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INTERIM RESULTS

The board of directors (the “Board”) of Sino Oil and Gas Holdings

Limited (the “Company”) announces that the unaudited interim

results of the Company and its subsidiaries (collectively the

“Group”) for the six months ended 30 June 2012 were as follows:

CONDENSED CONSOLIDATED STATEMENT

OF COMPREHENSIVE INCOME

For the six months ended 30 June 2012

EEE
FEARERERAR(AARNESE ([E52))
S ARRIREWBAR (5B AEE]) #HZE2012
F6H30RIEAEAZREEZPHERENT

ERGE2HRER

#H 2201256 A30H IE751E A

2012 2011
(unaudited) (unaudited)
(REER) (REEEZ)
Notes HK$’000 HK$’ 000
B 7 FERT FAT
Turnover &R 5 15,226 15,861
Direct costs RPN (19,215) (12,826)
Gross (loss)/profit E(8) 7 (3,989) 3,035
Other revenue N 6 3,085 24
Other gains and (losses), net Habizs & (B518) 558 (156) (15)
Administrative expenses T E R (32,453) (16,543)
Loss from operations KEEE (33,513) (13,499)
Finance costs 7&K AR 7 (27) (209)
Share of loss of a jointly controlled entity B —RERIZEESERAREE 14 (1,258) (1,871)
Loss before income tax expenses BRETER X HATEE 7 (34,798) (15,579)
Income tax expenses Fr{S % 37 i 8 - =
Loss for the period NE BB (34,798) (15,579)
Other comprehensive income, after tax Hih2mEKsE o BRBE
Exchange difference on translating BMEFINEB 2 ELEZR
foreign operation (4,101) 6,567
Total comprehensive income for the period AEZHEK LT (38,899) (9,012)
Interim Report 2012 | /1 H# R 4
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME (Continued)

For the six months ended 30 June 2012

ERGe2ERER(Z

H E201266 A30H L/~ E A

2012 2011
(unaudited) (unaudited)
(REHFZR) (REEEZ)
Notes HK$’ 000 HK$’ 000
B 7 FERT FAT
Loss attributable to: T ALTEEEE:
— Owners of the Company —ARRRIEEE A (34,798) (15,579)
— Non-controlling interests —JEIE R - -
(34,798) (15,579)
Total comprehensive income attributable to: UTFATEGEAZERES
— Owners of the Company —ARRRIEEE A (38,899) (9,012)
— Non-controlling interests —JEIE R - -
(38,899) (9,012)
HK$(cents) HK$(cents)
7 7t (i) P& 7T (1)
Loss per share BRER
- Basic and diluted —ERKREE 10 (0.288) (0.170)

Sino Oil and Gas Holdings Limited |[FEERZERER 2 7




CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

B & & B B &

At 30 June 2012 MK201246A30H
30.6.2012 31.12.2011
(Unaudited) (audited)
(REHFZX) (' Z)
Notes HK$’ 000 HK$’ 000
B 7 FE R FAT
ASSETS AND LIABILITIES EERAE
Non-current assets FRBEE
Property, plant and equipment Y~ BE MR 11 258,815 267,471
Gas exploration and evaluation assets KARBIELRFEHEE 12 3,078,470 3,007,374
Intangible assets mEEE 13 247,979 249,997
Goodwill B 4,230 4,230
Interest in a jointly controlled entity R—RERFEEEGE AR 2= 14 5,194 6,452
Deposits and prepayments B RIS RIE 15 27,760 32,368
3,622,448 3,567,892
Current assets REBEE
Inventories FE 4,540 635
Trade and other receivables, FE UL BR 53R E{th fE UK 5RIE -
deposits and prepayments & RIER RIE 15 44,249 24,235
Cash and cash equivalents RekHeEEY 25,140 344,451
73,929 369,321
Total assets REE 3,696,377 3,937,213
Current liabilities nEEE
Other payables and accruals HEtEMNRERERER 16 (310,136) (546,149)
Borrowings — secured BEE-HEMR 17 (45,771) (22,287)
Taxation ] (2,301) (2,322)
(358,208) (570,758)
Net current liabilities REBAEFEE (284,279) (201,437)
Total assets less current liabilities WEERRBER 3,338,169 3,366,455
Non-current liabilities FRBEME
Provision Bt 20 (1,121) (1,132)
Borrowings — secured BE-FEH 17 (259,369) (285,693)
Deferred tax liabilities BT IEBE (18,674) (18,674)
(279,164) (305,499)
NET ASSETS EERE 3,059,005 3,060,956
Capital and reserves attributable to RATEEANELRERRFE
owners of the Company
Share capital P& A< 18 121,560 120,190
Reserves & 2,937,445 2,940,766
TOTAL EQUITY BER 3,059,005 3,060,956

Interim Report 2012
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2012 — unaudited

BHGERERSBR

HE2012F6 A30H [E/~ Ml A — R EZ

Attributable to owners of the Company

AARRENEE
Share Convertible Non-
Share Share Contributed option Warrant note equity  Exchange Accumulated controlling Total
capital  premium surplus reserve reserve reserve reserve losses Total interests equity
BRE IRER TRREE

B RHEE S8Rk 1] i RERE EXRE ZiER it FeRkEz 48R

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

Thn Thn ThT AL Thn Th TEn Thr Th TiEn Thn

At 1 January 2012 R20126171A 120,190 3,243,866 81,043 91,069 4,890 - 29,820 (509,922) 3,060,956 - 3,080,956
Total comprehensive income ~ AZ2ANZAE

for the period - - - - - - (4,101)  (34,798)  (38,899) - (38,899
Shares issued under share  RERRRIEREI%4

option scheme (note 18 (i) ZMRf (K18 (i) 1,370 46,783 - (11,205) - - - - 36948 - 36948
Lapse of share options BlREAN L BR

(note 18 (iv)) (Bska8 (v) - - - (30778) - - - 30,778 - - -
Lapse of warrants AREZ LM ER

(note 18(i)) (Brakas (i) - - - - (3640) - - 3,640 - - -

At 30 June 2012 R201256 530 121,560 3,290,649 81,043 49,086 1,250 - 25719 (510,302) 3,059,005 - 3,059,005

At 1 January 2011 R201151A18 91,414 1,935,448 81,043 32,366 4,990 780,000 16,797  (413,683) 2,528,375 - 2528375
Total comprehensive income ~ AH2 M EEE

for the period - - - - - - 6,567 (15,579) (9,012) - (9,012)
Shares issued under share  RERE 234

option scheme A ) 556 17,831 = (5,154) = = = - 13233 - 13233
Shares issued on exercise FRRERMET

of warrants A {) 100 2,200 - - (100) - - - 2,200 = 2,200

At 30 June 2011 R2011%6A30H 92,070 1,955,479 81,043 21,212 4,890 780,000 23,364  (429,262) 2,534,796 - 2,534,796

Sino Oil and Gas Holdings Limited
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June 2012

FHGERERER

H E201266 A30H L/~ E A

2012 2011
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$’ 000 HK$’ 000
FHET FHET
Net cash used in operating activities REEKTAZRESFEH (19,102) (17,907)
Net cash used in investing activities RETBHFFAZESFE (339,599) (216,596)
Net cash used before financing activities REEEAATACRE FHE (358,701) (234,503)
Net cash generated from financing activities METHEEZRSFH 36,948 16,619
Net decrease in cash and cash equivalents RekReEEYR D FRE (321,753) (217,884)
Effect of foreign exchange rate changes ReRkEeEBEYEREH o ZE
on cash and cash equivalents 2,442 (239)
Cash and cash equivalents at 1 January R1IA1IBA 2R RIS EEY 344,451 242,529
Cash and cash equivalents at 30 June MR6A30RZRERIAESEEY 25,140 24,406
Analysis of the balances of cash and REeRREEEYWZAM
cash equivalents
Cash and bank balances Be MIRTTHE &R 25,140 24,406
Interim Report 2012 | /1 H# R 4
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Sino Oil and Gas Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

GENERAL

The Company was incorporated as an exempted company with
limited liability in Bermuda on 2 November 1999 under the
Companies Act 1981 of Bermuda (as amended) and its shares
were listed on the Main Board of The Stock Exchange of Hong
Kong Limited on 9 February 2000. The registered office and
principal place of business of the Company are located at
Clarendon House, 2 Church Street, Hamilton HM11, Bermuda
and Suite 3707-3708, West Tower, Shun Tak Centre, 168-200
Connaught Road Central, Hong Kong, respectively.

