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Missions

Develop business of
clean energy
Contribute
sustainability to society
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Passionate Ambitious
Practical Diligent

Enterprise Culture
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Vision

internationally influential
enterprise by
environment-friendly
clean energy
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Core Values

Integrity
Group interest as priority
Customer orientation
Innovation
Teamwork
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Objectives

Create value for our
customers
Create future for our
employees
Create rewards for our
shareholders
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Natural Gas Distribution Business in China
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’EE Oil and Gas Production Business in Canada

— e AHREEER

4

Proved Producing

RO R

Proved Undeveloped
REARERE

Probable #% i &

TOTAL:
10,267 &t
MBOE 33.10
FRagE MMBOE
BEMRES
13,512
MBOE
FlimeE s

9,344
MBOE
T
=
==p=E8

0

Reserves (MBOE)

10,000

20,000 30,000

HE (FRaEe

CHINA OIL AND GAS GROUP LIMITED

Interim Report 2017




BOARD OF DIRECTORS

Executive Directors

XU Tie-liang (Chairman & Chief Executive Officer)
ZHU Yuan

GUAN Yijun

CHEUNG Shing

Independent Non-Executive Directors
LI Yunlong

WANG Guangtian

YANG lJie

COMPANY SECRETARY
CHAN Yuen Ying Stella, FCIS, FCS, MHKIoD

AUTHORISED REPRESENTATIVES
XU Tie-liang
CHAN Yuen Ying Stella

AUDIT COMMITTEE
LI Yunlong (chairman)

WANG Guangtian
YANG Jie

REMUNERATION COMMITTEE
LI Yunlong (chairman)

WANG Guangtian

CHEUNG Shing

NOMINATION COMMITTEE

WANG Guangtian (chairman)
LI Yunlong
CHEUNG Shing

CORPORATE GOVERNANCE COMMITTEE

XU Tie-liang (chairman)
ZHU Yuan

GUAN Yijun

CHEUNG Shing

LAW Yin Shan Jenny
CHAN Yuen Ying Stella

AUDITOR

PricewaterhouseCoopers

.
g
.-'"'h'.&""'\-.\h-.
a
=
¥
|
i

Corporate Information | = F[&#

NEEHR

E £

HITES

KR (ZERITEARH)
® &

BHE

® A

BIERTES
I

TEH

Bt

AFWE

[k 914 FCIS, FCS, MHKIoD

RENAE
kR
EEIES

*ZRE
TEE(FE)
TEM
RS

FNEESE
FEE(EE)
TEMA
kK

RERES
THEMA(EE)
FEY
® X

TEEERETES
R ()

K R

FEE

® B

o ebii

5k 19 2

D
B ARE RE AT F

MM EEEARAT 2017FHEkEE 5



:
% | Corporate Information
NEER
LEGAL ADVISERS

(As to Hong Kong Law)
LI & Partners

(As to PRC Law)
Beijing Huaao Law & Partners

PRINCIPAL REGISTRARS

MUFG Fund Services (Bermuda) Limited
The Belvedere Building

69 Pitts Bay Road

Pembroke HM08

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Suite 2805, 28th Floor
Sino Plaza

255-257 Gloucester Road
Causeway Bay

Hong Kong

PRINCIPAL BANKER
The Hongkong and Shanghai Banking Corporation Limited

STOCK CODE
603

WEBSITE AND E-MAIL ADDRESS

Website: http://www.hk603.com
E-mail: info@hk603.com

CHINA OIL AND GAS GROUP LIMITED Interim Report 2017

B
(BBEE)
@R 1T

(REDERR)
It EREMEB M

FERMBFERTE

MUFG Fund Services (Bermuda) Limited
The Belvedere Building

69 Pitts Bay Road

Pembroke HMO08

Bermuda

BERERDBFETDRE

EBPREHFELBERAT
BB

EFERKEHR183 5%
EMAPL17 #1712-1716 E

TR ER
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

BMEBERBEB2EEEXME

& 4738 255-257 5%
EMES
28 #2805 =

FEERET
&5 LEELRITARAF
i 40105

603

#A 3t K7 T HEB bk
#34F © http://www.hk603.com
FEHLAE : info@hk603.com



THERREBERAR (AR DERTTEEDRE
(TEFZRDEMRBARENBAR(SBEIEEH])
BE_Z—tHFRA=TREXNEATHADZ

The board (the “Board”) of directors (the “Directors”) of China Qil And
Gas Group Limited (the “Company”) announces the unaudited condensed
consolidated interim results of the Company and its subsidiaries (collectively

the “Group”) for the six months ended 30 June 2017 (the “Period”).

For the six months ended 30 June 2017

REEZERGAPIES -

BE-_Z—+FRXA=+HIRHEA

Six months ended 30 June

BEANA=THIEANEA

2017 2016
—E—+tF —EF—RF
Notes HK$°000 HK$'000
B 5E FET FEIT
(unaudited) (unaudited)
(RESEK) (REEFTZ)

Revenue e 4 3,656,957 3,298,290
Cost of sales SHE AR (3,024,054) (2,708,278)
Gross profit E7 632,903 590,012
Other income E AN 5 24,099 15,091
Other gains, net HAb Yz - 558 6 7,110 124,842
Selling and distribution costs HERDIHER (20,956) (23,158)
Administrative expenses ITHAY (143,848) (139,884)
Operating profit 1 A 499,308 566,903
Finance income B 7 53,953 42,120
Finance costs 7% & 7 (104,003) (87,706)
Share of profits/(losses) of investments & {F FAERAALE

accounted for using the equity method 2R ERF(EE) 893 (7,147)
Profit before taxation R T BT A 450,151 514,170
Taxation 1A 8 (101,416) (101,282)
Profit for the period B A 348,735 412,888

2017 iR



For the six months ended 30 June 2017

T FRA=ZTHIEAREA

Six months ended 30 June
BEZXA=1tHIAXEAR

2017 2016
—E—tF TTREF
HK$'000 HK$'000
FTERT FT
(unaudited) (unaudited)
(REEEZ) (RfsEZ)
Other comprehensive income: Hb2mEUA -
Items that may be reclassified CIE==R 7oy Y=k 3
to profit or loss: ZHEEH -
Currency translation differences EERE R 206,817 79,242
Changes in value of available-for-sale AL ETEEEEEZE
financial assets 14,674 8,597
Release of exchange reserve upon P& — KT B A RlEF
disposal of a subsidiary BINME N - 4,456
Total comprehensive income for the period ~ HIR 2 YA 458 570,226 505,183
Profit for the period attributable to: BT AT EEE AR
Owners of the Company UNEIE 2SN 170,251 200,062
Non-controlling interests eI AR A 178,484 212,826
348,735 412,888
Total comprehensive income UTATEE2EBALLE:
attributable to:
Owners of the Company UNEIE 2SN 328,341 290,574
Non-controlling interests AR A 241,885 214,609
570,226 505,183
HK cents HK cents
AL il
Earnings per share BREF
— Basic — &K 3.286 3.824
- Diluted —#58 3.272 3.817

