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Financial Summary
MBRE

A

Unaudited
RBEX
Six-month period ended
June 30,
BEASA=1+HILAEA
2012
—g-=% T4
RMB’000 RMB’000
AR%T T ARETTT

Total revenue Pl 1,756,012 1,282,917
Profit from operations Sl 665,449 512,282
EBITDA EBITDA 1,042,188 743,694
Adjusted EBITDA TR EBITDA 1,062,600 809,340
Net profit for the period BAREm F 347,053 303,864
Basic earnings per share BRERZF]

(RMB per share) (BRARE) 0.13 0.12

As at
®
June 30, December 31,
2012
—E——F
ANBA=+H +=ZA=1+—
RMB’000 RMB'000
AR%T T ARET T

Property, plant and equipment TEE - THRRZME 5,889,425 5,267,499
Cash and cash equivalents HeERREEEY 371,955 533,029
Total assets BEE 7,669,558 7,426,325
Total equity Wi 3,244,502 2,962,653

Ml EERIZRERAT « —E——FhimE 05



Operating Summary
EERE

Six-month period ended
June 30,
BEASA=THLAKEA
2012 2011
B 4

Sales volume HE
Crude oil (barrels) Fod (48) 2,421,658 1,821,820
China oilfields 2,041,370 1,821,820
Kazakhstan oilfields A H718)) 380,288
Export sales : 360,859
Domestic sales B 1 19,429
Gas (Mscf) 1 795,424
Kazakhstan oilfields : 795,424
Total (BOE) (Note) fEs) (M 2,554,229
Net production volume 2
Crude oil (barrels) b 2,433,221 1,815,069
China oilfields 2,048,825 1,815,069
Kazakhstan oilfields Hr18)) 384,396
Gas (Mscf) SN 841,582
Kazakhstan oilfields g{ H73H) 841,582
Total (BOE) (Note) T(RE=) (M) 2,573,485
Average daily net HEYFRFRHES
crude oil production
Crude oil (barrels) i 13,369
China oilfields 11,257
Kazakhstan oilfields y 2,112
Gas (Mscf) 4,624
Kazakhstan oilfields 4,624
Average realized price SFi'Jgiﬁ{“ifﬁ
Crude oil (US$ per barrel of Bh (=T SREH)
crude oil) 114.61
China oilfields 119.61
Kazakhstan oilfields i o, 2738 ) 87.81
Export sales 89.64
Domestic sales B HE 53.87
Gas (US$ per Mscf) ARR(Ex/ TEE
VYFHER) 1.15
Kazakhstan oilfields 55 7o 2B jh 1.15
Lifting costs(US$ per barrel of $EmBiZs (£, SHEEH)
crude oil) 8.24
China oilfields R B 8.03
Kazakhstan oilfields & 7 72 Hi 18 i F 9.38

Note: A BOE conversion ratio of 6 Mscf = 1 barrel of oil, for H BEROTEETHRRRAR=1HERHNIR
reference purpose only. HipIEtE  EHeERAN -
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Operating Summary
EERE

Six-Month period ended

June 30,

BEASA=1+THLAEA
2012

—E——F

Gross

Wells drilled during
the period
Development wells

China oil fields
Successful
Dry

Kazakhstan oilfields
Successful
Dry

USA oilfields
Successful
Dry

Exploration wells

China oil fields
Successful
Dry

Kazakhstan oilfields
Successful
Dry

USA oilfields
Successful
Dry

Horizontal Wells (Note)

China oil fields
Successful
Dry

Kazakhstan oilfields
Successful
Dry

USA oilfields
Successful
Dry

HA R S B

P
F (58 e
PRI §73
LS
5 2 52 273 i
PRI # R
L
Eeip
BRI
2
B R A
P 58 e
KD B R
g3t
5 B 52 3 3
FRIh i IR
S
XBEHMA
DRI §73
I

K H (B EE)
Fh B
PRI R
5
5 B 5= 27 48 h
BRI
gt

2

Operated by the Company &£ 2 5121

Operated by others

HH A RRME

254 227.8
251 225.2
248 223.2
248 223.2
2 2.0
2 2.0
1 —
1 —
3 2.6
2 2.0
2 2.0
1 0.6
1 0.6
3 1.5
1 0.9
1 0.9
2 0.
2 0
253 225.2

Note: The three horizontal wells include a development well in
China oilfields, a development well and an exploration well in

USA oilfields.

s ZAKTPHREDBRHBE—ARMEN B

H—ARZEHFR—O#RTRHE -
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BEEEWNE D

Management Discussion and Analysis

BUSINESS REVIEW AND PROSPECTS
The Company’s results in the first half year of 2012
(“Current Period”) are significantly better than the first
half of 2011 (“Prior Period”). Crude oil sales increased
33% to 2.42 million barrels and revenue increased
36.9% to RMB1,756.0 million. Realized crude oil price
increased 6.5% to US$114.61 per barrel. Net crude oil
production increased 33.3% to an average of 13,369
barrels per day. In the Prior Period, the Company had
no gas sales, but in the Current Period with the
purchase of Emir-Qil, our Kazakhstan properties, gas
production averaged 4,624 Mscf per day.