BASIS OF PREPARATION

The interim financial report of the Group has been prepared
in accordance with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
the Hong Kong Accounting Standard (“HKAS”) 34, “Interim
Financial Reporting”, issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).
of an interim report in conformity with HKAS 34 requires

The preparation

management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.
This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2011 annual
financial statements. The 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 2011 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 2011 are available from the Company’s head
office or at the Company’s website (www.sino-oilgas.hk). The
auditors have expressed a modified opinion on those financial
statements in their report dated 30 March 2012.

TEERERERLF

B R M

—R&ER
AABRBAERE NN\ —FRFDE (KB R
199911 B2 E A REAMKLA/XBEER
A A B R2000F2 A9 RB AW ER S
FRERARIEREM - KRR zF M EE & FE
&2 4 2h 5 Bl FAClarendon House, 2 Church
Street, Hamilton HM11, Bermuda®X & & T 3 &
H168-2005% = 18 9 /{0, 7 BE3707-3708% °

R A

AEBE 2T RUBHREDRRBREERARSME
RAREZS EmARA (T EmRA D EMZ KRG
NERHERBBGHMAGHEMG Z(EBGHER)
FIF [P BRE I ZRE - EEEERE
HEBEGHEAFEIMSRRE 2T R ERER
FriEZ ¥l - fAat RIBR - SR ESHTRRZER
REZBABARSELEFE KEREERAE -
WARXHzE8 BREEATERANINZEMH
e AMEI B HE REMRES B RR KA
DHEE o MR T 520115 FE M B HRR T
AR EREBAKEZHBRNEH RRATH
MEEE2EMNRXS - PP BHRER LM E
REBRRB(ERMBREEND R ERETE
MBRERAF 2 2EHER -

AR BEHREREREESZ  EEHARREZ

ZEeEH-

AR HAEA TS SRS ek Al 220116 12 A31 A LB IR
FEZVBERBREERZER  UTEKASE
Bz BRFE 2 ZEMB®RE  BEERNERESR
B IEHRE - HE2011F12A318 IEFE ZATE
ISR AN AR R Z B =R E AR
Al 48 1k (www.sino-oilgas.hk) ° 78 2 7] 4% £1 6 2 £
20123 A30H Z X BiRN | & & H % S 15
REREBIER -




BASIS OF PREPARATION (Continued)

The Group incurred a loss of HK$34,798,000 for the six
months ended 30 June 2012 and
exceeded current assets by HK$284,279,000 as at that date.
The Group’s ability to continue as a going concern will depend

its current liabilities

on it being able to utilise the remaining loan facility and
the continuing efforts management of the Group to improve
profitability and operational cash flows.

In year 2011, Orion Energy International Inc. (“Orion”), a
wholly-owned subsidiary of the Company obtained a loan
facility of RMB1 billion repayable by instalment over five years
from a financial institution in the PRC. At 30 June 2012,
the Group had only utilised RMB200 million of this facility.
The remaining facility of RMB800O million can only be drawn
after the Group has submitted a plan for the development of
the coalbed methane field or part of the coalbed methane
field (the “ODP”) under the production sharing contract (the
“Sanjiao PSC”) and obtained a letter of reply from the National
Development and Reform Commission — National Energy
Administration (“NEA”), which gives consent on the work
for the development of the coalbed methane reserve in the
Sanjiao region in respect of the ODP of the Sanjiao PSC (the
“Reply”).

In May 2012, the ODP was submitted to the NEA by the PRC
partner of the project, China National Petroleum Corporation.
On 16 August 2012, the Group received the Reply from NEA.
Accordingly, upon utilisation of the remaining loan facility
of RMB800 million, the pace of development of the Sanjiao
project will be expedited.

As a result of the above and after taking into account the
Group’s cash flow projection for the coming year, the directors
are of the opinion that the Group will have sufficient working
capital to meet its liabilities as they fall due in the next twelve
months from the end of the reporting period.

MBEXE(Z)

AREERE E£201246 A30H 1E /<8 A 815 E#E
34,798,000 T BEERERZ RBEFEBLE
B & FE284,279,000/8 70 c AEE 2 HFBEKE
NS EETHASR TERURAESEERE
BEZ IRERNRBARCER G RESHERM

=
B o

MN20114F - ARAlZ 2 &K B A FlRis = e RE
RERAA ([Rink ) —KPEEREHERG
—EHEXME  @EAARBL0EL  ERAF
Ao HEE - R2012F6 A30H - A& EEH A
ZEERZAREB2ET -HRTEREBARKS
BLTARAEBGRAZECERIKER (=ZRE
ma K E R ) 2 B E R Bk E o K E R B R
[([EERAEE D URESERERIRES
BeRRERE ([BERERB]) AE = EE
EREAZEXAMATENBER((EER)®R - 7F
AJHRER o

B 5

0

MN2012557 - ASBRMB=RIBE AR HBH
FEABRAAREBRRAABERERBRER T
BB AT 8l - 2012F8A16H * AEE W EIE R
BEIRBER - Bt - ER T ZARKESETERE
EXHT =XREHNEEKSKRERA -

ENEXMARERAEEHRERSRE LR
A EZBRAEERAGBERNLEETEMNE
ABRERREBERR T —EAZHHEE-
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Sino Oil and Gas Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2011 annual
financial statements, which have been prepared in accordance
with all applicable HKFRSs, which term collectively includes
all applicable individual HKFRSs, HKASs and interpretation
issued by HKICPA, accounting principles generally accepted in
Hong Kong, and the disclosure requirements of the Hong Kong
Companies Ordinance and the Listing Rules.

ADOPTION OF NEW AND REVISED HKFRSs

In the reporting period, the Group has adopted a number
of new and revised HKFRSs, issued by the HKICPA that are
effective for the accounting period beginning on 1 January
2012. The adoption of these new and revised HKFRSs has no
material impact on the Group’s financial statements.

The Group has not early adopted the new and revised HKFRSs
which have been issued but are not yet effective. The Group
is in the process of making an assessment of the potential
impact of these new and revised HKFRSs and the directors so
far concluded that the application of these new and revised
HKFRSs will have no material impact on the Group’s financial

statements.

TURNOVER AND SEGMENT REPORTING

The Group determines its operating segments based on the
reports reviewed by the Group’s chief operating decision-
maker that are used to make strategic decisions.

The Group has two (2011: two) reportable segments. The
segments are managed separately as each business offers
different products and services and requires different
business strategies. The following summary describes the
operations in each of the Group’s reportable segments:

i) Oil and gas exploitation: Exploitation and sale of crude
oil and natural gas.

ii) Coalbed methane: Exploration, development and

production of coalbed methane.

