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Interim Results FRHAZEAS

The board of directors (the “Board”) of Sino Oil and Gas Holdings FhEHMRIERAERE AT (AT EEe (B2 )
Limited (the “Company”) announces the unaudited interim results 5 ARBIRENBAR (GBI ALEH]|)#Z=2019 ‘
of the Company and its subsidiaries (collectively the “Group”) for F6A30HIEANARZ AEEZPEHELZMT :

the six months ended 30 June 2019 as follows:

Condensed Consolidated Statement HRZE 2 Emlias
of Comprehensive Income
For the six months ended 30 June 2019 HZE2019F6 4308 L/~ @ A
2019 2018

(Unaudited)  (Unaudited)
(REHFEZR) (REEZ)

Notes HK$’000 HK$’000

F 5 FET T T
Revenue ] 5 157,807 314,790
Direct costs HERAK (133,752) (299,488)
Gross profit EA 24,055 15,302
Other income E A 6 39,821 42,796
Other losses, net H b 518 % 58 7 (55) (20,470)
Selling and distribution expenses HERDHEH (4,025) (1,970)
Administrative expenses 1THREH (32,642) (39,728)
Profit/(Loss) from operations KRR (FR) 27,154 (4,070)
Finance costs BhE B A 8(a) (92,146) (158,261)
Share of loss of an associate FEAE—REk = A Al EE (101) (99)
Loss before income tax expense BRETEBHZ HATEER 8 (65,093) (162,430)
Income tax expense FTiS i sE 9 (1,964) (2,173)

Loss for the period AEEE (67,057) (164,603)




Condensed Consolidated Statement RS 2ENER
’HJ_,;' of Comprehensive Income

For the six months ended 30 June 2019 H Z=2019F6 A30H (F/~ A A

2019 2018
(Unaudited) (Unaudited)
(REER) (CREEZ)

Notes HK$’000 HK$'000
s FET FHET
Other comprehensive income, after tax Hih 2wk BREE
Item that may be reclassified to profit or loss: FEEHRSEZEF 2ER :
Exchange differences on translating BEBIEBZEL=ZR
foreign operations (65,917) (98,822)
Item that will not be reclassified to TEEHFIPEERER2ER
profit or loss:
Change in fair value of financial assets ERAFEEBEMEERZES R
at fair value through other comprehensive BREEZ A AFEEZSH (TBED
income (non-recycling) BEEx) - (4,151)
Other comprehensive income for the period, NEE M 2 E W - BRELE
after tax (65,917) (102,973)
Total comprehensive income for the period NS R (132,974) (267,576)
Loss attributable to: LT ATREEERE :
Owners of the Company RRARER A (69,462) (165,176)
Non-controlling interests FEFE AR FE 2 2,405 573
(67,057) (164,603)
Total comprehensive income attributable to: DTATEEEZEmERE
Owners of the Company KABER A (135,115) (269,503)
Non-controlling interests I 2 I HE A 2,141 1,927
(132,974) (267,576)

HKS$ cents | HK$ cents
PG YT
i . (restatéd_

(&51)




Condensed Consolidated Statement

of Financial Position

i A

RAsr e BRS AR R

At 30 June 2019 7201946 A308
30.6.2019 31.12.2018
(Unaudited) (Audited)
(RBER) (B5%)
Notes HK$’000 HK$’000 HK$’000 HK$'000
Pt = TR TER AT THT
ASSETS AND LIABILITIES BERER
Non-current assets FRBEE
Property, plant and equipment ME BERR 12 2,012,650 2,026,855
0il and gas exploration and evaluation assets MRYFERTGEE 68,176 61,600
Payment for leasehold land held for own use BEREE LR - 3,915
Right-of-use assets FREERE 15,148 -
Intangible assets ENEE 13 2,155,780 2,174,607
Goodwill RS 11,545 11,596
Interest in a joint venture R—REECE R - =
Interest in an associate R—ZRBE QR Em 57,785 57,977
Financial assets at fair value through profit or loss BRTEERERIIK
RBEE 38,130 38,301
Equity investments designated at fair value BRATEEAEMEE NG
through other comprehensive income IR 2 R A 956 956
Deposits and prepayments Re REMNTE 14 52,131 52,365
Loan receivables Y E 13,333 13,470
Total non-current assets FRBEELE 4,425,634 4,441,642
Current assets REEE
Inventories FE 35,210 11,950
Financial assets at fair value through profit or loss BRTEERBERIIEZ
MBEE 11,802 19,399
Trade, notes and other receivables, AR BN EE - Hif
deposits and prepayments YRR - ZERBAFE 14 411,894 365,106
Short-term investment RARE 68,888 69,216

Loan receivables

EHRER

4,097
320
16,287

548,498

4,974,132

- 18,290




r

Condensed Consolidated Statement
of Financial Position

FIRRAR & B S AR 3=

At 30 June 2019 K2019%6 A30H
30.6.2019 31.12.2018
(Unaudited) (Audited)
(REBER) (&%)
Notes HK$’000 HK$’'000 HK$'000 HK$’'000
k=3 TERT TER FABT BT
Current liahilities nBaE
Other payables and accruals HiteFERERER 15 (432,304) (331,682)
Borrowings e 16 (18,623) (16,956)
Convertible notes RRER 17 (1,144,183) (1,118,267)
Financial liabilities at fair value through BEATEERERIEY
profit or loss AR 17 (11) (257)
Lease liabilities HERR (10,217) -
Taxation FiIE (5,176) (6,062)
Total current liabilities REABERE (1,610,514) _(1,473,224)
Net current liabilities RBABTEE (1,062,016) (951,994)
Total assets less current liabilities BEERRBAR 3,363,618 3,489,648
Non-current liabilities Eik b=
Provisions B (8,555) (8,594)
Borrowings EBE 16 (465,764) (460,167)
Lease liabilities HERR (1,441) -
Deferred tax ELEHIE (12,226) (12,281)
Total non-current liabilities FnBEELRE (487,986) (481,042)
NET ASSETS EEFE 2,875,632 3,008,606
Capital and reserves attributable to owners of AAARBEAEEER
the Company R e ~n -

Share capital
Reserves

A% 7K

334,544
2,533,238

2,867,782
7,850

2,875,632 F‘J

H Jl- H
BB W - AR
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Condensed Consolidated Statement RSN T FHR
of Changes in Equity

For the six months ended 30 June 2019 — unaudited H E£2019F6A30H LE/NA A — REEZ

Equity attributable to owners of the Company

ARREEAEGES
Share Non-
Share Share  Contributed option  Fairvalue  Exchange Accumulated controlling Total
capital premium surplus reserve reserve reserve losses Total interests equity

Bx  RfteE AH5R% RBERSE LVERE EXBR  RHER gt FeRRE 24
HK$'000  HKS'000  HKS'000  HK$'000  HKS000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000

TEn  TEn TR TR TEL ThEL TAL TR TER TEL

At 1 January 2019 201951 51R 334,544 4,486,438 81,043 35,128 (6,641)  (284,626) (1,642,989) 3,002,897 5709 3,008,606
(Loss)/profit for the period 1 (BR) /27 - - - - - - (69,462)  (69,462) 2405  (67,057)
Other comprehensive income 2 Eh - - - - - (65,653 - (65,653) (264)  (65,917)

Total comprehensive income for ~ AH2EUHEE

the period - - - - - (65,653) (69,462)  (135,115) 2,141 (132,974)
At 30 June 2019 72019565308 34546 4486438 81043 35128 (6641 (350279) (L712,451) 2,867,782 7850 2,875,632
At 31 December 2017 as #2017%12A318

originally presented e 165,388 4,120,104 81,043 107,853 (2,188) 5,006 (1,329,366) 3,147,840 16,655 3,164,495
Initial adoption of: NHHRA :

- HKFRS 9 -BAEBRE

2% - - = = = = (9,426) (9,426) (323) (9,749)

At 1 January 2018 (restated) #2018F1A1A
(mE5)) 165,388 4,120,104 81,043 107,853 (2,188) 5006 (1,338,792) 3,138,414 16332 3,154,746

(Loss)/profit for the period KR = = - = - - (165176)  (165,176) 573 (164,603)
(4,451)  (100,176) - (104327) 1354 (102,973)

S - = 3

neperod - : ) 00,476} \
| . 4 N

o
9 ﬂlﬁ.“f;(_
—— - 4

N I : a

Other comprehensive income EzakE = = .




