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INTERIM RESULTS

The board of directors (the “Board”) of Genesis Energy Holdings
Limited (the “Company”) announces that the unaudited consolidated
results of the Company and its subsidiaries (collectively the
“Group”) for the six months ended 30 June 2008 were as follows:

CONSOLIDATED INCOME

STATEMENT

For the six months ended 30 June 2008

G 3

BIFEERIERBERAR ([AAR])EEE ([ESF
) EM ARFTREMBAR (KB A£E])&HZE
2008F6A30H L ANEAAZ RICEZZRAEBENT:

LEBEZBK

HZE2008F6A30H IE/~EA

(Expressed in Hong Kong Dollars) (ABTETHE)
2008 2007
(unaudited) (unaudited)
(REBHFZR) (REEEZ)
Notes HK$’000 HK$’000
B 5E FER FHET
Continuing operations BHEREER
Turnover BEH 4 19,926 14,388
Direct cost HEKAR (18,142) (15,485)
Gross profit/(loss) EAM(EE) 1,784 (1,097)
Other revenue H b = 6 579 2,091
Administrative and THREMEEER
other operating expenses (9,365) (26,330)
Loss from operations e ] (7,002) (25,336)
Finance costs BhE AR 5 (44) (110)
Loss before taxation MRBLATE R (7,046) (25,446)
Taxation A 7 (698) (299)
Loss for the period from BFEREEB 2 AHEIER
continuing operations 4 (7,744) (25,745)
Discontinued operations BRIEEEEK
Loss for the period from ERLEREEKCABEER
discontinued operations 4 - (18,945)
Loss for the period A EE (7,744) (44,690)
Attributable to DT ATEMAER:
Continuing and discontinued FREELEREERILEE B
operations
- Equity holders of the Company —RRRRERFEA (7,744) (44,690)
— Minority interests —DHR RS - -
Loss for the period AEEE (7,744) (44,690)
HK$ HK$
(cents) (cents)
BT BT
(i) (1)
Loss per share — Basic BEREE-EX 9(a)
From continuing and RABECENERIEREER
discontinued operations (0.18) (1.11)
From continuing operations REFELEED (0.18) (0.64)
From discontinued operations RECKRIEEEER N/A (0.47)
Loss per share - Diluted BREE -2 9(b)
From continuing and RAFBELERDRIEEEER
discontinued operations N/AFiE A N/ A i A
From continuing operations REAFELEED N/ATE H N/ A 3
From discontinued operations RECKRIELEER N/ATE N/AT 3

The notes on pages 7 to 24 form part of this interim financial

report.
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CONSOLIDATED BALANCE SHEET

At 30 June 2008

(Expressed in Hong Kong Dollars)

20084 6 A 30H

GAB T )

At 30 June 2008

REEEREX

At 31 December 2007

(Unaudited) (audited)
20086 H30H 2007412 A 31H
(REHFEXR) (L&)
Notes HK$’000 HK$’000 HK$'000 HK$'000
log=s F& T FTHxT FET F&T
Non-current assets kRBEE
Property, plant and equipment ¥ % B & & & 10 159,072 144,275
Intangible assets ERAEE 43,251 43,362
Other financial assets EMBEEE 11 2,345 -
Prepaid lease payments HEBENNRE 3,777 3,612
208,445 191,249
Current assets REBEE
Inventories FE 156 125
Trade and other receivables  JEURER 7 &
H h fE YR I 12 8,875 5,314
Cash and cash equivalents RekREEEY 13 52,647 111,224
61,678 116,663
Current liabilities REBAEME
Trade and other payables ERBER R
H ) fE  50IA 14 (8,383) (46,559)
Current taxation Bl EA % 18 (90) (504)
(8,473) (47,063)
Net current assets RBEEFE 53,205 69,600
Total assets less HEERABAER
current liabilities 261,650 260,849
Non-current liabilities kRBER = -
NET ASSETS EEFE 261,650 260,849
CAPITAL AND RESERVES EXRHE
Share capital i@ 15 42,269 42,249
Reserves &1 219,257 218,600
Total equity attributable to ZARXAFTREIZEA
equity holders of PEAL A RE ==
the Company 261,526 260,849
Minority interests LERRES 124 -
TOTAL EQUITY 48R 2% 261,650 260,849
The notes on pages 7 to 24 form part of this interim financial FTBEERF2A 2N B AP EHEREZ — 25

report.
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

For the six months ended 30 June 2008 — unaudited
(Expressed in Hong Kong Dollars)

Attributable to equity holders of the Company

MERBEBER

H E2008F6A308 L/~ A— K& E&

(ABTEHH)

ANTIREHEAENL
Share Share  Contributed Share Option (Accumulated Exchange Minority Total
Capital Premium surplus Reserves Losses) Reserves Total Interests Equity
SHRER
L& R A& E BaRY BRERG 2 ER ERfE #3 B AR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THTL THTL FHT FHT FHT FHT FET FET FHEL
At 1 January 2008 720081811 42,249 364,389 81,043 18,589 (263,887) 18,466 260,849 - 260,849
Shares issued under RERETE
share option scheme E3iwdi{n) 20 358 - - - - 378 - 378
Exchange differences on A EESNHE R A
translation of financial MBERE
statements of overseas EHZE
subsidiaries - - - - - 8,043 8,043 - 8,043
Capital injection of LERRERTE
minority interest - - - - - - - 124 124
Loss for the period AEER - - - - (7,744) - (7,744) - (7,744)
At 30 June 2008 N2008E6 A 300 42,269 364,747 81,043 18,589 (271,631) 26,509 261,526 124 261,650
At 1 January 2007 200761818 35,851 227,057 81,043 4,461 (255,951) 11,651 104,112 - 104,112
Share issued under RREETRG
the placing 3,740 114,774 - - - - 118,514 - 118,514
Shares issued under RERETE
share option scheme Bi2BH 2,478 21,506 - (4,128) - - 19,856 - 19,856
Equity-settled share-based R4 E AR 7
transactions SIPAY - - - 11,743 - - 11,743 - 11,743
Exchange differences on A EESNE R A
translation of financial MBERE
statements of overseas EHZE
subsidiaries - - - - - 693 693 - 693
Loss for the period KEEE - - - - (44,690) - (44,690 - (44,690)
At 30 June 2007 2007464 30H 42,069 363,337 81,043 12,076 (300,641) 12,344 210,228 - 210,228
The notes on pages 7 to 24 form part of this interim financial FTAZE24A B APEHMBEREZ — 2o

report.
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CONDENSED CONSOLIDATED EBHGAERERER
CASH FLOW STATEMENT

For the six months ended 30 June 2008

(Expressed in Hong Kong Dollars)

B E 200846 A 30H 1L/ {8 A
(A TTEE)

Six months ended 30 June

BZ6H30HILEAEA
2008 2007
(Unaudited) (Unaudited)
(REEXR) (REEHEZ)
HK$’000 HK$’000
F#& T FET
Net cash outflow from REEBFTRAZRSRE
operating activities (3,776) (3,516)
Net cash outflow from RETBHFAZREFE
investing activities (16,426) (51,987)
Net cash outflow before METBAMAZRESFH
financing activities (20,202) (55,503)
Net cash (outflow)/inflow from BMEES (FTA) FMEE2BEESFHE
financing activities (38,375) 136,289
Net (decrease)/increase in HeERBRESEEY CRD) EMmEHR
cash and cash equivalents (58,577) 80,786
Cash and cash equivalents R1ALEB RS RBEESZEEY
at 1 January 111,224 51,269
Cash and cash equivalents MRE6A30EZEHERESEEY
at 30 June 52,647 132,055

