLERRR
mEZEHETE ERRE—SBAHE
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g (2011: 5,000M) °
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Crude Oil Coalbed Methane
R HER

Liuluoyu and
Yanjiawan Jinzhuang Sanjiao
0% ks T B =% eF =%
tonnes tonnes  Billion cubic feet (Gross)
g g TIET HER (4EEE)

Proved and Probable B E RS 383,600 (Note a)

(Kt 5Ea)

Notes:

(@) The oil reserve is estimated by internal experts.

(b)  The oil reserve is extracted from a report formulated by an
independent professional reserve valuation firm in September 2011

according to the PRC’s reserve standards.

(c)  The gas reserve is extracted from a competent person’s report
prepared in accordance with the standards for “Petroleum
Resources Management System” recognized under Chapter 18 of
the Rules Governing the Listing of Securities on the Stock Exchange

of Hong Kong and provided to the Company in November 2011.

4,164,000 (Note b)
(Pt 3Eb)

405.6 (Note ¢)
(Pt 3Ee)
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Category Coalbed Methane Reserve
Rl BEERME
Billion cubic feet (Gross)

TIETH R (EEH)

Proved (1P) FEAP) 79.1
Proved and Probable (2P) BE KB (2P) 405.6

(d)  Reserve translation reference: Crude oil per ton is approximately
equivalent to 7.3 barrels; natural gas per cubic meter is

approximately equivalent to 35.2 cubic feet.

Acquisition of LNG project

As at the end of December 2012, having completed financial and
legal due diligence, the Group acquired a 30% equity interest
of a sino-foreign joint venture established in Shanxi Province in
China from an independent third party at a total consideration of
RMB30 million, the remaining 51% and 19% interest were held
by WAMREXSREEGRAE and WAFRERKREESEERA
7] respectively. The sino-foreign joint venture plans to set up a
liquefied natural gas (“LNG”) station with daily processing capacity
of 1.2 million cubic meters in Sanjiao area, Shanxi. The joint
venture has completed the preliminary preparation and obtained
approval from the relevant government authorities. The first phase
of LNG station is expected to be completed in the mid 2014, and
our Sanjiao CBM Block will supply gas to the LNG station in the
future.

FINANCIAL REVIEW

Capital Structure

In July 2012, the Company successfully placed a total of
200,000,000 shares and the net proceeds of approximately
HK$29,950,000 were raised for use as general working capital
and funds for the existing projects.

The Reply from NEA for the Sanjiao CBM Project in August 2012,
and the loan facility of RMB1 billion granted by CDB Leasing Co.,
Ltd. at the end of 2011 and banking facilities granted by other
financial institutions provided necessary funding to Sanjiao CBM
Project. Currently, the implementation of various programs in
the Sanjiao CBM Project has been satisfactory and sales have
commenced. The Group’s financial condition becomes sound and
stable so as to facilitate new project developments.

® Sino Bil and Gas Ho
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As at 31 December 2012, the net assets of the Group were
HK$3,023 million (31 December 2011: HK$3,061 million) while
its total assets were HK$3,936 million (31 December 2011:
HK$3,937 million). As at 31 December 2012, the Group had
external borrowings of HK$461.5 million (31 December 2011:
HK$307.9 million) and the gearing ratio based on total assets
was 11.73% (31 December 2011: 7.82%). Details of the
Group’s pledge of assets and the maturity profile of the Group’s
borrowings are shown in the note 29 to the financial statements.
As at 31 December 2012, the current ratio was 0.23 (31
December 2011: 0.65).

The Group is exposed to currency risk primarily through sales and
purchase transactions and recognized liabilities and assets that
are denominated in a currency other than the functional currency
of the operations to which they relate. At 31 December 2012,
no related hedges were made by the Group. In respect of trade
and other receivables and payables held in currencies other than
the functional currency of the operations to which they relate,
the Group ensures that its net exposure is kept to an acceptable
level by buying or selling foreign currencies at spot rates where
necessary to address short-term imbalances.

As at 31 December 2012, the Group employed approximately 365
employees. The remuneration policy of the Group is based on the
prevailing remuneration level in the market and the performance
of respective companies and individual employees.

The Group will continue to focus on expanding its oil and gas
exploitation businesses in the Erdos Basin in Shaanxi Province.

The Sanjiao Block transmitted natural gas for sales in the form
CNG and via a pipeline in 2012. Looking forward to 2013, sales
of the Sanjiao Block will continue to grow and keep pace with
the increase in its production. This will in turn help to enhance
revenue and profitability of the project.

N2012F12A31H  XE B KN E EF
{8 43,023,000,000/% 7T (2011412 531
A :3,061,000,000/8 L) r @& EEA A
3,936,000,000/# 7t (20114 12H318 :
3,937,000,0007 7T) ° 201261254318 -
RNEEMEEE H461,573,0005 7T (20114
12H31H : 307,980,000/ 7T) © & f& tt il 3%
BERLETE A11.73% (2011F12A318 -
7.82%) - BEBASECEAEEREEEE
HAPR & ¥ 15 80 70 B 7% T 3% Y 5229 © pA20124F
12A31 8 & &) b % £0.23 (2011612 A 31
H:0.65) °

AEEAZEBRBREIZERANEHREY
ZNEEBEAIIN BB ECEER I RE
BREEMBEE - B2012F12A318 * A&
B mERABBE A A BBEER 28
BN B I5E 2 FEUGRIE R FE /I8 -
AEBTEVERZNAEXEEINELRR
AR E - DR EBR BER AT B KT o

M2012F12H31H  AEBE MR B 45365
Ao REB 2 KK £ BRIRITH 5 5 B
KEREEBRRILMEREE 2 RIAER -

AEERBEEETERAIBS N ALHR
RARKRAHFRER -

=RERER2012F EHUCNGR —KEE
BREERAR - BE2013F BHEER
FERE  REA-RERESRANIHK
BERMREMBFEENBITE—PRE -



28

ﬂ\/lanagement Discussion and ?lna[}/sis

SR RiITG L HH

In 2013, the Group will actively develop the facilities in the
surrounding areas and plans to complete the ground pipeline of
35.5 kilometers by the end of the year, so that the total pipelines
in the block will increase to 93.5 kilometers. We will also further
expand and perfect the ground pipeline network to ensure that
the CBM produced is fully utilized, and complete the first stage of
construction of the central processing plant with daily processing
capacity of 500,000 cubic meters, as well as commencing the
construction of the LNG station with processing capacity of 1.2
million cubic meters acquired at the end of the year.

Both PetroChina and Orion maintain that the Sanjiao CBM Project
is the project with the fastest development pace and most
promising prospects among all of PetroChina’s sino-foreign CBM
development projects. As the operator of the project, Orion is
now backed by the Reply of NEA and extensive financial support,
and will ramp up well drilling and development works within the
proven reserve block in order to maximize the development of
the CBM reserve. PetroChina, as the PRC partner, will continue
to support the foreign party’s tasks and undertake the liaison and
approval work in respect of related procedures.

The total area of Sanjiao Block is 383 square kilometers,
among which 283 square kilometers have been explored. The
potential for exploitation in Sanjiao Block remains substantial,
which is favourable to the prospect for long-term development.
Management believes that the Sanjiao CBM Project will become
a growth driver of the Group and will bring satisfactory long-term
returns for shareholders going forward. In addition to the focused
development of the Sanjiao CBM Project, the Group is drawing
up an overall development plan for the oil blocks in Jinzhuang
so as to further expanding its production. In the meantime, the
Group will also actively pursue other investment opportunities
in non-conventional natural gas production and distribution and
other mid-stream businesses.
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Dr. Dai Xiaobing, aged 45, was appointed as Executive Director
of the Company in May 2010 and Chairman of the Board of
the Company in September 2011. Dr. Dai was awarded a PhD
in Econometrics by the School of Economics, Jilin University,
the PRC. Dr. Dai is experienced in the corporate finance sector
as well as merger and acquisitions and corporate restructuring
of companies in the PRC. He is also familiar with the capital
market in the PRC. Dr. Dai had been one of the co-founder of
China Securities Journal published by Xinhua News Agency and
was a journalist, department head and deputy general manager
of the agency, through which he has extensive experience in
government public relations and investor relations. Currently, Dr.
Dai is the executive director and Co-chairman of China Precious
Metal Resources Holdings Co., Ltd., (stock code: 1194), a
company listed on the Hong Kong Stock Exchange. He is also
an independent Director of Jiangxi Ganneng Co., Ltd. (T#a%&
BERR D B PR AR]) (stock code: 000899), a company listed on the
Shenzhen Stock Exchange.

Mr. King Hap Lee, aged 50, was appointed as Chief Executive
Officer of the Company in November 2010 and Executive Director
of the Company in September 2011. In September 2012, Mr.
King resigned as Chief Executive Officer of the Company and
assumed the position as Deputy Chairman of the Board of the
Company. Mr. King is principally responsible for assisting the
Chairman of the Company to lead the Board and formulating
the corporate strategies and development plans for the oil and
gas business with the Board, while pursing and exploring the
potential opportunities for the midstream and upstream oil and
gas business in the PRC. Mr. King graduated from Xian Jiaotong
University in 1983. He worked for various central government
departments and state-owned enterprises for a considerable
period of time and has more than 20 years experience in
government organizations and enterprises management. He was
the deputy director and Chairman of Workers Union of Mechanic
and Electronic Products Importation and Exportation Office of
the State Council, the deputy general manager of A7 EI## T 3
HE8 %YL E A 7 (China Machinery Industry Marketing & Supply
Shenzhen Group Corporation*) and managing director of F#%&
772 8] (China National Machinery Hong Kong Company®).
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Mr. Xu Zucheng, aged 61, was appointed as Executive Director
of the Company in March 2012 and Chief Executive Officer of the
Company in September 2012. Mr. Xu is principally responsible
for monitoring the Group’s operation of all oil and gas fields,
in particular the coalbed methane project at the Sanjiao block,
and implementing the strategies and policies formulated by the
Company. Mr. Xu graduated from the Geological Department
of Northwest University, the PRC, in 1976. Prior to joining
the Company, Mr. Xu served as Deputy Chief Geologist in
PetroChina Coalbed Methane Company Limited since 2008.
Prior to the aforesaid position, Mr. Xu worked for the Shaanxi
Bureau of Geology and Mineral Resources, the Daging Oilfield
Institute and the Secretariat Office of the Ministry of Petroleum.
He was also the Head of Reserve and Mining Right Divisions
of PetroChina Exploration & Production Company. Mr. Xu has
substantial experience in oil and gas exploration and mining right
management. He was also awarded the second prize of Science
and Technology of the Ministry of Land and Resources.

Mr. Wang Ziming, aged 46, was appointed as Executive
Director of the Company in August 2010. Mr. Wang graduated
from the College of Economy and Trade Management,
Shanghai International Studies University in 1988, and received
a Bachelor Degree in Economics. Mr. Wang has worked in
Sinochem Corporation, PRC and has extensive experience in the
exploration and management in the resources sector. He is also
well experienced in mining business investment and possesses
abundant governmental public relations resources.

Mr. Wan Tze Fan Terence, aged 48, was appointed as
Executive Director of the Company in March 2009. He is also
the chief financial officer of the Company. Mr. Wan holds a
bachelor degree of commerce and a master degree of business
administration. He has years of experience in accounting and
financial management and has worked for international accounting
firms and listed companies in Hong Kong. He is a fellow member
of Hong Kong Institute of Certified Public Accountants and
a Certified Practising Accountant of CPA Australia. He is an
independent non-executive director of China Primary Resources
Holdings Limited, a company listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited.
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Mr. Kong Siu Tim, aged 47, resigned as Chairman and Executive
Director and assumed the position as Non-Executive Director
of the Company in September 2011. Mr. Kong was appointed
as Non-Executive Director of the Company in August 2005 and
redesignated as Executive Director of the Company in November
2005, and then appointed as Chairman of the Company in March
2009. Mr. Kong holds a master degree of Economics at University
of Warwick, UK and has years of experience in banking and
securities industries. He is a member of the Hong Kong Securities
Institute.

Mr. Wong Kwok Chuen Peter, aged 53, was appointed as
Independent Non-Executive Director of the Company in April
2006. Mr. Wong is currently a practising barrister-at-law of the
High Court of the Hong Kong SAR. Mr. Wong holds a master
degree of commerce in marketing from University of Strathclyde,
UK and a post-graduate certificate in laws from University of
Hong Kong. Mr. Wong has more than 19 years of extensive
experience in legal practice.

Professor Wong Lung Tak Patrick, BBS, JP, aged 64, was
appointed as an Independent Non-Executive Director of the
Company in August 2010. Professor Wong is a practicing certified
public accountant in Hong Kong and managing practicing director
of Patrick Wong CPA Limited. He is also a Chartered Secretary
and a Certified Tax Advisor. He has over 30 years’ experience
in the accountancy profession. Professor Wong was accorded
Doctor of Philosophy in Business, was awarded a Badge of
Honour by the Queen of England, was appointed a Justice of
the Peace and was awarded a Bronze Bauhinia Star (BBS) by
the Hong Kong Government of SAR. He has been appointed
Adjunct Professor, School of Accounting and Finance, The
Hong Kong Polytechnic University since 2002. Professor Wong
participates in many types of community services, holding posts
in various organizations and committees, both governmental and
voluntary agencies. Professor Wong is currently an independent
non-executive director of Water Oasis Group Limited, CC Land
Holdings Limited, Galaxy Entertainment Group Limited, Real
Nutriceutical Group Limited, Guangzhou Pharmaceutical Co.
Ltd., China Precious Metal Resources Holdings Co. Ltd., Winox
Holdings Limited and National Arts Holdings Ltd., all of which are
listed on the Hong Kong Stock Exchange.
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Dr. Wang Yanbin, aged 56, was appointed as an Independent
Non-Executive Director of the Company in September 2011.
Dr. Wang is a professor and tutor for doctoral candidates of
China University of Mining & Technology (Beijing), and head
of the Scientific Research Office of China University of Mining
& Technology (Beijing). Dr. Wang holds a bachelor degree in
coalfield geology from the faculty of geology of Huainan Mining
Institute in China. He also holds a master degree in coal petrology
and coalfield geology and a doctor degree in coalfield, oil and
gas geology and organic geochemistry from China University of
Mining & Technology (Beijing). Prior to 1993, Dr. Wang mainly
engaged in teaching and scientific research on coalfield geology
and coalbed methane geology. Since 1993, he has focused on
geological research on coalfield geology, oil, natural gas and
coalbed methane. He has led the development of a project
for the National Natural Science Foundation of China, and few
scientific projects for China National Petroleum Corporation and
China Petrochemical Corporation. Dr. Wang has also participated
in more than 30 scientific projects in cooperation with various oil
fields and Mining Bureaus nationwide. He was granted the State
Scientific and Technological Progress Award for several times and
has published 3 books and more than 70 academic papers.

Dr. Rao Mengyu has been working for Orion Energy International
Inc. (a wholly-owned subsidiary of the Group since November
2010) since December 2007 and now serves as the general
manager. Dr. Rao graduated from the Department of Geology
of Anhui University of Science & Technology. In 2005, Dr.
Rao was awarded a PhD in Geology by the China University
of Petroleum (East China). He was engaged in research work
for the oil and gas geology fundamental theories and coalbed
methane (“CBM”) development technology in the post-doctoral
station of the College of Petroleum and Natural Gas Engineering,
China University of Petroleum (Beijing). He has over 20 years of
experience in the industry and has years of experience in onsite
work and indoor scientific research in respect of CBM projects.
Currently, Dr. Rao is mainly responsible for the scientific research,
exploration deployment, engineering design, onsite engineering
design, CBM exploration of Sanjiao Block CBM project of the
Group. Dr. Rao has published 24 research papers in the journals
such as Acta Petrolei Sinica, and also is one of the principal
participants in the scientific research achievement of “Research,
development and application of CBM multi-lateral horizontal well”.
Such achievement was awarded the second prize of science and
technology advancement in 2009 by the China National Coal
Association.
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Mr. Zhu Danping joined the Group and was appointed as Vice
President of the Company on 24 September 2012. Mr. Zhu is
responsible for the Group’s operational management and the
coordination in relation to the government’s public affairs. Prior
to joining the Group, Mr. Zhu worked in Shenzhen Industrial
Exhibition Centre as a curator for the construction of the new
building and the tender for exhibition during the period between
2007 and 2012 and has extensive experience in the operating
management and working for government authorities. Mr. Zhu
was a postgraduate in philosophy from Zhongshan University
and worked for the institute for Shenzhen Intermediate People’s
Court as well as ®&II|H/&HITE AT (Shenzhen Hairun Industrial
and Trading Company*) as a deputy general manager and a
supervisor, EREBIEREREARRF (Sinoexpo International Exhibition
Company*) of FIBEBEEEH L (Shenzhen International
Exhibition Centre*) as a managing director, Shenzhen Industrial
Exhibition Centre as a deputy curator and Shenzhen Productivity
Centre as an officer. He was responsible for the organization of
various significant projects for the government and the planning
and management of exhibitions during his term of office. With a
strong social connection and network, he delivered a remarkable
performance.

Mr. He Hongbing joined the Company in 2008 and was
appointed as Vice President of the Company in November
2010. He is principally responsible for the corporate finance and
investor relation of the Company. Mr. He holds a bachelor degree
of Geology at Peking University and a master degree of Civil Law
at Yantai University. He is a CFA Charterholder and a member
of The Hong Kong Society of Financial Analysts. He holds a
Chinese lawyer qualification, and has nearly 10 years working
experience in corporate finance and investor relations. He was
the financial manager of Shenzhen B&K Electronic Co., Ltd, the
deputy general manager of the Investor Relation Division of China
Gas Holdings Limited in Hong Kong and an investment analyst of
Singapore UOB Kay Hian Research Pte Ltd.

Ms. Yim Siu Hung was appointed as the company secretary
of the Company in December 2011. Ms. Yim has joined the
Company since August 2005 and holds a degree in law and a
degree in accountancy. She is an associate member of both The
Hong Kong Institute of Chartered Secretaries and The Institute
of Chartered Secretaries and Administrators. She has years of
extensive experience in the company secretarial sector and has
worked for international accounting and law firms and listed
companies in Hong Kong.

*  For identification purpose only
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The Board of Directors (the “Board”) and management of the
Company are committed to maintaining high standards of
corporate governance for the purpose of providing a framework
and solid foundation for its business operation and development.
The Company considers that effective corporate governance with
probity, transparency and accountability makes an important
contribution to corporate success and to enhancement of
shareholders value.

The Code on Corporate Governance Practices (the “Former
Code”) set out in Appendix 14 to the the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) has been amended
and renamed the “Corporate Governance Code” (the “New Code”)
effective from 1 April 2012. The Company has complied with
all the code provisions of the Former Code and the New Code
during the period from 1 January 2012 to 31 March 2012 and the
period from 1 April 2012 to 31 December 2012 respectively.

The Company has adopted the Model Code (the “Model Code”)
for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules as the Company’s code
of conduct and rules governing dealing by all directors in the
securities of the company.

All the Directors have confirmed that they have complied with the
required standard regarding directors’ securities dealings set out
in the Model Code during the year.

As at 31 December 2012, the Board comprises five executive
Directors, namely Dr. Dai Xiaobing (Chairman), Mr. King Hap Lee
(Deputy Chairman), Mr. Xu Zucheng (Chief Executive Officer), Mr.
Wang Ziming and Mr. Wan Tze Fan Terence; one Non-executive
Director, Mr. Kong Siu Tim; and three Independent Non-
executive Directors (“INEDs”), namely Mr. Wong Kwok Chuen
Peter, Professor Wong Lung Tak Patrick and Dr. Wang Yanbin.
There is no financial, business, family or other material/relevant

relationship between the Directors.
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The Board includes three INEDs representing one-third of the
Board which is in compliance with under Rule 3.10(1) and
3.10A of the Listing Rules. Professor Wong Lung Tak Patrick
has appropriate qualifications and accounting related financial
expertise required under Rule 3.10(2) of the Listing Rules.

The Company has received from each of the independent non-
executive directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. All the three INEDs
are independent under these independence criteria, and with
their wide range of skills and experience to the Group, they are
capable to effectively exercise independent judgment on issues of
strategy, performance, risk and people through their contribution
at Board and committee meetings.

The Board has extensive corporate and strategic planning and
industry experience for discharging their duties as Directors in
the best interest of the Company and that the current board
size is adequate for its present operations. Each of the Directors
keeps abreast of his responsibilities as a Director of the Company
and of the conduct, business activities and development of the
Company.

On appointment to the Board, each Director receives a
comprehensive induction package covering the general, statutory
and regulatory obligations of being a Director to ensure that he
is sufficiently aware of his responsibilities under the Listing Rules
and other relevant regulatory requirements. All Directors and
senior management are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. The Directors are regularly briefed on the business
operations and policies of the Company and from time to time
provided with written training materials to develop and refresh
their professional skills.

According to the records maintained by the Company, all the
Directors, namely Dr. Dai Xiaobing, Mr. King Hap Lee, Mr. Xu
Zucheng, Mr. Wang Ziming and Mr. Wan Tze Fan Terence, Mr.
Kong Siu Tim, Mr. Wong Kwok Chuen Peter, Professor Wong
Lung Tak Patrick and Dr. Wang Yanbin, participated in continuous
professional development by reading materials and attending
seminars on corporate governance, regulatory development and
other relevant topics with an emphasis on the roles, functions and
duties of a director of a listed company in compliance with the
New Code during the year.
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Apart from the fiduciary duty and statutory responsibility towards
the Company and the Group, the Board is responsible for the
management of the business and affairs of the Group with the
objective of enhancing the Company and shareholders’ value.
Key responsibilities include formulation of the Group’s overall
strategies, setting of corporate and management targets,
monitoring of operational and financial matters, approval of major
capital expenditures, material acquisitions and disposal of assets,
corporate or financial restructuring, material borrowings and any
issuing, or buying back, of equity securities. Responsibility for
delivering Company’s objectives and running the business on a
day-to-day basis is delegated to divisional management who have
been given clear guidelines and directions as to their authority.

The biographical details of the Directors are listed in the section of
“Directors and Senior Management Profiles” in this annual report
and the INEDs are expressly identified in all of the Company’s
publication such as circular, announcement or relevant corporate
communications in which the names of Directors of the Company
are disclosed. The Company maintains on its website and on the
Stock Exchange’s website a list of its directors with their role and
function.

The roles of Chairman and Chief Executive Officer are segregated
and performed by two separate individuals, Dr. Dai Xiaobing
and Mr. Xu Zucheng respectively, to ensure a balance of
power and authority. The Chairman of the Company provides
leadership to the Board and ensures that the Board discharges
its responsibilities effectively. Dr. Dai Xiaobing’s primary roles
and duties include to formulate corporate strategies and plans in
conjunction with the Board and to ensure that Directors receive
complete, accurate and timely information and are properly
briefed on issues arising at Board meetings. He also holds
annually meeting with the non-executive directors (including
independent non-executive directors) without the executive
directors present. The Chief Executive Officer, Mr. Xu Zucheng,
is responsible for the effective management and operation of the
Company and his primary roles and duties include to monitor
and control the operational and financial performance within the
Group and to implement the Company’s strategy and policies for
achieving its objectives.
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Each of the Directors has entered into a service contract with
the Company for a specific term. Such term is subject to his re-
election by the Company at an annual general meeting upon
retirement. The Company’s Bye-laws provide that any Director
appointed by the Board to fill a casual vacancy in the Board or as
an additional member of the Board shall hold office only until the
first general meeting of the Company and shall then be eligible for
re-election at such meeting. In accordance with the Company’s
Bye-laws, at each AGM of the Company, one third (or the
number nearest to but not less than one-third) of the Directors
shall retire from office by rotation provided that every Director
shall be subject to retirement by rotation at least once every
three years and, being eligible, offer themselves for re-election.
Regarding the code provision of appointment of non-executive
directors for a specific term, each of the Non-Executive Director
and INEDs of the Company has entered into a service contract
with the Company for a term of two years, subject to retirement
by rotation.

The Board is responsible for performing the corporate governance
functions within its terms of reference. Its duties include to
develop and review the Company’s policies and practices on
corporate governance; review and monitor the training and
continuous professional development of directors and senior
management and the Company’s policies and practices on
compliance with legal and regulatory requirements; develop,
review and monitor the code of conduct and compliance manual
(if any) applicable to employees and directors; and review the
Company’s compliance with the New Code and disclosure in the
Corporate Governance Report as required under Appendix 14 of
the Listing Rules.

The Company updates the Directors from time to time with
development in the laws and regulations relevant to their role as
director of the Company. Directors are also encouraged to update
their skills, knowledge and familiarity with the Group through
initial induction, ongoing participation at Board and committee
meetings.
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The Company’s senior management regularly supplies the Board
and its committees with adequate information in a timely manner
to enable them to make informed decisions. Monthly updates as
required in C.1.2 of the New Code are provided by the senior
management to all Directors to enable them to be apprised of
the circumstances of the Company and to discharge their duties.
All Directors have access to Board papers and related materials
that will assist them for decision making. Any Director, wishing
to do so in the furtherance of his duties, may take independent
professional advice through the Company’s expense. No such
independent professional advice was requested by any Director in
2012.

The Company continues to subscribe for an insurance policy to
indemnify the Directors and senior executives from any losses,
claims, damages, liabilities and expenses, including without
limitation, any proceedings brought against them, arising from
the performance of their duties pursuant to their appointment
under their respective service agreements entered into with the
Company. The current policy shall be under constant review to
ensure that the insurance cover is appropriate.

The Board has established three committees delegated with
various responsibilities, including Audit Committee, Remuneration
Committee and Nomination Committee. All the Board committees
perform their distinct roles in accordance with their respective
terms of reference which are available on the websites of
the Company and the Stock Exchange. The meetings and
proceedings of the committees are governed by the provisions
contained in the bye-laws of the Company for regulating
the meetings and proceedings of Directors unless otherwise
stipulated in their respective terms of reference. The individual
attendance records of each Director at the meetings of the
Board, Audit Committee, Remuneration Committee, Nomination
Committee and general meetings during the year are set out
below:
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Audit Remuneration

Board  Committee
EXE EBUIEE

Number of meetings held FEERBTEERY

during the year 7 2
Executive Directors BiTEE
Dai Xiaobing (Chairman) NE(EE) 1 -
King Hap Lee (Deputy Chairman) g (82E) 1 -
Xu Zucheng (Chief Executive Officer) RER (TTH %) 6/6 -

(appointed on 14 March 2012) (R2012F3 A 14RERT)
Wang Ziming TEA 717 -
Wan Tze Fan Terence BTE i -
Non-executive Director FHTESE
Kong Siu Tim P i -
Independent Non-executive BiuEHTES

Directors
Wong Kwok Chuen Peter EH2 6/7 2/2
Wong Lung Tak Patrick BER 717 2/2
Wang Yanbin TR 7 2/2
Notes:
1. Mr. Xu Zucheng was appointed Executive Director on 14 March

2012,

2. The Audit Committee comprises Mr. Wong Kwok Chuen Peter,

Professor Wong Lung Tak Patrick and Dr. Wang Yanbin.

3. The Remuneration Committee comprises Professor Wong Lung Tak
Patrick, Dr. Dai Xiaobing and Mr. Wong Kwok Chuen Peter.

4. The Nomination Committee comprises Dr. Dai Xiaobing, Mr. Wong

Kwok Chuen Peter and Professor Wong Lung Tak Patrick.
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The Audit Committee assists the Board in discharging its
responsibilities for financial reporting and corporate control. The
Committee comprises three INEDs, namely Mr. Wong Kwok
Chuen Peter, Professor Wong Lung Tak Patrick and Dr. Wang
Yanbin, and is chaired by Professor Wong Lung Tak Patrick.

The Company has complied with Rule 3.21 of the Listing Rules
which requires that the audit committee has a minimum of three
non-executive directors, must be chaired by an INED, at least
one of the audit committee member is an INED who possesses
appropriate professional qualifications or accounting or related
financial management expertise, and a majority of the audit
committee are INEDs.

None of the Audit Committee members are members of the
former or existing auditors of the Company. The Audit Committee
met twice during the year in accordance with its terms of
reference. During the year, the Audit Committee has discharged
its duties which include to review the completeness, accuracy
and fairness of the Company’s financial statements, evaluating
the Company’s auditing scope and procedures as well as its
internal control systems, to review the interim and final financial
statements before their submission to the Board and the annual
general meeting for approval, and to make recommendation
on the appointment of external auditor and approve the
remuneration and terms of engagement of external auditor. The
Audit Committee is provided with sufficient resources, including
independent access to and advice from external auditors.