TEERERERLF

B R M

FTESFEE

Arh HRBF 7 SR 5 R IR2011F F E W 5 SR FTER A
ZEAHREABER 2 BB T RE LIRS -
BREBESAMASEMLMEERZERER
MBHmELER  FEGAEUNREE  BEQR
SETRA - BERRMEOIAR EMRRIZ KRR

E °

BRI REETERMBEHREZER
RAREHR  NEBERMNZSIHB B S S TAD
AEEM - WHK2012F1 A1 ARBN ST HME
ME T RASISET BB U B ELER - HANE L
AT RASAE ] B 745 B 765 3R &5 25 B 38 AN &2 [ ) B 75
BERRBEERTE -

RETEEVBREEN AEERLFGZS
HElIRER BN BRELNZEEYE W
BEXLSRE RMZEHMT/KETEENK
BEENTEHARE W BERIBREATE -

7N 62 [ 3 4 42 T AR AR B AR AR (B R AR SRR R AT Ko
|

EXBERDHBHRE
AEBREEBLEEREEENZ BRI R
LEBREAUFEHERIERTED BPRE -

NEE A ME (20114 - M1E) AT#RE D #D ° B
REBEBRETRERLRBALFTZTRXS
R MAMABILER - U T AREESF AR

EOMEEZHE ¢

) AmRRARFK B 5% B 3 6 TR K2
i) BER: BR - HERLEE
HER




TURNOVER AND SEGMENT REPORTING (Continued) 5., BEEXEL oML (Z)
There are no sales or trading transactions between the EBOBETELERNEERS - DEWANH
business segments. Corporate revenue and expenses are not ITAPEESELEDE  RREREZLELERRK
allocated to the operating segments as they are not included EE SR BB LN EAIEEBK
in the measurement of the segments’ results used by the = NAXERA -
chief operating decision-maker in the assessment of segment
performance.
Segment information about these businesses is set out as BRAZEZERZDAERHINMT :
follows:
For the six months ended 30 June 2012 B £201256H30H L <@ A
0il and gas Coalbed Unallocated
exploitation methane (note (i)) Total
AHE KA HE
RARBER HER (B =E(i)) et
HK$’ 000 HK$’ 000 HK$’ 000 HK’ 000
FE T FET TET FERT
Results 4
Revenue from external customers  REINREZFE 2 WA 15,226 - - 15,226
Segments results (note (ii)) o EB LA (M EEGI)) (9,930) (5,726) (17,857) (33,513)
Finance costs LR YD %N (6) (7) (14) (27)
Share of loss of a jointly controlled & {h — 5% 2k [A] #%
entity AENREE (1,258) - - (1,258)
Loss before income tax expenses [ Frf5 %% > i Bl 5 18 (11,194) (5,733) (17,871) (34,798)
Income tax expenses Fr{S % 7 i - - - -
Loss for the period BB (11,194) (5,733) (17,871) (34,798)
Assets and liabilities EERERE
- at 30 June 2012 -7A201256 A30H
Reportable segment assets A REDEEE
(note (iii)) (B & Giii)) 542,905 3,129,869 23,603 3,696,377
Reportable segment liabilities AIHEDREE 66,677 568,352 2,343 637,372

Interim Report 2012
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NOTES TO THE FINANCIAL
STATEMENTS

5. TURNOVER AND SEGMENT REPORTING (Continued)

For the six months ended 30 June 2011

B R M

5. BEHERIHRE (F)
H ZE2011F6 A30H IE751E A

Sino Oil and Gas Holdings Limited

Qil and gas Coalbed Unallocated
exploitation methane (note (i) Total
Al & RO
KRR KER (Bt 5(i)) #Et
HK$’ 000 HK$’ 000 HK$’ 000 HK’ 000
FAETT FHETT FAT FAT
Results E
Revenue from external customers  KBINREE Z U A 15,861 = = 15,861
Segments results (note (ii)) 2 BB E AR (M RE(ii)) 1,716 (1,546) (13,669) (13,499)
Finance costs & pK A (56) (150) (3) (209)
Share of loss of a jointly controlled fE{h — KL REEESE
entity (note 23) R REE (M1 sE23) (1,871) - - (1,871)
Loss before income tax expenses & Fr8%: i Bl &5 18 (211) (1,696) (13,672) (15,579)
Income tax expenses T8 &> i - - - =
Loss for the period NEAE A (211) (1,696) (13,672) (15,579)
Assets and liabilities BEREE
— at 31 December 2011 - R2011%12H31H
Reportable segment assets AR EDBEE
(note (iii)) (B = Giii)) 555,743 3,229,218 152,252 3,937,213
Reportable segment liabilities AIHRE DA E 69,616 794,356 12,285 876,257
Notes: MfsE :

(i) Unallocated segment results mainly include salaries, rental

expense and professional fees for Hong Kong head office.

(i)  Included in the segment result of coalbed methane segment is
the other revenue of HK$2,864,000 from trial sale of coalbed

methane generated from the Sanjiao PSC for the six months
ended 30 June 2012 (2011: Nil) (note 6).

(iii)  Unallocated segment assets mainly include cash and cash

equivalents.

TEERERERLF

(i)

(if)

(iii)

AOBEDHEETECRETEANRERNT = - B
EXHRBEEEMRZXM -

#HZE2012F6 A30H IE6MAA - KE

A BHH B

B B 152,864,000 7T (20114 : £) 2 EAth
WA - RER=REMPKERAEERERZAE

(HizEe) -

ANPENBEETRRERERREEFEY -




OTHER REVENUE 6. Hiur A
Six months ended 30 June

BZ6H30HLLAEA
2012 2011
HK$’ 000 HK$’ 000
FERT TAT
Interest income ISR PN 161 24
Income from sale of coalbed BERHEWRA (KF)
methane (note) 2,864 -
Others Hfth, 60 -
3,085 24
Note: It represents trial sale of coalbed methane generated from MeE: DR =XRERIKERAREEFEEZE
the Sanjiao PSC. EBRIEE -
LOSS BEFORE INCOME TAX EXPENSES 7. BREESSHEER
Loss before income tax expenses is arrived at after charging: METEMY HAEEE % :
Six months ended 30 June
B Z6H30HIE<EA
2012 2011
HK$’ 000 HK$’ 000
FERT FAT
a) Finance costs a) ®EERAK
Interest on borrowings wholly repayable ARAFREIERE ZERFE
within five years 16,608 209
Others Hb 27 -
16,635 209
Less: interest capitalised on gas B BERERAR BT R
exploration and evaluation assets FEEEZFE (16,608) -
27 209
b) Staff costs (including directors’ b) EIRK(BEEEMS)
remuneration)
Salaries, wages and other benefits e LERHEMER 14,052 7,828
Contributions to defined contribution TE RE M RURRET 8] 2 3K
retirement plan 288 227
14,340 8,055
c) Other items c) HEH
Depreciation of property, plant and Y - BEREETE
equipment 9,338 4,143
Amortisation of intangible assets B EEZHEH 56 222
Minimum lease payments under LEMERY  REMAEMNK
operating leases
— property rentals —WEBE 3,527 1,912

Interim Report 2012 | A #i R &5 13
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NOTES TO THE FINANCIAL
STATEMENTS

10.

11.

Sino Oil and Gas Holdings Limited

INCOME TAX EXPENSES

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 six months ended 30
June 2012 and 2011. 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. During the six months ended 30
June 2012 and 2011, the PRC subsidiaries had no assessable
income subject to PRC income tax.

DIVIDENDS

The directors have not declared nor proposed any dividends in
respect of the six months ended 30 June 2012 (2011: Nil).

LOSS PER SHARE

a) Basic loss per share
The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$34,798,000 (for the six months ended 30 June
2011: HK$15,579,000) and the weighted average of
12,068,017,000 ordinary shares (for the six months
ended 30 June 2011: 9,158,338,000 ordinary shares) in

issue during the period.

b) Diluted loss per share
Diluted loss per share for the six months ended 30
June 2012 and 2011 is the same as the basic loss per
share as the Company’s outstanding share options and
warrants, where applicable, had an anti-dilutive effect on
the basic loss per share in that period.

ACQUISITION OF PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2012, the Group
incurred capital expenditure on property, plant and equipment
with a cost of HK$3,096,000 (for the six months ended 30
June 2011: HK$4,269,000).

TEERERERLF

B R M

8.

