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Interim Results

The board of directors (the “Board”) of Sino Oil and Gas Holdings
Limited (the “Company”) announces the unaudited interim results
of the Company and its subsidiaries (collectively the “Group”) for

the six months ended 30 June 2018 as follows:

Condensed Consolidated Statement
of Comprehensive Income

For the six months ended 30 June 2018

e

TEHRERERAR([ArRNEFE([EFE))
B ARRREMB LR (BHEIAKE]) B E2018
F6HIOBIEAREAZARELPHEEANT :

LA

#H £2018%F6 A30H I/~ 1@ A

2018 2017
(Unaudited) (Unaudited)
(REER) (REEEZ)

Notes HK$’000 HK$'000

B 5 FTHET T T
Revenue & 5 314,790 310,649
Direct costs HERA (299,488) (287,913)
Gross profit EA 15,302 22,736
Other income H Uz A 6 42,796 28,607
Other (losses) and gains, net Hah (E5ER) s FHE 7 (20,470) 64,092
Selling and distribution expenses HERDHER (1,970) -
Administrative expenses TREHR (39,728) (42,468)
(Loss)/Profit from operations g (FE) B8R (4,070) 72,967
Finance costs Bl & pR AR 8(a) (158,261) (138,121)
Share of loss of an associate FE(R — KB & R R E 1B (99) (289)
Loss before income tax expense BRETER X HATEE 8 (162,430) (65,443)
Income tax expense FTi8 %tz i 9 (2,173) (2,125)
Loss for the period AEEE (164,603) (67,568)
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Condensed Consolidated Statement

of Comprehensive Income

For the six months ended 30 June 2018

BE AR

#H E2018F6 A30H -/~ & A

2018 2017
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Notes HK$’000 HK$’000
F 5 FERT FAT
Other comprehensive income, after tax Hih2mEK s BRBE
Item that may be reclassified to profit or loss: FHEEHR S EEZEF2ER :
Exchange differences on translating BMEFIINEB 2 ELEZR
foreign operations (98,822) 142,432
Changes in fair value of available-for-sale HEEeREEZATEES
investments - (236)
Item that will not be reclassified to T EEH»PEZEHZZER :
profit or loss:
Change in fair value of financial assets EATEZBEMEEKE
at fair value through other comprehensive TR IS EEZ A EED
income (non-recycling) (T EELEEER) (4,151) -
Other comprehensive income for AEEMEERE - BREE
the period, after tax (102,973) 142196
Total comprehensive income for the period AHE2EKRAE (267,576) 74,628
(Loss)/profit attributable to: TR ALEW(EBE), S&F
Owners of the Company KRABEB A (165,176) (69,809)
Non-controlling interests s 573 2,241
(164,603) (67,568)
Total comprehensive income attributable to: DTFTATEEEEZERE :
Owners of the Company ZIN/NEIEZ RSN (269,503) 72,022
Non-controlling interests FE 5 IS 5 1,927 2606
(267,576) 74,628
HKS$ cents HK$ cents
7 7T (i) 77 ()
Loss«per share BREE
— Basic and diluted —EAREE 11 (0.887) (0.411)

_all
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AR 4RE B SRR

Condensed Consolidated Statement
of Financial Position

At 30 June 2018 1201846 A30H
30.06.2018 31.12.2017
(Unaudited) (Audited)
(REER) (B&%)
Notes HK$’000 HK$’000 HK$’000 HK$'000
B &E TR FTHT FHT FET
ASSETS AND LIABILITIES EERAEE
Non-current assets ERBEE
Property, plant and equipment ME  BERZRE 12 2,075,757 2,110,392
Oil and gas exploration and evaluation assets i &R R4 E 59,776 57,255
Payment for leasehold land held for own use & A E + 1% 4,188 4,356
Intangible assets EEE 13 2,311,650 2,353,579
Goodwill HE 51,208 51,877
Interest in a joint venture R—REELEZER - -
Interest in an associate R—REE DR 2w 58,756 59,137
Financial assets at fair value through BATEEBERIIEMN
profit or loss MHREE 29,688 30,077
Financial assets at fair value through BEATEEBEMEEEE
other comprehensive income 5l R ) B 75 & B 1,258 -
Available-for-sale investments AEHESREE - 5,409
Deposits and prepayments e RAMHE 14 90,785 95,777
Loan receivables W E R 15,921 19,211
Total non-current assets ERBEELT 4,698,987 4,787,070
Current assets REBEE
Inventories & 60,044 15,070
Financial assets at fair value through BATESBERIIEN
profit or loss MHREE 15,325 21,529
Trade, notes and other receivables, EMBR - BIRER - Hi
deposits and prepayments MEWERR - e RFBRFUE 14 401,016 438,570
Short-term investment REEE 76,208 77,205
Loan receivables JE W E TR 22,992 48,029
Amount due from a joint venture Bl —Re2tENE 320 320
Cash and cash equivalents BekBEEZEEY 57,729 21,766
Total current assets MENEERE 633,634 622,489
Total assets BEE 5,332,621 5,409,559
Current liabilities RBEE
Trade, other payables and accruals JEFTAR R E A e 3KIE
LERER 15 (418,427) (407,832)
Borrowings BE 16 (130,400) (77,437)
Convertible notes RREE 17 (160,442) (297,142)
Financial liabilities at fair value through BATEEBERIIEMN
profit or loss % aE 17 (53,313) (37,895)
Taxation g (6,257) (6,474)
Total current liabilities MENBERE (768,839) (826,780)
Net current liabilities REBEE (135,205)
Total assets less current liabilities BEERRBER 4,563,782 4,582,779
Interim Report 2018 /1 Hi % & 1
B

h 4



Condensed Consolidated Statement

of Financial Position

AR 4RE B SRR

At 30 June 2018 1201846 A30H
30.06.2018 31.12.2017
(Unaudited) (Audited)
(REER) (BER)
Notes HK$’000 HK$’000 HK$'000 HK$'000
B & THER THET FTET FHT

Non-current liabilities FREEE
Provisions B A (6,623) (6,709)
Borrowings fEBE 16 (454,120) (456,451)
Convertible notes ARRER 17 (1,013,802) (940,889)
Deferred tax EERIR (13,173) (14,235)
Total non-current liabilities FnBaEaE (1,487,718) (1,418,284)
NET ASSETS BEFE 3,076,064 3,164,495
Capital and reserves attributable to KEAREEARMEER

owners of the Company S84

Share capital & A 18 199,188 165,388

Reserves s 2,858,294 2,982,452
Equity attributable to owners of the Company AR FEA AJE(G = 3,057,482 3,147,840
Non-controlling interests RS 18,582 16,655
TOTAL EQUITY MR 3,076,064 3,164,495

2 Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



Condensed Consolidated Statement
of Changes in Equity

For the six months ended 30 June 2018 — unaudited

GES

HZE2018F6 A30H IE/~ 8 A — R AEEZX

2 A

e

4

fi 2
071

BB

Available-
Share for-sale Convertible Non-
Share Share  Contributed option  investments Fair value  note equity Exchange Accumulated controlling Total
capital premium surplus reserve reserve reserve reserve reserve losses Total interests equity
BRE  AHuE LYE  TRREE R
Bx  RGEE  44ER i SREERE fiff EERE EARE  2HEE Ch) B# s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T AR ThL T TR i ThR T TR ThL ThR T
At 1 January 2018 R2018F181R 165,388 4,120,104 81,043 107,853 (2,188) - - 5006 (1,329,366) 3,147,840 16,655 3,164,495
Reclassification (note 4)  Z47 A% (fiit4) - - - - 2,188 (2,188) - - - - - -
165,388 4,120,104 81,043 107,853 - (2,188) - 5006 (1,329,366) 3,147,840 16,655 3,164,495
(Loss)/profit for the period 75 (51%8) /&7 - - - - - - - - (165176)  (165,176) 573 (164,603)
Other comprenensive income £ 2 E & - - - - - (4,151) - (100,176) - (104,327) 1,354 (102,973)
Total comprehensive income  AHi2E KL%
for the period - - - - - (4,151) - (100176)  (165176)  (269,503) 1927 (267,576)
Issue of shares B 33,800 145345 - - - - - - - 179,145 - 179,145
At 30 June 2018 R201856430R 199,188 4,265,449 81,043 107,853 - (6,339) - (95,170)  (1,494,542) 3,057,482 18,582 3,076,064
At 1 January 2017 R20175181R 170,937 4,212,718 81,043 110,344 (260) - 10,409 (327,155) (1,181,905 3,076,131 15512 3,091,643
(Loss)/profit for the period A5} (5%8) /37 (69,809)  (69,809) 2,241 (67,568)
Other comprehensive income £t 2 EIMi& - - - - (236) - - 142,067 - 141,831 365 142,196
Total comprehensive income  AE 2 A%
for the period - - - - (236) - - 142,067 (69,809) 72,022 2,606 74,628
Release upon redemption B A EKEER
of convertible notes & - = = - - = (10,409) - 10,409 = = -
Repurchase of shares EERH (2,607) (46,383) - - - - - - - (48,990) - (48,990)
Release upon lapse of REBBERE
vested share options KRERE - - - (3,088) - - - - 3,088 - - -
Others Afh - - - - - - - (16) - (16) 568 552
At 30 June 2017 #2017%6 530 168,330 4,166,335 81,043 107,256 (496) - - (185,104) (1,238.217) 3,099,147 18,686 3,117,833
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Condensed Consolidated Statement B S S RER
of Cash Flows

For the six months ended 30 June 2018 #H 220186 A30H 1L751E A

2018 2017
(Unaudited) (Unaudited)
(REBER) (CREEEZ)

HK$’000 HK$’000
FERT FAT
Net cash generated from operating activities REERFTEEZRSFEHE 2,577 27,425
Net cash used in investing activities RETHAZESFE (1,265) (159,310)
Net cash generated from/(used in) before BMEEREAMELS, (FTA) 2RL R4
financing activities 1,312 (131,885)
Net cash generated from/(used in) BMETHEE(FTA)ZREFHE
financing activities 37,381 (100,235)
Net increase/(decrease) in cash and cash REeERBELEBWEM (D) FE
equivalents 38,693 (232,120)
Cash and cash equivalents at 1 January RIA1BZRE RREEEY 21,766 251,530
Effect of foreign exchange rate changes on ReERBEeEBEYVEREH  FE
cash and cash equivalents (2,730) 8,655
Cash and cash equivalents at 30 June, MR6A30RZRE NIAEEEY
representing cash and bank balances — B3R & M IRTT 45 B4 57,729 28,065
2 Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



GENERAL

The Company was incorporated as an exempted company with
limited liability in Bermuda on 2 November 1999 under the
Companies Act 1981 of Bermuda (as amended) 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 1201-1202, 12/F., Li Po Chun Chambers, 189 Des
Voeux Road Central, Hong Kong, respectively.