The revised terms of reference of the Audit Committee setting out
the Audit Committee’s authority and duties, which has included
changes in line with the New Code, are available on the websites
of the Company and the Stock Exchange.

The Company’s objective for its remuneration policy is to maintain
fair and competitive packages based on business requirements
and industry practice. The Remuneration Committee comprises
three members including one Executive Director and two INEDs,
namely Dr. Dai Xiaobing, Mr. Wong Kwok Chuen Peter and
Professor Wong Lung Tak Patrick. The committee is chaired by
Professor Wong Lung Tak Patrick. The Company has complied
with Rule 3.25 of the Listing Rules which requires that the
remuneration committee has a majority of the member being
INEDs and must be chaired by an INED.
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With reference to business needs and company development,
individual performance and contribution, changes in relevant
markets and general economic situation, the Remuneration
Committee has adopted the model set out in B.1.2(c)(ii) of the
New Code where the Committee reviews and recommends to the
Board on the Company’s policy and structure for remuneration of
the Directors and senior management. During the review process,
no individual director is involved in decisions relating to his own
remuneration.

The revised terms of reference of the Remuneration Committee
setting out the Remuneration Committee’s authority and
duties, which has included changes in line with the New Code,
are available on the websites of the Company and the Stock
Exchange.

During the year and prior to the establishment of the Nomination
Committee, the Board was responsible for selection and approval
of candidates for appointment as directors to the Board. The
Board considered that the human resource policy in recruitment
of new senior staff was also applicable to nomination of a new
director. In considering the nomination of a new director, the
Board would take into account the qualification, in particular any
qualification as required in the Listing Rules, expertise, industry
experience, leadership and integrity of the candidates that, in the
opinion of the Directors, would enable them to make a positive
contribution to the performance of the Board.

The Company’s Nomination Committee was established in
March 2012 in accordance with the New Code. The Nomination
Committee currently has three members including one Executive
Director and two INEDs, namely Dr. Dai Xiaobing, Mr. Wong
Kwok Chuen Peter and Professor Wong Lung Tak Patrick. Dr.
Dai Xiaobing acts as Chairman of the Nomination Committee.
The Committee met once during the year in accordance with
its terms of reference. The Nomination Committee bases
on the aforesaid criteria when making recommendations to
the Board on the nomination and appointment of directors,
assesses the independence of INEDs, review the structure,
size and composition of the Board at least annually and makes
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy. The terms of
reference of the Nomination Committee are made available on the
websites of the Company and the Stock Exchange.
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The Board is accountable for proper stewardship of the
Company’s affairs, and is responsible for ensuring that the
Group keeps fair and accurate accounting records which
disclose its financial position. The Directors also acknowledge
their responsibility to prepare the financial statements of the
Group in accordance with statutory requirements and applicable
accounting standards. This responsibility extends to both interim
and annual reports.

The Board acknowledges its responsibility to establish, maintain
and review the effectiveness of the Group’s system of internal
controls to ensure that shareholders’ investments and the
Group’s assets are safeguarded.

In order to implement an effective and efficient internal control
system, the Group performs comprehensive review for the internal
control system systematically on a regular basis which covers
financial, operational, and compliance controls as well as risk
management function.

On behalf of the Board, the Audit Committee reviews annually
the continued effectiveness of the Group’s internal controls
dealing with risk and financial accounting and reporting, the
effectiveness and efficiency of operations, compliance with laws
and regulations, risk management functions. During the year, no
significant control failures or weaknesses have been noted. The
Board considered that these systems of internal controls were
effective and sufficient to guarantee the Group in achieving its
business objectives.

BDO Limited was appointed as external auditor of the Company
by shareholders at the 2012 Annual General Meeting until the
conclusion of the next annual general meeting.

During the year, the fees paid or payable to the external auditors
of the Company, BDO Limited were approximately HK$1,400,000
and HK$80,000 for audit service and non-audit service rendered
(excluding disbursement fees) to the Group respectively.
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The reporting responsibilities of BDO Limited, the auditors, are
stated in the Auditors’ Report on pages 55 to 57 of the Annual
Report.

The Company Secretary of the Company, Ms. Yim Siu Hung, is an
employee of the Company and has day-to-day knowledge of the
Company. The Directors have access to the advice and services
of the Company Secretary regarding board procedures, and
relevant laws, rules and regulations. Ms. Yim has confirmed that
she took the required number of hours of relevant professional
training in 2012 as stated in Rule 3.29 of the Listing Rules.

Pursuant to Section 74 of the Companies Act 1981 of Bermuda
(the “Act”) and Bye-law 58 of the Bye-laws of the Company,
shareholders holding in aggregate not less than 10% of the paid-
up capital of the Company carrying the right of voting at general
meetings of the Company have the right, by written requisition
to the Board or the Company Secretary of the Company, to
request a special general meeting to be called by the Board for
the transaction of any business specified in such requisition, and
such meeting shall be held within two months after the deposit
of such requisition. If the directors do not within twenty-one days
from the date of the deposit of the requisition proceed to convene
such meeting, any of the requisitionists representing more than
one half of the total voting rights of all of them, may themselves
convene a meeting to be held within three months from the said
date.

Any number of shareholders representing not less than 5% of the
total voting rights of the Company at the date of the requisition
or not less than 100 shareholders of the Company are entitled
to put forward a proposal for consideration at a general meeting
of the Company. Shareholders should follow the requirements
and procedures as set out in Section 79 of the Act for putting
forward such proposal at a general meeting. The procedures for
shareholders to propose a person for election as a director are
made available on our website as required by the Listing Rules.
The requisition of the proposals made by shareholders may be
addressed to the Company Secretary at the Company’s head
office and principal place of business in Hong Kong.
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Annual general meetings and special general meetings provide
a useful forum for shareholders to share views with the Board.
Members of the Board (including member(s) of the Audit,
Remuneration and Nomination Committees) attend shareholders’
meetings and make themselves available to answer shareholders’
questions. Enquiries of shareholders may also be put to the
Board by contacting the Company Secretary by phone or email,
as stated in our website, www.sino-oilgas.hk.

The Board recognizes the importance of good communication
with shareholders as well as investors. Information in relation to
the Group is disseminated to shareholders and investors in a
timely manner through a number of channels include interim and
annual reports, announcements, circulars and press releases.
Electronic copies of these documents and general information of
the Group’s operation can be obtained through the Company’s
website. During the year, no change was made to the Company’s
Memorandum of Association and Bye-laws. Throughout 2012, the
Group also held numerous meetings with analysts and investors
in Hong Kong and overseas, conducted investor group briefings,
overseas roadshows and spoke at few investor conferences. The
Company will continue to promote and enhance investor relations
and communication with its investors.
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The directors submit their annual report together with the audited
financial statements for the year ended 31 December 2012, which
are set out on pages 58 to 172.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Group is principally engaged in operation of (i) exploitation and
sale of crude oil and natural gas and (i) exploration, development
and production of coalbed methane in China.

SUBSIDIARIES
Particulars of the Company’s subsidiaries are set out in note 22
to the financial statements.

DIVIDENDS

The Board has resolved not to recommend the payment of a
dividend for the year ended 31 December 2012 (2011: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the year are set out in note 16 to the financial
statements.

SHARE CAPITAL
Details of the movements in the share capital of the Company
during the year are set out in note 33 to the financial statements.

ISSUE OF SHARES UNDER GENERAL

MANDATE

On 18 July 2012, the Company entered into the Subscription
Agreements with not less than six subscribers who were third
parties independent of the Company and the connected persons
of the Company (as defined in the Listing Rules), under which
the Company allotted and issued to the subscribers a total of
200,000,000 shares of the Company with the aggregate nominal
value of HK$2,000,000 at a price of HK$0.15 per share. The
closing market price of the Company’s shares was HK$0.178 per
share on 18 July 2012, being the date on which the terms of the
issue were fixed. The subscriptions were completed on 31 July
2012. The net proceeds from the subscriptions of approximately
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HK$29,950,000 were used for general working capital and
funds for existing projects. The net subscription price was about
HK$0.1497 per share. Further details of the aforesaid issue of
shares are set out in the announcements of the Company dated
15 July 2012 and 31 July 2012 and note 33 to the financial
statements.

Details of movements in reserves of the Company and the
Group during the year are set out in note 33 to the financial
statements and the Consolidated Statement of Changes in Equity
respectively.

A summary of results, assets and liabilities of the Group for the
last five financial years is set out on pages 6 and 7.

The aggregate sales to the Group’s five largest customers took
up 100% of the turnover for the year and the largest customer
accounted for approximately 100% of the Group’s turnover for
the year. The aggregate purchases attributable to the Group’s
five largest suppliers accounted for 17% and the largest supplier
accounted for approximately 7% of the Group’s total purchases
for the year.

During the year, none of the directors, their associates or
shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s share capital)
had any interest in these major customers and suppliers.
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DIRECTORS
The directors of the Company during the year and up to the date
of this report were:

Executive Directors

Dr. Dai Xiaobing (Chairman)

Mr. King Hap Lee (Deputy Chairman)

Mr. Xu Zucheng (Chief Executive Officer)
(appointed on 14 March 2012)

Mr. Wang Ziming

Mr. Wan Tze Fan Terence

Non-executive Director
Mr. Kong Siu Tim

Independent Non-executive Directors
Mr. Wong Kwok Chuen Peter

Professor Wong Lung Tak Patrick

Dr. Wang Yanbin

Pursuant to the Company’s bye-law 87(1), Mr. Wan Tze Fan
Terence, Mr. Kong Siu Tim and Mr. Wong Kwok Chuen Peter will
retire by rotation and, being eligible, will offer themselves for re-
election. All other remaining directors continue in office.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which
is not determinable by the Company within one year without
payment other than statutory compensation.
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As at 31 December 2012, the interests and short positions of the 2012612431 - A RARIEFR ([EH]) %
directors (the “Directors”) or chief executive of the Company in TBAENARRSEEAER LB (BB F
the shares, underlying shares and debentures of the Company 7= REIE A ([ &2 kB & 551 1) E£XVED AT
or any of its associated corporations (within the meaning of the [ T 2 &%) 2B - HERO REFFTHEE
Part XV of the Securities and Futures Ordinance (the “SFO”) as  #lANA R RIRIRFE 75 M B (R B F 3521617 &
recorded in the register maintained by the Company pursuant to < Z B KARIE LW AR EFETES
section 352 of the SFO or as otherwise notified to the Company ~ X% Z R PRI (MRS A MAME KA RA

hh X

and the Stock Exchange pursuant to the Model Code for AN R T AR IAT

Securities Transactions by Directors of Listed Companies (the
“Model Code”) were as follows:

Interests in shares/

Name of Director Long/short position underlying shares Nature of interest
RiH R
EEfE e/ %A HEAR G R EE Eaty
Dai Xiaobing Long position shares Beneficial owner
EIIS HE fxtp EnEEA
Short position shares Beneficial owner
wE fxtp EREAA
Long position share options Beneficial owner
e Bk ERERA
King Hap Lee Long position shares Interest of controlled corporation (Note 2)
KA 35} fxtp REH R ES (MEE2)
Short position shares Interest of controlled corporation (Note 2)
HE i fn REH AR ER (Hi2)
Long position share options Beneficial owner
e B ERBERA
Wang Ziming Long position shares Beneficial owner
TEHR 35} it EnEAA
Short position shares Beneficial owner
e i fn EGBAA
Long position shares Interest of controlled corporation (Note 3)
HE fx REHRTM#E (M)
Long position share options Beneficial owner
e BiRiE ERBEAA
Wan Tze Fan Terence Long position shares Beneficial owner
BTE HE fxfp EGEAA
Long position share options Beneficial owner
HE BIE ERBEAA
Kong Siu Tim Long position shares Beneficial owner
IHH e i fn ERBEAA
Long position share options Beneficial owner
e BikiE EGEAA
Wong Kwok Chuen Peter Long position share options Beneficial owner
kS e BRE ERBAA
Wong Lung Tak Patrick Long position share options Beneficial owner
BER e i ExBAA
Wang Yanbin Long position share options Beneficial owner

it

TR 52 RBE ExBBA

pu

Number of shares/
underlying shares of
the Company held
FixAaRE,/
Tl

883,300,000
708,000,000

36,000,000

300,000,000
200,000,000
36,000,000
100,000,000
100,000,000
5,000,000
36,000,000
33,660,000
36,000,000
44,000,000
3,000,000
3,000,000
3,000,000

3,000,000



Notes:

(1) Particulars of directors’ interests in the share options of the

Company are set out in the section “Share Option Schemes”.

(2)  Wai Tech Limited owns 300,000,000 shares and has short position
of 200,000,000 shares of the Company. Wai Tech Limited is
wholly owned by Petromic Corporation which in turn is wholly and

beneficially owned by Mr. King Hap Lee.

(3) 5,000,000 shares of the Company are owned by Harmonie
Developments Limited which is wholly and beneficially owned by

Mr. Wang Ziming.

Save as disclosed above, as at 31 December 2012, none of the
Directors or chief executive nor any of their associates had any
interests or short positions in the securities of the Company or
any of its associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

At the Annual General Meeting of the Company held on 28 May
2010, the shareholders of the Company approved the adoption of
a new share option scheme (the “New Option Scheme”) and the
termination of the old share option scheme adopted on 6 March
2002 (the “Old Option Scheme”, together with the New Option
Scheme, collectively the “Schemes”). No further options may
be granted under the Old Option Scheme upon its termination
and options granted and unexercised prior to such termination
shall continue to be valid and exercisable in accordance with the
provisions of the Old Option Scheme. All the outstanding options
under the Old Option Scheme lapsed on 5 March 2012 upon
expiration of the exercise period.

The Schemes are in full compliance with the relevant requirements
of Chapter 17 of the Listing Rules. The purpose of the Schemes
is to enable the Company to recognise the contributions of the
participants to the Group and to motivate the participants to
continuously work to the benefit of the Group by offering to the
participants an opportunity to have personal interest in the share
capital of the Company.

GEE
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(2)  BEARRA A E300,000,00008 85 17 6 HE 2
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The eligible participants include any full-time and part-
time employees (including Directors) of the Company or its
subsidiaries, any suppliers, consultants, agents and advisers.
The Old Option Scheme and the New Option Scheme became
effective on 6 March 2002 and 28 May 2010 respectively and,
unless otherwise cancelled or amended, will remain in force for
10 years from the date of coming into effect.

Pursuant to the Schemes, the maximum number of shares in
respect of which options may be granted under the Schemes
shall not in aggregate exceed 10% of the shares of the Company
in issue as at the date of approval of the limit and such limit
may be refreshed by shareholders in general meeting. However,
the total maximum number of shares which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the Schemes and any other share option
schemes must not exceed 30% of the shares in issue from
time to time. As at the date of this report, there are outstanding
options for subscription of 563,200,000 shares under the New
Option Scheme, representing 4.56% of the issued share capital
of the Company.

Under the Schemes, the maximum entitlement for any eligible
person (other than a substantial shareholder or an independent
non-executive director of the Company, or any of their respective
associates) is that the total number of shares issued and to be
issued upon exercise of all options granted and to be granted
in any 12-month period up to and including the date of the
latest grant does not exceed 1% of the shares of the Company
in issue at the relevant time. Any further grant of share options
in excess of this limit is subject to shareholders’ approval in
general meeting. Share options to be granted to a director,
chief executive or substantial shareholder of the Company or
any of their respective associates are subject to approval by
the independent non-executive directors of the Company. In
addition, any grant of share options to a substantial shareholder
or an independent non-executive director of the Company or any
of their respective associates, when aggregated with all share
options (whether exercised, cancelled or outstanding) already
granted to any of them during the 12-month period up to the date
of grant, in excess of 0.1 percent of the shares of the Company
in issue and with an aggregate value in excess of HK$5,000,000
(based on the closing price of the shares at the date of each
grant of the options), is subject to shareholders’ approval in
general meeting of the Company.

HECAERSHEEREARNAIREMNER
AlzEAEBEARBES (BEESE) REM
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The period within which an option may be exercised under
the Schemes will be determined by the Board in its absolute
discretion. Under the Old Option Scheme, no option may be
exercised later than 10 years from 6 March 2002. Under the
New Option Scheme, an option may not be exercised after the
expiration of 10 years from the date of grant of the option.

Pursuant to the Schemes, the exercise price in relation to each
option shall be determined by the Board in its absolute discretion,
but in any event shall not be less than the highest of: (i) the
closing price of the shares as stated in the Stock Exchange’s
daily quotation sheet on the date of grant of such option; (ii)
the average closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant of such option; and (iii)
the nominal value of a share on the date of grant of such option.

Some further disclosures relating to the Schemes are set out in
note 32 to the financial statements.
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As at 31 December 2012, the directors and employees of the

Group had the following personal interests in options to subscribe

for shares of the Company granted at nominal consideration

under the Schemes. Each option gives the holder the right to

subscribe for one share. Details of share options held by the

Directors and employees of the Group and movements in such

holdings during the year ended 31 December 2012 are as follows:

Directors
£

Dai Xiaobing
LI B8

King Hap Lee
eyl

Wang Ziming
IEH

Wan Tze Fan Terence
BTE

Kong Siu Tim
IOH

Wong Kwok Chuen Peter
EEES

Wong Lung Tak Patrick

Wang Yanbin
B3 137

Employees

E&

Outstanding
at 1 January

2012
120125
118
fel R AT 1

36,000,000

36,000,000

36,000,000

10,000,000
3,000,000
36,000,000

17,000,000
5,000,000
3,000,000

4,000,000
2,000,000
3,000,000

3,000,000

3,000,000

56,250,000
338,190,000
6,000,000
210,800,000
547,700,000

Number of options

Lapsed Outstanding at

BREYE
Exercised

during during
the year the year
REMTE RERKH
- 10,000,000
3,000,000 -
- 17,000,000
- 5,000,000
- 4,000,000
- 2,000,000
- 56,250,000
- 338,190,000
6,000,000 -
- 210,800,000
128,000,000 12,500,000

(1) No option was granted during the year.

31 December

2012
120125
12A318
el R ATHE

36,000,000
36,000,000

36,000,000

36,000,000

3,000,000
3,000,000
3,000,000

3,000,000

407,200,000

(2)  During the year, the weighted average closing price of the
Company's shares immediately before the dates on which the
options were exercised was HK$0.199 per share.

M

MR2012F12A31H - AEBEZEEZNEENIR
B8l aE EMREREAIREARAQRRK

MZBREPREEAT ZEARER -

B8

PRRERR T3 B AREIRB G 2 ER - KEER
EEZENEBREE2012F12A831B L EE AT
HEBRERZEEREZEHFBEIRN TR :

Date of grant

(D-M.Y)

it B
(B.A.%)

06.12.2011

06.12.2011

06.12.2011

22.08.2007
21.08.2008
06.12.2011

22.08.2007
22.04.2010
06.12.2011

22.08.2007
22.04.2010
06.12.2011

06.12.2011

06.12.2011

26.01.2007
22.08.2007
21.08.2008
22.04.2010
06.12.2011

GEE

Exercise period
(D.M.Y)

MR
(B.A.%)

06.12.2011-05.12.2021

06.12.2011-06.12.2021

06.12.2011-056.12.2021

22.08.2007-05.03.2012
21.08.2008-056.03.2012
06.12.2011-05.12.2021

22.08.2007-05.03.2012
22.04.2010-06.03.2012
06.12.2011-05.12.2021

22.08.2007-056.03.2012
22.04.2010-05.03.2012
06.12.2011-05.12.2021

06.12.2011-06.12.2021

06.12.2011-05.12.2021

26.02.2007-25.02.2012
22.08.2007-06.03.2012
21.08.2008-056.03.2012
22.04.2010-05.03.2012
06.12.2011-056.12.2021

PASF P 30 8 RO R IR M o

Exercise price
per share
HK$
SREH
ZiTER
BR

0.276

0.276

0.276

0.375
0.180
0.276

0.375
0.390
0.276

0.375
0.390
0.276

0.276

0.276

0.189
0.375
0.180
0.390
0.276

@ RER KXRAFABRORERTEABITE
B 2 DRI T E RS X0.1998 T -



DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Apart from as disclosed under the sections “Directors’ Interests
in Shares and Underlying Shares” and “Share Option Schemes”,
at no time during the year was the Company or any of its
associated corporations a party to any arrangement to enable
the directors of the Company or any of their spouses or children
under eighteen years of age to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
As at 31 December 2012, the following persons, not being a
Director or chief executive of the Company, had an interest or
short position in the shares or underlying shares of the Company
as recorded in the register required to be kept under section 336
of the SFO:

Long position in the shares of the Company

Name

E=1 EmtE

Nature of interest

ﬂ{qport'qfftﬁe Directors
25T %% 3

EERERGUESZEF

BRRIEERERO RARB DT 2 #a | R
PerEat & MET R AT EE SN AR B REA
M EEEERERFERNEAEREIZEMNR
PE o BEAR QA E F R EE BB R85
AT FREBARRAREMEMABHE
ZEMm S ES MR -

FTERFEZHER

72012F12A31H * LN AT (WIEARRAE
ERITHARE) RIRIBE F R B E 505336
GEE2ELRMAENRERR 2 RHIEH
BT EBRERIRE

REATRGPHERZTR

Number of shares held

Pt 8B

CDB Leasing Co., Ltd. (Note 1)
HiRermEERRAF (1) REER

Note:

1. Regarding the security interest in 2,296,000,000 shares being held
by CDB Leasing Co., Ltd. (“CDB Leasing”), China Development
Bank Corporation which holds 88.95% interest in CDB Leasing is
deemed to have security interest in such shares.

Saved as disclosed above in this section, as at 31 December
2012, the Company has not been notified of any other persons
(other than the Directors or chief executive of the Company) who
had any interest or short position in the shares or underlying
shares of the Company as recorded in the register required to be
kept under Section 336 of the SFO.

RETIREMENT SCHEMES

The employees of the Group’s subsidiaries in the PRC are
members of retirement schemes operated by local authorities in
the PRC. The Group also operates a defined contribution scheme
covering full time employees in Hong Kong. Details of employee
retirement benefits are set out in note 31 to the financial
statements.

Security interest

2,296,000,000

GEX

1. EHRReRmBASERARN(HRAE]) %
H £92,296,000,0000% % 15 () 1R 2% + /A
RERBEERTEOERATNZEERERE
88.95% 1 m ' B MR ARZERGFHE
R B -

M EXATIEEI o R2012F12831H K

NEV EEETRNEMAL(TBEBERARZ

EESTHER) SARBEES LS IEM

$336151FE 2 & s MFr st 8% N AR A IR 19 8k

EEROFHEEERIAE -

B IRETE
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B 2RI B2 AR E - AR TR B —
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G{qport'qutﬁe Directors
L 39H 2%

DIRECTORS’ REMUNERATION AND
HIGHEST PAID INDIVIDUALS’ EMOLUMENTS

Particulars of the directors’ remuneration and highest paid
individuals’ emoluments are set out in note 10 and note 11 to the
financial statements respectively.

DIRECTORS’ INTERESTS IN CONTRACTS
Save as disclosed in note 43 to the financial statements, no
contracts of significance subsisted at any time during the year to
which the Company or any of its subsidiaries was a party and in
which a director of the Company had material interest, whether
directly or indirectly.

PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of its directors, as of the date of this
report, there is sufficient public float of the shares with not less
than 25% of the total issued shares of the Company as required
under the Listing Rules.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

During the year, neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed
securities.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the laws in Bermuda which would oblige the
Company to offer new shares on a pro rata basis to existing
shareholders.

AUDITOR
The financial statements for the year have been audited by BDO
Limited who retires and, being eligible, offers for re-appointment.

By order of the Board
Dai Xiaobing
Chairman

Hong Kong, 27 March 2013
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ﬂnc[e}oena[ent Auditor’s G{e}oort

Tel : +852 2541 5041
Fax: +852 2815 2239
www.bdo.com.hk
|

EEE ¢ +852 2541 5041
{8HE : +852 2815 2239
www.bdo.com.hk

TO THE SHAREHOLDERS OF SINO OIL AND GAS
HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Sino Oil and Gas Holdings Limited (“the Company”) and its
subsidiaries (together “the Group”) set out on pages 58 to 172,
which comprise the consolidated and company statements of
financial position as at 31 December 2012, and the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with the Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.

19 3 R B I % %

25 Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2012 and of the Group’s loss and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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Without qualifying our opinion, we draw attention to note 3(b) to
the consolidated financial statements which states that: (i) the
Group incurred a loss of HK$113,405,000 during the year ended
31 December 2012 and its current liabilities exceeded current
assets by HK$412,360,000 as at that date; and (ii) the Group
can only utilise the remaining loan facility of RMB900,000,000
on meeting certain prerequisites. These conditions indicate the
existence of a material uncertainty which may cast significant
doubt about the Group’s ability to continue as a going concern.

BDO Limited

Certified Public Accountants

Shiu Hong NG

Practising Certificate Number P0O3752

Hong Kong, 27 March 2013
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2012 2011

Notes HK$’ 000 HK$’ 000
P 5 THERT FHET
Turnover =3 58&15 28,932 35,079
Direct costs EREHN (25,415) (31,380)
Gross profit EH 3,517 3,699
Other revenue H AU A 6 9,573 8,803
Other gains and (losses), net Hilam & (B1E) F8 7 (69,769) 2,475
Administrative expenses TRE R (68,462) (107,086)
Loss from operations LEER (125,141) (92,109)
Finance costs REA 8(a) (116) 6)
Share of loss of a jointly controlled entity EEERZEEEARTBRE 20 (1,505) (496)
Share of profit of an associate JE GRS D A s 21 1 -
Loss before income tax expenses BRETS RS AT BB 8 (126,761) (92,611)
Income tax credit/(expenses) FIERER,/ (X ) 9 13,356 (3,628)
Loss for the year rEEFEEE (113,405) (96,239)
Other comprehensive income, after tax Hih2E W - REE
Exchange differences on translating MEBIRB EREZR
foreign operation 8,675 13,023
Other comprehensive income for the year AEFEM2ERE 8,675 13,023
Total comprehensive income for the year AEE2HENEEE (104,730 (83,216)
Loss attributable to: PTATREEES:
Owners of the Company NNSIE ZE DN 12 (113,405) (96,239)
Non-controlling interests i - -
(113,405) (96,239)
Total comprehensive income attributable to: ITATEEBE2ERE
Owners of the Company AN/NCIE RUN (104,730) (83,216)
Non-controlling interests Eu e - -
(104,730) (83,216)
Loss per share FEE
- Basic and diluted —BEAREE 14 (0.927) HK centsi#fll  (0.979) HK cents/&1ll
# Non-controlling interest represented 30% equity interest of a # IE R A% 25 5 BT 5E22() BT B — R BT B 2 A130% A%

subsidiary listed in note 22(a).

