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BUSINESS REVIEW

For the six months ended 30 June 2020 (the "Period”), the
Group recorded a revenue of RMB14.3 million, which was
primarily attributable to the revenue from sales of crude
oil, compared to the revenue of RMB27.8 million for the six
months ended 30 June 2019 (the “Comparative Period”).
Profit attributable to the equity holders of the Company was
RMB465.0 million for the Period, while profit attributable to
the equity holders of the Company was RMB88.5 million for the
Comparative Period.

The increase in profit was mainly driven by the discharge of
Relevant Guarantees, offset by the impairment provision for
property, plant and equipment and intangible assets in the
Period.

The Group’s net deficit position was improved during the
Period. Compared to 31 December 2019, the net deficit was
decreased by RMB478.6 million. It was largely driven by the
further discharge of the Relevant Guarantees, offset by the
impairment provision for property, plant and equipment and
intangible assets in the Period.

Disposal and Relevant Guarantees

On 9 October 2018, the Company entered into a conditional sale
and purchase agreement (the "Agreement’), to dispose of the
core assets and liabilities of shipbuilding, offshore engineering,
engineering machinery and marine engine building segments
(the "Shipbuilding and Engineering Businesses”, together
with the holding company of the Shipbuilding and Engineering
Businesses referred to as the "Disposal Group”] with an
independent third party, Unique Orient Limited (the "Purchaser”)
(the "Disposal’]. The Disposal constituted a very substantial
disposal for the Company under the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong
(the "Listing Rules”). An extraordinary general meeting of the
Company was held on 13 December 2018 in which the Disposal
was approved by the shareholders.
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MANAGEMENT DISCUSSION
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The Company signed the second supplemental agreement
on 3 March 2019 regarding the Disposal, pursuant to which
(1) the transfer of sale share of Able Diligent Limited [the
“Sale Share”], the holding company of Disposal Group, to the
Purchaser shall take place on or before 31 March 2020; (2)
the Purchaser agreed to procure the release or discharge of
the relevant guarantees provided by the Company in respect
of borrowings owed by the Disposal Group [(the "Relevant
Guarantees’); and (3) the Purchaser agreed to execute a share

charge over the Sale Share in favour of the Company.

The Disposal was completed on 10 March 2019 (the “Disposal
Day”) when the Sale Share was transferred to the Purchaser.
All the assets and liabilities associated to the Disposal were
derecognized on the Disposal Day. The Company signed the
third and fourth supplemental agreements on 29 August 2019
and 30 October 2019, respectively. According to the latest
supplemental agreements, the Purchaser will procure the
release or discharge of the Relevant Guarantees and complete

the relevant registration before 31 December 2020.

The Group and the Purchaser have been working closely to
procure the release or discharge of all remaining Relevant
Guarantees in full and it was agreed that all debts owing by
the Disposal Group will be assigned to the Purchaser when the
Relevant Guarantees have been released or discharged in full

and the relevant registration have been completed.
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During the Period, the Company, together with the Purchaser,
has successfully discharged the Relevant Guarantees in an
amount of approximately RMB1,468.8 million. In particular,
the Company has taken the following actions in respect of the
discharge of the Relevant Guarantees during the last one and
half years:

(i) the Company has ongoing discussions with the Purchaser
on a regular basis regarding the status and progress of

the release or discharge of the Relevant Guarantees, and

(i) the Company, together with the Purchaser, has been
actively negotiating with the relevant banks and lenders to

release or discharge the Relevant Guarantees.

Given that the discharging process of banks was time-
consuming and procedurally and administratively complicated,
particularly given that each bank or lender would have its own
internal review procedures as well as approval hierarchy, the
Relevant Guarantees could not be fully discharged in 2019
and the Period despite that the above actions had been taken
by the Company and the Purchaser. Also, additional time
was required for the relevant banks and lenders to conduct
their internal risk assessment in respect of the discharging
proposals. As the Company is only in the capacity as the
guarantor of the Relevant Guarantees, the Company may
not always be in the position to negotiate with the relevant
banks and lenders concerning certain financial conditions or
obligations which they would like to impose on the Purchaser.
Such discussions could only be initiated by the Purchaser, and
the Company would not have control over the relevant progress
and timing.

Nonetheless, both the Company and the Purchaser are
committed to procuring the full discharge of the Relevant
Guarantees by 2020.
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As at the date of this report, the Company and/or the
Purchaser (as appropriate] has prepared and submitted
discharging proposals to the relevant banks and lenders with
the aim of discharging the Relevant Guarantees by batches
during the course of 2020. Details of the Relevant Guarantees
(classified by the Company as Relevant Guarantees A to D for
ease of reference) and the expected time for discharging is

6

summarised as follows:

Relevant Guarantees

HERER

Relevant Guarantees A

TERAFEIRA

Relevant Guarantees B

1HRATEIRB

Relevant Guarantees C

THRATELRC

Relevant Guarantees D

HHRATELRD

Current Status

L=
[==]

AR R

A portion of the Relevant Guarantees A
has been discharged as at the date of
this report

KA E B HIE ARRR — B0 AR R TE(RA

Pending relevant bank’s final approval
for discharging the remaining
outstanding amount
ERABERTHOSKRILEERE R &
HERAHER

Discharging proposal has been submitted

to the head office of the relevant bank
in September 2019 and currently under
internal review

BREREZEN _Z-NFHLARIENEMH

RITROAREE - B AT EEABEZT

Auction conducted by the relevant
bank in December 2019 to transfer the
relevant guaranteed amount to a third-
party lender
HEARTER T AF+-AETHA
5 USHEREREBEERE—US=F
ELZA

Relevant Guarantee C discharged in full
on 30 June 2020
HBAERCER=ZZE-_ZTFA=+H2
HB AR BR

Discharging proposal has been submitted to

the relevant bank by the Purchaser in July
2018. Discharge progress shall expedite
following the settlement of the outstanding
bank loan (please refer to the paragraph
headed “Repayment of bank loans” in this
report for further details)

BEHER T N\FLARBBRITIRER
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Expected Time of Discharge

TE AR BR B

By 30 September 2020

R-B_TFAA=TRHINH

By the fourth quarter of 2020

Fully discharged on 30 June
2020

RZZEZZFA=+HEE
BRBR

Subject to the settlement
of the outstanding bank
loans, by the fourth
quarter of 2020
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As at 30 June 2020 and the date of this report, the Relevant
Guarantees provided by the Company to the Disposal Group
in the process of being discharged or released amounted
to RMB5,200.5 million, inclusive of principals and interests.
In consideration of such financial guarantees, the Group
recognised financial guarantee contracts of RMB5,200.5
million (31 December 2019: RMB6,545.1 million] which will be
released upon the releasing or discharging of these Relevant
Guarantees.

Details of the Disposal were disclosed in note 18 of the 2019
annual report, and the announcements of the Company dated ¢
October 2018, 15 November 2018, 25 December 2018, 4 March
2019, 11 March 2019, and the circular of the Company dated 23
November 2018. Since the beginning of 2020, the Company has
further discharged certain part of the Relevant Guarantees and

recognised a gain of RMB1,344.6 million in the Period.

Debt Restructuring

Together with the Disposal, the Group has also conducted and
executed a series of debt restructuring arrangements with
an aim to ease the financial burden of the Group during the
Period.

(a) Repayment of bank loans

The Group had an overdue secured bank borrowing
of RMB461,243,000 as at 31 December 2019. It is the
intention of the Company to repay such bank loan by
utilizing the US dollar facility entered with a shareholder
of the Company [the “Shareholder”) in 2018 (the “Facility”).
The Facility has a total amount of USD250 million. It is an
interest-free and unsecured facility with a maturity date
of 31 December 2021. The Company expects to utilise
the Facility to repay the outstanding secured bank loan
by batches and all such repayments shall be made by
the third quarter of 2020. Based on the best knowledge
and information available to the Company after having
discussed with the Shareholder, the Shareholder is
committed to provide the Facility required by the Company

to settle the outstanding secured bank loan in full in 2020.
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(b)

B2 #fr

During the Period, the Group has repaid the principal
and interest payable of the secured bank loan amounting
to approximately RMB126.8 million. As at the date of
this report, the outstanding bank loan amounted to

approximately RMB340.8 million.

Extension of maturity date of promissory notes

As at 30 June 2020,
promissory notes of RMB2.1 billion (31 December 2019:

the Company had outstanding
RMB2.1 billion], including the amount of promissory notes

replacing the convertible bonds expired in November 2019.

During 2019 and the Period,

in continuous discussions and negotiations with the

the Company has been

noteholders with the objective of obtaining their
agreements to extend the overdue liabilities. Up to
the date of this report, the Company has already had
numerous discussions with each of the promissory
noteholders (including the convertible bondholders who
subsequently became noteholders as a result of the
replacement of the convertible bonds with promissory
notes in November 2019) regarding the extension of
maturity dates of the promissory notes. Some of the
noteholders have indicated their willingness to extend the
maturity dates of the promissory notes. As at the date of
this report, despite that the Company was unable to obtain
final consents from all the noteholders for extending the
overdue liabilities, several noteholders have agreed in

writing to the extension of the maturity date.

The Company is committed to undertaking further
discussions and negotiations with noteholders during
2020. The Company has already scheduled further
meetings and/or telephone conferences with the
noteholders throughout 2020, and seeks to obtain their
full consensus by the fourth quarter of 2020.
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The Company is currently working out a plan to settle
the outstanding promissory notes, which would depend
on the Company’s financial performance and upcoming
discussions with potential financial institution(s] on
refinancing. As at the date of this report, no definite
settlement terms have been reached by the Company
with any relevant parties in this regard. The management
of the Company has been actively following up on the
status and progress of the above matters and has been
continuously monitoring the relevant progress and

development through regular meetings of the Company.

These aforesaid debt-restructuring actions are devised
to align with the Disposal to improve the overall financial
position of the Group. The Group expects that the
completion of the Disposal and the successful release or
discharge of Relevant Guarantees shall have a positive
impact on the extension of maturity date of promissory

notes.

Obtaining Financial Resources

To further improve the Group's financing position for its
future development, the Group has continued to utilise certain
financing arrangements during the Period, mainly being the
Facility entered with the Shareholder in 2018. The Facility
has a total amount of USD250 million. It is an interest-free
and unsecured facility with a maturity date of 31 December
2021. Up to the date of this report, the Company has utilised
approximately USD105.4 million, mainly for the oilfield
development, repayment of remaining debts and general
working capital.

The Company also expects to continue to utilise the Facility
for its capital expenditure on the Company’'s Energy Business
and for general working capital purpose. As a result of the
outbreak of COVID-19, the Group's operations in Kyrgyzstan
have been temporarily restricted. Coupled with the current
low oil price and stagnant global demand on oil, it is expected
that expenditures in the Energy Business would only start to
be resumed by the Group in around the fourth quarter of 2020,
the earliest. The management of the Group is taking a prudent
approach to manage the capital expenditure of the Energy
Business and will continue to monitor the development of the

oil market in making any capital expenditure decisions.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEE WD

The Company and the Shareholder are engaged in
ongoing discussions as to the provision of further financial
assistance by the Shareholder to the Company, which is still
preliminary and subject to further discussion. If any such
plan is materialised, the Company will make announcement

accordingly.

Energy Exploration and Production

The Group acquired 60% interest in the project involving five
oilfields zones located in the Fergana Valley of the Republic
of Kyrgyzstan (the "Kyrgyzstan Project’), which marked a
breakthrough of the Group into the energy exploration and

production industry in 2014.

Under the agreements entered into with the national oil
company of Kyrgyzstan, KbipreizxepHedTera s ("Kyrgyzjer
Neftegaz” Limited Liability Company), a subsidiary of the
Company was granted rights to cooperate with the national
oil company of Kyrgyzstan in the operation of the five oilfields
zones, namely, Maili-Su IV, Eastern lzbaskent, Izbaskent,
Changyrtash and Chigirchik. The first three oilfields zones
are located at the northeastern part of the Fergana Valley
while the latter two are located at the Southeastern part of
Fergana Valley. The total area covered by these five fields is
approximately 545 square kilometres.

On the exploration front, the Group has drilled a total of 76
wells across the five oilfields zones, including 54 in exploration,
and 22 currently being construction-in-progress. The Group
has also held a number of appraisal wells for exploration and
development.

For the Period, as a result of the outbreak of COVID-19, the
Group's operations in Kyrgyzstan have been temporarily
restricted. Coupled with the current low oil price and stagnant
global demand on oil, it is expected that expenditures in the
Energy Business would only start to be resumed by the Group

in around the fourth quarter of 2020, the earliest.

For the Period, the Kyrgyzstan Project recorded sales of
73,293 barrels (bbl) of light crude oil (for the Comparative
Period: 87,286 bbl]. Revenue from the energy exploration and
production segment was RMB14.3 million for the Period with a
decrease of approximately 48.6% from RMB27.8 million for the
Comparative Period.
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The decline of revenue in the Period were primarily driven
by the decrease in both selling price and sales volume.
The management of the Group is foreseeing the segment
performance will continued to be restrained by COVID-19, and
both the oil price and sales volume will not return to normal
pre-COVID-19 level within the next 6 to 12 months.

In response to the collapse in crude prices and demand for
refined products, the management of the Group decided
to postpone the capital expenditures plan, temporarily
reduce production, and implement companywide cost saving
measures, with an aim to maintain its financial positions
while protecting value in an extended low commodity price
environment. However, the Group remains positive with the
business model in long term, and the Group is in the view
that the new oil well development method shall improve and
achieve a better production efficiency on the oil well-drilling
operation.

The management of the Group is committed to maintaining
its liquidity and will manage its business through this

unprecedented market cycle.

On 1 March 2020, a new director, Mr. Niu Jianmin, was
appointed as executive director to the board of the Company.
Mr. Niu Jianmin has over 30 years of experience in oil and
energy industry. He will be playing a leading role in the
expansion and development of the Energy Business of the

Group.

Impairment provision for Co-operation Rights

As a result of the outbreak of COVID-19, the Group’s operations
in Kyrgyzstan has been restricted temporarily. Coupled with
the current low oil price and stagnant global demand on crude
oil, there has been a strong indication of assets impairment in
the non-current assets associated with the Group’s operations

in Kyrgyzstan.

The management of the Group has conducted an impairment
assessment to estimate the amount of impairment. The Group
has also engaged an external valuer to conduct a full scope
valuation on the assets associated with the Group's operations
in Kyrgyzstan, concurrently.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEE WD

As at the date of this report, the external valuation exercise is
not yet finalized and it is expected to be completed by the end
of 2020.

After consulting with the external valuer, the management has
made its best accounting estimate and provided an interim
impairment provision of RMB670.0 million for the assets
associated with the Group’s operations in Kyrgyzstan. Please

refer to the financial review section for details.

The management of the Group has taken a prudent approach,
and will continue working closely with the valuer to finalise the

valuation and impairment assessment by the end of 2020.

FINANCIAL REVIEW
Revenue and Gross Profit

For the Period, the Group recorded a revenue and gross profit
of RMB14.3 million and RMB3.8 million respectively (for the
Comparative Period: RMB27.8 million and RMB10.5 million
respectively). The decrease in both revenue and gross profit
were primarily attributable to the decrease of both selling price
from sales of crude oil and sales volume which represented
decrease of approximately 54.1% and 16.0% in revenue
respectively.

Selling and Marketing Expenses

For the Period, selling and marketing expenses decreased
by approximately 99.9% to RMB2,000 (for the Comparative
Period: RMB1.3 million). This was primarily in line with the
decline in revenue due to COVID-19, the Group's strategic
transformation by reducing selling and marketing expenses,

and the implementation of cost control measures.

General and Administrative Expenses

For the Period, general and administrative expenses decreased
by approximately 3.6% to RMB23.0 million (for the Comparative
Period: RMB23.9 million]. This was mainly attributable to
the reduction of employees benefit expenses, legal and
professional fees, as well as the implementation of cost control

measures.

CHINA HUARONG ENERGY COMPANY LIMITED
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Impairment loss - Property, plant and equipment

For the Period, the Group recorded an impairment loss on
property, plant and equipment of RMB13.8 million (for the
Comparative Period: nil). This impairment is associated with
certain specific oil well assets of the Company that became

idle because of mechanical issues.

Impairment loss -
Rights

For the Period, the Group recorded an impairment loss on

Intangible Assets - Co-operation

Co-operation Rights of RMB670 million (for the Comparative
Period: nil]. This was primarily in line with the oil and gas
industry where majority of the players were recognizing
impairment due to the significant decline in oil price and the
low demand within the market. The management of the Group
has engaged an independent valuer to re-assess the underlying
fair value of the Co-operation Rights. As at the date of this
report, the external valuation exercise is not yet finalized and it

is expected to be completed by the end of 2020.

After consulting with the external valuer, the management
has made its best accounting estimate and provided an
interim impairment provision of RMB670 million for the assets
associated with the Group's operations in Kyrgyzstan, all of
which were applied against the Co-operation Rights within

intangible assets.

The management of the Group has taken a prudent approach,
and we will continue working closely with the valuer to finalise

the valuation, and impairment assessment by the end of 2020.

Other (Losses)/Gains — Net

For the Period, other net losses amounted to RMBé.2 million
(for the Comparative Period: net gain RMB4.2 million], and the
loss was primarily due to exchange fluctuation associated with

other financial assets and liabilities.