The Current Period results include the Kazakhstan
properties acquired in late September 2011 which
achieved crude oil sales of 0.38 million barrels, gas
sales of 0.80 billion scf, revenue of RMB0.22 billion, a
realized crude oil price of US$87.81 per barrel, a
realized gas price of US$1.15 per Mscf and net average
crude oil production of 2,112 barrels per day, and our
northeast China oil properties (the Daan, Moliging and
Miao 3 production sharing contracts) which improved
significantly over the Prior Period with a 12.1%
increase in sales volume to 2.04 million barrels, a
20.3% increase in revenue to RMB1.54 billion, an 11.1%
increase in realized oil price to US$119.61 per barrel
and a 12.3% increase in average oil production to
11,257 barrels per day.
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Management Discussion and Analysis

BEEFNWR DM

The Company had budgeted to invest US$303 million
for the China oil properties, the Kazakhstan oil and gas
properties, and the USA shale oil properties in 2012.
During the Current Period, a total of US$154 million has
been invested of which US$152 million was spent on
the existing projects in China, Kazakhstan and USA;
and US$2 million was for an acquisition of a shale oil
project in the USA. Out of the US$154 million invested
during the Current Period, US$127 million, US$22
million and US$5 million were invested on the China oil
properties, Kazakhstan oil and gas properties and the
USA properties, respectively. In the Prior Period,
US$101 million was invested with all of the US$101
million invested in the then existing projects.

Drilling continued at a brisk pace and during the
Current Period, the Company drilled 251 gross
development wells without any dry holes as compared
to the Prior Period when 263 gross wells were drilled
with 1 dry hole. In the Current Period 3 exploration
wells were also drilled without any dry holes. No
exploration wells were drilled in the Prior Period.
During the Current Period, we drilled our first
horizontal well. Included in the Current Period well
counts of 254 wells, three are horizontal wells with two
in the USA and one in China. Of all the wells drilled in
both the Current and Prior periods, only one Current
Period horizontal well was not operated by the Group.
The Group continues to demonstrate its proven
capability in development operations, now extended
into exploration and horizontal drilling and completion
operations.

ARFDHEER - ZE——FRhEAHE
E-WBESIEAEMERARIEE UK
EEESMEERE303EET - RAH
AR ARRBRESGHIBEET &
FASEETLARTE - BiERHBERE
B AEE : M2ABRThARIKE
ER—BBEEHMEL - RAHBASIEE
15483t - 1.27 83T » 22008 3%
TTESEBELSFIEERTREHEE
BERANE R AR AAREE  UEER
BE - RBEHE ARAEEE101E
ET ZI0EELEHERENSRHNIE
BIHER -

ERIENAPHEERRELE  AQF
HBFEBI1AFEH - BRI ESR - 48
BT RER230 4R A O A
R AAEIMEEBR=ZOBHFIT &%
B R MR A HARE RS K B IR B iR
o RAHRE - B REBRERAKFEH - £
ANERE 254 O H M HHFRIE=0OAKE
F o ERRMAMNRERR— AR RFEH -
RAME KRBT BEEEROEHFS - R
B—AKRHBBZKFEHIWIEHANEERR
B AEBEHRABEE T EEER RER
BEN  BEEHRREZHIERKFERR
FEHEE -

Ml EERIZERAERAT » —E——Fhims 09




BEEEWNE D

Management Discussion and Analysis

All three exploration wells drilled in the Current Period
are successful. One horizontal well discovery
established our first production in the Niobrara oil
shale play in Colorado, USA; the second discovery
found the North Kariman oil field in the exploration
area of our ADK area in Kazakhstan (production test
performed on one zone resulting in oil flow at good
rates and additional zones have been planned); the
third discovery, also located in our Kazakhstan
properties, will be completed and production tested
soon which logs indicate commercial oil. Following the
Company's low risk strategy has yielded 100% success
in its first three exploration wells.

From the Prior Period to the Current Period, the Group
successfully expanded its drilling both in terms of
geography from only in China to now also include
Kazakhstan and the USA, and in terms of technology to
include two operated, successful horizontal wells.

During the Current Period, the Company made two
acquisitions aiming at expanding the Group's existing
scale of operations and improving the Group’s
operation and technical expertise, both of which were
entered into at low initial investment cost.
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Management Discussion and Analysis

BEEFNWR DM

In May 2012, the Company, through its wholly owned
subsidiary MIE Jurassic Energy Corporation, acquired
50% capital interest in White Hawk Petroleum, LLC
("White Hawk") from Pacific Energy Development
Corporation (“PEDCQ”) for US$2 million. White Hawk is
a newly formed Nevada LLC whose assets consist of a
minority, non-operated interest in the Leighton —
Mandurah Prospect Deep Contract Area in the Eagle
Ford Shale oil trend, McMullen County, Texas. White
Hawk has a 7.939% working interest and a 5.95425%
net revenue interest covering 1,650.75 gross acres and
including three existing producing wells. Undeveloped
acreage has room for 24 additional wells based on
eighty-acre spacing. The acquisition will improve the
Company’s operating and technical expertise in regard
to horizontal drilling and completions by participation
in another of the USA’s most active gas/oil shale plays.