A -



Not‘es
(i3
Non-current assets ERBEE
Property, plant and equipment WE HERRE 16
Gas exploration and evaluation assets  AARHERFEEE 17
Intangible assets BYEE 18
Goodwil mE \ » 19
Interest in a jointly controlled entity R—FHAREESERA B 20
Interest in an associate R—REEAE 2R 21
Deposits and prepayments BeRBHFE 24
Total non-current assets ERBEELTE
Current assets RHEE
Inventories FE 23
Trade, notes and other receivables, — MEMUERF - BWER - K
deposits and prepayments Bk BE REBARE 24
Pledged bank deposits BEBEITER 25
Cash and cash equivalents ReRHReZED 26
Total current assets MBEERR
Total assets BEE
Current liabilities RBER
Other payables and accruals EiERTELERER 27
Borrowings - secured EE-BEA 29
Taxation HE
Total current liabilities NEBABELESH
Net current liabilities RBEETFE
Total assets less current liabilites HEEERAHERE
Non-current liabilities krBaf
Provisions i 28
Borrowings - secured BE-AHEA 29
Deferred tax liabilities EEHEEE 30
Total non-current liabilities FRBaELE
NET ASSETS BEFHE
Capital and reserves attributable to A HHARIEEX
owners of the Company RiE
Share capital A 33(a)
Reserves &
TOTAL EQUITY aEn
On behalf of the Board
REESES
Dai Xiaobing
BNE
Director
o

2012

HK$'000  HK$'000

FET FHET

229,847

3,272,934

227,088

4,947

63,354

12,423

3,810,593
3,924
42,388
7,954
71,114
125,380

3,935,973
(442,561)
(92,834)
(2,345)
(537,740)

(412,360)

3,398,233
(o71)
(368,739)
(5,349)

(375,059)

3,023,174

123,560

2,899,614

3,023,174

Wan Tze Fan Terence
im Y Eh
Director

EF

2011

HK$' 000 HKS' 000

FHET THT

267,471

3,007,374

249,997

4,230

6,452

32,368

3,567,892
635
24,235
344,451
369,321

3,937,213
(546,149)
(22,287)
(2,322)
(570,758)

(201,437)

3,366,455
(1,132)
(285,699)
(18,674)

(305,499)

3,060,956

120,190

2,940,766

3,060,956



ASSETS AND LIABILITIES
Non-current assets
Interests in subsidiaries

Total non-current assets
Current assets

Other receivables, deposits

and prepayments

Cash and cash equivalents
Total current assets

Total assets

Current liabilities
Other payables and accruals

Net current (liabilities)/assets

NET ASSETS

BERAR
kRBEE
RHBRR 2 #Ea
FRPEELE
RHAE
ERBET - ke
REMNFE
ReRATSEN
RYEELHR
BEE

RBAR
EENFERBRER

BEFE

Capital and reserves attributable to AATHEAEEEX

owners of the Company
Share capital
Reserves

TOTAL EQUITY

Rk
BA

On behalf of the Board

Dai Xiaobing
B/hE
Director

EF

Notes

Mt

22

24
26

27

33(a)
33(b)

RREFS

2012

HK$’ 000 HK$’ 000
FERT TET
3,056,188
3,056,188
1,143
61
1,204
3,057,392
(47,293)
(46,089)
3,010,099
123,560
2,886,539
3,010,099

Wan Tze Fan Terence
im Y Eh
Director

EF

2011
HK$ 000 HK$' 000
FET TRL
2,850,382
2,850,382
240
147,428
147,668
2,998,050
(1932)
145,736
2,996,118
120,190
2,875,928
2,996,118



Consolidated Statement ofCﬁcmges in Q-chuity
B S EY &

For the year ended 31 December 2012 & £2012F 12431 H I FE

Attributable to owners of the Company

FATREARG
(note 33(c)
(H333(0)
Equity
Share Convertible attributable Non-
Share Share  Contributed option Warrant  note equity Exchange  Accumulated to ownersof  controlling
capital premium surplus reserve reserve reserve reserve losses  the Company interests’ Total
BhE  dRER  TRREE KATHEA
Bx  EBEE  daEe L B EERE  ERBE 0 EMER  BGED iRy L)
HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS' 000 HKS'000
Th T T Thn Th T T Thn Th T Th
At1 January 2011 hot1£1R18 91,414 1,985,448 81,043 32,366 4990 780,000 16,797 (413,683 2,528,375 - 2,528,375
Loss for the year FERER - - - - - - - (96.299) (96,299 - (96,299
Other comprehensive income £ 2 B4 & - - - - - - 13028 - 13,028 - 13028
Tota compreensive income.~ AEE2ANZLE
for the year - - - - - - 503 %29 B2 N V)
Shares issued on exercise of  /TERRERME L
warrants (note 33()l) 17 (Bi3E3a) 100 200 - - (100) - - - 2,200 - 2,20
Issue of comvertble notes BT TEKZE - - - - - 3,480 - - 2480 - 32,480
Shares issued under share  RERIESTEIE {12
option scheme (note 33iil) k15 (FE=83(ali) 5% 14654 - (1,297) - - - - 13953 - 13953
Conversion of converiole ~~ WARZ 84
notes ote 3360 (ka3 UG 1207304 - - N T - - Hepm - Heam
Shares issued on FhERARR
acquisions note 33y (FFEE3Sall) 3,120 84,240 - - - - - - 87,360 - 87,360
Issue of share options (note 32) %7 (K32) - - - 60,000 - - - - 60,000 - 60,000
At31 December 2011and  12011E12R31B R
at 1 January 2012 P012%1R18 120,190 3,243,866 81,043 91,069 4,890 - 29,820 (609,922 3,060,956 - 3,060,956
Loss for the year TEEER - - - - - - - (113.40) (113,405) - (11340
Other comprehensive income £t 2 B4E - - - - - - 875 - 8,75 - 8,475
Total comprefensie ncome - ZEF2EHELE
for te year - - - - - - 865 (1345 (104730 - (o
Shares issued under share R R EIE T2
option scheme rote 33 15 (K533 KO - (i - - - - %y - B
Sharesissued onplacing  REERARR
fote 336)) (3N 200 28000 - - - - - 1) -
Release upon lapse of REEEERE
Vested share option FiGHEE - - - (31,844 - - - 31,84 - - -
(note 33 (H3E33a0)
Release upon lapse of REEEIRES
Vested wanants FGHEE - - - - (3640) - - 3640 - - -
(note 33a]) (FisE3sali)
At 31 December 2012 1A201212R318 123,560 3,318,649 81,043 48,020 1,250 - 38,495 (587,843) 3,023,174 - 3,023,174
# Non-controlling interest represented 30% equity interest of a # JEE R TR E22@)FT 7 — KK B A A

subsidiary listed in note 22(a).

30% MR AR ©

FEHERIERERDAE ¢ 2012 £

61



2012 2011
HK$’ 000 HK$’ 000
TERT FET
Operating activities HEER
Loss before income tax expenses BRFTIS R AT 1R (126,761) (92,611)
Adjustments for: AERIBE
Depreciation of property, M- BEREEBRE
plant and equipment 4,960 8,802
Amortisation of intangible assets BWEEHH 1,397 46
Interest expenses F B H 116 6
Interest income FEMA (217) (7,897)
Loss on write off of property, HEWE BERLEZ
plant and equipment B8 330 -
Impairment loss on property, mE - -BEREEZ
plant and equipment BEEE 41,103 1,414
Impairment loss on intangible assets EVEEZREER 23,924 -
Impairment loss on goodwill EEFEEE 4,230 -
Equity-settled share-based payment BALE AR D T2 H
expenses - 60,000
Share of loss of a jointly controlled entity EERAZEEENAEE 1,505 496
Share of profit of an associate JE (B 1 B g 7 (1) -
Deposits and other receivables written off 1B & & OE A B WOR FGE 8 172 2,355
Operating loss before changes in BELSPHEERE
working capital (49,242) (27,389)
Increase in inventories FEEM (3,289) (635)
Decrease in other assets HEERD - 56,656
Decrease in trade, notes and other FEMBR TR - B RIE - Efn el
receivables, deposits and prepayments B e RIEMAFERD 1,617 19,783
Decrease in other payables and accruals HiENRIERERERRD (119,740) (36,916)
Effect of foreign exchange rate changes [EREg & 10 (6,241)
Net cash (used in)/generated mELR (R EE2

from operating activities He&ZF8E (170,644) 5,258



Investing activities

Payment for purchase of property,
plant and equipment

Payment for purchase of gas exploration
and evaluation assets

Acquisitions of subsidiaries,
net of cash acquired

Payment for acquisition of a subsidiary
acquired in prior year

Acquisition of an associate

Capital injection to an associate

Cash advance to a related party

Cash receipts from a related party

Increase in pledged bank deposits
Interest received

Interest paid

Proceeds from notes receivable

Net cash used in investing activities

Financing activities

Proceeds from shares issued under
share option scheme

Proceeds from issuance of shares

Proceeds from bank borrowings

Proceeds from convertible note issued

Issuance cost on convertible notes

Proceeds from exercising warrants

Net cash generated from financing
activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents
at 1 January

Effect of foreign exchange rate
changes

Cash and cash equivalents
at 31 December, representing
cash and bank balances

REED
BAME BER
R
BARARREER
AEEENK
REHEAR
MR R &
BE—REFUE
ZHBRAZ R
BB —REE R F
M—FKBEDEEE
M—BEEALINZ
REBR
B—RBEALTKRZ
R & UK
BEEARITEE M
BHFE
BERFE
R ES GIECE e

REGHMA RS FE

REED
BB 8B ITIR D
{83

BB ERA
RITEEMBHEA

FTARBRERAEHR

AR R AR
TR & TSR

METHELEZHE
FH

RERBEEFEY
(BD) /g

R1IA1BZBEER
RE%EY

ErgamH e
R12A31BZEE R

ReXEY -
MRERRITER

Notes

P EE

34

26

2012
HK$’ 000
TET

(6,167)

(223,835)

(23,974)
(26,100)

(7,954)
217
(28,958)

(316,771)

36,948
30,000
150,598

217,546

(269,869)
344,451

(3,468)

71,114

2011
HK$’ 000
TR

(36,511)
(104,830)
(39,439)

(500,000)

(140,000)
140,000

7,897
(4,561)
13,000

(664,444)

13,953

307,980
468,000
(15,716)
2,200

776,417

117,231
242,529

(15,309)

344,451



Sino Oil and Gas Holdings Limited was incorporated as an
exempted company with limited liability in Bermuda on 2
November 1999 under the Companies Act 1981 of Bermuda
and its shares were listed on the Main Board of The Stock
Exchange of Hong Kong Limited on 9 February 2000. The
registered office and principal place of business of the
Company are located at Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda and Suite 3707-3708, West
Tower, Shun Tak Centre, 168-200 Connaught Road Central,
Hong Kong, respectively.

The Company acts as an investment holding company.

The principal activities of its subsidiaries are set out in note
22(a).

(@) Adoption of amendments to HKFRSs - first
effective on 1 January 2012

Amendments to HKFRS 1

DS RIER B R A FIR IR B 5 #1981
FRANERI1999F 11 A2 E B R iET
MRIRXHREERDA - ERMHV
20005F2 A9 RN A BMERR HMARR
AERLEM AARCEMMERERE
& 5 4 B 5 Bz AClarendon House,
2 Church Street, Hamilton HM11,
Bermudaz & /& T 5 & 1 168-2005% 15
&0 F5E3707-3708% ©

ARABR—KREZERLQA  HMBQ
Al £ BERBENMHE22(0) ©

(a) FRAFBUBREENZIET -
20125E1A1H &%

Severe Hyper Inflation and Removal of Fixed Dates for

First-time Adopters

EREUVBREERNE15 2 EET
Amendments to HKFRS 7
BRI MEERNETR ZEFT
Amendments to HKAS 12

ER G ERIE125% 2 EFT

The adoption of these amendments have no material impact
on the Group’s financial statements.

BERBEREIIGEAEAE ZEEBH
Disclosures — Transfers of Financial Assets
RE-ERUBEE

Deferred Tax — Recovery of Underlying Assets
B E - WEEEEE



(b) New/revised HKFRSs that have been issued
but are not yet effective

The following new/revised HKFRSs, potentially relevant to

the Group’s financial statements, have been issued, but are

not yet effective and have not been early adopted by the

(b) ESRHEEKEHZHITE
eI EEMBREER

7K 55 (B 37 AR BE AT ER 4R T 51 B 2B 4R B R

2R/ RIERI BRI RS EA -

(ERNERF IR N S vl pr s g

Group.

HKFRSs (Amendments)
EREVBREER (BFTA)

Amendments to HKAS 1 (Revised)
BB GEEAFE1R 2185 (KIEET)

Amendments to HKAS 32
BAGFTHEAEI2R 2IEF]
Amendments to HKFRS 7

EREVBREERIBTHR ZAEFT
HKFRS 9

BB B wEERFEI
HKFRS 10

BB E2ERIE 1058
HKFRS 11
ERTBREERFE115]
HKFRS 12
BEBMBREERE125
HKFRS 13
BB 22 RIS 1357
HKAS 27 (2011)

BB G ERE275% (201146F)
HKAS 28 (2011)

EBE G ERFE285 (20114)
HKAS 19 (2011)

BB G EAIFE195 (20114)
HK(IFRIC) — Interpretation 20

&5 (EBRFBRE2EZE
—REFE205

i3

Amendments to HKFRS 10, HKFRS 12

and HKAS 27 (2011)
BB B ELRFE109E -

BEERBREENE2RREBGS

Fo75% (20114F) 2 (&L

7 o

Annual Improvements 2009-2011 Cycle?
20094F 2011518 B 7 F J& 22
Presentation of Iltems of Other Comprehensive Income!
Hth2EW=EE 2 25
Offsetting Financial Assets and Financial Liabilities®
KM BEERM B EE
Disclosure of Offsetting Financial Assets
and Financial Liabilities?
WERHM B EE LMK R E?
Financial Instruments*
g T A
Consolidated Financial Statements?
iR & B I IR aR2
Joint Arrangements?
Bt A
Disclosure of Interests in Other Entities?
REAME B 2 KB
Fair Value Measurement?
N EF =2
Separate Financial Statements?
B B R
Investments in Associates and Joint Ventures?
REtE R e RaghbE2RE?
Employee Benefits?
B8RP
Stripping Costs of the Production Phase of a
Surface Mine?

BB KW 5 A A B B2 R BR AR

Investment entities®

3

a3

REES



(b) New/revised HKFRSs that have been issued

but are not yet effective (Continued)
! Effective for annual periods beginning on or after 1 July 2012

2 Effective for annual periods beginning on or after 1 January
2013

8 Effective for annual periods beginning on or after 1 January
2014

4 Effective for annual periods beginning on or after 1 January
2015

HKFRSs (Amendments) - Annual Improvements
2009-2011 Cycle
The improvements made amendments to five standards.

(i)  HKAS 1 Presentation of Financial Statements

The amendments clarify that the requirement to present
a third statement of financial position when an entity
applies an accounting policy retrospectively or makes a
retrospective restatement or reclassification of items in its
financial statements is limited to circumstances where there
is a material effect on the information in that statement
of financial position. The date of the opening statement
of financial position is the beginning of the preceding
period and not, as at present, the beginning of the earliest
comparative period. The amendments also clarify that,
except for disclosures required by HKAS 1.41-44 and
HKAS 8, the related notes to the third statement of financial
position are not required to be presented. An entity may
present additional voluntary comparative information as
long as that information is prepared in accordance with
HKFRS. This may include one or more statements and not
a complete set of financial statements. Related notes are
required for each additional statement presented.

(b) EEMERRERZHT E
BT EENBREEL (E)

! R2012F7A1HB sk 2 % s 2 F € 8
i A Ak

2 20131 A1 H sk 2 & F 18 2 F & &5
A3

8 R2014F1 A1 Rk 2 BRI 2 FEH
A Ak

4 MR2015F1A1H 3 2 & F a2 F /€ 5
AR

HEM B EED (E5TEX) —2009
FE01M1FBEMPZEENE
DZ:’E& EE;TEEIE/E ElH/‘EH:H DT ©

() BEBEERFEIFHEHRIXZZE

S EEREYERER
RAMNEM BRI B EEBEPEINHE
MOBMAZINE=ORBRRAKRZR
Eéﬁﬁﬁﬁ’\\iﬁiﬁﬁﬁﬂﬁﬂ%ﬁqz%ﬁﬂ
BREEFEZBER - HOHBMRAE
ZEEH}?ITEHIJ—EQ,H\HFEEJﬁﬁﬁZE% * i 2E
(BEBAARL) PR RABRABZ
o ZFEATERE BREESFER
F1.41-445E R BB G ERER A TE
ZREN BRARE=HLHBRAEXZ
BRI - BERAI2F|FEIINBREL
RER  EEBENARBEEM R
FEARE - AT BHE—HHZHhimK
MirFE—ETBHBEHREK - A2 2H
BINRRIHDAEZ BT -



(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)

HKFRSs (Amendments) - Annual Improvements

2009-2011 Cycle (Continued)

(i) HKAS 16 Property, Plant and Equipment

The amendments clarify that items such as spare parts,
stand-by equipment and servicing equipment are recognised
as property, plant and equipment when they meet the
definition of property, plant and equipment. Otherwise, such
items are classified as inventory.

(iii)  HKAS 32 Financial Instruments: Presentation

The amendments clarify that income tax relating to
distributions to holders of an equity instrument and to
transaction costs of an equity transaction should be
accounted for in accordance with HKAS 12 Income Taxes.
Depending on the circumstances these items of income tax
might be recognised in equity, other comprehensive income
or in profit or loss.

(iv)  HKAS 34 Interim Financial Reporting

The amendments clarifies that in interim financial
statements, a measure of total assets and liabilities for a
particular reportable segment need to be disclosed when
the amounts are regularly provided to the chief operating
decision maker and there has been a material change in the
total assets and liabilities for that segment from the amount
disclosed in the last annual financial statements.

(b) EEMERKRERZHTE
BT EEBMBEREER (F)
EHEMEREED (18:TF) —2009
FE2011FEPZFEERE ()
(i)  BESIERIEIGHYE - BER
EZ%P}EW*?% BB (BlmEY B
REBLRBEE TEME - -BER
Rz EER  BHEBEBEEREME
MELEE GH - BEEHEESEATT
(i) BBEZIERERRAFETA £
2l
ZEBI RS HRRATIAERE AE
HORMBARZR G 2R GKABRZHT
SREREBEE BT ERNE12RAEH
AR -RARBAME  ZEMEHIE
BrRgentEm  EMemKkakBamT

(iv) BEEERE3455F B 5
L=

BRIEE R HHBHRE 5t
—ERERAREDHBMABEZREER
BESREIEHRAIBREARAREER
BnazeEERABRLE-—DFE
MBERRABBECEBEERNEGE - A
ARBRAHREERABEZFE -

%5

JHi

4\

1 j

4



(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)
Amendments to HKAS 1 (Revised) - Presentation
of Items of Other Comprehensive Income
The amendments to HKAS 1 (Revised) require the Group to
separate items presented in other comprehensive income
into those that may be reclassified to profit and loss in the
future (e.g. revaluations of available-for-sale financial assets)
and those that may not (e.g. revaluations of property, plant
and equipment). Tax on items of other comprehensive
income is allocated and disclosed on the same basis. The
amendments will be applied retrospectively.

Amendments to HKAS 32 - Offsetting Financial
Assets and Financial Liabilities

The amendments clarify the offsetting requirements by
adding appliance guidance to HKAS 32 which clarifies when
an entity “currently has a legally enforceable right to set
off” and when a gross settlement mechanism is considered
equivalent to net settlement.

Amendments to HKFRS 7 - Disclosure of
Offsetting Financial Assets and Financial
Liabilities

HKFRS 7 is amended to introduce disclosures for all
recognised financial instruments that are set off under HKAS
32 and those that are subject to an enforceable master
netting agreement or similar arrangement, irrespective of
whether they are set off under HKAS 32.

Amendments to HKFRS 10, HKFRS 12 and HKAS
27 (2011) - Investment Entities

The amendments apply to a particular class of businesses
that qualify as investment entities. An investment entity’s
business purpose is to invest funds solely for returns
from capital appreciation, investment income or both. It
evaluates the performance of its investments on a fair
value basis. Investment entities could include private equity
organisations, venture capital organisations, pension funds
and investment funds.

(b) ESRHEEKEHZHITE

eI EEMBREEN (&)
FEE RSB 2 185T (&1
) -Hth2EKW=IEEZ25!
ERGERFEIR 2EF (BET) R
EASEEGE2IRNEME2EKEZHE
DRZEAERBREFTNIBEEERZ
HE (AL EMBEEZEHHE)
kZERVEEH N EERE2EAE (I
ME BEMRBZEHMGE - BE
e EWasHE B HESHARE
BETHENEE ZFETHEPE
==

FEETERIEI2R 2185 —
MHBEEERMBAR
ZFER B BB E B G ERE325E N
AERESIMEBBRIERE XEBE
B REHEAEAR LA RO NITE
) LA 85 | A R f] By 48 B8 45 B I 4R R
RERNFEEE

FEEMBRERETR Z1ET -
EREHMBEERMBAR

ERIRBMBHRELNFTHRE £ A
BERREBERE G EREI2REH 2 AT
BEMRVBTAURZEAXZ ARG
WITRYHE RS EUREMBRRE (M
TwRELRBEE B G ERNEI25REKEH)
ZHEBERE -

EEUBREEDE105 FHM
BREEASE125F REFHTHER
TR (20115 ) 2 EF] —REER
BIEARTARBEERER X8
¥ -REERIEKENAEARER
BE REKAXHERE QRMHR
BE2 EBRBAFEIGHEREZX
B-REERTERELAESAL &
R E A RASESRIRERS -



(b) New/revised HKFRSs that have been issued

but are not yet effective (Continued)
Amendments to HKFRS 10, HKFRS 12 and HKAS
27 (2011) - Investment Entities (Continued)

The amendments provide an exception to the consolidation
requirements in HKFRS 10 Consolidated Financial
Statements and require investment entities to measure
particular subsidiaries at fair value through profit or loss
rather than to consolidate them. The amendments also set
out the disclosure requirements for investment entities. The
amendments are applied retrospectively subject to certain
transitional provisions.

HKFRS 9 - Financial Instruments

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised cost
depending on the entity’s business model for managing the
financial assets and the contractual cash flow characteristics
of the financial assets. Fair value gains or losses will be
recognised in profit or loss except for those non-trade equity
investments, which the entity will have a choice to recognise
the gains and losses in other comprehensive income.
HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from HKAS
39, except for financial liabilities that are designated at fair
value through profit or loss, where the amount of change
in fair value attributable to change in credit risk of that
liability is recognised in other comprehensive income unless
that would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities.

(b) ESRHEEKEHZHITE

eI EEMBREED (E)
FEEMBREEE105 - FEY
BREERE12R REFEEEL
SB273k (20114 ) Z B8R 1R EHR
(&)
EFTRHEFBM B RS EAE10REE
MBREREEEBRZHIIMER » WERK
BREBBUEAFERBRRINEKZT
A EFMMBLRR  MULFEKEES
BRE - TEIERREERIRE
BR-EAIEEBYRER  HEAXRRE
TBEMEMBR

FEMBRERABONR-MBIR
REBEEEMBREENFESR  MBE
ENRTEREEMHEEZEBRA
LUBEEZANBRERERBIER
BAFERBHKAFEZUWBEE -
RFEZBEHNERRTER - HEH
ETHEEERAREMS  HREAE
BREME2EKRETERRE 5EY
BREENEIRERB LA LR
MM B ABEER D ERFTER
o ERAFERBRIIRZMBE AR
BRI ZABEEERREHELZAT
BEEHENEMEEWEER @RI
G5B MBI SRR RIERER © ttoh -
FEEMBGHREERNFESRREST B G
EHFIR BRI R HEERY
BREIRE -



(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)
HKFRS 10 - Consolidated Financial Statements

HKFRS 10 introduces a single control model for
consolidation of all investee entities. An investor has
control when it has power over the investee (whether or
not that power is used in practice), exposure or rights to
variable returns from the investee and the ability to use the
power over the investee to affect those returns. HKFRS 10
contains extensive guidance on the assessment of control.
For example, the standard introduces the concept of “de
facto” control where an investor can control an investee
while holding less than 50% of the investee’s voting rights
in circumstances where its voting interest is of sufficiently
dominant size relative to the size and dispersion of those
of other individual shareholders to give it power over the
investee. Potential voting rights are considered in the
analysis of control only when these are substantive, i.e.
the holder has the practical ability to exercise them. The
standard explicitly requires an assessment of whether an
investor with decision making rights is acting as principal or
agent and also whether other parties with decision making
rights are acting as agents of the investor. An agent is
engaged to act on behalf of and for the benefit of another
party and therefore does not control the investee when it
exercises its decision making authority. The implementation
of HKFRS 10 may result in changes in those entities
which are regarded as being controlled by the Group and
are therefore consolidated in the financial statements.
The accounting requirements in the existing HKAS 27 on
other consolidation related matters are carried forward
unchanged. HKFRS 10 is applied retrospectively subject to
certain transitional provisions.

(b) ESRHEEKEHZHITE
eI EEMBREED (E)
FEEMBREENE109-GEM
RS
BEMBEREEYFEI0RRE S EMN
ERREERSIAE—ZRERN - &
REZARENRRES (THERL
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(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)
HKFRS 11 - Joint Arrangements

Joint arrangements under HKFRS 11 have the same basic
characteristics as joint ventures under HKAS 31. Joint
arrangements are classified as either joint operations or
joint ventures. Where the Group has rights to the assets
and obligations for the liabilities of the joint arrangement,
it is regarded as a joint operator and will recognise its
interests in the assets, liabilities, income and expenses
arising from the joint arrangement. Where the Group has
rights to the net assets of the joint arrangement as a whole,
it is regarded as having an interest in a joint venture and
will apply the equity method of accounting. HKFRS 11 does
not allow proportionate consolidation. In an arrangement
structured through a separate vehicle, all relevant facts and
circumstances should be considered to determine whether
the parties to the arrangement have rights to the net assets
of the arrangement. Previously, the existence of a separate
legal entity was the key factor in determining the existence
of a jointly controlled entity under HKAS 31. HKFRS 11
will be applied retrospectively with specific restatement
requirements for a joint venture which changes from
proportionate consolidation to the equity method and a joint
operation which changes from equity method to accounting
for assets and liabilities.

HKFRS 12 - Disclosure of Interests in Other
Entities

HKFRS 12 integrates and makes consistent the disclosures
requirements about interests in subsidiaries, associates
and joint arrangements. It also introduces new disclosure
requirements, including those related to unconsolidated
structured entities. The general objective of the standard
is to enable users of financial statements to evaluate the
nature and risks of a reporting entity’s interests in other
entities and the effects of those interests on the reporting
entity’s financial statements.
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(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)
HKFRS 13 - Fair Value Measurement

HKFRS 13 provides a single source of guidance on how to
measure fair value when it is required or permitted by other
standards. The standard applies to both financial and non-
financial items measured at fair value and introduces a fair
value measurement hierarchy. The definitions of the three
levels in this measurement hierarchy are generally consistent
with HKFRS 7 “Financial Instruments: Disclosures”.
HKFRS 13 defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the
measurement date (i.e. an exit price). The standard removes
the requirement to use bid and ask prices for financia
assets and liabilities quoted in an active market. Rather the
price within the bid-ask spread that is most representative
of fair value in the circumstances should be used. It also
contains extensive disclosure requirements to allow users of
the financial statements to assess the methods and inputs
used in measuring fair values and the effects of fair value
measurements on the financial statements. HKFRS 13 can
be adopted early and is applied prospectively.
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(b) New/revised HKFRSs that have been issued
but are not yet effective (Continued)
HKAS 19 (2011) - Employee Benefits

HKAS 19 (2011) abandons the corridor approach with the
result that changes in defined benefit obligations and the fair
value of plan assets are recognised in the period in which
they occur. The revised standard requires the changes
in the Group’s net defined benefit liability (or asset) to be
separated into three components: service cost (including
current and past service cost and settlements) recognised
in profit or loss; net interest on the net defined benefit
liability recognised in profit or loss; and re-measurements
of the defined benefit liability (or asset) recognised in other
comprehensive income. The revised standard distinguishes
between short-term and long-term employee benefits based
on the expected date of settlement. The previous standard
used the term “due to be settled”. This change may result in
more plans being classified as long-term employee benefit
plans that will need to be accounted for in a similar way
to defined benefit plans as detailed in note 4(g) to these
financial statements. HKAS 19 (2011) provides additional
guidance on the definition of termination benefits. Benefits
that are conditional on future service being provided
including those that increase if additional service is provided
are not termination benefits. The revised standard requires
that a liability for termination benefits is recognised on the
earlier of the date when the entity can no longer withdraw
the offer of those benefits and the date the entity recognises
any related restructuring costs. This could lead to later
recognition of voluntary termination benefits in some cases.
The amendments will generally be applied retrospectively
with two exceptions.
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(b) New/revised HKFRSs that have been issued

but are not yet effective (Continued)
HK(IFRIC) Interpretation 20 - Stripping Costs in
the Production Phase of a Surface Mine

Stripping activities carried out in the production phase
of a surface mine may give rise to two benefits: usable
ore that can be used to produce inventory and improved
access to further quantities of material that will be mined
in future periods. The Interpretation requires that costs
of stripping activity are accounted for in accordance with
the principles in HKAS 2 Inventories to the extent that
the benefit from stripping activity is realised in the form
of inventory produced. The costs of stripping activity that
provide a benefit in the form of improved access to ore are
recognised as a non-current stripping activity asset when
certain criteria are met. This asset will be accounted for
as an addition or enhancement to an existing asset and is
classified as tangible or intangible according to the nature
of the existing asset of which it forms part. The stripping
activity asset is measured initially at cost and subsequently
in the same way as the existing asset of which it forms part.
It is depreciated or amortised on a systematic basis over
the expected useful life of the component of the ore body
that becomes more accessible as a result of the stripping
activity. The interpretation is applied to production stripping
costs incurred after the beginning of the earliest period
presented. Predecessor stripping activity asset balance
is reclassified as a part of an existing asset subject to the
conditions in the Interpretation.