Condensed Consolidated Statement B SE S RER

of Cash Flows

For the six months ended 30 June 2019

#H £2019F6 A30H 1E/5E A

2019 2018

(Unaudited) (Unaudited)

(REER) (REEZ)

HK$’000 HK$’000

FERT T T

Net cash generated from operating activities REERKEEZRSFH 42,705 2,577

Net cash generated from/(used in) investing activities REFZEELS (FiA) 2HLFE 4,678 (1,265)

Net cash generated before financing activities RMEENIELE 2RSS FE 47,383 1,312

Net cash (used in)/generated from financing activities BMEFE (FTH) EL£Z2REFHE (62,955) 37,381

Net (decrease)/increase in cash and cash equivalents & RIELZEY CRL) L INFE (15,572) 38,693

Cash and cash equivalents at 1 January R1IA1BZ R RREEEY 36,949 21,766
Effect of foreign exchange rate changes on cash HeMhIBReEEBEMEXREFH &

and cash equivalents (5,090) (2,730)

Cash and cash equivalents at 30 June, MR6A30B 2B e NIBLEEY
representing cash and bank balances — B3R & MIRTT A 84 16,287 57,729

8 Sino Oil and Gas Holdings Limited R EIJARIZER B R 2 7




Notes to the Financial Statements

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”).
interim report in conformity with HKAS 34 requires

The preparation of an

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
2018 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.

B 75 i 2k P

—REH
AABRBERE NN\ —FRFE (KB R
1999F 11 A2 A AR EAMA LRI B R AR
DA ER7HMA200062A9HRE B AR S
FRERARIERLEM ARQFzFMMHEERERE
2 40 25 5 B iZ fAClarendon House, 2 Church
Street, Hamilton HM11, Bermudaf & B H IR =
FWBPI8FFEHEAE12/E1201-1202% °

RREERFEESERR

(a) RBEE
AEEZFHBBEHREDNIEZBREBH ARG
FrBERARZES EmARA ([ EmRALDEA
ZBBEGERER BB ASRMZ(E
BEEER)E345 —[FEHTBERE | 248
E o BEETEREMNE BB ELFEI45
BEZH M B RERATEZ B - E5T &
B EXESTBERZER KRB RIBR
REEFEZKEREERSE  BWARX
H2a® e BERFEEEEIRZEMGT
AN EABT TS #R S B IR R R AR A B A% R K BB
DU - MsER A T B2018F FE MK
FIZE AR - ERREEAREE 2 AR E B &
FARTHEBEZEZEHERRS o thH HI
R M2 BIERR(E A B MEE
B HERRTENBERERATZEHER

AP BHRSHEREER  ECHARF]
BERZEREN-
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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 2018 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 2019. Statutory financial
statements for the year ended 31 December 2018 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 2019, the Group had net current liabilities
of HK$1,062,016,000. It indicates the existence of
uncertainty which may cast significant doubt about the
Group’s ability to continue as a going concern.

In respect of the issue of the Group’s net current
liabilities position as at 30 June 2019, the convertible
notes with a principal amount of HK$1,014,000,000
which will be due in September 2019, is posing a
relatively great financial pressure to the Group. The
management is actively engaged in discussions of the
above issue with the holder of the convertible notes.
Although no binding plan or terms have been reached,
both parties have conducted in-depth discussions on
several feasible options, including but not limited to,
(i) exploring the possibilities with the convertible notes
holder to amend terms of the convertible notes so as
to extend its maturity; (ii) negotiating with potential
investors who are interested in acquiring the convertible
notes. Management expects both sides may reach
consensus in early September 2019.

The Group is actively identifying any possible financing
options to strengthen the liquidity of the Group.
During the period ended 30 June 2019, the Company
has entered into a subscription agreement with an
independent investor to allot and issue a total of
665,000,000 shares of the Company at a price of
HK$0.1 per share. The transaction is expected to be
completed on 6 September 2019.

10 Sino Qil and Gas Holdings Limited 1 Bl & = & B R 2 8

2. RAUBERFELKERR(F

(a)

(b)

mMBEXE (2

ANHp HR B 75 SR 5 P S Bl 22018512 A31H
Lt BREEZVBENAEERZER
BT TERAEEZTBEEZETETE
HE BEMAREEBMBHRE - AAA
% B E201943 A298 2 i & Al h & &
PHZEVBERERTERER - 2122018
F12A31IB IEFE Z AT B RERANAE
NAlZ B FERE - B EARR R AU

(www.sino-oilgas.hk) °

FESERR

K20196 A30F  AEER B & FFE
7%1,062,016,000/8 7T © %= & A F £ E T i
ERE TR HASERELERNIELE
BEREM -

FLE E2019F6A30B LR B A BEFE
SR - &R LA20196 98 2 H » K" & A
1,014,000,0007% JT 2 ] #2 & 52 #% 7 A &9 B
BEOARK - BB ERBERERREZERS
BARBEEREITERS - BARMARERT
A B KRN 2 75 R - BE SR EER 1T
FRETRAF®  ARBEETRR (i)
BRI R R IR R A ARG ER] AT R IR R IR 1K
FAEREZIEA : (VR BEREENmLE
ARBREEFAEAREITRRER - EHE
HASE & 5 AT A2019F 9 A A BUS #5534 -

AEBEEBEERMEEMALENRE R
A& NREE R R EE € - R2019F6 A
30BHIA  RAAlE—EEIIREEEK
REHZATROAE THERRHE BT
665,000,0000% i@ % - 22 5 ek B #ifa AT
A2019F9H6H -



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

(b) Going concern assumption (Continued)

In addition, three major shareholders and directors of the
Company have confirmed that they will provide continuing
and sufficient financial support to the Group when the
Group faces 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 statement for the
period ended 30 June 2019 on a going concern basis.

3. SIGNIFICANT ACCOUNTING POLICIES
This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2018 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.

B 15 Rk I

2. RUEBERFAEALERR (A

(b) FERKERR (&
AN RABR =R EERAREZCHER
AEEEBTEREESEAAEBRERE
RERMBHLE AEEHERHALEEE
SAHEBRERS  WREHERA VKR
= B HARR AR R+ =18 A R B 2R B AT L B
BET Bt EERE BEECERE
1201966 A30H L B A B 3k X B i

B oo

==}
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SR HR B 75 R 5 2 BB 201 8F & S B IS Rk AR A
ZEHBREKEBEAZEBHBRE LR -
BEBBSTMASRMGZAAERZERNSESE
S REER]  RBEB A A S HMA R A
R Z N E] RAEHEET 2 BB s S 2 B R 218 o
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Notes to the Financial Statements

ADOPTION OF NEW AND REVISED HKFRSs

In the current period, the Group has applied, for the first time,
the following new standards and amendments to HKFRSs
issued by the HKICPA which are mandatorily effective for the
annual period beginning on or after 1 January 2019 for the
preparation of the Group’s condensed consolidated financial
statements:

HKFRS 16 Leases

HK(IFRIC) — Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement

Amendments to HKAS 28 Long-term Interests in
Associates and Joint Ventures

Amendments to HKFRSs Annual Improvements to HKFRSs
2015 - 2017 Cycle

Except as described below, the application of the new and
amendments to HKFRSs in the current period has no material
impact on the Group’s financial positions and performance for
the current and prior periods and/or on the disclosures set
out in these condensed consolidated financial statements.

The Group has adopted HKFRS 16 retrospectively from 1
January 2019, but has not restated comparative for 2018
reporting period, as permitted under the specific transitional
provisions in the standard. The reclassifications and
adjustments arising from the new Ieasihg rules are 'therefoLe_

recogni

BRI REETERMBEREER
RAHR - AEEEERENAT BT B GHED
DB B H T RGBT EER B RE LR - A
AL AEBHRERAMBREMS - K2019F
1 A1E S H R B RO 4 HAR 3 A 2

BEMBREEREL6T BE

e (BRVBHRERBERES) —2E8%23
5% - RS TER IR A I REE 1

FAMBHREENFEOR (BFTA) - AFE
18 B 12 AR S 1

FREGERNEL95 (BRI A) - 5HEIEAT -
HIR 305 (8

ARG ERE28H (EFTA) - REE QT
ISR pInE LRk X

FEEMBHEEN (BITA) - 20165 =
2017 FRME B G MG ER N FE U

BRTXA &SN RAHEER I REERT &
RUBEREENHAKERAE B EHRE 2
HHRRREZRAR,SZEEHRGFEPERERMA
BIBBYEEATE -

AREBER2019F1 A1 A RIRAE FEMERMNE
I IR A 165% - B AS R A AR E IR E 15
XA WEEZ2018F RE MM LR E R ©
Bt - ZEFHEERAUMEBNEFTHERAE -
BIR20195F1 A1 H K B8 B kN RHER -




ADOPTION OF NEW AND REVISED HKFRSs
(Continued)

Summary of effects arising from initial application of HKFRS
16 “Leases”:

(a) The Group has applied HKFRS 16 for the first time in the

(b)

current period. HKFRS 16 superseded HKAS 17 “Leases”

and the related interpretations.

The following table summarises the impacts of the

adoption of HKFRS 16 on the Group’s condensed

B 15 R I

4.