Finance Costs - Net

For the Period, the net finance cost increased by approximately
11.3% to RMB176.5 million (for the Comparative Period:
RMB154.7 million). The increase was mainly attributable to
exchange fluctuation associated with borrowings denominated
in other currencies.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEE WD

Total Comprehensive Income for the Period

During the Period, the Group recorded total comprehensive
income of RMB478.6 million (for the Comparative Period: total
comprehensive income of RMB87.9 million], of which income
attributable to equity holders of the Company was RMB489.3
million (for the Comparative Period: income RMB89.1 million).
The improvement on total comprehensive income attributable
to the equity holders of the Company was mainly driven by the
reduction in Relevant Guarantees, offset by the impairment
provision for property, plant and equipment and intangible
assets in the Period.

Liquidity and Going Concern

During the Period, the Group recorded a profit of RMB454.5
million and had a net operating cash outflow of approximately
RMB9.7 million. As at 30 June 2020, the Group had a total
deficit of RMB8,085.0 million and the current liabilities
exceeded its current assets by RMB8,922.8 million. As at 30
June 2020, the Group’'s total current borrowings amounted to
RMB2,858.1 million, of which RMB2,858.1 million were either
overdue or would be due for repayment within 12 months
in accordance with the repayment dates of the respective

agreements.

A series of plans and measures have been taken by the Group
to mitigate liquidity pressure, to improve the financial position
of the Group, to refinance its operations, to restructure its
debts and proactively liaise with relevant financial institutions

to discharge the Relevant Guarantees.

Foreign Exchange Risks

The Group incurred net foreign exchange losses of
approximately RMB6.2 million (for the Comparative Period:
loss of RMBO0.5 million) due to the fluctuation of RMB against
USD and HKD were being consistent during the Period.

Material Acquisitions and Disposals of Investments

The Group did not undertake any material acquisition or

disposal of investments during the Period.
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Gearing Ratio

The Group’s gearing ratio [measured by total borrowings
divided by the sum of total borrowings and total deficit)
increase from approximately 72.3% as at 31 December 2019
to approximately 82.4% as at 30 June 2020. Affected by the
accumulated losses of RMB21,788.9 million as at 30 June 2020
(as at 31 December 2019: RMB22,253.8 million), the total deficit
was RMB8,085.0 million as at 30 June 2020 (as at 31 December
2019: RMB8,563.5 million).

Contingent Liabilities

As at 30 June 2020, the Group had contingent liabilities of
RMB883.8 million (as at 31 December 2019: RMB853.7 million),
which resulted from financial guarantees provided by the

Company to Disposal Group.

Credit Assessment and Risk Management

Credit risk is managed on a group basis. Credit risk arises
from cash and cash equivalents, pledged deposits, as well
as credit exposures to outstanding trade, bills and other
receivables. As at 30 June 2020, the Group had cash and
cash equivalents of RMB7.2 million (as at 31 December 2019:
RMB42.9 million], of which RMB4.6 million (approximately
63.9%) was denominated in RMB and the remaining RMB2.6
million (approximately 36.1%) was denominated in USD, HKD
and other currencies. The Group does not use any financial

instruments for hedging purposes.

All of the Group’s cash and bank balances, short-term and
long-term bank deposits were placed with reputable banks
which the management of the Group believes are of high

creditworthiness and without significant credit risk.

The Group carries out customer credit checks prior to entering
into sales contract with customers. The Group offers credit
lines after evaluating the customer’s credit profiles, financial
conditions, past experiences and other factors.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BEE WD

Human Resources

As at 30 June 2020, the Group had 81 employees (as at 31
December 2019: 93 employees]. The decrease in the number of
employees was mainly in relation to the Disposal. The principal
elements of remuneration package of the Group include basic
salary and other benefits, contribution to pension schemes,
discretionary bonus and/or share options granted under an
approved share option scheme. Such remuneration should
reflect work complexity, time commitment, responsibility and
performance with a view of attracting, motivating and retaining

high performing individuals.

MARKET ANALYSIS AND PROSPECTS

Subsequent to the completion of the Disposal in March 2019,
the Group has devoted significant focus on the production
and sales of crude oil, with the objective of maintaining
sustainable production while minimising production cost. In
the meanwhile, the management of the Group has proactively
sought opportunities to improve the Group performance.

However, the outbreak of COVID-19 has created greater
uncertainty to the global economy, and the Group performance
has been disrupted significantly since then. Despite the recent
developments in July and August have suggested some signs
of improvement within certain regions, the Group management
is in the view that COVID-19 shall have a prolonged impact to
the demand of crude oil and oil price fluctuation.

Given the Group’'s Energy business will be operating under
pressure in the current low oil price environment and the
unpredictable crude market outlook, the Group will continue to
be stringent with variable cost and capital expenditure, in order to
maintain strong and resilient financial positions through prudent

management of debt levels and liquidity across the board.

In response to the collapse in crude prices and in demand for
refined products, Group management decided to postpone the
capital expenditures plan, temporarily reduce production, and
implement companywide cost saving measures, with an aim
to maintain its financial positions while protecting value in
an extended low commodity price environment. However, the
Group remains positive with the business model in long term,
and the Group is in the view of the new oil well development
method shall improve and achieve a better production
efficiency on the oil well-drilling operation.
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On the hindsight. the Group has actively pursued into other
related opportunities within the energy industry to broaden the
revenue source to ease the sole reliance on the oil exploration
since the beginning of the year. The Group has established
several trading companies in China for energy and mining
related products with the objective of creating a new income
stream and improve the Group profit margin, in which we have
crystalized a number of business development since July 2020
and it is expected to start generating profit by the end of 2020.

The Group is also seeking opportunity and pursuing into oil-
and-gas-related storage and logistic projects which shall
vertically expand the Group’'s Energy Business which will
provide the Group a platform in a sustainable fashion in the
long run.

The Group is also continuing to negotiate with lenders in
relation to the extension of existing financial obligations of
the Group that will require restructuring. The Group remains
positive on the progress and is exploring other initiatives to
increase the liquidity of the Group including different financing

options.
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CORPORATE GOVERNANCE
AND OTHER INFORMATION
TEEAREMER

Corporate Governance Code
During the Period, the Company complied with the applicable

code provisions of the Corporate Governance Code (the "Code”)
as set out in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”], apart from the deviations set out below.

Code provision A.2.1 of the Code stipulates that the roles of the
chairman of the Board (the “Chairman”) and the chief executive
officer should be separate and should not be performed by
the same individual. During the Period, Mr. Chen Qiang has
performed both the roles of Chairman and chief executive
officer of the Company in deviation from code provision A.2.1
of the Code. The Company believes that it is more efficient and
effective for the Company to develop its long-term strategies
and in execution of its business plans if Mr. Chen Qiang serves
as both the Chairman and the chief executive officer of the

Company.

Compliance with the Model Code for
Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the "Model Code”)
as set out in Appendix 10 to the Listing Rules as its own code
of conduct regarding securities transactions by the Directors.
The Company has confirmed, following specific enquiries made
by the Company that they complied with the required standards
set out in the Model Code during the Period.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the Period.

CHINA HUARONG ENERGY COMPANY LIMITED
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Audit Committee

The Audit Committee comprises three independent non-
executive Directors, namely, Ms. Zhou Zhan [chairman of the
Audit Committee], Mr. Wang Jin Lian and Mr. Lam Cheung
Mau. The Audit Committee has reviewed the accounting
principles and practices adopted by the Company, and
discussed internal control and financial reporting matters
including review of the unaudited interim results of the Group
for the Period.

Interim Dividend

The Board has resolved not to declare the payment of an
interim dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: nil].
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DISCLOSURE OF INTERESTS
ERiEE

Directors’ and Chief Executive’s
Interests and Short Positions in
Shares, Underlying Shares and
Debentures of the Company or Any
Specified Undertaking of the Company

As at 30 June 2020, the Directors and chief executive of
the Company had the following interests in the Shares
or underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the "SFO"]) which were recorded in
the register required to be kept under section 352 of the SFO
or 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

Companies (the "Model Code"):

Long Positions in Shares and Underlying Shares of
the Company

EERESITRAERE
RAHA DB ZEMEFE
EB KRG - HERKRH K
BEERPTHERRAR

RZBEZEFA=TH ARAEEEE
BITBABRARNT RERE ZB(ERR
BENMHAEROA(THESRBAEGKRG ) EXV
) 2RO AMERD P HEEBEETLRNES
REIEEOIE32GREFERNELM -
ARE LT ARZERETEFR S ZIFEST
B([EEFRDAEARRREBHERS
FrBRRAR(TBR AT DR ERDT -

RARAAKRGEAEBERGDH
L3y )

Number of shares interested

BEERENROEE

Equity Percentage

Personal Corporate derivatives of issued

Name of Director interest interest (share options)? Total share capital®

BRAELSTETA HEBTRA

Espng Bz AT ER (BBRRAE)? aF [Epila

Mr. Chen Qiang - 27,200,000’ 14,000,000 41,200,000 0.86%
PR 58 o A

Mr. Hong Liang - - 3,675,000 3,675,000 0.08%
HREE

Ms. Zhu Wen Hua - - 975,000 975,000 0.02%

KRR L
Notes: Bt 3T

1 27,200,000 Shares (before taking into account the 14,000,000 Shares that
may be granted to Mr. Chen Qiang pursuant to share options) are directly
held by Boom Will Limited, Boom Will Limited is 100%, directly beneficially
owned by Mr. Chen Qiang.

2 These interests represented the interests in underlying shares in respect
of share options granted by the Company to these directors as beneficial
owners, the details of which are set out in the section headed “Share
Option Schemes” below.

8 These percentages have been compiled based on the total number of
issued shares of the Company of 4,770,491,507 as at 30 June 2020 and
rounded to two decimal places.
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Save as disclosed above, as at 30 June 2020, none of the
Directors or the chief executive of the Company had any
interest or short position in the shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFQOJ 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.

Directors’ Right to Acquire Shares or
Debentures
As at 30 June 2020,

granted by the Company to the Directors and chief executive

the number of outstanding options

to subscribe for shares of the Company, as recorded in the
register required to be kept under section 352 of the SFO or
which were otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code, is set out in the section

headed “Share Option Schemes” of this interim report.

Save as disclosed above, at no time during the Period was
the Company, its holding company or any subsidiary of the
Company or its holding company, a party to any arrangement
to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any

other body corporate.
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DISCLOSURE OF INTERESTS
EEE

Substantial Shareholders’ Interests in
the Share Capital of the Company

As at 30 June 2020, the interests of substantial shareholders
(other than the Directors or chief executive of the Company) in
the shares or underlying shares of the Company which were
recorded in the register required to be kept by the Company
under section 336 of the SFO were as follows:

FERRAERQTRED
R

W-BE-BEAAZ+A  TBRE(KA
AEELRATRARRINAR ARG
SLABRAL ) o B B RIS 2 B
HIIEs IR B SRS

Percentage of

Number of shares and issued share

Name of substantial shareholder derivatives interested capital’
BEERNRER HEBRTRG

FERRERE TETREHE AaL”
China Minsheng Banking Corp. Ltd." 7,006,000,000 146.86%
Ms. Zhao Xuejun? 1,490,120,000 31.24%
HERRL?
Skyline Asia International Limited? 1,490,120,000 31.24%
Action Phoenix Limited? 1,220,000,000 25.57%
Mr. Wang Ping® 771,359,794 16.17%
F LA
Kingwin Victory Investment Limited? 771,359,794 16.17%
BB ERR AR
Mr. Zhang Zhi Rong* 388,301,031 8.14%
RGN S
Fine Profit Enterprises Limited* 388,301,031 8.14%
R EEAR AR
Mr. Mei Liang® 348,000,000 7.29%
TR ST AES
Top Acton Limited® 348,000,000 7.29%
Mr. Ho Kwok Leung Glen® 342,000,000 7.17%
Al BIRRSE A
Mr. Lai Kar Yan® 342,000,000 7.17%
RER kA
China Development Bank® 342,000,000 7.17%
Castle Giant Investments Limited? 270,120,000 5.66%
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Notes:

Save

This interest represents the interests directly held by Minsheng Bank
[Shanghai) and Minsheng Bank (Suzhou) in the 6,639,880,000 underlying
shares and 366,120,000 underlying shares of the Company respectively in
relation to the Subscription Convertible Preference Shares issued by the
Company. Both Minsheng Bank (Shanghai) and Minsheng Bank (Suzhoul
are branches of China Minsheng Banking Corp. Ltd.. As such, Minsheng
Bank (Shanghai] and Minsheng Bank (Suzhou) will also not be regarded
as a public Shareholder in the event that Minsheng Bank (Shanghail
and Minsheng Bank (Suzhoul, individually or in aggregate, hold 10% or
more of the issued share capital of the Company upon conversion of the
Subscription Convertible Preference Shares. Minsheng Bank (Shanghail
and Minsheng Bank (Suzhou] may be subject to the obligations to make a
general offer under the Takeovers Code in the event that they, individually
or in aggregate, hold 30% or more of the issued share capital of the
Company upon conversion of the Subscription Convertible Preference
Shares. Pursuant to the Company’s Amendments and Restatement of
Memorandum and Articles of Association, if the issue of ordinary Shares
following the exercise by a holder of the Convertible Preference Shares of
the conversion rights would result in the Company not meeting the Public
Float Requirement immediately after the conversion, then the conversion
and the number of ordinary Shares to be issued pursuant to such
conversion shall be restricted to the maximum number of ordinary Shares
issuable by the Company which would not in the reasonable opinion of the
Company result in a breach of the Public Float Requirement.

These represent the same interests of Action Phoenix Limited and Castle
Giant Investments Limited. Each of Action Phoenix Limited and Castle
Giant Investments Limited is a wholly owned subsidiary of Skyline Asia
International Limited, of which is 100% directly beneficially owned by Ms.
Zhao Xuejun.

Kingwin Victory Investments Limited is wholly-owned by Mr. Wang Ping.
This presents the same interest of Kingwin Victory Investment Limited.

This represents the same interest of Fine Profit Enterprises Limited ("Fine
Profit”) and Wealth Consult Limited (“Wealth Consult”) of 21,744,800
shares. Wealth Consult is a wholly-owned subsidiary of Fine Profit, of
which is wholly owned by Mr. Zhang Zhi Rong. Mr. Zhang Zhi Rong was
therefore deemed to have an interest in the shares in which Fine Profit
was interested.

Top Acton Limited is wholly-owned by Mr. Mei Liang. This represents the
same interest of Top Acton Limited.

Mr. Ho Kwok Leung Glen and Mr. Lai Kar Yan (the "Receivers”) were
appointed on 25 June 2019 as the receivers of China Development Bank
holding 342,000,000 shares of the Company as at 30 June 2020.

These percentages have been compiled based on the total number of
issued shares of the Company of 4,770,491,507 as at 30 June 2020 and
rounded to two decimal places. All interest stated above represent long
positions.

as disclosed above, as at 30 June 2020, the Company had

not been notified of any persons (other than the Directors or

chief executive of the Company) who had an interest or short

position in the shares or underlying shares of the Company

which were recorded in the register required to be kept by the

Com

pany under section 336 of the SFO.
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DISCLOSURE OF INTERESTS
EEE

Share Option Schemes
Pre-IPO Share Option Scheme

On 24 October 2010, the Company conditionally approved and
adopted the Pre-IPO Share Option Scheme (the "Pre-IP0O
Share Option Scheme”]. As at 30 June 2020, the total number
of shares in respect of the outstanding options granted under
the Pre-IPO Share Option Scheme was 2,275,000 Shares,
representing approximately 0.05% of the total issued share
capital of the Company. No further options will be offered or
granted by the Company pursuant to the Pre-IPO Share Option

Scheme.

The following table discloses details of the Company’s
outstanding share options held by the Directors and certain
employees of the Company under the Pre-IPO Share Option

Scheme and their movements during the Period:

B ST El
BXABRERBRES
NRZZE—FE+A-+WHA AARHIKE
B ERERE R AREEAERETS
((BEXRAHEBENBERESE]) R=F
“EFANA=1TH HEALHEERERE
SRR BRI RITEERE S KR RE R
2,275,0000% - HERARRQ R D EITRABE
#0.05% c AAF T ERBEERXAFAEEAH
BIRESTE B BITHE DB -

TEREBEARREENETREFAART
BRNFEE R BB 8IR T RITERK
BOFBEARAHEES

Number of share options

BREHA
As at As at Exercise
1 January 30 June price Exercisable
Name of grantee Date of grant 2020  Exercised  Cancelled Lapsed 2020 [HKD) period
R R
—BoEf —20%F 1@
RRAEH RigH -A-H BT BT %% AA=tH (B7) T
Mr. Hong Liang 24 October 2010 875,000 - - - 875,000 20.00 Note'
Rk -3-%3% i
TA-t+mA
Ms. Zhu Wen Hua 24 QOctober 2010 75,000 - - - 75,000 20.00 Note'
KGRt —Z-TF fits
TA-tmA
Senior managementand 24 October 2010 1,700,000 = = 375,000 1,325,000 20.00 Note'
other employees —E-%% i
(in aggregate] +A=tmA
ERERER
EftEE(A L)
Total 2,650,000 - - 375,000 2,275,000
Az

=]

CHINA HUARONG ENERGY COMPANY LIMITED
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Note:

1 Each of the grantees to whom the options have been granted under the
Pre-IPO Share Option Scheme is entitled to exercise:

(i) up to 20% of the shares that are subject to the options granted to
the relevant grantee (rounded down to the nearest whole number of
shares] at any time during the period commencing on 19 November
2010 (the "Listing Date”) and ending on the first anniversary of the
Listing Date;

(i) up to 40% of the shares that are subject to the options granted to
the relevant grantee less the number of shares in respect of which
the options have been exercised by the grantee (rounded down to
the nearest whole number of shares) at any time during the period
commencing on the expiry of the first anniversary of the Listing Date
and ending on the second anniversary of the Listing Date;

(i) up to 60% of the shares that are subject to the options granted to
the relevant grantee less the number of shares in respect of which
the options have been exercised by the grantee (rounded down to
the nearest whole number of shares) at any time during the period
commencing on the expiry of the second anniversary of the Listing
Date and ending on the third anniversary of the Listing Date;

liv] up to 80% of the shares that are subject to the options granted to
the relevant grantee less the number of shares in respect of which
the options have been exercised by the grantee (rounded down to
the nearest whole number of shares] at any time during the period
commencing on the expiry of the third anniversary of the Listing
Date and ending on the fourth anniversary of the Listing Date; and

(v) such number of shares subject to the options granted to the relevant
grantee less the number of shares in respect of which the options
have been exercised by the grantee (rounded down to the nearest
whole number of shares] at any time during the period commencing
on the expiry of the fourth anniversary of the Listing Date and ending
on 26 October 2020.