Interim Report 2017




As at 30 June 2017

R-E—+FRNA=TH

30.6.2017 31.12.2016
—E—tE ZE—RF
AA=TH +=—A=+—8
Notes HK$'000 HK$'000
g FET FET
(unaudited) (audited)
(REEER) (feg&z)
Assets EE
Non-current assets FnBEE
Property, plant and equipment M - BB R 11 6,927,292 6,624,992
Exploration and evaluation assets R R EE 231,338 213,548
Land use rights T A 407,502 393,344
Intangible assets mREE 1,012,886 1,002,291
Investments accounted for using FREREARZIRE
the equity method 296,958 300,065
Available-for-sale financial assets AL EBEE 692,039 638,262
Other non-current assets Hib3Emen&E 948,090 792,258
Deferred tax assets EETHIEEE 20,051 19,510
10,536,156 9,984,270
Current assets REEE
Inventories FE 199,858 190,573
Deposits, trade and other receivables e BH5REMEKRFIE 12 1,591,385 1,516,892
Financial assets at fair value through BATELERAR Y
profit or loss M EE 49,030 47,448
Current tax recoverable & B AT Y O] F 18 6,210 6,003
Time deposits with maturity over FRE@EA=EAZ
three months EHER - 25,170
Cash and cash equivalents ReRFSEMEIER 1,770,933 1,833,483
3,617,416 3,619,569
Total assets BEE 14,153,572 13,603,839

2017 iR
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As at 30 June 2017 R-E—+&EA=+H
30.6.2017 31.12.2016
—E—tfF ZE—RF
ANHAZ=+H +=-A=+—8
Notes HK$'000 HK$'000
g FHET FAET
(unaudited) (audited)
(REEEZ) (f&&%)
Liabilities =V
Current liabilities RENEE
Trade and other payables E 5 N HMFERFRIA 13 1,386,543 1,327,747
Receipt in advance TEU A 1,012,529 1,156,195
Short-term borrowings EEEE 425,176 360,907
Current tax payable 2 HAE A 156,220 152,095
2,980,468 2,996,944
Non-current liabilities FREAE
Long-term borrowings REEE 109,250 -
Senior notes BERE 4,971,976 5,006,417
Deferred tax liabilities BERIAR B 254,254 240,801
Assets retirement obligation B R 114,767 108,723
5,450,247 5,355,941
Total liabilities EEBE 8,430,715 8,352,885
Equity Em
Equity attributable to owners DREEAELER
of the Company
Share capital [N 15 58,257 58,257
Reserves fEH 3,057,320 2,772,174
3,115,577 2,830,431
Non-controlling interests FEIERR R R 2,607,280 2,420,523
Total equity RSB 5,722,857 5,250,954
Total equity and liabilities EnRkadEEs 14,153,572 13,603,839

10
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For the six months ended 30 June 2017

BE-_ZT—+FA=1THIREA

Attributable to owners of the Company

R A
Shares
held for
share Exchange  Share-hased Non-
Share Share award Other  fluctuation compensation  Retained controlling Total
@pital  premium  scheme  reserves  reseve  reserve profits Totl  interests equity
ik WA
LR EfNE EEoMe
Re  ROEE  feRE  BAGE i fif  REE B8 FERER  ERAE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK§'000 HK§'000 HK'000 HK'000
TEn TEn Tin Tin TAn Tin Tin Tin Tin  Th
At 1 January 2017 WoE-tE-5-8 58,257 U578 (305706) 1536561 (604,730) 3440 2118030 2830431 242053 5250954
Profit for the period B - - - - - - 01 101 178484 3873
Other comprehensive income; Eh2E0A:
xchange dfferences on ransating foregn operations - AE SN ER 2B 28 - - - - 1346 - - 1M 63401 206817
Changes in value of avalable-for-sale fancial assets~ WRHIEREAZERSS - - - 14,674 - - - 14,674 - 14,674
Total comprehensive income for the period BR2ENAGE - - - G 1346 - 1021 3B 485 506
Fauitysetied share-based payments EREENRNBEEI MR - - 991 - - - - 991 - 991
Shares purchased forshare award scheme BRhREEEERN - - (48 - - - - (4w - (48w
Value of employee senies EERHEE - - - - - 1877 - 1877 - 1877
Captal inection by non-controling interess FERERTE - - - - - - - - 8,208 8,208
Diidend paid to non-controllng nerests TR THIRiER - - - - - - - - 59
Final dividend for the year ended 31 December 2016 EE-E-7F+=A=1-H
IFEEZ KRR = - - () - - - - ()
Change inthe ownership interets i subsidaries TR HRNHELA
that do not esutin aloss of contrl R - - - - - - w2 (63
At 30 June 2017 H-B-tERA=TH 58,257 UST8 (319539 151999  (461314) 5318 2288281 3115577 2607280 5,722,857

2017 iR



i Interim Results
A I 74 E
RHEIRE
Condensed Consolidated Statement of Changes In ARG e R SR (&
Equity (Continued)
For the six months ended 30 June 2017 HE—ZT—+E~XA=+HILNEAR
Attributable to owners of the Company
DR A
Shares
held for
share Bichange  Share-based Non-
Share Share award Other — fluctuation ~ compensation ~ Retained controling Total
aptal - premium scheme TESENVES fesenve resene profis Total Interests equity
AR WA
#Erdl By Ehcam
Rx BAEE  MERR  EbER HE HE  R2EN g8 HRER  ERSE
HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK§'000  HK§'000  HK$'000 HK'000 HK'000
Thn  Tér  ThEr  TEr TEr TEr TEr TR TR TEn
At1 January 2016 RZE-~E-A-H 58257 UST8 QBEY) 15374 (371,122) - 1806239 2704 2433190 5200254
Profit for the period BhER - - - - - - 00 N00EL 2286 412888
Other comprehensive income: Ef2EYHA
Bxchange differences on ranslting foregn operations ~ EENNEH 2B 8 - - - - 1M - - 1M - I
Changes in value of avallbleforsale financialassets AT & EE RS - - - 8,597 - - - 8597 - 8597
Release of exchange reserve upon disposal of asubsidlay A HE—EHELEE
RAES R - - - - 267 - - 2673 1783 4456
Total comprehensive income for the period BR2EUAEE - - - 8597 81915 - 0006 290574 214609 505183
Fquiysetled share-based payments EREE IR BREZ AR - - 179 - - 1710 - 3508 - 3508
Shres purchased for share award scheme ARhEREEERR - - (7,966) - - - - (7,966) - (7.966)
Capita injection by non-contrling inerests FERERTE - - - - - - - - 8400 8400
Dividend paid to non-controling interets TR THERER - - - - - - - N 1 I T
Disposal of asubsdiary HE-ELA - - - - - - - - e8) @68
At 30 June 2016 RZB-AEARZ1TH 58257 U518 (81797 1543338 (289.207) 1710 2006301 3063180 2494976 5,558,156
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For the six months ended 30 June 2017 HE-_ZT—+tFNA=+tHILEA