'_||E||-||/

R REEITEAMBREER
(&
Mh IR E B B WS R F 16 B[S s

M EME

(a) *EBERATHRERERELMBREE

AIZ16 5k - BAEMEHmELERIF16 5B
REBGERIZEL7 SR [HE | MERARE

TREM N 2019F1 B1 B ERRABE B R BHRE
FERIF165% H A K EERAERS M BARR KA

consolidated statement of financial position at 1 January E o
2019.
Capitalisation
Carrying of operating Carrying
amount at lease amount
31 December contracts at 1 January
2018 2019
R20184F R20195
Line items in the consolidated 12H31H =N |4 1H1H
statement of financial position HEMBHRRTZ ZIRAE RKEHESH ZIREE
impacted by the adoption of RABE B ERELER HK$’000 HK$’000 HK$’'000
HKFRS 16: F16HTE 2 EA ¢ TET TET TET
Non-current assets FREBEE
Payment for leasehold land held BAMAE LR
for own use SAIIES (3,915) —
Right-of-use assets EREEE - 18,227 18,227
Current liabilities REBEE
Lease liabilities HEARE - (8,650) (8,650)
Non-current liabilities kRBEE
Lease liabilities HEARE - (5,662) (5,662)

Nature of the effect of adoption of HKFRS 16

On transition to HKFRS 16, the weighted average

incremental borrowing rate applied to lease liabilities

recognized under HKFRS 16 was 15% per annum.

The lease liabilities as at 1 January 2019 reconciled to

the operating leases commitments as at 31 December

2018 is as follows:

(b) FABBHBREERE16H 2 F

ZHE
RBREFEVWBREERE16%E - EH
RIRBEBYBERELERE16HERBEER
B Z IHE TG B fE SR EF R K B15% ©

MR2019F1F1H 2 E B EER2018F12
A31A 2 & EHEAEHRNT ¢

Interim Report 2019 = i s & 13



Notes to the Financial Statements

4. ADOPTION OF NEW AND REVISED HKFRSs 4. FAFITIRKETERUBREER
(Continued) (#&
(b) Nature of the effect of adoption of HKFRS 16 (b) RME BN BHREENF16HF 2 E
(Continued) ZE (&)
HK$’000
FAT
Operating lease commitments at 31 December 2018 A2018F12 A31 H # 5 v &KL & H & &4z 17,983
Add: lease payments excluded from operating lease &/ : AIRAIRILIEB N BIRELHE
commitment under early termination options AERZASNR 5,063
Less: Ve
Short-term leases and other leases with remaining HHI R H A E 0201912 A31H %
lease term ending on or before 31 December 2 B R EA S B ARk
2019 exempt from capitalization (4,418)
Servicing component R & (215)
Future interest expense R A B H (3,607)
Exchange reserve bE 5 1 (494)
Total lease liabilities recognized under HKFRS 16 M2019F1 H1BRBE B BRI E165%
at 1 January 2019 HREEEERTE 14,312

Summary of new accounting policies

The accounting policy for leases as disclosed in the
annual financial statements for the year ended 31
December 2018 is replaced with the following new
accounting policies upon adoption of HKFRS 16 from 1
January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease. Right-of-use assets are measured
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. When the right-of-use assets relate
to interests in leasehold land held as inventories, they
are subsequently measured at the lower of cost and net
realisable value in accordance with the Group’s policy for
“inventories”. The cost of right-of-use assets includes the
amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the
commencement date less any lease incentives received.
Unless the Group is reasonably certain to obtain
ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated
on a straight-line basis over the shorter of the estimated
useful life and the lease term.

14 sino Qil and Gas Holdings Limited = Bl & & G R 2 7
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4. ADOPTION OF NEW AND REVISED HKFRSs
(Continued)

(b)

(c)

Nature of the effect of adoption of HKFRS 16
(Continued)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments
to be made over the lease term. The lease payments
include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value
guarantees. The lease payments also include the
exercise price of a purchase option reasonably certain
to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the
Group exercising the option to terminate. The variable
lease payments that do not depend on an index or a rate
are recognised as an expense in the period in which the
event or condition that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in future lease payments arising
from change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments
or a change in assessment to purchase the underlying
asset.

Amounts recognised in the statement of
financial position and profit or loss

As a result of initially applying HKFRS 16, in relation to
the leases that were previously classified as operating
leases, the Group recognized depreciation and finance
costs, instead of operating lease expenses. During the
six months ended 30 June 2019, the Group recognized
HK$3,045,000 of depreciation charges for right-of-use
assets and HK$954,000 of finance costs for these
leases.
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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 (2018: 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.

EXRERIBESE
ARG B2 B AT RO B B30 PR DA L SR 1
REZBEMTREEDL -

RNEE R P E (20184F - PUfE) ATERE D HB - M
RNEBEBREIRERRRBHREETRXHER
B MOBMABILER - UTRAEEATRESD

BB ZE

iy HER: B AEMEER
B

i) REREE JER 3 0 6 B TR A
Mg

i) ARMRADMK: FAREEERHAMKEK
SRR

iv) BIISARTS TR B 75 AR 7%

EBEO0HBEITEHEREERS - CERARHE

YIPRNBEZKENH  REAREELERRE

FENHEREN D BEEFELEBES B E

FMHAXER -
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5. REVENUE AND SEGMENT REPORTING (Continued) 5, BEEIENOIPRSE (/-‘ﬁ)
For the six months ended 30 June 2019, the segment BAZEER 2 DB EREFLT ¢
information about these businesses is set out as follows: B £2019F6H30H L <@ A
Coalbed Raw and  Oil and gas Financial
methane cleaned coal exploitation services Unallocated Total
RER by kil
EER BE RARHK B 75 PR 7% RO® Bt

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TET TET TER TR TET TET

Results ¥
Revenue from external BEE-KEIR
customers EEZBA
— Within the scope of - EBTEREE
HKFRS 15 £155 & E A 58,185 73,980 - - - 132,165
- Interest income from - B IRAS F 2 A
financial services - - - 25,642 - 25,642
58,185 73,980 - 25,642 - 157,807
Segment results &) 5 B 2 FE O 18,858 12,326 9,816 590 (14,682) 26,908
Change in fair value of RATEEBERIIRZ
financial liabilities at HEBEZATFEES
fair value through profit
or loss - - - - 246 246
Finance costs BB A (3,272) (742) - (164) (87,968) (92,146)
Share of loss of EiE—REE R AEE
an associate (101) - - - - (101)
Profit/(loss) before  BRFFEH T HATEF
e ‘, (B8) 15,485 11,584 9,816 426 (102,404) (65,093)
- PR - (1,964) - - - (1,964)

15,485 9,620 9,816 426 (102,404) (67,057

4,366,686 142,223 350,704 76,261 4,974,132

407,084 1,654,039 2,098,500
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5. REVENUE AND SEGMENT REPORTING (Continued)

5.

For the six months ended 30 June 2018, the segment

information about these businesses is set out as follows:

ERERDIB®E ()

BRZEEBZ O BERFIMOT ¢
H £2018%F6 A30H LE/51E A

Coalbed Raw and  Oil and gas Financial
methane cleaned coal  exploitation services  Unallocated Total
RE R =yl
KESR BE  RARRR MR ADEE st
HK$’000 HK$’000 HK$’'000 HK$’000 HK$’'000 HK$’000
FET TET THET FET TET FET
Results E
Revenue from external BEB-REIRBRZ
customers WA
— Within the scope of - BB B RS ER
HKFRS 15 F155HE R 44,147 267,488 - - - 311,635
- Interest income from - BB RAF B YA
financial services - - - MBS - SKI5E
44,147 267,488 = 3,155 = 314,790
Segment results! 7 # R AFOO 15,612 5,627 6,577 4,247 (20,715) 11,348
Change in fair value of BRATEEBERNIKRZ
financial liabilities at MBaELATEED
fair value through profit
or loss = = 5 = (15,418) (15,418)
Finance costs MERAK - (1,161) - - (157,100)  (158,261)
Share of loss of [EfE— KBt & AR EE
an associate (99) - - - - (99)
Profit/(loss) before income B {55 AT I,/
tax expense (B#) 15,513 4,466 6,577 4,247 (193,233)  (162,430)
Income tax expense Friefix - (2,173) - - - (2,173)
- |

Profit/(loss) for the period
lia
20

Repo abl' segmen

Ei2)

55

. 15513

(193,233)

(164,603)
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REVENUE AND SEGMENT REPORTING (Continued) 5.

Notes:

(i) Unallocated results mainly include salaries, rental expense and

professional fees for Hong Kong head office.

(i) The segment result of coalbed methane includes government
subsidies and grants of HK$24,454,000 (six months ended 30
June 2018: HK$26,774,000).

(iii) Unallocated assets mainly include cash and cash equivalents
in head office, short-term investment and equity investments
designated at fair value through other comprehensive income.
Unallocated liabilities mainly include financial liabilities at fair

value through profit or loss, borrowings and convertible notes.