In June 2012, the Company agreed to acquire 51%
interest in Sino Gas & Energy Limited (“SGE"). SGE's
principal business activity is the exploration and
development of unconventional gas in China on the
eastern flank of the Ordos Basin under two Production
Sharing Contracts, namely Linxing and Sanjiaobei
PSCs. The Company paid US$10 million at closing in
July 2012. Over the next few years, the Company will
pay an additional US$90 million to fund exploration and
delineation drilling plus preparation of Chinese reserve
reports and related overall development plans. The
Company's estimate of risked contingent resources
(2C, 100%) is 0.97 Tscf. A past public presentation
indicated un-risked gas 2C contingent resources of
1.799 Tscf and midpoint prospective resources of 1.861
Tscf for 100% interest in these two PSCs at the
beginning of 2012. For further details please refer to
the Company’s announcement dated June 27, 2012.

RZE—ZFHA ARFAEBEEZEW
J& 72 BIMIE Jurassic Energy Corporation &
Pacific Energy Development Corporation
([PEDCO]) Uk &% 7 White Hawk Petroleum,
LLC (Twhite Hawk |) #50% & 7 # % - 1F
fE28 B3 T - White Hawk & — R #T48 A%
WAEERETERQAR  REEBERE
REMERGREEEE S mEREE —
SEENERERREMNDEIIEERER -
White Hawk#1,650.75 8 EAE R # 5 7.939%
w12 5.95425% F W wm - BHRBEE=
RIRAEEH - U\ THmMA R AR
FER - RFE AR EA FEIMEE 24 DI
ZTHE BR2MI -—EEAZERHRA
RABEBBEIZES  ZBREGRSEA
DAV KT ER R THORIERETE
ESIE X

RZZTE—ZF XA ARAEREWESNo
Gas & Energy Limited ([SGEJ) #151% &Y #&
% o SCEME B EHKITEARIEM M E @
PRAR EER=IERHKE
B REE A R A8 FF B IE
BRAAR - RZZT—ZFLAERE
B RQAE X 1,0008 37T ° K IRE
F o ART B IR R 2 RER - URE
RIREFERE RAEEEAEG RN
EEHN9,000 BETT - NARIHFIAE EREK
AE%EEEAR(2C - 100%) £0.97 BIEZ
BETFER - BAZSRAERBRINR-F
—ZFEY)  ZMHBERBDRAR100% .2
2 AEREREZINAAR2CEBE
ERB179EEISETIHERRPRRS
ERA1861BEIZETTER - HR#E—
HHE BAHARARAEATS ——F
NAZTEERRE -
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BEEEWNE D

Management Discussion and Analysis

The acquisition will provide a clear way for the
Company to immediately begin participation in China
unconventional gas under two existing PSCs with
significant potential, aligning the Company for more
effective future participation in the rapidly expanding
exploration and development of Chinese
unconventional gas resources.

FINANCIAL RESULT HIGHLIGHTS

The Company’s revenue increased by RMB473.1
million, or 36.9%, from RMB1,282.9 million for the Prior
Period to RMB1,756.0 million for the Current Period.
Compared to the year ended December 31, 2011,
revenue for the Current Period is equivalent to 62.1%
of the revenue for the full year in 2011.

The Company’s adjusted EBITDA increased by
approximately RMB253.3 million, or 31.3%, from
approximately RMB809.3 million for the Prior Period to
approximately RMB1,062.6 million for the Current
Period. Compared to the year ended December 31,
2011, adjusted EBITDA for the Current Period is
equivalent to 61.6% of adjusted EBITDA for the full year
in 2011.

The Company’s net profit increased by RMB43.2
million, or 14.2% from RMB303.9 million for the Prior
Period to RMB347.1 million for Current Period.
Compared to the year ended December 31, 2011, net
profit for the Current Period is equivalent to 53.8% of
net profit for the full year in 2011, after subtracting
from the 2011 net profit the RMB460.3 million one time
non-cash gain arising from the acquisition of Emir-Oil.

For the Current Period the Company’s basic and
diluted earnings per share were RMB0.13. For the Prior
Period the Company's basic and diluted earnings per
share were RMB0.12 and RMBO0.11, respectively.
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Management Discussion and Analysis

BEEFNWR DM

The aggregate average realized oil price for China and
Kazakhstan was US$114.61 per barrel for the Current
Period compared to US$107.63 per barrel for the Prior
Period. For our China oilfields, the average realized oil
price was US$119.61 per barrel for the Current Period,
compared to US$107.63 per barrel for the Prior Period.
For our Kazakhstan oilfields, the average realized oil
price comprising export and domestic sales was
US$87.81 per barrel for the Current Period. The
average realized oil price for the Current Period was
US$89.64 per barrel from export sales (after
transportation and marketing commissions of
US$21.21 per barrel) and US$53.87 per barrel from
domestic sales.