Unaudited Unaudited

(6 months) (6 months)

RISERZ RCERZ

(@A) (NMEAR)

1.1-30.6.2017 1.1-30.6.2016

—B—tF —TREF

—A—HZ —A—H=E

~A=TH NA=+A

HK$'000 HK$'000

FHET FAT

Net cash generated from operating activities 4% EB)EL 7 & F58 432,411 384,038

Net cash used in investing activities WEEBMA RS TR (402,531) (44,742)

Net cash used in financing activities MEEESFTR IR FE (133,177) (785,722)

Net decrease in cash and cash equivalents ReMReESEERRAFE (103,297) (446,426)
Cash and cash equivalents at beginning HEe kReSEER

of the period 1,833,483 2,303,704

Effect of foreign exchange rate changes EXREgFHTE 40,747 -
Cash and cash equivalents at end HxRe kRIReSEER

of the period 1,770,933 1,857,278

20177 EIERE 13
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For the six months ended 30 June 2017

China Oil And Gas Group Limited (the “Company”) was incorporated
in Bermuda as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The address of its registered office is at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda. The address of
its principal place of business in Hong Kong is Suite 2805, 28th Floor,
Sino Plaza, 255-257 Gloucester Road, Causeway Bay, Hong Kong.
The Company is an investment holding company. Its subsidiaries are
principally engaging in investment in energy related business in various
regions in the People’s Republic of China (“PRC"”) and West Central
Alberta, Canada, including but not limited to 1) piped city gas business,
pipeline design and construction; 2) transportation, distribution and
sales of compressed natural gas (“CNG”) and liquefied natural gas
(“LNG"); and 3) development, production and sale of oil and gas and
other upstream energy resources. The Company and its subsidiaries are
collectively referred to the “Group”.

The unaudited condensed consolidated interim financial statements
of the Group have been prepared in accordance with Hong Kong
Accounting Standards ("HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and Appendix 16 to the Rules Governing the Listing of
Securities on the Stock Exchange. These interim financial statements
should be read in conjunction with the Group’s audited financial
statements for the year ended 31 December 2016.

Interim Report 2017
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In the current period, the Group has applied, for the first time, the
following new interpretation and amendments to HKFRSs issued by the
HKICPA:

Amendment to HKAS 7
Amendment to HKAS 12

Statement of cash flows
Income taxes

The application of the above new, revised or amended standards and
interpretations have no material impact on the results and the financial
position of the Group.

The Group identifies operating segments and prepares segment
information based on the regular internal financial information reported
to the executive directors for the purpose of resources allocation and
assessment of performance focuses more specifically on sales of natural
gas, gas pipeline construction and connection; and exploitation and
production of crude oil and natural gas.

The Group has presented the following three reportable segments for
the six months ended 30 June 2017:

—  sales and distribution of natural gas and other related products

—  gas pipeline construction and connection

—  exploitation and production of crude oil and natural gas
Information regarding the Group’s reportable segments as provided
to the executive directors for the purpose of resources allocation and

assessment of segment performance for the six months ended 30 June
2017 and 2016 is set out below:

RAHRE  SECEXRERATESHE

REBRBHNTEEM B HREELNFTR
BRIEET

&
&

AEEERFE 75
BEHEANFE 2R (EFTA) B

EHEN) REnEax

LA - 485 U TR R R
BHEELERIBRRBEAYE

SEREEHANATERERHERIE
RRBFFEZ NI B ER BB ELED
MEBHOBEN  AELREREER
AR MREBREREBRARARRE
B R RAR o

RBE-_Z—+tF~A=+8L 1 HHA

e

HE—

%.EEWMTf“Tﬁ¢¥ DB

HE MBEARAREEERER

MRE B E RIER

BRI B R R R AR

P tFR-F-AFAA=TH

WEAREA  MAITEEREULAEERS
kD ERBAFH2EBRE S BHEBE
BAEHT
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For the six months ended 30 June 2017:

BE-F—tHFXA=+HLEAXEAR :

Sales and Exploitation
distribution and
of natural Gas pipeline production
gas and construction of crude
other related and oil and
products connection natural gas Group
HERBZE BB R
RARKE A MREE £ERH
HEEm BERER RRAR %8
HK$’000 HK$'000 HK$000 HK$'000
THEx FEx THET FTiER
Segment revenue and results A& EEREE
Sales to external customers INBEFIHERE 3,173,001 315,619 168,337 3,656,957
Segment results DEREE 360,269 151,448 34,785 546,502
Finance income BT 53,953
Other gains, net Hitlas - 358 7,110
Finance costs MBER (104,003)
Share of profits of investments DMEERRERENR
accounted for using Pl g-viovl
the equity method 893
Unallocated corporate expenses AOEEERT (54,304)
Profit before taxation FR A5 A1 A 450,151
Taxation I (101,416)
Profit for the period HA 935 ) 348,735
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For the six months ended 30 June 2016:

BEZZ-RXFAA=Z+THLAXEA:

Sales and Exploitation
distribution and
of natural Gas pipeline production
gas and construction of crude
other related and oil and
products connection natural gas Group
THE MR G
RN EAD MREEE BRI
HEER eSS RRAR ]
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TAET FET
Segment revenue and results ~ DIPEEEREE
Sales to external customers SNEE PSR 2,795,900 355,173 147,217 3,298,290
Segment results DEEE 321,077 176,261 3,031 500,369
Finance income BN 42,120
Other gains, net Hilzs - 558 124,842
Finance costs MsER (87,706)
Share of losses of investments DMEEREREANR
accounted for using the ZIREBIE
equity method (7,147)
Unallocated corporate expenses RO ERT (58,308)
Profit before taxation BRI AR T 514,170
Taxation A (101,282)
Profit for the period BT 412,888

20177h AR 17
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Analysis of the Group’s assets by geographical market is set out below:

SERwRMIZE D 2 EEZ D TESILN

T

At 30.6.2017 At 31.12.2016
R-Z—tHF RZZE—XRF
ANHAZ=+H +=ZA=+—H
Total assets Total assets
BEE HEE
HK$'000 HK$'000
FTHERT FET
Hong Kong BE 183,297 371,483
Mainland China I 10,581,966 10,000,284
Canada JIEWN 2,330,231 2,226,787
Total CEil 13,095,494 12,598,554
Unallocated PVl
Investments accounted for using FREREARZIRE
the equity method 296,958 300,065
Deferred tax assets BIETRIEAE 20,051 19,510
Available-for-sale financial assets A SR EE 692,039 638,262
Financial assets at fair value EATELES AR ZPBEE
through profit and loss 49,030 47,448
Total assets HMEE 14,153,572 13,603,839