M%%E&ﬁ*ﬁﬁ%(ﬁ)

(if)

(iif)

APMEBEIERETIRA HELZEXBAEE
BRI ERRF

B R 50 2 48 B 4E BU 7 S & 4 824,454,000
77T (2018F6 A30H L/~ @l A : 26,774,000
TT) °

APREETZEREQANRENELEEY -
EHRERZEATEEBEMEEKETIR 2K
BIRE - MADEEEIERERATEEBES
SR i EE  BERATBRERE -

OTHER INCOME 6. HtlltA
Six months ended 30 June
B Z6H30HLLAEA
2019 2018
HK$’000 HK$'000
FHERT FH&IT
Interest income AME WA
— bank deposits —RITER 8 6
— short-term investment —REHRE 4,792 5,103
— others (note (i)) — H b (B =(i)) 10,287 10,432
Total interest income on financial assets TRBHEM AR B EEZ
measured at amortised cost MEWA B 15,087 15,541
Government subsidies and grants (note (ii)) BT 48 Bh K 4 B (BfT =% (ii)) 24,454 26,774
Others H il 280 481

e (six mont

refun

-

tmm%ﬁﬂﬁﬁamﬁﬁmmwMﬁ
RERE RS (i Es)




Notes to the Financial Statements

y

7. OTHER LOSSES, NET 7. HithBEFEHR
Six months ended 30 June
B Z6H30HIE<EA
2019 2018
HK$’000 HK$’'000
FET FAET
Change in fair value of financial liabilities BATFEBERBERINEZ
at fair value through profit or loss HEaEATFEES 246 (15,418)
Exchange loss, net PE i B 1R R 5 (301) (2,494)
Others i) - (2,558)
(55) (20,470)
8. LOSS BEFORE INCOME TAX EXPENSE 8. BRATBBZHAIEIE
Loss before income tax expense is arrived at after charging: BRATSB L AT B IR E M
Six months ended 30 June
HZ6H30HIE<EA
2019 2018
HK$’000 HK$’000
FET F& T
(a) Finance costs (a) WMERAE
Interest expense for financial liabilities REHER AR KA BZ
measured at amortised costs: FESZH -
Interest on corporate bonds TERFZHE 17,058 17,076
Interest on borrowings & B F B 3,538 19,962
Imputed interest on convertible notes ARERZEST L 62,319 126,403
Interest on lease liabilities HEBEF L 954 -
Others EAh 13 940

Other finance costs:

94,396

(2,250) (12,00

92,146




B 15 Rk I

LOSS BEFORE INCOME TAX EXPENSE (Continued) 8. RSB IHAERE(E)
Six months ended 30 June
B Z6H30H LL<MEA
2019 2018
HK$’000 HK$’000
FET FHET
(b) Employee costs (including directors’ (b) EIRE(BREEEHL)
remuneration)
Salaries, wages and other benefits e ILENEMEF 15,001 13,320
Contributions to defined contribution TE R HFURIRGT 8 2 H R
retirement plan 371 267
15,372 13,587
(c) Other Items (c) HMER
Cost of inventories sold recognised BERERAEANEEFTERAN
as expenses 57,489 253,289
Depreciation of property, plant and equipment M BEMSEBE2ZTE 17,409 27,669
Depreciation of right-of-use assets CTRABEEZNE 3,045 -
Amortisation of payments for leasehold land BRAAE TRz
held for own use - 115
Amortisation of intangible assets B A E 2 9,279 11,358
Rental expenses under short-term lease HHEEsYEES 2,914 -
Minimum lease payments under operating wEHE 2 xEHEEHKIEA
lease-property rentals —mEHE - 7,220




Notes to the Financial Statements

10.

INCOME TAX EXPENSE 9.

No provision for Hong Kong profits tax has been made as
the group companies did not have any estimated assessable
profits subject to Hong Kong profits tax for the six months
ended 30 June 2019 and 2018. During the six months ended
30 June 2019 and 2018, the subsidiaries in the People’s
Republic of China (“PRC”) were subject to statutory tax rate of
25%.

The amount of income tax expense, charged to the condensed
consolidated statement of comprehensive income represents:

Fri8® 2 i

E =2019F6 A30H &2018F6 A30H Lt /N &
A BREEARNLEBMMNESFER 2G5
ERBURT - MW EARBBMNEHEE - &E
201946 A30H %2018F6 A30H L/~ & A - iz
RpEARKEFE ([FRE]) 2 WEQRREES
KO5%E AN TR IE ©

MREREE 2HRERNOMEREIE

Six months ended 30 June

B Z6A30H LA A
2019 2018
HK$’000 HK$’000
FET TAT
Current income tax BNEA AT 15 1
— PRC enterprises income tax —HFECEMEH 1,964 3,085
Deferred tax for the period BN 2 IR R TE - (912)
Income tax expense FriS®i sz i 1,964 2,173
DIVIDEND 10. R 2

The directors have neither declared nor proposed any

dividends in respect of the six months ended 30 June 2019
(six months ended 30 June 2018: nil).

BEWES R EIKRE E201946 A308 1E /5@
AZMRE (HZE2018F6 A30R 1L/~ A A : &) o




11.

12.

13.

LOSS PER SHARE

During the year ended 31 December 2018, the Group has
conducted a share consolidation (note 18). In determining the
weighted average number of ordinary shares in issue for the
six months ended 30 June 2018, the Share Consolidation (as
defined in note 18) has been regarded as completed since 1
January 2018. Loss per share for the six months ended 30
June 2018 was restated accordingly.

(a) Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$69,462,000 (six months ended 30 June 2018: loss
of HK$165,176,000) and the weighted average number
of 3,345,439,000 (six months ended 30 June 2018:
1,861,162,000) ordinary shares in issue during the
period.

(b) Diluted loss per share
Diluted loss per share for the six months ended 30 June
2019 and 30 June 2018 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 2019 and 30 June 2018.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group
incurred the expenditure on property, plant and equipment with
a cost of HK$11,786,000 (six months ended 30 June 2018:
HK$13,190,000) and interest capitalised is HK$1,726,000
(six months ended 30 June 2018: HK$12,000,000).

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. Full impairment has been made on the
value of the favourable supplier agreement in 2018.

B 75 i 2k P

11. SRE 8B
H E2018F12A31B IFFE - ZEBE B #E T

o & bt (H3E18)

o MEETEH £2018%F6 830H I

NEABBETERR 2 INETHEE - RinE O
(T BKiFE18) D B2018F1 A1 B MR IEAT
X o 8 £2018F6 H30R L~ A 2 BREEE
HEELET

(a)

(b)

BREXER
EREABEDRBEARAEBEAZE
18 69,462,000/ Jt (201846 A30
HIE/NEA : B5#E 165,176,000 T) °
NEBRABEZRTET AR METEHH
3,345,439,0004% (20186 A30H IF /< @
A : 1,861,162,0000%) Ei@BAETE -

BREEEER

EH £201946 A30H 20186 A30H LE7
AR SR#EEEEEGREAEEER
B A R AT 2 B AR & AT IR 45 (1A
HEA)  HH E2019946 A30H K201856
FA30RAILHA EARBEFE -

12. Y% - BMERRE
H E2019F6A30R L~ A - NEBE @R Y
¥ WMEERZREBZERNFIKANHFL11,786,000/%8
7 (B Z£2018F 12 311k 7/~ f@ A : 13,190,000
SIL) REREF B KA B1,726,000% T (B E
201846 4308 IE /<& A : 12,000,000 7T) °

13. B EE
B EETEAMATERERER YL ERR

REMBHRIAR 2 EEHERwHZ -
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y

14. TRADE, NOTES AND OTHER RECEIVABLES, 14. EWEES: - FEWENE - HIioEWEES: -
DEPOSITS AND PREPAYMENTS BERAENEE

30.6.2019 31.12.2018

HK$’000 HK$'000
TET F& T

Non-current assets EMEEE
Deposits and prepayments (note (i) =& R IERFRIE (M EE(ii)) 52,131 52,365

Current assets MBEE

Trade receivables (note (i)) JE Ui BR 3R (B (i) 17,666 22,012
Less: impairment loss (note (v)) S B RS 1R (B RE(v)) (316) (316)
17,350 21,696
Notes receivable FE W =& 34,907 2,401
Other receivables (note (iii)) E A W AR S (B 35 Gii) 58,920 54,753
Less: impairment loss (note (v)) B R E R (BT EE(v) (26,014) (26,014)
32,906 28,739
Other deposits (note (iv)) H iz (M aE(iv) 310,659 290,581
Less: impairment loss (note (v)) R EEE (M (V) (10,703) (10,337)
299,956 280,244
Utility deposits KEZEE 2,070 2,453
Prepayments AT R IE 24,705 29,573

- 411,894 106 'ﬂ
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14. TRADE, NOTES AND OTHER RECEIVABLES, 14. EUIRERS » FEIREE - HEWEEFR ~
DEPOSITS AND PREPAYMENTS (Continued) BeERENTHIE (&
Note: B -
(i)  The ageing analysis of trade receivables, net of loss allowance, (i) RBEHRRBEZH2H 2 EWIRZ (0K ERE R
based on invoice date at the end of reporting period is as ) ZEBRERDMTIE ¢
follows:
30.6.2019 31.12.2018
HK$’000 HK$’000
FER FAT
Current or within 30 days R EF ek D 30K 17,350 21,696
(i) As at 30 June 2019, the balance included prepaid exploration (i) M2019F6A30H R BEUAEBEEZILE
costs of HK$52,131,000 (31 December 2018: HK$52,365,000) Z TEAF B R 452,131,000 7T (20184F 12 A31
on the Group’s construction in progress. H : 52,365,000 7T) °
(iii) As at 30 June 2019, the balance mainly included interest (iii) M2019F6A30H - AR B IEE W E BZEF S
receivables of short-term investment of HK$19,337,000 19,337,000/ 7T (2018F 12 A31H : 14,545,000
(31 December 2018: HK$14,545,000), and consideration BIT) & EF A 2 KK {E24,000,000 T
receivables of HK$24,000,000 (31 December 2018: (20184 12H31H : 24,000,000/ 7t) ° & IE
HK$24,000,000) on the disposal of a subsidiary. During the year 201812 A31HIEFE BRRECERLER
ended 31 December 2018, a lifetime ECL of HK$24,000,000 HA{5 B F54824,000,0007% 7T °

was recognised.