Share Option Scheme

On 24 October 2010, the Company also conditionally approved
and adopted a share option scheme for the purpose of
enabling the Group to grant options to selected participants as
incentives or rewards for their contribution to the Group. As
at 30 June 2020, the total number of Shares in respect of the
outstanding options granted under the Share Option Scheme
was 24,761,000 Shares, representing approximately 0.52% of
the total existing issued share capital of the Company. During
the Period, no share options had been granted under the Share
Option Scheme.

The following table discloses details of the Company’s
outstanding share options held by the Directors and certain
employees of the Company under the Share Option Scheme
and their movements during the Period

DISCLOSURE OF INTERESTS

BRE -

BEKE

1 RIE B IR AR E BB U At BB R R R A Bk
AR
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(ii)

(iii)

(iv)

(v]
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- BEEAR RIS AR M AT S L R AR o

TEREBEARREERETREFAART
BRI SIE T ARITEBERENFBARAN
HAFRI 0 B E)

INTERIM REPORT 2020
FRHRER 2020

25

-



DISCLOSURE OF INTERESTS

RS E
Number of share options
BREHA
As at As at Exercise
1 January 30 June price Exercisable
Name of grantee Date of grant 2020  Exercised  Cancelled Lapsed 2020 (HKD) period
" i
It it 32 —B0%fF %@
RERALR BHiAH -A-H B i %% A~A=1H () TS
Mr. Chen Qiang 30 April 2012 14,000,000 - - - 14,000,000 9.70 Note'
FRegstH —2C fitst'
MA=1A
Mr. Hong Liang 30 April 2012 2,800,000 - - - 2,800,000 9.70 Note'
HREE —2C fitat'
mA=+H
Ms. Zhu Wen Hua 30 April 2012 900,000 - - - 900,000 9.70 Note'
Rxfeat —E——fF i
mA=+H
Senior management and 30 April 2012 8,272,000 - - 1,211,000 7,061,000 9.70 Note'
other employees = i
(in aggregate) MA=+A
EREEER
AR (A H)
Total 25,972,000 - - 1,211,000 24,761,000
At

Note: Mk -

1 No share options are exercisable prior to the first anniversary of 30 April 1 MEEREATR-_T——FHUA=+AH(REA
2012 ("Date of Grant’]. On each of the first, second, third, fourth and fifth H ) —BERERATE - REH A —AF - ME
anniversaries of the Date of Grant, a further 20% of the share options F - Z@F MBFRABF D RIATITE RS HE
granted to each grantee may be exercised, provided that no share options NE— B 2 20% AR - BRI R =
shall be exercised after 30 April 2022. T ZFMNA=1+HEITE -
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
AR S P IR IR 2R

As at 30 June 2020 R=ZE-_FFEA=1H

As at As at
30 June 31 December
2020 2019

R-ZEZZEF RKRIZE—HF
~AA=tH +=ZR=+—H

Note RMB’000 RMB'000
Fi&E ARETR AREFIT
(Unaudited) (Audited)
(RBER) (12%)
ASSETS &E
Non-current assets ERBEE
Property, plant and equipment ME - BEREE 7 591,593 598,369
Intangible assets EBREE 8 1,040,458 1,686,779
1,632,051 2,285,148
Current assets REEE
Inventories "E 1,011 1,717
Trade receivables JRE UG BR 3R 9(a) 416 2,777
Other receivables, prepayments and Hibedsrag - BRI ERIE K
deposits e 9(b) 22,194 16,491
Cash and cash equivalents Be MR EEY 7,247 42,851
30,868 63,836
Total assets WEE 1,662,919 2,348,984
DEFICIT &4
Capital and reserves attributable to EATEEREARGERR
the Company’s equity holders e
Ordinary shares LmA 10 2,021,534 2,021,534
Convertible preference shares AJEE R AR 10 3,100,000 3,100,000
Share premium 1 s (B 10 8,374,605 8,374,605
Other reserves Hib S 235,472 211,147
Accumulated losses 25TEE (21,788,851) (22,253,809)
(8,057,240) (8,546,523)
Non-controlling interests R E S (27,710) (16,982)
Total deficit 48 5 4 (8,084,950) (8,563,505)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
BRARE PIM BRI R

As at 30 June 2020 R —ZF XA =1H

As at As at
30 June 31 December
2020 2019

R=B=%BF RZFNF
AA=tA tZA=1+-R

Note RMB’000 RMB'000
B E ARETR AREFIT
(Unaudited) (Audited)
(RBER) (12%)
LIABILITIES &\
Non-current liabilities *REEE
Borrowings EEN 13 794,213 937,125
794,213 937,125
Current liabilities wEAE
Trade and other payables JE T BR SR R E At FE A5 R0 12 895,021 772,802
Borrowings fER 13 2,858,137 2,657,418
Financial guarantee contracts IS EREH 14,15 5,200,498 6,545,144
8,953,656 9,975,364
Total liabilities HmeE 9,747,869 10,912,489
Total deficit and liabilities BEMAREE 1,662,919 2,348,984

The above condensed consolidated statement of financial LA _Ff§BR4RE BT AR L 3% FE ER B B B s — 3
position should be read in conjunction with the accompanying 23 - £36B 2 F£85E MM ANEHELES
notes. The notes on pages 36 to 85 are an integral part of this  FREREAFEERIEYBKE S ©

condensed consolidated interim financial information.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
BRGEEFHEERER

For the six months ended 30 June 2020 B2 —ZE T F,xA=1+HIL/~NEAAB

Unaudited for the six
months ended 30 June

BEANA=TRILAEAR

RIEEZ
2020 2019
—E-FF —T-NF
Note RMB’000 RMB'000

P aE AR®TR ARETT

Continuing operations BFESEER
Revenue g

- Revenue from sales of crude oil —RBRHHEE KR 6 14,258 27,829
Cost of sales SHEKA

- Cost of crude oil sold —BERMAKA 16 (10,438) (17,371)
Gross profit EFE 3,820 10,458
Selling and marketing expenses HE RMISHERY 16 (2) (1,274)
General and administrative expenses —RRITHEY 16 (22,975) (23,852)
Provision for impairment of property, — ¥1% - R R R ERERE

plant and equipment 7 (13,782) -
Provision for impairment of intangible & & ERERERE

assets 8 (670,000) =
Other income HA 17 108 299
Other [losses)/gains - net Hith(B518)/ Was— 558 18 (6,167) 4,151
Operating loss KL (708,998) (10,218)
Finance income &I A 19 - 3,841
Finance costs BMEKAE 19 (176,461) (158,534)
Finance costs - net BEKAR—FHE 19 (176,461) (154,693)
Loss before income tax WP A& 18 (885,459) (164,911
Income tax expense FiiEBiRx 20 (4,650) -
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
AR S PR R E SR

For the six months ended 30 June 2020 iZ —E_FF NA=1THIENEA

Unaudited for the six
months ended 30 June

BEANA=TRILAEAR

RIEEZ
2020 2019
—E-FF —T-NF
Note RMB’000 RMB'000

P aE AR®TR ARETT

Loss for the period from continuing REFEL S EBRBAREER

operations (890,109) (164,911)
Discontinued operations BRIEE
Loss for the period from discontinued R E BRI BRI R EE

operations 15 - (443,074)
Net gain on the disposal of discontinued H&EBE R FEHH M F5E

operations 15 - 916,012
Profit for the period arising from RE BRI H ) B A

discontinued operations - 472,938
Change in provision for financial HBRERANNERE

guarantee contracts 14 1,344,646 (219,390)
Profit for the period HARE A 454,537 88,637
Attributable to: FER

Equity holders of the Company RRARERFAA 464,958 88,459

Non-controlling interests FEPERR R (10,421) 178

454,537 88,637

Profit/(loss) attributable to the AARERFA AEIERE

equity holders of the Company (BREER :

arise from:

- Continuing operations — B EER 464,958 (165,089

- Discontinued operations —BRIEER - 253,548

464,958 88,459

CHINA HUARONG ENERGY COMPANY LIMITED
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
AR S PR R E SR

For the six months ended 30 June 2020 B Z T FNA=1THIt/NEH

Unaudited for the six
months ended 30 June

BEANA=TRILAEAR

RIEEZ
2020 2019
s —T-NF
Note RMB’000 RMB'000

P aE AR®TR ARETT

Other comprehensive income/(loss) HEE M2 EYE,/(BE):

for the period:

Items that may be reclassified to AENHEEERCIBE
profit or loss
- Fair value gain on a financial —RAREF AR EE S
asset at fair value through MERMEENLAERS
other comprehensive income - 2,616
Other comprehensive income RECRLEENEMEE
arising from discontinued O
operations - 2,616

Items that may be reclassified to At EFHEEER CIHE

profit or loss

- Exchange difference on —BRERINEEEED
translation of foreign bE HZEE
operations 24,018 (3,375)

Other comprehensive income/(loss) BB & B E fh 2 E Mz (8
for the period, net of tax 8) 24,018 (759)

Total comprehensive income for the HIRZEWNEERE

period 478,555 87878

Attributable to: BER
Equity holders of the Company ARRESFAA 489,283 89,050
Non-controlling interests IR S (10,728) (1,172
478,555 87,878
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
AR S PR R E SR

For the six months ended 30 June 2020 iZ —E_FF NA=1THIENEA

Unaudited for the six
months ended 30 June

BEANA=TRILAEAR

RIEEZ
2020 2019
s —T-NF
Note RMB’000 RMB'000

P aE AR®TR ARETT

Total comprehensive income/(loss) AR AE=RFHAARERRZE
for the period attributable to the Wzt (BB BREEER

equity holders of the Company

arise from:

- Continuing operations — B EER 489,283 (164,498)

- Discontinued operations —BRIEER - 253,548

489,283 89,050

Earnings/(loss) per share for ARAERFEE ARNEEER

attributable to the equity holders ME/ (B8 ASBRARET

of the Company during the period &)

(expressed in RMB per share]
Basic HAR

- Continuing operations —REREEK 21 0.04 (0.01)

- Discontinued operation —BRILE 21 - 0.02
Total - Included Discontinued BE-ERDRIEEEE

operation 0.04 0.01
Diluted ]

- Continuing operations — B EER 21 0.04 0.0

- Discontinued operation —ERIEEH 21 N/ATER N/AT 3

The above condensed consolidated statement of comprehensive A _FRGERAR S & YN 25 35 JE EBARE M B 5= — fof
income should be read in conjunction with the accompanying 28] - £346BH & F£85H KM i AARGRHLES
notes. The notes on pages 36 to 85 are an integral part of this  FRERBFFSERIAAB D °

condensed consolidated interim financial information.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

EGE P HEREE R

For the six months ended 30 June 2020 B Z T FNA=1THIt/NEA

Attributable to equity holders of the Company

KAREEREARS
Convertible Non-
Ordinary ~ preference Share Other  Accumulated controlling
shares shares  premium  reserves losses Total interest ~ Total deficit
LBk TEREER  RMRE  HERE  ZHER af FikiEs fEY
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
M ARETn ARETRn ARMTn ARMTR ARMTR ARMTR ARMTR ARETR
Balance at 1 January 2020 R-R-%E-B-BiER Q00183 3100000 BALE05 21047 (22838091  (@5A6528) (1682l (8,563,508
Profit for the period ended 0 Jne ~ HE=F-FEAA=TAL
2000 BR0HE - - 44,958 464,958 (10,421) 454537
Other comprehensive incomelloss] ~ EA2HHE/ (58)
Fair value loss on a financial asset ~ RAAEE AL H2EREH
at fair value through other SHEARNDLERR
compreensive income - - -
Exchange difference on translation of - ASNEBEEMER ZE
foreign operations - 2,325 - 2,325 307) 2,018
Total comprehensive income/lloss] ~ EZ-E-EEAAZTAL
for the six months ended 30 June  ~EARELE/ (BE)4E
2020 - %32 44,958 489,283 (10,726 478,555
Transactions with equity holdersin ~ E5BERAZBREAAN
their capacity as owners 25
Issuance of shares upon conversion of - REBTIREHMETRA
convertible bonds - - -
Share-based payment WRR AR I - - -
Release of non-contralling nterest Bk 3ERER - - -
Release of reserve upon disposal R ERER G - - -
Total transactions with owners i~ EEBREAZBRERAN
their capacity as owners 2548 - - -
Balance at 30 June 2020 REZEERAZTANER 202153 3,100,000 8,374,605 5472 (21788,851)  (8,057,240) (27,1100 (8,084,950)
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Fh H 3R % 2020



34

INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

fEIER4R & P HARE

\/g—;—é@‘]%

For the six months ended 30 June 2020 iZ —E_FF NA=1THIENEA

Attributable to equity holders of the Company
ROFRRHE AR

Convertible Non-
Ordinary ~ preference Share Other  Accumulated controlling
shares shares  premium  TEServes losses Total inferest  Total deficit
Lok WEARRR  RRARE  EMEE  ZiEE of  RER gAY
RMBODD  RMBOOO  RMBOOO  RMBOOD  RMBOOD  RMBOOO  RMBOOO  RMBUO00
ARET  ARETT  ARETR  ARETn  ARETr  ARETR  ARETn  ARETR
Balance at 1 January 2019 R-F-1E-R-RNER IIST00 3100000 B3BI 3T (N4 BOMSL)  09S (630126
Loss for the period ended 30 June ~~ HE-F-NERA=TAL
01 HRNER B4 884 m 8
Other comprehensive incomelloss] ~ EA2HHE/ (58)
Fair value loss on a financial asset AR BT A2 ANER
at fair value through other SHEENLEER
comprehensive income 2816 - 2816 2816
Fxchange difference on translationof MRS ERLNEH 28
foreign operations 2029 = (2,029 (1,350 3379
Total comprehensive loss for the six  BZ=F-AERA=TAL
months ended 30 June 2019 ~ER2EFREE 51 88,459 89,050 (1172 87878
Transactions with equity holdersin ~ B5BEEAZEREAAN
their capacity as owners 25
Issuance of shares upon conversion of - RERTMRERTEIRA
convertible bonds 284 484 - 1133 3317 337
Release of non-controling interest RS AR e BT
Release of other reserves Bt BEBT 356717
Total transactions with ownersin -~ EEARAAZBRERAN
their capacity as owners 2548 284484 - BB BEBNN 35BN 3377 568,679 902,3%
Balance at 30 June 2019 HoB-NERR=TRNER 200153 3100000 837460 169546 (222834400 (817758 200 (8439832

The above condensed consolidated statement of change in
equity should be read in conjunction with the accompanying

notes. The notes on pages 36 to 85 are an integral part of this

A L RERsR G e B
A S E R AR R D ©

condensed consolidated interim financial information.
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INTERIM CONDENSED CONSOLIDATED
CASH FLOW STATEMENT
FEGEPHRERER

For the six months ended 30 June 2020 B2 —ZE T F,xA=1+HIL/~NEAAB

Unaudited
For the six months ended 30 June
RBEX
BEAA=THILEAR
2020 2019
—RCRF —TNF
RMB’000 RMB’000
ARBET T ARBTFT
Net cash used in operating activities RERBMAR & FE (9,658) (15,977)
Net cash used in investing activities REEBAMAREFEE (5,627) (56,513)
Net cash (used in)/generated from REEB(FTA)/ FiSRLFHE
financing activities (20,319) 57,961
Net decrease in cash and RekReZEBWHFE
cash equivalents (35,604) (14,529
Exchange gain on cash and HeLReEBEME L R
cash equivalents - 10
Cash and cash equivalents HYHReRRLEED
at beginning of the period 42,851 23,236
Cash and cash equivalents HERe MRS EEY
at end of the period 7,247 8,717

The above condensed consolidated cashflow statement should LA FR§RA4R A IR R =R FE RS KT MY T — 6F
be read in conjunction with the accompanying notes. The 23] - £36B 2 F85EMNM T ANEHELES
notes on pages 36 to 85 are an integral part of this condensed A HIEA S ERIA4BKEB S ©

consolidated interim financial information.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM

Fl

NANCIAL INFORMATION

RIRAAR S AP A A S B B T

General information

China Huarong Energy Company Limited (the “Company”)
was incorporated in the Cayman Islands on 3 February
2010 as an exempted company with limited liability under
the Companies Law of the Cayman Islands. Its registered
address is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands.