8B X i

#H £2012F6 A30H F201146 A30H It /N @
B ARAEBEHALETHESNEEFEH
ZWA - BUSEEM SRR IRE B ERE
fi o E b 2 FERR B R A B 1B A B AR R H A AR
SEKEMERERR 2BTEAE  REREN
RER2ERATERHE - 8E2012F6H308 &
201156 A308 1L/~ 18 A - A7 78 B 2 fff )8 A &)
W28 FEIFTEH 2 EARTLA o

B B
EEWETIRKEIKE £20129F6 A30H IE /<&
B ZR% B (20114 : &) o

10. BREE

11

a) BREXEE
BRERNEEZRERNDFRERE ARG
[E5#834,798,000/% 7T (&t £201156 H30H
IE71E A : 15,579,000/ 7T) * AR HAE
BT @ AR 2 N AE 15 #112,068,017,000
P 3 A% (B 20116 308 (E/~ @ A :
9,158,338,000/% L@ A%) 51 & ©

b) BEREEEFE
HRARATREE201246 A308 £20114
6 A30H IE7SE B i R AT {5 2 B AR #E R AR AR
EE(MER) H2FEERERNBEBENX
REBEXE HZFEZEREEHEEAES
IREXREERR -

BEYR BRERRE

#H £2012F6A30R L~ A - XREBBER Y
¥ BEEZRHEZEARALZ KA A3,096,00074 T
(B £2011%6 A301E75E A : 4,269,000/87T) ©




12.

13.

14.

GAS EXPLORATION AND EVALUATION ASSETS

The gas exploration and evaluation assets mainly comprise
the exploratory drilling, trenching costs and interest expenses
capitalised in respect of the coalbed methane project in the
PRC.

During the six months ended 30 June 2012, the Group
incurred capital expenditure of HK$61,860,000 (for the six
months ended 30 June 2011: HK$129,937,000) and interest
capitalised is HK$16,608,000 (for the six months ended 30
June 2011: Nil). No amortization is provided for during the
period as the project is not yet in its production stage.

At 30 June 2012, certain gas exploration and evaluation
assets with a carrying value of HK$523,534,000 are pledged
to secure the Group’s borrowings as set out in note 17.

INTANGIBLE ASSETS

The intangible assets represent an oil exploitation right in
respect of oil fields in the PRC.

INTEREST IN A JOINTLY CONTROLLED ENTITY

12. RARYBERFEEE

AARMHEEFEEETZRUNPEREREA
BRERENBRES  BRKARANEXE -

H Z=2012%6A308 \t6fil A i AEBEELE
61,860,000 ;T & AN X [} (B £201146 A30
LIE75E B 129,937,000 7T) M &E AN F 8 &
16,608,000/ ¥ (& £2011F6 A301L /<@ A :
) c HNZIE R AREAERE - BUtEBAIT &
FTIRHESH -

R2012F6 A30H © BR M (A £ 47523,534,000/8
TTZEBETRARDERTGHEE  EAREET
R 17 2 fE BRI o

13. BV EE

REBE 2 EREERMNT B 2 M &SR -

14 R -—BHEEZESEQARA z2ER

30.6.2012 31.12.2011
HK$’ 000 HK$’ 000
FHBT FABT

Share of net assets DIEEEFE
At 1 January R1A1H 6,452 6,948
Share of loss for the period/year NEHEFE D hEE (1,258) (496)
5,194 6,452
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NOTES TO THE FINANCIAL
STATEMENTS

15. TRADE AND OTHER RECEIVABLES, DEPOSITS AND

B R M

15. B AR - HMABWRIE - RERFEFN

PREPAYMENTS 1
30.6.2012 31.12.2011
HK$’ 000 HK$’ 000
FExT FH&T
Trade receivables (note (i) e Uit BR 3R (BT REGi)) 20,021 11,943
Other receivables H fth B U BR 7R 18,899 7,112
38,920 19,055
Utility deposits KEZES 2,048 1,407
Current portion of other deposits MBI D Efbiz e KB FIE
and prepayments 3,281 3,773
5,329 5,180
44,249 24,235
Non-current portion of other JERB I H MRS KIER RIE
deposits and prepayments (B 5 i) R (i)
(notes (ii) & (iii)) 27,760 32,368

Notes:

(i) All the trade receivables and other receivables are expected to (i)
be recovered within one year. The average credit period granted
to customers is 0-30 days from the invoice date. The trade

receivables are not impaired and related to two customers which

MisE

have good business track records with the Company. Ageing T -

analysis of trade receivables are as follows:

P77 FE W BR 3R e B At FE UK SRR TR AT AT IR — SF MUK
B REREFPHNFHEERRFNEHRT0ES0
R BREREIESMEPEK  ERERIFZHE
HoEk - ML EAEHRE » BURARSRZ BRI D AT 40

30.6.2012 31.12.2011
HK$’ 000 HK$’ 000

FBT F&T

< 30 days LHR30K 2,228 3,389
31 - 60 days 31E60K 1,910 2,680
Over 60 days % 60K 15,883 5,874
20,021 11,943

Sino Oil and Gas Holdings Limited |[FEERZERER 2 7




15. TRADE AND OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

Notes: (Continued)

16.

(if)

(iii)

Prepayments include prepaid exploration costs of
HK$13,152,000 (2011: HK$10,828,000) on gas evaluation
and exploration assets and prepaid construction costs of
HK$8,798,000 (2011:HK$15,674,000) on the Group’s

construction in progress under property, plant and equipment.

The balance includes a guarantee deposit of HK$5,810,000
(2011: HK$5,866,000) paid to secure one of the Group’s

borrowings as set out in note 17.

OTHER PAYABLES AND ACCRUALS

15. BWAR - HMEWRE - REREAM
RE (&
fi e« ()

(if)

(iif)

ENABEEEEAEBRARDRERTEEE
2 FEf+ # R K 2K 13,152,000 7T (2011 :
10,828,000/ L) R A BRERTR 2 W% -
i E & 52 2 TR AN 2R Ak A8 8,798,000/% 7T (2011
£ 15,674,000/ 7C) °

BAREBEHRMFITEARERAEE —SEE
ZIRES 2% 45,810,000 7T (20114 :
5,866,000/ 7T) °

16. HtENREREAREH

30.6.2012 31.12.2011

HK$’ 000 HK$’ 000

FHERT T T

Consideration payable (note (i)) P& R AB (BHEEEG)) 1,002 9,002
Other payables and accruals (note (ii)) HAn AR R TR IR & A (FfT 5% (ii)) 309,134 537,147
310,136 546,149

Notes:

(i)

(if)

This represents the remaining consideration for the acquisition
of subsidiaries to be settled in cash no later than 30 September
2012.

Other payables and accruals represents mainly the exploration
costs payable in respect of gas exploration and evaluation

assets and oil and gas properties.

B et

(if)

WHKENBAREESREZHRE  TETER
201249 A30H & fif °

HiENEARBREATIELSE BHRDERER
AT A4 DA RO R B 2 R B IR ©
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NOTES TO THE FINANCIAL

STATEMENTS

17. BORROWINGS - SECURED

B R M

17. 6 E-HER

30.6.2012 31.12.2011
HK$’000 HK$’ 000
FERT FAT
Secured interest-bearing borrowings BIRAK EEE
On demand or within one year BERKS—FREER 45,771 22,287
More than one year, but not exceeding BE—F  BETHBEBME
two years 106,799 91,393
More than two years, but not exceeding BBRME  BET@BBRAFT
five years 152,570 194,300
305,140 307,980
Amount due within one year included in HARBBE—FANIH L
current liabilities (45,771) (22,287)
Non-current portion SEMENE 5 259,369 285,693
Notes: Bt
(i)  The Group obtained borrowings from two financial institutions in (i) ZAEER2011FEFSMEHRTECREEREZ
the PRC in year 2011. The borrowings carry interest at effective BE - #ZE2012F6 A308 LA A - HEEK
floating rates ranging from 8.9% to 12.6% for the six months B ZERFHFN RN FRE.9%E12.6% 2 [ °
ended 30 June 2012.
(i)  The borrowings are secured by certain assets of Orion as set out (i) HWSEEEZEMRDOEHAMFI2RIGRRET Z

in note 12 and 15 and by personal guarantee from two directors
of the Company. One of the borrowings is also secured by all the
trade receivable from sales of Orion, certain number of shares of

the Company and corporate guarantee by the Company.