The notes on pages 7 to 24 form part of this interim financial

report.
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NOTES TO THE B 78 38 35 f &%
FINANCIAL STATEMENTS (BTE A

(Expressed in Hong Kong Dollars)

BASIS OF PREPARATION

The interim financial report of Genesis Energy Holdings
Limited (the “Company”) and its subsidiaries (collectively the
“Group”) has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), including compliance with the Hong Kong
Accounting Standard (“HKASs”) 34, “Interim financial
reporting”, issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). The preparation of an interim
financial report in conformity with HKAS 34 requires
management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.
This interim financial report contains consolidated financial
statements and selected explanatory notes. The notes include
an explanation of events and transactions that are significant
to an understanding of the changes in financial position and
performance of the Group since the 2007 annual financial
statements. The consolidated interim financial statements
and notes thereon do not include all of the information
required for full set of financial statements prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”).

This interim financial report is unaudited, but has been

reviewed by the Company’s Audit Committee.

The financial information relating to the financial year ended
31 December 2007 that is included in this interim financial
report as being previously reported information does not
constitute the Group’s statutory financial statements for that
financial year but is derived from those financial statements.
Statutory financial statements for the year ended 31
December 2007 are available from the Company’s head office.
The auditors have expressed a qualified opinion on those
financial statements in their report dated 22 April 2008.

mEBLEE

BIFTRERERARAR ([AAA]) REMBEA
Bl (I AEE]) 2T P BRE HIRBEE
BAaXsMBRRAERFLTRAUN([ETR
A BRzBRBERXRE AT EEGTMA
g ([BEREMAg])BHZ [EEEER
F34W - (TR BEREIZRE-EEEBERE
FABEEGAEREISRMRE 2 R RS
FriE HE et REBR ERESTRRZER
REBRBAREEANEZREREERARE.
WARSXHZz 2B - BREATEBINZE M
Fte R B TS S BRI AR A M SR Rl o it
sLo M FER AL T B 2007 B A% R T A
R A B AR AN SR B 7 B AR R B B K R IR T T
BEZZEMHRXF KRG T MG RRE LM
TREERRB(ERMBREER) R ERE
TEUBHRRAFZZ2HER-

AP B REFEREEZ BEEHARAERZ

AN ER B S S FT S A 220076 12 A31H 1EHS
HEEZHBEERABEERZ AR WRERAR
EEZVBERE 2 EENBRER - BERARE
EBEYVBRE-HE2007TF12A31B L FE 2
EEMBREARRQRAZBRERRR AR
RAIZ S B £20085F 4 228 2 i &ihf i & b &
ZEVERRLAREBER-
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NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

8

SIGNIFICANT ACCOUNTING POLICIES

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2007 annual
financial statements, which have been prepared in accordance
with all applicable HKFRSs, which collectively term includes
all applicable individual HKFRSs, HKASs and interpretations
issued by HKICPA, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance and applicable disclosure
provisions of the Rules Governing the Listing of Securities

on The Stock Exchange of Hong Kong Limited.

The financial statements are presented in Hong Kong dollars
which is the functional currency of the Company. All financial
information presented in Hong Kong dollars is rounded to
the nearest thousand unless otherwise stated. The Group
changed its presentation currency from Renminbi to Hong
Kong dollars in 2007. Following the increase in foreign
operations in 2007, the directors of the Company consider
that Hong Kong dollars, being an internationally well-
recognized currency, can provide more meaningful information
to the Company’s investors and cater for the need of the
Group’s global customers. The comparative figures in these
unaudited financial statements are translated from Renminbi
to Hong Kong dollars using the rate that approximate the
closing rate for balance sheet items and average rates for
the period under review for income statement items. The
change in presentation currency has no significant impact on
the financial position of the Group as at 30 June 2008 and
31 December 2007, or the results and cash flows of the
Group for the period ended 30 June 2008 and 2007.

Genesis Energy Holdings Limited £ ¥7 8 JRiZ & B IR A 7
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SIGNIFICANT ACCOUNTING POLICIES (continued)

The HKICPA has issued a number of amendments, new and
revised HKFRSs, which term collectively included HKASs and
Interpretations that are first effective or available for early
adoption for accounting periods beginning on or after 1
January 2008. Management has determined the accounting
policies expected to be adopted in the preparation of the
Group’s annual financial statements for the year ended 31
December 2008 on the basis of HKFRSs currently in issue,
which management believes, do not have a significant impact
on the Group’s prior year financial position and results of
operations.

The new and revised HKFRSs that will be effective or are
available for voluntary early adoption in the annual financial
statements for the year ended 31 December 2008 may be
affected by the issue of additional interpretation(s) or other
changes announced by the HKICPA subsequent to the date
of this interim financial report. Therefore, the policies that
will be applied in the Group’s financial statements for that
period cannot be determined with certainty at the date of
issuance of this interim financial report. The Group has not
applied any new standards or interpretations that are not yet
effective for the current accounting period (see note 3).

FESTTEEX @)

ERGHMASER/MGE TIEE ] REER]
SEMBRELERN (WRABeEIEESTEL]
NRE) H2008F1 1B EERHIE 2 ST
BB XER Al IR P IRM-BRIEB D B/H 2
EAEFHRELEY EEBOHTENEERY
HZE2008F12A31H L FEM B HERFRAZ
FEHBR URAZSETHRTEHASLE
A FEZHBERAREEEBEEEEATE-

PR BREL = 2008F 12 31 8 [ 4F [ 81 7% 5% B
Esk ] BERERERA I REBIIBEBING
WMEXA AREEXINEAGHMASERTH
MBHREBHENBZHNRBREME R
oAt AN B4R R 2008F F E B 15 K BB
TRAZ ST BERRENR AR B BRE LN
BT T TE o AN B A AN T BRI O R R AR AR A
M ARAERZ FER KRR (RMHES) -

Interim Report 2008 7 Hi & & 9



NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

10

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE ANNUAL ACCOUNTING
PERIOD ENDING 31 DECEMBER 2008

Up to the date of issue of this interim financial report, the
HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the
accounting period ending 31 December 2008 and which have
not been adopted in this interim financial report.

Of these developments, the following relate to matters that
may be relevant to the Group’s operations and financial
statements:
HKAS 1 (Revised) Presentation of Financial
Statements?
HKAS 23 (Revised) Borrowing Costs*
HKAS 27 (Revised) Consolidated and Separate
Financial Statements?
HKAS 32 (Amendments) Puttable Financial Instruments and
Obligations Arising on
Liquidation®

HKFRS 2 (Amendment) Vesting Conditions and
Cancellations?

HKFRS 3 (Revised) Business Combinations?

HKFRS 8 Operating Segments?

HK (IFRIC) — Int 13 Customer Loyalty Programmes®

o Effective for accounting periods beginning on or after 1 January
2009

2 Effective for accounting periods beginning on or after 1 July 2009

N Effective for accounting periods beginning on or after 1 July 2008

Management is in the process of making an assessment of
what the impact of these amendments, new standards and
new interpretations is expected to be in the period of initial
application. So far it has concluded that while the adoption
of them may result in new or amended disclosures, it is
unlikely to have a significant impact on the Group’s results

of operations and financial position.