The Group is in the process of making an assessment of the
potential impact of these pronouncements. The directors
so far concluded that the adoption of the amendments to
HKFRS 1 and HKAS 34 as part of the Annual Improvements
2009-2011 Cycle will have no impact on the Group’s
annual financial statements. In respect of the other new
pronouncements, the directors anticipate that more
disclosures would be made but are not yet in a position to
state whether they would have material financial impact on
the Group’s financial statements.
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(a) Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRSs”) and
the disclosure requirements of the Hong Kong Companies
Ordinance. In addition, the consolidated financial statements
include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited.

(b) Basis of measurement and going concern
assumption

The consolidated financial statements have been prepared

under the historical cost basis.

During the year, the Group incurred a loss of
HK$113,405,000 and its current liabilities exceeded
current assets by HK$412,360,000 at end of reporting
period. In addition, as described in the paragraphs below,
the Group can only utilise the remaining loan facilities of
RMB900,000,000 if certain prerequisites as described in
(i) and (ii) below are met. These conditions indicate the
existence of a material uncertainty that may cast significant
doubt on the Group’s ability to continue as a going concern.
The directors are taking the following measures to improve
the financial position and liquidity of the Group:

(i) As set out in note 29, in December 2011, the
Group obtained a loan facility of RMB1,000,000,000
repayable by instalment over five years from a financial
institution in the People’s Republic of China (“PRC”).
As at 31 December 2012, the Group had utilised
RMB320,000,000 of the facility. RMB80,000,000 of
the remaining facility is available for use at any time
and the other RMB600,000,000 can only be drawn
after the Group has obtained final approval of its plan
for the development of the coalbed methane field
or part of the coalbed methane field (the “Overall
Development Program” or “ODP”) of the production
sharing contract set out in note 35 (“Sanjiao PSC”) by
the National Development and Reform Commission —
National Energy Administration (“NEA”). Through the
PRC partner of the project, China National Petroleum
Corporation (“PetroChina”), the Group submitted the
ODP to the NEA in May 2012. The Group received a
reply from NEA in August 2012 which gave consent on
the preliminary work on the development of the Sanjiao
PSC. The directors anticipate that the final approval of
the ODP will be obtained in the fourth quarter of 2013;
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(b) Basis of measurement and going concern
assumption (Continued)

(i)  The Group obtained confirmation from another
financial institution in the PRC for a loan facility of up
to RMB500,000,000 for the Sanjiao PSC, of which
RMB200,000,000 can be drawn any time by the
Group. The remaining balance can only be drawn after
the Group has obtained the final approval of the ODP
from NEA in respect of the Sanjiao PSC;

(i)  The Group is in close discussion with a bank
in the PRC for a loan facility to the extent of
RMB300,000,000. The bank has already issued a letter
of intent to the Group which confirms that negotiation
and due diligence are in progress; and

(iv) Other than the above mentioned, the Group is
considering other possible sources of financing,
including but not limited to advances from major
shareholders and equity financing.

As a result of the above measures and after taking into
account the Group’s cash flow projection for the coming
year, the directors are of the opinion that the Group will
have sufficient working capital to meet its liabilities as they
fall due at least for a period of twelve months from the end
of reporting period. If the Group were unable to continue as
a going concern, the Group might not be able to realise its
assets and discharge its liabilities in the normal course of
business.

(c) Functional and presentational currency

ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates.
The consolidated financial statements are presented in Hong
Kong dollar (“HKD”), which is also the functional currency of
the Company.
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(a) Business combination and basis of
consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries
(the “Group”). Inter-company transactions and balances
between group companies together with unrealised profits
are eliminated in full in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the asset
transferred, in which case the loss is recognised in profit or
loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement
of comprehensive income from the effective dates of
acquisition or up to the effective dates of disposal, as
appropriate. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the
Group.

Acquisitions of subsidiaries or businesses are accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value
of assets transferred, liabilities incurred and equity interests
issued by the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally measured
at acquisition-date fair value. The Group’s previously
held equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or losses
are recognised in profit or loss. The Group may elect, on
a transaction-by-transaction basis, to measure the non-
controlling interests that represent present ownership
interests in the subsidiary either at fair value or at the
proportionate share of the acquiree’s identifiable net assets.
All other non-controlling interests are measured at fair value
unless another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed unless they
are incurred in issuing equity instruments in which case the
costs are deducted from equity.
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(a) Business combination and basis of
consolidation (Continued)

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement period
(@ maximum of 12 months from the acquisition date) about
the fair value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as an
asset or a liability are recognised in profit or loss.

Contingent consideration balances arising from business
combinations whose acquisition dates preceded 1 January
2010 (i.e. the date the Group first applied HKFRS 3 (2008))
have been accounted for in accordance with the transition
requirements in the standard. Such balances are not
adjusted upon first application of the standard. Subsequent
revisions to estimates of such consideration are treated as
adjustments to the cost of these business combinations and
are recognised as part of goodwill.

Changes in the Group’s interests in subsidiaries that do
not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the Group’s interest
and the non-controlling interest are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling
interest is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.
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(a) Business combination and basis of
consolidation (Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests at
initial recognition plus such non-controlling interest’s share
of subsequent changes in equity. Total comprehensive
income is attributed to such non-controlling interests even if
this results in those non-controlling interests having a deficit
balance.

(b) Subsidiaries

A subsidiary is an entity over which the Company is able to
exercise control. Control is achieved where the Company,
directly or indirectly, has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting
rights that are presently exercisable are taken into account.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

(c) Acquisition of subsidiaries

When the Group acquires a subsidiary where the underlying
assets are not integrated in forming a business to generate
revenues, the transaction is accounted for as a purchase
of net assets. The cost of the acquisition is allocated to the
identifiable assets and liabilities acquired based on their
relative fair values at the date of acquisition and no goodwill
is recognised.

(d) Goodwill

Goodwill is initially recognised at cost being the excess of
the aggregate of consideration transferred and the amount
recognised for non-controlling interests over the fair value
of identifiable assets, liabilities and contingent liabilities
acquired.
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(d) Goodwill (Continued)

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration
paid, the excess is recognised in profit or loss on the
acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit
may be impaired.

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit
is less than the carrying amount of the unit, the impairment
loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the other
assets of the unit pro-rata on the basis of the carrying
amount to each asset in the unit. Any impairment loss for
goodwill is recognised in profit or loss and is not reversed in
subsequent periods.

(e) Associate

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the
investee but not control or joint control over those policies.
Associates are accounted for using the equity method
whereby they are initially recognised at cost and thereafter,
their carrying amount are adjusted for the Group’s share of
the post-acquisition change in the associates’ net assets
except that losses in excess of the Group’s interest in the
associate are not recognised unless there is an obligation to
make good those losses.
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(e) Associate (Continued)

Profits and losses arising on transactions between the
Group and its associates are recognised only to the
extent of unrelated investors’ interests in the associate.
The investor’s share in the associate’s profits and losses
resulting from these transactions is eliminated against the
carrying value of the associate.

Any premium paid for an associate above the fair value of
the Group’s share of the identifiable assets, liabilities and
contingent liabilities acquired is capitalised as goodwill
and included in the carrying amount of the associate and
the entire carrying amount of the investment is subject to
impairment test, by comparing the carrying amount with its
recoverable amount, which is higher of value in use and fair
value less costs to sell.

In the Company’s statement of financial position,
investments in associates are carried at cost less impairment
losses, if any. The results of associates are accounted for
by the Company on the basis of dividends received and
receivable during the year.

(f) Joint Venture

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity
which is subject to joint control and none of the participating
parties has unilateral control over the economic activity.

Jointly controlled entities

Jointly controlled entities are accounted for using equity
method whereby they are initially recognised at cost and
thereafter, their carrying amounts are adjusted for the
Group’s share of the post-acquisition change in the jointly
controlled entities’ net assets except that losses in excess
of the Group’s interest in the jointly controlled entities are
not recognised unless there is an obligation to make good
those losses.

Unrealised profits and losses resulting from transactions
between the Group and its jointly controlled entities are
eliminated to the extent of the Group’s interest in the jointly
controlled entities, except where unrealised losses provide
evidence of an impairment of the asset transferred, in which
case they are immediately recognised in profit or loss.
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(f) Joint Venture (Continued)

Accounting for production sharing contracts

Production sharing contracts constitute jointly controlled
operations. The Group’s interests in production sharing
contracts are accounted for in the financial statements on
the following bases:

(i)  the assets that the Group controls and the liabilities
that the Group incurs on an accrual basis; and

(i) the Group’s share of income that it earns from jointly
controlled operations together with the expenses that
it incurs are separately included in profit or loss when
it is probable that economic benefits associated with
the transaction will flow to/from the Group according
to the terms of the contracts.

(g) Property, plant and equipment

The property, plant and equipment are stated in the
consolidated statement of financial position at cost less
accumulated depreciation and accumulated impairment
losses.

The cost of property, plant and equipment includes its
purchase price and the costs directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and
maintenance are recognised as an expense in profit or loss
during the financial period in which they are incurred.

Expenditure on the construction, installation or completion
of infrastructure facilities such as platforms, pipelines and
the drilling of development wells is capitalised as oil and gas
properties under property, plant and equipment.
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(g) Property, plant and equipment (Continued)
Property, plant and equipment are depreciated so as to
write off their cost net of expected residual value over their
estimated useful lives on a straight-line basis. The useful
lives, residual value and depreciation method are reviewed,
and adjusted if appropriate, at the end of each reporting
period. The useful lives are as follows:

the shorter of their
estimated useful lives
or the lease term

- Leasehold improvements

- Oil and gas properties

- Furniture, fixtures and office
equipment

- Motor vehicles

Units of production

3 — 10 years
4 -5 years

During the year, the Group reassessed the depreciation
method of oil and gas properties and determined to change
it to units of production method from straight line over
estimated useful life of 14 years as management considered
the change can more accurately reflect the expected pattern
of consumption of future economic benefits generated from
these assets. The estimate has been applied prospectively
from the start of 1 January 2012 and it is not practicable to
estimate the effect in future period. The effect of the change
in accounting estimate was a reduction in the depreciation
charge for the year of HK$14,479,000.

Construction in progress is stated at cost less impairment
losses. Cost comprises direct costs of construction as
well as borrowing costs capitalised during the periods of
construction and installation. Capitalisation of these costs
ceases and the construction in progress is transferred to
the appropriate class of property, plant and equipment
when substantially all the activities necessary to prepare the
assets for their intended use are completed. No depreciation
is provided for in respect of construction in progress until it
is completed and ready for its intended use.

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.
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(h) Intangible assets

Oil operation rights

Oil operation rights are stated at cost less accumulated
amortisation and any impairment losses and are amortised
on the units of production method.

Motor vehicle registration license

Motor vehicle registration licenses with indefinite useful
lives acquired are carried at cost less any accumulated
impairment losses. The Group tests impairment for the
indefinite useful lives motor vehicle licenses annually
by comparing its carrying amounts with its recoverable
amounts, irrespective of whether there is any indication
that it may be impaired. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately, but when an impairment loss subsequently
reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount to the extent
that the increased carrying amount does not exceed the
carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years.

(i) Gas exploration and evaluation assets

Gas exploration and evaluation activity involves the search
for mineral resources, the determination of technical
feasibility and the assessment of commercial viability of an
identified resource.

Licence costs paid in connection with a right to explore in
an existing exploration area are capitalised and amortised
over the term of the permit.

Once the legal right to explore has been acquired, costs
directly associated with an exploration well are capitalised as
gas exploration and evaluation assets until the drilling of the
well is complete and the results have been evaluated. These
costs include directly attributable employee remuneration,
materials and fuel used, rig costs and payments made to
contractors.
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(i) Gas exploration and evaluation assets
(Continued)

Geological and geophysical costs are recognised in profit or

loss as incurred.

If no coalbed methane with commercial potential is
discovered, the exploration asset is written off as a dry hole.
If extractable coalbed methane is found and, subject to
further appraisal activity (e.g., the drilling of additional wells),
is likely to be capable of being commercially developed,
the costs continue to be carried as gas exploration and
evaluation assets while sufficient/continued progress
is made in assessing the commerciality of the coalbed
methane. Costs directly associated with appraisal activity
undertaken to determine the size, characteristics and
commercial potential of a reservoir following the initial
discovery of coalbed methane, including the costs of
appraisal wells where coalbed methane was not found, are
initially capitalised as gas exploration and evaluation assets.

All such capitalised costs are subject to technical,
commercial and management review as well as review for
indicators of impairment at least once a year. This is to
confirm the continued intent to develop or otherwise extract
value from the discovery. When this is no longer the case,
the costs are written off to profit or loss.

When proved reserves of coalbed methane are identified,
development is sanctioned by management and approved
by relevant government bodies, the relevant capitalised
expenditure is first assessed for impairment and (if required)
any impairment loss is recognised, then the remaining
balance is transferred to oil and gas properties or intangible
assets. No amortisation is charged during the exploration
and evaluation phase.
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() Leases

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified
as operating leases.

(i) Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal installments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

(k) Financial instruments

(i) Financial assets

The Group classifies its financial assets at initial recognition,
depending on the purpose for which the asset was
acquired. Financial assets are initially measured at fair value
plus transaction costs that are directly attributable to the
acquisition of the financial assets. Regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. A regular way purchase or sale is a
purchase or sale of a financial asset under a contract whose
terms require delivery of the asset within the time frame
established generally by regulation or convention in the
marketplace concerned.

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They arise principally through the provision
of goods and services to customers (trade debtors), and
also incorporate other types of contractual monetary
asset. Subsequent to initial recognition, they are carried at
amortised cost using the effective interest method, less any
identified impairment losses.
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(k) Financial instruments (Continued)

(i) Impairment loss on financial assets

The Group assesses, at the end of each reporting period,
whether there is any objective evidence that financial asset
is impaired. Financial asset is impaired if there is objective
evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset
and that event has an impact on the estimated future cash
flows of the financial asset that can be reliably estimated.
Evidence of impairment may include:

o significant financial difficulty of the debtor;

° a breach of contract, such as a default or delinquency
in interest or principal payments;

° granting concession to a debtor because of debtor’s
financial difficulty; or

° it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.

For loans and receivables

An impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired, and
is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate. The
carrying amount of financial asset is reduced through the
use of an allowance account. When any part of financial
asset is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.

Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can be
related objectively to an event occurring after the impairment
was recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed
does not exceed what the amortised cost would have been
had the impairment not been recognised.
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(k) Financial instruments (Continued)

(iii)  Financial liabilities

The Group classifies its financial liabilities, depending on
the purpose for which the liabilities were incurred. Financial
liabilities at amortised costs are initially measured at fair
value, net of directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, borrowings, the debt element of convertible
debts issued by the Group are subsequently measured at
amortised cost, using the effective interest method. The
related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.

(iv) Convertible notes containing liability and equity
components

Convertible notes issued by the Group that contain both the
liability and conversion option components are classified
separately into their respective items on initial recognition.
Conversion option that will be settled by the exchange
of a fixed amount of cash or another financial asset for a
fixed number of the Company’s own equity instruments is
classified as an equity instrument.

On initial recognition, the fair value of the liability component
is determined using the prevailing market interest of similar
non-convertible debts. The difference between the proceeds
of the issue of the convertible loan notes and the fair
value assigned to the liability component, representing the
conversion option for the holder to convert the loan notes
into equity, is included in equity (convertible note equity
reserve).
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(k) Financial instruments (Continued)
(iv) Convertible notes containing liability and equity
components (Continued)

In subsequent periods, the liability component of the
convertible note is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible note equity reserve until the embedded option is
exercised (in which case the balance stated in convertible
note equity reserve will be transferred to share premium).
Where the option remains unexercised at the expiry dates,
the balance stated in convertible note equity reserve will
be released to accumulated losses. No gain or loss is
recognised upon conversion or expiration of the option.

(v)  Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income or interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts or
payments through the expected life of the financial asset or
liability, or where appropriate, a shorter period.

(vi)  Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Warrants issued by the Company that will be settled by a
fixed amount of cash for fixed number of the Company’s
own equity instruments are equity (warrant reserve). The
warrant reserve will be transferred to the share capital and
share premium accounts upon the exercise of the warrants.
When the warrants are still not yet exercised at the expiry
date, the amount previously recognised in warrant reserve
will be transferred to accumulated losses.

(k) MHBEIRGE)
(v) BREREREZIDZAZKEER
(%)

RERPE  JRABREEZ2AESD®
3B R B RO 122 55 X AN D1 Bk o 4 2 AP
o (AR ERY LBRARREEBK
ZEER)RERASRRERESEE
EEMSEERETERL  BRAIR
BEEREGFEBZEHREERERMNE
B - M@ ERRE B AMARITE AT
BREEREDSFEB CEREERE R
BE-EERL BRI ARTTSERE
AU st sk B 18 o

) EEFFZX

BERANFEDYHEEXY B EHH
B B 7 75 A B R 0 Be A B R A S A B
B ZEETE - BRMNEXTIIRMBE
EFABAYFHL (HER) B2 H
) B 1F 2EREHT 3R {4 5 R R 3R & Wk

22 FI% -

(i) BRAEATLA
AR R BT 2 IRA T ARIKER 2 318
MR EEBEITRAALR -

ARABBITZARBERT —BRA (R
BEERFE)  EBAEESBERRER
BARBEEBREBRATAZ T ARE -
RERERBENTERRREERER
ERBAR R 5 B Bk o W BN E
HAMARITE - BTN BREEERE
R EEARERERFEBE -



(k) Financial instruments (Continued)

(vii)  Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part as a
result of renegotiating the terms of that liability, the equity
instruments issued are the consideration paid and are
recognised initially and measured at their fair value on the
date the financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued cannot be
reliably measured, the equity instruments are measured to
reflect the fair value of the financial liability extinguished.
The difference between the carrying amount of the financial
liability or part thereof extinguished and the consideration
paid is recognised in profit or loss for the year.

() Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
deposits held at call with banks, and other short-term highly
liquid investments that are readily convertible to a known
amount of cash and are subject to an insignificant risk of
changes in value.

(m) Inventories

Inventories are initially recognised at cost, and subsequently
at the lower of cost and net realisable value. Cost comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted
average method. Net realisable value represents the
estimated selling price in the ordinary course of business
less the estimated costs necessary to make the sale.
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(n) Provisions and contingent liabilities

(i) Provisions

General

Provision are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the
obligation, and a reliable estimate can be made of the
amount of obligation.

The amount recognised as a provision is the best estimate
of the consideration required to settle the present obligation
at the end of reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows.

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is virtually
certain that reimbursement will be received and the amount
of the receivable can be measured reliably.

Decommissioning liability

Decommissioning liability is recognised when the Group has
a present legal or constructive obligation as a result of past
events, and it is probable that an outflow of resources will
be required to settle the obligation, and a reliable estimate
of the amount of obligation can be made. A corresponding
amount equivalent to the provision is recognised as part
of the cost of the related gas exploration and evaluation
assets. The amount recognised is the estimated cost
of decommissioning, discounted to its present value.
Changes in the estimated timing of decommissioning
or decommissioning cost estimates are dealt with
prospectively by recording an adjustment to the provision,
and a corresponding adjustment to gas exploration and
evaluation assets. The unwinding of the discount on the
decommissioning provision is included as a finance cost.
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(n) Provisions and contingent liabilities
(Continued)

(i)~ Contingent liability

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed
by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the
Group. It can also be a present obligation arising from past
events that is not recognised because it is not probable
that outflow of economic resources will be required or the
amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the
financial statements. When a change in the probability of an
outflow occurs so that the outflow is probable, it will then
be recognised as a provision.

(o) Income tax
Income tax expense represents current tax and deferred
tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax liabilities
are recognised for all temporary differences. Deferred tax
assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible
temporary differences can be utilised. Deferred tax is
measured at the tax rates expected to apply in the period
when the liability is settled or the asset is realised based on
tax rates that have been enacted or substantively enacted
at the end of reporting period.
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(o) Income tax (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, associates
and jointly controlled entities, except where the Group is
able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse
in the foreseeable future.

Income taxes are recognised in profit or loss except
when they relate to items directly recognised in other
comprehensive income in which case the taxes are also
directly recognised in other comprehensive income.

(p) Foreign currencies

Transactions entered into by group entities in currencies
other than the currency of the primary economic
environment in which they operate (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included
in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly
in other comprehensive income, in which case, the
exchange differences are also recognised directly in other
comprehensive income.
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(p) Foreign currencies (Continued)

On consolidation, income and expense items of foreign
operations are translated into the presentation currency
of the Group (i.e. Hong Kong dollars) at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the rates
approximating to those ruling when the transactions took
place are used. All assets and liabilities of foreign operations
are translated at the rate ruling at the end of reporting
period. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
as foreign exchange reserve (attributed to minority interests
as appropriate). Exchange differences recognised in profit
or loss of group entities’ separate financial statements on
the translation of long-term monetary items forming part
of the Group’s net investment in the foreign operation
concerned are reclassified to other comprehensive income
and accumulated in equity as foreign exchange reserve.

On disposal of a foreign operation, the cumulative exchange
differences recognised in the exchange reserve relating to
that operation up to the date of disposal are reclassified to
profit or loss as part of the profit or loss on disposal.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the end of reporting period.
Exchange differences arising are recognised in the exchange
reserve.

() Employees’ benefits
(i Short term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which the
associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.
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(q) Employees’ benefits (Continued)

(i) Share-based payments

Equity-settled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date.

The fair value determined at the grant date of the equity-
settled share-based payments is expensed on a straight-
line basis over the vesting period, based on the Group’s
estimate of equity instruments that will eventually vest. At
the end of each reporting period, the Group revises its
estimate of the number of equity instruments expected to
vest. The impact of the revision of the original estimates,
if any, is recognised in profit or loss over the remaining
vesting period, with a corresponding adjustment to the
share option reserve.

Equity-settled share-based payment transactions with
other parties are measured at the fair value of the goods
or services received, except where the fair value cannot be
estimated reliably, in which case they are measured at the
fair value of the equity instruments granted, measured at
the date the Group obtains the goods or the counterparty
renders the service.

For cash-settled share-based payments, a liability equal to
the portion of the goods or services received is recognised
at the current fair value determined at the end of each
reporting period.
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(q) Employees’ benefits (Continued)

(iii)  Retirement benefits scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “Scheme”)
under the Mandatory Provident Fund Schemes Ordinance
for all of its employees in Hong Kong. Contributions are
made based on a percentage of the employees’ basic
salaries and are charged to profit or loss as they become
payable in accordance with the rules of the Scheme. The
assets of the Scheme are held separately from those of the
Group in an independently administered fund. The Group’s
contributions as employer vest fully with the employees
when contributed into the Scheme.

The Group has joined a mandatory central pension
scheme organised by the PRC government for certain of
its employees, the assets of which are held separately
from those of the Group. Contributions made are based
on a percentage of the eligible employees’ salaries and
are charged to profit or loss as they became payable, in
accordance with the rules of the scheme. The employer’s
contributions vest fully once they are made.

(r) Impairment of other assets

At the end of each reporting period, the Group reviews
the carrying amounts of the following assets to determine
whether there is any indication that those assets have
suffered an impairment loss or an impairment loss previously
recognised no longer exists or may have decreased:

o property, plant and equipment under cost model;

o gas exploration and evaluation assets;

° intangible assets; and

° investments in subsidiaries, jointly controlled entities
and associate
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(r) Impairment of other assets (Continued)

If the recoverable amount (i.e. the greater of the fair value
less costs to sell and value in use) of an asset is estimated
to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that
the increased carrying amount does not exceed the
carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately.

(s) Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets which require
a substantial period of time to be ready for their intended
use or sale, are capitalised as part of the cost of those
assets, until such time as the assets, are substantially ready
for their intended use or sale.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

(t) Related parties

(i) A person or a close member of that person’s family is
related to the Group if that person:

(@) has control or joint control over the Group;

(b) has significant influence over the Group; or

(c) is a member of key management personnel of the
Group or the Company’s parent.
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t)
(i)

(i)

Related parties (Continued)
An entity is related to the Group if any of the following
conditions apply:

The entity and the Group are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others);

One entity is joint venture of the other entity (or an
associate or joint venture of a member of a group of
which the other entity is a member);

Both entities are joint ventures of the same third party;

One entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

The entity is a post-employment benefit plan for the
benefit of the employees of the Group or an entity
related to the Group;

The entity is controlled or jointly controlled by a person
identified in (a); and

A person identified in (a)(i) has significant influence
over the entity or is a member of key management
personnel of the entity (or of a parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity and include:

that person’s children and spouse or domestic partner;

children of that person’s spouse or domestic partner;
and

dependents of that person or that person’s spouse or
domestic partner.
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(u) Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances and
excluded value added tax or other sales related taxes.

(i) Sale of crude oil

Revenue is recognised when crude oil is delivered at the
customers’ premises which is taken to be the point in time
when the customer has accepted the crude oil delivered
and the related risks and rewards of ownership.

(i) Sale of coalbed methane

Revenue from sale of coalbed methane is recognised when
the coalbed methane is siphoned to the customers’ tankers
which is taken to be the point in time when the customer
has accepted the coalbed methane delivered and the
related risks and rewards of ownership.

(i)  Interest income

Interest income is accrued on a time-apportioned basis by
reference to the principal outstanding using the effective
interest method.
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The principal activities of the Group are operation of (i) AEBZETEXEKRELEIAREEE

exploitation and sale of crude oil and natural gas; and FolmERXAR Mi)BE BELEE
(i) exploration, development and production of coalbed HES mREE AEMEERESR
methane. Since the operation of exploration, development TS BRI B i A2012F K
and production of coalbed methane is in the exploration 2011 F N H & BEE £ 2 A R A BRI
stage, revenue generated from trial sales was not recorded TEE XA -

as turnover during the year 2012 and 2011.

The amount of revenue recognised in turnover during the FRNELEBEAZWAKENT
year was as follows:

2012 2011

HK$’ 000 HK$’ 000

FTERT FAT

Sale of crude oil 5 R 28,932 35,079
2012 2011

HK$’ 000 HK$’ 000

FHET FAT

Interest income on bank deposits RATEFRFEWA 217 75

Interest income on other loan (note (i)) E 4 & & F EU A (FF3E()) - 7,822

Income from sale of coalbed methane & & 5 5 & W A (B 3(ii))

(note (i) 9,110 550

Others H At 246 356

9,573 8,803

Notes: B -

() In August 2011, the Group advanced HK$140,000,000 to a () R2011F8R AEBRE=ZFTWE
third party at an interest rate of 15% per annum. The principal 140,000,000 7T » &% M IA &K F | =
together with the interest thereon of HK$7,822,000 were fully 16%&T B o A & B 7 57,822,000/ TT
settled in December 2011. A director of the Company is also ER20IF1I2ABHEERE - — AR
a director of the third party. RIEERBAE=-FES -

(i) It represents trial sales of coalbed methane generated from (i) WIHIR=XREMAPKXERAREER

the Sanjiao PSC. EEZHEERIHEE -



Notes to the Financial Statements
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OTHER GAINS AND (LOSSES), NET 7. Hihlizm R (B518) %80
2012 2011
HK$’ 000 HK$’ 000
THET FHET
Impairment loss on property, WME - WEREHEZRE

plant and equipment (note 16) &5 18 (fF7E16) (41,103) (1,414)
Impairment loss on intangible assets &2 & E R EE 18 (HfsE18)

(note 18) (23,924) -
Impairment loss on goodwill (note 19) & FE K8 (FiFE19) (4,230) -
Loss on write off of property, FEEME  BEMEKBZEE

plant and equipment (330) -
Deposits and other receivables Re & H A e U IR 5T 88

written off (172) (2,355)
Exchange gains/(losses), net b 5 Wz, (B518) 55 (10) 6,244

(69,769) 2,475

LOSS BEFORE INCOME TAX EXPENSES 8.