Lifting cost per barrel was US$7.83 per barrel for the
first half of 2011 compared to lifting costs of US$8.24
per barrel for the first half of 2012 (not including the
gas in calculating lifting cost). The increase is mainly
due to (i) increase in staff costs due to increase in
salaries and additional workers for our China
operations; (i) increase in electricity expense due to
more productive wells and higher unit electricity fee;
(ii) increase in number of productive wells for our
China oilfields resulting in the increase in downhole
operating costs and repair and maintenance costs (for
the China oilfields, we operated 1,832 productive wells
as at June 30, 2011 and 2,206 productive wells as at
June 30, 2012); and (iv) the inclusion of Emir-Oil which
has a higher lifting cost than our China oilfields.

FEREER AR ASHENETHER
HEAEEI46ET  MBATHMEA
F1107.63%7C - BEEMMFEHEMS -
AEES BT REAER119.61%T
miBEHAR A A S 107.63%5T  BLEM
WAERAGEREMS - ANBENFEE
BhE(EEEORGEBRRMEE) 55H
87.81% T » AR RE HAHENTFHE
HHE (R EM21.21ETH B K2
&%) BEMev.6A=TT KRAMMKER
M E Y E IR ER| AEM53.87%TT °
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BEEEWNE D

Management Discussion and Analysis

OUTLOOK FOR 2012

For full year 2012 the Company plans to drill 392
vertical wells and 12 horizontal wells, plus participate
in 2 non-operated horizontal development wells.
Included in these totals are 21 exploration wells, one
of which is a horizontal well. Seventeen of the
exploration wells are on the SGE northwest China
properties. In the second half of 2012, 141 of the
vertical wells remain to be drilled, and 10 of the
operated horizontal wells.

With the addition of SGE and budget revisions on other
properties we have revised our investment budget for
2012, increasing it by US$65 million from US$303
million to US$368 million. The US$65 million increase is
the net of

. US$44 million increase for adding SGE acquisition
cost and 2012 work program including drilling 17
wells,

3 US$47 million increase mainly for adding 8
horizontal wells on our Daan and Moliging
properties including the successful horizontal
development well drilled in the Current Period in
the Moliging oilfield which has been successfully
fracture treated and its production is 4.3 times
those of nearby vertical wells and another
horizontal well drilled and fracture treated in
mid-August in the Daan oilfield, and

. US$26 million decrease in for Kazakhstan Emir-
Oil due to deferral of facility construction costs
into 2013 as design plans are expected to be
finalized in the fourth quarter 2012, and then the
bidding process will take the remainder of 2012
(US$15 million) and by lower drilling and
completion costs (US$11 million).
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Of the planned US$368 million, at the end of the
Current Period, US$154 million or 41.8% has been
expended.

The Company has revised its full year 2012 anticipated
approximate net crude oil production forecast as
follows:

Northeast China (Daan, Moliging and
Miao 3 PSCs)

Northwest China (SGE, exploration,
unconventional gas)

Kazakhstan (Emir-Qil, development
and exploration)

USA (Condor in Niobrara and White Hawk ESE
in Eagle Ford Shale) f

Total

The forecast for China is narrower, but basically
unchanged. For Kazakhstan, previously the Company
had targeted production of 2,700 to 4,500 barrels per
day. Expectations for 2012 are now on the low side of
this previous estimate, primarily due to delays in
getting wells on production in the Current Period,
which we expect will also lead to at least two of the
wells planned for the second half of 2012 to not come
on production until first quarter of 2013. For
Kazakhstan Emir-0il's net crude oil production
averaged of 2,112 barrels per day for the Current
Period; however early in the second half of 2012 it has
increased quickly and for July and for the first half of
August averaged 2,801 and 3,611 barrels per day,
respectively.

FERIL (KL BEFR
B=ERPKAR)

R EPgL (SGE » #h4E -
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I B 52, H73A (Emir-Oil -

B RETR)
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B & H) White Hawk)

RAHBR - BFtElM3.68EETEH -
B 1.54 8% 05k 41.8% °

RAREEITHE - —FE2FEFHO
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Average Barrels
per Day
E=3=k ]

11,270-11,730
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RIZE——F
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2,600 £ 3,100
30-60

COENC)
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Management Discussion and Analysis

The capabilities of the Group to discover new reserves
and to develop new and existing reservoirs expanded
significantly with our technical, operational and
economic successes in exploration and in horizontal
drilling and completion. The acquisition of 51% of SGE
provides entry into China unconventional gas
exploration and development where our technical
expertise and practical working experience in China
can assure future success and significant growth. New
techniques combined with historical methods will
allow continued development the base oil assets in
northeast China (Daan, Moliging and Miao 3).
Production is increasing significantly in the second half
of 2012 on our Kazakhstan properties, and we have
identified more locations to drill to optimize
development on our USA Niobrara leases. The Group
is positioned to continue its healthy growth into the
future.