BASIS OF PREPARATION AND GOING CONCERN

ASSUMPTION

(a) Basis of preparation
The interim financial report of the Group has been
prepared in accordance with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) and the Hong Kong Accounting
Standard (“HKAS”) 34, “Interim Financial Reporting”,
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). The preparation of an
interim report in conformity with HKAS 34 requires
management to make judgments, estimates and
assumptions that affect the application of policies and
reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results
may differ from these estimates. This interim financial
report contains condensed consolidated financial
statements and selected explanatory notes. The notes
include an explanation of events and transactions that
are significant to an understanding of the changes in
financial position and performance of the Group since the
2017 annual financial statements. The interim financial
statements and notes thereon do not include all of the
information required for a full set of financial statements
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”).

This interim financial report is unaudited, but has been
reviewed by the Company’s Audit Committee.
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Notes to the Financial Statements

2. BASIS OF PREPARATION AND GOING CONCERN
ASSUMPTION (Continued)

(a)

(b)

Basis of preparation (Continued)

The financial information relating to the financial year
ended 31 December 2017 that is included in this interim
financial report as being previously reported information
does not constitute the Group’s statutory financial
statements for that financial year but is derived from
those financial statements. The auditor has expressed
disclaimer of opinion on those financial statements in
his report dated 29 March 2018. Statutory financial
statements for the year ended 31 December 2017 are
available from the Company’s head office or at the
Company’s website (www.sino-oilgas.hk).

Going concern assumption

As at 30 June 2018, the Group had net current liabilities
of HK$135,205,000.
uncertainty which may cast significant doubt about the

It indicates the existence of
Group’s ability to continue as a going concern.

The Group is actively identifying any possible financing
options to strengthen the liquidity of the Group. In
July 2018, the Company issued 3,980,000,000 and
3,980,000,000 ordinary shares at a price of HK$0.036
and HK$0.03 respectively to two independent investors.
The total net proceeds from these two subscriptions is
approximately HK$262,000,000. The Group has settled
the principal and interest of certain convertible notes
with total amount of approximately HK$200,000,000
and also partially settled borrowings of HK$45,000,000
subsequent to the date of reporting. After the above-
mentioned shares subscriptions and settlement of
certain current financial obligations, the Group is at net
current assets position.

In addition, three major shareholders of the Company
have confirmed that they will provide continuing
and sufficient support to the Group when the Group
encounters financial difficulties. The Group would have
sufficient working capital to finance its operations
and to meet its financial obligations as and when they
fall due within the next twelve months from the date
of the condensed consolidated financial statements.
Accordingly, the directors are of the opinion that it is
appropriate to prepare the financial statements for the
period ended 30 June 2018 on a going concern basis.

y
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SIGNIFICANT ACCOUNTING POLICIES

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2017 annual
financial statements, which have been prepared in accordance
with all applicable HKFRSs, except for the new standards,
amendments and interpretations of HKFRSs issued by HKICPA
which have become effective in this period.

Details of the changes in accounting policies due to the
adoption of new and revised HKFRSs are set out in note 4.

ADOPTION OF NEW AND REVISED HKFRSs

The HKICPA has issued a number of HKFRSs and amendments
to HKFRSs that are first effective for the current accounting
period of the Group:

HKFRS 9, Financial instruments

3 HKFRS 15, Revenue from Contracts with Customers

. Amendments to HKFRS 2, Classification and Measurement
of Share-Based Payment Transactions

3 Amendments to HKFRS 15, Revenue from Contracts with
Customers (Clarification to HKFRS 15)

o HK(IFRIC) — Int 22, Foreign Currency Transactions and
Advance Consideration

3 Amendments to HKFRS 10 and HKAS 28, Sale or
Contribution of Asset between an Investor and its

Associate or Joint Venture

The impact of the adoption of HKFRS 9 Financial Instruments
and HKFRS 15 Revenue from Contracts with Customers
have been summarised in below. The other new or amended
HKFRSs that are effective from 1 January 2018 did not have

any material impact on the Group’s accounting policies.
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Notes to the Financial Statements

4. ADOPTION OF NEW AND REVISED HKFRSs 4., BGFTR KBTS B SR EER
(Continued) (&

(a) HKFRS 9, Financial instruments, including the
amendment to HKFRS 9

Under the transition methods chosen, the Group

(a) EEMBHREENFESR emI A
(BEEBMBEHREEREIFR Z185T)
RIBEFTEENBE R L NEEREREXE
AEBMEHRELENFOFRHRFTHENESR
2018F1 A1 AR BMIRTEN AR - LA
B KRB o

recognises cumulative effect of the initial application of
HKFRS 9 as an adjustment to the opening balance of
equity at 1 January 2018. Comparative information is not
restated.

NIERM T S B 2 B E E R R 20184F
1A1BBE B G EREINRNRE D HA

The following table gives a summary of the original

measurement categories under HKAS 39 and the new

measurement categories under HKFRS 9 for each class

of the Group’s financial assets and reserves as at

1 January 2018:

EEHEMBMELERNESRH 2 BNHE

Carrying Carrying
amounts at amounts at
31 December 1 January
2017 under Reclassification 2018 under
HKAS 39 under HKFRS 9 HKFRS 9
Bi%
RiE BEEBUK
EBEHER &%= A
HI9F R B FIR TR
H9 AR E (B PEER Y BR [ {8
20175 M| E 2018%F
12H31H %= R 95 1H1H
HK$'000 HK$'000 HK$'000
TET FET TET
Financial assets at fair value RATEZAAMEE
through other comprehensive WP IS & =
income (“FVTOCI”) - 5,409 5,409
Available-for-sale investments AHEESRmEE 5,409 (5,409) -
Fair value reserve (non-recycling) R FE#HE (T EESEAEIER) - (2,188) (2,188)
Available-for-sale investments AN EcHEESHHR
reserve (recycling) (MENHEER) (2,188) 2,188 -

MR2018F1 18 » AEEMEVKAENS
EREREENERAESYBRELENE
B RITEATE o

The classification and carrying amounts for all financial
p— liabilities of the Group at 1 January 2018 have not been
materially impacted by the initial adoption of HKFRS 9.

1 Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



4. ADOPTION OF NEW AND REVISED HKFRSs
(Continued)

(a)

(b)

HKFRS 9, Financial instruments, including the
amendment to HKFRS 9 (Continued)

Impairment of financial assets

HKFRS 9 replaces the
model in HKAS 39 with a forward-looking “expected

“incurred loss” impairment

credit loss” model. The Group applies simplified
approach to recognise lifetime expected losses for all
receivables. The credit losses calculated pursuant to
the new requirements are not significantly different from
the amounts recognised under the current practices.
Therefore, the Group considered no adjustment is
necessary.

HKFRS 15, Revenue from Contracts with
Customers, including the amendment to HKFRS
15

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related interpretations. HKFRS
15 has established a five-steps model to account for
revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at the amount that
reflects the consideration to which an entity expects to
be entitled in exchange for transferring goods or services
to a customer.

The Group has adopted HKFRS 15 using the cumulative
effect method without practical expedients. The
application of HKFRS 15 does not have a material impact
on the timing and amounts of revenue recognition of the
Group. Therefore, the Group considered no adjustment is

necessary.
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Notes to the Financial Statements

_—

REVENUE AND SEGMENT REPORTING

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 four (2017: four) 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:

i) Coalbed methane: Exploration, development and
production of coalbed methane
ii) Raw and cleaned coal: Raw coal washing and sale of
raw and cleaned coal

iii) Oil and gas exploitation: Exploitation and sale of crude
oil and natural gas

iv)  Financial services: Provision of financial services

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.

EXRBER T BHRE

AEEIR T BEERKEFHNIL A UAE G RIS
REZBEBEERLEDE °

REFEVER ME (20174 - FHE) AT#REDHEL - A
REBEBRETAERERBTETREREK
W MO MBEBLER - ATREAKEAIHRED
MEBEBZME

) RER BE - BEAEER
BR

i) R R A AR T B R
R ¥

i) FRARATEE :  BRRHEFHAR
KR

V) @ ERT RS BBS

EBOHEALBEHEXNEERS - EEWARF

XTNBEERLEDH RAREIEEKZERRE
AEDHRBEN D MEAAELE BT AR
NMFIXXHER °
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5. REVENUE AND SEGMENT REPORTING (Continued) 5., BEEXEL oML (£Z)
The segment information about these businesses is set out as ERZEERZDAEREHIMT ¢
follows:

For the six months ended 30 June 2018 H Z2018F6H30H LL <@ A
Coalbed Raw and 0il and gas Financial
methane cleaned coal exploitation services Unallocated Total
vap: il
RER RRERER RARHK SRAE AAE it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T#n Tin Tir Tin Tir Tir
Results 5
Revenue from external customers” BXB-KRIRERZEAD 44,47 267,488 - 3,155 - 314,790
Segment results'” APEED 15,612 5,627 6,577 4,247 (20,715) 11,348
Change in fair value of financial liabilities at BATEEBERIIEN
fair value through profit or loss B%aEZEY - - - - (15,418) (15,418)
Finance costs BERA - (1,161) - - (157,100) (158,261)
Share of loss of an associate EE-FEERAER (99) - - - - (99)
Profit/(loss) before income tax expense BREERX LA/ (BR) 15,513 4,466 6,577 4,247 (193,233) (162,430)
Income tax expense icts - (2173) - - - (2173)
Profit/(loss) for the period rHEH/ (BR) 15,513 2,293 6,577 4,247 (193,233) (164,603)
Assets and liabilities EERER
At 30 June 2018 201856308
Reportable segment assets'" REAHEED 4,549,202 214,558 342,436 41,407 125,018 5,332,621
Reportable segment liabilities"” IREAPEED 307,738 60,196 - 554 1,888,069 2,256,557
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Notes to the Financial Statements