The Company is an investment holding company. The
Company and its subsidiaries (together, the “Group”)
are principally engaged in the energy exploration and

production.

This condensed consolidated interim financial information
is presented in thousands of units of Renminbi ("RMB’000"),
unless otherwise stated. This condensed consolidated
interim financial information was approved for issue by
the board of directors of the Company on 28 August 2020.

This condensed consolidated interim financial information

has not been audited.

Principal accounting policies

This condensed consolidated interim financial information
for the six months ended 30 June 2020 has been prepared
in accordance with International Accounting Standards
("IAS”) 34 “Interim Financial Reporting”. The condensed
consolidated interim financial information should be read
in conjunction with the annual financial statements for
the year ended 31 December 2019, which was prepared
in accordance with International Financial Reporting
Standards ("IFRS").

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

2 Principal accounting policies wcontiniess 2 FEEFER @
2.1 Basis of preparation 2.1 fRAEEAE

The Group recorded a net profit of
RMB454,537,000 (2019: net profit of
RMB88,637,000) and had an operating cash
outflow of RMB9,658,000 (2019: outflow of
RMB15,977,000) during the period ended 30
June 2020. As at 30 June 2020, the Group had
a deficit of RMB8,084,950,000 (31 December
2019: RMB8,563,505,000) and the Group's
current liabilities exceeded its current assets
by RMB8,922,788,000 (December 2019:
RMB9,911,528,000). The Group maintained
cash and cash equivalents of RMB7,247,000 (31
December 2019: RMB42,851,000) as at 30 June
2020.

On 9 October 2018, the Company entered into a
conditional sale and purchase agreement with
Unique Orient Limited (the "Purchaser”], an
independent third party, to dispose of the core
assets and liabilities of the Shipbuilding and
Engineering Businesses (the "Disposal Group”)
at a consideration of HKD1 (the “Transaction”).
There are certain conditions precedent pursuant
to the Transaction, which included, but not
limited to, the successful issuance of certain
Convertible Preference Shares ["CPS”) to certain
bank creditors of the subsidiaries of the Disposal
Group, and the release or discharge of the
relevant guarantees provided by the Company in
respect of the debts of the Disposal Group [the
“Relevant Guarantees’). The conditional sale
and purchase agreement and the issuance of
CPS were approved by the shareholders of the
Company and CPS were issued in December
2018.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

2 Principal accounting policies (continiess 2 FEEETBER @

2.1 Basis of preparation (Continued) 2.1 fRFEEE (@)
On 3 March 2019, supplemental agreements N-_E—HhE=A=8 M8
were signed with the Purchaser, such that (1) BEEIR TGS B
the transfer of sale shares of Able Diligent (14 & & E 2 pg 2 FAble
Limited, the holding company of the Disposal Diligent Limitedfd] B 75 #&
Group, to the Purchaser shall take place on EAERRN R - E— &
or before 31 August 2019; (2] the Purchaser NASH—BHZ BT
agreed to procure the release or discharge of (218 77 B 2R 58 &k R5

the Relevant Guarantees; and (3) the Purchaser

HEER : ROBEFRE L
ARRARXEAREERND
AIURMDER - RZZT—A
F=A+HB KXEEEAble
Diligent Limited®) %8 & A& 13
BETER -

agreed to execute a share charge over the sale
share in favour of the Company. On 10 March
2019, the Group transferred the sale shares of
Able Diligent Limited to the Purchaser.

Following the completion of the transfer of RGN E NG R 1R 0 ARE
sale shares, the Group has derecognised the BR TEIAXEEENE
Disposal Group's assets and liabilities which ERABE ZZEEERSE
were classified as “Assets classified as held for EoEA P EARKELE
sale” and “Liabilities directly associated with HMEE I RIEDE A
assets classified held for sale”, and recognised a HEMEAEEENREYN A
disposal gain of RMB916,012,000. On 30 October (] AR E AR

2019, a supplemental agreement was signed 916,012,000« R=F — A,

F+A=1+H  BEFEFEF
HrRHE BEAUNARAA
X AT & IR 5T M B9 IR
MERBE FTIRENEER

with the Purchaser, such that the share charge
over the sale shares in favour of the Company
executed by the Purchaser was replaced by a
deed of indemnity provided by the Purchaser.

BRE -

As at 30 June 2020, financial guarantees R-ZE-_ZTFENA=+H"
provided by the Company to the banks and RATAEETEEHEEER
lenders of the Disposal Group, inclusive B ARENBEIER(AS
of principals and interest, amounted to EASRFBE)ZEARK
RMB5,200,498,000. The Group has considered 5.200,498,0007F - AN &£ H &
and recognised the corresponding impact of EEWNR -_BE-_BENA=
such financial guarantee contracts as at 30 June +8 ﬁEu«u,ﬁka%f%/m\?ﬁﬂlﬁﬁ
2020. i = 2

38 CHINA HUARONG ENERGY COMPANY LIMITED
TEEREFRRDERA



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)

As at 30 June 2020 borrowings of the Group,
amounted to RMB3,652,350,000, out of which
RMB2,371,525,000 were overdue, while borrowing
of the Group amounting to RMB8,618,000
contained cross-default terms as at 30 June
2020 and became immediately repayable.
Total overdue interest payables of the Group
amounted to RMB422,851,000. These borrowings
are further explained below

()] The Group had promissory notes with
an aggregate principal amount of
RMB2,140,089,000 outstanding as at 30
June 2020, out of which approximately
RMB826,216,000, RMB788,678,000 and
RMB415,791,000 had been overdue since
2017, 2018, and 2019 respectively. The
remaining outstanding promissory notes
Group amounting to RMB8,618,000 became
immediately repayable pursuant to the
cross-default terms under relevant loan

agreements; and

(i) The Group had bank borrowing of
RMB340,840,000, which was overdue in
accordance with the repayment date of the

agreement as at 30 June 2020.

The above conditions indicate the existence
of material uncertainties, which may cast
significant doubt upon the Group” s ability to

continue as a going concern.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

2 Principal accounting policies (continiess 2 FEEETBER @
2.1 Basis of preparation (Continued) 2.1 fRFEEE (@)

In view of such circumstances, the directors of
the Company have, during the period and up to
the date of the approval of these consolidated
financial statements, taken the following
measures to mitigate the liquidity pressure and
to improve the financial position of the Group,
to refinance its operation and to restructure its
debts:

i)  The Group has been actively negotiating
with the relevant banks and lenders of the
Disposal Group to release or discharge
the Relevant Guarantees. During the
period ended 30 June 2020, guarantees of
RMB1,468,774,000 were discharged while
RMB5,200,498,000 are expected to be

released in year 2020.

i) The Group is also maintaining its
relationship with the banks and the lenders
of the Disposal Group so that no action will
be taken by them to demand immediate
repayment of its outstanding borrowings
under the Relevant Guarantees.

iii)  The Group has also been actively negotiating
with the banks and lenders regarding the
borrowing of RMB2,380,143,000 to take the
following actions:
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RROBRDA

ERNLABR ARREF
RBARBEREZTHEE
B HR BB RERATHE
M AREREBIEE S - I
HEASERBAMR - B
HELSBETHBREREM
&%

) AEE-EHBEGREHA
RITREEEBNER
ABERE - KRB KRR
HEAER HEZZTZ
TFEFNA=Z+THIEE
M EMBRERARE
1,468,774,0007C + 78 &f
RZZEZTFHBRER
AFRHES 200,498,0007T °

i) AKE TS HEERTT
EHEKBENERADN
R ARRRELS
RETEZRAREER
HEERETHWRER

a3

i) ANEEITT—BEEEE
A R #2380,143,000
JC B8R 1T R & KA B
7 LABRERLA T8



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)

i) (Continued)

al

b)

During the period ended 30 June 2020,
promissory notes with aggregate
principle amount of RMB100,786,000
were successfully extended to maturity
date in May 2022. As at 30 June 2020,
the outstanding promissory notes
amounting to RMB2,030,685,000 were
not extended nor repaid upon the
schedule repayment dates and thus
became overdue, and RMB8,618,000
became immediately repayable
pursuant to the cross-default terms
under the relevant loan agreements.
The Company is in the process of
negotiating with these promissory note
holders for further arrangements,
including the extension of maturity
dates and obtaining waiver from the
lender for the due payment pursuant to

the relevant cross-default terms.

As at 30 June 2020, the Group had
bank borrowing of RMB340,840,000
which was overdue. The Group is in the
process of negotiating with the relevant
bank for extension of repayment and
renewal of such borrowing.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

2 Principal accounting policies wcontiniess 2 FEEFTER @
2.1 Basis of preparation (Continued) 2.1 fRFEEE (@)

iv] As at 30 June 2020, the Group has drawn v RZE_TFRA=T

down USD105,402,000 (equivalent to
approximately RMB744,721,000) in total
from the loan agreement, provided by
entity controlled by Mr. Zhang Zhi Rong,
who agreed to provide a loan facility up to
USD250,000,000 (equivalent to approximately
RMB1,766,375,000] to the Group for the
funding of the oilfield operations of the
energy exploration and production segment.

The Group has focused on its operations
in development of the energy exploration
and production segment. During the period,
a number of wells were developed in the
Republic of Kyrgyzstan ("Kyrgyzstan’] and
management expects to realise an increase
of oil output through further development
and expansion of this segment, thereby

generating steady operating cash flows.

As at 30 June 2020, the Group has drawn
down RMB9,100,000 in total from the loan
agreement, provided by entity controlled by
Mr. Zhang Zhi Rong, who agreed to provide
a loan facility up to RMB40,000,000 to the
Group for the funding in respect of the

energy exploration and production segment.

CHINA HUARONG ENERGY COMPANY LIMITED

H  AEBERERRE
%%E%ﬂmfﬁa
EXipzDRIme R
105,402,000% Ju( 48 &
R4 AR 744,721,000
T) ZEBEBREIMR
K%lﬁuﬂTyK
250,000,000% T (AHE R
4 A R #1,766,375,000
TLNERRE - BERSE
B 88 TR B IR M A E ik R
THYHEELREES -

AEEFFTHRERD
%&EEW%°%W'
EEREHHAMBE(SE
BEH DERZEHO
A mMERERGE
B — HERRIBRZ
XBIRRKAHEER
Tt feim i RRBE L

TR A S
=B o

B/‘\_?—;f'z/\ﬂ +

C AEEREREKE
bf‘ai% Gl ORI VA
ERpECIRIRARE
42 3£9,100,0007C © % B
BREMNASEEREHRD
% AR #40,000,00070
WENRE  ARA&E
Z BBV R AR E R R
RHES -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)

v]  (Continued)
In addition, the Group also entered into a
Co-operative Framework Agreement during
the year ended 31 December 2018 with
an independent third party who agreed to
provide materials for the exploration and
production of crude oil with an aggregate
amount up to USD500,000,000, in exchange
for an option to purchase up to 70% of the
total crude oil produced by the Group at
92% to 95% of the market price as a form of
repayment until all the liabilities are repaid.
Such facility has not been utilised up to 30
June 2020.

The directors have reviewed the Group's cash
flow projections prepared by management that
covered a period of not less than twelve months
from 30 June 2020. They are of the opinion that,
taking into account the above-mentioned plans
and measures, the Group will 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 statement of financial position.
Accordingly, the directors are satisfied that it is
appropriate to prepare the consolidated financial
statements on a going concern basis.

Notwithstanding the above, significant
uncertainties exist as to whether management
of the Company will be able to achieve its plans
and measures as described above. Whether
the Group will be able to continue as a going
concern would depend upon the Group” s ability
to generate adequate financing and operating
cash flows through the successful fulfillment of

the following plans:
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

2 Principal accounting policies (continiess 2 FEEETBER @

2.1 Basis of preparation (Continued) 2.1 fRFEEE (@)

i) obtaining the agreement from the banks il MERITRERARGR
and lenders to release or discharge the B RBRAEBR AR T
Relevant Guarantees for the borrowings MEESBE A RER
owed by the Disposal Group; TEH EVAERAELR ¢

i) convincing the banks and lenders not to i) FARIRIT RERARE
demand for repayment of the outstanding B R R BR ST AR B
loans of the Disposal Group before the RERLESENKRE
completion of the release of the Relevant BER
Guarantees;

iii) negotiating with promissory note holders of i) EREERXERARK

outstanding principals of RMB2,039,303,000,
together with accrued interests thereon for

further arrangement including the extension

2,039,303,0007T (& [ &
FEET R B ) B & 3 E i i
EANER UEE—%

of the maturity dates; ZHE - BIETEREER
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)

iv)

v)

vi)

vii)

negotiating with the relevant bank for the
renewal or extension for repayments for the
bank borrowing of RMB340,840,000 that was
overdue as at 30 June 2020;

obtaining waivers from the relevant
promissory note holders for the due
payment in relation to those notes that
have cross-default terms and extend the

repayment dates when they fall due;

implementing a business plan for its energy
exploration and production segment to

generate cash inflows; and

obtaining additional sources of financing
other than those mentioned above, including
those to finance the energy exploration and
production segments, and the successful
drawdown of the various facilities made
available to the Group by entitles controlled
by Mr. Zhang Zhi Rong and a close family
member of Mr. Zhang Zhi Rong, as
described in management’ s plan above, as

and when needed.

Should the Group fail to achieve the above-

mentioned plans and measures, it might not be

able to continue to operate as a going concern,

and adjustments would have to be made to

write down the carrying value of the Group’ s

assets to their recoverable amounts, to provide

for any further liabilities which might arise,

and to reclassify non-current assets and non-

current liabilities as current assets and current

liabilities. The effect of these adjustments has

not been reflected in these consolidated financial

statements.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

2

3

Principal accounting policies continued)
2.1 Basis of preparation (Continued)

The interim condensed consolidated financial
statements of the Company have been prepared
in accordance with IFRSs. The interim condensed
consolidated financial statements have been
prepared under the historical cost convention,
except as modified by the accounting policies

stated below.

The preparation of the interim condensed
consolidated financial statements in conformity
with IFRSs requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgment in the
process of applying the Group's accounting

policies.

Accounting policies

The accounting policies adopted are consistent with those
of the previous financial year and corresponding interim

reporting period, except for the estimation of income tax.

Estimates

The preparation of condensed consolidated interim
financial information requires management to make
judgements, estimates and assumptions that affect
the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses.

Actual results may differ from these estimates.

In preparing this condensed consolidated interim
financial information, the significant judgements made by
management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the
same as those that applied to the consolidated financial
statements for the year ended 31 December 2019.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

5 Financial risk management
5.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange
rate risk and interest rate risk], credit risk and
liquidity risk. The Group's overall risk management
programme focuses on the unpredictability of
financial markets and seeks to minimise potential

adverse effects on the Group’s financial performance.

The condensed consolidated interim financial
information does not include all financial risk
management information and required disclosures,
and should be read in conjunction with the Group’s
consolidated financial statements for the year ended
31 December 2019.

There have been no changes in the risk management
department since year end or in any risk management

policies since the year end.

5.2 Liquidity risk

During the six months ended 30 June 2020, the Group
had recorded a net profit of RMB454,537,000 and had
a net operating cash outflow of RMB9,658,000.

As at 30 June 2020, the Group total deficit
amounted to RMB8,084,950,000 and the Group's
current liabilities exceeded its current assets
by RMB8,922,788,000. As at the same date, the
Group’'s total current borrowings amounted to
RMB2,858,137,000 were either overdue or would be
due for repayment within 12 months in accordance
with the repayment dates of the respective
agreements. The Group only maintained cash and
cash equivalents of RMB7,247,000.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

5 Financial risk management continiess 5 BTGB PR E IR )

5.2 Liquidity risk (Continued) 5.2 i Ep B ()
As at 30 June 2020, the Group borrowings amounted RZEZTFA=1TH  A5H
to RMB3,652,350,000, out of which RMB2,371,525,000 B fE FRE AR #63,652,350,0007T -
were overdue, while borrowings of the Group H i AR %2371,525,0007T 2 %8
amounting to RMB8,618,000 contained cross-default B mMRZZE=ZTFA=1H8 "
terms as at 30 June 2020 and became immediately RAREERARES618,0007T
repayable. Total overdue interest payables amounted ERE SR XGELMRR - AZAD
to RMB422,851,000. These borrowings are further Bi& - mAIENT SRS AR
explained below: 422,851,0007C - ZEFEBHR T X
#E—pEra
i) As at 30 June 2020, the Group has | RZZE_ZFEFA=+H
outstanding promissory notes amounting to rEEEREERASRRE
RMB2,140,089,000, out of which approximately & A R ®2140,089,0007T
RMB826,216,000, RMB788,678,000 and MAN R - HRABHA
RMB415,791,000 had been overdue since 2017, R #826,216,000T * AR
2018 and 2019 respectively. The remaining #788,678,0007T & A R ¥
outstanding promissory notes amounting to 415,791,000 H Al B = F
RMB8,618,000 became immediately repayable —tF ZE-NFRZF
pursuant to the cross-default terms under —NEFREEH - AT RE
relevant loan agreements. The Company is in BARZBEER/RARK
the process of negotiating with these promissory 8,618,000 T iR & 48 B8 & &
note holders for further arrangements, including R TE T B9 52 XOE K R KL
the extension of maturity dates and obtaining BB E o AN A] IE 8157 F
waiver from the lender for the due payment HREBEFA AEREAEE—
pursuant to the relevant cross-default terms. Hd BELCRIHA -

AR 45 48 BB 32 B A9 R Bt
BN EERARRFR

i) The Group had bank borrowing of i) AEERERITERARK
RMB340,840,000, which was overdue in 340,840,000 - HR =T =
accordance with the repayment date of the ZERNA=ZTHREBZER
agreement as at 30 June 2020. BREHEKEE -

The above conditions indicate the existence of PR TR EEERTREE M

material uncertainties which may cast significant AR RN R EL S NE

doubt about the Group's ability to continue as a going HEEBAEEE

concern.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

5 Financial risk management (continued)
5.2 Liquidity risk (Continued)

In view of such circumstances, the directors of the

Company have, during the period and up to the date

of the approval of these condensed consolidated

financial statements, taken the following measures

to mitigate the liquidity pressure and to improve

the financial position of the Group, to refinance its

operation and to restructure its debts:

i)

The Group has been actively negotiating with
the relevant banks and lenders of the Disposal
Group to release or discharge the Relevant
Guarantees. During the period ended 30 June
2020, guarantees of RMB1,468,774,000 were
discharged while RMB5,200,498,000 are expected
to be released in year 2020.

