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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take 
no responsibility for the contents of this announcement, make no representation as to its accuracy or 
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in 
reliance upon the whole or any part of the contents of this announcement.
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INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2012

INTERIM RESULTS

The board (the “Board’) of directors (the “Directors”) of China Oil And Gas Group Limited (the 
“Company”) is pleased to announce the unaudited condensed consolidated interim results of the 
Company and its subsidiaries (collectively the “Group”) for the six months ended 30 June 2012 (the 
“Period”).

The unaudited condensed consolidated financial information for the Period has not been audited but has 
been reviewed by the Company’s audit committee (the “Audit Committee”).

FINANCIAL HIGHLIGHT

• Basic earnings per share was HK cents 3.081 with an increase of 44% over the last corresponding 
period.

• Profit attributable to owners of the Company amounted to HK$152 million with an increase of 
43% over the last corresponding period.

• Gross profit was HK$485 million with an increase of 19% over the last corresponding period.

• Gas sales, transmission and logistic transportation volume in aggregate reached 1,748 million m3 
with an increase of 29% over the last corresponding period.

• Turnover amounted to HK$2,358 million with an increase of 16% over the last corresponding 
period.
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CONSOLIDATED INTERIM CONDENSED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2012

  Unaudited Unaudited
  (6 months) (6 months)
  1.1-30.6.2012 1.1-30.6.2011
 Notes HK$’000 HK$’000

Revenue 3 2,357,861 2,032,558
Cost of sales  (1,873,061) (1,626,667)
   

Gross profit  484,800 405,891
Other income and gains, net  47,893 8,030
Selling and distribution costs  (18,294) (12,629)
Administrative expenses  (93,613) (73,545)
   

Operating profit  420,786 327,747
Interest income  19,291 8,918
Finance costs  (37,928) (21,825)
Share of loss of a jointly-controlled entity  (1,863) –
   

Profit before taxation  400,286 314,840
Taxation 4 (90,438) (63,234)
   

Profit for the period  309,848 251,606

Other comprehensive income:
 Currency translation differences  – 70,507
   

Total comprehensive income for the period  309,848 322,113
   

Profit for the period attributable to:
 Owners of the Company  152,270 105,727
 Non-controlling interests  157,578 145,879
   

  309,848 251,606
   

Total comprehensive income attributable to:
 Owners of the Company  152,270 152,732
 Non-controlling interests  157,578 169,381
   

  309,848 322,113
   

Earnings per share 5
 – Basic  3.081 cents 2.136 cents
 – Diluted  3.058 cents 2.116 cents
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CONSOLIDATED INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION
As at 30 June 2012

  Unaudited Audited
  At 30.6.2012 At 31.12.2011
 Notes HK$’000 HK$’000

Non-current assets
Property, plant and equipment  2,501,333 2,314,583
Land use rights  126,618 118,860
Intangible assets  1,033,841 1,033,883
Interests in a jointly controlled entity  41,967 43,831
Available-for-sale financial assets  685,483 288,095
Other non-current assets  224,184 224,184
   

  4,613,426 4,023,436
   

Current assets
Inventories  212,910 174,954
Deposits, trade and other receivables 7 578,817 448,688
Financial assets at fair value through profit or loss  71,087 426,543
Time deposits with maturity over three months  731,762 –
Cash and cash equivalents  1,934,886 2,027,915
   

  3,529,462 3,078,100
   

Current liabilities
Trade and other payables 8 524,874 487,200
Receipt in advance  995,745 1,005,382
Short-term borrowings  1,203,702 397,799
Current tax payable  11,475 46,414
   

  2,735,796 1,936,795
   

Net current assets  793,666 1,141,305
   

Total assets less current liabilities  5,407,092 5,164,741
   

Non-current liabilities
Long-term borrowings  952,540 952,540
Deferred tax liabilities  14,097 14,907
   