Genesis Energy Holdings Limited £ ¥7 8 JRiZ & B IR A 7
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TURNOVER AND SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business segments. Business segment information is chosen
as the primary reporting format because this is more relevant

to the Group’s internal financial reporting.

(i) Business segments

The Group is currently engaged in the business of (i) the
operation of natural gas pipeline network and refilling
supplying natural gas and liquefied petroleum gas (“LPG”)
for vehicle use and sale of LPG in cylinder operations, and
(ii) exploitation and sale of crude oil:

Natural gas and LPG: The operation of natural gas
pipeline network and gas refilling
stations supplying natural gas and
LPG for vehicle use and sale of LPG
for vehicle use and sale of LPG in

cylinder.
Oil exploitation: Exploitation and sale of crude oil.
The Group was also involved in the operation of crude oil

transportation storage and unloading facilities investment
which were discontinued during the year 2007.

EXRERIBEWE
HEHERTEARBEL S BT ALEEE
EBEHBERHERATIEL B RARAEAS
B 2 R R

(i) RBEAFIB

AREE AR EATEHEERAREBES
R A PE T EE AR AR TR 52 A 48 0 2 8
ERERCEBR R)FRRHEE R

AARRBIEAHR: RBERRKAEBERG
EEEAEARAR
FogRAE A MR 2 4R
uh M E T E BRI
BB R K& R
apay::Eat

Aom B B R 2 3 6 JRUm o

REBTERERBER Fir LEHRERE
X ZEEBCR2007TFEL -
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NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

B 75 ¥R 2R MY &

(LB THE

4. TURNOVER AND SEGMENT REPORTING (continued) 4, EXERIBHWE (#)
(i) Business segments (continued) (i) ¥BoI &)
There are no sales or trading transactions between the EBoHETEHNEREER S ZEL IR
business segments. These segments are the basis on which EEERAFENHER I ELE - BHEZZTER

ZARPEREII T

the Group reports its primary segment information. Segment
information about these businesses is set out as follows:—
For the period ended 30 June 2008 B Z2008F6H30H LLHIME

Discontinued

Continuing operations operations

FEREER ERIEREER

Crude oil

transportation,

storage and

Natural gas oil unloading
and LPG exploitation Total services Consolidated

FEomER-

ARRAK #ER
RILBAHR vapi] k2 wE 0 o PR mE
HK$’'000 HK$’000 HK$’000 HK$’000 HK’'000
TERT FTERT TERT TERT TERT

Turnover - EER
Revenue from RENAEP
external customers A& 17,712 2,214 19,926 - 19,926
Segments results DEBELE 1,221 563 1,784 = 1,784
Unallocated operating AOBEE
income and expenses WAKERB (8,786) = (8,786)
Loss from operations KEER (7,002) - (7,002)
Finance costs =N (44) - (44)
Loss before taxation B R A &S 1B (7,046) - (7,046)
Taxation e (698) - (698)
Loss for the period RHEE (7,744) - (7,744)
Genesis Energy Holdings Limited &7 82 R 1% A2 B R 2 &)



4,

TURNOVER AND SEGMENT REPORTING (continued) 4, EHEEHERIBHRE (&)

(i) Business segments (continued)

For the period ended 30 June 2007

(i) E¥X2I &)
H Z£2007F6F30H I+ HfH

Discontinued

Continuing operations operations
FELEED ERIEREED
Crude oil

transportation,
storage and

Natural gas Oil unloading
and LPG exploitation Total services Consolidated
5 e i
KAREAR BER
RIEABR Aol R B H e AR 75 o
HK$'000 HK$’000 HK$’000 HK$’000 HK’000
FAT FAT FHT FAT FAEIL
Turnover - EEH
Revenue from REINREP
external customers 7 W 14,388 - 14,388 24,653 39,041
Segments results DEEE (1,097) - (1,097) 2,682 1,585
Unallocated operating AoBEE
income and expenses WARER (24,239) (3,667) (27,906)
Loss from operations REEE (25,336) (985) (26,321)
Finance costs B & B AR (110) (17,960) (18,070)
Loss before taxation Bk 5% B 5 48 (25,446) (18,945) (44,391)
Taxation g (299) - (299)
Loss for the period KHEIE 1B (25,745) (18,945) (44,690)

Interim Report 2008 F HAKE 13



NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

4. TURNOVER AND SEGMENT REPORTING (continued)
(ii) Geographical segments
In presenting information on the basis of geographical
segments, segment revenue is based on the geographical
location of customers. The Group mainly operates in the
People’s Republic of China (the “PRC”) (including Hong Kong)
and the United States of America (the “USA”). Information
about these geographical segments is set out as follows:

For the period ended 30 June 2008

B 75 ¥R 2R MY &

(LB THE

EXBERTBRE (#)

(ii) HED P

RO R2ERE D EBREREPAE
BN AKEIZETE (BEFE) REXBRKE
RETYH - FAZSHEZDMERFIIMAT:

HZ2008F6H30H It H /A

The PRC The USA Total
L xH wmEm
HK$’000 HK$’000 HK$’000
FET FER FET
Segment revenue 2 EB W =
Revenue from external customers REINARFTE 2 W
Attributable to: AR 278 JEAG -
— Continuing operations —HELEER 17,712 2,214 19,926
- Discontinued operations —ERIEEEER - - =
17,712 2,214 19,926
For the period ended 30 June 2007 H Z=2007F6A30H I+ HfA
The PRC The USA Total
H EH 4
HK$'000 HK$'000 HK$'000
FET FAET FET
Segment revenue Pl
Revenue from external customers RENREPR 2 W
Attributable to: AR 278 FEAG -
— Continuing operations —RHELEER 14,388 - 14,388
- Discontinued operations —ERIEGEER 24,653 - 24,653
39,041 - 39,041
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5.

LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:—

5. BRBAEE
BBAAERC NG

Six months ended 30 June

BZ6H30HLLAEA
2008 2007
HK$’000 HK$'000
FTERT FET
a) Finance costs a) ®MERAK
Continuing operations BEESEEL
Interest expenses on financial liabilities TEAFEFAEREZ
not at fair value through profit or loss MHBAaENEXH
— Interest on bank loans advances and —BRAFTAEHEEZ
other borrowing wholly repayable HITRRREMEEFRE
within five years 44 110
Discontinued operations ERIEEEEK
Interest expenses on financial liabilities e AFEFAEREZ
not at fair value through profit or loss BHEaEf BT
- Interest on bank loans advances and —BAREFAZEEEZ
other borrowing wholly repayable RITERREMEEFR S
within five years - 17,960
44 18,070
b) Staff costs by EIRX(BEESZ=#HE)
(including director’s remuneration)
Continuing operations BFEREER
Salaries, wages and other benefits e ITEREMEFR 4,371 4,257
Equity-settled share-based BARGEE AR D 2
payment expenses - 12,106
Contributions to defined contribution EREM PR IR 8 2 1R
retirement plan 119 92
4,490 16,455
Discontinued operations ERIEEEEK
Salaries, wages and other benefits e ITAERHEMEFR - 3,166
Contributions to defined contribution EREHFBRAKRETE 2 HRK
retirement plan - 214
- 3,380
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NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