REVIEW OF OPERATING RESULTS
Six-Month Period Ended June 30, 2012
Compared to Six-Month Period Ended
June 30, 2011

Revenue. Our revenue increased by RMB473.1 million,
or 36.9%, from RMB1,282.9 million for the six-month
period ended June 30, 2011 to RMB1,756.0 million for
the six-month period ended June 30, 2012.

This increase was due to an increase in the crude oil
prices and our sales volume. Average realized oil price
was US$114.61 per barrel for the six-month period
ended June 30, 2012, compared to US$107.63 per
barrel for the six-month period ended June 30, 2011.
Sales volume was 2.42 million barrels for the six-month
period ended June 30, 2012, compared to 1.82 million
barrels for the six-month period ended June 30, 2011.
The increase in sales volume is consistent with the
trend in production volume.
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Revenue for the six-month period ended June 30, 2012
is equivalent to 62.1% of the revenue for the full year
ended December 31, 2011.

3 China

In the six-month period ended June 30, 2012, our
China oil fields realized revenue of RMB1,539.7
million. The average realized oil price was
US$119.61 per barrel for the six-month period
ended June 30, 2012, compared to US$107.63
per barrel for the six-month period ended June
30, 2011. Our sales volume was 2.04 million
barrels for the six-month period ended June 30,
2012, compared to 1.82 million barrels for the
six-month period ended June 30, 2011.

. Kazakhstan

During the six-month period ended June 30,
2012, Emir-Oil realized revenue from oil sales of
RMB210.6 million. Emir-Oil exported 95% of its
sales volume of oil through Titan Oil and realized
prices based on Brent less transportation and
marketing commissions for these sales. The
average realized oil price comprising export and
domestic sales was US$87.81 per barrel for the
six-month period ended June 30, 2012. The
average realized oil price for the six-month
period ended June 30, 2012 was US$89.64 per
barrel from export sales (after transportation and
marketing commissions of US$21.21 per barrel)
and US$53.87 per barrel from domestic sales.
Revenue from export sales of oil accounted for
97% of Emir-Oil's total oil revenue during the six-
month period ended June 30, 2012. Emir-Qil’s oil
sales volume was 380,288 barrels for the six-
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month period ended June 30, 2012, comprising
360,859 barrels from export sales and 19,429
barrels from domestic sales. Emir-0il
commenced sales of domestic oil to Petrochina
International Kazakhstan LLP for 7,368 barrels
and 12,061 barrels of oil in May and June 2012 at
a price of US$55.02 and US$53.17 per barrel for
May and June 2012, respectively. In the past,
Emir-0il, under the ownership of BMB Munai,
Inc., sold oil to the domestic market at a
substantially lower price.

During the six-month period ended June 30,
2012, Emir-QOil realized revenue from gas sales of
RMB5.7 million with a realized gas price of
US$1.15 per Mscf and a gas sales volume of
795,424 Mscf.

Operating expenses. The Group’s operating
expenses increased by RMB320.0 million, or
41.5%, from RMB770.6 million for the six-month
period ended June 30, 2011 to RMB1,090.6
million for the six-month period ended June
30, 2012, primarily due to an increase in
depreciation, depletion, amortization, taxes
other than income taxes, purchases, services
and other expenses, other gain or loss and
administrative expenses.

For the six months ended June 30, 2012, the
operating expenses for our China and
Kazakhstan operations amounted to RMB833.7
million and RMB209.7 million.
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Purchases, services and other expenses. Our
purchases, services and other expenses
increased by RMB45.1 million, or 63.6%, from
RMB70.9 million for the six-month period ended
June 30, 2011 to RMB116.0 million for the six-
month period ended June 30, 2012. The increase
in purchase, services and other expenses was
primarily due to: (i) the increase in sales volume
for our China operations; (ii) increase in
electricity expense due to more productive wells
and higher unit electricity fee; (ii) the increase in
number of productive wells for our China
oilfields resulting in the increase in downhole
operating costs, repair and maintenance costs,
and safety fee expenses. For the China oilfields,
we operated 1,832 productive wells as at June
30, 2011 and 2,206 productive wells as at June
30, 2012; and (iv) the acquisition of Emir-Oil in
September 2011, therefore the results for the
period ended June 30, 2012 included six months
of Emir-Oil’s purchases, services and other
expenses amounting to RMB31.5 million.