Loss before income tax expenses is arrived at after

BR P15 % 32 tH R 5 18
BETS B AT IRE MR, (FEA) -

charging/(crediting):
2012 2011
HK$’ 000 HK$’ 000
THERT FHExT
a) Finance costs a) RBIERE
Interest on borrowings wholly BARAEFARIEED
repayable within five years G 31,447 4,555
Others HAt 407 6
31,854 4,561
Less: interest capitalised as B BEERNERARER
gas exploration and TEEEF B (H&E17)
evaluation assets
(note 17) (31,738) (4,555)
116 6
FEERERBER DR 2012 F i

101



b)

Staff costs (including b) EBIMF(BEK:E10
directors’ remuneration ZEEMS)
in note 10)

Salaries, wages and other HFe ITEREMBEF
benefits

Equity-settled share-based ARGEH AR D2
payment expenses (note 32) X (Fff5E32)

Contributions to defined TR FURIRET &
contribution retirement plan 2 R

Other items c) HIEH

Auditor’s remuneration ZE R B &

Depreciation of property, WE WMELREEBITE
plant and equipment (note 16) (Pfif7E16)

Amortisation of intangible | B E e
assets’ (note 18) (FF3E18)

Minimum lease payments KEME v RIRHERIE
under operating lease —EHE
— property rentals

Included in “direct costs” in the consolidated statement of #

comprehensive income.

2012
HK$’ 000
FET

33,604

1,953

35,557

1,443

4,960

1,397

6,044

2011
HK$’ 000
TExT

24,288

60,000

880

85,168

1,656

8,802

46

4,450

AAAGAZERERZ [EEKA]



Notes to the Financial Statements

INCOME TAX CREDIT/(EXPENSES)

No provision for Hong Kong profits tax has been made as
the group companies did not have any estimated assessable
profits subject to Hong Kong profits tax during the years
ended 31 December 2012 and 2011. During the years
2012 and 2011, the subsidiaries in the PRC were subject to
statutory tax rate of 25%.

() The amount of income tax expenses (credited)/charged
to the consolidated statement of comprehensive
income represents:

19 3% %o % Y 4%

FigHiikis, (ZH)

H E20129F R2011F12A31A L F E
N AREERARTHESNEENSG
MBI ERB R - AW EETIRE B
TS TR B - 20122011 B R » {7
B R B BT BB A AR A TE TR R 25% 5 41
FRIg o

) (0B) /HABa2ERFRD
R BT -

2012 2011
HK$’ 000 HK$’ 000
THET FHEIT

Current income tax BVERPR 15750
- PRC enterprises income tax —FREEMER - 1,358
Deferred tax for the year (note 30) FRZEERH B I (F5E30) (13,356) 2,270
Income tax (credit)/expenses FRE® (BR) /X H (13,356) 3,628

FEERERERDAF ¢ 2012 £

103
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Notes to the Financial Statements

07 5% % % v 4%

INCOME TAX CREDIT/(EXPENSES) 9.

(Continued)

(i)  The income tax expenses for the year can be

reconciled to the Group’s loss before income

FEBLERE, (ZH) (&)

(i

AEEZAEHI L EEE2EK
mRZANEEGAFHR X L AEER

tax expenses per the consolidated statement of HERWT
comprehensive income as follows:
2012 2011
HK$’ 000 HK$’ 000
THERT FET
Loss before income tax expenses BRATSB L ATE 1B (126,761) (92,611)
Tax credit on loss before income BATS IS A e R E R
tax expenses, calculated #25%5T & (20114 : 25%)
at 25% (2011: 25%) (31,690) (23,153)
Effect of different tax rates of REMFEEREEZHBA
subsidiaries operating in TRMEZ ZE
other jurisdiction 2,825 6,845
Tax effect of non-deductible DGRl b -2
expenses 12,407 19,260
Tax effect of non-taxable income BERBMBA 2 BT E - (1,594)
Tax effect of tax loss not recognised AERZHEBEBZ MK E 3,102 -
Tax effect of temporary differences  ERFZ%8 7 HIETE = 2,270
Income tax (credit)/expenses Fr8 % (R (13,356) 3,628

Annual Report 2012 e Sino Oil and Gas Holdings Limited




Directors’ and the chief executive’s remuneration disclosed BIEESATKHFSI6IEREEZES
pursuant to section 161 of the Hong Kong Companies MESTTERAEMESHT -
Ordinance is as follows:

For the year ended 31 December 2012 B E20125F12A31H L E
Salaries,
allowances
and Retirement Share-based
Directors’ benefits scheme payments
fees in kind contributions Sub-total (note 32) Total
VA RR 3 32 4
e 2 R ZRE
EZHe: REVHZ  EHX NGt (BEES2) @t

HK$000  HK$000  HK$000  HK$'000  HK$000  HK$ 000
TET FET TET FET TET FET

Executive directors HITEE

Dai Xiaobing R - 2,000 14 2,014 - 2,014

Wang Ziming TEH - 2,000 14 2,014 - 2,014

Wan Tze Fan Terence BT E - 2,160 14 2,174 - 2,174

King Hap Lee® SIRFS - 2,000 14 2,014 - 2,014

Xu Zucheng? RIS - 1,597 - 1,597 - 1,597

- 9,757 56 9,813 - 9,813
Independent non-executive B JEHTEE
directors

Wong Lung Tak Patrick ~ &8/ 200 - - 200 - 200

Wong Kwok Chuen Peter &% 200 - - 200 - 200

Wang Yanbin® BRI 200 - - 200 - 200
600 - - 600 - 600

Non-executive directors ~ JFEITES

Kong Siu Tim? L2 200 - - 200 - 200

800 9,757 56 10,613 - 10,613
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(Continued)

10. DIRECTORS’ REMUNERATION

Notes to the Financial Statements
87 3% % % Y 35

10. EEME (&)

For the year ended 31 December 2011 HZE2011F12A31HIEFE
Salaries,
allowances
and Retirement Share-based
Directors’ benefits scheme payments
fees inkind  contributions Sub-total (note 32) Total
AR 17 3 1
E = BRI Z A
ESHe REVIH sHEIf R et (FF5E32) mst
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
AT TET AT THT TER THT
Executive directors HITEE
Dai Xiaobing Y= - 1,467 12 1,479 3,069 4,548
Wang Ziming TeH - 1,355 9 1,364 3,069 4,433
Kong Siu Tim? LD - 688 8 696 - 696
Wan Tze Fan Terence BTH - 1,355 12 1,367 3,069 4,436
King Hap Lee? SIRFpe - 667 4 671 3,069 3,740
- 5,532 45 5,577 12,276 17,853
Independent non-executive B FEHITEE
directors
Di Lungjun* Ap = 133 - - 133 - 133
Wong Lung Tak Patrick ~ E&/& 200 - - 200 256 456
Wong Kwok Chuen Peter EE 2 200 - - 200 256 456
Wang Yanbin® Fwe 67 - - 67 256 323
600 - - 600 768 1,368
Non-executive directors ~ 3FH{TES
Ni Zhenwei' R 17 - - 17 - 17
Kong Siu Tim? Lt 67 - - 67 256 323
184 - - 184 256 440
784 5,532 45 6,361 13,300 19,661
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Notes to the Financial Statements

10. DIRECTORS’ REMUNERATION

11.

(Continued)
Notes:
1. Deceased in July 2011
2. Redesignated from executive director to non-executive
director in September 2011
Appointed in September 2011
Resigned in September 2011
Appointed as executive director in March 2012 and appointed

as chief executive officer in September 2012

During the year, no emoluments (2011: HK$ Nil) were paid
by the Group to any of the directors as an inducement to
join or upon joining the Group or as a compensation for loss
of office. None of the directors waived or agreed to waive
any remuneration for the years ended 31 December 2012
and 2011.

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, five (2011: four) were directors of the Company
whose emoluments are disclosed in note 10. The

29 3% % % 9%

10. EEME (&)

11.

Bt 5

1. R20114E7F £t

2. M0 FIORBATEZAME AN
5F
2011 F9AEE T
201149 A B T
R2012F3A B EZERMITES LR
2012F9 R EZ X BITHARE

FR - AEBTERTANESTZIHAHE
(201145 : BB TT) EREF MASA M
AREE R RESERBER 2 ME
HE2012F F2011F12A31B L FE -
MEEEREXRAERECAHE -

o

mEHAL

AEBRAUGZSHALTH A (2011
FON)AARARAIZES EWE
BEAEMF10H E - 72011F - Ep—f7

emoluments of the remaining one individual in 2011 was as EasATZHemT
follows:

2012 2011
HK$’ 000 HK$’ 000
THERT FET
Salaries and other emoluments HehEMHE - 1,032
Share-based payments ARR 9 214 2 5/7B - 1,535
Retirement scheme contributions IRIRET B - 12
- 2,579

FEERERERDAF ¢ 2012 £
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11.

12.

INDIVIDUALS WITH HIGHEST
EMOLUMENTS (Continued)

The emoluments of the one non-director individual in 2011
with the highest emoluments were within the following

11. e AT (E)

R201%F - REFZ—UFEEALZ
MENF T 5IEE

bands:
2012 2011
Number of Number of
individuals individuals
AE A
Below HK$1,000,000 1,000,000/ 7L A T~ = -
HK$1,000,000 — HK$1,500,000 1,000,000/ 7t £1,500,000/% 7T = -
HK$1,500,001 — HK$3,000,000 1,500,001 7t £ 3,000,0007% 7T - 1

No emoluments were paid by the Group to the above
highest paid non-director individual as an inducement to join
or upon joining the Group or as a compensation for loss of
office.

The emoluments paid or payable to members of senior
management (non-director individual) were within the
following bands:

AEBEYERNLASTSHIFEFTALX
MBS ESEMAIRIMARKEEEZ
RS AR 2 fE

EXHHBENTEREEEKE GFE
EAD)ZHMEN T TIIERE :

2012 2011

Number of Number of

individuals individuals

AE A

Below HK$1,000,000 1,000,000/& 7L A T~ 2 -
HK$1,000,000 — HK$1,500,000 1,000,000/ 7t £1,500,0007% 7T 5 -
HK$1,500,001 — HK$3,000,000 1,500,0017% 7t £3,000,0007% 7T - 6
7 6

LOSS ATTRIBUTABLE TO OWNERS OF
THE COMPANY

The loss attributable to owners of the Company includes a
loss of HK$15,623,000 (2011: HK$69,427,000) which has
been dealt with in the financial statements of the Company.
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12. XAE R AEGEEHER

AARBEAFEEEESESHNAR
BB Rk 2 E51815,623,0005 7T (2011
£ : 69,427,000/ 7T)



The directors do not recommend the payment of any
dividend for the year ended 31 December 2012 (2011: Nil).

(a) Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to owners of the Company of HK$113,405,000
(2011: HK$96,239,000) and the weighted average number
of 12,230,404,000 (2011: 9,832,554,000) ordinary shares in
issue during the year.

(i) Loss

Loss attributable to owners
of the Company

(i) Number of ordinary shares

Weighted average number of
ordinary shares in issue
during the year

(b) Diluted loss per share

Diluted loss per share is calculated based on the loss
attributable to owners of the Company and the weighted
average number of shares in issue during the year after
adjusting for the number of dilutive potential ordinary shares
on share options granted and warrants subscribed.

Diluted loss per share for the year ended 31 December
2012 and 2011 are the same as the basic loss per share
as the Company’s outstanding share options and warrants,
where applicable, had an anti-dilutive effect on the basic
loss per share in both years.

AREHEE NEIEER

BEETEBFREEE2012F128318 1t
FEAMRE (2011F « #) -

(a) BEREXESE

BRERAEBEBNBERARER AR
1ty B5#8113,405,0005% 7T (20114 -
96,239,000/ L) * MR FRBE #EITE
A% 2 hn#E ¥ ¥ 212,230,404,0008%
(20114 : 9,832,554,0000%) & i A% &

At

() R
2012 2011
HK$’ 000 HK$’ 000
FET TExT
(113,405) (96,239)

(i) EHEREH

FARABBTEBRZINETFHE

2012 2011
000 000
TR i
12,230,404 9,832,554

(b) BixEEBIR

BREEBEBDRBEARRRER AEISG
BIERFADRITRD 2 MEFHE (5
ERLBRELERBERRER S R
BESSERARMBFELRBR)GE -

AR ARERE 220124 &2011412A8
318 IEFE M ARITE 2 BB AR I R AR i
B(ER) HZMEFE 2 GRELRE
BEKRESTE BZmMBAFEZE
eSS EEGREREEMER -



The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker that
are used to make strategic decisions.

The Group has two (2011: two) reportable segments.
The segments are managed separately as each business
offers different products and services and requires different
business strategies. The following summary describes the
operations in each of the Group’s reportable segments:

Oil and gas exploitation:  Exploitation and sale of crude oil
and natural gas
Coalbed methane: Exploration, development and

production of coalbed methane

There are no sales or trading transactions between the
business segments. Corporate revenue and expenses are
not allocated to the operating segments as they are not
included in the measurement of the segments’ results used
by the chief operating decision-maker in the assessment of
segment performance.

AEBERTIBREERAREETMNLAIAE
HEREE MR R o MEBEHLLEDE -

REBEGER ME(2011F : ME) AT HRE
DB mREBERHREETRE®R MR
BIABEINRARHRE RO BEBL
EE -LTAREEEAREN ML E
ZHE

BHMAARAR: HARKHEERHS
MRAR

HER : Bk - BB A
ERESR

%ﬁ“%ﬁlﬁﬁﬁiﬁ Ry E
WA KRS BREDE - RA
%I%&%&%%¥ﬁ“%%ﬁ%ﬁ%
XEAEYESREARERFASER -



(a) Business segments
Segment information about these businesses is set out as

follows:
For the year ended 31 December 2012
Oil and gas
exploitation
ekl
XARFR
HK$’000
FHERT
Results EF
Revenue from external customers ~ RBINREPE 2 WA 28,932
Segment results (notes (i) & (ii)) o0 4 (HERE) B (i) (9,423)
Finance costs A& R A (116)
Impairment loss on property, mE - -BEREEZ
plant and equipment WEEE (41,103)
Impairment loss on goodwill PR (EEE (4,230)
Impairment loss on intangible assets & & E 7 B EEE (283,924)
Share of profit of an associate JE (5 B 2 1 B s A -
Share of loss of a jointly L ERZERE
controlled entity NRBE (1,505)
Loss before income tax credit bR BT 15 B AR AT S 18 (80,301)
Income tax credit FT 1S B8 13,356
Loss for the year REFEEE (66,945)
Assets and liabilities EEREE

Reportable segment assets (note (iii) I R4 7 & & & (K 55 (i) 469,933

Reportable segment liabilities AmEnHaE 34,191
Other segment information HihrEpEst

Depreciation and amortisation e REH 4,092
Capital expenditure incurred FREECEARTH

during the year 4,023

3,460,214

827,043

1,709

257,546

(@) EBHE
BRAZEXH 2 BEREIIMT

HE2012512A31B ILLEE
Coalbed
methane Unallocated
RER KOE
HK$’000 HK$°000
TET TERT
(8,983) (37,478)
1 -
(8,982) (37,478)
(8,982) (37,478)

5,826

51,565

556

10

Total
st

HK$’000
FET

28,932

(55,884)
(116)

(41,103)
(4,230)

(23,924)
1

(1,505)

(126,761)
13,356

(113,405)

3,935,973

912,799

6,357

261,579
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15. SEGMENT REPORTING (Continued)
(a) Business segments (Continued)

Segment information about these businesses is set out as

follows:

For the year ended 31 December 2011

15. &R (&)

(a) EBSE (&)

HE20M1EFE12A31B ILFE

BRAZEXH 2 BEREIIMT

Oil and gas Coalbed
exploitation methane  Unallocated Total
VSpi::Ril
RAARFER EER KB et
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FHET TET FExT FET
Results £
Revenue from external customers ~ REINREF Z WA 35,079 - - 35,079
Segment results (notes (i) & (ii)) o0 4 (HERE) B (i) (2,877) (5,999) (81,819) (90,695)
Finance costs & B @) (3) (1) (6)
Impairment loss on property, mE - WEREEZ
plant and equipment WEEE (1,414) - - (1,414)
Share of loss of a jointly ELERZESE
controlled entity NEEE (496) - - (496)
Loss before income tax expenses B P15 % % A 548 (4,789) (6,002) (81,820) (92,611)
Income tax expenses PRz i (3,628) - - (3,628)
Loss for the year REEBE (8,417) (6,002) (81,820) (96,239)
Assets and liabilities EERERE
Reportable segment assets (note (iii) I k4 2 2 & & (K 55 (iil)) 555,743 3,229,218 152,252 3,937,213
Reportable segment liabilities AHREDHAE 69,616 794,356 12,285 876,257
Other segment information HihrEpEst
Depreciation and amortisation & 7,213 842 793 8,848
Capital expenditure incurred FREECEARTH
during the year 267,088 388,443 74 650,605
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(a) Business segments (Continued)

Notes:

(i) Unallocated results mainly include salaries, rental expense

and professional fees for Hong Kong head office and equity-

settled share-based payment expenses.

(if) Included in the segment result of coalbed methane segment
is revenue of HK$9,110,000 (2011: HK$550,000) from the

trial sales of coalbed methane generated from the Sanjiao

PSC for the year 2012.

(i)  Unallocated assets mainly include cash and cash equivalents.

(b) Geographical information and major

customers

The following table provides an analysis of the Group’s

revenue from external customers and non-current assets

other than deposits paid, interest in a jointly controlled entity

and interest in an associate (“specified non-current assets”).

Hong Kong (place of domicile)
The PRC

(a) EBSE (&)

BRE

() KOERXBETXEEEIELE He X
ERSEEAMERERAXREREE
BB ST B -

(i) 201 2FKHERZODBREBRE
9,110,000 7t (20114F : 550,000/ 7T )
KE=XREMmOKERELKERH
HEZHBA -

i) RAMEEXEOFRSMALEEY -
(b) WEEHRREEER

TREAREREIRE P 2 Uk R ER
EMEE R-—KARZEEEERAR

R—RBERR 2 IAINZIFREE
E([EEHFRRDEE])ETOMN -

Revenue from Specified
external customers non-current assets
KEIIMFEEZERA BEFRBEE

2012 2011 2012 2011

HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000

FERT FET TFHERT FHET

B8 (FTEH) - - 988 2,443
R 28,932 35,079 3,731,651 3,553,131
28,932 35,079 3,732,639 3,555,574

During the year, revenues from the Group’s largest customer
were HK$28,932,000 (2011: HK$35,079,000), being 100%
(2011: 100%) of the Group’s total revenue from the oil and

gas exploitation segment.

FRN REAXEBZREFP ZWE R
28,932,000/% Jt (20114 : 35,079,000
BIL) EAEEABHMKARARD
Bz 48582 100% (20114F : 100%) °
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y1% - B E RER
The Group AEH
Furniture,
fixtures
Leasehold Construction  Oiland gas  and office Motor
improvements inprogress  properties  equipment vehicles Total
R
HE BERER

YEkE  ERIR  HREE  HLEZRR RE &t

HKS 000 HKS' 000 HKS'000 HKS' 000 HKS' 000 HKS' 000

TR AR TiEn TiEn TEn T
(note (i) (note (i)

(P &) (P54

Costs: B
At 1 January 2011 R2011E1A1R 40 - 93,730 773 6,374 100,917
Acquired through acqisition BRKERE (i)

(note 34) - 120 34,942 16 - 35,078
Additions AE 3,629 18,015 119,907 2,712 1,932 146,195
Disposals e (14) - - () - (19
Exchange adjustments EiHE 82 407 7,134 71 160 7,854
At 31 December 2011 #2011%512R31H 3,787 18,042 255,713 3,567 8,466 290,025
Additions hE - 3,988 - 173 2,006 6,167
Transfer % - - 34 (34) - -
Witten of H - - - (M @7 w79
Exchange adjustments EHE 36 225 2,487 31 65 0,844
At 31 December 2012 Ro012E12318 33 0B 25823 37% 10060 298658
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16. PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements

29 3% % % 9%

16. Y% - BERRE (&)

(Continued)
Furniture,
fixtures
Leasehold Construction ~ Oil and gas  and office Motor
improvements  in progress  properties  equipment vehicles Total
i
HE BERER
hgERE fRIR HREE  BAERR RE L)
HKS' 000 HK$' 000 HK$'000 HK$' 000 HKS' 000 HK$' 000
AL THEL AL AL TEL AL
(note (i) (note (i)
(B5) (B ¥
Accumulated depreciation and RHAERRE:
impairment:
At 1 January 2011 R2011E1 A1 27 - 9,410 541 1,740 11,718
Charge for the year (note 8(c)) Rzt (sl 333 - 6,688 299 1482 8,802
WWritten back on disposal HEREE (14) - - (5) - (19
Impairment loss {note 7) (note (ii) WEER (F5E7) (s i) - - 1414 - - 1414
Exchange adjustments EiRE 8 - 592 13 26 639
At 31 December 2011 R2011E12/31H 354 - 18,104 848 3,048 22,054
Charge for the year note 8(c)) EnF i (Hiec) 667 - 179 631 1,867 4,960
Transfer 25 - - 8 () - -
Written back on disposal HERRE - - - - 48) (48)
Impairment loss (note 7) (note (i) TEEE () () - - 41,103 - - 41,103
Exchange adjustments BiA% 11 - 196 10 2 242
At 31 December 2012 72012412310 1,032 - 61,201 1,486 5,092 68,811
Carrying amount: REE:
At 31 December 2012 2012127318 2,741 22,795 197,033 2,250 5,068 229,847
At 31 Decenber 2011 Ro011£12/3318 3383 18502 287,609 2719 5218 267471

FEERERERDAF ¢ 2012 £

115



116

Notes to the Financial Statements

07 5% % % v 4%

16. PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes:

(i)

(ii

(i)

(iv)

It represents oil and gas properties under construction as at
the end of the reporting period.

The additions in 2011 included oil and gas properties of
HK$105,802,000 transferred from other assets.

During the year ended 31 December 2011, oil and gas
properties were impaired by HK$1,414,000 due to the

temporary suspension on the development of a minor project.

During the year ended 31 December 2012, as a result
of the delay in the implementation of the development
plans of the Liuluoyu Oil Field and Yanjiawan Qil Field, the
recoverable amount of each of the cash generating unit of
Liuluoyu Qil Field and Yanjiawan Oil Field, as determined
by an independent professional firm of valuers using the
value in use approach is less than the respective carrying
amount. Accordingly, impairment losses of HK$26,160,000
and HK$14,943,000 on the oil and gas properties and
HK$21,972,000 and HK$1,952,000 on the operation rights
(Note 18) of Liuluoyu Oil Field and Yanjiawan Oil Field
respectively, and HK$4,230,000 on goodwill (Note 19) of
Liuluoyu Qil Field were recognised. The discount rate used in

the value in use calculations at 31 December 2012 was 18%.
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16. W% B ERR @ (&)

CEX

(i

(ii)

(iv)

puus

LR TRMEMMERSEZERBR
=

N
°

L

COMNFEZAEREREMEEERM
R #9105,802,0007 7T 2 A A E E °

HZ2011F12A31HLEFEAR > AR
TR —@/)AEBEE HAREER
{B1,414,000/% 7T °

HE2012F12A31BEFE RN ' B
RN 1A H A & B R h B 2 b &t
EMERTE T -—RBLEEMR
BARNFERBEZEETE WKWK H
HEMREDBZSHEELSBMY
B eEERNESE2KEAE B
gt - BB IR R B R R R B A A
REE 2 EEEE 5 5l %26,160,000
770 114,943,000 7T + A B3 % M E
HeEER (ME18) ZMERED R A
21,972,000 7T & 1,952,000/ 7T & #
B AEE (ME19) ZREEES
4,230,000/ 7T ¥ & 1 3R ° 12012412
ABIBEtEAEEMBZITBAEA
18% °



The Group AEE
HK$’ 000
FET

Cost: B :

At 1 January 2011 20111 A1RH 2,598,644
Additions through acquisition MBWERE 87,360
Additions* = 291,749
Interest capitalised (note 8(a)) &R F B (M 5E8(a)) 4,555
Exchange adjustments bE 5, #E 25,066
At 31 December 2011 MR2011F12H31H 3,007,374
Additions* NE* 223,674
Interest capitalised (note 8(a)) B R F B (M EE8(a)) 31,738
Exchange adjustments P A 10,148
At 31 December 2012 MR20129F12HA31H 3,272,934

The amount included an adjustment for the decrease in
provision for environmental restoration and decommissioning
costs of HK$161,000 (2011: HK$1,132,000 increase) (Note
28).

As at 31 December 2012 and 2011, the major components
of gas exploration and evaluation assets were exploratory
drilling and trenching costs. The directors have assessed
the gas exploration and evaluation assets for impairment
in accordance with the criteria under HKFRS 6 and by
reference to the progress in the implementation of the PSC
during the year, and the valuation report prepared by the
Asset Appraisal Limited, an independent firm of professional
valuers, which possesses the relevant professional
qualifications and experience. The directors concluded that
there are no facts or circumstances which may indicate
that the carrying amount of gas exploration and evaluation
assets has exceeded the recoverable amount as at the end
of reporting period.

* ZeHEAERREBEEENGELSE
B8 B 2 161,0008 7T (20114 ¢
01,132,000/ 7T) 15 2 @ & (M3
28) o

R20124F K20116F12831H » KAFTE
RRAHEEXERMREH RIEERK
REK - EEERBET B BRE LD
FORCBEENBREFANERDSKER
ZHTEER—MBEBEYEETEAT -
P EEENERRARAG G 2K
BEREHRARDRRTHEELETH
Bt ZAREBEHRBEEEERRE
BRoEEHTE RNBESHEALERE T
FEEFESBARARARMERRTME
BECEEEDBREITKEISEE -



The Group

Cost:
At 1 January 2011
Additions through acquisition
(note 34)
Exchange differences

At 31 December 2011
Exchange differences

At 31 December 2012

Accumulated amortisation:
At 1 January 2011
Amortisation for the year (note 8(c))
Exchange differences

At 31 December 2011
Amortisation for the year (note 8(c))
Impairment loss (note 7)

Exchange differences

At 31 December 2012

Carrying amount:
At 31 December 2012

At 31 December 2011

B :
®2011F1A1H

BBWREARE (H15E34)

[ 5 B

R2011F12A31H
BE A=

R2012%F12 4318

EHE B
201161 A1H
REEZHH (H3E8(0)
AR

R2011F12831H
AEEHH (HE8(c)
W EEE (FEE7)
LS

R2012%F12 4318

AREE :
20124612 A31H

R2011F12A31H

AERE
Motor vehicle
registration
license

RE

BiHE

HK$’ 000
FTET

910

910

910

910

910

Operation
rights

BiER
HK$’000
THEL
48,486

197,157
3,679

249,322
2,429

251,751

177
46
12

235
1,397
23,924
17

25,573

226,178

249,087

Total
HK$’ 000
TExT
49,396

197,157
3,679

250,232
2,429

252,661

177
46
12

235
1,397
23,924
17

25,573

227,088

249,997



Operation rights

The Group’s operation rights represent the rights under
three (2011: three) development contracts which give the
Group the rights to participate in the production of crude oil
with details as follows:

Oil fields Location
JHH i 2h

1. Liuluoyu QOil Field Shaanxi Province, the PRC
075 U i H P EIpRTE A

2. Yanjiawan Qil Field Shaanxi Province, the PRC
R 2 h B R EIPR RS

3. Jinzhuang Qil Field Shaanxi Province, the PRC
£ odm M FEIpR A

The operation rights are initially recognised at their fair value
on the date of acquisition by reference to a professional
valuation prepared by Asset Appraisal Limited. Subsequent
to the reporting period, the operation rights are measured
using the cost model.

Amortisation is provided to write off the cost of the
operation rights using the units of production method based
on the amount of proven and probable oil and gas reserves.
Amortisation is charged to “direct costs” in the consolidated
statement of comprehensive income.

During the year ended 31 December 2012, impairment
losses on the operation rights of Liuluoyu Oil Field and
Yanjiawan Oil Field were recognised since the recoverable
amounts of the rights were estimated to be less than the
carrying amounts as set out in note 16(iv).