Total non-current liabilities  966,637 966,637
   

Net assets  4,440,455 4,198,104
   

Equity
Equity attributable to owners of the Company
Share capital  49,654 49,521
Reserves  2,828,162 2,709,954
   

  2,877,816 2,759,475

Non-controlling interests  1,562,639 1,438,629
   

Total equity  4,440,455 4,198,104
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) BASIS OF PREPARATION

The unaudited condensed consolidated interim financial statements of the Group have been prepared in accordance 

with Hong Kong Accounting Standards (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong Institute 

of Certified Public Accountants (“HKICPA”) and Appendix 16 to the Rules Governing the Listing of Securities on 

The Stock Exchange of Hong Kong Limited. These interim financial statements should be read in conjunction with the 

Group’s audited financial statements for the year ended 31 December 2011.

(2) SIGNIFICANT ACCOUNTING POLICIES

These interim financial statements have been prepared under the historical cost convention, as modified by revaluation of 

financial assets at fair value through profit or loss, which are carried at fair values.

The accounting policies applied and methods of computation used in the preparation of these interim financial statements 

are consistent with those used in the 2011 annual financial statements, except for the adoption of the new and revised 

Hong Kong Financial Reporting Standards (“HKFRSs”), amendments and interpretations issued by the HKICPA that are 

relevant to the Group’s operations and mandatory for annual accounting periods beginning 1 January 2012. The adoption 

of the new HKFRSs has no material impact on the Group’s results and financial position for the current or prior periods.

(3) REVENUE AND SEGMENT INFORMATION

The Group’s executive directors are the chief operating decision makers as they collectively make strategic decisions 

on resources allocation and performance assessment. The Group is principally engaged in sales of natural gas and 

gas pipeline construction and connection in the PRC. Nearly all identifiable assets of the Group are located in PRC. 

Information reported to the Group’s executive directors for the purpose of resources allocation and assessment of 

performance focuses on the type of products or services. Each type of product or service is managed by an unique 

business unit within the Group whose performance is assessed independently. The Group’s operating segments under 

HKFRS 8 are therefore as follows:

– sales and distribution of natural gas and other related products

– sales of liquefied petrolem gas (“LPG”)

– gas pipelines construction and connection

The following is an analysis of the Group’s turnover and results by operating segment for the periods under review:

Segment information about these businesses is presented below:

Income statement for the periods ended 30 June 2012 and 30 June 2011.
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Business Segments

For the six months ended 30 June 2012:

 Sales and

 distribution

 of natural  Gas pipeline

 gas and  construction

 other related Sales and

 products of LPG connection Group

 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue and results

Sales to external customers 2,141,865 82,467 133,529 2,357,861
    

Segment results 346,625 (7,015) 58,144 397,754
   

Interest income    19,291

Gains on disposal of financial assets at

 fair value through profit or loss    28,317

Fair value gains on financial assets at

 fair value through profit or loss    159

Finance cost    (37,928)

Share of loss of a jointly-controlled entity    (1,863)

Unallocated corporate expenses    (5,443)
    

Profit before taxation    400,286

Taxation    (90,438)
    

Profit for the period    309,848
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For the six months ended 30 June 2011:

 Sales and

 distribution

 of natural  Gas pipeline

 gas and  construction

 other related Sales and

 products of LPG connection Group

 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue and results

Sales to external customers 1,651,013 266,924 114,621 2,032,558
    

Segment results 356,280 3,461 46,150 405,891
   

Interest income    8,918

Gain on disposal of financial assets at

 fair value through profit or loss    9,717

Fair value losses on financial assets at

 fair value through profit or loss    (1,575)

Finance cost    (21,825)

Unallocated corporate expenses    (86,286)
    

Profit before taxation    314,840

Taxation    (63,234)
    

Profit for the period    251,606
    

(4) TAXATION

Pursuant to the income tax rules and regulations of the PRC, provision for PRC enterprise income tax is calculated 

based on a statutory rate of 25% (2011: 25%) of the assessable profits for the companies within the Group, except for 

certain subsidiaries in the PRC which are entitled to exemption from PRC enterprise income tax for the first two years 

commencing from their first profit-making year of operation and thereafter, these subsidiaries will be entitled to a 50% 

relief from PRC enterprise income tax for the following three years. PRC enterprise income tax has been provided for 

after taking these tax incentives into account.