5. LOSS BEFORE TAXATION (continued)

B 75 ¥R 2R MY &

(LB THE

5. BRBEATERE &)

Six months ended 30 June

HZ6H30R1EA<EA
2008 2007
HK$’000 HK$'000
FTER FH& T
c) Other items c) HfmEE
Continuing operations BFEREER
Cost of inventories FERA 11,219 8,279
Depreciation of property, ME - BELRETE
plant and equipment 6,923 7,206
Amortization of By
— prepaid lease payments —HEEMRE 80 42
- intangible assets —EmEEE 131 -
Operating lease charges: wERERY:
minimum lease payments =EBERK
— property rentals e /E Xk 1,173 474
Net loss on exchange difference [ & B EFE - 4,321
Discontinued operations BARIEEEERE
Cost of services AR 75 B AN - 21,967
Depreciation of property, ME-BEREETE
plant and equipment - 17,936

Amortization of prepaid lease payments

THE T TR IE#

6. OTHER REVENUE 6. Hftthz=
Six months ended 30 June
BZ6HA30HLA<EA
2008 2007
HK$’000 HK$'000
FER FET
Continuing operations BERSEER
— Interest income —RITFERF B WA
on bank deposits 546 2,052
— Dividend income — B U A 18 -
- Others — E A 15 39
579 2,091
Discontinued operations BRIEREEEK
- Others —EAfh - 106
579 2,197
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7.

TAXATION
Taxation in the consolidated income statement represents:

b

RAEBERMRAZHMARE:

Six months ended 30 June

BZ6H30HLLA<EA
2008 2007
HK$’000 HK$'000
FH&T FET
Continuing operations BEREER
— Provision for PRC income tax — NEARL IR
for the period — RSB %EE 698 299
Discontinued operations BRIEKEER = -
698 299

a) Continuing Operations

No provision for Hong Kong profits tax has been made in the
financial statements as the Group did not derive any income
subject to Hong Kong profits tax for the period ended 30
June 2008 and 2007. Taxes on profits assessable elsewhere
have been calculated at the applicable rates of tax prevailing
in the jurisdiction in which the Group operates, based on
existing legislation, interpretations and practices in respect
thereof during the period.

On 16 March 2007, the Fifth Plenary Session of the Tenth
National People’s Congress passed the Corporate Income
Tax Law of the PRC (“New Tax Law”) which took effect on 1
January 2008, the PRC income tax rate is unified to 25% for
all enterprises (2007: 33%).

Further under the New Tax Law, from 1 January 2008, non-
resident enterprises without an establishment or place of
business in the PRC or which have an establishment or place
of business in the PRC but whose relevant income is not
effectively connected with the establishment or a place of
business in the PRC, will be subject to withholding tax at the
rate of 10% (unless reduced by treaty) on various types of
passive income such as dividends derived from sources within
the PRC. The Group has already assessed the impact of the
New Tax Law regarding this withholding tax and considered
the New Tax Law would not have a significant impact on the
results of operations of the Group for the period ended 30
June 2008 and financial position of the Group as at 30 June
2008.

a) FEAREXEK

H Z=2008F 6 A30H &2007F 6308 [E /<A
A HBREERBLEER 2 AR BRI EEMA
BEHMBBRIEB 2 WA B8 F £ B #wK F
STIRERNE R ER A& 2 R & N
BAIERBHARNKEEKERERNEER 2 HRIT
FE REREMRERZERBERGE

R2007F3A16H FTEZEARREARESE
AR EHBRPECENGSRE ([FRE]) 8
BER2008F LALIBA M -BELEZFBIME
B R — 24— 5B25% (20074 : 33%) °

BIREFBE H2008F 1B 1B #E W IEER
MK ETEREEEHE KETPERIHE
RERALE I HABRAER EWIERE
FEKYSETFEEEEEMB AR IEERD
¥ BARZEERBRA (WRERFREZERE) &
T 10% (B FEIRIGAR ) B BT - NEE
EREHABIEATEZRE URABHBET
EHAEBE E2008F6 A30A LHM KL%
BERANEEPK2008F6 308 2 B BEMIRERKE

-
R
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NOTES TO THE R E

FINANCIAL STATEMENTS R
(Expressed in Hong Kong Dollars)
TAXATION (continued) 7. BIE(®)

a) Continuing Operations (continued)

No provision for income tax of the United States has been
made in the financial statements of the overseas subsidiaries
in Utah, the United States of America, as the subsidiaries
have no estimated assessable income for the six months
ended 30 June 2008 and 30 June 2007.

b) Discontinued Operations

No provision for PRC income tax has been made in the
financial statements of Xinjiang Xingmei Oil-Pipeline Co., Ltd.
(“Xingmei”), a former subsidiary of the Company established
in the PRC, as Xingmei has no estimated assessable income
for the six months ended 30 June 2007. Xingmei was
disposed of in October 2007.

a) FHEKER® (@)
REBEXBR MM ZBINKB AR 2 MIHE
AT EREBEASRERER RREZEME
A Al #H £2008F 6 HA30H & 200746 H30H It
B A R b ET RO A -

b) TDRILEEET

AR —REFEKLZAINBRARAFEEER
MEBBRAR ([E2%]) 2MBEREALERR
PEIFTE IR R RESEXE E£2007F6
A30B IR EARI M ERBER -2XE
2007108 & e

DIVIDENDS 8. RE

The directors have not declared nor proposed any dividends FEEWESTRAHERE E2008F6 A30H (E/< @
in respect of the six months ended 30 June 2008 (2007: A28 (20074 £&)

Nil).

LOSS PER SHARE 9. BREE

a) Basic loss per share a) BERELXEE

The calculation of basic loss per share is based on the loss
attributable to equity holders of the Company of
HK$7,744,000 (six months ended 30 June 2007:
HK$44,690,000) and the weighted average of 4,225,466,000
ordinary shares (2007: 3,992,735,000 ordinary shares) in
issue during the period, calculated as follows:—

ERERNBERBEAARRESEAEBLER
7,744,000/ 7T (B Z2007F 6 A30H 1L/ @ A
44,690,000 7T) - AR EARE BT E @R 2 N
1 F 9 814,225,466,0000% T iE A% (20074 :
3,992,735,000k Ei@AR) st HE  FRAT:

Six months ended 30 June

HZ6H30HILLAEA
2008 2007
HK$’000 HK$’000
F#E T FET
Continuing operations BEREEL 7,744 25,745
Discontinued operations BRIEKEER = 18,945
7,744 44,690
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9.

10.

11.

LOSS PER SHARE (continued)
a) Basic loss per share (continued)

BRER 8
a) BREXEE &)

Number of shares

B%EE

At At

30 June 2008 30 June 2007

20086 A30H 20076 830H

Weighted average number of ’000 000

ordinary shares TERMEFLSH T B® T %

Issued ordinary share at 1 January R1A1B B 81T 4,224,884 3,585,134

Effect of shares issued by the placing BEREEETRG 27 - 35,342

Effect of share option exercised BITEEREZZE 582 372,259

Weighted average number of K6 A 308 Z i@k

ordinary shares at 30 June 4,225,466 3,992,735

b) Diluted loss per share b) BREEEE

No disclosure of diluted loss per share for six months ended
30 June 2008 and for six months ended 30 June 2007 is
shown as the Company’s outstanding share options have
antidilutive effect.