Interim Report 2017




Unaudited Unaudited
(6 months) (6 months)
RICEX RIS EZ
(@A) (NMER)
1.1-30.6.2017 1.1-30.6.2016
—E—tE ZE—RF
—A—RAZE —HA—H=E
A~NA=1+H NAZ=ZTH
HK$’000 HK$'000
FHET FAET
Dividend income from listed securities ~ _EHEHI B YA 249 -
Government subsidies BR A R B 13,942 6,911
Rental income AW A 4,021 3,589
Service income BRISUA 4,675 2,944
Others Efth 1,212 1,647
24,099 15,091
Unaudited Unaudited
(6 months) (6 months)
RICEX RISEZ
(@A) (NER)
1.1-30.6.2017 1.1-30.6.2016
—E—+tF ZE—RF
—H—BZ% —A—HZ%
~A=TH ~A=+8
HK$°000 HK$'000
FHET FET
Fair value gains/(losses) on financial BRATELBERARZ
assets at fair value through WBEEZANTE
profit or loss Wz (E518) 1,582 (324)
Gain on disposal of an associate Al A B2 R as 3,697 -
Gain on disposal of HEHEEEE 2 W
available-for-sales assets 1,831 967
Gain on disposal of HE—RNE AR Z kS
a subsidiary (Note 14) (MF5E14) - 124,199
7,110 124,842

2017 iR
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Unaudited Unaudited

(6 months) (6 months)
RICER RICEIZ
(B A) (NMEA)
1.1-30.6.2017 1.1-30.6.2016
—B—+tF ZE—RF
—A—HBZE —HA—H=ZE
~A=1+H ~A=+H
HK$'000 HK$'000
FET FET
Finance income from: B ARE
Interest income on bank deposits HRITIFRZ F BN 31,169 23,783
Loan to an associate ERTHE QT 22,220 17,857
Loan to a third parties BRTE=H 564 480
53,953 42,120
Finance costs from: PRBERRE
Bank borrowings RITE (23,301) (27,993)
Other borrowings HAbfER (80,702) (59,713)
(104,003) (87,706)
Finance costs, net WRER - ¥ (50,050) (45,586)

No provision for Hong Kong profits tax has been made as the Group
did not have any assessable profits subject to Hong Kong profits tax for
the Period (2016: Nil).

In accordance with the relevant PRC corporate income tax laws,
regulations and implementation guidance note, subsidiaries in
Mainland China are subject to the PRC corporate income tax rate at
25% (2016: 25%). Certain subsidiaries are entitled to tax concessions
and tax relief whereby the profits of those subsidiaries are taxed at a
preferential income tax rate of 15% (2016: 15%).

Taxation on overseas (other than Hong Kong and PRC) profits has
been calculated on the estimated assessable profit for the year at the
applicable rates of taxation prevailing in the jurisdictions in which the
Group operates.
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Unaudited Unaudited

(6 months) (6 months)

RICERZ RICEZ

(fEAR) (NMEA)

1.1-30.6.2017 1.1-30.6.2016

—E—+tF ZE—RF

—A—RAZE —A—H=E

~NA=1+H NA=Z1H

HK$'000 HK$'000

FTHET FET

Current tax: REARRIE -

PRC corporate income tax PSR 104,238 113,374
Overseas taxation FHMRIR = -
Under provision in prior years BTFERETE 122 1,281
104,360 114,655
Deferred tax RAERIR (2,944) (13,373)
Taxation TRIE 101,416 101,282

(a)

(b)

The calculation of basic earnings per share is based on the
Group's profit attributable to owners of the Company of
approximately HK$170,251,000 (six months ended 30 June 2016:
HK$200,062,000) and weighted average number of ordinary
shares in issue less shares held under share award scheme during
the Period of approximately 5,181,050,000 shares (six months
ended 30 June 2016: 5,232,314,000 shares).

Diluted earnings per share is calculated based on the profit
attributable to owners of the Company of approximately
HK$170,251,000 (six months ended 30 June 2016:
HK$200,062,000), and the weighted average number of ordinary
shares of approximately 5,203,916,000 shares (six months ended
30 June 2016: 5,241,745,000 shares) which is the weighted
average number of ordinary shares in issue less shares held under
share award scheme during the Period plus the weighted average
number of dilutive potential ordinary shares in respect of share
options of approximately 21,749,000 shares (six months ended
30 June 2016: 8,166,000 shares) deemed to be issued at no
consideration if all outstanding share options granted had been
exercised and the effect of awarded shares of approximately
1,117,000 shares (six months ended 30 June 2016: 1,265,000
shares).

FREABINTIRIBEARES AR
{REE % F#7170,251,000%8 7t (&
E-E-REXNAZTHIEAEA :
200,062,000 70 ) R EARNE B 1T
BEORA (D 22N AT BB T TR D 18
Z INAEF I 81495,181,050,000 A% (&
E-E-XNEXNA=FTHIEAEA :
5,232,314,0008%) mzt& -

EREBERFDRBELARESR AR
3% ) #9170,251,000%8 o (H =
—E-REXNA=1+HIENEA:
200,062,000/ Jt ) & & @ % 0 &
F ¥ 8 495,203,916,0000% ( & =
—E-XRESNA=1+HIEANEA:
5,241,745,0000% ) & 22 B & 5 4
1,117,000 (B2 = —~F A
=+ HBI1ENEA :1,265,0000%) 2 &
EmstE - ZHE ABHRNEBBITER
RO 1D BT I B T AT RGO R Z
MEFHEBFMNEREMEERLRE
W ARITE R EC B TR B
B R BEEE L B INEFEEY
21,749,000 8 (BZ2=ZF—~F A
=+HIEAMEA : 8,166,000 8% ) (¥
BIEREREREIT) ©
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The Board resolved not to declare any interim dividend for the six
months ended 30 June 2017 (2016: Nil). During the Period, a final
dividend of HK cent 0.5 per share (2016: Nil) for the year ended 31
December 2016 amounting to approximately HK$29,128,000 (2016:
Nil) was distributed to the shareholders of the Company out of the
contributed surplus account of the Company.

During the six months ended 30 June 2017, the Group acquired
property, plant and equipment amounting to approximately
HK$281,913,000 (six months ended 30 June 2016: HK$290,204,000)
and disposed of property, plant and equipment with net book value
of approximately HK$17,558,000 (six months ended 30 June 2016:
HK$162,890,000).

