
SUPPLEMENTAL INFORMATION ON OIL AND GAS PRODUCING ACTIVITIES (UNAUDITED)

China Petroleum & Chemical Corporation

In accordance with the United States Statement of  Financial Accounting Standards No. 69, ‘’Disclosures about Oil and Gas Producing Activities’’ (‘’SFAS No.
69'’), this section provides supplemental information on oil and gas exploration and producing activities of  the Group at 31 December 1999 and 2000, and
for the years then ended in the six separate tables. Tables I through III provide historical cost information under US GAAP pertaining to capitalised costs;
costs incurred in exploration and development; and results of  operations. Tables IV through VI present information on the Group’s estimated net proved
reserve quantities; standardised measure of  discounted future net cash flows; and changes in the standardised measure of  discounted future net cash flows.

Table I: Capitalized costs related to oil and gas producing activities

2000 1999
RMB millions RMB millions

Property cost — —
Wells and related equipment and facilities 89,876 79,274
Supporting equipment and facilities 6,458 5,979
Uncompleted wells, equipment and facilities 2,318 2,072
Total capitalized costs 98,652 87,325
Accumulated depreciation, depletion, amortisation and impairment allowances (47,326) (43,660)
Net capitalised costs 51,326 43,665

Table II: Cost incurred in exploration and development

2000 1999
RMB millions RMB millions

Exploration 3,248 2,952
Development 12,647 8,753
Total cost incurred 15,895 11,705

Table III: Results of operations for oil and gas producing activities

2000 1999
RMB millions RMB millions

Revenues
Sales 8,366 6,145
Transfers 46,213 24,728

54,579 30,873
Production costs excluding taxes (14,289) (13,827)
Exploration expenses (2,883) (2,387)
Depreciation, depletion, amortisation and impairment provisions (5,036) (5,271)
Taxes other than income tax (935) (665)
Income before income tax 31,436 8,723
Income tax expense (10,131) (1,396)
Results of operations from producing activities 21,305 7,327

The results of  operations for producing activities for the years ended 31 December 1999 and 2000 are shown above. Revenues include sales to unaffiliated
parties and transfers (essentially at third-party sales prices) to other segments of  the Group. All revenues reported in this table do not include royalties to
others as there were none. In accordance with SFAS No. 69, income taxes are based on statutory tax rates, reflecting allowable deductions and tax credits.
General corporate overhead and interest income and expense are excluded from the results of  operations.

Table IV: Reserve quantities information
The Group’s estimated net proved underground oil and gas reserves and changes thereto for the years ended 31 December 1999 and 2000 are shown in the
following table.

Proved oil and gas reserves are the estimated quantities of  crude oil, natural gas, and natural gas liquids which geological and engineering data demonstrate
with reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions, i.e., prices and costs as
of  the date the estimate is made. Prices include consideration of  changes in existing prices provided only by contractual arrangements, but not on
escalations based upon future conditions. Due to the inherent uncertainties and the limited nature of  reservoir data, estimates of  underground reserves are
subject to change as additional information becomes available.

Proved reserves do not include additional quantities recoverable beyond the term of  the relevant production licenses, or that may result from extensions of
currently proved areas, or from application of  improved recovery processes not yet tested and determined to be economical. The Group’s estimated proved
reserves do not include any quantities that are recoverable through application of  tertiary recovery techniques.

Proved developed reserves are the quantities expected to be recovered through existing wells with existing equipment and operating methods.

“Net’’ reserves exclude royalties and interests owned by others and reflect contractual arrangements in effect at the time of  the estimate.
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China Petroleum & Chemical Corporation

2000 1999
Proved developed and undeveloped reserves (oil) (million barrels)
Beginning of  year 2,881 2,679
Revisions of  previous estimates 45 123
Improved recovery 140 129
Extensions and discoveries 133 191
Production (247) (241)
End of year 2,952 2,881
Proved developed reserves
Beginning of year 2,373 2,346
End of year 2,447 2,373
Proved developed and undeveloped reserves (gas) (billion cubic feet)
Beginning of  year 782 577
Revisions of  previous estimates 164 110
Extensions and discoveries 133 174
Production (80) (79)
End of year 999 782
Proved developed reserves
Beginning of year 675 521
End of year 850 675

Table V: Standardised measure of discounted future net cash flows
The standardised measure of  discounted future net cash flows, related to the above proved oil and gas reserves, is calculated in accordance with the
requirements of  SFAS No. 69. Estimated future cash inflows from production are computed by applying year-end prices for oil and gas to year-end quantities
of  estimated net proved reserves. Future price changes are limited to those provided by contractual arrangements in existence at the end of  each reporting
year. Future development and production costs are those estimated future expenditures necessary to develop and produce year-end estimated proved
reserves based on year-end cost indices, assuming continuation of  year-end economic conditions. Estimated future income taxes are calculated by applying
appropriate year-end statutory tax rates to estimated future pre-tax net cash flows, less the tax basis of  related assets. Discounted future net cash flows are
calculated using 10% midperiod discount factors. This discounting requires a year-by-year estimate of  when the future expenditure will be incurred and when
the reserves will be produced.

The information provided does not represent management’s estimate of  the Group’s expected future cash flows or value of  proved oil and gas reserves.
Estimates of  proved reserve quantities are imprecise and change over time as new information becomes available. Moreover, probable and possible reserves,
which may become proved in the future, are excluded from the calculations. The arbitrary valuation prescribed under SFAS No. 69 requires assumptions as to
the timing and amount of  future development and production costs. The calculations are made for each of  the years ended 31 December 1999 and 2000 and
should not be relied upon as an indication of  the Group’s future cash flows or value of  its oil and gas reserves.

2000 1999
RMB millions RMB millions

Future cash flows 755,931 393,081
Future production costs (230,201) (215,044)
Future development costs (8,098) (6,695)
Future income tax expenses (155,093) (50,673)
Undiscounted future net cash flows 362,539 120,669
10% annual discount for estimated timing of  cash flows (147,356) (50,258)
Standardised measure of discounted future net cash flows 215,183 70,411

Table VI: Changes in the standardised measure of discounted future net cash flows

2000 1999
RMB millions RMB millions

Sales and transfers of  oil and gas produced, net of  production costs (17,868) (18,749)
Net changes in prices and production costs 180,118 21,211
Net change due to extensions, discoveries and improved recoveries 30,036 1,996
Revisions of  previous quantity estimates 5,091 5,349
Previously estimated development costs incurred during the year 3,395 2,430
Accretion of  discount 7,041 5,417
Net change in income taxes (62,486) (4,885)
Others (555) 3,473
Net change for the year 144,772 16,242