ACQUISITION OF PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2008, the Group
incurred capital expenditure of property, plant and equipment
with a cost of HK$14,081,000 (for the six months ended 30
June 2007: HK$19,096,000).

OTHER FINANCIAL ASSETS

During the six months ended 30 June 2008, the Group
acquired financial assets representing shares of listed
companies in Hong Kong with a cost of HK$2,345,000 (31
December 2007: Nil). There is no significant difference
between the fair value and the cost of the financial assets
as at 30 June 2008.

10.

11.

ARARFMARITEBRESREETE WA
Z 20084 6H30H & 200746 H30H LE/< 8 A
HANYERESREEER-

BEVMEX BERSKE

HZE2008F6A30B IFNE A NEBEBRYE-
BER&EE 2 ERFZKAR 14,081,000 T
(H Z2007F 6 A 30718 A : 19,096,000/
JT) °

Hitt it B &EE

HZ2008F6HA30H IERNEAA NEBEBARE
B ETE ARG 2 B EEKA S 2,345,000
770 (R20074 124318 : ) - 72200846 A 30
H UWBEECATFEEERNATESKER.
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NOTES TO THE

FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

12. TRADE AND OTHER RECEIVABLES

B 75 ¥R 2R MY &

(LB THE

12, BRI A fth f&E KR

At At
30 June 2008 31 December 2007
2008F6H30H 20074 12A31H
HK$’000 HK$’000
FEx FET
Utility and other deposits KEREMES 7,078 3,731
Prepayments and other receivable T8 - I8 K E i fE U R IE 950 928
Prepaid lease payments HEBENNRIE 292 292
Others Hm 555 363
8,875 5,314

13. CASH AND CASH EQUIVALENTS 13. BEeRBEEEEY
At At
30 June 2008 31 December 2007
2008 6H30H 20074 12F31H
HK$’000 HK$’000
FER FETT
Deposits with bank RIRIT 2 EHTFR 30,000 80,000
Cash at bank and in hand EMmRTERERE 22,647 31,224
52,647 111,224
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14. TRADE AND OTHER PAYABLES

15.

14. BRI K E B A RIE

At At
30 June 2008 31 December 2007
200846 H30H 2007128 31H

HK$’000 HK$'000
FHET FET
Accrued expenses and EREAR
other creditors H b T ER X 4,321 3,620
Due to minority equity holder of FET — KB B A R Bk i
a subsidiary (note (i)) A AFIE (M) 2,838 6,591
Due to controlling shareholder JE -5 58 A B 3R SR IR (B R (i)
(note (ii)) 1,224 36,348
8,383 46,559
Notes: B 3
(i)  The amount due to minority shareholder, EB & MR A 7, (i) ERLERRERSMRA A RIRIEREER-
is unsecured, interest free and has no fixed terms of repayment. SERERTEERBR
(i)  The amount due to controlling shareholder of the Company, (i) ENERBREEEEEEGRAFNEASEKT.
Hong Chang Group Limited, is unsecured, interest free and S B REREEERSR.
has no fixed terms of repayment.
SHARE CAPITAL 15. B
During the six months ended 30 June 2008, the number of HZ2008F 64300 1<l A ERIEARQFE
issued ordinary share of the Company was increased from RETEITEEREUARBERATROMETE
4,224,883,936 shares to 4,226,883,936 shares following P& EI{E 0.017% 7T 2 2,000,0000% 37 & @ A% 18 - A&
the issue of 2,000,000 new ordinary shares of HK$0.01 NRIDEITEMREE B4,224,883,936/K1EE
each as result of the exercise of option to subscribe for 4,226,883,936/% °

shares of the Company under the share option scheme of

the Company.

Interim Report 2008  HARE 21



NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

16. COMMITMENTS
a) Capital commitments outstanding as at 30 June 2008
not provided for in the financial statements of the Group

were as follows:

B 75 ¥R 2R MY &

(LB THE

16.

A
a) M2008F6A30R  WARENEBGEHRE
NIREEE 2 KRB EARFAED T

At At
30 June 2008 31 December 2007
200856 H30H 2007412/ 31H

HK$’000 HK$'000
FHET FAET
Contracted for 2EIA
Continuing operations HEREED
— acquisition of motor vehicles —-BEA = 576
— capital contribution —-WEBRAZRAETE
in a subsidiary 3,126 5,078
3,126 5,654
Authorised but not contracted for EREERTAN
Continuing operations FEIEE X
— operation of an oil — A HAKIER
exploitation project 134,138 126,149
137,264 131,803

b) As at 30 June 2008, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

(=)

) 7A200846A30H TR HHLERE 2 H
RN ZREBREFBEEABNT:

At At
30 June 2008 31 December 2007
200846 H30H 2007F12A31H

HK$’000 HK$’000

FTER FAT

Within 1 year 147X 2,204 2,666
After 1 year but within 5 years 1F B ESFA 791 1,941
2,995 4,607

The Group is the lessee in respect of a number of properties
held under operating leases. The leases typically run for an
initial period of one to two years without an extension option.

None of the leases includes contingent rentals.
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17. MATERIAL RELATED PARTY TRANSACTIONS

a) Amounts due to minority shareholder and
controlling shareholder

The amount due to minority shareholder and controlling

shareholder of the Group are disclosed in the note 14(i) and

(ii) to the financial statements.

b) Operating lease income

During the six months ended 30 June 2008, the Group leased
out the natural gas pipeline under operating leases to a
minority equity holder of its subsidiary, B & # M A & 2 7
from which the Group received pipeline leasing income of
approximately HK$500,000 (for the six months ended 30
June 2007: HK$504,000).

c) Key management personnel remuneration
Details of compensation paid to key management personnel
including the directors of the Company are as follows:—

17. ERBEATRS

a) ENPERRRERBRRNRE

JEM RSB D EIR R RIER IR RIBBRY B HRE
M EE14¢) R (i R -

b) RKEHEWA

HE2008F6A30H LA A NEBERELSE
HE BRAREERTEMNBRARZ D HRE
BRAEAERYTMARR AEEAERSTHR
RARWEIEEHEE R A% 500,000/ 7T
(# Z=2007F6A30A 1L/~ f8 A : 504,000/%
JT) e

c) TEEBASMS
ENESERAR (BEAARNEE) MewE
T

Six months ended 30 June

BZ6H30HLLAEA
2008 2007
HK$'000 HK$'000
FET F#& T
Salaries and other benefits including HekEMBERN:
the contribution to defined contribution & 3E & 2t FUR IRET &) 2 3%
retirement plan 2,005 2,156
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NOTES TO THE
FINANCIAL STATEMENTS

(Expressed in Hong Kong Dollars)

18. POST BALANCE SHEET EVENTS

a)

Subsequent to the balance sheet date, the Group
entered into an agreement with an independent third
party on 4 July 2008 in relation to acquisition of oil
fields in the United States of America at consideration
of US$750,000. Details of the transaction were
disclosed in the Company’s announcement dated 8 July
2008.

Subsequent to the balance sheet date, a 50% owned
joint venture of the Group entered into a legal binding
Memorandum of Understanding on 17 July 2008 in
respect of the formation of a proposed joint venture to
be engaged in the oil and natural gas exploration
business in Tasmania, Australia. Details of the
transaction were disclosed in the Company’s joint
announcement dated 22 July 2008.

19. COMPARATIVE FIGURES

24

Certain comparative figures have been reclassified to conform
to the current period’s presentation.