(iv) As at 30 June 2019, the balance mainly included deposits (iv) 72019F6HA30H @ #a N B HEIZE 238,704,000
of HK$238,704,000 (31 December 2018: HK$230,532,000) 75t (2018412 A31H : 230,532,0007% 7T.) K& &2
paid for possible acquisitions of Canada oil fields and % & 8 2 B W F £.70,525,000/% 7T (2018F 12
interest receivables of HK$70,525,000 (31 December 2018: H31H : 58,311,000/ 7T) ° UtRE RAR R A AL
HK$58,311,000) in relation to these deposits. The deposits WIEME A MAZ RS BE S F8.5% & H
were interest bearing at 8.5% per annum. B e

(v) There was no movement in the impairment loss account for the (v) HEZE2019F6A308 L/~ EA @ EIRERR - HihfE
exp(e;cted credit loss (“ECL”) in respect of trade receivable, other WEFRREMZS 2 EHEEREERIEEH

receivable and out[ deposits for the six months ended 30 June (20186 A30H IL/NAA : &
i

019 (1 months ended 30 June 2018: nil).
. -y
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15. TRADE, OTHER PAYABLES AND ACCRUALS 15. ENRR - HEEAREBEREREAR

30.6.2019 31.12.2018

HK$’000 HK$’000
FET FAT
Current liabilities B EE
Other payables and accruals (note (i) H b 38 R TER B B (M 5E3) 300,164 326,367
Receipt in advance (note (ii)) TE W R IE (B 5% (i) 124,560 -
Amounts due to shareholders (note (iii)) J& A5 B BR R IE (BT (i) 7,580 5,315
432,304 331,682
Notes: B
(i) It mainly includes exploration costs payable of approximately iy EMENZBEEEEHRIEEZEMNBRF
HK$247,957,000 (31 December 2018: HK$256,881,000) in KR %9247,957,0007% 7T (2018412 H31H
respect of oil and gas properties. 256,881,000/ 7C) ©
(i) It mainly includes the receipt in advance of approximately iy BURARETERERE=ZIIEBREBEBTRHEEE
HK$111,436,000 from the Partner in the PRC for capital HEREARRZENTEW K 4111,436,000/% 7T °

development of the Sanjiao CBM Project.

(iii) The loans are unsecured, interest free and repayable on demand. (i) ZERAEER 2L RERERKAGERE -

o
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16. BORROWINGS 16. £ &
30.6.2019 31.12.2018
HK$’000 HK$’'000
FET FAT
Other borrowings HifEE
— secured (note (i)) — B (B EEG)) 8,226 -
— unsecured — FE K 1R 7,397 3,556
Corporate bonds — unsecured THEESH— EHE 468,764 473,567
484,387 477,123
On demand or within one year BERS —FANEERE 18,623 16,956
More than one year, but not exceeding two years B8 — % ' B BB E - 6,000
More than two years, but not exceeding five years  #Ri@BmME - (B i@ HE 382,700 361,200
More than five years BB R F 83,064 92,967
484,387 477,123
Amount due within one year included in current ARBBE-—FANIH &5
liabilities (18,623) (16,956)
Non-current portion IERENZ 465,764 460,167
Notes: Pt aT :
(i) Secured borrowings were secured by the interest income (iy AEBEENEEMBERGEES (M) MELN
generated from the Financial Service segment as disclosed in FEWAMEHIR
note 5.
(i) The range of effective interest rates on the Group’s borrowings (i) #EHZE201946A30BIEXNEARN - AEBEBENE
for the six months ended 30 June 2019 are as follows:- BRI AT EHE :

=
30.6.2019

5% - 12%
18% - 24%
5% - 8%
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17. CONVERTIBLE NOTES 17. AR EE

Liability Derivative
component component Total
=Lt PTEI 2 k-]
HK’000 HK’000 HK’000
FHET FHET FET
At 1 January 2018 R2018%1A1H 1,238,031 37,895 1,275,926
Released upon expiry REIH B # O (309,136) - (309,136)
Amortisation of transaction costs RS 2 5 8,833 = 8,833
Imputed interest expense JEERF B H 246,837 = 246,837
Interest paid EEREAPEN (66,298) - (66,298)
Change in fair value N EEE - (37,638) (37,638)

At 31 December 2018 and M2018F 12 A31H &

at 1 January 2019 201941 A1H 1,118,267 257 1,118,524
Amortisation of transaction costs R GRA 2 # 58 (K1 5E8(a))

(note 8(a)) 4,417 - 4,417
Imputed interest expense (note 8(a)) FE & A B H (M 5E8(a)) 62,319 - 62,319
Interest paid B F 8 (40,820) - (40,820)
Change in fair value NEEEE - (246) (246)
At 30 June 2019 201946 A30H 1,144,183 11 1,144,194
Notes: B &E
(i) For the six months ended 30 June 2019, imputed interest (i) M2019F6A30HIE6EA A @ AIRRER ZESH

expense on the convertible notes was charged at the rate of F B H TR FFIE18.96%(F A ERRF EAFTE -

approximately 18.96% calculated using the effective interest
method.

The convertible note was secured by the issued es of two (i) ARREBEUARFZMEK
subsidiaries of the Company, Power ( d MBBZERERERA
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18. SHARE CAPITAL 18. Ik 7Zx
Number of
shares Amount
RHEE |
000 HK$’000
F A& FHET
Issued and fully paid BT RHR

At 1 January 2018 R2018F1H1H 16,538,791 165,388
Share issued before Share Consolidation R0 & GFRIE1T 2 IR 1D 11,340,000 113,400
Share consolidation (note) & 1D & of (M aE) (25,090,912) =
Shares issued after Share Consolidation R B FEEITZRG 557,560 55,756

At 31 December 2018 and at 30 June 2019 R2018%F12HA31H &
201946 A30H 3,345,439 334,544
Note: With effect from 9 August 2018, every ten issued and Mz : B2018FE8H9HRE - AAFIBAFE S
unissued existing shares of par value HK$0.01 each in the SR EE0.0LE T R ITRAZRITHAR
share capital of the Company were consolidated into one BAfE—REIREMEO0. 105 T A IR %
consolidated share of par value HK$0.1 each (the “Share (TBRHAEE]) - FiEAHIRG®IT > BT

=} =}

Consolidation”). All Consolidated Shares rank pari passu in all

BT EZFARSES

respects with each other.
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19. COMMITMENTS 19. &iE
(a) Operating lease commitments - Lessee (a) KEHERE-FAHEA
At 31 December 2018, the total future minimum lease M2018F12A31H  FAHELZHE 2
payments under non-cancellable operating leases were HEENzZERERELBOT ¢

payable as follows:

HK$’'000
FHET
Within 1 year 1R 10,451
After 1 year but within 5 years 1F & 1B5F K 7,532
17,983
The Group is the lessee of a number of properties and NEBLABREBEKLEHERRZEYWE BE
plant and equipment held under leases which were EREZEBA  ZHELAMERERSS
previously classified as operating leases under HKAS STEAFEITHRE P B AKEHRE - AEED
17. The Group has initially applied HKFRS 16 using the HELETNEBWEN T RAE ST BRE
modified retrospective approach. Under this approach, KBIZE165: - IRIBEE L AEBEFAET
the Group adjusted the opening balances at 1 January 2019F1 A1 A HI¥IA%E - AREREELAE
2019 to recognise lease liabilities relating to these HENEEaE (RWE4) - H2019F 1A
leases (see note 4). From 1 January 2019 onwards, 18 RIRBEEN KR IE M T4 & 51 B
future lease payments are recognised as lease liabilities REVHERRKRPEREHEEE -

in the statement of financial position in accordance with
the policies set out in note 4.

(b) Capital commitments (b) EAELE
30.6.2019 31.12.2018
HK$’000 HK$’000
THT F#& T
Commitments in respect of the Sanjiao CBM I =EREERIER 2 A&IE

Project




20. CONTINGENT LIABILITIES

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 2019, a provision of HK$8,555,000 (31
December 2018: HK$8,594,000) was made in the condensed
consolidated statement of financial position.