Employee compensation costs. The Group'’s
employee compensation costs increased by
RMB8.5 million, or 7.7%, from RMB110.5 million
for the six-month period ended June 30, 2011 to
RMB119.0 million for the six-month period ended
June 30, 2012. The increase in employee
compensation costs was primarily due to: (i) the
acquisition of Emir-0il in September 2011,
therefore the results for the period ended June
30, 2012 included six months of Emir-0il’s
employee compensation costs amounting to
RMB21.9 million; and (ii) in the first half of 2012,
we increased wages for the workers in our China
oilfield operation and hired more employees in
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our China oilfields. As at June 30, 2011, we had
1,743 employees, and as at June 30, 2012, we
had 1,894 employees in our China oilfields. The
increase in employee compensation cost was
partially offset by the decrease in share-based
compensation expenses, which decreased from
RMB49.6 million for the first half of 2011 to
RMB32.1 million for the first half of 2012, and a
reduction in bonuses in the first half of 2012.

Depreciation, depletion and amortization. The
Group's depreciation, depletion and amortization
increased by RMB145.3 million, or 62.8%, from
RMB231.4 million for the six-month period ended
June 30, 2011 to RMB376.7 million for the six-
month period ended June 30, 2012. The increase
in depreciation, depletion and amortization was
mainly due to: (i) the increase in our sales
volume in China oilfields in the first half of 2012;
(ii) the acquisition of Emir-Oil in September 2011,
therefore the results for the period ended June
30, 2012 included six months of Emir-0il’s
depreciation, depletion and amortization
amounting to RMB53.1 million; and (iii) more
depreciation, depletion and amortization from
the Daan and Moliging oilfields.

Distribution and administrative expenses. The
Group's distribution and administrative expenses
increased by RMB22.2 million, or 44.5%, from
RMB49.9 million for the six-month period ended
June 30, 2011 to RMB72.1 million for the six-
month period ended June 30, 2012. The increase
in distribution and administrative expenses was
primarily due to: (i) more business travel
expenses due to the business expansion; and (i)
the acquisition of Emir-Oil in September 2011,
therefore the results for the period ended June
30, 2012 included six months of Emir-0il’s
administrative expenses amounting to RMB9.9
million.
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Taxes other than income taxes. The Group’'s e HIE(BEHESN) - REBMTIA

taxes other than income taxes increased by (FIEHKBRINBHBEE=ZT——FX
RMB128.6 million, or 43.5% from RMB295.4 A=+HIENEABMAREK 2954
million for the six-month period ended June 30, BT % N A R ¥ 1.286 18 7T 54 43.5%
2011 to RMB424.0 million for the six-month EHE_T——FXA=Zt+HLR
period ended June 30, 2012. The following table ERABRMARK 42418 - TREBHKE
summarizes taxes other than income taxes for BE_Z——F#XA=Z+tBEK=-Z
the six month period ended June 30, 2012 and ——FXNAZ+THINEABHBS
June 30, 2011: BRI (FrSBiRRAN) -

Six-month period ended
June 30,

BEAAZTHIEABEANE
2012 2011
—B——fF —EB——F
RMB’000 RMB'000
AR®T BT

,/\ BT+IT

China ==}
Special oil levy RaESRIkESS 292,715 289,363
Others =) 8,396 6,071
301,111 295,434

Mineral extraction tax BV RS 13,765
Rent export tax HeH AR 55,139
Rent export duty expenditures AELHOBEHAX 12,021
Property tax MER 11,652

Others Hith
Withholding tax RINREH

424,014
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This increase in taxes other than income taxes
for our China operations was primarily due to an
increase in the special oil levy we paid to the
PRC government in the first half of 2012 due to
increase in sales volume. The sales volume was
2.04 million barrels for the six-month period
ended June 30, 2012, compared to 1.82 million
barrels for the six-month period ended June 30,
2011. Although the average realized oil price
increased from US$107.63 per barrel for the six
months ended June 30, 2011 to US$119.61 per
barrel for the six months ended June 30, 2012,
the Ministry of Finance increased the threshold
for the payment of the special oil levy from
US$40 to US$55 per barrel with effect from
November 1, 2011 which resulted in a decrease
in unit special oil levy. This reduction in unit
special oil levy offset the increase in special oil
levy payable due to increase in sales volume.
The special oil levy has five levels and is
calculated and charged according to the
progressive and valorem rates on the excess
amounts of the realized crude oil price. The
special oil levy is calculated on a monthly basis
and paid on a quarterly basis.

During the six months ended June 30, 2012,
Emir-0il's taxes other than income taxes
amounted to RMB92.6 million. Please refer to
above for a breakdown of the different types of
taxes other than income taxes paid by Emir-Oil.