No provision for Hong Kong profits tax has been made for those companies subject to Hong Kong profits tax within the 

Group as these subsidiaries did not have any assessable profits for the Period (2011:Nil).

 Unaudited Unaudited

 (6 months) (6 months)

 1.1-30.6.2012 1.1-30.6.2011

 HK$’000 HK$’000

Current tax and taxation charge for the period:

Taxation outside Hong Kong 90,438 63,234
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(5) EARNINGS PER SHARE

(a) Basic earnings per share

 Unaudited Unaudited

 (6 months) (6 months)

 1.1-30.6.2012 1.1-30.6.2011

 HK Cents HK Cents

 per share per share

Basic earnings per share 3.081 2.136
  

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share 

are as follows:

 Unaudited Unaudited

 (6 months) (6 months)

 1.1-30.6.2012 1.1-30.6.2011

 HK$’000 HK$’000

Profit for the period attributable to owners of the Company 152,270 105,727
  

Earnings used in the calculation of basic earnings per share 152,270 105,727
  

 Number of shares Number of shares

Weighted average number of ordinary shares

 for the purpose of basic earnings per share 4,942,652,257 4,950,856,213
  

(b) Diluted earnings per share

 Unaudited Unaudited

 (6 months) (6 months)

 1.1-30.6.2012 1.1-30.6.2011

 HK Cents HK Cents

 per share per share

Diluted earnings per share 3.058 2.116
  

The calculation of the diluted earnings per share for the Period is based on the profit attributable to owners of the 

Company of HK$152,270,000 and the weighted average number of 4,978,748,624 shares which is the weighted 

average number of shares in issue less shares held under share award scheme during the year plus the weighted 

average number of 36,096,367 shares deemed to be issued at no consideration if all outstanding options had been 

exercised.
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 Unaudited Unaudited

 (6 months) (6 months)

 1.1-30.6.2012 1.1-30.6.2011

 HK$’000 HK$’000

Profit for the period attributable to owners of the Company 152,270 105,727
  

Earnings used in the calculation of diluted earnings per share 152,270 105,727
  

 Number of shares Number of shares

Weighted average number of ordinary shares for

 the purpose of basic earnings per share 4,942,652,257 4,950,856,213

Effect of deemed issue of shares under the

 Company’s share option scheme 36,096,367 46,537,197
  

Weighted average number of ordinary shares for

 the purpose of diluted earnings per share 4,978,748,624 4,997,393,410
  

(6) DIVIDEND

No interim dividend was declared to be paid to shareholders during the Period (2011: Nil).

(7) DEPOSITS, TRADE AND OTHER RECEIVABLES

 Unaudited Audited

 At 30.6.2012 At 31.12.2011

 HK$’000 HK$’000

Trade receivables 165,280 128,427

Other receivables, deposits and prepayments 413,537 320,261
  

 578,817 448,688
  

The ageing analysis of trade receivables is as follows:

Current to 90 days 107,444 115,197

91-180 days 20,220 5,574

Over 180 days 37,616 7,656
  

 165,280 128,427
  



9

(8) TRADE AND OTHER PAYABLES

 Unaudited Audited

 At 30.6.2012 At 31.12.2011

 HK$’000 HK$’000

Trade payables 330,130 229,237

Other payables and accruals 194,744 257,963
  

 524,874 487,200
  

The ageing analysis of trade payables is as follows:

Current to 90 days 138,227 178,154

91-180 days 54,054 35,169

Over 180 days 137,849 15,914
  

 330,130 229,237
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INTERIM DIVIDEND

The Board resolved not to declare any interim dividend for the six months ended 30 June 2012 (30 June 
2011: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in the investments in, and the operation and management of the natural 
gas and energy related business.