5. REVENUE AND SEGMENT REPORTING (Continued) 5. %%%ﬁ&ﬁ%ﬂiﬁ% (,5/5%)
For the six months ended 30 June 2017 H E£2017F6A30H L/ E A
Coalbed Raw and Oil and gas Financial
methane cleaned coal exploitation services Unallocated Total
R
BER REREE ARREF LRAH AR &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL BT TEL TEL TiL TEL
Results £
Revenue from external customers EXE-RBNREPZHA 37,769 272,000 - 880 - 310,649
Segment results!” AEEED 12,691 11,104 7,905 (3,645) (16,532) 11,523
Change in fair value of financial liabilities BATEEBERIIEN
through profit or loss BkaEZE - - - - 61,444 61,444
Finance costs BEKK - (2,606) - - (135,515) (138,121)
Share of loss of an associate El-FBEAAER (289) - - - - (289)
Profit/ (loss) before income tax expense BREERX LA/ (BR) 12,402 8,498 7,905 (3,645) (90,603) (65,443)
Income tax expense icts - (2,125) = = = (2,125)
Profit/(loss) for the period AEER/ (F8) 12,402 6,373 7,905 (3,645) (90,603) (67,568)
Assets and liabilities BERER
At 30 June 2017 R20176 530
Reportable segment assets™ RED PG E 4,453,951 267,837 320,779 50,265 123,275 5,216,107
Reportable segment liabilities™ HREDPE B 230,410 85,843 16 81 1,781,924 2,098,274
_ 1l| Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



5. REVENUE AND SEGMENT REPORTING (Continued)

Notes:

(M)

(i)

(iii)

The contract assets are recognised as receivables only if the
Group has an unconditional right to consideration of a contract
with customer. If the Group recognises the related revenue
before being unconditionally entitled to that consideration, the
entitlement to consideration is recognised as contract assets.
Contract liabilities are associated with consideration received
from customers in advance of transferring goods promised in a
contract. Contract assets and contract liabilities arising from the
Company’s contracts with customers as at 30 June 2018 are
recorded within trade, notes and other receivables, deposits and
prepayments (note 14(iv)) and trade, other payables and accruals
(note 15(ii)) respectively. There have been no impairment loss

recognised related to the contract assets.

Unallocated results mainly include salaries, rental expense and

professional fees for Hong Kong head office.

Unallocated assets mainly include cash and cash equivalents
in head office, short term investment, financial assets at fair
value through profit or loss, financial assets at fair value through
other comprehensive income and available-for-sale investments.
Unallocated liabilities mainly include financial liabilities at fair

value through profit or loss, borrowings and convertible notes.

Interim Report 2018 /1 Hi % &
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5. ¥XFERIWERE (&
B

()

(iii)

EAREBEHEA E G0 mE P UCEE (B f R R AR
BRA - A A BEAREREE - SHABIRER
AHEEN MR R E N E P SRR F AT
EHE - R2018F6A308 - AEBHAKNMEERN
AEHNEEMBEY AN ERER  BRER H
ftb FE U BR 3K~ 1R & R FBAS ZIE (M T 14Giv)) R Ef
BRR - H At fEAT I R TEIR & A (Mt 3E15(ii) A5
H-ANEEWRGELRE -

ROMEERTEBDEIRA  HeREXERSEE
BRMERRAX

APEEEIZEREARANRENESEEY -
SHERE  BAFEERBBERIIRNMBEE &
DR 8 Al 2 T U a B BR B9 B 7 A A AN AT 4
HESREE AOEEEIERERATFEESR
BRIRNTBEE BERATBRKRREE-
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Notes to the Financial Statements

6. OTHER INCOME 6. Hug A
Six months ended 30 June
B Z6H30H LA 1EA
2018 2017
HK$’000 HK$’000
FHERT TETT
Interest income F 2 WA
— bank deposits —RITTFE 6 43
— short-term investment —REHKAE 5,103 4,688
— others (note (i)) — E A (FI () 10,432 11,858
Total interest income on financial assets that 37 3E3R A FEN B 2558k 2
are not at fair value through profit or loss MEEEZFBEWRALREE 15,541 16,589
Government subsidies and grants (note (ii)) R 7S #78 B R 47 B (B (i) ) 26,774 11,880
Others E A, 481 138
42,796 28,607
Notes: M5
(i) It mainly represents the interest income from the refundable (i) HMABRAZTZEAKBNZAHEERZEZS
deposits paid for possible acquisitions of Canada oil fields. B A B U A (B sE14(iv)) °
Details please refer to note 14(iv).
(if) It represents the regular subsidies from relevant government (i) UL JYAERAB AT PP % R 20174 (201746 5308 1E
authority on the sales of coalbed methane for the year of 2017 NEA  KE2016F ) HERIEENE EFALLE
(six months ended 30 June 2017: for the year of 2016) and RGP EERIEE RO 2 EER (2017F6
VAT refund on the sales of coalbed methane from local tax A30BILNER &) HELEREEEBRS I
bureau (six months ended 30 June 2017: nil). Both of them were (MfEE5) °
generated from the coalbed methane segment as disclosed in
note 5.
7. OTHER (LOSSES) AND GAINS, NET 7. Hir (FE) W% BE
Six months ended 30 June
EHZ6H30H L/~ 1EA
2018 2017
HK$’000 HK$’000
FERT THETT
~_Change in fair value of financial liabilities ERAFEEBRIEREYRNTE
~ at fair value through profit or loss BEATEED (15,418) 61,444
" Exchange loss, net b X B8 %88 (2,494) (566)
Others Hib (2,558) 3,214
(20,470) 64,092
2 Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



8.

LOSS BEFORE INCOME TAX EXPENSE

Loss before income tax expense is arrived at after charging:

BT 15 R I

]|E||-||/

8. BRIMBHRIXLAGE
PR BT 15 B S AT A R 2 0 -

Six months ended 30 June

HZ6H30A L~ AR
2018 2017
HK$’000 HK$'000
TERT FHET
a) Finance costs a) MERAE
Amortisation of convertible notes transaction costs AHRRERH 5 KA 25 - 7,658
Amortisation of corporate bonds transaction costs TEBHFNRIHA 2 HH 5,880 5,183
Interest on borrowings BEFE 19,962 -
Imputed interest on convertible notes HMRZEE 7RSS 126,403 133,065
Interest on corporate bonds TEBHZFE 17,076 14,436
Others Hith 940 2,779
170,261 163,121
Less: interest capitalised in qualifying assets B EBAAREEZENLAE (12,000) (25,000)
158,261 138,121
b) Employee costs (including directors’ remuneration) by EIRK(BEEEHS)
Salaries, wages and other benefits ¢ TEREMBF 13,320 15,611
Contributions to defined contribution retirement plan TS TR NG 8 2 3 267 290
13,587 15,901
c) Other items c) HftEH
Cost of inventories sold recognised as expenses BEEFERAEREER 253,289 253,375
Depreciation of property, plant and equipment ME BEKZBZTE 27,669 21,613
Amortisation of payments for leasehold land held for own use BERMAE 2 8 115 106
Amortisation of intangible assets BREAEZEH 11,358 10,083
Minimum lease payments under operating lease REME HERERE
— property rentals —-MERS 7,220 5,407

Interim Report 2018 /1 Hi % &
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Notes to the Financial Statements

10.

11.

INCOME TAX EXPENSE 9. FIB#H X H
No provision for Hong Kong profits tax has been made as H £2018F6 A30H &2017F6 308 1k 7~ &
the group companies did not have any estimated assessable A AREBERA T EBEBNEBFEH 2 T
profits subject to Hong Kong profits tax for the period ended FESRFHA - W EAIE BB ERBE - HE
30 June 2018 and 2017. During the period ended 30 June 2018F6 A30H &2017F6 A30H L/~ @ A * L
2018 and 2017, the subsidiaries in the People’s Republic of REEAREIMB((FR]) ZHEQRREER
China (“PRC”) were subject to statutory tax rate of 25%. TOS%EN T IR ©
The amount of income tax expense, charged to the condensed B EESS AN ENFTERSIE
consolidated statement of comprehensive income represents:
Six months ended 30 June
B Z6H30H L ~ER
2018 2017
HK$’000 HK$'000
FET FH&T
Current income tax BB F 15 75
— PRC enterprises income tax —HRREPEMER 3,085 2,963
Deferred tax for the period BN IR IE R IR (912) (838)
Income tax expense Frig i 2,173 2,125
DIVIDEND 10. R 2
The directors have neither declared nor proposed any EEIET R ERE 2201856 A30H (E7~ 1A
dividends in respect of the six months ended 30 June 2018 AZMRE (HE201756 A308 1L/~ A A : #) o
(six months ended 30 June 2017: nil).
LOSS PER SHARE 11. SR ERE
a) Basic loss per share a) BREXEE

The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$165,176,000 (six months ended 30 June 2017: loss
of HK$69,809,000) and the weighted average number
of 18,611,618,000 (six months ended 30 June 2017:
16,982,953,000) ordinary shares in issue during the
period.

b) Diluted loss per share

Diluted loss per share for the six months ended 30 June
2018 and 30 June 2017 is the same as the basic loss
per share as the Company’s outstanding share options
and convertible notes, where applicable, had an anti-
dilutive effect on the basic loss per share for the period
ended 30 June 2018 and 30 June 2017.

y

FREAREETDREARNRQREE A ZEGE
$6165,176,000/% 7T (201756 A30H Lk 7~
& B : #51869,809,000/8T) * A MHIAE
AT B 2 INAEF192018,611,618,000/%
(201746 A30H [E75{E : 16,982,953,000
i) LmARErE -

b) BREEER
E £2018F6 A30H 201746 A30H LE/X
AR SR#EEEEEGREKNEEER
B A R AT 2 B AR R AT AR 15 (1A
HEA)  HH E201846A30H K201756
A30B IR EERBBTE -
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12. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2018, the Group
incurred the expenditure on property, plant and equipment with
a cost of HK$13,190,000 (six months ended 30 June 2017:
HK$62,863,000) and interest capitalised is HK$12,000,000
(six months ended 30 June 2017: HK$25,000,000).