Sino Oil and Gas Holdings Limited

TEERERERLF

Z FEMERAR
B R A FELR
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18. SHARE CAPITAL

18. k&

Number of
shares Amount
BB EE k|
000 HK$’ 000
Tz FAT
Issued and fully paid BEEITRER
At 1 January 2011 R2011F1 A1H 9,141,478 91,414
Shares issued on exercise of warrants BITERREZEITRMD 10,000 100
Shares issued under share option scheme LR AT S 1TRR D (BT X))

(note (i) 59,600 596
Shares issued on acquisitions BB EITIR D 312,000 3,120
Shares issued on conversion of S A AR ER TR

convertible notes 2,496,000 24,960
At 31 December 2011 and MR2011F12A31H &

at 1 January 2012 201291 A1H 12,019,078 120,190
Shares issued under share option scheme R B R AT BB 1T RR 1 (BT &E(i))

(note (i)) 137,000 1,370
At 30 June 2012 R201296 A30H 12,156,078 121,560

Notes:

(i)

(if)

During the six months ended 30 June 2012, 137,000,000
options were exercised to subscribe for 137,000,000
(2011: 59,600,000) ordinary shares in the Company at a
consideration of HK$36,948,000 (2011: HK$13,953,000)
of which HK$1,370,000 (2011: HK$596,000) was credited
to share capital and the balance of HK$35,578,000
(2011:HK$13,357,000) was credited to the share premium
account. HK$11,205,000 (2011:HK$1,297,000) was transferred
from the share option reserve to the share premium account in

accordance with the Group’s accounting policy.

During the period, there were 344,000,000 and 20,000,000
outstanding unlisted warrants (the “Warrants”) issued by
the Company on 3 June 2010 and 7 June 2010 respectively,
conferring rights to subscribe for ordinary shares of the Company
at a subscription price of HK$0.22 per share during a period of
24 months commencing from the date of issue of the Warrants.
The Warrants were unexercised and lapsed upon the expiration
of their exercise periods on 2 June 2012 and 6 June 2012

respectively.

BfE

(if)

H E201266A308 1t ~@ A8 #HE -
137,000,000 BRREE BT UREARR
7]137,000,000/% (20114 : 59,600,000/%)
LB KRB 536,948,000/ T (20114 :
13,953,000/ 7t) * H #1,370,0004 7t (2011
4 : 596,000/ 7T) 5t AR » #2T35,578,0007%
7L (20114 : 13,357,000/ 7T ) 5t AR (A& EER °
BIEAREE 2 5 EK + 11,205,00074 7T (2011
& 11,297,000 7T) B BEEREREERZR N

i (B AR ©

BN - AR A D RIM2010F6 A3H M2010F6 A7
HEATMARBEITE R IE EmRAREE ([#EF]) (K
i T RER B B S B 1T B B e Rt 248 B IR iR
RBETRRM0.22B TREARAIHNEBERMG)
+£344,000,00017 #120,000,00017 2 Bl 1420124
6 A2H K&2012F6 A6 H E1T{E M & KK -
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NOTES TO THE FINANCIAL
STATEMENTS

18. SHARE CAPITAL (Continued)

Notes: (Continued)

19.

Sino Oil and Gas Holdings Limited

(iii)

As at 30 June 2012, there are 250,000,000 outstanding
unlisted warrants issued by the Company on 10 November 2010
conferring rights to subscribe for ordinary shares of the Company
at a subscription price of HK$0.53 per share during the exercise
period on and after 22 January 2011 and up to and including 10
November 2014.

During the period, 644,740,000 share options lapsed.
Particulars of the share options of the Company are set out in

the section “Share Option Scheme” in this report.

COMMITMENTS

a)

Operating lease commitments
At 30 June 2012, the total future minimum lease
payments under non-cancellable operating leases are

payable as follows:

B R M

18. R& (&
MiaE : (8)

(i) 7201266 HA30H * AR FMN20106F11 A10H &
T FHEF B2011F1 22 £ HE2014F 11
A101E1TE B Mz REE SRR H0.538 TR
BEARBR SRR MABETENIELETHRRE
7 /250,000,00017 ©

(iv) HIW - 644,740,00015 FEARHEE KK - AR AIREAR
2 FIBERTI R IR S P BB ERT S BD -

19. & iE
a) REHERE
M20125F6 H30R + A HEKLEHE 2 A
BEM 2 ZREERBLEOT ¢

30.6.2012 31.12.2011
HK$’ 000 HK$’ 000

FHET F& T

Within 1 year 1F A 4,661 2,091
After 1 year but within 5 years 1FZB5ERN 3,012 2,245
7,673 4,336

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

option. None of the leases includes contingent rentals.

TEERERERLF

AEBRREBLLHEERARZHEYEZABEA -
—RME REFHEZNFHREN F1E5F - ¥
BEEEEER MAEESERREIARSE -




19. COMMITMENTS (Continued) 19. R IE (&

b) Capital commitments b) EAREIE
(i)  Authorised but not contracted for () EREEKRETA
At 30 June 2012 and 31 December 2011, the K2012%F6 A30H &2011F12H31
Group was committed to develop in the total 9 B AEEHHREINSE A MR A &E
new oil wells under the development contracts of XEHERZESRMZES LEH A
the Liuluoyu Oil Field and Yanjiawan Oil Field. The HeoBetAEZSEHTHEFZEARAT T
estimated total capital expenditure for developing 48 %8 510,100,000 7T (20114
these new oil wells is HK$10.1 million (2011: 10,200,000 7T) °

HK$10.2 million).

(i) Contracted but not provided for (i) B ETAIE K 71

30.6.2012 31.12.2011

HK$’ 000 HK$’ 000
FERT FHET
Commitments in respect of the oil AL AR B RKAR K
and gas fields in the PRC A B 2 A& E 67,884 82,231
20. CONTINGENT LIABILITIES 20.XEBEEE
The Group carries out oil exploitation operations in the PRC. NREBRPRAKELHBRER RFHEEITR
The PRC has adopted environmental laws and regulations RFERFER  ZEFERFRZEN QBRI E
that affect the operations of the oil industry. The outcome 2R o g KR ZIRIRN DEFTSI BN 2 B 8
of environmental liabilities under proposed or future BRZBEBR MBS Bt BEA &
environmental legislation cannot reasonably be estimated KR BEBREAELE EEBERE  WIAFE
at present, and could be material. Under the existing EEMAfEE AN ERFERAESAERNEETE
legislations, however, management believes that there are no ZHEE-
probable liabilities that will have a material adverse effect on
the financial position of the Group.
The Group also engages in the exploration, development AEBMEEHERERZ BIFE  BAEMAE
and production of coalbed methane resources. The METEBRBEZZRBERENFRES 2E
consequence of coalbed mining includes dismantlement and A& - AEBNBEEERETKARE X
demolition of infrastructure in the mining sites. The Group MR LHERNERZER - 12012946 A30
may have obligations to make payments for restoration and H - B4R E IR &R AYEL 71,121,000 7T
rehabilitation of the land after the sites have been extracted. (20114 : 1,132,000/ 7 ) 2 1 ©

At 30 June 2012, a provision of HK$1,121,000 (2011:
HK$1,132,000) was made in the condensed consolidated
statement of financial position.
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NOTES TO THE FINANCIAL B R M aE
STATEMENTS

21. MATERIAL RELATED PARTY TRANSACTIONS 21. EAXBHAEALRS
Key management personnel remuneration TEEBAEMS
Details of compensation paid to key management personnel ENETEEEBEAE (BEAQARES) BEE1EW
including the directors of the Company are as follows:— T