EERRBIERBEEZE_ZT—tE A
=+HIEANBEAZEAFAERE (ZZE—R
F ) iR BERARKREDIREZ
T—XNF+_A=T—BLEFEZRER
BEROSHBI(ZZE—RF &) AXY
29,128,000 L (= —NF : &) 18
NRAEBERIRR BN o

HE-_Z—+&A=Z+HIA~EA " &
B EEYZE - WRE K& E#281,913,000%
T(HEZZE—AR"FNA=+HLEAREA:
290,204,000 %70 ) M EWE « BFE ki
BEEMmEE A% 17,558,000 (HE2 %
—R"FARA=THIESREAR 162,890,000
YSIT) ©

Unaudited Audited
RBER KEERIZ
At 30.6.2017 At 31.12.2016
R=ZT—tF RZE—XF
NA=+H +=—A=+—H
HK$°000 HK$'000
FET FHET
Trade receivables =) CEN 809,045 796,330
Other receivables, deposits HAb WG « e RIENHIA
and prepayments 782,340 720,562
1,591,385 1,516,892
The ageing analysis of trade RIEZERH NS H KRR
receivables based on ZERER DT ¢
invoice date is as follows:
Up to 3 months ={E AR 707,059 712,716
3 to 6 months —@AZENEA 46,711 25,333
Over 6 months SNEA 55,275 58,281
Total &t 809,045 796,330
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Unaudited Audited
RICEX KEZ
At 30.6.2017 At 31.12.2016
R=Z—tF RZT—RF
AH=1+H +=ZA=+—8
HK$'000 HK$'000
FET FHET
Trade payables Z SRR 541,288 570,343
Other payables and accruals oAt B FRIE SR FE AT B 845,255 757,404
1,386,543 1,327,747
The ageing analysis of trade REEZEANE S EMNERZ
payables based on invoice RECHITINT -
date is as follows:
Up to 3 months =@ANUA 460,290 470,508
3 to 6 months =EAZEREA 32,573 37,871
Over 6 months FNE A 48,425 61,964
Total CEil 541,288 570,343

2017 iR
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2016

ZE-REF
HK$'000
THEx
Cash consideration received E RS RE 280,800
Less: Assets and liabilities disposed of: & : DHEEERBE
— Property, plant and equipment —Z - BB R 116,429
— Land use rights — b AR 1,998
— Intangible assets —mEE 22,154
— Inventories —EFE 23,252
— Deposits, trade and other —%% - BH REABUGOE
receivables 55,253
— Cash and cash equivalents R kFEEEEE 43,764
— Trade and other payables —B S REMERFIA (8,219)
— Receipt in advance —TEIRIA (15,645)
— Non-controlling interests — IR e (86,841)
152,145
Less: Release of exchange reserve A PNHE TR E ARl
upon disposal of a subsidiary BEE 3% (7 fhm [l 3
4,456
Gain on disposal of a subsidiary i — TR A Bl a 124,199

(Note 6)

(Ffate)

An analysis of the cash flows in respect of the disposal of a subsidiary is

MrHE—RNBARNERRSRED

as follows: oo
2016
—E-RF
HK$'000
FTHERT
Cash consideration received BUERERE 280,800
Less: Cash and cash equivalents B HE—EMBARIEEARN
included in the disposal of RekReFEER
a subsidiary (48,020)
Net inflow of cash and cash ARBEDRSRENHR SR
equivalents included in cash ReFEBEERAFE
flows from investing activities 232,780

24
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Interim Results 1.6
h A&

(15) Share capital (15) Bz A<
Number
of shares Amount
R EE ]
'000 HK$'000
T FHET
Authorised: ETE
Ordinary shares of HK$0.01 each RZZ—R"FAA=+H-
at 30 June 2016, 31 December 2016 ZE-RFtZA=1+—A8K
and 30 June 2017 “Z—+FRRA=THER
EE0.01 Bz L@k 125,000,000 1,250,000
Issued and fully paid: BETRAR
Ordinary shares of HK$0.01 each R=ZF—X"F~A=+H
at 30 June 2016, 31 December 2016 —E-RFETZA=T-BK
and 30 June 2017 —E—+FRAZTHER
HE{E0.01 Btz Ll 5,825,684 58,257
(16) Approval of the interim financial statements (16)F HABF F& 3R 3= 2 HE
The condensed consolidated interim financial statements were approved AR AE PR BERRERZZE—EFN
and authorised for issue by the Board on 28 August 2017. A=+ N\BEEERIE LRI -
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From the beginning of the year, as the Chinese Government has continued
to deepen the supply-side structural reform and the energy structural
adjustment, the economy of China has stabilized and continued to improve.
The social demand for energy has been seen with a continuous recovery.
Benefiting from the powerful driving of the Chinese Government’s policies
of “reducing carbon emission and smog” and “coal-to-gas” conversion, and
thanks to the gradual rationalizing of the natural gas price and supporting
policies on the utilization of natural gas introduced by local governments,
the growth rate of natural gas consumption across the whole society of
China has reached 15% for the first half of 2017. In face of favorable
opportunities, the Group adjusted its development strategy in a timely
manner, devoted itself to the development of high-quality city gas projects,
gave full play of its advantages on strong sale network as well as sufficient
gas sources and deeply developed the existing and potential markets to
actively obtain new projects and explore new profit growth points. By virtue
of its improved business control and management competencies, the Group
achieved effective market expansion and a substantial growth in the sales
and transmission volume of natural gas. For the first half of 2017, the Group
recorded a growth rate of 15% in the sales volume of natural gas and 125%
in transmission volume.

Benefiting from the Group’s considerable growth in sales and transmission
volume of natural gas, the Group recorded a total revenue of HK$3,657
million for the first half of 2017, representing a remarkable increase of 11%
as compared to HK$3,298 million for the corresponding period of last year.
Thanks to the continuous enhancement in the operation and management,
the effective sales strategy and cost control measures, the Group recorded
a profit for the Period of HK$342 million (2016: HK$288 million) with an
increase of 19% after deduction of other gains; the net profit attributable
to the owners of the Company was HK$164 million (2016: HK$136 million),
representing a substantial growth of 21%.
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CITY PIPELINE NATURAL GAS BUSINESS

Sales and distributions of natural gas

For the first six months of 2017, the Group recorded the sales and
distributions of natural gas income of HK$3,173 million, representing a
year-on-year growth of 13% and accounting for 87% of the total revenue.
During the Period, the Group’s total gas sales volume reached 1,602 million
cubic meters (2016: 1,392 million cubic meters), representing an increase of
15% as compared with the same period last year; pipeline gas transmission
volume reached 348 million cubic meters (2016: 155 million cubic meters),
representing an increase of 125% as compared with the same period last
year; and the gas transportation volume was 10 million cubic meters (2016:
8.0 million cubic meters), representing an increase of 25% as compared with
the same period last year.