The Group is also maintaining its relationship
with the banks and the lenders of the Disposal
Group so that no action will be taken by them to
demand immediate repayment of its outstanding

borrowings under the Relevant Guarantees.

R EEm®

5.2

BN B )
B LR AATESRER

REBEEZFERES M@K
HEIEERIATHE I - ORI ED
VB S) - WK EAREBEIBARR -
RHELELETHRENEERE
7% -

) AEE-EEGEEERITR
PEEBABERAER - U&
FRokERBRABRAIELR - L2
—TEFEXA=THILEE B
FEBRYEIR AR #E1,468,774,000
TT R T —EFERGE
RARH5,200,498,0007T °

i) ARET S HEERT R
EREMERANBE U
BRRETSERMITHER
BN EEABERETHR

EEBR
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INTERIM FINANCIAL INFORMATION
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5 Financial risk management (continued)
5.2 Liquidity risk (Continued)

i)  The Group has also been actively negotiating
with the banks and lenders regarding the
borrowings of RMB2,380,143,000 to take the
following actions:

(a) During the period ended 30 June 2020,
promissory notes with aggregate
principle amount of RMB100,786,000
were successfully extended to maturity
date in May 2022. As at 30 June 2020, the
outstanding promissory notes amounting
to RMB2,030,685,000 were not extended
nor repaid upon the schedule repayment
dates and thus became overdue, and
RMB8,618,000 became immediately
repayable pursuant to the cross-default
terms under the relevant loan agreements.
The Company is in the process of
negotiating with these promissory note
holders for further arrangements, including
the extension of maturity dates and
obtaining waiver from the lender for the due
payment pursuant to the relevant cross-

default terms.

(b) As at 30 June 2020, the Group had bank
borrowing of RMB340,840,000 which were
overdue. The Group is in the process of
negotiating with the relevant bank for
extension of repayment and renewal of such

borrowing.
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5.2

iii)

(a)

(b)

HE-_Z-_FTF A=
+HIEHE A& R%E
A A R 100,786,000
TTREEBRE 2 EEH
HEKNERE—_Z =
—FRA -RZE=ZZT
FARNA=+H KEE
EAEBESBAARME
2,030,685,0007T I & 7
FTEIB B BT
BE ALEEH - m
A E #8,618,0007T &
BIEEBEERIBRET
B 22 X B AR BN E
o APQAIEHEZER
HERFEE AERE
HE—SRH BELER
FIHAA - WREBEABAR
X3 #E Rk B B 1 5%
MfERAERER R

RZZE_ZFFA=+
H  NEBFHRITE
A R #340,840,0007T
B B o ZN 5 [E IF 8141
%8 8R 77 1% 75 L AR B 1 3K
FUERER KB -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

5 Financial risk management (continued)
5.2 Liquidity risk (Continued)

iv)

v)

As at 30 June 2020, the Group has drawn down
USD105,402,000 (equivalent to approximately
RMB744,721,000) in total from the loan
agreement, provided by an entity controlled by
Mr. Zhang Zhi Rong, who agreed to provide a
loan facility up to USD250,000,000 (equivalent to
approximately RMB1,766,375,000) to the Group
for the funding of the oilfield operations of the

energy exploration and production segment.

The Group has focused on its operations in
development of the energy exploration and
production segment. During the Period, a
number of wells were developed in Kyrgyzstan
and management expects to realise an increase
of oil output through further development and
expansion of this segment, thereby generating

steady operating cash flows.

As at 30 June 2020, the Group has drawn down
RMB9,100,000 in total from the loan agreement,
provided by entity controlled by Mr. Zhang Zhi
Rong, who agreed to provide a loan facility up to
RMB40,000,000 to the Group for the funding in
respect of the energy exploration and production
segment.

In addition, the Group also entered into a Co-
operative Framework Agreement during the year
ended 31 December 2018 with an independent
third party who agreed to provide materials for
the exploration and production of crude oil with
an aggregate amount up to USD500,000,000, in
exchange for an option to purchase up to 70%
of the total crude oil produced by the Group at
92% to 95% of the market price as a form of
repayment until all the liabilities are repaid.
Such facility has not been utilised up to 30 June
2020.

BRI EE @
TRED T LB ()

5.2

iv)

v)

RZZE-_FEFA=1+8"

N5 B B R oR AR ST AR R
FIMERIVERGHECDIR
HR 42 ££105,402,000% (B E
BM@/\E%?%W 721,0007T)
ZEBRERNAEERRHET

y%250,000,000%m($ﬁ%7§é
4N R #1,766,375,0007T ) HY
EXRE AAKERERE
BREERRTABBLE
RIEES -

AEEBZ FERERMER
SERR A EERE
FERAZEHO Rt mMEE
[EEstERE—FEREA
@EZ%WW%%E?EE%%
AR THIRIETE M A& IR

PN
ﬂi//lu °

RZE_ZEFXA=1+1H"
AEBNHEBRERBEEE
FINERICERBRDIE
B 42 £ A R #9,100,0007T
ZEBREBERNASEEREHRT
Z i AR #40,000,000THE
HEE  BASEZERD
RREERBIBHES -

o BEZZE—N\FE+=
A=+—HLEE ~5£H
NE—EZBIE=FEI LA
EIEZR % ZBULE=F
[F] &= 12 4 RO B IR & A EE M
#} 48 58 = #500,000,0003% 7T
LA RZ A 2 T 35 (B8 92% 2
D%BEEAREBRBEERS
RBZT0%H EAREREENA
X BEEEEMBEAR
E_T_FTFAA=THT
EEHAZRME o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

5 Financial risk management (continued)
5.3 Credit risk

Credit risk arises from cash and cash equivalents
as well as credit exposures to outstanding trade and
other receivables and prepayments. As at 30 June
2020, all the Group's cash and bank balances and
short-term bank deposits are placed in reputable
banks located in the PRC, Kyrgyzstan, and Hong Kong
which management believes are of high credit quality
and without significant credit risk.

For customers of energy exploration and production
segment, the Group assesses the credit quality of
the customers, taking into account their financial
positions, past experience and other factors, before
granting credit limits. The Group has a large number
of customers on this segment and has no significant
concentration of credit risk. As at 30 June 2020,
trade receivables of RMB2,480,000 (31 December
2019: Nil relating to certain customers of the energy
exploration and production segment are impaired and

provided for.

For credit exposures to other receivables and
prepayments, management assesses the credit
quality of the counterparties on a case-by-case basis,
taking into account their financial positions, past
experience, amounts and timing of expected receipts
and other factors. As at 30 June 2020, no other
receivables and prepayments were impaired and
provided for (31 December 2019: Nil).
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

5 Financial risk management (continued)

5.4 Fair value estimation

The carrying values of the Group’s financial assets,
including trade receivables, other receivables,
prepayments and deposits and cash and cash
equivalents, and financial liabilities, including trade
and other payables and borrowings, approximate to
their fair values due to their short-term maturities.
The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market
interest rate that is available to the Group for similar
financial instruments, unless the discounting effect is

insignificant.

Segment information

Management has determined the operating segments
based on the reports reviewed by the chief operating
decision-maker that are used to make strategic decisions.
These reports are prepared on the same basis as these

condensed consolidated interim financial information.

The chief operating decision-maker is identified as
the Executive Directors of the Company. The Executive
Directors consider the business from both geographic
and product perspectives. The shipbuilding, offshore
engineering, engineering machinery and marine engine
building segments (the "Disposal Group”) were disposed
in 2019. The result of Disposal Group is presented as
discontinued operations. The discontinued operation
derives its revenue primarily from the construction and
sales of vessels, the construction of vessels for marine
projects, sales of excavators and building marine engines.
The comparative figures in the condensed consolidated
statement of comprehensive income have been restated
to present the results of Disposal Group. The energy
exploration and production segment derive its revenue
from sales of crude oil. The Executive Directors assess
the performance of the reportable segments based on
a measure of revenue and gross profit. The segment
information provided to the Executive Directors for the
reportable segments for the six months ended 30 June
2020 and 2019 was as follows:

AR 2 o R B RS FRI B

R EEw

5.4 DA EMGE
f AN B 6 RS A (B R
PR - HALEKEOE - BNRER
%e URBSRESZEN R
S B 1 (IR IR R R KL
5 BRIE A TR % 20 B 48 7 55 R A )
0 HEEEERLALERE o 3
REHS - SRABNARERE
KANBERELAEEENS R
TAAEY BTSN EEEE
Y BRI EALTEA -

&

BEERBEACEEZLERRERZRNLR
FRYESRBRORTE B S B TE AR SRR © 7%
FHREDRBEAGAR S P AP BER
MHR A EERER o

FELERRERARANTES - #
TEFRRRERS| DX - &M
BETE  TREEM RN TERR
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i BEEEFIRE REMMN - 2R
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

6 Segment information (continuec 6 WRE R

For the six months ended 30 June

BEAA=THLENER

Discontinued operation Continued operation
BRILER BELERR
Energy exploration and
Sub-total production Sub-total
it HRBRREE it

200 019 220 2019 2020 2009
SRORF CTONF CRCRF T ONF CECRE TR
RMB'OO0  RMBO00 RMB'000 RMBOD0 RMB'000 RMB'O0O
ARMTR ARETT ARMTR ARBTL AR®TZ ARMTT

Total

&t
2020 2019
ZECEE CTNF

RMB'000  RMB'000
ARBTR ARETT

Revenue W&

- Revenue from sales of - RERRHEN

crude oil g - - 14,258 27,829 14,258 21829 14,258 27,829
- Revenue from sales of - REZEMEED
excavators W - 15360 - - - - - 15360

Segment revenue bl - 15360 14258 27829 14,258 27829 14,258 43,189
Segment results REZE - 12,508 3,820 10,458 3,820 10,458 3,820 22,966
Selling and marketing expenses HERTAEERS - - - - 20 (1.274) (20 (1,274
General and administrative ~ —BRBSTRIBI

expenses - (349,869) - - 22975)  (23852)  (22,975)  (373,721)
Provision for impairments ~ #1% * BE R ERE

of property, plant and BB

equipment - - - - 13,782) - 13,782) -
Provision for impairments of &/ AEFIEEE

intangible assets - - - [670,000) - (670,000) -
Other income Holhis - 11,704 - - 108 299 108 12,003
Other (losses)/gains Et(B8)/ a - 95510 - - 86T 4151 (816T) 299,641
Net gain on disposal HEK R T - 916012 - - - - - 916012
Finance costs - net BANE -5 - (412927 - - (176,461 [156,693) (176,481 (567,620)
Change in provision for IHERA N RES

financial guarantee contracts - [219.390) - - 1,344,646 - 1,344,646 (219.390)

Profit/[loss) before income tax  BFiEHAIRIE /(58) 253,548 - 459187 (164911)

459,187 88,637
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

Segment information (continued)

During the six months ended 30 June 2020, revenue from
the top customer of the energy exploration and production
segment amounted to RMB4.1 million (2019: RMB7.3
million]), representing 28.9% (2019: 26.3%) of the total
revenue from continuing operations.

There are four individual customers contributed more
than 10% revenue of the Group’ s revenue from continuing
operations, for the period ended 30 June 2020 (2019: 4
individual customers). The revenue of these customers
during the period are RMB4.1 million, RMB3.4 million,
RMB3.1 million, and RMB2.2 million (2019: RMB7.3
RMB6.6 million, RMB5.1 million and RMB4.7
million respectively) respectively.

million,

During the six months ended 30 June 2019, revenue from
the top customer of the discontinued operation, excluding
cancellation of construction contracts, amounted to
RMB15.4 million, representing 100% of the total revenue
from discontinued operations excluding revenue related to

the cancellation of the construction contracts.

Geographically, management considers the operations of
shipbuilding, offshore engineering, engineering machinery
and marine engine building segments are all located
in the PRC while the energy exploration and production
segment is located in Kyrgyzstan, with revenue derived
from different geographical locations, which is determined

by the country in which the customer is located.

AR 2 o R B RS FRI B

6 *ﬁi}ﬁﬁﬂ%ﬁ)

@:t Tﬂi/\ﬂ +E|JJ:/\{.)E]
RE# ﬁ@&&i?ﬁﬁasﬁrﬁ%ﬁs@
WREARKINBEL(ZE—NEF:
ARBISEET) HBEBELEELLE
WEEH28.9% (= F—NF : 26.3%) °

HE-_Z-_ZFAA=+HIEHHE @
FZENEFP(ZE—NTF  4B@ARFE
FPIERASERFELCE XBEWEER
10% - BIAZER P ERBED Rl R A
RE/1BEBT ARB3LBET A
RESI1BBELRARK228E (=2
—NF  PRABAREIZSEET - A
R BB ARBSIBETEA
R¥LTEEL) °

BE_ZT-NAFANA=THILAER -
REEREEBHRRNEP RS
BREMEZEAN)ZEARKISLAS
T IEE R IEEB RN (N BRI
EIEAHKI)EN100% °

RMRME  BEEERREM  BFT
12 TIEHm KRB 0 TR IR RIS 6L
RAPBIRA - e RENR KR A EREE R
UREREH - MEARE TR -
KRREFPHEBRZRKEE

Six months ended 30 June

BEAA=THILEAEA

2020 2019

it —E-NF

RMB’000 RMB'000

AR®T ARBTT

Kyrgyzstan B 14,258 27,829
Geographically, total assets and capital expenditures are MMEMS - AERBAR S EEEER

allocated based on where the assets are located. Assets
under the Energy Exploration and Production segment are

mainly located in Kyrgyzstan.

BEMEMENR - sStARRRBERNRE
ENEEIRURTHASH -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

6 Segment information (continuec 6 WRE R
Non-current assets (excluding intangible assets) are FnBEE(TEREELEE) T A
analysed as follows: i

30 June 31 December

2020 2019

—EIEH —E-hEF

AHA=1H +ZA=+—H

RMB’000 RMB'000

ARETR AREBTT

Kyrgyzstan HREHT 590,862 597,514
Hong Kong O 90 103
China & 641 752
591,593 598,369
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR 2 o R B RS FRI B

- -
7 Property, plant and equipment 7 W% BERZE
Construction il Computer Office Motor
inprogress  properties  equipment  equipment vehicles Total
EEIR  AHMME EERE  BORE L] &
RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETn ARETR AREBTR  ARETR  ARETR
At 31 December 2019 REF-NF+A=1-H
Cost or valuation AR A 188,671 511,559 309 1226 2416 704,181
Accumulated depreciation and impairment  ZETERAEFE
losses (1,381) (103,150] (84) (714) (483) (105,812)
Net hook amount A 187,290 408 409 225 512 1933 598 369
For the six months ended 30 June 2020  HZ-Z-ZEXA=TAL
~ER
Opening net book amount BOREFE 187,290 408,409 225 512 1,933 598,369
Additions AE 5,620 - - 1 - 5,627
Disposals e (703) (614) - - (1,127) (2,244)
Transfer gz (115) 115 - - - -
Depreciation (Note 16] iEAUETL) - (4,780) (8) (149) (177) (5,114)
Impairment loss [note HEER () (13,782) - - - - (13,782)
Exchange differences ERzZ 2,760 5,952 - - 25 8,737
Closing net book amount BREDFE 181,070 409,282 17 30 854 591,593
At30 June 2020 R-2-RFAA=1A
Cost or valuation AR A 196,259 506,544 309 1,233 1,321 705,666
Accumulated depreciation and impairment  ZEHTERAEFE
losses (15,189) 97,262) (92) (863) (667)  (114,073)
Net hook amount KEFE 181,070 409,282 217 370 054 591,593

Note: The Company recorded impairment losses on construction in
progress for the period ended 30 June 2020. This impairment is
associated with certain specific oil well assets of the Company that
became idle because of mechanical issues.

Please refer to Note 8 for the impairment assessment
associated with the property, plant and equipment of the
energy exploration and production segment.