Other gain or losses. The Group had other gains
of RMB18.0 million for the six-month period
ended June 30, 2012, compared to other losses
of RMB12.5 million for the six-month period
ended June 30, 2011, primarily due to: (i) the
non-cash unrealized gain of RMB4.3 million from

22 MIE HOLDINGS CORPORATION e Interim Report 2012

FREEENHRIB(IEBERIN EBR
FEHRBEEEN - ASEMR=
T——F ¥ FARERIFHMGH
BRI EEm 2 —=
FRAZTHILERNEAHBENEE
BAER MRBEZT——F X
B=+HIEXEABHEAA182E
Me@EFHERREAHEZEZ
——EXNAZ+BELEANEANER
107.63FTTEMEHE T ——F <
A=+BLEREARNEM119.61%
7T BABCER S A R R U A < B R 1
R ERIOETIREESEL B
—E——F+—A—B4% Htme
BN A#RERREE S T - B A
S A Bl U 2 & TR PR IR S R SH = 48 N
Mg M2 B A REFRIRES - Bl
BRIk ERAR2ENETER
BIR A HERK B - Bl
BRI S B ER AGtE - EFEH
mo

BE-_ZT——FXA=1+HLEAAE
A Emir-Oil BB (FT 8RN B
ANE# 92608 7T ° Emir-0il Z &
BHB(IEHEEBIINORAE 2
B3

HRaS 58 - BE-T——FX
A=+HIEANEAME  AEBZH
R EABARE1808 T HE-
T——FXA=Z+TRHIEANEALHH
RIS H /B E AR 12508 7T
FEHR  (VEHESHBEZAAE



Management Discussion and Analysis

BEEFNWR DM

the oil hedge options due to the movement in
the fair value of the oil hedge options. The
accounting standard requires us to perform a
fair value valuation on the unexpired portion of
any oil hedge option at each reporting period.
The fair value valuation is determined by,
amongst other things, the spot price and the
forward curve of oil prices at the reporting
period; and (ii) the non-cash unrealized gain of
RMB8.5 million from the option granted by the
Company to Acap Limited("ACAP"). The change
in fair value of the option to ACAP is recognized
in the consolidated statement of comprehensive
income.

In October 2010, the Group entered into the following
oil hedge options with Merrill Lynch Commodities, Inc
("MLCI Oil Hedge") for the year ended December 31,
2011 and year ending December 31, 2012:

BEHSAHERHEREEARE
0BT R ARERWE - 5
IEEE R F RS BB A EM
FBRESSEAIBENBOETA
REEMGE - RAEEA(EFRE
1) mE AR EER KA RER
REBMEMET: RIOARAM
Acap Limited ([ACAP &1 2 H£F#%
EREEZHBSREBRR AR
¥ 850& T o W FACAP Z R E
B2 ARBEEZIREERERA

o

RZZE—ZF+A - AEBEEMerrill Lynch
Commodities, NCBE—_ET——F+_A
=+ BLFERBE-_Z——+=A
T+ BLEFEIZUATAERELSE
(IMLCIEREHR]) :

Sold put Bought put
option at option at
strike price strike price

Monthly Annual  (WTI price  (WTI price

Notional

Notional per barrel) per barrel)

Quantity Quantity HE BE

(barrel)
Contract Period BRAER
AR HE (/)

(barrel) AL HIRE L HARE
BEER TREEE TREES
HE (/) WTI{EH) WTI{E#)

Year ended December 31, 2011 150,000 1,800,000
HE-_Z——F+-_F=+—HItEE 150,000 1,800,000
Year ending December 31, 2012 100,000 1,200,000
BE-T——F+-A=+—HItEE 100,000 1,200,000
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The premium of US$8.74 million (RMB57.86 million) for
the above option is payable over 8 installments on a
quarterly basis from April 2011.

The fair value of MLCI Oil Hedge asset as at June 30,
2012 is US$0.52 million and the fair value of MLCI Ol
Hedge asset as at December 31, 2011 is US$1.45
million. We recorded a loss from MLCI Oil Hedge of
US$0.93 million (RMB5.8 million) to write down the
financial derivative asset.

In October 2011, the Group entered into three separate
oil hedge options with JPMorgan Chase Bank. N.A.
("JPMorgan”), Deutsche Bank AG (“Deutsche”) and
Standard Bank Plc (“SB PIc") at monthly notional
quantity of 60,000 barrel each for the year ending
December 31, 2012 (or a total notional quantity of
720,000 barrels) at zero premium:

Counterparty
REHA

JPMorgan
ERAE
Deutsche

==
s

(0=
SBPI
iR

T R4 H{E)

it BifER 8748 E T (AR 5,786 B T)
HEER T —FUNARKEZTESS
HE S o

R_ZE——FNA=ZTHMCIEHEHRE
ENAABEASRERTT MAT——
F+-A=+—H MCIHHEHEERN
AAEEBI14SEETT - HIIHMLCIAR
EHSRERNERANBEET(ARKES0E
TL)  LASEBI RS ATAE A E o

RZT——F+ A AEEHEEFERKBR
TUERKE)  ZESRTIREXR]D
X Standard Bank Plc ([1Z3R |) 5737 = (&
RlABEMSEE  KTHES BE-T
——F+-_B=t-HULFENETAEE
H 2 ROOOEB(HEHEZEHE AR
720,0004@) :

Sold call
option at
strike price
(IPE Brent
price per
barrel)
HEZR
HRETRE
(48 IPE
R hE)

US$131.00
131.00% 7T
US$131.50
131.50% T
US$146.00
146,00 7T

Bought put
option at
strike price
(IPE Brent
price per
barrel)
BERY
HRETREE
(B IPE

Bought call
option at
strike price
(IPE Brent
price per
barrel)
BEZR
HETREE
(548 IPE
AR HE)

US$170.00
170.00% 7T
US$170.00
170.00% 7T
US$186.00
186.003% 7T

US$60.00
60.00% 7T
US$60.00
60.00% 7T
US$60.00
60.00% 7T
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The fair value of these three oil hedge option as at
December 31, 2011 and June 30, 2012 are as follows:

Counterparty
REHA

JPMorgan
ER A
Deutsche

SBPIc
iR

The changes in fair value (liability)/asset of above three
oil hedge options resulted in a gain of US$1.62 million
(RMB10.1 million).