BE®
AEBEz2EE =10 (2011F : =)
MEARAZEN BAKEAES A
FOmEE - FHRWT :

Expiry date
SR GRS

2023
2023

2025

LERMNTREEBEAZA $TE%§€<%
THEEENEERAERA ‘ﬁZ%
XEERER BA#&t‘EHHF‘EJé: 2B
RAKRARAGE -

A $H 2 1 A AR R T IR IR B R B S O SR e
EBNEESEMRETHE BHEERS
EERERZ [BERA] AN -

REZE2012F12A31BLFE AR E
BEREZAANESEMBGEAERE -
WERVRWHARBAREHE 2 EE
HEWE R A0 TE16(iv) P 2 R E B 18 -



The Group AEE
HK$’ 000
FHET
At 31 December 2011 and 1 January 2012 #R2011F12A831H &2012F1 A1H 4,230
Impairment loss (note 7) WA EE (K E7) (4,230)

Carrying amount as at 31 December 2012

IMPAIRMENT TESTING ON GOODWILL

For the purpose of impairment test, goodwill acquired
through business combination of Liuluoyu Oil Field is
allocated to the cash generating units (“CGU”) of oil and
gas exploitation of Liuluoyu Oil Field. The recoverable
amount of the CGU has been determined from the value
in use calculations based on formally approved cash flow
projections and budgets, covering a ten-year period, which
is the remaining contractual period of the operation right of
Liuluoyu Oil Field. Management considered that the budgets
should cover the remaining contractual period of the
operation right as it reflects the development and production
plan of this CGU.

The following key assumptions have been made for the
purpose of the analysis:

1 Discount rate 18%
2 Operating margin 18%
3 Wage inflation 3%
4 Crude oil price increase 5%

The discount rate used is pre-tax and reflects the specific
risks of the oil and gas exploitation segment. The operating
margin are by referenced to industry data. Wage inflation
is based on the expected long term inflation rate set by the
PRC Government. Crude oil price is based on the expected
market price.

Full impairment was provided on goodwill as the cash flow
projections and budgets indicate that the value in use of this
CGU cannot cover the goodwill as set out in note 16(iv).

R2012F12A31H 2 BREE -

8 2 s EAE
FURERIF M E - BBYR IR H M X5
BHERZEED KIS HE A M
RRAARRARZRACELEN ([REE
AEu]) BeELBM 2 KEEER
DiREEREEEE  MEMABEIR
BIE A fE 2 +F 5 (R H0% W h A
LERZHTENFH)RSRERR
LREEFAE ERERSHANEAERKR
ZRTEAENZIERREENS &
BEERRELERZIHBTANFY -

RETHN  SEETIEZRER

1 FRE 18%
2 REFNEE 18%
3 I&BK 3%
4 FORER L 5%

PR 2 3R R 5 R BR A Jh A1 R AR B
ROBzZBHERBRZBATAE - &
MEET2ZZANBEBETE - TEAK
TIREBFEBA  BRRBEREME
FRHEBRIAERHSERS%E -

HRRERERALAERBZREE
AEBEUzEREEYIEEHE (N
AE16(iv)FT ) - BB BL R B ET R 2 EOR
B -



The Group FEH

The Group has a 50% interest in a jointly controlled entity RERETE  NEBR —FKELREEE
which is accounted for by the equity method. BERNAIEES0%E R o
2012 2011
HK$’ 000 HK$’ 000
TET FHET
Share of net assets DREEFE
As at 1 January ®1A1H 6,452 6,948
Share of loss for the year KEZDIEERE (1,505) (496)
As at 31 December M12H318 4,947 6,452
Particulars of the Group’s jointly controlled entity are as REE s HREESERARIFBEAT
follows:
Form of business Place of Percentage of ordinary
Name of company structure incorporation shares indirectly held Principal activity
SR EBEERR RT3 2 AERFTEARE ML TEER
Smart Win International Limited Limited company The British Virgin Islands (“BVI") 50% Investment holding
HEBRERAT BRAF RERNES REER
The financial information in respect of the Group’s jointly ERASERRATREERT CHGE
controlled entity is set out below: BT
2012 2011
HK$’ 000 HK$’ 000
FTERT THT

Total assets REE 9,894 12,904
Total liabilities mafE = -
Net assets BEFE 9,894 12,904
Group’s share of net assets AEBD(REEFE 4,947 6,452
Turnover - - =
Expenses T H (3,010) (993)
Loss for the year RFEEE (3,010) (993)
Group’s share of loss for the year AEEAREBDEEE (1,505) (496)



The Group

Investment costs "B A

Share of post-acquisition profit 18 W 12 s A
As at 31 December #H=12A31H

Particulars of the Group’s associate are as follows:

Form of business Place of
Name of company structure incorporation
SR EBREYS Eial do Ak

WAR2EERREERAR Sino-foreign equity joint venture The PRC

LWEEZRERREARLE  ®HRELR HE

On 24 December 2012 (“Date of Acquisition”), the Group
acquired a 30% equity interest of |IPAEREERFHEEE
RAaE(“UPaEI 2" by acquiring a 100% equity interest of
Superb China Limited and its wholly-owned subsidiary —
Pipeline International Limited (collectively “Superb Group”)
for a consideration of RMB30,000,000 (equivalents to
HK$37,230,000). The directors of the Company consider
that the Company has significant influence over LI7EE
2 and accounted for the equity interest in LLUFEEIZ as an
associate. Subsequent to the acquisition and before 31
December 2012, shareholders of LLUFEEIZ injected capital
of RMB70,000,000 into IFAEIZ of which HK$26,100,000
(equivalents to RMB21,000,000) was contributed by the
Group.

ARE

2012 2011
HK$’ 000 HK$’ 000
FER THETT
63,353 -

1 _

63,354 -

BAREEBERNRZFBTET

Percentage of ordinary

shares indirectly held Principal activity

EEsAEERES I IRED

30% Development and
operation of a liquefied
natural gas plant
(“LNG plant”)
in the PRC to produce
liquefied coalbed
methane

RABEEREER
RARU  DAEERE

R2012F 128248 (W H]) + K&
EEAKEFERRAGTREZENE
AR-EBRERBERAR (ABIFEE
1) 100% R A m B S I mB 2K E
RHEEARAA (TLABRZ]) 230%
I A= - R E A A R #30,000,0007T
(#8% 7437,230,000% T) - A QB E =
RERRBHLAEREERTZE N
E bt AL B R 2 IR R R AR E
fEE NFAARR - RIREE TR & - 2012
F12A31AF - WABEZZREEA
7R ERE H£ ARM70,000,000
70+ E /26,100,000 T (FHER AR
21,000,0007T) Y AEBE L E o



21. INTEREST IN AN ASSOCIATE (Continued)
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21. R—FKE B AT 2R (8)

The financial information in respect of the Group’s associate BEAAEEBE AR 2 EERE S
is set out below: Nk
2012
HK$’000
FHERT
Total assets BEE 87,079
Total liabilities wmaE -
Net assets BEFE 87,079
Group’s share of net assets as KEED(EFR2012F12H31H
at 31 December 2012 ZEEFE 26,124
Other revenue for the period from Date of B Y B £2012F12 318 L HIME
Acquisition to 31 December 2012 Z B AU A 3
Expenses for the period from Date of B U BE B 22012912 A31H IEHifE
Acquisition to 31 December 2012 pdioh-3 =
Profit for the period from Date of B U HE A =2012912 A31H |E B
Acquisition to 31 December 2012 x| 3
Group’s share of profit for the period AR AN &= B ok s 1

FEERERERDAF ¢ 2012 £
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The Company AAT
2012
HK$’ 000
FHET
Unlisted equity investments, at cost ~ 3F F AR E - KA 2,529,920
Less: impairment loss (note 22(b)) B RVEE1E (M 5E22(b)) (81,143)
2,448,777

Amounts due from subsidiaries JE U BT B~ R 5k IE (B 3E22(0))

(note 22(c)) 607,411
3,056,188

(@) Details of principal subsidiaries as at 31 December
2012 are listed below. The class of shares held is
ordinary unless stated otherwise.

Place of
incorporation/ Particulars of issued
Name of the Company Notes  operation and paid up capital
iR/
AR&R i EERE ERTRARRAHE
Wiseley Investments Limited the BVI 100 ordinary shares of US$1,00 each
EHREERAR ABERIEE 100RFRARE £ SR

2011
HK$’ 000
TAET

2,492,721
(81,143)

2,411,578

438,804

2,850,382

(@) F2012F12HA31B EEZ M E X A
ZHBUOT - BRBBEHBEIN  FT

B AE B -

Proportion of ownership interest
Lt Ehld

Group’s

effective Held bythe Heldbya

holding  Company subsidiary  Principal activities

350 Y SR
ERfRE 49R% BATNE IERE

100% 100% - Investment holding

RERK



(Continued)
(@) (Continued)

Notes to the Financial Statements
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22. INTERESTS IN SUBSIDIARIES

22 RMIBASIZHEZE ()

(a) (&)

Proportion of ownership interest

HEREMM

Place of Group's

incorporation/ Particulars of issued effective Heldbythe Heldbya
Name of the Company Notes  operation and paid up capital holding  Company subsidiary ~ Principal activities

i/ 3 L) B H-ZM
ARER GES -1 ERTRYRRAHE ERRRE AFRE EAIRE  IERR
Easy Sino Investments Limited Hong Kong 1 ordinary share of HK$1,00 each 100% 100% - Provision of administrative

services to group companies
EEREERAT B 1REREEL0BT SRR REERAREIRE
Chuang Xin Management Hong Kong 2 shares of HK$1.00 each 100% 100% - Provision of management
Senvices Limited senices to group companies
HNEERBARAA & PRERAEE.0ET LR REEAARUERRE
Genesis International Petroleum & the BVI 100 ordinary shares of US$1.00 each 70% 70% - Inactive
Chemicals Co., Ltd.

HRARAR IERAR AERREE 100REREE1 0%, B8R EEZH
Elite Ascend Holdings Limited the BV 690 ordinary shares of US$1.00 each 100% 100% - Investment holding
BEERERAA EERLEE 690R EIRE A1 005 L B BR RERR
Grand Rise Development Limited Hong Kong 100 ordinary shares of HKS1,00 each 100% 100% - Investment holding
EERRERAT 3 100REREET 0BT EBR RERR
Key Wisdom Investments Limited the BVI 100 ordinary shares of US$1.00 each 100% 100% - Investment holding
BRREERAT AERAES 100REREE1 0% EAR RELR
Power Great Limited the Cayman Islands 1 ordinary share of US$1.00 each 100% 100% - Investment holding
HEERAR AEES 1REHREE0ET EBR REER
Superb China Limited (i) theBVI 100 ordinary shares of US$1.00 each 100% 100% - Investment holding
AEZERLT i EERES 100REREE1 0%, SRR REER
Key Well Development Limited Hong Kong 100 ordinary shares of HK$1.00 each 100% - 100%  Investment holding
HEXRERAT Bk 100G REEL 0T EAR RERR

FEERERERDAF ¢ 2012 £
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22. INTERESTS IN SUBSIDIARIES

22 RMIBASIZHEZE ()

(Continued)
(@) (Continued) (a) (&)
Proportion of ownership interest
BHEEM
Place of Group's
incorporation/ Particulars of issued effective Heldbythe Heldbya
Name of the Company Notes  operation and paid up capital holding  Company subsidiary  Principal activities
AL/ 3 L) Bx  BE-XK
kL i e ERTRYRRAHE ERRRE ASRF EAIRE  1ERE
Genesis Energy (Hong Kong) Limited Hong Kong 2 ordinary shares of HK$1.00 each 100% - 100%  Provision of administrative
services to group companies
AR (ER)BRAT B MREREE 0BT E AR REBRARETIRE
Bi Tuo Yuan Technology i) thePRC Registered capital RMB500,000 100% - 100%  Participation in oil and gas projects
(Shenzhen) Co., Ltd
BRRRR (R BRAA (/-1 MR AR #500,0007 BERRER
Qrion Energy International Inc. the Cayman Islands 100,000,000 orcinary shares 100% - 100%  Exploration, development
of US$0.001 each and production of coalbed
methane
BRZwRERERAT ReHs 100,000,000k B REE0.001 %2 SR #f BENEERER
Xian Hong Chang Co,. Ltd i) thePRC Registered capital RMB51,706,600 100% - 100%  Participation in oil and gas projects
BREERRAERBARRE (/-1 M BRAR AR51,706,600T SHBRER
Trillon International Petroleum Hong Kong 1 ordinary share of HKS1.00 each 100% - 100%  Investment holding
Extraction Technology Ltd
HERRRRRARERAA (3 1REREE0ET EBR RARR
Xian Lilong Petroleum Extraction i) thePRC Registered capital HK$50,000,000 100% - 100%  Participation in oil and gas projects
Technology Limited
BENERARREHERAT (/-1 M #A50,000,0008 7 SEBRER
Pipeling International Limited () Hong Kong 1 ordinary share of HK$1,00 each 100% - 100%  Investment holding
AREERRAT ) &% 1REREE 0BT SRR REER

Annual Report 2012 e Sino Oil and Gas Holdings Limited



(@) (Continued)
Notes:

(i) Registered under the laws of the PRC as a wholly-owned

foreign enterprise

(if) Acquired in 2012

(b) Impairment on investments in subsidiaries
There were no movements in the provision for impairment
loss during the year. The impairment loss on investments in
subsidiaries are made by the directors by reference to the
net assets of the subsidiaries and their ability to generate
sufficient future economic benefits as evident by the internal
reporting of their economic performance.

(c) Amounts due from subsidiaries
An analysis of the amounts due from subsidiaries is listed
below:

P& Ui B /B8 2 R 3R IR
R e ER

Due from subsidiaries
Less: impairment loss

The amounts due from subsidiaries are unsecured, interest-
free and in substance represent the Company’s investments
in the subsidiaries.

() BREPREZBLRINEBELE

(i)  HA2012F NULE

(b) MMBABZIRERE
RAFER REBERBLEEZS -
REBARZREREEETRAESRS
EMBARIZEEFEREEERS R
KEENm e (CAK B 2R AR
HZREBERBRRR) MIEH

(c) FEMPHBATRKIA
FEWRH B D RSB Z AT

The Company

FAT
2012 2011
HK$’ 000 HK$’ 000
FET THET
976,754 725,171
(369,343) (286,367)
607,411 438,804

ERMBARREREER 28 &
BEEARARMBATMEL ZRE -



(c) Amounts due from subsidiaries (Continued)
The movements in the provision for impairment loss during
the year were as follows:

(c) FEMWBHEBASIRIA (&)
FRAREBEREZZEHIOT

The Company

At 1 January M1A1H
Additional provision REONE A
Reversal of provision e m 5
At 31 December M12H31H

FAF
2012 2011
HK$’ 000 HK$’ 000
FET TExT
286,367 268,870
82,976 24,467
- (6,970)
369,343 286,367

The impairment loss and reversal of impairment on
amounts due from subsidiaries are made by the directors
by reference to the net assets of the subsidiaries, ability
to generate sufficient future economic benefits and
evidence from internal reporting that indicate the economic
performance of the subsidiaries.

The Group

Spare parts, consumables and others #1{4 « B K& E A

R LS B8 2 A 3R IR 2 0018 S 1R B Rl (B 1
BHEEZ2ENBLARZEERE
EEFTDRREENGRZ 860 RBRH
BRARZEBERBRZAMEBEEEMIE
& oo

AEE
2012 2011
HK$’ 000 HK$’ 000
F#ET FiET
3,924 635



Notes to the Financial Statements

24. TRADE, NOTES AND OTHER
RECEIVABLES, DEPOSITS AND

29 3% % % 9%

24. FEWRRSR - FEWGEIR - HbFE
WBRR « HERBEMNRIA

PREPAYMENTS
The Group The Company
EEHEH ¥ /N
2012 2011 2012 2011
HK$’000 HK$’ 000 HK$’ 000 HK$’ 000
FET FET FHETT FAT
Non-current asset ERBEE
Deposits and prepayments ek
(notes (i) & (ii)) TEfH IR
(B R () B (i) 12,423 32,368 - -
Current assets MENEE
Trade receivables JFE U BR 3R 10,471 11,943 - -
Notes receivable (note (i) R EE
(B i) ) 2,488 - - -
Other receivables H A U BR 3R 23,469 7,112 944 71
36,428 19,055 944 71
Utility deposits KBRS 1,404 1,407 - -
Other deposits and Hiniz e &
prepayments TE FOE 4,556 3,773 199 169
5,960 5,180 199 169
42,388 24,235 1,143 240
Notes: B 5

(i)

(i

(i)

The balance includes a guarantee deposit of HK$9,653,000
(2011: HK$5,866,000) paid to secure the Group’s borrowing
as set out in note 29(ii).

Prepayments include prepaid exploration costs of
HK$2,770,000 (2011: HK$10,828,000) on the Group’s
gas evaluation and exploration assets. As at 31 December
2012, there was no prepaid construction costs (2011:
HK$15,674,000) on the Group’s construction in progress
under property, plant and equipment.

As at 31 December 2012, a note receivable of HK$1,244,000
(2011: HK$ Nil) was pledged to secure a bank loan (note
29(iii))

() B EEH M FE200)H N ERAKE
EEFRzRES  #%59,653,000/8
7 (20114F : 5,866,000/ 7T) °

(i) BERERLBEHAEERARTER
B A E 2B B B K 42,770,000
# 7T (20114F : 10,828,000/ 7T) » B
2012F12A31H - AL BN EE TR
ZHE BMEREEBLREAMER
AN (20114F ¢ 15,674,000/ 7T) °

(i) M2012F12A31H EKEE

1,244,000 7T (20114 : T8 70) K
R LA B S $R 77 B 3% (I 7E29(ii)) -

FEERERERDAF ¢ 2012 £
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24. TRADE, NOTES AND OTHER

RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

The ageing analysis of trade receivables based on invoice
date at the end of reporting period is as follows:

24,

We bR « =& R TR RRIE (8)

R E R Z BUWRFRR RS AR A
B Z BRECDATANT -

The Group
FEME

2012 2011
HK$’ 000 HK$’ 000
F#ERT FAT
< 30 days LH30K 2,484 3,389
31 - 60 days 31E60X 534 2,680
61 — 90 days 61E90XK 7,453 5,874
10,471 11,943

The average credit period granted to customers is 0-30
days from the invoice date.

All trade receivables are less than 90 days past due,
not impaired and related to one customer which has a
good track record with the Company. Based on the past
experience, management estimated that the carrying
amount will be fully recovered.

The Group recognised impairment loss on individual
assessment based on the accounting policy stated in note

4(K)(ii).

Annual Report 2012 e Sino Oil and Gas Holdings Limited

AEELTFTRFZFHEERAEFAER
FEFF0ZE30K

B AR RS B IR0 R A K B 10 &8
—EP ARAEZEPERINBE
8 BURBIERE - REBEAEER
EEEGHHERASES2HKE -

ANEERIFH ARG AT 2 & 5B
BEE R H R EREE -



I

Bank deposits pledged against A 1EE T R17E K (M 7E29(ii)
certain bank loans (note 29(iii)) N EHRES (B5E40)
and performance bonds (note 40) R Z BITFR

Pledged bank deposits are denominated in United States
dollars (“USD”) and Renminbi (“RMB”), earn interest at fixed
rate ranged from 0.48% to 3.3% per annum and have a
maturity period of five months on average. The directors
consider that the carrying amounts of these bank deposits
approximate their fair values because of their short maturity
period on inception.

ATIEEEZ

Cash and bank balances,

denominated in Re RIRTTHEH
~ HKD and USD —BTRkET
- RMB —AR¥

— Others —E A

Cash and cash equivalents of HK$69,122,000 (equivalent
to RMB55,569,000) (2011: HK$196,654,000; equivalent to
RMB159,632,000) were denominated in Renminbi. Renminbi
is not a freely convertible currency and the remittance of
funds out of the PRC is subject to exchange restriction
imposed by the PRC Government.

The Group

# %M
2012 2011
HK$’ 000 HK$’ 000
Fi# FET
7,954 -

EEARTEFUAXITTETD AR
B IARKED FHE  LENR0.48%E
3.3%Z BEE FHEHMAME - FHRA
AR EFERA BRZERTHE
AREPRFR AEEF 2 RmERR
NFERE -

The Group The Company

AEE EAT
2012 2011 2012 2011
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FTER FHET FET FAT
1,976 147,797 61 147,428
69,122 196,654 - -
16 - - -
71,114 344,451 61 147,428

69,122,000/ 7T (18 & 1A A R 55,569,000
70) (20114F : 196,654,000/ T * HHH R
AR #159,632,0000T) 2 & MR & EE
MUAREE - ARBIIEARARE
ko W BE L E AT P RBTZINE
B 1 AT ARBR



Current liabilities mEBE
Consideration payable (note (i) JEAE B (BT FE())
Other payables and accruals H b fE T I8 K

(note (i) TEIRER
(B 5 (ii) )
Amounts due to shareholders JE 1 AR SR 5K 18
(note (iii)) (B %))
Notes:

(i)

As at 31 December 2012, HK$1,002,000 (2011: HK$
9,002,000) represented the remaining consideration for the
acquisition of Kenwin Global Limited and its subsidiaries
(“Kenwin Group”) (note 34) in 2011 to be settled in cash. The
settlement date was extended from 30 September 2012 to
30 September 2013. The balance of HK$12,400,000 as at 31
December 2012 represented the outstanding consideration
for the acquisition of the associate (note 21) which will be
settled in cash in 2013.

Other payables and accruals include a loan denominated
in USD of HK$ Nil (2011: HK$23,644,000) from a non-
controlling shareholder of the Group. The loan was
unsecured, bore interest at 3% per annum and fully settled
during the vyear. interest of HK$254,000
(2011: HK$708,000) was paid in respect of this loan.
Other payables also include exploration costs payable of
approximately HK$341,383,000 (2011: HK$443,635,000) in

respect of gas exploration and evaluation assets and oil and

During the year,

gas properties.

Amounts due to shareholders who are also directors included
a loan denominated in Renminbi of HK$3,732,000 from one
of the directors. The loan is unsecured, bearing interest at
8% per annum and repayable in April 2013. The remaining
balances are unsecured, interest free and repayable on

demand.

The Group

*5KHE

2012
HK$’ 000
FET

13,402

392,448

36,711

442,561

(ii)

The Company

e
2011 2012 2011
HK$’ 000 HK$’ 000 HK$’ 000
FET  FEE T
9,002 12,400 -
537,147 1,914 1,932
- 32,979 -
546,149 47,293 1,932
20125612 4318 + 1,002,000/ JT

(20114 : 9,002,000/ t) J5 38 & < +
20114F g BEKenwin Global Limited &z H
M B A7 ([Kenwin®= B ) (Fif5E34) 2
REHE - 2 A HHE2012F9A30H
& B £20135F9A30H ° 20124512 A
31H * 12,400,000/% 7T A& U i B & 1 7
(M 3F21) 2 REZERE - W5 R2013
FLARES A -

HibhENRELREREAEE —ZMU
ENEZASE —RIEERBEEE
KEHB T (20114 : 23,644,000 7T) °

gf)c Ed

ZEERREEMR  FEIRLNFR
EHEE-FA FHERESHHE

£254,0007% 7T (20114 : 708,000/
TT) o Hfh BRI RIBINEIE A B m R &)
R B E A R RE E 2 ER#
R K 7N #9341,383,00058 7T (20114 :
443,635,000/ 7T) °

ERBRE(NARES) RBEBEKRE
f%éézf%MAE%*ﬂEZﬁ‘J%{
3,732,000 T2 ER - ZER AEIE
- RF B8%sT B RANR2013F4 /B
B FIREHRAERR R ERERE
KBNS (B3 -



Balance at 1 January

Provision for environmental
restoration and decommissioning
costs

Balance at 31 December

The provision for environmental
decommissioning costs for 2012 and 2011 represented
directors’ estimated assets retirement obligations relating to
the Sanjiao PSC as set out in Note 35.

Secured interest-bearing borrowings

On demand or within one year

More than one year, but not
exceeding two years

More than two years, but not
exceeding five years

Amount due within one year
included in current liabilities

Non-current portion

The Group

X5EH

2012

HK$’ 000

Fi#&T

M A1B Z &% 1,132
RBEEERELETFRE ZBH

(161)

W12A318 2 &6k 971

restoration and

ZEBER=-EMD

X &
HB)BHCERMIEER

2011
HK$’ 000
TExT

1,132

1,132

2012F 20O FIRIBEERFIEFERE
ERESAL]
BRE o

The Group
T&EH
2012 2011
HK$’ 000 HK$’ 000
THET T
EERMEEE
RERF—FRER 92,834 22,287
BiB—F BTBBEMFE
132,398 91,393
BEME BETHBBRE
236,341 194,300
461,573 307,980
WARBEE-—FRIBH &5
(92,834) (22,287)
EmEE 368,739 285,693



As at 31 December 2012, the Group obtained borrowings
from three (2011: two) parties as follows:

(i

On 19 September 2011, Orion Energy International
Inc. (“OEl”), an indirect wholly owned subsidiary
of the Group, entered into a financing agreement
(“Agreement 1”) with Minsheng Financial Leasing
Co., Lid (REe@EERKBRAA) (“Minsheng”),
an independent third party, pursuant to which
Minsheng advanced RMB50,000,000 (equivalent
to HK$61,596,000) under certain conditions to
OEl to be repaid by instalment over three years.
In the opinion of the directors, the financing
arrangement is in substance a secured borrowing.
This borrowing is secured by certain gas exploration
and evaluation assets of OEl with a carrying amount
of HK$58,376,000 (2011: HK$57,807,000) (note
17) and personal guarantees from the Company’s
shareholders, Dr. Dai Xiaobing and Mr. King Hap Lee
who are also directors of the Company.

On 23 December 2011, OEl entered into another
financing agreement (“Agreement 2”) with CDB Leasing
Co., Ltd (FliRemBEEARRAF]) (“CDB Leasing”),
an independent third party, pursuant to which CDB
Leasing granted a facility of RMB1,000,000,000 to OEl
to be repaid by instalment over five years, of which
RMB200,000,000 was to finance the exploration
phase and RMB800,000,000 to be drawn after
obtaining the approval of the ODP in respect of the
Sanjiao PSC. During the year, a revised agreement
was signed between OEl and CDB Leasing,
pursuant to which OEIl can draw loans to the extent
of RMB400,000,000 and RMB600,000,000 during
exploration stage and production stage of the Sanjiao
PSC respectively. As at 31 December 2012, OEl drew
down total loans of RMB320,000,000 (equivalent to
HK$398,048,000) (2011:RMB200,000,000 (equivalent
to HK$246,384,000)).

BHZE2012F12831BEFER - A% E
DRIE=7 (20114 : &75) ZEEFI5
mr

(i)

20115 9A19R A& B v EE 2
EHBAR - BIsRERREER
RAI([RKZ]) BB LIE=ZATR
FemEEROMERAR(TRED
FIUmEBERZ ((HE—]) BER
A [\ B 3 %2 7B 1 A R #50,000,000
70 (#8% 761,596,0007 J0) * #%
HERKE=FHHEEAEAET
ETHRH -EZERAE ZRERH
EABELEREEREE 2 —-
HEEECERREERREZER
M 18 A58,376,0007 7T (20114 :
57,807,000/ 7T) (K13E17) 2/ F
AARBERTHEE  UARAR
AIRERE D EF T RERFILEE (R
NIMAARRRES) RHZEAE
R o

2011128230 ' Big L E B 7
F-FEEEMAEER AR ([E
REeMBE] VS AR E HE
(I @ BHEESBRAER
B IE &R A R %1,000,000,000
TZBE ZRESBERAFTHH
Bi&  Hf AR#200,000,000
TEARMERBE AR
800,000,000 T @t & 7 ot A = &2
SFEIPKERZBEREARN
BRAAERN - FR - BifER
BRERMBEERT —HEBHE
Bt BRIEER=ZREMDKE
Bl & B RS B R AEER R A 5 A
= Z I E R A R #400,000,000
T & AR #600,000,0005T ° R
2012128318 » B & H IR E
B &% A R #320,000,0007T (1%
$398,048,000/%& jt) (20114 :
AR #200,000,0007T (HE R
246,384,000 7T)) °



(i) (Continued)

The facility is secured by certain gas exploration
and evaluation assets with a carrying amount of
HK$598,173,000 (2011: HK$359,882,000) (note
17), a guarantee deposit of HK$9,653,000 (2011:
HK$5,866,000) (note 24(i)), all trade receivables
from sales generated from the Sanjiao PSC, all the
shares of OEl held by Power Great Limited, a wholly-
owned subsidiary of the Company, 2,296,000,000
shares of the Company held by certain directors and
shareholders of the Company, personal guarantees
of Dr. Dai Xiaobing and his spouse and a corporate
guarantee by the Company.