Gas operations include city piped gas business, natural gas vehicle refilling stations, pipeline 
construction and operation, as well as transportation, delivery and distribution of compressed natural 
gas (CNG) and liquefied natural gas (LNG). As at 30 June 2012, the Group has established a total of 84 
natural gas project companies in 32 cities of 11 provinces in 5 key districts in China.

Business Review

Financial results

The revenue, gross profit and profit attributable to shareholders of the Company continued to increase 
steadily during the Period. The revenue, gross profit and net profit were HK$2,358 million, HK$485 
million and HK$152 million respectively, representing an increase of 16%, 19% and 43%, as compared 
with HK$2,033 million, HK$406 million and HK$106 million for the corresponding period last year, 
respectively. Basic earnings per share was HK cents 3.081 and recorded an increase of 44% as compared 
to HK cents 2.136 for the last period.

The sales of natural gas amounted to HK$2,142 million representing an increase of 30% as compared to 
HK$1,651 million for the last period and 91% of total revenue. The income of gas pipeline construction 
and connection amounted to HK$134 million representing an increase of 17% as compared to HK$115 
million for the last period and 6% of the total revenue. Sales revenue of LPG amounted to HK$82 million 
and recorded a decrease of 69% as compared to last period’s HK$267 million. Gross profit margin 
recorded an increase from 20% for the last period to 21% for the Period. Such slight increase was mainly 
due to the increase on the gas transmission income which included in the sales of natural gas revenue.

EBITDA for the first half of 2012 was HK$448 million representing a growth of 31% as compared to 
last period’s HK$343 million, which clearly stated that the Group’s core operations continued to perform 
stupendously.

During the Period, the Group’s gas sales, transmission and logistic transportation volume reached a total 
of 1,748 million m3 (2011: 1,357 million m3) with an increase of 29%. Total gas sales increased by 21% 
from last period’s 805 million m3 to the Period’s 974 million m3; transmission volume increased by 43% 
from 508 million m3 to 727 million m3; logistic transportation volume was up by 7% to the Period’s 47 
million m3.
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Administrative expenses for the Period were HK$93.61 million (2011: HK$73.55 million), which 
remained at approximately 4% of total revenue of the Group.

New piped gas project

During the Period, the Group insisted on the market strategy of “Taking full advantage on existing 
projects and radiating outwards”, actively selected projects, and achieved a significant result. The Group 
has newly increased 33,000 residential users, 42 industrial users, and around 250 commercial and other 
users. The Group had in aggregate approximately 456,000 residential users, 655 industrial users and 
3,422 commercial and other users. The Group also newly constructed 131km of high pressure pipeline 
with 678km in total. The city and courtyard pipeline network was extended by 882km, and in aggregate 
3,670km. At the same time, market research has been completed for a number of projects in the cities and 
towns along the PetroChina natural gas pipeline sterm and branches, and some of the projects have made 
substantial progress. For example: the establishment of Yunnan China Oil and Gas Company, which is 
responsible for the gas market development within Yunnan Province, and at present has entered into 
natural gas direct supply agreements with tobacco companies such as Hongyunhonghe Group and Hongta 
Group; obtained exclusive operation agreements in three counties, including Ximeng County, Jinggu 
County and Zhenyuan County under the jurisdiction of Pu’er City; and entered into gas supply agreement 
with Pu’er industrial park. The Group also successfully obtained Jiangsu Xinyi project, whereby it 
supplied gas for dozens of glass companies within the district, and completed 4 cooperation framework 
agreements for the projects of Economic Development Zone in Shandong Laizhou City, Ledu County in 
Qinghai Province, direct supply of natural gas to Guizhou Zunyi Alumina and Boxing Chenhu town in 
Shandong Province.