The significant increase in gas sales volume was mainly attributable to that
gas sales volume of industrial and commercial users recorded 991 million
cubic meters, representing a substantial growth of 31% as compared with
757 million cubic meters for the same period last year. In addition, the Group
recorded gas sales volume of residential users amounted to 453 million cubic
meters, which was flat with the same period last year; gas sales volume of
gas stations was 158 million cubic meters, representing a decrease of 14%
as compared with 183 million cubic meters of the same period last year.
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Natural Gas Sales Volume Breakdown
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For the first six months of 2017, the Group connected 58,332 new
residential users, and the accumulated connections of residential users were
1,166,729. The industrial and commercial users have huge demand for
natural gas, and as a result, in development of new users, it is the priority
task of the Group to actively develop industrial and commercial users. For
the first six months of 2017, the Group connected 481 new industrial
and commercial users, and the accumulated connections of industrial and
commercial users were 9,750. Benefiting from vigorous promotion of the
Chinese Government’s new urbanization, environmental protection and coal-
to-gas policies, with flexible pricing strategy and its own tremendous cover
of sales network and distribution capacity, it is expected that the number of
new users of the Group will continue to increase steadily. With the increasing
number of users, the Group will continue to trigger more channels for the
sales of natural gas and provide services to more natural gas end-users,
which will lay a solid foundation for the sales of natural gas by the Group in
the future.
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New projects expansion

The Group mastered the development opportunities in the popularization of
clean energy and gave full play to the advantages of sufficient gas sources,
wide coverage of the pipeline network, flexible logistics and transportation
services as well as good partnerships with local governments, state-owned
and private capitals. While promoting organic growth from existing projects,
the Group also conducted thorough inspections on the areas surrounding
the natural gas pipelines and the coastal areas, together with the areas
along the Yangtze River which have good economic basis and huge demand
of natural gas. Since the beginning of this year, the Group has successfully
obtained the city gas concession rights in four new cities, including Fanshui
Town, Jiangsu Province, Southeast area of Dafeng District, Yancheng City,
Jiangsu Province, Zhengyang Town and Pai Hu Scenic, Xiantao City, Hubei
Province. Until now, the Group has established a total of 106 project
companies in 15 provinces and autonomous regions with 74 concession
rights in the PRC. The total length of the natural gas high-pressure long-
distance pipelines constructed by the Group has reached 1,055 km, which
effectively promoted the development of projects in downstream. The total
length of the city pipeline network reached 7,605 km, covering a total
population of 12 million. The Group will make use of its advantages in the
wide coverage of its pipeline network and put extra effort harder to obtain
more projects with concession rights in more industrial cities, economic
development zones and industrial parks. It will further explore the domestic
gas market and expand the market share through such programs to improve
the market position of the Group in China.
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The Total Number of Concession Rights
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EXPLOITATION AND PRODUCTION OF CRUDE OIL
AND NATURAL GAS

Since the beginning of this year, the Group continued the business of
exploitation and production of light oil and natural gas in Canada. According
to the reserve report prepared by GLJ Petroleum Consultants for the year
ended 31 December 2016, the Group has the proved reserves of 22.9 million
barrels of oil equivalent, and the proved plus probable reserves of 33.1
million barrels of oil equivalent.

For the first six months of 2017, the upstream oil and gas exploitation
business of the Group achieved an average daily production of 4,695 barrels
of oil equivalent (2016: 5,218 barrels of oil equivalent). Benefiting from the
Group's continuous emphasis on technology enhancement with effective
operating cost control measures, the average cost of oil exploitation was
successfully controlled within CAD10 per barrel of oil equivalent. In the first
six months of 2017, the Group achieved the average operating netback of
CAD23.39 per barrel of oil equivalent, representing a significant increase
of 43% as compared with CAD16.37 per barrel of oil equivalent for the
corresponding period last year.
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The Chinese Government gives unprecedented policy supports to the
development of the natural gas industry. In July 2017, the National
Development and Reform Commission of the PRC officially issued the
“QOpinions on Speeding up in Promoting the Utilization of Natural Gas" ( ([
PAINERIEERARFARER) ), proposing clearly to fully speed up in
advancing the large-scale utilization of natural gas in urban gas, industrial
fuels, gas power generation and transport fuels and requiring for local
governments to clear the responsibilities of target, formulate and improve
supporting measures on promoting the utilization of natural gas. The Group
will grasp the development opportunities and actively conduct market
inspections and adopt flexible pricing strategies to assist local governments
of the operation areas in formulating implementation plans and obtain policy
supports on the rectification of coal-fired boilers within a certain period,
replacement of coal with gas and heating by clean energy. It is expected
that more detailed policies guaranteeing the utilization and development of
natural gas will be introduced in the future, which will greatly benefit various
businesses of the Group in the distribution of natural gas in China. The
Group will actively cooperate with local governments in the implementation
of relevant policies.

The natural gas price will gradually rationalize. In June 2017, the National
Development and Reform Commission officially issued the “Guidelines on
Strengthening Natural Gas Distribution Pricing Regulations” ( {BERhnsg
FAREREKEENIEEER) ), which clearly explicated the Central
Government's reform target for the pricing mechanism of “controlling
the middle and loosening the two ends”. This move makes the pricing
mechanism of pipeline transmission more open and more transparent,
which has effectively controlled the supply-sided price of natural gas and is
expected to lower the cost of gas for end-users, thus stimulating demand in
the terminal market and bringing new business opportunities to the existing
core business of the Group. The Group will continue to make strategic plans
based on the industrial and market-based reform, develop existing market in
an orderly manner, actively expand incremental market and further improve
the distribution and sales volume of natural gas through the opportunities
arising from the competitive advantage of natural gas price.

The sustainable development of the natural gas industry will enjoy a bright
future. According to the development target of “Developing the natural gas
into the main energy of China’s modern clean energy system, increasing the
proportion of natural gas consumption in the total consumption of major
energy sources to 10% by 2020, and striving to increase such proportion to
15% by 2030"” proposed by 13 central departments including the National
Development and Reform Commission, the sustainable development of the
natural gas industry in China enjoys a bright future and it is a trend to focus
on the development of the natural gas business. Based on the trend in the
development of the industry, and the objectives, strategies and principles
of its “13th Five-year Plan”, the Group will lead the all-round, healthy and
sustainable development of its businesses.
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For the business of exploitation of oil and gas, leveraging its advantages in
premium light oil assets, highly efficient cost management and above-peer
technology, the Group will continue its reasonable planning for development
and will strategically increase its reserves and interest in high-valued light
oil and gas assets in order to reinforce the foundation of the Group’s long-
term development. Looking into the future, the Group will follow the
strategic plan on the oil and gas business, expand the value-added potential,
exploit the internal potential, improve capital efficiency and strengthen
the management and control over cost to maintain growth in reserves and
output as planned, and make a new step towards to the target of becoming
a medium-sized upstream oil and gas enterprise.

The Group will continue to strengthen human resources management
and corporate cultural construction. The Group is committed to building a
competitive and sustainable management talent team and technical talent
pool, values management team construction and quality enhancement, and
pays attention to the growth and career development of employees. Guided
by the vision and mission of the Group and spiritually supported by the core
values of “Integrity and Group interest as priority”, the Group designs and
implements a human resources management scheme in line with its own
business development strategy, carries out strategic talent recruitment and
training programs, performance-oriented remuneration policy as well as a
reward and punishment mechanism to coordinate with the Group’s business
development strategies in an all-round way. These measures will offer
endless development space and growth opportunities to employees, enhance
employee engagement and professional attitude that meets the Group’s
standards to enable employees to develop jointly with the Group, and thus
convert the human resources and corporate culture into the development
and competition advantages of the Group.