Mzt AR RRBE—Z_TFA=1HILHMH
BSEZTIZREEE - ZRERARFR
BRERMEENE TREaFEERRM -

BRRFHRREERRNOYE  BE
K&z BERH - E2BMES -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

8 Intangible assets

8 E|IEE

Total
af
RMB'000
ARETT
At 31 December 2019 R_F-AF+t-A=t—H
Cost PR 1,699,373
Accumulated amortisation and impairment losses — R&HEEE KR EEE (12,594)
Net book amount BREDFE 1,686,779
For the six months ended 30 June 2020 BE-_Z-_ZFXA=1+HL
~MEA
Opening net book amount HAYBRE S E 1,686,779
Amortisation (Note 16) BiH(MaE16) (1,096)
Provision of impairment (note) AR (FEE) (670,000)
Exchange differences EHER 24,775
Closing net book amount HRBREDFE 1,040,458
At 30 June 2020 R-B-BEXA=1H
Cost [D#N 1,724,341
Accumulated depreciation and impairment losses — ZEHTE KBEEE (683,883)
Net book amount R FE 1,040,458
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

8 Intangible assets (continued)

The intangible assets represent rights to cooperate with
the national oil company of Kyrgyzstan in the operation
of the four oilfields ("Co-operation Rights”). The Co-
operation Rights are stated at cost less accumulated
amortisation and any impairment losses. As a result,
amortisation of RMB1,096,000 has been charged to the
profit or loss during the six months ended 30 June 2020 (for
the six months ended 30 June 2019: RMB1,359,000 based

on the units-of-production method).

Note: During the six months ended 30 June 2020, the development of the
energy exploration and production segment has been limited due
to the outbreak of COVID 19, which has caused both the oil price
and demand decreased significantly. Both factors have indicated an
impairment for the underlying assets.

The management of the Group has engaged an independent valuer
to re-assess the underlying fair value of exploration the rights. As at
the date of this interim financial information, the external valuation
is not yet finalized and it is expected to be completed by the end of
2020.

The management of the Group has also done its own assessment
of the impairment. As a result of the assessment, the management
of the Group considered the recoverable amounts of the intangible
assets and property, plant and equipment under the energy
exploration and production segment was lower than their carrying
amounts. The management of the Group are of the opinion that
impairment provision is required. In determining the recoverable
amounts of the Co-operation Rights and property, plant and
equipment under the energy exploration and production segment,
the management of the Group have evaluated the recoverable
amounts based on the comparison of the fair value less costs of
disposal versus value in use. Key assumptions used include crude
oil price of USD35-55 per barrel (31 December 2019: USD48-65 per
barrel] and a discount rate of 15% (31 December 2019: 11.5%). As a
result, the Group has recognised an interim provision of impairment
of RMB670,000,000 as at 30 June 2020, all of which were applied
against the Co-operation Rights.

The management of the Group will continue working closely with the
valuer to finalise the valuation and impairment assessment by the
end of 2020.

FERAARS T B B B & KB A

\BIEE @
BREEEETHETHBARHARAE
K I ER B AT ([ ERERE]) -
B VEARS E RE VAR AR, R 514 85 I (E ()R
BEEBAKR - At ERBE-_ZT=-F
FRNA=THIENERBAEREERN
A BRI A R #1,096,0007T (&

—E-NAESNA=1THIESNER - A
R#1,359,0007T) °

Mz : BE T -_TFXA=+THIENER &R
BDRREERROBREERE T —NF
BB SRR EERARERRFERIA
B IR - WERZSBRREREEE
HEVRE -

REEEIRE S B HB LA EMENT R

BRENBERQAE - HEARD BRI BERB

5 - SNERAE TR ARTER - BEIRE/R
—R_FFFRATK °
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% AEEEBEBRARFRIEREERR
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

9 Trade receivables, other
receivables, prepayments and
deposits
(a) Trade receivables

9 FEWRRRK ~ EAbMEURR
| AARERES

(a) FEURHRSX

As at As at
30 June 31 December
2020 2019

R-B-BFE R NF
AA=1+H +=—A=+—H

RMB’000 RMB'000

ARET T ARETTT

Trade receivables RN BR X 416 2.777
Total &k 416 2,777

Ageing analysis of trade receivables by invoice date is

RER BRI D RBRRE D

as follows: T :
As at As at
30 June 31 December
2020 2019
R-ZE-ZH RZE—NF
NA=1H +—-—A=+—H
RMB’000 RMB'000
AR¥ETF T AREFTT
0-30 days 0 230 X - 384
31-60 days 31 260 X 1,762 657
61-90 days 61 290 X - 51
Over 90 days PN 1,134 1,685
Total G 2,896 2,777
Provision for doubtful debts REREAE (2,480) -
Total Gk 416 2,777

As at 30 June 2020, RMB2,480,000 trade receivables
was past due and provision for doubtful debts has
been provided for. The ageing analysis of these trade
receivables by invoice date is listed above.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

9 Trade receivables, other
receivables, prepayments and
deOSitS (Continued)

(a)

(b)

Trade receivables (Continued)

The credit terms granted to customers of the Group
are generally ranging from 30 to 90 days, accordingly,
balances are past due if not settled within the credit

period.

The carrying amounts of trade receivables
approximate their fair values, and are denominated in
US Dollar.

Other receivables, prepayments and
deposits

AR 2 o R B RS FRI B

9 FEWERR - HAEUFR
18~ FRERRE®

(a) FEUSRSR ()

AEERTEEFPNEERREN
FI0E90K - At - WAREER
NEE - BEHRSER SR -

FEW AR R REEEE A A EM
& WLAEITTEHE ©

Hty W RKIR - A RKIE
KzE

As at As at
30 June 31 December
2020 2019
R=ZF=%F RZF—NF
AA=E+R  fTZA=t+—H
RMB’000 RMB'000
AR¥TF T ARETT
Other receivables E A pE IR

- Third parties —F%=75 7,959 6,711
Value-added tax receivables FEMEE T 10,579 5,162

Prepayments - others TR FRIE — E
- Third parties —%£=7 3,656 4,618
22,194 16,491
Current portion BNHEAER 5 22,194 16,491

As at 30 June 2020, no other receivables were past
due (31 December 2019: NilJ] but not impaired. The
carrying amounts of receivables from agents, other
receivables and deposits approximate their fair

values.

The maximum exposure to credit risk at the reporting
date is the fair value of each class of receivable and

deposit mentioned above.

RZZZZFXA=+H HEH
BB A (T - AF+ =
A=+—R: &) BERKE  BK
RIEFRIA - A EUIA MR & H)
REEREEAAERS -

K& B EBRARAEERRS
Lt EERRFBRIEEH AR
B -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

100rdinary share, convertible 10 &R - ATEBRE LR

preference share and share premium

5T qrigiai-d

Equivalent

Equivalent Number of ~ Nominal value  nominal value
Number of ~ Nominalvalue  nominalvalue  convertible of convertible of convertible
ordinary of ordinary of ordinary preference preference preference Share
shares shares shares shares shares shares premium Total
EERAE UERERR  TEEERR  THAEER
EBRAR  EEREE SER #iA AE  AESER RiveR &t
HKD RMB'000 HKD RMB'000 RMB'000 RMB'000
BT ARETR B ARETR  ARBTR  ARETR
Authorised: R
Ordinary shares of SREE0ETH
HKD0.50 each EER GTT0491507  2,385,245,753 2,001,53% - 8,374,605 10,396,139
Convertible preference shares  BARE(E0S ATA)
of HKDO.5 each TERER - - 7,006,000,000 3,503,000,000 3,100,000 3,100,000
Forthesikmonthsended ~ BZE-F-%E
30 June 2020 RA=TAL
AR
Ordinary shares of HKD05S ~ R=E-F%-4
eachat | Janvay 00and ~ —ARZE%
30 June 2000 ErRZtAE
REfa0 & A
Eak GTT0491507  2,385,245,753 2,001,53% 3,100,000 8,374,605 13,496,139
Equivalent
Equivalent Number of ~ Nominalvalue  nominal value
Number of ~ Nominalvalue  nominal value convertible of convertible  of convertible
ordinary of ordinary of ordinary preference preference preference Share
shares shares shares shares shares shares premium Total
LERAE ESEER  TEARRR  TEAERR
ERRHE  EAREE £ER (i HE  EESER BiraE okt
HKD RMB000 HKD RMB000 RMB'000 RMB000
BT ARETR BT ARETT  ARETr  ARETR
Authorised: iy
Ordinary shares of ShaG ATy
HKDO.50 each EER 4TT0491507  2.385,245,793 201,53 8374605 10,396,139
Convertible preference shares S0 SETLA)
of HKDO.A each TERELR 7,006,000000  3,303,000,000 3,100,000 3,100,000
Forthesixmonthsended ~ EZ-Z-A%
30 June 2019 ~E=TAL
A
Ordinary shares of HKD0S =554
each at 1 January 2019 —A5RAE(EDS
ATHEAR (1631207 2098165758 1737050 7,006,000000 303,000,000 3,100,000 CRIKI 13,182,422
Conversion of convertible ~~ EHTERER (K
bonds Note] i) 694,120000 327,060,000 284,484 9233 31377

Note: During the six months ended 30 June 2019, the holders of the 2nd
and 5th convertible bond converted bonds of principal amounts
of HKD310,060,000 and HKD17,000,000, respectively, into ordinary

shares.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

1 AR AER T
(a) BB EABRES

11 Share-based payments
(a) Pre-IPO Share Option Scheme

Pursuant to the written resolutions of the
shareholders dated 24 October 2010, selected
employees were granted a total of 62,500,000 share
options (the "Pre-IPO Share Options”] under the
Pre-IPO Share Option Scheme (the "Pre-IPO Share
Option Scheme"). The exercise price per share under
the Pre-IPO Share Option Scheme shall be equal
to a 50% discount to the offer price at the initial
public offering (i.e. HKD4.00 per share. Share-based
payments, the exercise price of the outstanding share
options granted has been adjusted to HKD20.00 per
consolidated share of HKD0.50 each with effect from
29 March 2016). Each of the Pre-IPO Share Option
has a 10-year exercisable period, from 19 November
2010 ("Old Grant Date”), and ending on the expiration
of the tenth anniversary of the date of acceptance
of the grant of options, on 26 October 2020. As at 30
June 2020, the number of outstanding share options
granted has been adjusted for the effect of share
consolidation and 32,124,000 share options were
exercisable (31 December 2019: 32,124,000) after the

share consolidation adjustment.

Commencing from the date on which trading in the
shares of Company first commenced on the Main
Board of the Hong Kong Stock Exchange, being
19 November 2010 (the “Listing Date”), the expiry
of first, second, third, and fourth anniversaries
of the Listing Date, the relevant grantee may
exercise options up to 20%, 40%, 60%, 80% and
100% respectively. No additional share options
were granted pursuant to the Pre-IPO Share Option

Scheme during the six months ended 30 June 2020.

g
BIEBPA-_ZT—ZTF+A=-T
MEMBRREAAZER  FEE
BERTEXRAMREEAERE
FE(TERABREAERES
& )E T4 $£62,500,00017 B B 4
((BRAHRENERE]) -5
RARBERNBRETSIETNE
BRMDITEEEBEREXARA
BERMNEEETNENS (BNER
f%154.0075 7 » AIRID BER A
MERENRTERRENITE
BE_E—AF=ZA=-ThB#
EARASREESOEITHE G
B&1720.0087T) - B E X AFE
ERBRESE TFTEHR - A=
T-—ZETF+—A+t R ERY
HEDEEEARLERES T
BFEREM BT -_ZFF+7
—+RNB -RZE_ZTFA=T
H  &RNDEHARER  RITE
BREHBEXRNEFZENH
B E32,124,00017 BEAR#ER] 17
F(ZFE—AF+=_A=+—8:
32,124,000 o

BN ARG IR R BB R AT E
REEZA( LHAM] BI=F
—ZTF+—HA+AhH) EmHEH
F—FZ FE=RENRFER
R - BEAR AR D RITTEEAR
T 5% %20% ~ 40% * 60% * 80%
B100% - H#E-—_ZE-_FFE A=
TRHIESNER - MEREERARM
BERERESESSITREER
o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

11 Share-based payments (continuea) 1M1 R AER

(a) Pre-IPO Share Option Scheme (Continued)

The fair value of the share options granted on 24
October 2010, determined using the binominal model
(the “Model’], ranged from HKD4.38 to HKD5.17 per
option. The significant inputs into the Model were the
share price of HKD8.00 at the Listing Date, exercise
price shown above, expected dividend yield rate of
1.32%, risk-free rate of 2.09%, an expected option
life of 10 years and expected volatility of 55.00%.
The volatility measured is based on the average
annualised standard deviations of the continuously
compounded rates of return on the share prices
of comparable companies with similar business

operations.

Movements in the number of share options

outstanding and their related exercise price are as

(a) BIR 2 BAE SR RES

2l
R-ZE—ZTF+A-FTNAREN
BRENAAEFERA _BEAE
N(EXDETE - SHBEREN
T4 38 TLESNTHBTT - BAMWE
T2 EER LT A 8% ({ES.00
BT EMITEE - EEHRBEK
7 %1.32% - EE R %E2.09%
78 HARE AR PR + & R TE BR 1R
55.00% ° K 1R Jh IR B AL & FR L %
AR A RENFEER T
BEHTHFERERETE o

RITEREAES B ) & EAER
IIEEWT ¢

follows:

Average Number of
exercise price in Share options
HKD per share (thousands)
BRETFHTEE - BRERE(TH)

At 1 January 2019 and RZZE-—NEFE—HA—BkK
30 June 2019 —E-NFEARA=TH 20 3,650

At 1 January 2020 and RZZEZTF—H—HK
30 June 2020 ZEZTFAA=1H 20 875
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

1M UGB EERNOZFw
(b) BEPRRAERTEI

11 Share-based payments (continued)
(b) Share Option Scheme

The Company conditionally approved and adopted a
share option scheme on 24 October 2010 (the “Share
Option Scheme”]. The Share Option Scheme became
unconditional on 19 November 2010 when the
Company's shares were listed on the Main Board of
the Stock Exchange.

Pursuant to the written resolutions of the Directors
dated 30 April 2012, selected employees were granted
a total of 348,580,000 share options under the Share
Option Scheme. The exercise price of the share
options granted under the Share Option Scheme is
HKD1.94 per share of HKD0.10 each (the exercise
price of the outstanding share options granted has
been adjusted to HKD9.70 per consolidated share
of HKD0.50 each with effect from 29 March 2016).
No share option is exercisable prior to the first
anniversary of 30 April 2012 (the "New Grant Date”).
On each of the first, second, third, fourth and fifth
anniversaries of the New Grant Date, a further 20% of
the share options granted to the selected employees
may be exercised, provided that no share option shall
be exercised after 30 April 2022. As at 30 June 2020,
the number of outstanding share options granted
was adjusted for the effect of share consolidation
being effective on 29 March 2016 and 4,100,000
share options were exercisable (31 December 2019:
4,100,000 after the share consolidation adjustment).

The fair value of the share options granted on 30
April 2012, determined using the Model, ranged from
HKDO0.63 to HKDO.64 per option. The significant inputs
into the Model were the share price of HKD1.94 at
the New Grant Date, the exercise price shown above,
expected dividend yield rate of 4.66%, risk-free rate
of 1.14%, an expected option life of 10 years and
expected volatility of 54.50%. The volatility measured
is based on the average annualised standard
deviations of the continuously compounded rates of
return on the share prices of comparable companies

with similar business operations.