Promotion of LNG business

The Group established a special LNG leading group which achieved a significant result for business 
development. Using Gan River in Jiangxi and Shandong Canal as the key demonstration areas for gas 

replacing oil in vessels, the Group established Jiangxi Yingtai China Oil and Gas Company (江西中油鷹
泰公司 ), which is specifically engaged in the business of replacing oil with natural gas in vehicles and 
vessels and has currently entered into cooperation agreements with a few business partners, to modify 
the present 45 container vessels and bulk carriers. It was also agreed during the period of “Twelfth Five 
Years Plan” to cooperate in related business and projects such as inland canal transport, promotion of 
hybrid fuel for vessel and oil and gas transportation. At the same time, the Group developed 105 LNG 
buses in Shaoguan (Guangdong) and Binzhou (Shandong). The Group had also developed 20 LNG 
heavy trucks in Xining ,Qinghai and Maanshan, Anhui. In 7 provinces such as Qinghai, Shandong and 
Guangdong, there are 3,200 vehicles with an intention of replacing oil with natural gas.

Gas refilling station project

During the Period, in order to stay with the development of LNG vehicles, the Group started constructing 
10 LNG stations in Qinghai, Guangdong and Shandong. Currently, the stations gradually put into 
operation. Besides, the Group cooperated with passenger transportation, logistic transportation 
corporations and local government, and jointly developed 6 LNG station projects in Zhejiang, Shandong, 
Hebei, Gansu, Jiangsu and Guizhou.
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Construction of natural gas pipelines

During the Period, the Group classified the Zouping natural gas utilization project, Gaoqing – Binzhou 
High-tech Zone pipeline project, Xining piped city network, the Gan River branch pipeline, Xining 
Pingdong – Pingxi, Pingbei gas pipeline and Xinyi high-pressure pipeline project as the key projects, 
so as to increase the sales volume of gas by putting the key projects into operation. At present, both 
Zouping and Gaoqing – Binzhou High-tech Zone pipeline projects have been completed in general, and 
operation will start after connected with upstream pipelines. Xining piped city network is progressing 
steadily, which is important to the rational planning of the Xining city gas pipeline network and timely 
deployment of gas source. Gan River branch pipeline, Xining Pingdong – Pingxi, Pingbei gas pipelines 
and Xinyi high-pressure pipeline are under active construction, and are likely to commence operation in 
the second half of this year. 

Financial Review 

The following discussions should be read in conjunction with the unaudited condensed consolidated 
financial statement of the Group and the notes thereto and other sections set out in the interim report for 
the six months ended 30 June 2012. 

Financial Position

During the six months ended 30 June 2012, the Group’s primary source of funding included cash 
generated from operating activities and credit facilities provided by principal banks in Hong Kong and 
China. As at the end of the Period, net cash inflow from operating activities amounted to approximately 
HK$512 million (2011: HK$78 million) and with cash and cash equivalents of HK$1,935 million (31 
December 2011: HK$2,028 million).

The Group’s total assets amounted to HK$8,143 million (31 December 2011: HK$7,102 million) and 
net assets of HK$4,440 million (31 December 2011: HK$4,198 million). Total borrowings amounted to 
HK$2,156 million (31 December 2011: HK$1,350 million). Gearing ratio measured on the basis of total 
liabilities as a percentage of total equity was 83% (31 December 2011: 69%). Current ratio was 1.29 (31 
December 2011: 1.59) and quick ratio was 1.21 (31 December 2011: 1.5). Included in current liabilities 
had receipt in advance from sales of natural gas amounted to HK$996 million (31 December 2011: 
HK$1,005 million), by excluding the receipt in advance, the gearing ratio, current ratio and quick ratio 
will be adjusted to 61%, 2.0 and 1.9 respectively (31 December 2011: 45%, 3.3 and 3.1 respectively).