13. INTANGIBLE ASSETS
The intangible assets represent mainly an operation rights
in respect of coalbed methane project in the PRC and a
favourable supplier agreement in respect of raw and cleaned
coal project in the PRC.

14. TRADE, NOTES AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS

B 75 i 2k P

12. 9% - BERRZE
# £2018F6A30H L AEA - NEBBERY
¥ BWERZEZENFZKARL3,190,000/%
JC (B Z£20179F6 A301E < & A : 62,863,000/
7L) R E AL F B AR £12,000,00074 7T (B =
201746 H30H 1L /<& A : 25,000,000 7T) °

BEE
mYAEXERNNTERERARN 2 EEER
FAARERIE B 2 B % -
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14. BYHRRR - BIRRE - HABBIRR -
BEREANTRE

30.6.2018 31.12.2017

HK$’000 HK$’000
FExT FET

Non-current assets ERBNE E
Deposits and prepayments (note (ii)) & M FE (B RE(i)) 90,785 95,777

Current assets mENE E
Trade receivables (note (i)) JiE s BR SR (B =% (i) 17,470 8,367
Notes receivable JEWZE & 3,615 18,371
Other receivables (note (iii)) H b e U 3 E (BT s (i) 69,835 54,418
90,920 81,156
Utility deposits KEZ S 2,069 2,781
Other deposits and prepayments (note (iv)) H iz & & T 5IE (K aE(iv)) 308,027 354,633
310,096 357,414
401,016 438,570
Interim Report 2018 /1 Hf 5§ & [
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Notes to the Financial Statements

14. TRADE, NOTES AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (Continued)

Notes:

(i)

(if)

(iii)

(iv)

Trade receivables are expected to be recovered within one year.

All trade receivables are not impaired and related to customers

14, BYHRRR - BIRRE - HABBIR -
BERAMNKEGE)
GEE

()  FARKRERFEFAR-FAKE  ERAAFH
BPARMZEEDE - SAEELRE - BURER

which have good business track records with the Group. Ageing RZEBOTWOT -
analysis of trade receivables is as follows:

30.6.2018 31.12.2017
HK$’000 HK$’000
FET FHT
1 - 30 days 1E30K 9,839 3,652
31 - 60 days 31E60K 4,686 -
61 - 90 days 61ZE90K 2,617 3,401
Over 90 days Z 90K 328 1,314
17,470 8,367

As at 30 June 2018, the balance included prepaid exploration
costs of HK$77,747,000 (31 December 2017: HK$79,968,000)

on the Group’s construction in progress.

As at 30 June 2018, the balance included mainly consideration
receivables of HK$24,000,000 (31 December 2017:
HK$24,000,000) on the disposal of subsidiaries.

As at 30 June 2018, the balance mainly included prepayment
to a raw coal supplier of HK$1,690,000 (31 December 2017:
HK$50,138,000), deposits of HK$238,776,000 (31 December
2017: HK$248,523,000) paid for possible acquisitions of
Canada oil fields and interest receivables of HK$50,248,000 (31
December 2017: HK$41,737,000) in relation to these deposits.
The deposits were interest bearing at 8.5% per annum.

(i) M2018F6H30H ' AR FELHASEETEZLE
Z AN IR AR 77,747,000 7T (20174612 A31
B : 79,968,000/ 7T) °

(iii) 7M2018F6A30H ' %RABELETAFZE
I X f824,000,000% 7t (2017612 A31H :
24,000,000/ 7T) °

(iv) M201846HA30H ' R BEEN — R K%
i% {1 B 791,690,000/ 7T (2017412 A31H :
50,138,000/ 7T ) * #4238,776,000/ 7T (2017
F12H31H : 248,523,000/ jt) K& 1% 4 108
Z FEIF 250,248,000/ 7t (2017412 A31H -
41,737,000 7T) ° ltEEE AR A EI A EKEE NS
KUBAZEE  BREAESF85%:TEFIE -

Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7



15. TRADE, OTHER PAYABLES AND ACCRUALS

]|E||-||/

BT 15 R I

15. BNRM - HttENRERBRE A

30.6.2018 31.12.2017

HK$’000 HK$’000
FHET T T
Trade payables FE A BR 3K 20,094 30,662
Other payables and accruals (note (i)) B RBERIERE R (M E)I) 317,820 325,343
Receipt in advance (note (ii)) FE WK (B =% (i) 75,210 34,972
Amounts due to shareholders (note (iii)) eSS EUD)) 5,303 16,855
418,427 407,832

Notes: B5E -

(i) Other payables mainly included exploration costs payable
of approximately HK$273,723,000 (31 December 2017:
HK$269,828,000) in respect of oil and gas properties.

(ii) It represents the receipt in advance of HK$50,000,000 (31
December 2017: nil) from the share subscriptions in July 2018
as disclosed in the note 22(i) and the receipt in advance from
sale of cleaned coal amounted to HK$25,210,000 (31 December
2017: HK$34,972,000).

(iii) The loans were unsecured, interest free and repayable on

demand.

Interim Report 2018 /1 Hi % &

() HtENRELEBEBEHRIEEZEMNHE
FX 7N #9273,723,000/%8 7T (2017912 4318
269,828,000/ 7T ) ©

(i) TBERFBERDRE (WF22()) HBEKR KA
50,000,000/ & (2017412 A31H : ) KiH &
FE A 7B UKk 525,210,000/ 7T (2017412 A31
H : 34,972,000/ 7T) °

(i) ZERREEAR LERBEEZRANEEE -
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Notes to the Financial Statements

16. BORROWINGS 16. B &
30.6.2018 31.12.2017
HK$’000 HK$’'000
FExT FH&T
Other borrowings — unsecured H IR EE 117,000 77,437
Corporate bonds — unsecured (note) | FEES () 467,520 456,451
584,520 533,888
On demand or within one year BER—FARNEE 130,400 77,437
More than one year, but not exceeding HBiE—F  BRBBEMRE
two years - 10,400
More than two years, but not exceeding BEME B RBBASF
five years 288,000 257,000
More than five years BB A F 166,120 189,051
584,520 533,888
Amount due within one year included in AREBBE—FA
current liabilities El| - g (130,400) (77,437)
Non-current portion BB 454,120 456,451
During the six months ended 30 June 2018, the Company H E2018F6H30H E6E AR AR Al EITR
issued two corporate bonds of HK$6,000,000 (31 December 7 B E F B6% (2017F12H31H: 5%-8%) * &£
2017: HK$143,400,000) which bear fixed interest rate at B 5 Bl B1M8F (20174 12H31H: 2-84F) %
6% per annum (31 December 2017: 5% - 8% per annum) with 6,000,000/8 7T 2 B ¥ &% (20174 12H31H:
maturity in 1 and 8 years respectively (31 December 2017: 2 143,400,000/ L) °
to 8 years).
2 Sino Oil and Gas Holdings Limited F BB R ZE R B R 2 7
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17. CONVERTIBLE NOTES 17. AR EE
Liabilities Derivative Equity
component component component Total
&N TESRS BB ok
HK$’000 HK$'000 HK$’'000 HK$'000
FTAET THT THT FAET

At 1 January 2017 R2017%€1H1H 1,230,412 224,937 10,409 1,465,758

Released upon expiry A E # s B [0 (167,064) - (10,409) (177,473)

Amortisation of transaction costs TN 2 5 14,872 - - 14,872

Imputed interest expense S A 8 5 264,658 - - 264,658

Interest paid BiFIE (104,847) - - (104,847)

Change in fair value ATEZEE - (187,042) — (187,042)

At 31 December 2017 and M2017F12A318 &

at 1 January 2018 R2018%1A1A 1,238,031 37,895 - 1,275,926

Released upon expiry 1A B A 85 8 [e) (144,324) - - (144,324)

Imputed interest expense fE &M 832 126,403 - - 126,403

Interest paid BEAFIE (45,866) - - (45,866)

Change in fair value NYEZES - 15,418 - 15,418

At 30 June 2018 7201846 A30H 1,174,244 53,313 - 1,227,557

Notes: BT

(i) During the six months ended 30 June 2018, the Group partially (i) #HZE2018F6 A 30%&7&3 g ZK;‘E@@HW@
settled one of the convertible notes (“the Bond”) with principal BRE® ((RK]) ZﬁBﬁf%iﬁ%’;ﬂQ,OO0,000E
amount of HK$29,000,000 and entered into an agreement TREREZFHAAGLRE  BBRTAER
with the holder of the Bond to extend the maturity date of the 107,009,0007%@2%5%}}%9’\]?]%@ Bt _'W_W%
Bond with the remaining principal amount of HK$107,000,000 E’\H@W&ﬂﬂ%%&& ° AUt - R Z BB
while the conversion right attached expired. Accordingly, the DERUBHRRMTIGMKENEE -
outstanding amount of the Bond of HK$107,000,000 was
reclassified as borrowings as disclosed in the note 16 to the
financial statements.

(ii) For the six months ended 30 June 2018, imputed interest (ii) 75@2018¢6)i3£5¢61ﬁ]79 © AT AR SRR E B
expense on the convertible notes was charged at the rate of Eﬁﬂ«%iﬁ\ﬁiﬂz%%iﬂ%lSﬂe% - 22.85%f# FA
approximately 18.96% - 22.85% per annum calculated using the BERAEAFTE -
effective interest method.