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. E KB

B 15 Rk I

20.REERE

REENKEEERER 2 WE  AEMEE -
METEERRZERRERERFRES ZE
B AEBESEBEERS THRFARE X
MR tiERRER 2B - 201946 430
H - ERLRE M BARR R AEL T 8,555,000/ 7T
(2018412 A31H : 8,594,000/ 7T ) Z & -

BEAXXRS

FEEBEAEMSE

ENFEZEEEAB (BEARAES)MEFBN
T

Six months ended 30 June

HZ6A30R L ~EA
2019 2018
HK$’000 HK$’000
FHET F& T
Short-term employee benefits EEEERA 7,417 8,770




Management Discussion and Analysis

BUSINESS REVIEW

During the period ended 30 June 2019, Sino Oil and Gas Holdings
Limited (the “Company”) and its subsidiaries (collectively
the “Group”) recorded a total revenue of approximately
HK$157,807,000 (2018 interim: HK$314,790,000). The decrease
in turnover was mainly attributable to the change of some of
the coal washing business model from last year. Though this
has affected the calculation of turnover, the actual profit of this
business continued to remain stable. The turnover included the
sales of coalbed methane (“CBM”) in our Sanjiao CBM Project of
approximately HK$58,185,000 (2018 interim: HK$44,147,000),
the sales derived from raw coal washing project located in Qinshui
Basin, Shanxi Province of approximately HK$73,980,000 (2018
interim: HK$267,488,000), and the gross income from the
financial services business in Shaanxi Province of approximately
HK$1,908,000 (2018 interim: HK$3,155,000).

During the period, the Group recorded a net loss of approximately
HK$67,057,000 (2018 interim: net loss HK$164,603,000), which
significantly decreased by approximately 59% compared with the
same period last year. The decrease of loss was mainly attributable
to the settlement of part of its financial liabilities, resulting in
a significant drop in financial costs; and the fair value change
of financial liabilities arising from the relevant convertible note
during the period was relatively insignificant, which recorded a gain
of approximately HK$246,000 (2018 interim: loss on fair value
change HK$15,418,000). During the period, the Group recorded
earnings before interest, taxes, depreciation and amortization
(“EBITDA”) of approximately HK$56,786,000 (2018 interim: EBITDA
HK$34,973,000), which significantly increased by approximately
62% compared with the same period last year.

During the period, Sanjiao CBM Project continued to have a steady
growth. CBM sales amounted to HK$58,185,000 (2018 interim:
HK$44,147,000), which has largely increased by 32% as compared
with that of last year. The government subsidies and VAT tax refund
arising from the sales in 2018 were approximately HK$24,454,000
(2018 interim: government subsidies generated from the sales
of 2017 were HK$26,774,000). During the period, the sale-to-
production rate reached approximately 97% (2018 interim: 84%).
The Sanjiao CBM Project has entered into the development stage
and the Group believes that it will bring long-term substantial
profits.
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The interest income amounted to approximately HK$10,287,000
(2018 interim: HK$10,432,000) 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 with an approved CBM production
capacity of 500 million cubic meters per annum in July 2017. 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.
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Management Discussion and Analysis

Infrastructure

As at 30 June 2019, the Sanjiao CBM Project has completed a
total of 118 wells, comprising 66 multilateral horizontal wells and
52 vertical wells. Out of the total 118 wells, 89 wells were in the
normal dewatering and gas producing stage, of which 90 wells had
accessed to a gas collection pipeline network. 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
71.4 kilometers of 10KV power grid and branch power line were

also completed.

The total daily processing capacity of the CBM processing station is
500,000 cubic meters now. To cope with the increasing production
volume of Sanjiao CBM Project, the Group has undertaken the
expansion of the CBM processing 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$46,185,000 (2018 interim: HK$50,354,000).
The government subsidies and VAT tax refund arising from the
sales in 2018 were approximately HK$24,454,000 (2018 interim:
government subsidies generated from the sales of 2017 were
HK$26,774,000). CBM sales amounted to HK$58,185,000 (2018
interim: HK$44,147,000), which has largely increased by 32% as
compared with the same period of last year. During the period, the
production and sales of CBM were approximately 51.29 million
cubic meters (2018 interim: 47.68 million cubic meters) and
49.76 million cubic meters (2018 interim: 40.02 million cubic
meters) respectively, resulting in a gas sale-to-production rate of
approximately 97% for the period (2018 interim: 84%), which has
significantly improved comparing with that of last year. In terms
of the composition of gas sales throughout the period, industrial
piped CBM sales accounted for approximately 82.6% of total
sales (2018 interim: 85.3%), while residential piped CBM sales
contributed approximately 17.4% (2018 interim: 14.7%). Same as
last year, all CBM was sold by pipeline.
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Raw Coal Washing Project Located in Shanxi Province

The Group owned a 75% equity interest of a raw coal washing
project company located in Qinshui Basin, Shanxi Province.
Last year, the project team sought to develop direct processing
business in order to diversify the risk of a single business model.
This change has affected the computation of the turnover amount,
resulting in a decline in turnover, while the actual profit remained
stable. During the period, the revenue from the raw coal washing
business was approximately HK$73,980,000 (2018 interim:
HK$267,488,000). Among the mix of the turnover during the
period, the raw coal washing business accounted for approximately
88% of the revenue, and the raw coal processing business
accounted for approximately 12%.

Up to the date of the interim report (29 August 2019), the
Group has received part of the shortfall of the guaranteed profit
of approximately RMB3,000,000 for the year 2018. The Group
anticipates that the remaining balance will be received before
the end of 2019. The remaining balance of the shortfall of the
guaranteed profit RMB5,050,000 for the year 2017 has been fully
settled during the period.

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 so as to create cooperation
channels; as well as to seek for the suitable financing channels
and sources for the Group’s upcoming possible mergers and
acquisitions (“M&A”) and development. Further it also provides
short-term investment opportunities for the Group’s capital. During
the year, the business recorded a gross income of approximately
HK$1,908,000 (2018 interim: HK$3,155,000).

Capital Expenditure

During the period ended 30 June 2019, there is no significant
capital expenditure incurred for exploitation work performed in
respect of the Group’s oil and gas projects.
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Management Discussion and Analysis

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.

Gas Pipeline Project in Guizhou

To explore new business opportunities, the Group, entered into
the non-legally binding memorandums of understanding (“MOU”)
with Chongqging Shengyan Energy Company Limited (“the Vendor”)
in relation to a possible acquisition in June 2019. The Vendor is
principally engaged in comprehensive utilisation, research and
development and production of urban natural gas. Pursuant to
the MOU, it is proposed that the Group will acquire 51% of the
equity interests of the target companies from the Vendor. The
target companies are located in Zunyi City, Guizhou or Xin County,
Henan and are principally engaged in investment, construction and
operation of urban gas pipeline infrastructure facilities. Currently
the Group is performing due diligence on the target companies.

Financial Review
Liquidity and Financial Resources

As at 30 June 2019, the net assets of the Group were
approximately HK$2,876,000,000 (31 December 2018:
HK$3,009,000,000) while its total assets were approximately
HK$4,974,000,000 (31 December 2018: HK$4,963,000,000).
As at 30 June 2019, the Group had external borrowings including
the liability component of convertible notes of approximately
HK$1,628,570,000 (31 December 2018: HK$1,595,000,000), and
the gearing ratio based on total assets was approximately 32.74%
(31 December 2018: 32.14%). By the end of June 2019, the
current ratio was approximately 0.34 (31 December 2018: 0.35)
Details of the Group’s pledge of assets and the maturity profile
of the Group’s borrowings are set out in notes 16 and 17 to the
financial statements.

In June 2019, the Company planned to issue a total of
665,000,000 new shares to an independent investor. The net
proceeds from the subscription of approximately HK$66,000,000,
of which approximately 90% will be used for the repayment of
outstanding loans of the Group, and the remaining balance will be
used as working capital of the Group. The expected completion
date will be 6 September 2019.
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In respect of the issue of the Group’s net current liabilities position
as at 30 June 2019, the convertible notes with a principal amount
of HK$1,014 million to fall due in September 2019, is posing a
relatively great financial pressure to the Group. The management
has actively engaged in the discussion of the above issue with
the holder of the convertible notes. Although no binding plans or
terms have been reached, both parties have conducted in-depth
discussion on several feasible options. The options include but are
not limited to, (i) exploring the possibilities with the convertible
notes holder to amend terms of the convertible notes so as to
extend its maturity; (ii) negotiating with potential investors who are
interested in acquiring the convertible notes. Management expects
both sides may reach consensus in September 2019.

Riding on the growing business of the Group and the support of
the above measures, it is expected that the Group’s financial
pressure will gradually be eased and the overall financial position

will improve.

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 2019, 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 2019, 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

Though China’s economy is facing various challenges, the
State keeps promoting air pollution prevention and control, and
strengthening coal-to-gas conversion in residential, heating, and
industrial industries in key areas. According to the NDRC, natural
gas sales in the first half of 2019 increased by 10.8% year-on-
year, indicating that the national natural gas consumption grows

continuously.