RARIRZ=ZZE—ZF+A=+MAH
B B R — TERE AR AT )
([EERRAESTEI)) - BBAREAEIN =
E—TF+— A+ NBARRERN%
FEBS A P AR _E T RBRK A AR ©

BEARA-_ZT——FMA=1+
HNEEEEREBR FERE
EEETHERETEETAHK
348,580,00017 8 A% #E o HE AR HE 5T
ZETHERLEERETEER
EREE00B TN .94 TT
(AZZ—A"E=ZA-thA#E
BRHEMRITEERENTEEDH
BAGREES0E T A ARG,
9.7087L) c RZE—ZFWMA=
TH(HFRHEBHADRE—AF
Al - BEEERAREER] TIT(E - BT
FRBEE— - F=- F= FN
RERRAFERER - BRERE
KRR B il — ST R AER
20% E-—FE__—FMA=1+H%
PRITERERE - RZT_FTFX
A=+A8 ERDBARITERRE
FERNR=_ZE—"F=A=+NH
ERHIRMDEHRTZEMARRKE
4,100,000f) B #ER] 1T (ZF
—NEFE+=A=1+—8 : KRHAE
BHEELR4,100,00017) °

R-E——FNA=+HEENE
BENAABEHRAERNEE
BHBREN T0.63BITTE0.6475
T RAMEZELHEBERTE
B EMARE1 948 T« EaltfT(E
B TEHR B WS RL66% « ER
B FI KN .14% - TEERRERRAE R0
F K T8 B K 1854.50% © ) 18 TH AR
BREEEUEB A LR A RIRE
BT B B IR E A I FERE
RETH o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

11 Share-based payments (continuea) 1M1 URGAERNZFw

(b) Share Option Scheme (Continued) (b) BEPRAERTEI@)
Movements in the number of share options RITEBRES B WE S R ERHE
outstanding and their related exercise price are as TEEWMT :
follows:
Average Number of
exercise price in Share options
HKD per share (thousands)
BRET BRERE
FHITEE (F13)
At 1 January 2019 and N_E-NF-—HA—BK
30 June 2019 —F-NFARA=TH 9.70 32,124
At 1 January 2020 and RZZEZZEF—HA—HK
30 June 2020 —F_RFAH=TH 9.70 16,800
No expense recognised in the interim condensed HE_Z_ZFA=THINE
consolidated statement of comprehensive income for B BEAERESASREE Ik
share options granted to directors and employees TR ERAETEE R EEERESN
during the six months ended 30 June 2020 (for the Y (HE—_ZT—hhENA=+H
six months ended 30 June 2019: NilJ. During the six FANER &\ HE—_ZS -
months ended 30 June 2020, no expense (for the six NE=THIENEAA - EREE R
months ended 30 June 2019: Nil) is recognised for ANEEEREIRES 2 AR
the Pre-IPO Share Option Scheme and no expense (Hz—E—hESNB=+HIEN
is recognised for the Share Option Scheme (for the A : &) RifEptElgEzTE
six months ended 30 June 2019: Nill. The Group has BRBEY(HE_ZE—HLEA=
no legal or constructive obligations to repurchase or +HIENEAR  E)  c REFEWE
settle the options in cash. EEEETIAIR S EE
FBRAE -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

12 Trade and other payables

12 B RRF R
I

2]

HEN

As at As at
30 June 31 December
2020 2019
R-ZZZF R_F—NEF
AA=+A t-HA=t+—H~H
RMB’000 RMB'000
ARBT T AREFT
Trade payables JEfTRRR 285,146 276,829
Other payables H fth & IR
- Third parties - =] 65,099 81,507
- Related parties (Note 24(a)) — BAE 77 (FsE24(a)) 42,246 30,866
Contract liabilities BHAE - 63
Accrued expenses JEFTFI X
- Payroll and welfare —T& MR 22,741 21,606
- Interests —HE 422,851 322,367
- Custodian fee —tEE 26,521 26,096
- Other — HAh 15,653 7,127
Other tax-related payables EL At 750 7548 B FE 1~ 5RIE 14,764 6,341
Current trade and other payables BIVER P& A5 BR K K2 EL At FE 1S
A 895,021 772,802

Ageing analysis of trade payables by invoice date is as

HER B S D W RN RRRER DT

follows: T
As at As at
30 June 31 December
2020 2019
R=ZB=%%F RZF—NF
AH=1H +=RA=+—H
RMB’000 RMB'000
ARET T ARETIT
0 - 30 days 0£30K 368 28
31 - 60 days 3TE60K 38 1
61 - 90 days 61E90K - 14
Over 90 days PNy 284,740 276,786
285,146 276,829
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

R BAAR S th A B A & R B A

. I Eh
13 Borrowings 13 XK
As at As at
30 June 31 December
2020 2019
R-E-EF RZZE—NF
ANA=1H +=—RA=+—H
RMB’000 RMB'000
ARETT ARETIT
Non-current JERNHA
Other borrowings HABER 693,427 937,125
Promissory notes R E 100,786 =
794,213 937,125
Current B A
Bank borrowings IRITEK 340,840 461,243
Other borrowings H g3 477,994 55,886
Promissory notes A B 2,039,303 2,140,289
2,858,137 2,657,418
Total borrowings EEA 3,652,350 3,594,543
Movements in borrowings are analysed as follows: EHESB DT -
RMB’000
AR¥ T
For the six months ended 30 June 2020 BE—Z-ZSFEXA=1tHLNHEA
Opening amounts as at 1 January 2020 R-E-_ZTF— A —HNEY&5E 3,694,543
Proceeds from other borrowings HALE TS I8 164,621
Imputed interest expenses HENBRX 11,990
Repayments of bank borrowings EERITER (126,828)
Repayments of other borrowings BRE AR (58,112)
Exchange difference PE X Z=%E 66,136
Closing amounts as at 30 June 2020 RZZE_TFNA=+HNEREHE 3,652,350
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

13 Borrowings (continued)

Borrowings amounting to RMB2,480,929,000 as at 30 June
2020 (31 December 2019: RMB2,601,532,000) were secured
by guarantee from a director of the Company, certain
shareholders of the Company and the related parties, and
share capital of certain related parties.

As at 30 June 2020, borrowings of the Group amounted
to RMB3,652,350,000, out of which RMB2,371,525,000
were overdue. Total overdue interest payables of the
Group amounted to RMB418,596,000. As at the date of
the approval of these consolidated financial statements,
the Group has not obtained waivers to comply with these
cross-default terms from the relevant lenders; nor have
these lenders taken any action against the Group to

demand immediate repayment.

The Group's borrowings are repayable as follows:

AR 2 o R B RS FRI B

13 B @

R-BE-_TEA=1H " BEFRARK
2,480,929,000c( —E—AhE+=-A=
+—H8: AR#2601,532,0007T)#H A&
NA—HRESE  ADA)A TR KB
FRERER - RS TR AR
YA o

R-ZE-ZFEXNA=1H KEEHME
FiE AR ¥E3,652,350,0000C © EFFAR
#2,371,525,0007cE 8 A - AN E A&
BRJE < ) B 4858 B A R #418,596,000
T o BEREREREM B mARAE
RNEEEARMABBERABERERRIZX
EAME - BBEERAT RS A E
FEEAITTE) - ZRENRFERN o

AEBERAERERLT

As at As at

30 June 31 December

2020 2019

R-B-2F R-F—NEF

ANA=TH +=—HA=+—H

RMB’000 RMB'000

AR¥T T ARETIT

Within 1 year —FR 2,858,137 2,657,418
Between 1 and 2 years —E 4 794,213 937,125
3,652,350 3,594,543

The Group’s borrowings repayable based on the schedule

repayment dates are the same as the above table.

The carrying amounts of the non-current borrowings

approximate their fair values.

ARER B & T 8&E 5 B R & R A
8 FRAER o

FFEVEME R REEEE A A ERE
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

13 Borrowings (continuea 13 ™M@
The carrying amounts of the borrowings are denominated BRI EREE DAL T EREEHE

in the following currencies:

As at As at
30 June 31 December
2020 2019
R-Z-EF R-F—N%F
AA=t+H TZA=+—H
RMB’000 RMB'000
AR®T T ARBTT
RMB AR 9,368 28,446
HKD BT 2,561,376 2,567,815
usD I 1,081,606 998,282
3,652,350 3,594,543
The exposure of the Group's borrowings to interest- NEBEEFEENMNREE RS NEH
rate changes and the contractual repricing dates are as TEBHRBIT :
follows:
As at As at
30 June 31 December
2020 2019

R=ZF=%F RZF—NF
ARA=E+R  fTZA=t—H

RMB’000 RMB'000

AR¥T ARET T

6 months or less NE A IAT 2,436,851 2,610,615
6 — 12 months ~NET+ @A 421,286 46,803
1 -5 years — = hFE 794,213 937,125
3,652,350 3,594,543
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

13 B @
A R AR -

13 Borrowings (continued)

The Group has the following undrawn borrowings

facilities:
As at As at
30 June 31 December
2020 2019
R=ZZEZZF R-E—h%F
~NA=+1+H +=ZA=+—8
RMB’000 RMB'000
AR®BT T AREFT
Expiring within one year —FAEIE 30,900 30,900
Expiring beyond one year — 123 H 993,589 1,157,393
1,024,489 1,188,293
The effective interest rates are as follows: EEAMERNT
As at As at
30 June 31 December
2020 2019
R-ZB_ZHF RZF—NEF
ANA=+H +=—A=+—~H
RMB’000 RMB'000
ARBT T AREBTFT
Bank borrowings RITIER 7.97% 7.97%
Promissory notes A ER 7.00% 7.00%
Other borrowings (excluding HABERK
interest-free loan) (T BiER, 5.00% 5.00%
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
B S T BRI

13 Borrowings (continuedl 13 &R @

(a) Bank borrowings

Bank borrowing of RMB340,840,000 (31 December
2019: RMB461,243,000) is overdue and immediately
repayable.

(b) Other borrowings

(a) SRITARERK

ARM340,840,0007T( —Z—NF+
—A=+—8: /\Emm 243,000
7T BERTTE X B H B e~ BNE

5& o
(b) EAhEFK
As at As at
30 June 31 December
2020 2019

R=ZB=%%F RZF—NF
ANA=t+H +ZA=+—H”

RMB’000 RMB'000
ARBT T AREBTT
Loans from an entity controlled REREBLELFERE
by a close family member of PRGN E RN ER
Mr. Zhang Zhi Rong 430,655 415,424
Loan from an entity controlled 2R B 3R 544 5o & B Hil A9
by Mr. Zhang Zhi Rong (Note — EEBHYE X (M 7Ei Kii)
i and ii) 693,427 530,784
Loan from a third party REE=ZFHNER 47,339 46,803
1,171,421 993,011
Less: Non-current portion R FEBNEREL (794,213) (937,125)
Current portion of other HAb &Rz BIEAE o
borrowings 377,208 55,886
Notes: ks

(i) As at 30 June 2020, the Group has drawn down principal
amount of USD105,402,000 (equivalent to approximately
RMB744,721,000) from the loan agreement, provided by entity
controlled by Mr. Zhang Zhi Rong, who agreed to provide a
loan facility up to USD250,000,000 (equivalent to approximately
RMB1,766,375,000) to the Group for the funding of the oilfield
operations of the energy exploration and production segment.
The carrying amount is RMB693,427,000 and it is repayable in
December 2021.

(i) During the year ended 31 December 2018, the Group entered
into a loan agreement with an entity controlled by Mr.
Zhang Zhi Rong, who agreed to provide a loan facility up
to RMBA40,000,000 to the Group for the funding in respect
of the energy exploration and production segment. As at
30 June 2020, the Group has drawn down principal amount
of RMB9,100,000 for exploration and drilling of wells. The
carrying amount of the loan is RMB9,100,000 and it is
repayable in December 2021.
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(i) R-ZZE-_ZTFEA=1+H KEHRRK
EEEE%E%X%%E&%HE’JBEEETié
% O IR EUA € € %8105,402,000
%ﬁ(*ﬁ%ﬁﬁé%’v/\iﬁzmmm,ooo
) HEBEBREAAEEHREETS
#250,000,000€ T(HE R AR
#1,766,375,0000 ) M E R B E B
NE B RER S E R AEERSE T 89 h
HEZRMES - EEEAARK
693,427,0007C ' R =T =—F+=
AfEE -

i) BE-T-/N\F+=-A=t+—HI*F
B ASEEAREGEEEEFNNE
BIINERDE  ZBEBRERAS
B2 ET%Z 1% A R%40,000,0007T
BERBE  AAEENERYERE
ERBREH®ES -R_ZT=_ZTF~A
=+8  ANEEEEEREFIRE
A& & EARK?,100,0007T ° EFE
1A A AR9,100,0007T * BR=-F
——F+=AEZ-



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

13 B
() AAEE

13 Borrowings (continued)
(c) Promissory notes

RMB’000
ARBTT
For the six months ended 30 June 2020 BE-_Z-ZEFARA=tHL
ANEA
Opening amount as at 1 January 2020 R-ZB_ZF—-—HA—HH
&R 2,140,289
Repayment ER (42,823)
Exchange difference TE & =58 42,623
Closing amount as at 30 June 2020 RZZEZFFA=THH
HREH 2,140,089
For the year ended 31 December 2019 BE-—Z-hE+=-A=+—H
LHEE
Opening amount as at 1 January 2019 R-ZZE-hF—A—ANPoeR 1,605,163
Addition to discharge convertible bonds A RRESREN RS RFE
principal and interest payable 0 510,437
Repayment B (10,783)
Exchange difference ME H, =5 35,472
Closing amount as at 31 December 2019 R-_ZE—-—NF+-_A=+—H
HIREH 2,140,289
14 Financial guarantee contracts 14 IBEREN
As at As at
30 June 31 December
2020 2019
R-B-BF R-F—N%F
~A=1+H +=—A=+—H
RMB’000 RMB'000
ARBT T ARETT
Financial guarantee contracts (note) BAFSYERE 4 (F&E) 5,200,498 6,545 144
5,200,498 6,545,144
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

14 Financial guarantee contracts (continued)

The Group has provided guarantees to certain financial
institutions in the PRC in respect of borrowings of the
Disposal Group. Under the financial guarantee contracts,
the Company is required to make payments to the
financial institutions should the Disposal Group default on
the borrowing. As at 30 June 2020, the total value of the
guaranteed borrowings outstanding was RMB5,200,498,000
(31 December 2019: RMB6,545,144,000). Despite the risk of
such guarantee to be exercised by the financial institution
considered to be low, the Group has recognised financial
guarantee contracts of RMB5,200,498,000 considered
the maximum exposure according to the contractual
obligation. Both the guarantee and provision shall release
upon the completion of the transfer and discharging of the

relevant guarantee.

As at 30 June 2020, the change in provision for financial
guarantee contracts of RMB1,344,646,000 (31 December
2019: RMB13,333,000) mainly represents the accrual
of interest expenses on the outstanding guaranteed
borrowings of RMB124,129,000 since the date of disposal
and the release of the principal and accrued interested
expenses of a guaranteed borrowing of RMB1,468,774,000.

15 Discontinued operation

(a) Description

On 9 October 2018, the Company entered into a
conditional sale and purchase agreement with the
Purchaser to dispose of the Disposal Group at a

consideration of HKD1.

There are certain conditions precedent pursuant to
the Transaction, which included, but not limited to,
the release or discharge of the Relevant Guarantees.
The conditional sale and purchase agreement were
approved by the shareholders of the Company and
CPS were issued in December 2018.

On 10 March 2019, the Group transferred the Sale
Share of Able Diligent Limited to the Purchaser. The
Disposal Group is reported as discontinued operation
in the period up to the date of disposal. Financial
information relating to the discontinued operation for

the period up to the date of disposal is set out below.
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AEBERHEER 2EBERMPEET
CRMEBIREER BREUIBKERE
A WMEHESEBERER - NABIAMR
SRBENR  c RZTE_FENA=
H BERREEGBRBEAARE
5,200,498,000c( = — N F+=-A=
+—H: AR#6,545144,00070) ° &
EHMEEETENZERRERE
RBRRE  MAEEERBEEREEE
ERmBEBRAEERAMBEREHOAR
#55,200,498,0007T » HELR KRB EIEAE
BAE IRV S 2 R AR BR STk 1& T LA R o

R-ZZE_ZTFXA=1H  BBERE
WM R EEE) A AREE1,344,646,0007T
(CE—AEF+-A=+—8: ARK
13,333,0007T) - EBEEEREHRAS
Z AR EEEREROETF SR
ARB124,129,0007T + A RERERA
FERTFI B AR 468,774,0007T °

15 BRI EFK

(a) #at
R-F—/\F+ANE  FAFE
BB TS R E R E
#oOURBUBTHEHESE -

REBEZRXZBETRRGE - B
BRI % bR SR B AR TR (R AV 1E
e B EEHREEARER
R - MAERELKRER_-F
—NF+ZA%T-

RZZT—hF=A+8  A5£EH
Able Diligent Limited#y$4 % B 1%
HETER - HESEREBELRE
HEAHEEERERIEEB 2R -
HEXEAHMENAREERIEE
OB EREI T -



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR 2 o R B RS FRI B

15 Discontinued operation (continuea 15 ERIEE K@

(b) Financial performance and cashflow
information

The financial performance and cashflow information
presented are for the period ended 10 March 2019.

(b) BBXRBERESHEER

2N BRAFBRSREEH
NEE-_FT-NAF=ATHLH
A o

For the

period from

1 January 2019 to
10 March 2019

—E-NEF
—B—HZE
—E-hF
=At+HLEE
RMB’000
AR¥T
Revenue e 15,360
Cost of sales $HE R (2,852)
Gross Profit EFHE 12,508
Other gains - net H At — I FHR 295,510
Other income H b as 11,704
Expenses A (349,869
Finance costs - net BB A — F58 (412,927)
Loss before income tax BrPT1S TR E 18 (443,074)
Income tax expense PGB =
Loss from discontinued operations KEERIEEBHER (443,074)
Fair value gains on a financial asset at RApEF AEMEEREN
fair value through other comprehensive BEEN AR ERE
income 2,616
Total comprehensive loss from discontinued 2RE B IEF¥BHEHEHEER
operations (440,458]
Net cash inflow from operating activities KRB &M A TR 19,488
Net cash outflow from investing activities & EEIR &7 HIFHE (32,950)
Net cash outflow from financing activities — BAE EB)IR S HF5E (500)
Net decrease in cash and cash equivalents 2% NKIREEEMRIFE (13,962
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
B S T BRI

15 24 1EEK @)
(c) HECAKRILERHWE

15 Discontinued operation (continued)
(c) Gain on disposal of Discontinued Operations

10 March 2019

—E-NEF
=A+H
RMB’000
ARMT T
Consideration KB -
Carrying value of net liabilities of Disposal HEEEEEFEERE
Group 23,820,910
Less: Derecognition of non-controlling W R EER S S B TR
interest of the Disposal Group Em (617,998]
Less: Transfer of amount due to the B EBBREB R ENEE
Disposal Group to Purchase SEHIE (15,877,596)
Less: Transaction costs B R (1,273)
Gain on disposal HESEKE 7,324,043
Less: Financial guarantee contracts B EERMIEERED
recognised [note (i) (BHEEG) (6,408,031)
Net gain on disposal HE WS FEE 916,012
Note (i): Financial guarantee contracts were recognised upon the Ml :R=ZF-—AF=A+tHEETK
completion of the disposal as at 10 March 2019. As at 30 NRAMBEREH R
June 2020 and the date of the 2020 interim report, the ZEFENA=ZTHR-_T_ZFH
release of the Relevant Guarantee was not yet completed. H®EH BFRERNBERSRT
Approximately RMB5,200,498,000, which represented its fair K- BE_T-_FTFNA=+
value, of the Disposal Group’s financial liabilities remained B HtESENSHABENARE
guaranteed by the Company as of 30 June 2020. 5,200,498,0007c(BIE A R E) I H

RRFER o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

15 Discontinued operation (continued)

(c) Gain on disposal of Discontinued Operations

(Continued)

The carrying amounts of assets and liabilities of the
Disposal Group as at the date of sale (10 March 2019)

were as follows:

15 B4R LE E K @)

LI

(c) HESARLEZEBHIUNE @)

HESERHERR(ZT—NF
ZATRIZEERABZEREE

10 March 2019

—B-hEF
=A+H
RMB’000
ARYET T
Financial assets at fair value through BAREFAEMEEYER
other comprehensive income SRIEE 30,323
Land use right b fsE A 3,425,509
Property, plant and equipment E R 14,962,869
Prepayment for non-current assets IEMENE ERITERT FRIE 143
Inventories T 61,660
Trade receivables U BR 3K 4,459
Other receivables, prepayments and Eqth pEORIE ~ RN FRIE Rige
deposits 3,358,492
Pledged deposits [REZEHIESN 1,771
Cash and cash equivalents RERBEESEED 38,855
Total assets REE 21,884,081
Trade and other payables (note) JREASF BR AR B L A A< k3B (PR 3E) 30,466,991
Contract liabilities BRAE 39,236
Borrowings (R 15,198,764
Total liabilities BmEE 45,704,991
Net liabilities of the discontinued ERIEBEETFE
operations 23,820,910
Note: Trade and other payables included amounts due to the Group et : AR R R A RIERE L E S

by Disposal Group amounting to RMB15,877.6 million.