Capital Commitments

During the Period, the Group did not incur or commit any material investment or capital expenditure.
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Shareholding Structure

As at 30 June 2012, issued share capital of the Company was HK$49,654,062.13 divided into 
4,965,406,213 shares of HK$0.01 each.

Contingent Liabilities

As at 30 June 2012, the Group did not have any significant contingent liabilities (2011: Nil).

Foreign Exchange Risk

The Group mainly operates in the PRC with most of its transactions settled in Renminbi. Some of the 
Group’s bank deposits are denominated in Hong Kong Dollars. The Directors are of the opinion that the 
Group’s exposure to foreign exchange risk is insignificant. During the period under review, the Group 
did not hedge any exposure to foreign exchange risk. Proper policy will be in place when the Board 
considers appropriate.

Human Resources

As at 30 June 2012, the Group employed a total workforce of 3,117 (30 June 2011: 1,752) where 
mostly were stationed in the PRC. The staff costs for the Period amounted to HK$88.23 million (2011: 
HK$55.48 million), including HK$2.23 million equity-settled share-based payment (2011: HK$2.58 
million). The employees’ remuneration, promotion and salaries are assessed based on work performance, 
working experience and professional qualifications and the prevailing market practice.

Future Prospects

According to the “Twelfth Five Years Plan” of natural gas issued by the National Energy Administration 
of China, the proportion of natural gas in the primary energy consumption increased from 4% in 
2011 to 8% in 2015, representing the sales volume of  natural gas increasing from 134 billion cubic 
meter in 2011 to 260 billion cubic meter in 2015. In the first half of 2012, domestic import of natural 
gas increased 45% as compared to the corresponding period of last year. Meanwhile, China National 
Development and Reform Commission expects that import of natural gas will further increase. Given the 
government support for natural gas, the Group has achieved satisfactory results in the first half of 2012 
with exceeding realization of profits and each indicator. Outlook for the second half of the year is still 
promising.

The Group will focus on the following work in the second half of the year: 1. increasing efforts in 
marketing and extending the sales scale of gas; 2. accelerating the construction of key projects and 
striving for the early production; 3. carrying out LNG business to capture the high-end market; 4. co-
ordinating the development of LNG and city gas business and doing well in investment management; 
5. focusing on respective management in human resources; 6. strengthening financial management 
and enhancing fund-raising ability; 7. strengthening risk control and management; 8. introducing 
balanced scorecard performance measurement; 9. endeavouring to secure environmental protection; 10. 
strengthening corporate culture.
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In the second half of 2012, the Board will implement a comprehensive plan, focus on layout, seize 
opportunities, and accelerate development of the Group. With enthusiasm, cooperation, hard-working, we 
would overcome difficulties, so as to achieve better results and to maximize the value in return for the 
support of our shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Company’s 
listed securities during the six months ended 30 June 2012.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the 
“Model Code”) set out in Appendix 10 to the Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”) as the code of conduct 
regarding securities transactions by the Directors. Having made specific enquiries of all Directors, the 
Company confirmed that all Directors have complied with the required standards set out in the Model 
Code throughout the Period.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the Code on Corporate Governance Practices 
(“Former CG Code”) as set out in Appendix 14 to the Listing Rules, which came into effect on 1 January 
2005 and was revised and renamed as Corporate Governance Code and Corporate Governance Report 
(“New CG Code”) with effect from 1 April 2012.

During the six months ended 30 June 2012, the Company was in compliance with all code provisions set 
out in the Former CG Code except for the deviations from code provisions A.2.1 and A.4.1, which are 
explained below.

Code provision A.2.1 of the Former CG Code provides that the responsibilities between chairman and 
chief executive officer should be divided. Mr. Xu Tie-liang is the Chairman and the Chief Executive 
Officer of the Company. The Board believes that vesting the roles of both Chairman and Chief Executive 
Officer in the same person has the benefit of ensuring consistent leadership within the Group and enables 
more effective and efficient overall strategic planning for the Group. The Board believes that the balance 
of power and authority for the present arrangement will not be impaired and is adequately ensured by 
current Board which comprises experienced and high calibre individuals with sufficient number thereof 
being independent non-executive Directors.