(iii)  In July 2018, the Company redeemed convertible notes with (iii) Eé2018¢7\ﬂ,’ AABBEO RS ERER
aggregate principal amount of HK$160,000,000. 160,000,000/ 7T 2 A] #2 IR = 4% -

(iv)  Upon the completion of subscription of 3,380,000,000 shares (iv) 759201857)5] 108 58 X 2 & }20.0378 7L 28
of the Company at a price of HK$0.03 per share on 10 July EZJ\E%ZIS’&ﬁ3,380,000,000&H§1ﬁ?§ (P 5
2018 (note 22(i)), the conversion price of the outstanding ’ﬁ%—Fﬂ?ﬁ%%ﬁiﬁ$lﬁﬁgﬁﬁl30y000,oqo7
convertible note with principal amount of US$130,000,000 ZT@HQEH@VE&*@@%% 2 ﬁ%f:&0.0&%E
shall be adjusted accordingly, which is reduced to HK$0.03 per H2018F7 A10B AR © FIFEABAR AR
share with effect from 10 July 2018. Details were disclosed in 2018F7H13A HIFE 2 A -
the Company’s announcement dated 13 July 2018.
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Notes to the Financial Statements

18. SHARE CAPITAL 18. Ik 7Zx
Number

of shares Amount
R7EE Kok
000 HK$’000
T A& FHET

Issued and fully paid BT RAR
At 1 January 2017 R2017F1H1H 17,093,656 170,937
Shares repurchased A% 17 & 2] (554,865) (5,549)
At 31 December 2017 and at 1 January 2018  A20175412 A31H &2018F1H1H 16,538,791 165,388
Shares issued on placing (note) BT (M95E) 3,380,000 33,800
At 30 June 2018 M2018F6 H30H 19,918,791 199,188

Note: During the six months ended 30 June 2018, 3,380,000,000

ordinary shares were subscribed at HK$0.053 per share.

19. COMMITMENTS
a) Operating lease commitments — Lessee

At 30 June 2018, the total future minimum lease
payments under non-cancellable operating leases were

payable as follows:

MizE : HE2018%F6H30H IL/<fE A * 3,380,000,000
% @AY IR & AR F{50.0538 T 2 B8 ERE -

19. &I
a) KREHEARE-—FABEA
201846 A30H TR HHKLEHEZ R
BN 2 B ERBEBENAT ¢

30.6.2018 31.12.2017

HK$’000 HK$’000

FHET FAET

Within 1 year 1F R 8,986 6,144
After 1 year but within 5 years 1F 8 {B5F R 6,843 4,244
15,829 10,388

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 six years without an extension
option. None of the leases includes contingent rentals.

26 -

AEBESRELEHERRZEYE 2 AM
A —RME  ZREEEZVTHEN F12
6F » WEAMREE - MAREMEREN
FHEZ -
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19. COMMITMENTS (Continued) 19. e (&
b) Capital commitments b) EAREIE
30.6.2018 31.12.2017
HK$’000 HK$’000
FE T T T
Commitments in respect of =R EERIEER 2 FE
the Sanjiao CBM Project 17,042 18,333
Commitments in respect of MBERARIEE 2 &
the LNG Project 68,198 69,090
85,240 87,423

20. CONTINGENT 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 and gas 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. At 30 June 2018, a provision of HK$6,623,000 (31
December 2017: HK$6,709,000) was made in the condensed
consolidated statement of financial position.
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Notes to the Financial Statements

21. MATERIAL RELATED PARTY TRANSACTIONS
Key management personnel remuneration

Details of compensation paid to key management personnel
including the directors of the Company are as follows:

21. ERBEALRS
FTEEEAEMS
ENEFEERBAS(BEARAES)MEFBN
T

Six months ended 30 June

B Z6H30HILEAEA
2018 2017
HK$’000 HK$'000
FHBT T T
Short-term employee benefits EHEE R 8,770 8,911

22. EVENTS AFTER THE REPORTING PERIOD

(i) In July 2018, the Company issued 3,980,000,000 and
3,980,000,000 ordinary shares at a price of HK$0.036
and HK$0.03 respectively to two independent investors.
The total net proceeds from these two subscriptions
of approximately HK$262,000,000 was mainly used
for settlement of principal and interest of certain
convertible notes with total amount of approximately
HK$200,000,000, settlement of borrowings of
HK$45,000,000 and the remaining amount was used for
general working capital of the Group.

(ii) With the approval by the shareholders of the Company
at the Special General Meeting held on 8 August 2018,
every ten issued and unissued then existing shares
of par value of HK$0.01 each in the share capital of
the Company be consolidated into one consolidated
share of par value of HK$0.10 each. Accordingly, the
number of authorised and issued shares, exercise price
of existing share options and convertible notes are
adjusted. For details, please refer to the circular and the
announcement issued by the Company on 19 July 2018
and 15 August 2018 respectively.

y

22. {EHEEE

(i) M2018F7H - A2 a5 5l LA0.0367% 7T
KO.O3B THERAMABBEILEE &
73,980,000,000/% }3,980,000,000 %
TR - -ZWERBASREFREY
262,000,000/ 7T + £ ZAEEFMNH T
B IR H AR S & F 8 4858 49200,000,0007%
JC + W{E S 85 18 B 45,000,000 T K& £4
TBAUAELAESEN —REEES -

(i) ANAFBER2018F8A8H £ 77 2 I R
AL BERBEERAQTNRARETR
EREE0.0OLBILEBITRAREITRMNDE G
AR SR EE0.10/8 T A MR - Bt
RRRZEERE 2 BTRE - BRIEZ
TEERAIRRER ZERENEEAE -
FHEBEZ2HARAE D RIN2018F7A19H &
20188 H1I5H I 2 MM Rk N E o
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BUSINESS REVIEW

During the six months ended 30 June 2018, Sino Oil and
Gas Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”) recorded a total revenue of approximately
HK$314,790,000 (2017 interim: HK$310,649,000). The turnover
included the sales of coalbed methane (“CBM”) in our Sanjiao
CBM Project of approximately HK$44,147,000 (2017 interim:
HK$37,769,000), the sales derived from raw coal washing
project located in Qinshui Basin, Shanxi Province of approximately
HK$267,488,000 (2017 interim: HK$272,000,000), and the
income from the financial services business in Shaanxi Province of
approximately HK$3,155,000 (2017 interim: HK$880,000).

When China’s coal-to-gas policy continues to drive natural gas
demand, business of Sanjiao CBM Project grows steadily. During
the period, Sanjiao CBM Project recorded earnings before interest,
taxes, depreciation and amortization (“EBITDA”) of approximately
HK$50,354,000 (2017 interim: HK$40,055,000), which increased
by approximately 26% compared with the same period of last year.
The government subsidies and VAT tax refund arising from the
sales in 2017 were approximately HK$26,774,000 (2017 interim:
government subsidies generated from the sales of 2016 were
HK$11,880,000). The fundamentals of China’s natural gas market
remain robust, and the operation of the Sanjiao CBM Project
has entered into the development stage, which is establishing
a solid base for profitability. The project will continue to be the
growth driver of the Group’s business and provide long-term profit
contribution.

During the period, the Group recorded EBITDA of approximately
HK$34,973,000 (2017 interim : EBITDA HK$104,480,000), but
net loss of approximately HK$164,603,000 (2017 interim: net
loss HK$67,568,000). It was mainly because there was a loss of
fair value change of financial liabilities arising from the relevant
convertible notes of approximately HK$15,418,000 during the
period (2017 interim: gain on fair value change HK$61,444,000)
(Please refer to note 7 to the financial statements for details).
According to the Hong Kong Financial Reporting Standards, the
above fair value change was a non-cash accounting item. It had no
impact on the cash flow and operations of the Group. On the other
hand, the Group has redeemed some of the convertible notes and
repaid certain financial obligations in July. It is expected that the
finance costs will slightly decrease in the second half of the year,
which will have a positive impact on the financial performance of
the Group for the year.
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Management Discussion and Analysis

The interest income amounted to approximately HK$10,432,000
(2017 interim: HK$11,858,000) disclosed in “other income”,
mainly derived from the refundable deposits of CAD40 million of the
Group’s possible acquisitions located in Alberta, Canada.

Natural Gas and Oil Exploitation

Coalbed Methane Exploitation — Sanjiao Block in the Ordos Basin

Project Overview

Through its wholly-owned subsidiary Orion Energy International Inc.
(“Orion”), the Group entered into a production sharing contract
(“PSC”) with China National Petroleum Corporation (“PetroChina”),
its partner in the PRC, for exploration, utilization and production
of the CBM field in the Sanjiao block, located in the Ordos Basin
in Shanxi and Shaanxi provinces. The Group has a 70% interest in
the PSC. The PSC covers a block in the Ordos Basin in Shanxi and
Shaanxi provinces, with a total site area of 383 square kilometers.
According to a competent person’s updated report provided to
the Company by the end of 2015, the proved and probable CBM
reserves of Sanjiao CBM Project amounted to approximately 8.301
billion cubic meters and the net present value at 10% discount of
the future revenue of the reserve was approximately HK$11.498
billion.

Following the approval of its overall development plan by the
National Development and Reform Commission (“NDRC”) in 2015,
Sanjiao CBM Project was granted a mining permit by the Ministry
of Land and Resources of the PRC in July 2017 with an approved
CBM production capacity of 500 million cubic meters per annum.
The mining permit shall be valid for 25 years from July 2017 to
July 2042. At this point, all necessary administrative approvals
under the current PRC laws and regulations have been obtained for
exploration, development, exploitation and production phases of
Sanjiao CBM Project.

e

_all

SREREMUI AR S WA £ EE 10,432,000 T
(20174 #5 : 11,858,000/ 70) * % F B A £ B 2K
BASBEMAMERNRRSEEOERKEIEER TR
#1%$40,000,000/07T °

KRR R A B R
BRERELR— B2 A2 =553
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Infrastructure

As at 30 June 2018, the Sanjiao CBM Project has completed a
total of 117 wells, comprising 65 multilateral horizontal wells and
52 vertical wells. Out of the total 117 wells, 86 wells were in the
normal dewatering and gas producing stage, of which 85 wells
had accessed to a gas collection pipeline network. It is expected
that 6 new wells of the project will go on-stream before the end of
the year. It is anticipated that the production and sales volume of
CBM will increase. A ground pipeline network of approximately 18
kilometers, inter-well pipelines of approximately 63.2 kilometers,
and outbound pipelines of approximately 17 kilometers were
completed. Approximately total 68.9 kilometers of 10KV power grid
and branch power line were also completed.

The Group has completed the expansion of the CBM processing
station, its total CBM daily processing capacity has reached
500,000 cubic meters. During the period, to cope with the
increasing production volume of Sanjiao CBM Project in future,
the Group has undertaken the expansion plan of the station. Its
daily processing capacity will reach 750,000 cubic meters upon
completion.