In the opinion of the directors, the financing
arrangement is in substance a secured borrowing. As
explained in note 35(i), the Group received a consent
on the preliminary work on the development of the
Sanjiao PSC from NEA in August 2012. The directors
are confident that the ODP will be approved by NEA in
the fourth quarter of 2013.

(i)  During 2012, the Group entered into a loan agreement
(“Agreement 3”) with Bank of Beijing for loan facilities
of RMB1,069,000 (equivalent to HK$1,330,000)
which are secured by a note receivable amounting
to HK$1,244,000 (note 24(iii)) and charges over
bank deposits amounting to HK$124,000 (note 25).
As at 31 December 2012, two loans in the total of
RMB1,069,000 (equivalent to HK$1,330,000) were
drawn. The loans are repayable within one year.

The borrowings under Agreement 1, Agreement 2 and
Agreement 3 carry interest at effective floating rates ranging
from 5.6% to 11.7% (2011: from 9.4% to 12.6%) during the
year.

(i) (&)
ZBREZERREEREEA
598,173,000 ot (20114 :
359,882,000 L) 2 A T K
RAEBRRTEEE (M F
17) 9,653,000/ Jjt (20114 :
5,866,000/ 7T) 2 IERIE® (M 5%
24()) =ZREESKEREEZ
FrAEERIKERN  BEBR AR
(RRRIZ2EMBARDFEZA
BRIHZRG  BEMLEFRAR
AR EIF A 2 A2 F]2,296,000,000
B~ B BT REBRBRME
ZEABER  AERARRREFEZA
AIELR o

EERA ULRMERHEAR L
BRAEEBREEZ — - RO T
35()F FT AR - A& B R201248
AESBERERBRAEMR =XE R
DRERMFAENBAIE - EFH
ST RBEN2013FE N
FEBEXRERRDHE

(i) 20124 - KN & B 8 m R 1T
#ARM1,069,000t (BER
1,330,000 7L) 2 ERREG L E
B ((HE=L) - BEERE
IR ZE $51,244,0005 7T (KT 7E24(ii) )
YEH IR - 30 K 7 4R 17 75 5124,000
7T (M13E25) » &L 220126124
1A ERDMEEREARE
1,069,0007T (18 % 71,330,000/
TL) c REERER—FANEE-

FA -HBE— BE_RBHE=ZET
ZEBEMBNE  HERZSHMNEN
RE5.6%E11.7% (20114 : N R.4%E
12.6%) 2 fi °



Details of the deferred tax assets and (liabilities) recognised
and movements during the year were as follows:

At 1 January 2011

(Charged)/credited to profit
or loss (note 9)

Exchange adjustments

At 31 December 2011
Credited to profit

or loss (note 9)
Exchange adjustments

At 31 December 2012

Accelerated
tax depreciation

IiEHIE

nE

HK$’ 000

FHET

R2011F1H1H8 (8,165)
(1) /FH B =R

(FfF5E9) (11,115)

b 3 % (833)

M2011F12 431 H (20,113)

FFABEER

(P 5E9) 2,108

BE 5, 58 B (172)

2012412 A31H (18,177)

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to set off when the deferred tax
related to same fiscal authority. The following amounts in

net, determined after appropriate offsetting, are shown on

the consolidated statement of financial position.

Deferred tax liabilities
Deferred tax assets

EXERAAR
EETIRE E

FRAERZECEHRBEEENR (BE) 2+

BRESHMT -

Intangible Tax
assets losses Total
W EE HIEERE gt
HK$’ 000 HK$’ 000 HK$’ 000
FAT FAT FAET
(11,647) 4,714 (15,098)
20 8,825 (2,270)
(1,001) 528 (1,306)
(12,628) 14,067 (18,674)
6,077 5,171 13,356
(54) 195 (31)
(6,605) 19,433 (5,349)

ERERBEEENABRABERRHIH
1T R M 35 A N SR FE 7 08 A [R) — T 755
BT HeEhEE - UTREKREY

BRI

HHREEZERFE -

The Group
AERE

2012 2011
HK$’ 000 HK$’ 000
FTET FAET
(24,782) (32,741)
19,433 14,067
(5,349) (18,674)



(@) The Group operates a Mandatory Provident Fund
Scheme (the “MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a
defined contribution retirement plan administered by
independent trustees. Under the MPF scheme, both
the employer and each employee are required to make
contributions to the plan at 5% of the employee’s
relevant income, subject to a cap of monthly relevant
income of HK$25,000 (2011: HK$20,000) by each
party. Contributions to the plan vest immediately.

(b)  Pursuant to the relevant labour rules and regulations in
the PRC, the Group participates in defined contribution
retirement benefit schemes (the “Schemes”) organised
by the relevant local government authorities, whereby
the Group is required to make contributions to the
Schemes at a rate ranging from 18% to 22% of the
eligible employees’ salaries. The local government
authorities are responsible for the entire pension
obligations payable to the retired employees.
The obligations are calculated based on a certain
percentage of the basic payroll.

The Company operates a share option scheme which was
adopted on 28 May 2010 (“Scheme”) for a period of ten
years commencing from 28 May 2010 whereby the directors
of the Company are authorised, at their discretion, to
invite employees of the Group, including directors of any
companies within the Group, to take up options to subscribe
for shares of the Company. The terms and conditions of the
grant are determined by the Board at the time of grant. The
exercisable period of an option is not to exceed a period
of ten years commencing the date the share options be
granted. The options give the holder the right to subscribe
for ordinary shares in the Company. A nominal consideration
of HK$1 is payable by the grantee upon acceptance of an
option. Options would be forfeited should the employee
leave the Group. All the existing share options were granted
under the Scheme.

@ AEBEREFEAGMELEST
ZEH - AREBEESEBEIZE
ZRERTHRHEATESE (M8
Beatall) - RESFHEHB
VEFRABEZEBEMBRFENRE
- RiIERESHE BRERERE
ESBABEEEZEBKRAZSY%
e R T B ABBEKAMN
25,000/ 7T (20114F : 20,0003 7T.)
B R - Mt 8L 2 R ANES 57
BEA -

(o) WREPEEELERAKRER &K
EE22HEGEBREHBRITEKEAS
By EBEEFEKREANTE ([
FETED c Bt AEEERE?
BEEBNFSRAZEFEELN T
18% ZE22% 1 i 3R o & Hh R T #
BHEMRRKEBZZ2HRAKREE
TEE ZESEXNIBREBEEAF S
ZREBDLLETE -

AN AR HA2010F5 A28 H Ay — T8 B iR
EEHE ([ 81)) - B2010F5H28H #E
FTREIOF - Bt - RARIESERRE
MERAEEEES (BEASEBETRK
BRAIZES) BREERE UREAX
NAIRD - BHZBEAREGRESS
REEREE BREZAT TITEHDT
SHRAEEKRER L BHETTF -
R T A ARMNREAQR LR -
ERERE AR ERBRERN &
IRHEBAREIB T - HEBBEHAN
EEH - RELIKBEBAERE - RBE A
BRERETRBETEIEDE -



(@) The terms and conditions of the share options that (@) UTAEHZE2012F12A31H IEF
existed during the years ended 31 December 2012 EFEZEIREZ G RIEHE - BT
were as follows and all options are settled by physical BEBREDRERERINRMOEE
delivery of shares:

Contractual Contractual
Vesting exercise ~ Number of life of
Date of grant condition Exercise period price options options
e
BHAH GRR% fTiEEm SHfTHEE BREXE SHEY
'000
T
Options granted to directors:
RrESZRRE:
- on 6 December 2011 Immediately 6 December 2011 to 5 December 2021 HK$0.276 12,000 10 years
— 20115127468 i 2011512368 £2021F 1258 0.276/ T 106
- on 6 December 2011 Immediately 6 December 2011 to 5 December 2021 (note (j) HK$0.276 144,000 10 years
~2011F12A68 e 2011512 A6R 22021512 A58 (Fi () 02765 10F

Option granted to employees:

BrREEZMmRE:

- on 6 December 2011 Immediately 6 December 2011 to 5 December 2021 HK$0.276 407,200 10 years
- 12011512A68 e 2011612 A6R 22021612 A5A 027637 10%

Total share options

BREaH 563,200

Note: Bt 5

The grant of the Options was conditional upon the passing of
the necessary resolution approving the proposed refreshment
pursuant to Rule 17.03 (3) at a special general meeting
which was subsequently held and approved the proposed

refreshment in January 2012.

BIEIRAIE17.03 Q)6 - BT HREE
PRBEHBAS LBBANEREER
WAEARBEHAGE BRSNS
REEBE - L A201261 A2
BEH -



(b) The number and weighted exercise prices of share
options are as follows:

Outstanding at beginning REMHARITHE
of the year

Granted during the year FARH

Exercised during the year FRTE

Lapsed during the year FRK

Outstanding at the end of the year ~ RERHRITHE

Exercisable at the end of the year ~ REXRA] F171E

The weighted average share price at the date of exercise
of the shares options during the year was HK$0.270 (2011:
HK$0.456).

The options outstanding at 31 December 2012 had an
exercise price of HK$0.276 (2011: HK$0.375, HK$0.189,
HK$0.180, HK$0.390 and HK$0.276) and a weighted
average remaining contractual life of 8.93 years (2011: 1.36
years).

(c) Fair value of share options and assumptions
The fair value of services received in return for share
options granted is measured with reference to the fair
value of share options granted. The estimate of the
fair values of the share options is measured based
on Binomial lattice option pricing model. Lives of the
options are incorporated into the model.

(b) MBREZBE RMMETEENT

2012 2011

Weighted Weighted
average Number average Number
exercise of share exercise of share
price options price options

IEEY T 19
TiEE RBREXE 1B BREZHE
HK$ ’000 HKS 000
EI T BT )
0.317 1,355,940 0.351 711,840
- - 0.276 703,700
0.270 (137,000) 0.234 (69,600)
0.362 (655,740) - -
0.276 563,200 0.317 1,355,940
0.276 563,200 0.322 1,211,940

TR BREETES B ZNEFHRK
B /50.270/8 7T (20114 : 0.456/57T) ©

R2012F 128318 » WARITHEHEREZ
T1F {8 £0.276/8 JL(20114F : 0.375/%
7T~ 0.189% 7T ~ 0.180/% JT ~ 0.39078 7T
%0276 L) F MMEFHBRTELNF
HA 58.934F (20114F : 1.364F) °

(c) BREZAFERRR
BERRNBERERESRE AT
BN2EMRLBREZ X FER
E-BREZAFENRE_BAN
Bl ROE E B EAMAR - ZBRA
EREREFHFAEEA -



(c) Fair value of share options and assumptions
(Continued)
Fair value of share options and assumptions

Date of grant
RHEBH

Fair value at measurement date

RETERHZRAFE

Share price
i (B

Exercise price

1T1EE

Expected volatility
& B R

Expected life
TEHA6F HA

Expected dividends
TEHARR B

Risk-free interest rate (based on the yields to maturity
of Hong Kong Exchange Fund Note)
mERNE(KEBIINEESRBIHREETE)

The expected volatility was based on the historical volatility
(by reference to the weighted average remaining life of
the share options), adjusted for any expected changes to
future volatility by reference to publicly available information.
Expected dividends were based on historical dividends.
Changes in the subjective input assumptions could
materially affect the fair value estimate.

The Group recognised total expenses of HK$60,000,000
in respect of the equity-settled share-based payment
transactions in 2011 (note 8(b)).

(c) MREZAFERRE(E)
BREZ A FERERR

6 December 2011
20115F12H6H

HK$0.086
0.086/& 7T

HK$0.275
0.275% 7T

HK$0.276
0.276%8 7T

51.52%

10 years

104

0%

1.389%

BERE T AESL KB REE (2RE
P Z M FORGFRFTE) Ak
RARABERZEHARKKEZE(E
HAAE o MR B TRE LB RIKE
TEBRRZED A Y QN FEGBK
EARE-

20114 » REBERE BB AL E N
Rz R 5 2 485 160,000,000%
7t (B 5E8(0)) -



(a) Share capital

(i) Authorised and issued share capital

Authorised
Ordinary shares of
HK$0.01 each

Issued and fully paid

Ordinary shares of HK$0.01 each

At beginning of the year
Shares issued on exercise of
warrants (ii)
Shares issued under
share option scheme (iii)
Shares issued on
acquisitions (iv)
Shares issued on placing (v)
Share issued on conversion of
convertible notes (vi)

At end of the year

EE
BRMEEC.01E T
ZEER

ERTRAR

R EE0.01E T
2Rk
REF]
TR E
AT IR (i)
RERER BB
1% 17 (i)
FhUREE BT AR 12 (iv)
RELEEITRGWV)
BRI EE R

BT IR (Vi)

RER

(a B=F
() EEREEFTRA
The Company

AAT
2012 2011
Number of Number of

shares Amount shares Amount
BirEE &8 [l 1n &1 B k-
’000 HK$’ 000 000 HK$’ 000
TR FER TR T
25,000,000 250,000 25,000,000 250,000
12,019,078 120,190 9,141,478 91,414
- - 10,000 100
137,000 1,370 59,600 596
- - 312,000 3,120
200,000 2,000 - -
- - 2,496,000 24,960
12,356,078 123,560 12,019,078 120,190

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual
assets.

(i) Shares issued on exercise of warrants

During 2011, 10,000,000 warrants were exercised to
subscribe for 10,000,000 ordinary shares in the Company at
a consideration of HK$2,200,000 of which HK$100,000 was
credited to share capital and the balance of HK$2,100,000
was credited to the share premium account. HK$100,000
was transferred from the warrant reserve to the share
premium account accordingly.

BBREFAABREBAREIR S -
VHEARRBAE LBRAIE-REERE -
EEBRBARRZHRTEEZAR

(i)  TTIERIRIEE T 27T IR (7

20114 » 10,000,000 R EED
JE 7T {F LA 3R B8 AN A R]10,000,0000% &
B KR8 A2,200,000/8 T E &
100,000 7T & A R A&+ #; 72,100,000
BIET AR R ERR o It © 100,000/8
TEBERREBEFEEREEZRMNEER -



(@) Share capital (Continued)

(iii) ~ Shares issued under share option scheme

During 2012, 137,000,000 options were exercised to
subscribe for 137,000,000 (2011: 59,600,000) ordinary
shares in the Company at a consideration of HK$36,948,000
(2011: HK$13,953,000) of which HK$1,370,000 (2011:
HK$596,000) was credited to share capital and the balance
of HK$35,578,000 (2011: HK$13,357,000) was credited
to the share premium account. HK$11,205,000 (2011:
HK$1,297,000) was transferred from the share option
reserve to the share premium account in accordance with
accounting policy set out in note 4(q)(ii).

(iv)  Shares issued on acquisitions

On 9 December 2011, the Company’s issued share capital
was increased by HK$3,120,000 through the issue of
312,000,000 shares as an incentive consideration for the
acquisition of subsidiaries in 2010 as disclosed in the
Company’s announcement dated 15 November 2011. The
fair value of these shares based on the closing market price
of HK$0.28 per share on 9 December 2011 amounted
HK$87,360,000. The premium on the issue of new shares
amounted to HK$84,240,000 was credited to the share
premium account.

(v)  Shares issued on placing

During 2012, 200,000,000 ordinary shares were subscribed
at HK$0.15 per share with proceeds of HK$30,000,000.
Accordingly, the Company’s issued share capital was
increased by HK$2,000,000 and the balance of the
proceeds of HK$28,000,000 was credited to the share
premium account.

(a) K& (&)

(i) IRIBREE EETRG

20124 » 137,000,00017 & B #E C &
771 LA SR B8 K 2 B1137,000,0008% (2011
% :59,600,0000%) @I REA
36,948,000/ 7T (20114F : 13,953,000
o) E&1,370,000% 5T (2011
F 596,000 L) sT ABRA - T
35,578,0007 7T (20114F : 13,357,000
BIL) FE AR & B AR o 1B 1 MY 5E4(q)(i)
Fr#l 2 & 5B © 11,205,0007 7T (2011
F:1,297,0008 L) E B R RFHEES
BERMDGBER-

(v) B IE TR (7

R2011F 12898 + & @ & 17
312,000,000 % 15 A 1E & 7220104 Ik
BB AR 2 ZERE (WAQF B H
B2011F11B15B Z R ATEE) -
RNA A 2B T RAE 13,120,000
T e ZFE R 2~ ¥ 1E &87,360,00078
JTc JhER2011F12AB 2 KT B E
fRO.28ETTETE - BITHRMD 2 5E A
84,240,000/ 7T * EFFARM EER °

) REEZFTKG

M20124 » 200,000,000 & @ i% 1% &
fROASE L2 BRERE  FIBRER
30,000,000/ 7T - E It » R A GElZ B #
77 B AS 32 A12,000,0005%8 7T M BT 15 7008
#:%828,000,000/8 L E AT ARRD B ERR ©



(@) Share capital (Continued)

(vi)  Shares issued on conversion of convertible notes
During 2011, certain convertible notes were converted
to subscribe for 1,560,000,000 and 936,000,000
ordinary shares in the Company at a consideration
of HK$780,000,000 and HK$468,000,000 of which
HK$15,600,000 and HK$9,360,000 were transferred
to share capital and balances of HK$764,400,000 and
HK$458,640,000 were transferred to the share premium
account from the convertible note equity reserves
respectively. The direct costs of HK$15,716,000 were
debited to the share premium account.

(vii) Lapse of vested warrants

During the year, there were 344,000,000 and 20,000,000
outstanding unlisted warrants (the “Warrants”) issued by the
Company on 3 June 2010 and 7 June 2010 respectively,
conferring rights to subscribe for ordinary shares of the
Company at a subscription price of HK$0.22 per share
during a period of 24 months commencing from the date of
issue of the Warrants. The Warrants were unexercised and
lapsed upon the expiration of their exercise periods on 2
June 2012 and 6 June 2012 respectively.

(viii) Qutstanding warrants

As at 31 December 2012, there are 250,000,000
outstanding unlisted warrants issued by the Company on 10
November 2010 conferring rights to subscribe for ordinary
shares of the Company at a subscription price of HK$0.53
per share during the exercise period on and after 22
January 2011 and up to and including 10 November 2014,

(ix) Lapse of vested share option

During the year, 655,740,000 share options lapsed.
Particulars of the share options of the Company are set out
in the section “Share Option Schemes” in this report.

(a) K& (&)

(vi) EEIEO] IR R B IR S TRR (7
20115 - BEFTAMBREEBEEDERA
A780,000,000/% 7t &% 468,000,000/
T2 R E 5 B #1,560,000,000% K&
936,000,000 A R Al E@ARD - E AR
15,600,000 7T % 9,360,000/ 7T E &
B ERR A - $% ~764,400,000% T &
458,640,000/ 7L B, 7 Bl #¢ 7] #2 IR i 4
miEEEEERMNEER 15,716,000
BILHEEKABTARDGEERBES -

(i) EEFBIRRIEREZ AN

FA - ARA DRI HR2010F683H A
20106 A7H BT AR E/THEMIE LT
RRER ([#EE]) (AR TENE B
REERT AR AE A BEANIRRE
BERBKRH022BTREBEBARANE R
% 17 ) $£344,000,0001% 120,000,00017
2 BIR201266 A28 K2012F6 A6H H
TEERERM 18 RETTIE KK -

(vii)) FRIETT (& 0958 % 1 75
M2012%F12A31H » K2 aAHR2010511
FA10R BT M T # A 82011461 H22
HHEEAEZ2014F11 108 (B23EE H) 1t
TERAEANERBESRRM0.53E T
REARANETRBR G M ARETENIE
R ERE 5250,000,000157 °

(ix) EEBEREZ X

F A 655,740,0001) AR HEE KA o &K
NABREZFBHI R RER [
BetEsT Sl 12D o
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33. CAPITAL AND RESERVES (Continued)

33. EARNGEE (E)

(b) The Company (b) EAT
Convertible
Share Share  Contributed Share option Warrant  note equity Accumulated
capital  premium surplus reserve reserve reserve losses Total
PhEE  TRRER
R RBEE  S9RR EREGE fiff  EhRE  RER Lh)
Notes  HK$'000 HK$ 000 HKS 000 HKS' 000 HK$ 000 HKS' 000 HK$' 000 HK$ 000
it TiEn TEn TEn T TEn Thn Tén TEn
At1 January 2011 RONE1A1R 91414 1,935,448 81,043 32,366 4,990 780,000 (458,016) 2,467,245
Shares issued on exercise IERREZEEARG
of warrants 33a)(if 100 2,200 - - (100 - - 2,200
Issue of convertible notes ITRREE - - - - - 32,480 - 32,480
Shares issued under share ~ REREHERIKS
option scheme 33a)i) 506 14,654 - (1,297) - - - 13,958
Conversion of convertible notes  THRRER 2 E# B 24960 1,207,324 - - - (312,480 - 49,804
Shares issued on acquision  SEAERTRMA 33(ai) 3120 84,240 - - . - - 87,380
Issue of share options ke R - - - 60,000 - - - 60,000
Loss and total comprenensive ~ REEBEREE
income for the year YaE% - - - - - - (86,924 (86924)
At 31 December 2011 R0t 1123318 10100 323866 81048 91060 489 - %) 2996118
Shares issued under share  RETR st 2% A RN
option scheme 33(a)ii) 1,370 46,783 - (11,200) - - - 36,948
Shares issued on RREXTHRA
lacing Bl 2000 28000 - - - - S0
Release upon lapse of REE L ERE
vested share option KBER 33(ax) - - - (31,844) - - 31,844 -
Release upon lapse of NER ARER
Vested warrants KisER 33(a)vi) - - - - (3,640) - 3640 -
Loss and total comprehensive  AFEEERZE
income for the year Wi - - - - - - (52967 (52,967)
At 31 December 2012 2012512318 123560 3,318,649 81,043 48,020 1,260 - (562,423 3,010,099

(c) Nature and purpose of reserves

(i) Share premium

Share premium represented premium arising from the issue
of shares at a price in excess of their par value per share.
Share premium is not distributable but may be applied in
paying up unissued shares of the Company to be issued to
equity holders as fully paid bonus shares or to provide the
premiums on repurchase of own shares.

Annual Report 2012 e Sino Oil and Gas Holdings Limited

(c) REMHERRE

) KEE

B fn it (B 45 A BB H B 0 & AR T (B (B A% 3%
TROMEEZEE - RNDEETAT S
IRAB R] BAEBUS A R B 1E RBUR ALY
A AABRTZRETRNDIRE
B A & B2 R B -



(c) Nature and purpose of reserves (Continued)
(i) Contributed surplus

Contributed surplus arose when the Company issues shares
in exchange for the shares of subsidiaries being acquired,
and represented the difference between the nominal value
of the Company’s shares issued and the value of net assets
of the subsidiaries acquired under the group reorganisation
in 1999 in preparation for the listing of the Company’s
shares on The Stock Exchange of Hong Kong. Under the
Companies Act 1981 of Bermuda, contributed surplus is
available for distribution to equity holders. However, the
Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus if:

- it is or would after the payment, be unable to pay its
liabilities as they become due; or

— the realisable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share
capital and share premium account.

(iii)  Share option reserve

The share option reserve represented the fair value of the
actual or estimated number of unexercised share options
granted by the Company and recognised in accordance with
the accounting policy adopted for share-based payments as
set in note 4(q)(ii).

(iv)  Warrant reserve
Warrant reserve represented the equity component of
warrants issued by the Company.

(v)  Convertible note equity reserve

The reserve represented the equity component (i.e. option
to convert the note into shares) of convertible note issued
by the Company.

(vi)  Exchange reserve

The exchange reserve comprised all foreign exchange
differences arising from the translation of the financial
statements of operations outside Hong Kong which were
dealt with in accordance with the accounting policy as set
out in note 4(p).

(d) Distributability of reserves

At 31 December 2012, the Company had no reserves
available for cash distribution and/or distribution in specie.
Under the Bermuda Companies Act 1981, the Company’s
contributed surplus in the amount of HK$81,043,000 (2011:
HK$81,043,000) is currently not available for distribution.
The Company’s share premium account in the amount
of HK$3,318,649,000 as at 31 December 2012 (2011:
HK$3,243,866,000) may be distributed in the form of fully
paid bonus shares.

(c) EEHERRAEE)

(i) A EE
RRBZHANBERR A A RAZHITRAD
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ARNRDETRND EERI999F RE
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Acquisition of subsidiaries during the year ended
31 December 2011

Kenwin Global Limited

On 4 November 2011, the Group indirectly acquired a
100% equity interest of Xian Lilong Petroleum Extraction
Technology Limited (“Xian Lilong”) by acquiring a 100%
equity interest of Kenwin Global Limited and Trillion
International Petroleum Extraction Technology Limited
(“Kenwin Group”), the ultimate holding and immediate
holding company of Xian Lilong. The acquisition was
accounted for as purchase of assets and assumption of
liabilities since the operation of Xian Lilong did not constitute
a business for accounting purpose in that its mainly activity
is to hold the operating rights of the Jinzhuang Oil Field.
Details of the cost of net assets acquired were as follows:

HE2011F12A31B ILEE R R
MEBAT

Kenwin Global Limited
MR2011F11 A48 - A& EFE B U E
Kenwin Global Limited X F| 2 5 B £ Jd
FEE AR A A ([Kenwink B ) (F
ZFE A ERREMTER AR ([FEZF
B ZEEEBRABTREEERAR)
100%& # T ) = U B 78 %2 FI F£100% 1%
E-HRAZNECIEEXEB AR A S
Mz &% RgeEpgstmsa
TR —BER  BWULBEREBERIER
BEEERFAEBBEAKR FIKEEE
FEZKAFEINAT

HK$’ 000
FET
Property, plant and equipment (note 16) Y - WS REE (HiE16) 35,078
Intangible assets (note 18) mp A E (1) 197,157
Other receivables E b pE W 5008 3,648
Cash and cash equivalents ReMBRSEEY 423
Other payables and accruals Hih R RIBRTEIRER (5,442)
230,864
Satisfied by: SRAR

Cash consideration paid BENEERE 39,862
Cash consideration payable (note 27) FER IR & RAE (B 3E27) 9,002
Transfer of refundable deposits AR AR S E R 60,000
Assignment of notes receivable EEREWEE 122,000
230,864

Net cash outflow arising from acquisition: FEUWEEAE 2B R EE
Cash consideration paid ENBESRE (39,862)
Cash and cash equivalents acquired TR RIS EEBY 423

(39,439)



The Group currently has two production sharing
arrangements and two development contracts in respect
of the development and production and development of
coalbed mathane, crude oil and natural gas in the PRC.

()  On 28 March 2006, OEl (which the Group acquired
on 15 November 2010) entered into the Sanjiao PSC
with China United Coalbed Methane Corporation Ltd
(“CUCMCL") (the “PRC partner”) for the exploration,
development, production and sale of the coalbed
methane and other related or derivative products that
may exist in a total exploration area of approximately
383 square kilometers subject to reduction in
accordance with the Sanjiao PSC located in the Erdos
Basin of Shanxi and Shaanxi Provinces in the PRC (the
“Contract Area”).

Pursuant to the Sanjiao PSC, OEl is engaged as the
foreign partner and operator to provide the necessary
technology know how and assign its competent
experts to explore, develop, produce and sell coalbed
methane or coalbed methane products extracted from
the Contract Area. OEl and the PRC partner have
formed a joint management committee as required
under the Sanjiao PSC and appointed representatives
as members of the committee (the “Joint Management
Committee”). The Joint Management Committee is
responsible to oversee the operation in the Contract
Area.

In April 2009, CUCMCL transferred all of its interest
and associated obligations with respect to certain
gas fields, including the areas covered by the Sanjiao
PSC, to PetroChina. The transfer was approved by the
State-owned Assets Supervision and Administration
Commission of the State Council. PetroChina joined
the Joint Management Committee of the Sanjiao PSC.
after replacing CUCMCL as the PRC partner.

Under the Sanjiao PSC, the development of the
Contract Area is divided into the exploration phase
and production phase. OEl is required to conduct
core testing and run pilot production to ascertain the
potential commercial value of the coalbed methane
field in the planned exploration area.
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(Continued)

The exploration phase has an initial term of four years
and expired on 1 July 2010. The PRC partner has
extended the exploration period to 30 June 2012 in
order to develop a larger production scale. Based
on the supplementary agreement of the Sanjiao PSC
dated 28 October 2010, the exploration period was
extended to 6 years to 30 June 2012. The exploration
period has been further extended to 30 June 2014
by way of a further supplementary agreement of the
Sanjiao PSC dated on 6 July 2012.