Six months ended 30 June

B Z6H30HLLAEA
2012 2011
HK$’ 000 HK$’ 000
FHET FHET
Salaries and other benefits including the FehEMERN  SEEEMER
contribution to defined contribution RIREHE 2 K
retirement plan 7,415 4,208
22. EVENTS AFTER THE REPORTING PERIOD 22 HEHIHERER
On 18 July 2012, the Company entered into the Subscription R2012F7H18H * AR ml R ZAE NI RE
Agreements with the subscribers pursuant to which the W B AARIBE—REZERS MR =R
Company has conditionally agreed to allot and issue a total 2% [ # 1T A #£200,000,0000% # I 0 - 1EB &R
of 200,000,000 new shares at a price of HK$0.15 per RERRH0.1578 7T o B g3 %;ﬁ 2 R2012F7
subscription share under general mandate. Details of the A18H ZZ\\ETA'FEEPWEQ ABEEED N2012
transaction was disclosed in the Company’s announcement FTAIH K RESEMESARBIEELNE
dated 18 July 2012. The subscription was completed on 29,950,000 8 Tt BEIE—REEES NEAFIER
31 July 2012. The net proceeds from the subscription of Eg o
approximately HK$29,950,000 are intended to be used for
general working capital and funds for the existing projects.
23. COMPARATIVE FIGURES 23. Lk H =F
The comparative figures for share of loss of a jointly controlled MIsE Pr% R B — R ERIEES E N rlEiE
entity as shown in the note 5 have been reclassified to ZHEEFEEHNE  UREEHRZEHRTK -

conform to the current period’s presentation.

Sino Oil and Gas Holdings Limited |[FEERZERER 2 7




MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

During the six months ended 30 June 2012, Sino Oil and Gas
Holdings Limited (the “Company”) and its subsidiaries (collectively
the “Group”) reported a turnover of HK$15,200,000 (2011
interim: HK$15,800,000), a decrease of approximately 3.7%.
The turnover was derived from oil exploitation operations in the
Liuluoyu, Yanjiawan and Jinzhuang oil fields in Shaanxi Province.
An operating loss of HK$34,800,000 (2011 interim: Loss of
HK$15,600,000) was incurred during the period. Revenue
generated from the trial production and sales of coalbed methane
(“CBM”) at the Sanjiao block in the Erdos Basin amounted to
HK$2,800,000 during the period, and was reflected under the item
of Other Revenue as set out in note 6 to the financial statements.

Oil and Natural Gas Exploitation

Coalbed Methane Exploitation—Sanjiao Block in the Erdos Basin

Through its wholly-owned subsidiary Orion Energy International
Inc. (“Orion”), the Group has entered into a production sharing
contract (“PSC”) with its partner in the PRC, B MAARRAE
E /A& China National Petroleum Corporation (“PetroChina”),
covering exploration, exploitation and production at a CBM field
in the Sanjiao block located in Shanxi and Shaanxi Provinces (the
“Sanjiao CBM Project”). The Group owns a 70% interest in the PSC.

At the end of 2011, the National Development and Reform
Commission — National Energy Administration (“NEA”) officially
released a policy paper on “the 12th Five-Year Plan for
Development and Utilization of Coalbed Methane (Coal Mine
Methane)” (the “Plan”). This policy release reaffirmed the state’s
focus on the development of two CBM commercial bases in Qinshui
Basin and the eastern fringe of the Erdos Basin. The Sanjiao CBM
Project was listed as one of the Plan’s core projects on the eastern
fringe of the Erdos Basin.

The formulation of the Overall Development Program of the Sanjiao
CBM Project was completed and submitted to NEA in May 2012.
On 16 August 2012, a letter of reply was received from NEA, giving
consent on the work for the development of the coalbed methane
reserve in the Sanjiao region (the “Reply”). The granting of the
Reply represents NEA’s official acceptance of the application
to have the Sanjiao CBM project proceeding from exploration
to production phase. It signifies a milestone in the project’s
commercial production process and will substantially speed up the
progress of the Sanjiao CBM Project.

EEENWR DN

XK B

HE201266 A30H IEAEAR - AEARZERER
AEI(ARE]) REWB AR (B ARER]) 2 &%
%4 /15,200,000/8 7t (20114 F i : 15,800,000/
TT) R HIBT% - EEERERRAEIRIE  BR
R R AR o B4 B 18 /234,800,000
70 (20115 # 8 : &51815,600,00078 7T) © MAELA -
RBBEam=ERNEERAIAEEHES K
2,800,000 7T + B R 7E B W A A (B 75 s 2% B 7
6) °

AR XARRMARE

RIER IR — DM 2 A ad h = XX Jia 1%
AEBEFBET2EMBARRRZERBERERRA
A(RER])  EFEEHTEAHERARSE QA
(TP AE DRI EESKER  EPELARKRAS
“XRRETHKERAYR ARIKEE(ZRKE
REB]) UEBERTORES °

RERZBERVNNEZEGERERRD (ERER
1) 2011 J& IE = A R T8 S (B3 B A7) B 3% 7
RIt=RREDXM (TRE])  BRGERERIOK
RILMFBBEZ AW REMEARERERICEL - =
THEERBEBERII ST RAMREEHER
MWIEBZ— -

SREERBERAEBREIRWEEHEHTH - IR
201265 A MK B KL IR /B - 201268 A16 A E 5 &
XeRPREAR=MEEEREMAEERMNHT
ERBR([EBH]) - ZBHEFZ=KEERIER A
MRS ARAEANAEERNRZFEHERXTE - I
REBREREANELCEEREFN —ERRER -
BH=XKEEREEEZEGRERA -
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MANAGEMENT DISCUSSION AND
ANALYSIS

In December 2011, Orion entered into a financing agreement
with CDB Leasing Co., Ltd. (“CLC”), a company under the China
Development Bank, pursuant to which CLC would grant a loan
facility of RMB1 billion in support of Orion’s development activities
for the Sanjiao CBM Project. Orion has drawn down RMB200 million
of this facility last year. Upon receipt of the Reply from NEA, the
remaining loan facility provided by CLC will bring sufficient financial
support for the development of Sanjiao CBM Project.

Currently, the Sanjiao block has a total of 9 vertical and directional
wells, and 36 sets of multi-lateral horizontal wells, and is
equipped with a compressed natural gas (“CNG”) head station
with daily compression capacity of 150,000 cubic meters, a
ground pipeline network of approximately 7 kilometers, inter-well
pipelines of approximately 12 kilometers, and outbound pipelines
of approximately 7 kilometers. There is also a completed grid
system of approximately 8.5 kilometers exclusive for Sanjiao block.
The drilling of 21 vertical and directional wells and multi-lateral
horizontal wells are due for completion soon. Designated pipelines
are under construction to connect the Sanjiao block to the local
natural gas pipeline network in Shanxi Province for industrial CBM
users. A total of 25 wells within the Sanjiao block have already
been connected to the pipeline network, which is expected to
be commissioned in the fourth quarter of this year, initiating the
Group’s piped CBM sales. With reference to the progress and
characteristics of different wells, trial sales of gas have begun
in accordance with the program of dewatering. During the period,
natural gas sales by CNG were approximately 2 million cubic

meters.

The Sanjiao CBM Project is about to be in commercial production
and will represent a sustained cash flow stream for the Group.
The granting of the Reply by NEA will help to expedite the pace of
development of the project, which is expected to deliver significant

revenues for the Group.

Liuluoyu and Yanjiawan

The Group’s two oil fields in Liuluoyu and Yanjiawan in the Erdos
Basin, Shaanxi Province, are both productive oil fields. During the
period under review, the two fields had an aggregate crude oil
production of approximately 2,500 tonnes, which was at a similar
level compared with the corresponding period last year.

Sino Oil and Gas Holdings Limited R EERZER B R 2 7

EEENWR DN
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Jinzhuang

Jinzhuang is a productive oil field located on the Erdos Basin
plateau in Shaanxi Province, with an area of 62 square kilometers.
With the economic recoverable reserves of 4.16 million tonnes,
Jinzhuang is an oil field with significant production potential.
The Group is drawing up an overall development plan for the
various blocks in the oil field with a view to further expanding its
production. During the period under review, crude oil output at the
Jinzhuang oil field amounted to approximately 2,000 tonnes.