Looking into the future, the Group is of one mind and will continue to do
its best to enhance its operational and managerial standards and strengthen
the market development and sales, and strike for optimizing its business
layout and asset structure. At the same time, the Group will continue to
actively strengthen and optimize energy industrial chains which will improve
the brand value of the Group. By carrying forward the spirits of “Passionate,
Ambitious, Practical and Diligent”, the Group will work together to expand,
innovate and create sustainable returns for the users, the society, the
shareholders and other stakeholders.
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For the six months ended 30 June 2017, the Group recorded the revenue of
HK$3,657 million, representing an 11% growth from HK$3,298 million for
the six months ended 30 June 2016.

The total revenue combining by three segments, namely (1) sales and
distribution of natural gas and other related products, (2) gas pipeline
construction and connection and (3) exploitation and production of crude
oil and natural gas, amounted to HK$3,173 million, HK$316 million and
HK$168 million respectively (2016: HK$2,796 million, HK$355 million and
HK$147 million respectively).

The Group's overall gross profit amounted to HK$633 million (2016: HK$590
million), its gross profit margin was 17.3% and was flat as compared with
the last corresponding period’s 17.9%. Profit for the Period was HK$349
million. Profit for the Period attributable to the owners of the Company
was HK$170 million. Due to the effective sales strategies and cost control
measures adopted and implemented by the Group, there was a substantial
growth of the sales volume of natural gas during the Period, and the Group
recorded the profit attributable to the owners of the Company of HK$164
million (2016: HK$136 million), represented a substantial growth of 21%,
after deducting the effects of other gains.

Throughout all these years, the Group placed great emphasis on the
effectiveness and appropriateness of sales strategies and successfully
controlled all of its expenses. Administrative expenses were HK$144
million (2016: HK$140 million), the proportion of administrative expenses
to revenue was further decreased; and selling and distribution costs was
decreased by 9% to HK$21 million (2016: HK$23 million).

Finance costs (net of capitalization) increased slightly from the last
corresponding period's HK$88 million to HK$104 million. The Group's
weighted average cost of all indebtedness (including bank borrowings, other
borrowings and senior notes) as at 30 June 2017 was 5.24% (2016: 5.67%).
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It is the Group’s policy to use the cash flow generated from operations and
appropriate level of borrowings as the principal source of fund to finance
major expansion and acquisition. As compared with the first half of 2016,
the Group continued to maintain the free cash flow position in the first half
of 2017. As at 30 June 2017, the Group's total indebtedness (including bank
borrowings, other borrowings and senior notes) amounted to HK$5,506
million (31 December 2016: HK$5,367 million).

As at 30 June 2017, the Group had cash and cash equivalents of HK$1,771
million (31 December 2016: HK$1,833 million). Total assets were HK$14,154
million (31 December 2016: HK$13,604 million), in which current assets
were HK$3,617 million (31 December 2016: HK$3,620 million). Total
liabilities of the Group were HK$8,431 million (31 December 2016:
HK$8,353 million), in which current liabilities were HK$2,980 million (31
December 2016: HK$2,997 million). The Group’s debt-to-assets ratio,
measured on the basis of total indebtedness divided by total assets was
39% (31 December 2016: 39%). The current ratio (current assets divided
by current liabilities) of the Group was 1.21 times (31 December 2016: 1.21
times). The Group's financial and liquidity remain stable, and well prepared
for the development in the next half of 2017.

As at 30 June 2017, the Group employed a total of 3,512 (31 December
2016: 3,515) full-time employees, most of them were stationed in the PRC.
Total staff cost for the Period amounted to HK$148 million (2016: HK$141
million). The Group remunerates its employees based on their performance,
working experience and the prevailing market wage level. The total
remuneration of the employees consisted of basic salary, cash bonus and
share-based incentives.

As at 30 June 2017, no assets of the Group has been pledged.

The Group has no material contingent liability as at 30 June 2017.
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The financial risk management of the Group is the responsibility of the
Group's treasury function at the head office in Hong Kong. One of the
major objectives of the Group'’s treasury policies is to manage its exposure
to fluctuation in interest rates and foreign currency exchange rates. It is the
Group's policy not to engage in speculative activities.

The Group conducts its business primarily in Renminbi. The Group’s certain
bank deposits are denominated in Hong Kong dollars, Renminbi and United
State dollars, and the Group's offshore bank loans and senior notes are
denominated in Renminbi and United State dollars.

Other than those disclosed, the Group does not have any material exposures
to foreign exchange fluctuations. The Group does not have a foreign
currency hedging policy. However, the Group monitors its foreign currency
exposure closely and may, depending on the circumstances and trend of
foreign currencies, consider adopting a significant foreign currency hedging
policy in the future.

As at 30 June 2017, the Group has no litigation.

As at 30 June 2017, the issued share capital of the Company was
HK$58,256,838 divided into 5,825,683,834 Shares with a nominal value of
HK$0.01 each.

The Board resolved not to declare any interim dividend for the six months
ended 30 June 2017 (30 June 2016: Nil).
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At 30 June 2017, the interests or short positions of the Directors and chief
executives of the Company in the shares, underlying shares and debentures
of the Company or any associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571, Laws of
Hong Kong) (“SFO")), which were notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to have under
such provision of the SFO), or which were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein, or which were
required to notify to the Company and the Stock Exchange, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code"), are set out below:

Long position/

Name of Director Capacity short position
ExEpg % HR/ %R
Xu Tie-liang Interest in controlled corporations Long position
FER REHEE 2 A
Zhu Yuan Beneficial owner Long position
KE ERBEEA 55 )
Cheung Shing Beneficial owner Long position
SRR ERBEBA e
Notes:

1. 353,120,130 ordinary shares and 1,074,434,000 ordinary shares of the
Company (“Shares”) are held through Sino Advance Holdings Limited
("Sino Advance”) and Sino Vantage Management Limited (“Sino Vantage")
respectively, both of which were incorporated in the British Virgin Islands with
limited liability and are wholly-owned by Sino Best International Group Limited
("Sino Best”) (a company incorporated in the British Virgin Islands with limited
liability) which in turn is wholly and beneficially owned by Mr. Xu Tie-liang (“Mr
Xu"). Therefore, Mr. Xu is deemed to be interested in the 1,427,554,130 Shares
pursuant to the SFO.
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Approximate
percentage of the

Company's issued

Number of share capital
ordinary NG|
shares held BEITRA
BFELBERYA BREIH
1,427,554,130 24.50%
2,750,000 0.05%
1,518,000 0.03%
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1. 353,120,130 8% 2 1,074,434,000f% A 7 & &8
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Management Limited ([Sino Vantagel)#%5 -
Sino Advance % Sino Vantage A7 & #
RMRESEMKZZERLR - AP RERE
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e A IRBEZHFRBEBERD - FFEERER
AM1,427,554,130 BRAR (5 R HE B g 2s ©



2. These 2,750,000 Shares include (1) 2,350,000 Shares held by Mr. Zhu Yuan;
and (2) 400,000 restricted shares granted to Mr. Zhu Yuan pursuant to the
Restricted Share Award Scheme adopted by the Board on 4 November 2011.