Sales

During the period, Sanjiao CBM Project recorded EBITDA of
approximately HK$50,354,000 (2017 interim: HK$40,055,000),
which increased by approximately 26% compared with the same
period of last year. The government subsidies and VAT tax refund
arising from the sales in 2017 were approximately HK$26,774,000
(2017 interim: government subsidies generated from the
sales of 2016 were HK$11,880,000). CBM sales amounted to
HK$44,147,000 (2017 interim: HK$37,769,000), which has
increased by 16.9% as compared with the same period of last
year. During the period, the production and sales of CBM were
approximately 47.68 million cubic meters (2017 interim: 37.90
million cubic meters) and 40.02 million cubic meters (2017
interim: 34.17 million cubic meters) respectively, resulting in a gas
sale-to-production rate of approximately 84% for the period (2017
interim: approximately 90%). The production and sales decreased
compared with the same period of last year mainly because of
the repair and maintenance work done for the CBM processing
station at the beginning of the year, so that certain amount of
CBM was flared. After that, during the period, the operation of the
CBM processing station and the sales of CBM have been back to
normal. In terms of the composition of gas sales throughout the
period, industrial piped CBM sales accounted for approximately
85.3% of total sales (2017 interim: 87.3%), while residential piped
CBM sales contributed approximately 14.7% (2017 interim: 12.7%).
Same as last year, all CBM was sold by pipeline.
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Management Discussion and Analysis

Raw Coal Washing Project Located in Shanxi Province
The Group acquired a 75% equity interest of a raw coal washing
project company located in Qinshui Basin, Shanxi Province in
mid-2015. During the period, the total sale of refined coal of
the project was approximately 162,900 tonnes (2017 interim:
218,500) tonnes. The turnover of the business was approximately
HK$267,488,000 (2017 interim: HK$272,000,000). The decline
in clean coal sales was mainly due to the internal factors of
the supplier and the raw coal supply was unstable at the end of
last year. The supply of raw coal has been back to normal in the
second quarter of 2018. The successful implementation of China’s
supply-side reform has made the coal industry gradually stabilized
since last year. In the first half of 2018, the industry was able
to maintain a steady and improving trend and the selling price of
refined coal products has increased steadily. With the sale and
purchase agreement entered into by both parties, the vendor will
provide the Group with profit guarantee for six consecutive years.
The project will continue to contribute stable income and cash flow
to the Group. During the period, the Group has received part of the
shortfall of the guaranteed profit of approximately RMB5,000,000
for the year 2017. The Group anticipates that the remaining
balance will be received before the end of 2018.

Others

At the end of 2016, the Group set up a wholly-owned subsidiary,
Shaanxi Zhao Yin Finance Leasing Company Limited (“Zhao Yin
Finance Leasing”) in Shaanxi Province. The major purpose of the
establishment of this finance leasing company is to strengthen the
Group’s bank-enterprise relations, possible business partnership
as well as to seek for the suitable financing channels and sources
for the Group’s upcoming possible mergers and acquisitions
and development. Further it may provide short-term investment
opportunities for the Group’s capital. During the period, the
business recorded an income of approximately HK$3,155,000
(2017 interim: HK$880,000).

y
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Capital Expenditure

For the period ended 30 June 2018, the total expenditure
capitalized was approximately HK$25.04 million (2017 interim:
HK$86.76 million), which mainly comprises of (i) construction
works in progress of oil and gas fields, (ii) direct expenses and (iii)
finance expenses, The breakdown of which is as follows:

(i) Construction works in progress of oil and gas field mainly
representing drilling expenses approximately HK$3.19 million
(2017 interim: HK$31.12 million), dewatering expenses
amounted for approximately HK$0.36 million (2017 interim:
HK$4.08 million) and ground facility expenditure amounted
to approximately HK$1.96 million (2017 interim: HK$1.75
million).

(ii) Direct expenses mainly represent direct labour cost (included,
but not limit to, petroleum engineers and geologists etc.)
amounted to approximately HK$4.70 million (2017 interim:
HK$13.57 million) and other direct cost incidental to the
exploration and development of the Sanjiao CBM Project
amounted to approximately HK$2.83 million (2017 interim:
HK$11.24 million); and

(iii) The total finance expenses capitalized during the period was
approximately HK$12 million (2017 interim: HK$25 million).

Possible Acquisition — Oilfield in Alberta, Canada

With the purpose of further enriching the Group’s resources
reserves, apart from actively seeking suitable oil and gas blocks
in China, the Group is also exploring investment opportunities in
overseas upstream businesses. The Group hence entered into
two non-legally-binding memorandums of understanding (“MOUs”)
in June and September 2014. The acquisition targets are oil and
gas fields located in Alberta Province, Canada. The Company
expects that overseas acquisition activities can expand the Group’s
business portfolio of natural gas and oil which will contribute profit
and cash flow. Further, this can augment the Group’s overall risk

resistance capacity when facing unstable external factors.
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Management Discussion and Analysis

In December 2017, the Group and the vendor have agreed to
further extend the time limit for entering into formal agreements in
respect of the terms in the MOUs to 30 September 2018, and both
parties are confident that the transaction can be finalized within
the year. Otherwise, the Group may consider to advise the vendor

to refund the relevant deposits.

FINANCIAL REVIEW

Liquidity and Financial Resources

As at 30 June 2018, the net assets of the Group were
approximately HK$3,076,000,000 (31 December 2017:
HK$3,164,000,000) while its total assets were approximately
HK$5,333,000,000 (31 December 2017: HK$5,410,000,000).
As at 30 June 2018, the Group had external borrowings including
the liability component of convertible notes of approximately
HK$1,759,000,000 (31 December 2017: HK$1,772,000,000), and
the gearing ratio based on total assets was approximately 32.98%
(31 December 2017: 32.75%). By the end of June 2018, the
current ratio was approximately 0.82 (31 December 2017: 0.75).
Information on repayment of the Group’s borrowings is set out in

note 16 to the financial statements.

In March 2018, the Company issued a total of 3,380,000,000
new shares (which represents 338,000,000 shares after share
consolidation*) to an independent investor. The net proceeds
from the subscription of approximately HK$178,000,000, of which
approximately HK$80 million has been used for partial settlement
of the principal and interest of certain convertible notes of the
Company; approximately HK$90 million has been used for settling
the outstanding borrowings of the Group, and the remaining

balance as working capital of the Group.

In July 2018, the Group issued 3,980,000,000 shares (which
represents 398,000,000 shares after share consolidation*) to
each of the two independent investors respectively, with a total
of 7,960,000,000 new shares (which represents 796,000,000
shares after share consolidation*). The net proceeds from the
respective subscription were approximately HK$142,780,000 and
HK$118,900,000, of which approximately HK$200,000,000 was
used for partial settlement of the principal and interest of certain
convertible notes of the Company; approximately HK$45,000,000
was used for settling the short-term borrowings of the Group, and
5 remaining balance as working capital of the Group.
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During the period and after interim reporting period, quality
shareholders have been introduced to the Company in order to
raise capital and optimize shareholding structure. The cash flow
situation of the Company has been improved. After settling certain
financial obligations, the Group’s short-term loans have been
reduced, the Company’s asset structure has also been improved.
In addition, the operation of the Sanjiao CBM Project has entered
into development stage and brought operating cash flow to the
company. The overall financial position of the Group has changed
from the net current liabilities position at the end of 2017 to the
level of net current assets as at the date of the announcement of
interim result for the year 2018.

* After the interim reporting period, with the approval by the
shareholders of the Company at the Special General Meeting held on
8 August 2018, every ten issued and unissued then existing shares
of par value of HK$0.01 each in the share capital of the Company
be consolidated into one consolidated share of par value of HK$0.10
each. For details, please refer to the circular issued by the Company
on 19 July 2018.

Foreign Exchange Fluctuations

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. As at 30 June 2018, no
related hedges were made by the Group. In respect to 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.

Employees and Remuneration Policies

As at 30 June 2018, the Group employed approximately 310
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.
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Management Discussion and Analysis

PROSPECTS

According to the “Natural Gas Market Report 2018” released by the
International Energy Agency in July 2018, it is expected China will
become the world’s largest natural gas importer in 2019, and by
2023, its imported natural gas may reach 171 billion cubic meters.
The increase of natural gas demand in China is expected in the
future, and the entire natural gas industry will be at a prime time of
growth.

As a key area for the CBM development, the General Office
of the People’s Government of Shanxi Province issued the
“Implementation Plan for Deepening the CBM (Natural Gas) System
Reform in Shanxi Province” in March of this year. It targets to build
a market system with effective supervision, orderly competition
and fairly accessed in order to promote a healthy, safe, efficient
and sustainable development of the CBM industry and accelerate
the development of the CBM industry as a pillar industry in the
diversified industrial system of Shanxi Province. Against the
backdrop of the rapid development of natural gas industry with
state support, a favorable business environment for the CBM
industry growth has been created. The Group believes that the
Sanjiao CBM Project will continue to have steady development with
increasing competitiveness. Its profitability will be further enhanced
with excellent prospects.

Looking ahead, the Group will focus to push forward the
construction and development of the Sanjiao CBM Project, and
formulate a clear plan to increase productivity to support a steady
growth, so as to lay a solid foundation for the expansion of the
Group’s business presence and sustain a long-term and healthy
development. Riding on this foundation, the Group will assess oil
and gas project merger and acquisition opportunities in a prudent
and pragmatic manner, and hope to enhance sustainability and
stability of returns in a balanced business portfolio. The Group
can therefore maintain long-term growth momentum, and generate
substantial returns for shareholders.

e
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SHARE CONSOLIDATION, CHANGE OF BOARD LOT SIZE
AND INCREASE IN AUTHORISED SHARE CAPITAL

Subsequent to the six months ended 30 June 2018, following the
passing of relevant ordinary resolutions by the shareholders at the
special general meeting of the Company held on 8 August 2018,
the following took effect from 9 August 2018:

(1) Every ten shares of HK$0.01 each of the Company were
consolidated into one share of HK$0.10 each (“Consolidated
Share”);

(2) The board lot size of the shares for trading on the Stock
Exchange was changed from 5,000 shares of HK$0.01 each
to 10,000 Consolidated Shares; and

(3) The authorised share capital of the Company was increased
from HK$500,000,000 divided into 5,000,000,000
Consolidated Shares to HK$1,000,000,000 divided into
10,000,000,000 Consolidated Shares.