Liquidity, Financial Resources and Capital Structure

As at 30 June 2012, the net assets of the Group were
HK$3,059,000,000 (31 December 2011: HK$3,061,000,000)
while its total assets were HK$3,696,000,000 (31 December
2011: HK$3,937,000,000). As at 30 June 2012, the Group had
external borrowings of HK$305,000,000 (31 December 2011:
HK$308,000,000) and the gearing ratio based on total assets
was 8.25% (31 December 2011: 7.82%). Details of the Group’s
pledge of assets are shown in the notes 12 and 15 to the financial
statements and the maturity profile of the Group’s borrowings is
shown in note 17 to the financial statements. At the end of June
2012, the Group’s current ratio was 0.21 (31 December 2011:
0.65).

On 18 July 2012, the Group placed and issued a total of
200,000,000 new shares to independent investors at a price
of HK$0.15 per share. The net proceeds of approximately
HK$29,950,000 are designated for use as general working capital
and funds for existing projects.

As the Sanjiao CBM Project has received the Reply from NEA, the
remaining loan facility granted by CLC will provide sufficient funding
to Sanjiao CBM Project. Currently, the implementation of various
programs in the Sanjiao CBM Project has been satisfactory and
the project is moving forward as scheduled. The Group’s financial
condition becomes sound and stable so as to facilitate new project
developments.

Foreign Exchange Fluctuations

The Group is exposed to currency risk primarily through sales-
and-purchase transactions and recognized liabilities of assets
that are denominated in a currency other than the functional
currency of the operations to which they relate. At 30 June 2012,
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 its net exposure is kept to an acceptable
level by buying or selling foreign currencies, at spot rates where
necessary, to address short-term imbalances.
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MANAGEMENT DISCUSSION AND
ANALYSIS

PROSPECTS

The Group will continue to focus on furthering its oil and gas
exploitation businesses based in the Erdos Basin in Shaanxi
Province.

Apart from selling natural gas in the form of CNG, the Group is also
actively paving the way for selling piped gas, due to commence in
the fourth quarter of this year. The construction of related pipelines
is funded by a local enterprise in Shanxi Province and this has been
approved by the Shanxi Provincial Government. Construction works
are currently underway. Upon commissioning, these facilities will
enable gas delivery to keep pace with the increase in production at
the Sanjiao CBM Project. This will in turn help enhance the revenue
and earning abilities of the project.

Based on the results of substantial exploration work for the Sanjiao
CBM Project, we have full confidence in the future development of
the project. Both PetroChina and Orion maintain that the Sanjiao
CBM Project is the project with the fastest development pace and
most promising prospects among all of PetroChina’s Sino-foreign
CBM development projects. As the operator of the project, Orion is
now backed by the Reply of NEA and extensive financial support,
and will ramp up well drilling and development works within the
proven reserve block in order to maximize the development of the
CBM reserve. It will also reasonably expand and perfect the ground
pipeline network to ensure that the CBM produced is fully utilized.
PetroChina, as the PRC party, will continue to support the foreign
party’s tasks and undertake the liaison and approval work in
respect of related procedures.

Management believes that the Sanjiao CBM Project will become
a growth driver of the Group and will bring satisfactory long-term
returns for shareholders going forward. In addition to the focused
development of the Sanjiao CBM Project, the Group will also
actively pursue other investment opportunities in non-conventional
natural gas production and distribution.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2012, the Group employed approximately 280
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 2012, the interests of the directors (the “Directors”)
and chief executive of the Company in the shares and underlying

shares of the Company or any of its associated corporations (within

the meaning of Part XV of the Securities and Futures Ordinance

(the “SFO”)) as recorded in the register maintained by the Company

pursuant to section 352 of the SFO or as otherwise notified to

the Company and The Stock Exchange of Hong Kong Limited (the

“Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers (the “Model Code”)

were as follows:

Hitn & *l

EERROREBERG PEDR

M2012F6HA30H KRB EF([EF]) k&EmiTH
ABRARRSEMAEEE (BB EH KT D
(TBH KSR ]) EXVEIBAE T2 BE) 215 %48
BARR (0 R A S AN A A BRI B 5 I BAE R DI 8535214
BFEZERMAEAKBRIE LMARESETESFRS
R ESTA([RESFRID) MEMNGRA R REBE S
RZBBRAR (B Z#EZMT -

Number of shares/

Long/short Interests in shares/ underlying shares of
Name of Director position underlying shares Nature of interest the Company held
RERHR FEBEAQXTRS,
EEnE BRKR HERGPER EEtE HERGEHE
Dai Xiaobing Long position shares Beneficial owner 880,000,000
"/ o) & 5 BRERA
Short position shares Beneficial owner 708,000,000
KB 8} BERfBA
Long position share options Beneficial owner 36,000,000
e g e BERER A
King Hap Lee Long position shares Interest of controlled 300,000,000
=15 [55) % 10 corporation (Note 2)
EEHI AR ER (HE2)
Short position shares Interest of controlled 200,000,000
KB i 9 corporation (Note 2)
EEH AR ER (FHE2)
Long position share options Beneficial owner 36,000,000
e e BERERA
Wang Ziming Long position shares Beneficial owner 100,000,000
TEH ) & 17y BERERA
Short position shares Beneficial owner 100,000,000
KB [ 7 BEmEAA
Long position shares Interest of controlled 5,000,000
S f& corporation (Note 3)
RSl are s ()
Long position share options Beneficial owner 36,000,000

R

B R

BHEBEAA
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OTHER INFORMATION

Hitn & *l

Number of shares/

Long/short Interests in shares/ underlying shares of
Name of Director position underlying shares Nature of interest the Company held
REBH R FEEAXTRS,
EEnR HRE/ WA HERGPER ERtE HERGOEHE
Wan Tze Fan Terence Long position shares Beneficial owner 33,660,000
mTE o=} & 7 BERBEA
Long position share options Beneficial owner 36,000,000
e Y BERBERA
Kong Siu Tim Long position shares Beneficial owner 42,000,000
LA e & 7 ExnEEA
Long position share options Beneficial owner 3,000,000
e B BEmEEA
Wong Kwok Chuen Peter Long position shares Beneficial owner 2,000,000
ek Ha i 15 BEmEAA
Long position share options Beneficial owner 3,000,000
o=} B2 BERBBEA
Wong Lung Tak Patrick Long position share options Beneficial owner 3,000,000
=ER o=} B BERBEA
Wang Yanbin Long position share options Beneficial owner 3,000,000
FIEE, o=} B BEmEAA
Notes: MfsT -

(1) Particulars of directors’ interests in the share options of the Company

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

(2) Wai Tech Limited owns 300,000,000 shares and has short position
of 200,000,000 shares of the Company. Wai Tech Limited is wholly

owned by Petromic Corporation which in turn is wholly and beneficially

owned by Mr. King Hap Lee.

(3) 5,000,000 shares of the Company are owned by Harmonie

Developments Limited which is wholly and beneficially owned by Mr.

Wang Ziming.

Sino Oil and Gas Holdings Limited

TEBERERERDF

(1) EB=RAREBREORRFISEN [BRETE ] —8 -

(2) EEAER QA AE300,000,0008 8% 7 # =% &
200,000,000/ & M4 &, MEGEB R AR B ERAH
BRARGEE  MEENHERANLEZERERESR -

(3) 5,000,000 HEEEREELEREREA L AR
Harmonie Developments Limited# A °




Save as disclosed above, as at 30 June 2012, 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.

SHARE OPTION SCHEME

At the Annual General Meeting of the Company held on 28 May
2010, the shareholders of the Company approved the adoption
of a new share option scheme (the “New Option Scheme”) and
the termination of the old share option scheme adopted on 6
March 2002 (the “Old Option Scheme”, together with the New
Option Scheme, collectively the “Schemes”). No further options
may be granted under the Old Option Scheme upon its termination
and options granted and unexercised prior to such termination
shall continue to be valid and exercisable in accordance with the
provisions of the OIld Option Scheme. The Schemes are 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”). All the outstanding options under the Old
Option Scheme lapsed on 5 March 2012.