B JE {9 7N S B E) R IA A R #615,877.6

BETT °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

16 Expenses by nature 16 MBS 7RI

For the six months ended 30 June

BEAA=THILEAEA

2020 2019
—EIEH —E-hEF
RMB’000 RMB'000
ARBT T AREBTFT
Amortisation of intangible assets & E (P 5ES)

(Note 8] 1,096 1,359
Auditors’ remuneration ZE AN < 908 604
Bank charges (including refund HRITWE (BIERFER

guarantee charges) WE) 77 60
Depreciation of property, plant and  #1% - BE R&ETE

equipment (Note 7) (PfE5E7) 5,114 12,155
Provision for doubtful debts [Note 9) RERE A (FIFE9) 2,480 -
Employee benefit expenses 1 818 s 8,341 9,206
Legal and consultancy fees EENBRER 5,113 5,613
Operating lease payments AT E K 310 332
Outsourcing and processing costs M3 & JI TR 3,517 3,275
Miscellaneous expenses MERX 6,459 9,893
Total cost of sales, selling and HEKA - HERTIHHE

marketing expenses, general and B~ —ARNITEE

administrative expenses S 4BEE 33,415 42,497

17 Other income 17 Bzl sz
For the six months ended 30 June

BEANA=THLREA
2020 2019
—EIEH —E-NF
RMB’000 RMB'000
ARBTT ARETT
Others HAit 108 299
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18 Other (losses)/gains

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRGZE P M B ER M

18 H At (B518), Wz

For the six months ended 30 June

BEAA=THILEAEA

2020 2019
—ECEF —T—NF
RMB’000 RMB'000
AR¥T ARET T
Fair value gain on derivative PTETEMAABERE —
instruments - embedded A RRESABRARDT
derivatives in convertible bonds H£TH - 4,646
Net foreign exchange losses SNE BRI FER (6,167) (495)
Total i (6,167) 4,151

19 Finance income and costs

19 BE W R A

For the six months ended 30 June

BEANA=THIEAEAR

2020 2019
—EZEF —E-hF
RMB’000 RMB'000
AR¥T ARBTIT
Finance income: ALE WA
Imputed interest income for % BERHEERSWA
interest-free loans - 3,841
- 3,841
Finance costs: BMERAK :
Interest expenses FIERX
- Borrowings — &R (98,335) (78,327)
- Convertible bonds — AR ES - (97,201)
Imputed interest expense for RBERNEENBFX
interest-free loans (11,990) 16,994
Net foreign exchange losses on A& R R INE B R FEE
financing activities (66,136) =
_____________________________________________________________________________ (176,461) (158,534
Net finance costs R E R A FER (176,461) (154,693)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

20 Income tax expense 20 FTSFiREX

For the six months ended 30 June

BEAA=THILEAEA

2020 2019
—EIEH —E-NF
RMB’000 RMB'000
ARBT T AREFT
Current tax charge B EAR 7 S2
Hong Kong EE - _
Outside Hong Kong B ASN 4,650 -
4,650 =
Hong Kong profits tax has been provided for at the rate of BB NS BRI 5T IR = A O BR A5t
16.5% (30 June 2019 - 16.5%) on the estimated assessable AEREEERE16.5% (ZF—FX
profits less estimated available tax losses. Tax outside A=18 : 16.5%)5HREME - FEAIN
Hong Kong has been provided for at the applicable rate on TRIRIR 5T B SRR FHIBR (5T Al 50
the estimated assessable profits less estimated available HEBTEGHEEE - ISR IS
tax losses. Income tax expenses are provided for under- RBEFEEETR -

provision in prior year.

21 Earnings/(loss) per share 21 BRER(&#E)

(a) Basic (a) EX
Basic earnings/(loss) per share is calculated by BREARF (BE)NTES
dividing the results attributable to equity holders of EREADNBIERTTE ARIGES
the Company by the weighted average number of BRIABIAE 31T BB ARH pn4E 15
ordinary shares in issue during the period. B e

For the six months ended 30 June

BEAA=THILLAEA

2020 2019
= i —ENF
RMB RMB
ARY AR

Earnings/(loss) from continuing 2R B E& L EEH
operations per share Br,/ (&8) 0.04 (0.01)

Earnings from discontinued REERILEBN R

operations per share &7 - 0.02
Earnings per share B & 0.04 0.01
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

21 Earnings/(loss) per share (continuea)
(b) Dilutive earnings/(loss) per share (Continued)

(c)

Diluted earnings/lloss] per share

Diluted earnings/(loss] from continuing operations per
share for the periods ended 30 June 2020 and 2019
are the same as basic earnings/(loss) for continuing
operations per share as the potential dilutive ordinary
shares were not included in the calculation of diluted
earnings/(loss] per share as their inclusion would be

anti-dilutive.

Diluted earnings from discontinued operations
per share

For the periods ended 30 June 2019, since there is
loss from continuing operations per share, no dilutive
impact from discontinued operations is presented.

Reconciliations of earnings used in
calculating loss per share

RS T B E B M

21 ERER,(EE8)w
(b) EREBEER,(EHE) @

SR ERET) ,///’//”(Efié' )

BE_Z_ZTFNR_FT—NFA
=t+8I1E"@EAR - XQ %Zgié'@f%
BHEREERF, (FE)ER
R EREEENTRERER
()R - hAERFTESREE
X, (BR)RRTABEES ST
BRGIABELEREE) -

K E BRI R IR
27

@I— = j‘l_,f'i/\ ﬂ + E _U:Hﬂ
F - ARFEKERBELBRE

A FL R 25D AR R

) AUSTESREENZR
iR
For the six months ended 30 June

BEXA=THIEAEA

2020 2019
—EEH —E-hEF
RMB’000 RMB'000
ARET T ARETTT
Basic and diluted earnings/ BREAREEER
(loss) per share (E18)
Profit/(loss) attributable AN alERTTE AL
to equity holders of the FE (&)
Company
- Continuing operations T 464,958 (165,089)
- Discontinued operations —BRIEXER - 253,548
464,958 88,459
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

21 Earnings/(loss) per share contniess 21 BIREF(EE) w0

(d) Weighted average number of shares used (d) A{ED &z mEFHE KR5S
as the denominator 4=

For the six months ended 30 June

BEANA=THIEAEAR

2020 2019
—EZEF —E-hF
Weighted average number of  FR{ED & 2 MNEFIIE B
ordinary shares used as the KR EAETRERR
denominator in calculating A
basic earnings per share 4,770,491,507 4,409,409,076
Adjustment for calculating STERBEERIEEBNE
diluted earnings from e B 2 S
discontinued operations per
share:
- Convertible preference — I ERB e IR
shares 7,006,000,000 7,006,000,000
Weighted average number of  F{ED & Z Il L@
ordinary shares used as the BROBEFTERBELR
denominator in calculating IEEBRESREERT
diluted earnings from
discontinued operations per
shares 11,776,491,507 11,415,409,076
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

22 Dividend

The Board has resolved not to declare the payment of an
interim dividend for the six months ended 30 June 2020 (for
the six months ended 30 June 2019: Nil).

23 Contingencies

As at 30 June 2020, we had contingent liabilities of
RMB883.8 million (as at 31 December 2019: RMB853.7
million]), which was resulted from financial guarantees

provided by the Company to Disposal Group.

24 Related party transactions

Fine Profit Enterprises Limited ("Fine Profit’), a company
incorporated in the British Virgin Islands, owned 9.43% of
the issued shares of the Company as at 30 June 2020 (31
December 2019: 9.43%). Fine Profit was wholly-owned by
Mr. Zhang as at 30 June 2020 and 31 December 2019.

The directors of the Company are of the view that the
following companies were related parties that had
balances with the Group during the six months ended 30
June 2020.

AR 2 o R B RS FRI B

22 R 2.

EZgCABTREHE_T_TFRX
A=Z+THALERERZHHRE(HE=
T-NFRNA=THIEARMEA : &) -

HAREIE
R-ZZE-_FTFA=1+H ' HMAK
REBEBARBISSHEETL(R-_ZE—A
F+ZA=+—H: AR¥83.788
7))+ WAERAA R RS SERE
B TSR IRFTER o

24 BB AR5

FREEERABTHERN] (REB
BEBEEAMAIMNAR)R=_ZE=F
FRNA=THB#BARRFIILI%E %
TRH(ZE—NF+=A=+—8":
9.43%) - FFIR —_ZT=_ZFF/A=+8H
M—E-NE+_A=+—HHRARLE
2EHA o

ARREFAR/TIRRANEBE-F
“EERA=ZTHEANEAARREE Y
BB BRI RERE ST -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
ARG S P M B ER M

24 Related party transactions (continued)

Name

=

24 B R Z @

Relationship with the Group
HEASENRBER

Shanghai Ditong Construction (Group) Co., Ltd.
FEmER(EERFRAR

Smart Frontier Limited

Jiangsu Xu Ming Investment Group Co., Ltd.
TEHBERAREREBR AR

Nantong Rongsheng Infrastructure Accessories
Co., Ltd.

MBEREARREEETIZGRAR

Jiangsu Rong Tong Marine Mechanical and
Electrical Co., Ltd.

IE G REIHMEARAA

Nantong Drawshine Petrochemical Co., Ltd.

MBERABCTARAR

Shanghai Sunglow Investment (Group) Co., Ltd
FEEGRRE(EE)ERAF

Zhang Jiping
SRALF

Crystal Mont Limited

Dynamic Great Limited

New Continental Oil & Gas (HK) Co. Limited

Entity controlled by a shareholder/close family
member of Mr. Zhang

R—BBERREERBEHNE S

Entity controlled by a close family member of Mr.
Zhang
HREERBEGINER

Entity ultimately controlled by Mr. Zhang
RoRFERKKEGINER

Entity ultimately controlled by Mr. Zhang
RRFEERKEH TR

Entity ultimately controlled by Mr. Zhang
EREEREIEFINER

Entity controlled by a shareholder/close family
member of Mr. Zhang

F—RIRE R ERE RN

Entity controlled by a shareholder/close family
member of Mr. Zhang

2R RS BIHNEE

Director of a subsidiary

MEARES

Entity ultimately controlled by Mr. Zhang
HREERREFINER

Entity controlled by a shareholder (close family
member of Mr. Zhang)

$—HBRREERE)EHNER

Shareholder of a subsidiary

MARBE MR (BB)BERAF B A RIARER
During the six months ended 30 June 2020, no BHE_Z-ZFA=+HIENEAR -
transactions with the related parties were carried out by AN B AR T B TR S o

the Group.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

24 Related party transactions (continued)
(a) Balances with related parties

As at 30 June 2020 and 31 December 2019, the
balances are interest-free, unsecured, and repayable

FERAARS T B B B & KB A

24 B R @
(a) EEEEE S MVAEER

R-B_ZBFAA=THER_
NFE+=—A=1+—8 "% ﬁ%)ﬁﬁ’a

on demand. The carrying amounts of these balances B EEARERERRER - %
approximate their fair values. EESBNEEAEEE AR ERSE
As at As at
30 June 31 December
2020 2019
R-Z-EF RZT—NEF
AH=t+H +TZA=+—H
RMB’000 RMB'000
AR®T T AREFT
Other payables - non-trade Hib e zIa—EE 514
(Note 12) H(MEE12)
- Entities controlled by Mr. —RREEH R
Zhang or a shareholder/ ROREERBIE
close family member of H 8 E 8
Mr. Zhang 24,177 12,899
- Non-controlling interest — B R BRI
shareholder of a IR
subsidiary 18,069 17,967
42,246 30,866

(b) Guarantee by the shareholder and related

(c)

parties

As at 30 June 2020, certain borrowings
totalling RMB2,480,929,000 (31 December 2019:
RMB2,601,530,000] are secured by certain
shareholder and the controlling entities of certain
shareholders.

Borrowings from related parties

As at 30 June 2020, certain related parties provided
security-free and interest-free facilities up to
USD250,000,000, and RMB40,000,000 (totalling
equivalent to approximately RMB1,806,375,000)
(31 December 2019: USD250,000,000,
RMB40,000,000 (totalling equivalent to approximately
RMB1,780,800,000]) for use by the Group for working
capital purposes.

and

(b) BERK:EAEETS RRARVIE(R

AZE_TFA=1H " HTE
RAEH ARE?480,929,0007C( =
E—NE+ZA=+—0: ARE
2,601,530,00070 )& THREKE
B SR IER o

(c) REREH LT ER
R-B_FFANA=+H"' &
THEBIREEEFREERE
& %250,000,000% 7t & A R #
40,000,0007c(& £BEZERHOAR
#%1,806,375,00070) (ZE— NF+
— A =-+—H :250,000,0003 T
B AR#40,000,0007T) (& Hi0%
R4 AR #1,780,800,0007T ) ) it 7K
SEEREERAR -

H‘}
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INFORMATION FOR SHAREHOLDERS
BRE

Listing Information tmEHR

Listing . Hong Kong Stock Exchange TR - BBER

Stock Code : 01101 R AR AR £ 01101

Principal Share Registrar and Transfer Agent IR 1048 B & R4 R

Conyers Trust Company (Cayman] Limited Conyers Trust Company (Cayman] Limited
Cricket Square, Hutchins Drive, Cricket Square, Hutchins Drive,

P.0. Box 2681, Grand Cayman, P.0. Box 2681, Grand Cayman,

KY1 - 1111, Cayman Islands KY1 - 1111, Cayman Islands

Hong Kong Share Registrar EBBZBRRE

Computershare Hong Kong Investor Services Limited BEEPRBHERLERAF

Shops 1712 - 1716, 17th Floor, BBEF

Hopewell Centre, ERKRBER1835%

183 Queen’s Road East, ERAL VN

Wanchai, Hong Kong 1781712-1716F

Tel . (852) 2862-8628 Ek © (852) 2862-8628

Email : hkinfoldcomputershare.com.hk B ¢ hkinfoldcomputershare.com.hk
Registered Office FMHER

Cricket Square, Hutchins Drive, Cricket Square, Hutchins Drive

P.0. Box 2681, Grand Cayman, P.0. Box 2681, Grand Cayman,

KY1 - 1111, Cayman Islands KY1 - 1111, Cayman Islands
Principal Place of Business and Headquarters FEEEMBRAT

Suites 1508-10, 15/F, BRETBEES-8H

Shui On Centre, bR oaa =l I

6-8 Harbour Road 15181508-10F

Contact Enquiries HikEH

Investor Relations REEBER

Tel . (852) 3900-1888 #iE ¢ (852) 3900-1888

Email . ir@rshi.cn BHE  : ir@rshi.cn

Website : www.huarongenergy.com.hk Huk © www.huarongenergy.com.hk
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WANG Jin Lian
ZHOU Zhan
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Audit Committee

ZHOU Zhan [Chairman]
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Corporate Governance Committee
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WANG Jin Lian (Chairman)
/HU Wen Hua
ZHOU Zhan

Remuneration Committee

ZHOU Zhan [Chairman]
CHEN Qiang
WANG Jin Lian

Finance and Investment Committee

CHEN Qiang (Chairman]
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WANG Jin Lian
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Company Secretary
LEUNG Yin Fai
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CORPORATE INFORMATION

AREH
Auditor BEED
PricewaterhouseCoopers BERKBERTRIERFT

Certified Public Accountants and Registered Public Interest M &EHEIMM AR E LZEED
Entity Auditor

Legal Advisors pRESES

Paul Hastings T ETERRD S TP

Commerce & Finance Law Offices RS e

Company Website NGIE R
http://www.huarongenergy.com.hk http://www.huarongenergy.com.hk
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