All costs incurred in the exploration phase shall be
borne by OEl. The project will enter the production
phase once OEl has obtained the approval of the ODP
from NEA.

On commencement of the production phase, all the
development and operating costs shall be borne as
to 70% by OEl and 30% by the PRC partner, except
if the PRC partner chooses not to participate in a
particular site. If the PRC partner chooses not to
participate in a particular site, all the development and
operating cost will be fully borne by OEl. Also, the
PRC partner’s participation can be less than 30% for
certain wells in respect of which the PRC partner will
not need to bear the development costs or will bear at
a specifically agreed percentage. As a result, the profit
sharing ratio will be adjusted according to their actual
participating interest in the coalbed methane field.

The Sanjiao PSC has a term of thirty years, with
production period not more than twenty consecutive
years beginning from the date of commencement
of commercial production to the expiry date of the
production period as specified in the ODP, unless
production is suspended or abandoned in accordance
with the Sanjiao PSC or under special circumstances,
the production period can be extended with the
approval of the relevant PRC authority.
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(Continued)

The Sanjiao PSC is currently in the exploration stage.
As explained in note 3(b), in May 2012, the ODP
was submitted to the NEA by the PRC partner of the
project, PetroChina. The Group received a reply from
NEA, which gave consent on the preliminary work on
the development of the Sanjiao PSC in August 2012.
The Group anticipates to obtain full approval of ODP
from NEA in the fourth quarter of 2013.

In May 2010, the Group entered into an operation
agreement with an independent PRC third party (the
“PRC Party”) for the exploration, development and
production of crude oil and natural gas that existed
in an exploration area located in Shaanxi Province
in the PRC (the “Jinzhuang Oil Field”) for the period
from 1 May 2010 to 31 July 2011. The PRC Party is
a party to a production sharing contract with a State-
owned enterprise for the exploration, development
and production of crude oil and natural gas in the
Jinzhuang Oil Field (the “Jinzhuang PSC”) for a period
up to 2025. Pursuant to the operation agreement,
the Group was engaged as the operator to explore,
develop and produce crude oil and natural gas from
the oil field. The Group bored all development and
operation costs and shared 95% of the income from
sale of crude oil and the entire income from the sale
of natural gas extracted from the Jinzhuang Oil Field.
The operation of the Jinzhuang Oil Field was jointly
controlled by the Group and the PRC Party. At the
same time, Kenwin Group based in Hong Kong,
acquired the rights and obligations of the Jinzhuang
PSC from the PRC Party. The Group signed a
memorandum of understanding (“MOU”) with the
owner of Kenwin Group and paid an interest free and
refundable deposit of HK$60,000,000 to the owner
such that the Group had the option to acquire the
entire equity interest of Kenwin Group.
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(i)

(Continued)

In June 2011, the Group and the PRC party agreed
to extend the operation period to 31 October 2011.
In November 2011, the Group acquired the Jinzhuang
Qil Field by acquiring 100% equity interest in Kenwin
Group as detailed in Note 34. The refundable deposit
was applied as part of consideration paid to the
owner of Kewin Group. The advance payments of
HK$56,656,000 were either utilised for development
or refunded to the Group and the amount of
HK$105,802,000 was transferred from other assets
to property, plant and equipment as oil and gas
properties.

The Group’s interests in the Sanjiao PSC and the
Jinzhuang PSC constitute jointly control operations
and are accounted for in accordance with the
accounting policy as set out in note 4(f).

During 2009, the Group acquired through a transfer
agreement and an assignment agreement the rights
and obligations to participate in two oil exploitation
projects for the exploitation, development and
production of a number of oil wells, each for a period
up to 2023. The oil wells of these projected are
separately located in Liuluoyu, Shannxi Province,
the PRC (the “Liuluoyu Oil Field”) and in Yanjiawan,
Shannxi Province, the PRC (the “Yanjiawan Oil
Field”). The Group also acquired, under the transfer
agreement and assignment agreement, the business
assets including oil and gas properties, the rights to
use the on site plant, machinery and facilities for the
exploration, evaluation and development, and assumed
the liabilities associated these oil fields.

As advised by the Company’s PRC legal advisers,
the Group is entitled to the rights and obligations
of the development contract and participate in the
exploitation and production of crude oil in the Liuluoyu
Qil Field and Yanjiawan Qil Field. Since the Group has,
in practice and substance, the power to govern the
financial and operational policies over the operation of
the oil fields, the Group incorporated the results of the
oil production and the related assets and liabilities of
these ail fields into its financial statements.
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During 2012, interest on borrowings of HK$31,738,000
(2011: HK$4,555,000) was capitalised as gas
exploration and evaluation assets (note 8(a)).

During 2012, provision for environmental restoration
and decommission costs was decreased by
HK$161,000 (2011: increase of HK$1,132,000) and
included in the gas exploration and evaluation assets
(note 17).

During 2012, the Group settled the consideration
for the acquisition of Superb Group by cash of
HK$24,800,000 and the balance of HK$12,400,000
remained outstanding and included in “Other payables
and accruals” (note 27) as at 31 December 2012.

During 2011 and as set out in note 34, the Group
settled the consideration for the acquisition of Kenwin
Group by (i) transfer of refundable deposit paid to
the vendor of HK$60,000,000 from other assets; (i)
assignment of a note receivable of HK$122,000,000
to the vendor; and (iii) cash of HK$48,864,000 of
which HK$39,862,000 was paid and the balance of
HK$9,002,000 remained outstanding and included
in “Other payables and accruals” (note 27) as at 31
December 2011.

During 2011, the Group allotted and issued
312,000,000 ordinary shares as incentive shares for
the acquisition of subsidiaries in 2010 as disclosed in
the Company’s announcement dated 15 November
2011.

During 2011, other assets amount of HK$105,802,000
was transferred to property, plant and equipment as
oil and gas properties.
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The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for
owners and benefits for other stakeholders, by pricing
products and services commensurately with the level of risk
and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between higher
owners’ returns that might be possible with higher levels
of borrowings and the advantages and security afforded
by a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions.

Consistent with industry practice, the capital structure of the
Group consists of net debts, which include other payables
and accruals, provisions and borrowings, net of cash and
cash equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves.

The directors review the capital structure regularly. As part
of this review, the directors consider the cost of capital
and the risks associated with class of capital. Based on
recommendations of the directors, the Group will balance its
overall capital structure through payment of dividends, new
share issue as well as the issue of new debts or repayment
of existing debts.
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37. CAPITAL MANAGEMENT (Continued)

Notes to the Financial Statements

The net debts-to-equity ratios at 31 December 2012 and

2011 were as follows:

29 3% % % 9%

37. EXER (&)

MR2012F K2011FE12A31H 2 &% FE
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The Group
x&EH

2012 2011
HK$’ 000 HK$’ 000
THET FHEIT

Total debts: B4R
Other payables and accruals HEfib T RTERE R 442,561 546,149
Borrowings BE 461,573 307,980
Provisions BE 971 1,132
905,105 855,261
Less: Cash and cash equivalents B ReRReEEY (71,114) (344,451)
Pledged bank deposits BHEIRRITER (7,954) -
Net debts BB RE 826,037 510,810
Equity R 3,023,174 3,060,956
Net debts-to-equity ratio B FEEERL X 27% 17%

Neither the Company nor any of its subsidiaries are subject

to externally imposed capital requirements.
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In the application of the Group’s accounting policies, the
directors are required to make judgement, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period or in the period of
the revision and future periods if the revision affects both
current and future periods.

(@) Critical judgements in applying the Group’s
accounting policies
(i) Participation in oil and gas exploitation and production
in the PRC
By way of a transfer agreement and an assignment
agreement, the Group acquired the rights and obligations
of several development contracts. Each development
contract enables the Group to participate in an oil and
gas exploitation project to produce crude oil and natural
gas in an oil field in the PRC. Significant judgement is
required from the directors that the Group has the rights
to participate in, and the power to govern the financial and
operational policies of the exploitation and production of
crude oil and natural gas in oil fields in the PRC so that
the Group is entitled to consolidate the results from the
operation of these oil exploitation projects into the results of
the Group.
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(@) Critical judgements in applying the Group’s
accounting policies (Continued)
(i) Acquisition of subsidiary
Business combinations are accounted for using the
acquisition method. The cost of an acquisition is measured
as the aggregate of the consideration transferred, measured
at acquisition date fair value and the amount of any non-
controlling interest in the acquiree. When an entity acquires
an asset or a group of assets, careful analysis is required
to identify whether what is acquired constitutes a business
or represents only an asset or a group of assets that does
not constitute a business. The determination of whether
a particular set of integrated activities and assets is a
business may require significant judgement.

(i) Units of production for depreciation and amortisation
Oil and gas properties are depreciated and intangible assets
are amortised using the units of production method over
total proved developed and undeveloped oil reserves. This
results in depreciation and amortisation charge proportional
to the depletion of the anticipated remaining production
from the field. Each item’s life, which is assessed annually,
having regard to both its physical life limitations and to
present assessments of economically recoverable reserves
of the field at which the asset is located. These calculations
require the use of estimates and assumptions, including the
amount of recoverable reserves. The calculation of the units
of production rate of depreciation and amortisation could be
affected by actual future production which may differ from
current forecast production based on total proved reserves.
Changes to proved reserves could arise due to changes
in the factors or assumptions used in estimating reserves,
including price assumptions. If there is any changes in
the assumptions used, the calculation will be changed
prospectively.
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(@) Critical judgements in applying the Group’s
accounting policies (Continued)
(iv)  Capitalisation of exploration and evaluation assets
The application of the Group’s accounting policy for
exploration and evaluation expenditure requires judgement
in determining whether it is likely that future economic
benefits are likely either from future exploitation or sale or
where activities have not reached a stage which permits
a reasonable assessment of the existence of reserves.
The determination of reserves and resources is itself
an estimation process that requires varying degrees of
uncertainty depending on sub-classification and these
estimates directly impact the point of deferral of exploration
and evaluation expenditure. The deferral policy requires
management to make certain estimates and assumptions as
to future events and circumstances, in particular whether an
economically viable extraction operation can be established.
Any such estimates and assumptions may change as
new information becomes available. If, after expenditure
is capitalised, information becomes available suggesting
that the recovery of the expenditure is unlikely, the relevant
capitalised amount is written off in profit or loss in the
period when the new information becomes available.

(v)  Going concern assumption

Management makes an assessment of the Group’s ability
to continue as a going concern when preparing the financial
statements. The Group is dependent upon the approval of
the ODP by the NEA and the successful implementation and
outcome of the measures as set forth in note 3(b) in order
to meet the Group’s future working capital and financing
requirements. In assessing whether or not the going
concern assumption is appropriate, management takes into
account all available information about the future, which
is at least but is not limited to, twelve months from the
approval date of the financial statements. If the Group were
unable to continue as a going concern, adjustments relating
to the recoverability and classification of recorded assets
and liabilities may need to be incorporated in the financial
statements.
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(b) Key sources of estimation uncertainty

In the process of applying the Group’s accounting policies
which are described in note 4, management has made
certain key assumptions concerning the future and other
key sources of estimated uncertainty at the end of reporting
period, that may have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, as discussed below.

(i) Impairment test of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating unit to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from
the cash-generating units and also to choose a suitable
discount rate in order to calculate the present value of those
cash flows.

(i) Impairment of property, plant and equipment

The recoverable amount of an asset is the greater of its
net selling price and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset, which requires
significant judgement relating to level of revenue and
amount of operating costs. The Group uses all readily
available information in determining an amount that is a
reasonable approximation of the recoverable amount,
including estimates based on reasonable and supportable
assumptions and projections of revenue and operating
costs. Changes in these estimates could have a significant
impact on the carrying value of the assets and could result
in additional impairment charge or reversal of impairment in
future periods.
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(b) Key sources of estimation uncertainty
(Continued)
(iii)  Impairment of receivables
The Group performs impairment review for doubtful debts
based upon evaluation of the recoverability of the trade
receivables and other receivables, where applicable, at
each the end of reporting period. The estimates are based
on the ageing of the trade receivable and other receivables
balances and the historical write-off experience, net of
recoveries. If the financial condition of the debtors were
to deteriorate, additional impairment allowance may be
required.

(iv) Income taxes and deferred taxation

The Group is subject to income taxes in a number
of jurisdictions. Significant judgement is required in
determining the provision for income taxes. Transactions
and calculations may exist for which the ultimate tax
determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated
tax issues based on estimates of whether additional taxes
will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised to the extent
that management considers it is probable that future
taxable profit will be available against which the temporary
differences or tax losses can be utilised. Where the
expectation is different from the original estimate, such
differences will impact the recognition of deferred tax assets
and tax in the periods in which such estimate is changed.

(b) fEFFFAHAMERZERER
(&)
(i) JER IR E
REeEREHEERK  ~NEEREY
P LA B T % L A MK R R (et 3R ) RT MR
B2 AR RFETRER - ZF
& TO AR 5 1 Ui AR 7 % Lt 7 LA PR R A
Rz IR FOBE I RIEL - WK
Yoz 508 o MERA BRI EE
AR RE R B AF B INRE B

(v) FrigHRELE
AEBBARNE TEVEAER ZFAEH -
ETMEHARSESEFELERHE -
HERGRFAETEFERREBBRET
HUABERERE AEERRESTH
BB BB ARG F
HAEXZAB MZEEEIHEHR
BREREEBNCRZEETR - MZF
ERNEFEFLBARREHNMZAE
i B AR SE T TR AR ©

BN EIEE R R R L R E M 7 BE
RIBHE R ZENTIBEE - NER R
ETEREZBANEBEREAR ZETR
HEE - WEHBHNRRAMGE  AlF
BEESN ARG 2D HATER
EMIREERVIAZHER -



(b) Key sources of estimation uncertainty
(Continued)
(v)  Contingencies
Periodically, the Group assesses potential liabilities related
to any lawsuits or claims brought against the Group or
any asserted claims. Although it is typically very difficult
to determine the timing and ultimate outcome of such
actions, the Group uses its best judgement to determine
if it is probable that it will incur an expense related to the
settlement or final adjudication of such matters and whether
a reasonable estimation of such probable loss, if any,
can be made. In accordance with HKAS 37, Provisions,
Contingent Liabilities and Contingent Assets, the Group
accrues a liability when it believes a loss is probable and
the amount of loss can be reasonably estimated. Due to
the inherent uncertainties related to the eventual outcome
of litigation, although the Group believes that the estimates
and judgement are reasonable, it is possible that certain
matters may be resolved for amounts materially different
from any estimated provisions or previous disclosures.

(vi)  Oil and gas reserves

Engineering estimates of the Group’s oil and gas reserves
are inherently imprecise and represent only approximate
amounts because of the subjective judgement involved
in developing such information. There are authoritative
guidelines regarding the engineering criteria that have to
be met before estimated oil reserves can be designated as
‘proven’ and ‘probable’. Proven and probable oil and gas
reserve estimates are updated on regular intervals taking
into account recent production and technical information
about each oil and gas field. In addition, as prices and cost
levels change from year to year, the estimate of proven and
probable oil and gas reserves also changes. This change is
considered a change in estimate for accounting purposes
and is reflected on a prospective basis in the related
depreciation rate and amortisation rate of oil and gas
properties and intangible assets respectively.
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38. CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (Continued)

(b) Key sources of estimation uncertainty
(Continued)

(vi)  Oil and gas reserves (Continued)

Despite the inherent imprecision, engineering estimates are

used in determining depreciation and amortisation charges

and impairment losses. The oil and gas properties and

operation rights are amortised using the units of production

method based on the proven and probable oil and gas

reserves.

(vii)  Estimation of impairment on exploration and evaluation
assets

The Group tests the exploration and evaluation assets
for impairment according to accounting policies stated in
notes 4(i) and 4(r). The assets are reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount of the assets exceeds its
recoverable amount. The recoverable amount of an asset
or a cash generating unit is determined based on value-
in-use calculations which require the use of assumptions
and estimates. While conducting an impairment review of
the assets, the Group makes certain judgement in making
assumptions about the future gas prices and production
costs, changes in these estimates may result in significant
variance to the statement of comprehensive income.

Annual Report 2012 e Sino Oil and Gas Holdings Limited
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(b) Key sources of estimation uncertainty
(Continued)
(viij) Estimation of assets retirement obligations
Provision is recognised for the future decommissioning
and restoration of oil and gas properties. The amount of
provision recognised is the present value of the estimate
future expenditure. The estimation of the future expenditure
is based on current local conditions and requirements,
including legal requirements, technology, price level, etc.
In addition to these factors, the present value of these
estimated future expenditure is also impacted by the
estimation of the economic lives of oil properties. Changes
in any of these estimates will impact the operating results
and the financial position of the Group over the remaining
economic lives of the oil and gas properties.

(ix)  Recognition of share-based expenses

The Company has granted share options to directors and
employees. Management has used valuation model to
determine the total fair value of the options granted, which
is to be expensed over the vesting period. Significant
judgement, such as risk free rate, dividend yield and
expected volatility and expectations of early exercise, is
required to be made by management as the parameters for
applying the valuation model. Accordingly, any changes to
the variables adopted may materially affect the estimation of
the fair value of share options.
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Exposure to credit, liquidity, interest rate, currency risks
and commodity price risk arises in the normal course of the
Group’s business. These risks are limited by the Group’s
financial management policies and practices described
below.

(@) Credit risk

Credit risk is the risk of financial loss to the Group if a
customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises primarily from
the Group’s trade and other receivables and cash at banks.

() Trade and other receivables

The Group’s credit risk is primarily attributable to trade
and other receivables. Management has a credit policy in
place and the exposures to these credit risks are monitored
on an ongoing basis. As at 31 December 2012 and 2011,
the Group had a significant concentration of credit risk as
100% (2011: 100%) of total trade receivables was from one
customer.

(i) Cash with banks

The Group limits its exposure to credit risk by placing
cash and deposits with financial institutions that meet
the established credit rating or other criteria. Given these
high credit ratings, management does not expect any
counterparty to fail to meet its obligations.
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(b) Liquidity risk

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet
its liabilities when due, without incurring unacceptable
losses or risking damage to the Group’s reputation.

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surpluses and the raising of loans
to cover expected cash demands, subject to approval
by the Company’s board when the borrowings exceed
certain predetermined levels of authority. The Group’s
policy is to regularly monitor its liquidity requirements and
its compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines of
funding from major financial institutions to meet its liquidity
requirements in the short and longer term.
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(b) Liquidity risk (Continued)

The contractual maturities of financial liabilities are shown as

below:

The Group

F5HE

2012

Non-derivatives:
Other payables and accruals
Borrowings

Total

2011
Non-derivatives:
Other payables and accruals

Borrowings

Total

A
HEtENFARERER

fEE

@zt

IEOTAE
EEMFRARERER

fEE

@zt

(b)

Total
contractual
Carrying undiscounted

amount cash flow
SRR

fREE HeRESH
HK$’ 000 HK$' 000
TEL TEL
442,561 443,501
461,573 558,885
904,134 1,002,386
546,149 546,149
307,980 396,470
854,129 942,619

Within 1
year or on
demand
154
BERER
HK$' 000
TEL

443,501
132,269

575,770

546,149
52,898

599,047

nEE & EE (E)
MBREZEHIHBBRET

More than
1 year but
less than 2
years
1£DE
B2FE T
HK$’ 000
FER

161,161

161,161

118,772

118,772

More than 2
years but
Less than

5 years
pl- 3
B55 LT
HK$’ 00
TER

265,455

265,455

224,800

224,800



(c) Interest rate risk

The Group’s interest rate risk arises primarily from
borrowings. Borrowings issued at variable rates expose the
Group to cash flow interest rate risk. The interest rates and
terms of repayment of the Group’s borrowings are disclosed
in note 29 to the financial statements.

At 31 December 2012, it is estimated that a general
increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would increase/
decrease the Group’s loss for the year by approximately
HK$4,616,000 (2011: HK$3,079,000) before the
consideration of capitalisation of interest. The sensitivity
analysis has been determined assuming that the change in
interest rates had occurred at the end of reporting period
and had been applied to the exposure to interest rate
risk for the borrowings in existence at that date. The 100
basis point increase or decrease represents management’s
assessment of a reasonably possible change in interest
rates over the period until the next annual reporting date.

(d) Currency risk

The Group is exposed to currency risk primarily through
recognised assets and liabilities that are denominated in a
currency other than the functional currency of the operations
to which they relate. At 31 December 2012 and 2011, no
related hedges were made by the Group.
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(d) Currency risk (Continued)

(i) Exposure to currency risk

The following table details the Group’s exposure at the
end of reporting period date to currency risk arising from
recognised assets or liabilities denominated in a currency
other than the functional currency of the entity to which they
relate. The sensitivity analysis includes balances between
group companies where the denomination of the balances
is in a currency other than the functional currencies of the

lender or the borrower.

The Group

Australian

dollars

b

’000

F

Trade and other receivables JEUURR 0 I A FE MR % -
Notes receivable * 3 1,949
Deposits paid B -
Cash and cash equivalents EeRALEEY 1
Amounts due from group companies  fEMREE A FIFUE -
Trade and other payables EREFREMERTE -
Amounts due to group companies ENEBRRNE -
Amounts due to directors ERNESHA -
Overall net exposure BREERFE 1,950

*

Included in interest in a jointly controlled entity

2012

usD
Y
000
Fr

114

28
5,645
(1,021)
(5,645)

(879)
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EEE
2011
Australian
RMB dollars usb RMB
ARE Ly e AR
’000 "000 '000 '000
T Fr T Fr
8 — - -
- 1,949 - -
14 - 8 2,015
12 1 413 32
287,810 - 9,071 175,601
(10,042) - (10,652) (42)
- - (10,091) (3,300)
(15,000) - - -
262,802 1,950 (11,251) 174,306
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(d) Currency risk (Continued)

(i) Sensitivity analysis

The following table indicates the approximate change in the
Group’s loss after income tax expenses and accumulated
losses and other components of consolidated equity in
response to reasonably possible changes in the foreign
exchange rates to which the Group has significant exposure
at the end of reporting period. The sensitivity analysis
includes balances between Group companies where the
denomination of the balances is in a currency other than

(d) E¥ERE &)

(i) BRI
TRETHRBREARERFEREEE
REARRE KR ZIMNEE R Z A gL A B
ERARBERAMER HEEBEERERG
BRARGEEAEMARE D 2B
28 FREIFTEREEARAM[Z
e MaZxSEBRIAETRERTZT
BEEB NN ZERETE - AT AR
¥R UWTERRTERERFTE

the functional currencies of the lender or the borrower. A
positive number below indicates a decrease in loss and
accumulated losses where the HKD weakens against the
relevant currency. For a strengthening of the HKD against
the relevant currency, there would be an equal and opposite
impact on loss and accumulated losses, and the balances
below would be negative.

BzRL BEETAABEERY A
AEHEBEERRFBEERSBERE
BRzTE  BATERTESRAR -

The Group FEE
2012 2011
Decrease Decrease
in loss in loss
after after
taxation taxation
and and
Weakening accumulated = Weakening accumulated
in HKD losses in HKD losses
BR#BiE BRitiR
3] B8
35 4 &S]
BTRE BiRL BTRE BRd
% HK$’ 000 % HK$’ 000
% THERT % FET
RMB ARE 1% 3,269 4% 8,589
Australian dollars BT 3% 468 12% 1,853



(d) Currency risk (Continued)

(i) Sensitivity analysis (Continued)

The sensitivity analysis has been determined assuming that
the change in foreign exchange rates had occurred at the
end of reporting period and had been applied to each of the
Group entities’ exposure to currency risk for the financial
instruments in existence at that date, and that all other
variables, in particular interest rates, remain constant.

The stated changes represent management’s assessment
of reasonably possible changes in foreign exchange rates
over the period until the end of the next reporting period.
In this respect, it is assumed that the pegged rate between
the HKD and the USD would be materially unaffected by
any changes in movement in value of the USD against other
currencies. Results of the analysis as presented in the above
table represent an aggregation of the effects on each of
the Group entities’ profit or loss after income tax expenses
and equity measured in the respective functional currencies,
translated into HKD at the exchange rate ruling at the end
of reporting period for presentation purposes. The analysis
is performed on the same basis for 2011.

(e) Commodity price risk

The Group engages in petroleum-related activities. The oil
market is affected by global and regional demands and
supplies. Prices of onshore crude oil are determined with
reference to the prices of crude oil on the international
markets. A decline in the prices of crude oil and refined
products could adversely affect the Group’s financial
position. The Group historically has not used derivative
financial instruments to hedge against potential price
fluctuations of crude oil.

(f) Fair values
The fair values of all financial assets and liabilities are not
materially different from their carrying amounts.
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Pursuant to the terms of the supplementary agreement in
respect of the Sanjiao PSC, the Group has procured a bank
to provide performance bonds in favour of PetroChina for
guarantee of OEl's performance of its obligations in the
extended phase of the exploration period of the Sanjiao
PSC. As at 31 December 2012, the aggregate amount of
outstanding performance bonds totalled approximately
HK$7,754,000. The aforesaid performance bond facilities
were secured by the pledge of the Group’s bank deposits
(note 25).

In the opinion of the directors, the financial impact arising
from providing the above performance bonds is immaterial
and accordingly, they are not accounted for in these
financial statements.

(a) Operating lease commitments

Group

As at 31 December 2012 and 2011, the total future
minimum lease payments under non-cancellable operating
leases were payable as follows:

Within 1 year 1F R

After 1 year but within 5 years 112 {B5F A

The Group is the lessee of a number of properties held
under operating leases. The leases typically run for an initial
period of one to five years without an extension option.
None of the leases includes contingent rentals.

Company
The Company did not have any significant operating lease
commitments as at 31 December 2012 and 2011.
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The Group
x&EH

2012 2011
HK$’ 000 HK$’ 000
TFHET TET
5,731 2,091
1,861 2,245
7,592 4,336
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(b) Capital commitments

Group

(i)~ Authorised but no contracted for

As at 31 December 2012 and 2011, the Group was
committed to develop in total 9 (2011: 9) new oil wells under
the development contracts of the Liuluoyu Oil Field and
Yanjiawan Oil Field. The estimated total capital expenditure
for developing these new oil wells is HK$10.3 million (2011:
HK$10.2 million).

(i) Contracted but not provided for

0
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Commitments in respect of M=RE
the Sanjiao PSC

o
)

m]

Company
The Company did not have any significant operating lease
commitments as at 31 December 2012 and 2011.

Environmental liabilities

The Group carries out oil exploitation operations in the PRC.
The PRC has adopted environmental laws and regulations
that affect the operations of the oil industry. The outcome
of environmental liabilities under proposed or future
environmental legislation cannot reasonably be estimated
at present, and could be material. Under the existing
legislations, however, management believes that there are
no probable liabilities that will have a material adverse effect
on the financial position of the Group.

The Group also engages in the exploration, development
and production of coalbed methane resources. The
consequence of coalbed mining includes dismantlement and
demolition of infrastructure in the mining sites. The Group
may have obligations to make payments for restoration and
rehabilitation of the land after the sites have been extracted.
As at 31 December 2012, a provision of HK$971,000 (2011:
HK$1,132,000) was made in the consolidated statement of
financial position (note 28).
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Other than disclosed elsewhere in the financial statements,
no related party transactions have been entered into during
the year which might reasonably affect any decisions made
by the users of these consolidated financial statements.

Key management personnel remuneration
Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as
disclosed in note 10, all the highest paid employees as
disclosed in note 11, and other seven (2011: three) senior
management personnel are as follows:

Short-term employee benefits MHESREA
Post-employment benefits Bz E A
Equity settled share-based payments A% 7k &5 & A B (7 2 1+ 2 3008

Total remuneration is included in “staff costs” (see note
8(0)).
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2012 2011
HK$’ 000 HK$’ 000
FET TExT
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44. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
The carrying amounts of the Group’s financial assets and
financial liabilities recognised as at 31 December 2012 and
2011 may be categorised as follows:

4. UREERUBEREZ Y EE
=
A20124 B2011E12 AT AR 2 A E
BB EERYEEEZREAESED
T

2012 2011
HK$’ 000 HK$’ 000
FHET FET
Financial assets HMBEE
Loans and receivables (including ERRERFIE (BIERS
cash and bank balances) MARITHE ) 126,553 370,779
Financial liabilities MBEAaR
Financial liabilities measured REEKNATFECHFEE
at amortised cost 904,134 853,871

45. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for

issue by the Board of Directors on 27 March 20183.
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