In June 2019, the Ministry of Finance issued the “Interim
Measures for the Administration of Special Funds for the
Development of Renewable Energy” to encourage the development
of unconventional natural gas in China. From 2019, subsidies
will not be subsidized according to the fixed subsidy standard of
RMBO0.3/m3, rather in accordance with the incentive principle of
“The More Increase in Production, The More Subsidies Granted”.
For those who have exceeded the exploitation and utilization
of the previous year, they shall be given incremental subsidies
according to the excess level. For those that have not reached
the exploitation and utilization of the previous year, the subsidy
fund shall be deducted accordingly. At the same time, the special
subsidy fund also reflects the principle of “The More Increase in
Production in Winter, The More Subsidies Granted”, to provide
more subsidies for the unconventional natural gas incrementally
produced during the heating season. With the strong support of the
state, unconventional oil and gas, including CBM, is expected to be
an important factor for the steady implementation of the “Blue Sky
Defense War Action Plan” and the plan of coal-to-gas.

Looking ahead, on the one hand the Group will put into its greatest
effort to release the financial burden of short term funding as
soon as possible, and on the other hand the Group will allocate its
resources to speed up the development of the Sanjiao CBM Project.
We will formulate a concrete plan to increase productivity of the
CBM so as to support a steady growth of the operation, which will
be a solid foundation for the Group’s expansion of its business
and sustain a long-term and healthy development. Riding on this
foundation, the Group will assess the possibility of diversified
business development in a prudent and pragmatic manner, and
hope to enhance the sustainability and stability of the business
returns and business risk. At the same time, the Group in long run,
can maintain the momentum of growth, and generate substantial
returns for shareholders.
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Other Information

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2019, 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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Long position Share options Beneficial owner (Note 2) 3,600,000 0.11%
A BE EaA A (Fi:2)
King Hap Lee Long position Shares Beneficial owner 10,000,000 0.30%
= F e B 7 BRAEA

ong pbsition

Share options

Shares

Beneficial owner
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Other Information

Number of shares/

Interests in shares/ underlying shares Percentage of
Name of Director Long/short position  underlying shares Nature of interest of the Company held issued shares
R4 R AR FixARRE,/ HE#T
Ex=png #E/ KA R0 o BEME HERGHE ROBSL
Chen Hua Long position Underlying shares Interest of controlled corporation 76,897,179 2.30%
(Note 3)
g H#E BRI X Al (f5E3)
Wong Lung Tak Patrick  Long position Share options Beneficial owner 300,000 0.01%
HEEfR e BiRE EnEFA
Wang Yanbin Long position Share options Beneficial owner 300,000 0.01%
FiER e BiRE EnEFA
Notes: B &E -
(1) Particulars of directors’ interests in the share options of the Company (1) EBESRARRBRENERFIBEHN [ BREE] 6 -

are set out in the section “Share Option Scheme”.

(2) Sino Oil and Gas Resources Investments Limited (“SOGRI”) owns (2) AFBEIARBERIEEEFR AT ([SOGRI])#H85,119,500
85,119,500 shares and has short position of 70,800,000 shares. A% R A7 B 25 12 70,800,000/ X (7 H)3X & ° SOGRI H &
SOGRI is wholly owned by Dr. Dai Xiaobing. Pursuant to the SFO, Dr. NEB+EEHEE - REBEEARBPSED - Hig LR
Dai is taken to have interests and short position in such shares. In BRZERMPBEEEZRARE - I BE T ERHE
addition, Dr. Dai beneficially owns 73,384,500 shares and has short B 73,384,500/ %17 K #5566,724, 500K &5 KA B

position of 66,724,500 shares.




Unless the context requires otherwise, capitalized terms used
in this paragraph shall have the same meanings as defined in
the announcement issued by the Company on 31 May 2016.
On 31 May 2016, the Company entered into the Subscription
Agreement with Crescent Spring Investment Holdings Limited
(the “Bondholder”) pursuant to which the Company issued to the
Bondholder the Convertible Bonds in the aggregate principal amount of
US$130,000,000 due 2019 on 29 September 2016, and Sino Oil and
Gas Resources Limited (“SOGR”), a company wholly owned by Dr. Dai
Xiaobing, entered into a Put and Call Option Deed with the Bondholder
pursuant to which the Bondholder 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 the Bondholder an irrevocable
and unconditional right (but 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. Based on the conversion
price of HK$0.168 per share, a maximum of 6,012,500,000 shares
may be allotted and issued upon exercise of the conversion rights
attaching to the Convertible Bonds in full. Further details are set
out in the announcements and circular issued by the Company on
31 May 2016, 30 September 2016 and 12 July 2016 respectively.
Pursuant to the SFO, the Convertible Bonds give rise to an interest in
6,012,500,000 underlying shares of the Bondholder and the Put and
Call Option Deed gives rise to an interest in 6,012,500,000 underlying
shares of the Company of SOGR and Dr. Dai Xiaobing and short
position of 6,012,500,000 underlying shares of the Bondholder.

76,897,179 underlying shares are owned by KZEREBH/EGRAF,
a wholly owned subsidiary of RESE AR AR which is owned as to
90% by Mr. Chen Hua. Pursuant to the SFO, Mr. Chen is taken to be

interested in such underlying shares.

Save as disclosed above, as at 30 June 2019, 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.

Hith &

BRXESHMIEN NRPFAEAZAZERQ AR
2016F5A31B I 2 AMAAEE A G HERE - E"
2016F5H31H * A A F) HiCrescent Spring Investment
Holdings Limited ([ &% #A A ) ST RME W= - 3Rt -
RA B HR201645F9 A29H #1T AR ¢ 4% 130,000,000
EILR2019F B Mz A MR EHFTFEFHBEA A
EEBNEGIT2ERENTBRARERARAQ A
([SOGRI) @ BEEHFEH AGT L Rb MR E LR
B BEHEE AR TSOGR— B Al @ & 5 (41
A (BB AE) - A 5 R 5 B4 HA P AR R B A
EEBABMAEBAMRES - MSOGRE T EFH
BEA—EAAHE REGGER (BEXEEE) - AT E
SKSOGRM 55 Bt A MR R B EEBRE A S H
REBAIRREF o RIBRRESRO0.168B T+ K&
BT AT RREF P 2 AR R TR RET&
%6,012,500,000/% f& 17 - A B F &R AR FHR2016
#5318 %2016F9A30H % H 2 A i x20164F7 5
12 HZBEK - BIRFFRAEKR - EFHFA AR
FR A #2 % & 535 8 AN 2 7]6,012,500,000/% 48 B8 A% 17 12
= ﬁﬁsom&%biﬁi&ﬂ”wa& B HIE IR A
6,012,500,000/8 18 B AR 1D #E = R & H 5B ARBR)
TR 56,012,500,000% BB (KB 2 AR °

(38) 76,897, 179BERMNEBAREREBEGRAFFE - H
AREEEBRAGNEZENBAR - BEBRRELE
HHIO% R « BIREF R EAE KA - BRI EWR ARZ
ZHERARR D A e

G EXFTIREEIN - ’2019F6 A30H @ fIEAR RN FIE

ENRTREHENARRNEREEE (AEEFLHE
GRBIEXVEDFTRE T 2 %) 2 B fp ~ BB RESF

HEEREEF R RIRDIE 352K B N B LM 2
MESEIRR  KEBRBELETAAMEARF R

BRSSO R -
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Other Information

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 2019, 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

L B
AT RMRAES 8 ([5H81]) 9120105 BT AR R
BEAR EERTRM - HBERHE LWARB+ £
B2 AWM -

R2019F6A30H ' EE R AKEEERIBIEE &I A
HEREBERLATREARRBRDZEREREFATR

ZEAEDZ SHBERERTHEAA

ok

B— B 2

A -BEEZERAKERERNHAMKEREREEE

for one share. Details of share options held by the Directors and HEWAHE)HFNTE
employees of the Group and movements (if any) in such holdings
during the period are as follows:
Number of options
BREHA
Exercise price
Outstanding at Outstanding at  Date of grant Exercise period per share
1 January 2019 30 June 2019  (D.M.Y) (D.M.Y) HK$
BRRGZ
R2019% 1A1A 1420194 6A30R HEAH TR TE
i R AT B HWATE (A.B.F) (B.R.%) BT
Directors
E=
Dai Xiaobing &/ & 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
King Hap Lee S/ 7 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wan Tze Fan Terence ;&1 3) 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wong Lung Tak Patrick & #21= 300,000 300,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wang Yanbin T & 300,000 300,000 06.12.2011 06.12.2011-05.12.2021

106.12.2011

06.1 —05? b




H A&t

N

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ TERRRHEHMA LT ZER

INTERESTS

As at 30 June 2019, the following persons, not being a Director or M2019F6 A308  BEFEH KAEIEHIFE3I36IKTE
chief executive of the Company, had an interest or short position ZEMATESE U TTALT (WIERARESHITHAE
in the shares or underlying shares of the Company as recorded in H)ORARB 2R RABERD P HEE#ER RAE R
the register required to be kept under section 336 of the SFO, the ™

details of which are set out below:

Number of shares/

Interests in shares/ underlying shares Percentage of issued
Name Long/short position underlying shares Nature of interest held shares
RBH R FiRe,/ BB
A% #E/ %R HERGDES EEHE HERGHE R4 843
Substantial Shareholders
TERR
Bright Achieve Long position Shares Beneficial owner 719,763,500 21.51%
Investments Limited
(Note 1)
RERBERAF e R EnEFA
(FizFe)
Lai Chun Lam Long position Shares Beneficial owner 398,000,000 11.90%
JELEeS HE g E=EBA
Zhang Victor Ri Chun Long position Shares Beneficial owner 398,000,000 11.90%

®HF iHE fxfp BHEBA




Other Information

Interests in shares/

Number of shares/
underlying shares

Percentage of issued

Name Long/short position  underlying shares Nature of interest held shares
RRB K Frge,/ HEERT
#18 BE/KE HERGES RS HERLHE ROB ML
Other persons
Hit AL
Wong Chun Chau Long position Shares Beneficial owner 278,780,000 8.33%
BEfRE HaE g EREBA
Zhuo Kun Long position Shares Beneficial owner 278,780,000 8.33%
£ HE g EREBA
Crescent Spring Long position Underlying shares Beneficial owner 6,012,500,000 179.72%
Investment Holdings
Limited (Note 2)
Crescent Spring ) ) EEBEAA
Investment Holdings
Limited (Fi&2)
Short position Underlying shares Beneficial owner 6,012,500,000 179.72%
KA EE g EREBA
Long position Shares Security interest 137,524,500 4.11%
HE & 7 R
Sino 0il and Gas Long position Underlying shares Beneficial owner 6,012,500,000 179.72%

Resources Limited

(Note 2)
REHRER

BRAR (FizF2)

HE

iR )




Notes:

(1)

(2)

Bright Achieve Investments Limited is wholly and beneficially owned
by Mr. Chen lJiajun, being the son of Mr. Chen Hua, a non-executive

Director of the Company.

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$0.168 per share. Based on the conversion
price of HK$0.168 per share, a maximum of 6,012,500,000 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 6,012,500,000 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 6,012,500,000 underlying shares of each of SOGR and Dr. Dai
Xiaobing, and short position of 6,012,500,000 underlying shares of

Crescent.

B &E

(1)

(2)

RERBERAFNARRELLE (REARBENTES
RELAENZF)2ERERESR -

Crescent Spring Investment Holdings Limited
([Ccrescent|) # A AR Al AN & #8 /130,000,0005 7T
M2019F B Bl 2 AT IR & 5 - AREAMRE T R0.168
BITEBRRBARR ARG - RERIRESRO0.1684H
TC - BT AR AR 5 FT M 2 R AR #E 18 1% T A
K 217 5% %£6,012,500,0000% f% {7 » 1R 35 7] 2 % (& % -
Crescent$¥ 5 A2 7]6,012,500,0008% fH B AR D #E & ©

BXESHEN  NEEMEBZAZEAXRFR
2016F5A31A FIE 2 AR EE LG HREE - B
ECrescentEAF /N EB T2 EBENFEBRERSE
R AR ([SOGR)) a1 FI R K R BB HA#E 324X + Crescent
B FSOGR—IET A B R A R (B |mEA) -
ARRBEREARANRRENEREERABHKS
EBA AR &% - MSOGR #% FCrescent—IE A] i@ &
EARMFREF (B EE () - AT Esk SOGR KR HiE
AR AR R HA AR B B (B R A SR sk 2 3P AT IR AR fE 5 -
RBRE R REPERE  SOGREH /N EBLHEAR
‘A 7]6,012,500,000/% 4 8 A% 1 # = K Crescent#¥ &
6,012,500,000/% A8 B AR 0 2 K B ©
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Crescent also holds security interest in 137,524,500 shares of the

Company.

Crescent is a wholly-owned subsidiary of China Huarong International
Holdings Limited (EIZFEgBEIEIZER A R]) which in turn is owned
as to 88.1% by Huarong Real Estate Co., Ltd. (EREX AR ST F)
(“Huarong Real Estate”) and 11.9% by Huarong Zhiyuan Investment
& Management Co., Ltd. CERBCRIREEEFREMAR]) (“Huarong
Zhiyuan”). Both Huarong Real Estate and Huarong Zhiyuan are wholly
owned by China Huarong Asset Management Co., Ltd. (FBIZEFEE
BEERMARLQF) which is in turn owned as to 77.49% by Ministry
of Finance of the People’s Republic of China (2 A R A E 81 EE).
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.

Saved as disclosed above in this section, as at 30 June 2019, 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 2019, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.

Crescent/i #3545 A A 7]137,524,5000% i (5 (R & #E 25 o

Crescent2 F B EREBREIER BB AN EZENE R
Al ERBEXBERETAR(TERER]) REMBUER
BEBREREEAR ([ERIBE]) DABAEHBEERME
BRAER B R A A #88. 1% s R11.9%E & o FEFL B 3
REMBBRYATHNEREEEERNERAA L EH
B RENAPEARKNES BRI FET7.49% 5 -
BREZBZRBEGRY - FRERBERERERAF - E
MEX THEMEETEROKERAGARFEARKE
B B B Db 45 4R A5 A EifiCrescent® g s A B ©

B EXETIREESN - R201966 A308 © AR RN EE
BEERMEMAL(TEEARRZESRITRER) B
HMIEREEBRBEF KRB EHIFE3361K AR ENE
sl B 2R 2 B AR 1 S4B B AR 1 B (R i s oK B o

BE BEOHHELTRES

KB E2019F6 A30H 1E/5E A - AR &) sk E E {7 it
BARIMERE HERBLRAQRERLMES -




AUDIT COMMITTEE

The Audit Committee, which comprises Professor Wong Lung Tak
Patrick, Dr. Wang Yanbin and Dr. Dang Weihua, 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 2019.

CORPORATE GOVERNANCE

The Company has complied with all the code provisions set out in
the Corporate Governance Code (“CG Code”) contained in Appendix
14 to the Listing Rules throughout the six months ended 30 June
2019 except for code provisions E.1.2 and A.5.1 with details set
out below:

Code provision E.1.2 requires the chairman of the board to attend
the annual general meeting. Dr. Dai Xiaobing, chairman of the
Board, was unable to attend the annual general meeting of the
Company held on 31 May 2019 due to other business engagement.
The annual general meeting was chaired and conducted by Mr. Wan
Tze Fan Terence, an executive director of the Company.

On 31 December 2018, Mr. Wong Kwok Chuen Peter (“Mr.
Wong”) resigned as independent non-executive director, member
of Audit Committee, Remuneration Committee and Nomination
Committee. Upon the resignation of Mr. Wong, the Company had
yet to meet the following requirements of the Listing Rules of
having independent non-executive directors representing at least
one-third of the Board under Rule 3.10A; the Audit Committee
comprising a minimum of three members under Rule 3.21; and the
Remuneration Committee and Nomination Committee comprising
a majority of independent non-executive directors under Rule 3.25

and code provision A.5.1 of the CG Code respectively.

H A&t

EREEE

HEREHE TR REEERTEANNEZE
ERHEEEERIAEBERANSTRAIRER
WEBNBREZ APEERMBERENET 2
EEMARRE 201946 A30R (LN A 2 R EE
ZHERE -

TEER

ARRNREE2019%6 A30 AIENEAPREEST L
A8 A M 8% U AT K E B IR FRID ([ EE R T
Al 1) 192 2B <F AR - MESFRIE S ZBE. 1.2 RA.5. 116k
G HFBWT

FAMEXFEL2ERTE  EFSERELERIBEF
A -HNEBLTHERAREEREHEAR AR
20195 A3IBRITZ RRBFEAREG - RRBEF KRG
HARRRITES B TR CEEHRETHEARRE -

M20185F 12318 - HEI&EE ([HEE ) BHEARR
RIZBNUNTEERBERZES  FWEZESME
FEEBEIZKE RELEFETER ARABEAFTE
AR EMARBZRE - BIEF 3.10A (£ EREBILIEH
TEFVAMEZTEREABEL =52 —0RE
£ 321 hEHBEZRZESRIB=BHEEK UK
£3.25( RIEEBEIATRIFSFREXEAS.1 EHHIE
BEFMEZEeRIRERZEGRIHO KB BERB LI
TEFHEK -
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On 29 March 2019, Dr. Dang Weihua, an independent non-
executive director of the Company, was appointed as member
of Audit Committee, Remuneration Committee and Nomination
Committee and on 30 March 2019, Mr. He Lin Feng resigned as
non-executive director of the Company. Since then, the Company
has fully complied with all the requirements set out under the
Listing Rules as mentioned above.

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 2019.

By Order of the Board
Dai Xiaobing
Chairman

Hong Kong, 29 August 2019

M2019F3A29A - AR BRI BYIFHITESTEEEF
TRZEAERZES FWNEZEENMREEZES L
KB - LARN2019E3 A300 - faJ#flg A BHIAR AT
FRMITEEZBMA - Gt ARFRBEE2EET Lt b
mRBFTE Z TR E -

ESETESRINEESTA

ANA BB _E TR BT &%+ AT MR R R - EAK
RAMBTEARMEESEEAAAESFHL - &
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