B EXFTREE SN 0 R2012F6 8308 @ EAQFE
ERESTHRAERARGSEREE (ABEHFR
HEGOIEXVEAE T 2 8%E) 2’k - BERG k&
HREAREEF KBGO B 35218 A & sk p & mL i
ZEAERSKE  IERRBZETAENE AR
BRI ERRAR -

BRESTE

RNATFR2010F5 A28 H RITH R R AF R G F&K
RHLE SRR IR B ([T AR T 81 )) AR bR
200263 H6H MMM EIRER 2 (EBRETE ]
ERFERETE - RBIGE] ) EBERES IR
WIEBETAI AR EERE  EERDmERTENE
BREDABR WA REEZETIERTE HEITE
meamrmEs EmRA( ETRMDETLEZE
BRE - TEEEBREEIET M mWARITEER
2 M20129F3 A5 H E 1715 A3 R 2 M M K3
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OTHER INFORMATION

As at 30 June 2012, 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 New
Option Scheme. Each option gives the holder the right to subscribe

Hitn & *l

R20129F6 A30R  EXERAKEESNREFN B
BAENBERERDARBAQRRND 2 BRES
BANATZEAARER BOBEREETHAEARE -
BB i 2 RER - R R AL E R BRI AP R A

for one share. Details of share options held by the Directors and RESFEBHFBFHNTE
employees of the Group and movements in such holdings during
the period are as follows:
Number of options
BREHE
Outstanding Exercised Lapsed Outstanding
at 1 January during the during the at 30 June Exercise price
2012 period period 2012 Date of grant Exercise period per share
(D.M.Y) (D.M.Y) HK$
#2012 20125
1A18 6A30H BRKRH
R AT RERTR RERER i R AT REAH TRER TR
(R.AE) (B.A.5) BT
Directors
B2
Dai Xiaohing 36,000,000 - - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
Bl
King Hap Lee 36,000,000 - - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
S
Wang Ziming 36,000,000 - - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
TEH
Wan Tze Fan Terence 10,000,000 - 10,000,000 - 22.08.2007 22.08.2007-05.03.2012 0.375
ETE 3,000,000 3,000,000 - - 21.08.2008 21.08.2008-05.03.2012 0.180
36,000,000 - - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
Kong Siu Tim 17,000,000 - 17,000,000 - 22.08.2007 22.08.2007-05.03.2012 0.375
IOH 5,000,000 - 5,000,000 - 22.04.2010 22.04.2010-05.03.2012 0.390
3,000,000 - - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
Wong Kwok Chuen Peter 4,000,000 - 4,000,000 - 22.08.2007 22.08.2007-05.03.2012 0.375
HEZ2 2,000,000 - 2,000,000 - 22.04.2010 22.04.2010-05.03.2012 0.390
3,000,000 - - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
Wong Lung Tak Patrick 3,000,000 - - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
ECd
Wang Yanbin 3,000,000 - - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
TiEM
Employees 56,250,000 - 56,250,000 - 26.01.2007 26.02.2007-25.02.2012 0.189
= 338,190,000 - 338,190,000 - 22.08.2007 22.08.2007-05.03.2012 0.375
6,000,000 6,000,000 - - 21.08.2008 21.08.2008-05.03.2012 0.180
210,800,000 - 210,800,000 - 22.04.2010 22.04.2010-05.03.2012 0.390
547,700,000 128,000,000 1,500,000 418,200,000 06.12.2011 06.12.2011-05.12.2021 0.276
Notes: B s -
(1) No option was granted during the period. (1)  FEAR I EE R o

(2) During the period, the weighted average closing price of the Company’s
shares immediately before the dates on which the options were

exercised was HK$0.199 per share.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2012, 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:

FTERRZER

2012566 A30H - BIEFEH KB ENIE336KFE
ZERMAEHE  WTALT (BHFEARREERRST
BAB)RAAB 2RO P HEEEZNT -

Long position in the shares of the Company REQATROFBDBEEZTFE

Name of shareholder Nature of interest Number of shares held

REAR ERME FEsRo#A

Mandolin Capital Pte. Ltd. (Note 1) (Fff5F1) Beneficial owner 1,631,375,000
EmlB A

CDB Leasing Co., Ltd. (Note 2) Security interest 2,296,000,000

Bk mMEEFR LA (ME2) REER

Notes: MEE -

1. Mandolin Capital Pte. Ltd. (formerly “Mandolin Fund Pte Limited”) is
a wholly owned subsidiary of Richard Chandler Pte. Limited (formerly
“Richard Chandler Capital Corporation Pte Limited”) which is in turn
a wholly owned subsidiary of Richard Chandler Holdings (formerly
“Richard Chandler Capital Corporation”). Richard Chandler Holdings
is wholly owned by Cosimo Management Limited as trustee of a trust
of which Mr. Richard Chandler is the settlor. Pursuant to the SFO,
Richard Chandler Pte. Limited, Richard Chandler Holdings, Cosimo
Management Limited and Mr. Richard Chandler as settlor are taken to
be interested in the shares of the Company held by Mandolin Capital
Pte. Ltd.

2. Regarding the security interest in 2,296,000,000 shares being held by
CDB Leasing Co., Ltd., China Development Bank Corporation Limited
which holds 88.95% interest in CDB Leasing Co., Ltd. is deemed to

have security interest in such shares.

Saved as disclosed above in this section, as at 30 June 2012, the
Company has not been notified of any other persons (other than the
Directors or chief executive of the Company) who had any interest
or short position in the shares or underlying shares of the Company
as recorded in the register required to be kept under Section 336
of the SFO.

1.  Mandolin Capital Pte. Ltd. (A]#Mandolin Fund Pte
Limited) ZRichard Chandler Pte. Limited (Fif&Richard
Chandler Capital Corporation Pte Limited) &) % & [
B AR M1 #& ARichard Chandler Holdings (A1 1%
Richard Chandler Capital Corporation) )2 &M B~
A) o Richard Chandler Holdings/3 B — 85 7 (Richard
Chandlerse £ R HB E & T A) #9155 ACosimo
Management Limited® & A - RIEFH KB E K
I - Richard Chandler Pte. Limited * Richard Chandler
Holdings * Cosimo Management LimitedRichard
Chandlerst & (fE R B E & T A) 9 # & A Mandolin
Capital Pte. Ltd.FTH B WK R B &= -

2. FHAEREMBEAEFRAAN(BREED HEED
2,296,000,0000% A% {5 B4R & # &, B 7B R B 3 R 1T AR
MAERAE A BIRHES8.95%#2 » I TR BN
ERMPEEREER

B F XX EE SN R201296 A30H - AAQ T E
BEECHEMALT (TEERRFZESFH&ESITHA
B)RAERSHEAREES RAEEMEI3GIKEART
8% 58 & 5o 89 AN 2 R] AR 19 ok A8 BA AR 19 89 Al 4 25 3 A

P
B o
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OTHER INFORMATION

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

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

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 the review of the unaudited interim report of the Company
for the six months ended 30 June 2012.

CORPORATE GOVERNANCE

The Code on Corporate Governance Practices (the “Former Code”)
set out in Appendix 14 to the Listing Rules has been amended
(the “New Code”)
effective from 1 April 2012. The Company has complied with all the

and renamed the “Corporate Governance Code”

code provisions of the Former Code and the New Code during the
period from 1 January 2012 to 31 March 2012 and the period from
1 April 2012 to 30 June 2012 respectively.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct and
rules to govern transactions by all directors in the securities of the

Company.

All directors have complied with the required standard regarding
directors’ securities dealings set out in the Model Code during the
six months ended 30 June 2012.

By Order of the Board
Dai Xiaobing

Chairman

Hong Kong, 24 August 2012
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