Save as disclosed above, none of the Directors or chief executives of the
Company had any interests or short positions in the shares, underlying shares
or debentures of the Company which were recorded on the register required
to be kept under section 352 of the SFO or notified to the Company and the
Stock Exchange pursuant to the Model Code as at 30 June 2017.

At 30 June 2017, the register of substantial shareholders maintained by the
Company pursuant to section 336 of the SFO showed that other than the
interests disclosed above in respect of certain Directors and chief executives,
the following shareholders had notified the Company of relevant interests in
the issued share capital of the Company:

Name of Long position/
shareholder Capacity short position
RR &M 514 #R/ %R

Beneficial owner
ExBAA e

Sino Advance

Sino Advance

Beneficial owner
ExBAA e

Sino Vantage

Sino Vantage

Sino Best Interest in controlled corporations  Long position
FRER REEHER 2 s 55}

Note: Sino Advance and Sino Vantage are wholly-owned by Sino Best which in turn
is wholly and beneficially owned by Mr. Xu Tie-liang. Hence, Mr. Xu is deemed
to be interested in the 353,120,130 Shares and 1,074,434,000 Shares held
through Sino Advance and Sino Vantage respectively.

Save as disclosed above, no other parties were recorded in the register of
the Company required to be kept under section 336 of the SFO as having
interests or short positions in the shares or underlying shares of the Company
as at 30 June 2017.

Long position

Long position
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The Company adopted a new share option scheme (the “New Share
Option Scheme”) at the special general meeting of the Company held on
23 November 2011. Pursuant to the New Share Option Scheme, the Board
may at its discretion offer options to any eligible participant including,
but not limited to any person being an employee, executive directors or
non-executive directors of the Group or any invested entity (including
independent non-executive directors of the Group or any invested entity)
and any suppliers, consultants or advisers who will provide or have provided
services to the Group or any invested entity.

Details of movements in the share options granted under the New Share
Option Scheme are as follows:

REAMN B ——F+ A+ =ARTHORRE
BIRE BRI AR &) ([ 3BT E ) -
RIBFBRE S EFERTHIEREZBRET
HAaER2EE  BREATRREBSH AR
BERZREE HOTEFHHFATER(BRESE
BN EMIRERERZBUIFNTES) UARME
AR EEAERNEMRETRIEHRE 2
HIER - AR -

RBEFTRE IR B L 2 AR E B A B H 5 4
T

Outstanding as at
30 June 2017
Name or category Granted during Exercised during Lapsed during RZE-tf
of participants Exercise price Date of grant Exercisable period the Period the Period the Period AB=TH
VL] k8 RiiAH i HRRl G HREN HRITE
(HKS)
(#7)
Employees [EE 0.46 2210172016 2210172018 t0 21/01/2026 — — — 100,000,000
Total #83f — — - 100,000,000
Note: Htat -

These share options are exerciseable in the following manner:

(0]

30% of the share options shall become exercisable on 22 January 2018;

(ii)

30% of the share options shall become exercisable on 22 January 2019; and

(iii)

40% of the share options shall become exercisable on 22 January 2020.

These share options were granted on 22 January 2016, the closing price of
the shares on 21 January 2016, being the date immediately before the date
of grant, was HK$0.43.

Neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the six months ended 30
June 2017, other than those purchased by its trustee for the Restricted Share
Award Scheme adopted by the Board on 4 November 2011.
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The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) as the
code of conduct regarding securities transactions by the Directors. Having
made specific enquiries of all Directors, the Company confirmed that all
Directors have complied with the required standards set out in the Model
Code throughout the Period.

The Company has all along committed to fulfilling its responsibilities to
its shareholders by ensuring that the proper processes for supervision and
management of the Group’s businesses are duly operated and reviewed and
that good corporate governance practices and procedures are established
throughout the six months ended 30 June 2017. The Company has adopted
the code provisions set out in the Corporate Governance Code (the “CG
Code") as set out in Appendix 14 to the Listing Rules as its own code of
corporate governance.

During the six months ended 30 June 2017, the Company was in compliance
with the relevant code provisions set out in the CG Code except for the
deviations as explained below.

Code provision A.2.1 of the CG Code provides that the responsibilities
between chairman and chief executive officer should be divided. Mr. Xu Tie-
liang is the Chairman and the Chief Executive Officer of the Company. The
Board believes that vesting the roles of both Chairman and Chief Executive
Officer in the same person has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic
planning for the Group. The Board believes that the balance of power and
authority for the present arrangement will not be impaired and is adequately
ensured by current Board which comprises experienced and high caliber
individuals with sufficient number thereof being independent non-executive
Directors.

Code provision A.4.1 of the CG Code provides that non-executive directors
should be appointed for a specific term and subject to re-election. The
independent non-executive Directors are not appointed for a specific term,
but they are subject to retirement from office by rotation at least once every
three years in accordance with the Bye-Laws of the Company (the “Bye-
Laws").
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Code provision D.1.4 of the CG Code requires that the Company should
have formal letters of appointment for directors setting out the key terms
and conditions of their appointment. The Company did not have formal
letters of appointment for Directors (except for Mr. Xu Tie-liang). However,
the Directors shall be subject to retirement by rotation in accordance with
the Bye-Laws. In addition, the Directors are required to refer to the guidelines
set out in “A Guide on Directors’ Duties” issued by the Companies Registry
and “Guidelines for Directors” and “Guide for Independent Non-executive
Directors” (if applicable) published by the Hong Kong Institute of Directors
in performing their duties and responsibilities as Directors. Besides, the
Directors are required to comply with the requirements under statute and
common law, the Listing Rules, legal and other regulatory requirements and
the Company’s business and governance policies.

Save as the aforesaid and in the opinion of the Directors, the Company has
met all relevant code provisions as set out in the CG Code during the six
months ended 30 June 2017.

The Company established the Audit Committee in 1998 with written terms
of reference in compliance with the CG Code, which is currently made
available on the Stock Exchange’s website and the Company’s website.

The Audit Committee is mainly responsible for making recommendations
to the Board on the appointment, re-appointment and removal of the
external auditor and to approve the remuneration and terms of engagement
of the external auditor, and any questions of resignation or dismissal of
such auditor; reviewing the interim and annual reports and accounts of the
Group; and overseeing the Company'’s financial reporting system including
the adequacy of resources, qualifications and experience of staff in charge of
the Company's financial reporting function and their training arrangement
and budget, and to review the risk management and internal control
systems.

The Audit Committee comprises three independent non-executive Directors,
namely Mr. Li Yunlong (as chairman), Mr. Wang Guangtian and Mr. Yang
Jie. The Audit Committee has reviewed the unaudited interim financial
statements of the Group for the six months ended 30 June 2017.

By Order of the Board
China Oil And Gas Group Limited
Xu Tie-liang

Chairman

Hong Kong, 28 August 2017
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