Genesis Energy Holdings Limited £ ¥7 8 JRiZ & B IR A 7

B 75 ¥R 2R MY &

(LB THE

18. iR E 15

a)

NEEHE NEENR2008F7 48 81—
HIE B = 7 g AR B £ € 750,000 T I
BUREBRZHHI Y —DHE a8 5
B D N2008FE7A8H 2 AR BB E T

= o

REFE R RNEBEBRT —FFE50% 50
ZEERTF HN2008F7A17TH B AR aEH
—FERMNEER DR EMAMIRER
MRBIKABDEMLEEZRORD
iR ERE- AERZ S5 EER2008F7
B22B 2 ARQRIBABEPIERE-

19. LB HF
ETHBURFEENHFUAGAEB 2R
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

For the six months ended 30 June 2008, Genesis Energy Holdings
Limited (the “Company” or “Genesis Energy”) and its subsidiaries
(collectively known as the “Group”) recorded a turnover of HK$19.9
million (2007: HK$14.4 million) from continuing operations. Loss for
the period from continuing operations was HK$7.7 million (2007:
HK$25.7 million).

It has not been easy for the first six months of 2008. The first
horizontal drilling was done in Utah in the first quarter of this year.
However, the construction and rework of the facilities have been
seriously affected and delayed due to the unprecedented snowstorm
in the region. The oil production has not been stable until recently in
the third quarter. The first drilling in our Xun Yi Oilfield, Shaanxi was
initially scheduled in May this year. Unfortunately, the horrendous
scale of the tragedy from the massive May 12 Wenchuan Earthquake
has adversely affected the entire schedule of the drilling and other
related logistics. The quake has as well seriously affected and delayed
the progress of the project in Inner Mongolia, in which the Group
serves as operator of the E Tuo Ke Oil & Gas Field.

Upstream Operations

Grassy Trails oil field, Utah, the United States

The acquisition of Grassy Trails oil field was completed in June 2007.
Grassy Trails oil field located in both Emery County and Carbon County,
Utah, with an area of approximately 26 km?2. It was discovered in
1962 and it has yielded approximately 600,000 barrels of golden-
colored, light, sweet crude oil since then. In February 2008, we have
completed the first horizontal drilling on Federal 12-13, and the proven
reserve of crude oil on Grassy Trails has been revised up to about
1.36 million barrels. However, due to the unprecedented snowstorm
in the region, the follow up set up and rework of the supporting
facilities have been seriously affected and delayed. The production of
oil has not been stable until recently in August.

Four Corners Area oil field, the United States

In May 2008, the Group entered into an agreement to form a joint
venture (the “JV”) with an oil company in Nevada (the “U.S. Party”) to
acquire an oil field located in the Four Corners Area of Colorado, New
Mexico, Utah and Arizona from an independent third party at a total
consideration of USD750,000. The JV is owned as to 51% by the
Group and 49% by the U.S. Party. Pursuant to the JV Agreement, after
the Group has first received all the initial capital and additional
contribution with respect to the first well to be drilled by the JV, the
Group and the U.S. Party will then share 51% and 49% of the net
profits generated from the oil exploitation project respectively. The oil
field in Four Corners Area encompasses an area of approximately
6.5 km?, with historical oil production of approximately 114,000
barrels since 1984. According to our latest reserve report done in
August 2008, the estimated proven reserve of the said oil field is
approximately 700,000 barrels. As the said oil field has proven
historical production record, the investment risk is relatively low.
Rework on the existing wells has been done and commercial
production has commenced subsequent to date of this report.

XK ERE

H 22008F6A30H AL AlFERIZR AR A A
(IRRESTAIFER]) REWB AR (FfE[ A%
E]) B REFEEFNE %% 519,900,000 T
(20074 :14,400,000/8 7T ) « M [A) ER435 48 2 75 AT 5L
518 &7,700,0007% 7T (20074 : 25,700,000/ 7T ) °

2008 FHERNARREBIRENYF - SFE—FE-
BEMNE —EXRFHDRTEK-ER ZHERAKRE
MERSBREFEVERT RENERMEEZ -BFI&
ME=FE AHEESRE FTR-PERAESHMH
WE-—NEFASRONEFAIAHIT BETENE 51
V2B AR KRB EENE R HHRMAN
BEBHEEDERBNR TFELTHERED
FE-MAREEELENATASERMRE R
WRMWETEMBREWTERT B LIENEE-

EiEEXK

2E 50 J5 th JN B 12 d

EOHAEM K E R E2007E6 A TR E A AR
MM ERBRRAR DELH26FHRE AR
19624 330 - & & 600,000/ % & 8 E (K i 5 o
2008F 27+ ST i iE B EKF H B H12-135% - [
B EOMEMERBHEENEBLI36ERM-TB AR
ZHWRERNERS FHERERYNEENRLERIE
MEBRETENTR - FRHEEEDNRANSAEBAA

£ B 7Y A 5% 12 13 08

2008F 57  AEEE -KUMNANEENNABA A
(TEEF]) £E2HFEAKEE QA WATSEETLH
REVBYE=ZFURETURBENZMN FEEF
N~ 88 b M 0 38 1 S5 BR PN PO PN B [ 15 A — (B o AKX
SEMERF D FESE SR FI51%F49%H) % (7 1R
Beems AEEEWRBAAME VR AEARRITE —
CURFRZ N SEER SR ESE I AAREE
B FTE £ RS HI51%HM49% © R A mEfE496.5F 5 A
B 01984 F AR v M 48 = 2 #7114,0001% - 1B 52008
FARMBKHBFEERS RMGBMLHEANKEHZE
HroEm-ARNWAHABRAEREELS Bt
MIEERBAER/ N -BERANEEIEETENK B
BEEEEELENBREERAREE-
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW (continued)

Upstream Operations (continued)

Xun Yi oil field, Shaanxi, the PRC

In August 2007, the Group entered into a legally binding cooperation
agreement with a PRC partner in relation to an oil exploration and
exploitation project in Shaanxi Province, the PRC. It covers a site area
of over 500 km?. Pursuant to the cooperation agreement, the PRC
partner shall provide the use of the oil development zone, while the
Group shall carry out exploration and exploitation works. The Group
and the PRC partner shall each share 95% and 5% respectively of
profits generated from the project. The oil field is located in Shaanxi
Province and stretches across the northern part of Xun Yi County, Zhi
Tian Town, Qiu Po Tou Town, Ma Lan Town, Qi Li Chuan in the eastern
part of Xun Yi County and Cheng Guan Town. According to a preliminary
technical report by our geologists, petroleum initially in place is
approximately 510 million barrels of crude oil. The drilling programme
was unfortunately adversely affected by the May 12 Wenchuan
Earthquake. The drilling of the very first well has just started in mid
September this year. Despite the delay, the Board is still confident
that this is the kind of business model to drive our further
developments in the fuel-producing Shaanxi-Gansu-Ningxia area.