Further details are set out in the circular and the announcement of
the Company dated 19 July 2018 and 8 August 2018 respectively.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2018, the interests and short positions of the
directors (the “Directors”) or chief executive of the Company in
the shares and underlying shares of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) as recorded in the
register maintained by the Company pursuant to section 352 of
the SFO or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (the

“Listing Rules”) were as follows:
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Other Information

Name of Director

Long/short position

Interests in shares/
underlying shares

Nature of interest

Number of shares/
underlying shares
of the Company held

Percentage of
issued shares

RBRHRHEER iR ATRE HE BT
Exps #R/ %A RS RHME HERGHE BB E D
Dai Xiaobing Long position Shares Interest of controlled corporation/ 1,585,040,000 7.96%
g Beneficial owner
HA g HARER, BREBA
Short position Shares Interest of controlled corporation/ 1,375,245,000 6.90%
Beneficial owner
KE g Rt AvlEs/ EREAA
Long position Underlying shares Interest of controlled corporation 19,058,490,566 95.68%
HAE EE g R AR
Long position Share options Beneficial owner/Family interest 96,000,000 0.48%
(Note 2)
e BikE EnBAAN/RicER (M2)
King Hap Lee Long position Shares Interest of controlled corporation 100,000,000 0.50%
RIRA (Note 3)
e g R D AR ()
Long position Share options Beneficial owner 66,000,000 0.33%
HE RE EREBA
Wan Tze Fan Terence Long position Shares Beneficial owner 33,660,000 0.17%
BT HE B fn EafEEA
Long position Share options Beneficial owner 66,000,000 0.33%
e TR EaEEA
Chen Hua Long position Underlying Shares Interest of controlled corporation 768,971,796 3.86%
[ (Note 4)
HE EE g R DA (fiEd)
Long position Shares Beneficial owner 88,000,000 0.44%
e B fn ExaEEA
Long position Share options Beneficial owner 30,000,000 0.15%
A BikE ExEEA
Huang Shaowu Long position Shares Interest of controlled corporation/ 1,983,730,000 9.96%
AR Beneficial owner (Note 5)
e Bfn REER/EnlE A (M5)
Long position Share options Beneficial owner 17,000,000 0.09%
A BikE ExEEA
T.i-n. i:eng Long position Shares Beneficial owner 1,500,000,000 7.53%
{3 TR g EaEEA
Long position Share options Beneficial owner 30,000,000 0.15%
HE RE EREBA
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Name of Director Long/short position

Interests in shares/

underlying shares

H it &

Nature of interest

Number of shares/
underlying shares
of the Company held

Percentage of
issued shares

R R AHE FERARRG/ LER7T

EERE BE/ %A R A7 ERitE HERGEE RAAESL

Wong Kwok Chuen Peter Long position Share options Beneficial owner 6,000,000 0.03%

=52 HE B ExEEA

Wong Lung Tak Patrick  Long position Share options Beneficial owner 6,000,000 0.03%

HER e B ExEAA

Wang Yanbin Long position Share options Beneficial owner 6,000,000 0.03%

FTERE HE B ExEEA

Dang Weihua Long position Share options Beneficial owner 3,000,000 0.02%

ERE e B ExEAA

Notes: P =

(1) Particulars of directors’ interests in the share options of the Company (1) EBESERARABRENERFIBEHN [ BRETE] & -
are set out in the section “Share Option Scheme”.

(2) Sino Oil and Gas Resources Investments Limited (“SOGRI”) owns 2 HFHHMARERKEER LA ([SOGRI]) HFH
851,195,000 shares and has short position of 708,000,000 shares. 851,195,0008% % 17 H) # % 5 708,000,000% % {7 &9
SOGRI is wholly owned by Dr. Dai Xiaobing. Pursuant to the SFO, Dr. KB SOGRIFE NEBFE L2 EHA - RIFEF R
Dai is taken to have interests and short position in such shares. In EE0 HELTHBREEBERZERMD T %A S LA
addition, Dr. Dai beneficially owns 733,845,000 shares and has short 2o ko BB E 5% B 733,845,000 810 RFE
position in 667,245,000 shares. 667,245,0004% B 17 K% & °
Unless the context requires otherwise, capitalized terms used MXERBEMREN KERFAEAZAZERNQ TR
in this paragraph shall have the same meanings as defined in 2016F5A31B I 2 AR TE AGHRMEE - B
the announcement issued by the Company on 31 May 2016. 2016F5H31H * A&AA & ECrescent Spring Investment
On 31 May 2016, the Company entered into the Subscription Holdings Limited ([f&5¥#HE A1) FI S RE W © UL
Agreement with Crescent Spring Investment Holdings Limited AR R HR2016F9A29H #7748 4 %8130,000,0003%
(the “Bondholder”) pursuant to which the Company issued to the TTHR2019FE BB 7 A AR EA T ES5EA A AR A
Bondholder the Convertible Bonds in the aggregate principal amount of NEBETE2EHEENFBRRRERAR AR ([SOGR]) -
US$130,000,000 due 2019 on 29 September 2016, and Sino Oil and BELEBEAAGI NG NAEEERE B 5
Gas Resources Limited (“SOGR”), a company wholly owned by Dr. Dai B AE TFSOGR—IETA HE RERGEREN (BY &R
Xiaobing, entered into a Put and Call Option Deed with the Bondholder £) AR REHESRERNRAEREEEEE AN
pursuant to which the Bondholder grants to SOGR an irrevocable and HEFBAI AR E S 0 MSOGRE FEFFHA A —B Al
unconditional right (but without obligation) to purchase some or all B & EAFERER (B E S () » Al Z3RSOGRMA 2 Hi#E
of the Convertible Bonds at the Call Option Purchase Price during the BB AR EEEEBALHKEIAARKES -
Call Option Period, and SOGR grants to the Bondholder an irrevocable R IE RS (B & R%0.053/8 7T @ IR B HITE Al 2 & 5 BT
and unconditional right (but without obligation) to require SOGR to B 2 3R A R 1% 15 BE 3 K 31T 5 % 19,058,490,566 % %
purchase some or all of the Convertible Bonds at the Put Option o BEFBEHNARAN2016F5H31H M201649
Purchase Price during the Put Option Period. Based on the conversion A30H & 2 A %2016F7 A12H B 2B K - B
price of HK$0.053 per share, a maximum of 19,058,490,566 shares BHERBEGRD  BEFFEARBURRESHEAA
may be allotted and issued upon exercise of the conversion rights 7]19,058,490,566/% 18 78 I 1D #E %45 * MSOGR& &, /)N
attaching to the Convertible Bonds in full. Further details are set BT RR R &R EERIERF519,058,490,566 % 17
out in the announcements and circular issued by the Company on AR ERRESEEARBR N AEREZEEE
31 May 2016, 30 September 2016 and 12 July 2016 respectively. 19,058,490,566% 18 f i 17 2 K & °
Pursuant to the SFO, the Convertible Bonds give rise to an interest
in 19,058,490,566 underlying shares of the Bondholder and the Put
and Call Option Deed gives rise to an interest in 19,058,490,566
underlying shares of the Company of SOGR and Dr. Dai Xiaobing =
and short position of 19,058,490,566 underlying shares of the
Bondholder.

Dr. Dai Xiaobing and his spouse, Ms. Xu Ning, hold 66,000,000 /B R AR ARE L+ 5 555 566,000,000
options and 30,000,000 options respectively. # }30,000,0008% f% 1% -
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(3) Wai Tech Limited owns 100,000,000 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. Pursuant to the SFO, Mr.

King is taken to have interests in such shares.

(4) 768,971,796 underlying shares are owned by X:ZEREEEAFREAF],
a wholly owned subsidiary of %5 B ABR A "lwhich is owned as to
90% by Mr. Chen Hua. Pursuant to the SFO, Mr. Chen is taken to be

interested in such underlying shares.

(5) 1,883,730,000 shares are owned by Yuanjing International Limited,
a company wholly and beneficially owned by Mr. Huang Shaowu.
Pursuant to the SFO, Mr. Huang is taken to be interested in such
shares. In addition, Mr. Huang beneficially owns 100,000,000 shares
of the Company.

Save as disclosed above, as at 30 June 2018, none of the
Directors and chief executive of the Company had any interests or
short positions in the shares, underlying shares and debentures
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.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
by the shareholders of the Company at the Annual General Meeting
held in 2010. The Scheme is in full compliance with the relevant
requirements of Chapter 17 of the Listing Rules.

As at 30 June 2018, 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 Scheme. 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 (if any) in such holdings
during the period are as follows:

_—

(3) BEARAQRIFEL00,000,0008% %15 A9 + L=
ERARBENAKRERARES + MEE L HIRSF
EEZBREwEE  BEFHFRHEKY  KEELH
RERZEROPHEAER -

(4) 768,971,796 MR MAREREBEBRARFE -
HAREEBEERARNEENRBAR  BEBREL
EREROO%IER « RIBESH RBAEGEA - RAEEWRA
RZSHEBERGD R EA R o

(5) 1,883,730,000 kP EIRBEBEERARIEE  EAR
—EHERARLEREREHEANAR  BEFEFH
REEEH  SRERR AR ZEROPHRAER ° It
GN - E A EAE m= A A2 R]100,000,0008% A% 15

B EXFrREL SN 0 R2018F6A308 @ HEAQFIE
ERTHBHENAARREEBEZR(AEESRHAE
IRBIZEXVESFTIE T 2 3% ) 2 ik fh ~ RN REHF
BFEREBES MR EEPE352EAH RN B LM 2
fEmAR KA RBEETEMNE AR AR
R 2 R = AR o

NN

B E
AR R KB AR B (51 81)) T 20106 BATMRR
BFEAR HERERM - BT HE ERUSE
B2 BMMRTE -

201856 H30H  E= R AL EE 8 NIRRT & A
ZEREREITRBARARMD ZBREFEAUT
AR - BHBRER THEARE —RRKRHG
ER EERAEBESNEAMSTEREREE
HIE(WB)HRTx :
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H it &