Code provision A.4.1 of the Former CG Code provides that non-executive directors should be appointed 
for a specific term and subject to re-election. The independent non-executive Directors are not appointed 
for a specific term, but they are subject to retirement by rotation at least once every three years in 
accordance with the bye-laws of the Company (the “Bye-Laws”).
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During the period from 1 April 2012 to 30 June 2012, the Company has also complied with the code 
provisions set out in the New CG Code except for the deviations from code provisions A.6.7 and D.1.4, 
which are explained below.

Code provision A.6.7 of the New CG Code requires that independent non-executive directors and other 
non-executive directors shall attend general meetings and develop a balanced understanding of the views 
of shareholders. Mr. Shi Xun-zhi and Mr. Wang Guangtian, independent non-executive Directors, did not 
attend the 2012 annual general meeting of the Company held on 9 May 2012 due to their engagement in 
their own official business.

Code provision D.1.4 of the New CG Code requires that the Company should have formal letters of 
appointment for directors setting out the key terms and conditions of their appointment. The Company 
did not have formal letters of appointment for Directors (except that Mr. Xu Tie-liang entered into a 
service contract with the Company on 30 August 2006 for an initial fixed term of two years and his 
appointment shall continue thereafter until it is terminated pursuant to the terms under the service 
contract). However, the Directors shall be subject to retirement in accordance with the Bye-Laws. In 
addition, the Directors are required to refer to the guidelines set out in “A Guide on Directors’ Duties” 
issued by the Companies Registry and “Guidelines for Directors” and “Guide for Independent Non-
executive Directors” (if applicable) published by the Hong Kong Institute of Directors in performing 
their duties and responsibilities as Directors. Besides, the Directors are required to comply with the 
requirements under statute and common law, the Listing Rules, legal and other regulatory requirements 
and the Company’s business and governance policies.

Save as the aforesaid and in the opinion of the Directors, the Company has met all code provisions set 
out in the Former CG Code and the New CG Code during the six months ended 30 June 2012.

AUDIT COMMITTEE

The Company established the Audit Committee in 1998 with written terms of reference in compliance 
with the Former CG Code (“Terms of Reference”), which was revised on 20 March 2012 to comply with 
the New CG Code. The revised Terms of Reference is currently made available on the Stock Exchange’s 
website and the Company’s website.

The Audit Committee is mainly responsible for making recommendations to the Board on the 
appointment, re-appointment and removal of the external auditor and to approve the remuneration 
and terms of engagement of the external auditor, and any questions of resignation or dismissal of 
such auditor; reviewing the interim and annual reports and accounts of the Group; and overseeing the 
Company’s financial reporting system including the adequacy of resources, qualifications and experience 
of staff in charge of the Company’s financial reporting function and their training arrangement and 
budget, and the internal control procedures.
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The Audit Committee comprises three independent non-executive Directors, namely Mr. Li Yunlong (as 
chairman), Mr. Shi Xun-zhi and Mr. Wang Guangtian. The Audit Committee has reviewed the unaudited 
interim financial statements of the Group for the six months ended 30 June 2012.

By Order of the Board
China Oil And Gas Group Limited

Chan Yuen Ying, Stella
Company Secretary

Hong Kong, 15 August 2012

As at the date of this announcement, the Board comprises four executive Directors, namely Mr. Xu Tie-
liang (Chairman and Chief Executive Officer), Mr. Zhu Yuan, Ms. Guan Yijun and Mr. Cheung Shing; 
and three independent non-executive Directors, namely Mr. Li Yunlong, Mr. Shi Xun-zhi and Mr. Wang 
Guangtian.

* For identification purpose only