E Tuo Ke oil and gas field, Inner Mongolia, the PRC

In February 2008, the Group entered into a legally binding operating
agreement with another PRC partner, pursuant to which the Group is
commissioned to be the operator of the E Tuo Ke Oil & Gas Field in
Inner Mongolia (N5 &S84 5 B H, “E Tuo Ke”). As the operator of the
project, the Group will provide related investigation, exploration and
operating services for a number of prospects in E Tuo Ke to which our
PRC partner holds the exploration right together with the ownership.
The owner will fund the operating costs of our team for E Tuo Ke. The
Group will receive a 7% management fee based on the net sales
revenue of E Tuo Ke, after deducting depreciation as well as certain
direct expenses. Pursuant to the agreement, the Group has
commissioned the College of Earth Sciences, Jilin University to
conduct a new geological study of the E Tuo Ke block in order to draw
up a detailed drilling scheme, which is scheduled to be completed in
September 2008. Our PRC partner in Inner Mongolia will enjoy strong
leverage of our experience in oil and gas exploration and production
while this agreement will open up for us a new stream of management
fee revenues. This collaboration model will bring a low risk opportunity
for the Group to enjoy returns from a project of great potential.

Downstream Operation

Natural Gas Pipeline Network

The natural gas pipeline network is operated by our subsidiary Lejion
Gas Co. Ltd. (“Lejion Gas”), which the Group owns as to 72% of its
equity interest. Last year, Lejion Gas entered into a short term
contracting agreement with the local government that the business of
sale of piped natural gas would be operated by the local government
while Lejion could focus its resources to the business of refilling
stations which supply natural gas and LPG for vehicle use. This
reallocation of resources has brought improvement to the sales of
natural gas at refilling stations.
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FINANCIAL REVIEW

Turnover and Loss Attributable to Shareholders

Turnover from continuing operations for the Group for the six months
ended 30 June 2008 increased by 38% to HK$19.9 million (2007:
HK$14.4 million). Loss for the period from continuing operation was
substantially narrowed down by 70% to HK$7.7 million (2007: loss of
HK$25.7 million).

Turnover was mainly sourced from natural gas pipeline network that
recorded a turnover of HK$17.7 million for the six months ended 30
June 2008, representing a 23% increase comparing with the
corresponding period of last year (2007: HK$14.4 million). The
revenue of HK$2.2 million was contributed by the oil exploitation in
Grassy Trails oil field, in Utah.

Liquidity, Financial Resources and Capital Structure

As at 30 June 2008, the net assets of the Group were HK$261.7
million (31 December 2007: HK$260.8 million) while its total assets
were HK$270.1 million (31 December 2007: HK$307.9 million). As at
30 June 2008 and 31 December 2007, the Group’s gross borrowings
net of cash and bank balances was nil, therefore the gearing ratio
based on total assets was 0% accordingly. The current ratio as at
balance sheet date was 7.3 (31 December 2007: 2.5). In terms of
the gearing ratio and current ratio, the balance sheet of the Group as
at 30 June 2008 was sound and healthy, together with the anticipating
cash flow from the upstream operation, it will place the Group in a
strong financial position to take advantage of new attractive oil and
gas investment opportunities that may arise.

Foreign Exchange Fluctuation

The Group is exposed to currency risk primarily through sales and
purchases transactions and recognized assets and liabilities that are
denominated in a currency other than the functional currency of the
operations to which they relate. At 30 June 2008, no related hedges
were made by the Group. In respect of trade and other receivables
and payables held in currencies other than the functional currency of
the operations to which they relate, the Group ensures that the net
exposure is kept to an acceptable level, by buying or selling foreign
currencies at spot rates where necessary to address short-term
imbalances.
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MANAGEMENT DISCUSSION AND
ANALYSIS

OUTLOOK

Drilling has commenced in the oil project in Shaanxi Province which is
our first move in the region. Being an oil field operator in E Tuo Ke oil
field will bring a low risk opportunity for the group to enjoy returns
from a project of great potential. To meet new opportunities associated
with new challenges, in addition to the oil field in the PRC and United
States, the Group has been actively developing the oil exploration and
exploitation operation internationally as well.

In June 2008, the Group formed a strategic 50/50 joint venture with
New Times Group Holdings Limited (HKEx: 166) for possible
investment in oil and gas sector. The first project of this JV was the
signing of a legally binding memorandum of understanding (“MOU”)
with Empire Energy Corporation International (“Empire Energy”)
(OTCBB: EEGC) and related parties in July 2008 in respect of a
proposed joint venture for oil and gas exploration business in
Australia.

Pursuant to the MOU, Genesis Energy and New Times JV will extend
to Empire Energy a secured loan of up to AUD5 million (approximately
HK$38 million) for the granting of an option to enter into a joint
venture agreement for the exploration and development of any oil and
gas resources in an oil and gas field in Tasmania, Australia, subject
to the result of drilling of the first exploration well to be performed by
Empire Energy. Empire Energy through a wholly-owned subsidiary holds
a valid Tasmanian exploration license SEL 13/98, which covers
15,410 km? and most of the prospective parts of the Tasmania Basin
in Tasmania.

According to the seismic survey results as well as other test
information, Empire Energy has recently estimated that its 14
identified structures on SEL 13/98 may hold undiscovered prospective
petroleum resources of between 535 million and 2.29 billion barrels,
potentially between US$53 billion and US$229 billion of US$100 per
barrel. The drilling of the first exploration well by Empire Energy will
start by end of September 2008.

Despite the subprime crisis in the United States and the tightening of
macro-economic control measures in mainland China will have certain
impacts on the regional economy, the Group will actively search for
quality Chinese and overseas oil and gas assets as investment
opportunities. We are still committed to build our Group into one of
the leading players in oil and gas sector in the greater China region;
and targeting at creating best possible return for our investors.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2008, the Group employed approximately 160
employees. The remuneration policies of the Group are based on the
prevailing remuneration level in the market and the performance of
respective companies and individual employees.
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OTHER INFORMATION

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2008, the interests of the directors (the “Directors”)
of the Company in the shares and underlying shares of the Company
or any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SF0”)) as recorded
in the register maintained by the Company pursuant to section
352 of the SFO or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors

of Listed Companies (the “Model Code”) were as follows:

Long positions in the shares and underlying shares of
the Company

Htt &

EERROREBROPES

R2008F6A308 AABEE([EF]) RAREHK
HAEMBEEE (AEEARBERI ([EFHRBE
el ] ) EXVERETIR T 2 &) 2 IR R AR AR 10+
EHMAQRIRBEESFRAEKOEI2RGFEZE
EMAESRE LM AR ESETESFIIMIZAES
A (PR MBMERAARIREBHMERSHME
PRAR ([BERET]) 2#mmT:

RAQXARGREBROFERZHR

Interests in shares/ Capacity/ Number of shares/
Name of Director underlying shares Nature of interest underlying shares held
EEng RO RAEBERGPES B REmMtE mERSG FHEARGEE
Xing Xiao Jing Shares Corporate 1,723,830,650
THB B% & A% 17 ~A]
Share Options Personal 42,000,000
i g & A
Kong Siu Tim Shares Personal 10,500,000
i) A= 15 & A
Share Options Personal 47,000,000
i A & A
Ma Ji Share Options Personal 40,000,000
5 i R & A
Ni Zhenwei Share Options Personal 4,000,000
{7 ¥ (& R & A
Yip Ching Shan Share Options Personal 4,000,000
25U i i & A
Wong Kwok Chuen Peter Share Options Personal 4,000,000
=EZ2 i i 1 1 A
Notes: (1) Particulars of directors’ interests in the share options of the e (1) BEERAQRBERENESFIEHN [BARET
Company are set out in the section “Share Option Scheme”. 2 —#e
(2) 1,662,795,650 shares were owned by Hong Chang China (2) 1,662,795,6508% f% 17 5 3% 2 7 Bl & R A A7)

Limited, a company wholly owned by Hong Chang Group Limited
which in turn is wholly and beneficially owned by Ms. Xing Xiao
Jing. In addition, Hong Chang Group Limited directly and
beneficially owned 61,035,000 shares in the Company.