Number of options

EREYE
Outstanding at Outstanding at Exercise price
1 January 30 June Date of grant Exercise period per share
2018 2018 (D.M.Y) (D.M.Y) HK$
R2018%5 R2018% SRR 5
1A1H 6A30H it A H fTEHR ZITEE
i R AT 6 e R AT (A.A.5F) (A.A.5F) BT
Directors
EE
Dai Xiaobing &/ & 36,000,000 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
30,000,000 30,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
King Hap Lee S 7 36,000,000 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
30,000,000 30,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Wan Tze Fan Terence )& T2 36,000,000 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
30,000,000 30,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Chen Hua &% 30,000,000 30,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Huang Shaowu & 43 17,000,000 17,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
He Lin Feng fa/ #h & 30,000,000 30,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Wong Kwok Chuen Peter = B2 3,000,000 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
3,000,000 3,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Wong Lung Tak Patrick # 22/ 3,000,000 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
3,000,000 3,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Wang Yanbin i 3,000,000 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
3,000,000 3,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Dang Weihua E &% 3,000,000 3,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Employees E & 298,000,000 298,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
844,000,000 844,000,000 23.11.2015 23.11.2015-22.11.2018 0.222
Total & & 1,438,000,000 1,438,000,000
Notes: P
1.  On 23 November 2015, the Company granted 1,058,000,000 options 1. M2015%11A23H " ARAMAEBRATRE
to eligible persons at an exercise price of HK$0.222 per share 1,058,000,000f Mt - HATE{E R EAR0.222/ 7T A]
exercisable for three years from 23 November 2015, being the date B2015% 11 A23H (B H B H) 5t =F W17 18
of grant. Out of these options, 30,000,000 options and 10,000,000 ELEKES - 30,000,0008 A% # 1210,000,0008% %
options were granted (and remained outstanding as at 30 June DRI T (WHR2018F6 A30B M AT ) HREL L
2018) to Ms. Xu Ning (being Dr. Dai Xiaobing’s spouse and she had (BNEFLTXA I BRAQRZENEB R AR
previously provided personal guarantee to a loan facility to Orion ZHRER AR AR ([RIiE%]) EFR S EAER)
Energy International Inc. (“Orion”), a wholly owned subsidiary of the FEBEFZL (BN EELTHLL - BB T A SR
Company) and Ms. Dai Qing Fang (Dr. Dai Xiaobing's sister and she is ) o

the deputy general manager of Orion) respectively.

2. No option lapsed or was granted or exercised during the period. 2. PAHANG A R IR R RS AR I S AT e
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS

As at 30 June 2018, 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, the
details of which are set out below:

FERREHEMALT ZES

R2018F6 A30H @ REFEHF K HEEHIFE3I36IKTFE
ZEGRMAELEE U TAL (WIFEARRESHITHE
H)RARE 2RO RBBROTIEEER RAR W
™

Number of
Long/short Interests in shares/ shares/underlying Percentage of
Name position underlying shares Nature of interest shares held issued shares
Fismt,/ HERT
L #e/ KA RGO RIEBRGEE EEKE HERGHE B4 B 43
Hao Zhanwei Long position Shares Beneficial owner 3,380,000,000 16.97%
MEE e i fn ERBEEA
Yuanjing International Limited Long position Shares Beneficial owner 1,883,730,000 9.46%
(Note 1) ‘ e B ExEAA
BEREBRERAR (Fz1)
Crescent Spring Investment Long position Underlying shares Beneficial owner 19,058,490,566 95.68%
Holdings Limited (Note 2) e BEERH BEEBAA
Crescent Spring Investment Short position Underlying shares Beneficial owner 19,058,490,566 95.68%
Holdings Limited (Fi5r2) KB HER R ExEEA
Long position Shares Security interest 1,375,245,000 6.90%
A & fn REREE
Sino Oil and Gas Resources Long position Underlying shares Beneficial owner 19,058,490,566 95.68%
Limited (Note 2) e =R ) ERBEBA
HRERRERER AR (MaE2)
CITIC Securities Company Long position Shares Interest of controlled 768,971,796 3.86%
Limited (Note 3) i s) & corporation
CITIC Securities Company SR UNEIL 2
Limited (ff{£3) Long position Underlying shares Interest of controlled 461,383,078 2.32%
He HBRH corporation
XA AR
Short position Underlying shares Interest of controlled 1,999,326,669 10.04%
KE HEkH _ corporation
SRt IVNGIL: £
Notes: Wik -

1. 1,883,730,000 shares are owned by Yuanjing International Limited, a
company wholly and beneficially owned by Mr. Huang Shaowu (a non-

executive director of the Company).

_—

1. 1,883,730,000kxmMBHERERERAGFEE A5
—HHEEAREE (RRARFERITER) 2 ERESER
BAR] e
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Crescent Spring Investment Holdings Limited (“Crescent”) owns
convertible bonds in the principal amount of US$130,000,000 due
2019 carrying the right to convert into shares of the Company at a
conversion price of HK$0.053 per share. Based on the conversion
price of HK$0.053 per share, a maximum of 19,058,490,566 shares
may be allotted and issued upon exercise of the conversion rights
attaching to the convertible bonds in full. The convertible bonds give
rise to an interest in 19,058,490,566 underlying shares of Crescent.

Unless the context requires otherwise, capitalized terms used in this
paragraph shall have the same meanings as defined in the Company’s
announcement dated 31 May 2016. Pursuant to the Put and Call
Option Deed entered into between Crescent and Sino Oil and Gas
Resources Limited (“SOGR”), a company wholly owned by Dr. Dai
Xiaobing, Crescent grants to SOGR an irrevocable and unconditional
right (but without obligation) to purchase some or all of the Convertible
Bonds at the Call Option Purchase Price during the Call Option Period,
and SOGR grants to Crescent an irrevocable and unconditional right
(without obligation) to require SOGR to purchase some or all of the
Convertible Bonds at the Put Option Purchase Price during the Put
Option Period. The Put and Call Option Deed gives rise to an interest
in 19,058,490,566 underlying shares of each of SOGR and Dr. Dai
Xiaobing, and short position of 19,058,490,566 underlying shares of
Crescent.

Crescent also holds security interest in 1,375,245,000 shares of the
Company.

Crescent is a wholly-owned subsidiary of China Huarong International
Holdings Limited (9 BIZE gl B ERR AR A ) which in turn is owned
as to 88.1% by Huarong Real Estate Co., Ltd. (EREX AR ST A F)
(“Huarong Real Estate”) and 11.9% by Huarong Zhiyuan Investment
& Management Co., Ltd. CERBURIREEERBREEAF) (“Huarong
Zhiyuan”). Both Huarong Real Estate and Huarong Zhlyuan are wholly
owned by China Huarong Asset Management Co., Ltd. (FF BZEFEE
B EMRAF]) which is in turn owned as to 77.49 % by Ministry
of Finance of the People’s Republic of China (F%E A 1 B B F).
Pursuant to the SFO, China Huarong International Holdings Limited,
Huarong Real Estate, China Huarong Asset Management Co., Ltd. and
Ministry of Finance of the People’s Republic of China are deemed to
have the aforesaid interests and short position held by Crescent.

These interests and short position are owned by CSI Capital
Management Limited which is wholly owned by CITIC CLSA Global
Markets Holdings Limited which in turn is wholly owned by CLSA B.V.
CITIC Securities Company Limited wholly owns CLSA B.V. through
its wholly owned subsidiary, CITIC Securities International Company
Limited. Pursuant to SFO, CITIC Securities Company Limited, CITIC
Securities International Company Limited, CLSA B.V. and CITIC CLSA
Global Markets Holdings Limited are deemed to be interested in the
interests and short position held by CSI Capital Management Limited.
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Crescent Spring Investment Holdings Limited
([Crescent]) £ H AARA A] A € 48 %8 /130,000,000 7T
R20195F 2| B 2 AT AR (E % - A #E LAMR AR (& § 1X0.053
BIL AR AR R AR RD o 1B KR E S AR0.05374%
TC RABBATE R RRES AT 2 AR 1S T L3 R
175 %19,058,490,566/% & 5 - BIFAI R E F -

Crescent#¥ B 2N A &]19,058,490,566% 18 B AL (D #E 2 o

BXEBSAMEN NEEMERBZAZEARFTR
201655 A318 I 2 A AT E LA HEREE - 1R
HECrescentlEE B/ N BT 2 EHANFTRARERE
FRAF ([SOGR)) 7T MR K R BB HA#E 2% + Crescent
B FSOGR— B Al B & £ (F{FHEF (B EE(T)
ARREHEPHAZRBEREREEEASTHI2
EB A R B% & % © MSOGRIX T Crescent— IB A~ A] #[B] &
HEARMERER (B E|ET) - Al ZRSOGRMA R h Hi4E 5
MARRHHEEEEEALHREBARRES -
R R REPERLE  SOGREH/NEBLEAAR
A 7]19,058,490,5660% 18 8 i% 17 1% &5 K Crescentff B
19,058,490,566 X HH [ ik h 2 KA °

Crescent 358 AN A F]1,375,245,000 8 DR BhE S o

Crescent2 F B E BB IER BB AN EZENE R
A EREXERECAR([ERBE]) RERBER
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Other Information

Saved as disclosed above in this section, as at 30 June 2018, 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.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the six months ended 30 June 2018, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

AUDIT COMMITTEE

The Audit Committee, which comprises Mr. Wong Kwok Chuen
Peter, Professor Wong Lung Tak Patrick and Dr. Wang Yanbin,
has reviewed with the management the accounting principles and
practices adopted by the Group and discussed auditing, internal
controls and financial reporting matters including the review of the
unaudited interim report of the Company for the six months ended
30 June 2018.

CORPORATE GOVERNANCE

The Company has complied with all the code provisions set out in
the Corporate Governance Code contained in Appendix 14 to the
Listing Rules throughout the six months ended 30 June 2018.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct and
rules to govern transactions by all directors in the securities of the
Company. All directors have complied with the required standard
regarding directors’ securities dealings set out in the Model Code
during the six months ended 30 June 2018.

By Order of the Board
Dai Xiaobing
Chairman

Hong Kong, 30 August 2018
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