Save as disclosed above, as at 30 June 2008, none of the Directors
and chief executive of the Company had any interests or short
positions in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

B REFBHAERATEBEEEERAAZE
A MEBAREFTEIREMERLLE2ER
BmA N BEREERATEEZERERE
561,035,000/ I 15 °
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OTHER INFORMATION

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to an ordinary resolution passed by the shareholders of
the Company on 6 March 2002. The Scheme is in full compliance
with the relevant requirements of Chapter 17 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing

Rules”).

As at 30 June 2008, the Directors and employees of the Group
had the following personal interests in options to subscribe for
shares of the Company granted at nominal consideration under
the Scheme. Each option gives the holder the right to subscribe
for one share. Details of share options held by the Directors and

employees of the Group and movements in such holdings during

\
/!

fE IR T

AR R BT B ([5181]) ThiR #2002
3ACAMARARRRBB ERABR HUTEH
AMRAES EWRA ([ EHRAD E+LE2HH
B

20086 A30H AEBEE KR BENRIFF 824
BERERHATRBBEARARND ZBREPEEUTZ
EARZ-BNBRERTHEARE RO 2#
M-AEBEZEREEXRHAMFTRREREZSHHE
N TR:

the period are as follows:

Number of options

BREHE
Outstanding Granted Exercised Outstanding
at 1 January during during at 30 June Exercise price
2008 the period the period 2008 Date of grant Exercise period per share
#2008%F H 20085
1818 6A30AH BREGZ
8 RATE REREL RERATE HATE REBH TR TEE
(D.M.Y) (D.M.Y) HK$
(B.A.5) (B.R.%) BT
Directors:
g5
Xing Xiao Jing 3,000,000 - - 3,000,000 02.11.2005 03.11.2005 - 02.11.2010 0.035
jiiil= 30,000,000 - - 30,000,000 02.11.2006 02.11.2006 - 01.11.2011 0.053
9,000,000 - - 9,000,000 22.08. 2007 22.08.2007 - 05.03.2012 0.375
Kong Siu Tim 5,000,000 - - 5,000,000 02.11.2005 03.11.2005 - 02.11.2010 0.035
T 25,000,000 - - 25,000,000 02.11.2006 02.11.2006 - 01.11.2011 0.053
17,000,000 - - 17,000,000 22.08.2007 22.08.2007 - 05.03.2012 0.375
Ma Ji 15,000,000 - - 15,000,000 02.11.2005 03.11.2005 - 02.11.2010 0.035
55 25,000,000 - - 25,000,000 02.11.2006 02.11.2006 - 01.11.2011 0.053
Ni Zhenwei 4,000,000 - - 4,000,000 22.08.2007 22.08.2007 - 05.03.2012 0.375
Rk fE
Yip Ching Shan 4,000,000 - - 4,000,000 22.08.2007 22.08.2007 - 05.03.2012 0.375
EE5L
Wong Kwok Chuen Peter 4,000,000 - - 4,000,000 22.08.2007 22.08.2007 - 05.03.2012 0.375
BEH2
Employees 7,000,000 - - 7,000,000 02.11.2005 03.11.2005 - 02.11.2010 0.035
B8 50,000,000 - - 50,000,000 02.11.2006 02.11.2006 - 01.11.2011 0.053
297,250,000 - 2,000,000 295,250,000 26.01.2007 26.02.2007 - 25.02.2012 0.189
362,000,000 - - 362,000,000 22.08.2007 22.08.2007 - 05.03.2012 0.375
Note: During the six months ended 30 June 2008, the weighted average Miax: B ZE2008F 64300 ENEARN ARARGL R EETE

closing price of the Company’s shares immediately before the date on

which the options were exercised was HK$0.295 per share.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2008, the following persons, not being a Director or
chief executive of the Company, had an interest in the shares of
the Company as recorded in the register required to be kept under

section 336 of the SFO, the details of which are set out below:

FERRz2HER
M2008F6HA30H IRIEESH K E KA EI36IKTE
ZERMArESE AT AT (LIERRBESHITHA
H)RARARZROTHEEERNO T

Long position in shares of the Company REQATRGIPEEZHRE
Number of

Name of shareholder Capacity/Nature of interest shares held
KRR AR B EMtE FERODEE
Hong Chang China Limited Beneficial 1,662,795,650
HEFBEBERAQR EnER
Hong Chang Group Limited Corporate 1,662,795,650
BEERBEERRAT N

Beneficial 61,035,000

EmER

Note: 1,662,795,650 shares were owned by Hong Chang China Limited,
a company wholly owned by Hong Chang Group Limited which in
turn is wholly and beneficially owned by Ms. Xing Xiao Jing, the
Chairman of the Board of the Company. In addition, Hong Chang
Group Limited directly and beneficially owned 61,035,000 shares.

Saved as disclosed above in this section, as at 30 June 2008, the
Company has not been notified of any other persons (other than
the Directors or chief executive of the Company) who had any
interest or short position in the shares and underlying shares of
the Company as recorded in the register required to be kept under
Section 336 of the SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the six months ended 30 June 2008, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any

of the Company’s listed securities.

Mi&E: 1,662,795,650MR % JhEEEFEER QA FHEHE <16
EFHERAFBEEEEERAFNEERE MmiEd
AHESeXFEMERLT2EREXHE LI B
EEEERAREERELHEHF 61,035,000 % -

Br £ XATIEEE & S 7220084 6 A30H @ AN A A) I
EAMEMAL CREERARZESRITHRAR) B
MR EHE RIEZES RIS K958 3361F B 811
B A2a RO RAERO SN EMIER AR -

BE - BExHE LTRSS

&L E 200846 B30 R 1E/XE A » A A 7l 5 B AE o] &8
AR ERE BEOHEARREM LEHES-
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OTHER INFORMATION

AUDIT COMMITTEE

The Audit Committee, which comprises all Independent Non-
executive Directors, has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed auditing, internal controls and financial reporting matters
including a review of the unaudited interim financial statements of
the Company.

CORPORATE GOVERNANCE

The Company has complied with the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 of the Listing
Rules throughout the six months ended 30 June 2008 except for
Code Provision A.4.1 which requires that non-executive directors
should be appointed for a specific term and subject to re-election.
None of the existing Non-executive Directors (including Independent
Non-executive Directors) of the Company is appointed for a specific
term. However, as all of them are subject to the retirement
provisions of the Bye-laws of the Company, the Company considers
that sufficient measures have been taken to ensure that the
Company’s corporate governance practices are no less exacting
than those in the Code.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
The Company has adopted the Model Code (the “Model Code”) for
Securities Transactions by Directors of Listed Issuers as set out
in Appendix 10 to the Listing Rules as the Company’s code of
conduct and rules governing dealing by all directors in the securities
of the Company.

All directors have complied with the required standard regarding
directors’ securities dealings set out in the Model Code during the
six months ended 30 June 2008.

By Order of the Board

Kong Siu Tim

Executive Director

Hong Kong, 22 September 2008
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