Profit from operations. The Group’s profit from
operations increased by RMB153.1 million, or 29.9%,
from RMB512.3 million for the six-month period ended
June 30, 2011 to RMB665.4 million for the six-month
period ended June 30, 2012. This change was primarily
due to an increase in revenue, partially offset by an
increase in operating expenses.

During the six months ended June 30, 2012, the China
operations and Kazakhstan operations generated profit
from operations of RMB706.0 million and RMB6.6
million, respectively.
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Management Discussion and Analysis

Profit from operation for the six-month period ended
June 30, 2012 is equivalent to 60.5% of the profit from
operation for the full year ended December 31, 2011.

Finance income/(costs), net. The Group's finance cost,
net, increased by RMB68.4 million, or 99.1%, from
RMB69.0 million for the six-month period ended June
30, 2011 to RMB137.4 million for the six-month period
ended June 30, 2012. This increase was primarily due
to finance cost of RMB141.1 million for the period
ended June 30, 2012 compared to RMB101.5 million for
the period ended June 30, 2011, caused by: (i) the
US$400 million 5-year senior notes issued in May 2011
with 9.75% annual coupon rate to finance acquisition
of Emir Qil and to repay the US$200 million LIBOR +
4.5% CITIC bank loan, which resulted in a significant
increase in interest expenses; and (ii) we raised RMB50
million working capital bank loan from China
Construction Bank (“CCB") in January 2012 which was
repaid on July 16, 2012. The effective interest rate of
the CCB loan is 7.015% per annum which also
increased our interest expenses. In the first half of
2011, before we issued US$400 million senior note in
May, we only had the US$200 million LIBOR + 4.5%
CITIC bank loan.

Profit before income tax. The Group's profit before
income tax increased by RMB84.8 million, or 19.1%,
from RMB443.3 million for the six-month period ended
June 30, 2011 to RMB528.1 million for the six-month
period ended June 30, 2012. This increase was
primarily due to the cumulative effects of the above
factors.
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During the six months ended June 30, 2012, the China
operations and Kazakhstan operations generated profit
before income tax of RMB700.2 million and loss of
RMB17.0 million, respectively.

Income tax expense. The Group had income tax
expense of RMB181.0 million for the six-month period
ended June 30, 2012, compared to income tax expense
of RMB139.4 million for the six-month period ended
June 30, 2011. This change was primarily due to an
increase in our taxable income. The effective tax rate
for the six months ended June 30, 2012 is 34%
compared to an effective tax rate for the six months
ended June 30, 2011 of 31%. The increase in effective
tax rate is mainly due to higher non-deductible
expenses relating to interest expense for the US$400
million 5-year senior notes, share-based compensation
expense, and other expenses incurred by non-
operating members of the Group.

Net profit. As a result of the foregoing, our net profit
increased by RMB43.2 million, or 14.2% from RMB303.9
million for the six-month period ended June 30, 2011
to RMB347.1 million for the six-month period ended
June 30, 2012.

Compared to the year ended December 31, 2011, the
net profit for the six-month period ended June 30, 2012
accounted for 53.8% of the net profit for the full year
of 2011 after adjusting out the one-time non-cash gain
arising from the acquisition of Emir-Oil of RMB460.3
million.
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Management Discussion and Analysis

EBITDA AND ADJUSTED EBITDA

We provide a reconciliation of EBITDA and adjusted
EBITDA to net profit for the year, our most directly
comparable financial performance calculated and
presented in accordance with IFRS. EBITDA refers to
earnings before finance income, finance costs, income
tax and depreciation, depletion and amortization.
Adjusted EBITDA refers to EBITDA adjusted to exclude
non-cash and non-recurring items such as share-
based compensation expense, gain/loss on the oil put
option, write-off of inventory, loss on disposal of
property, plant and equipment, geological and
geophysical expense and any other non-cash or non-
recurring income/expenses.

We have included EBITDA and adjusted EBITDA as we
believe EBITDA is a financial measure commonly used
in the oil and gas industry. We believe that EBITDA and
adjusted EBITDA are used as supplemental financial
measures by our management and by investors,
research analysts, bankers and others, to assess our
operating performance, cashflow and return on capital
as compared to those of other companies in our
industry, and our ability to take on financing. However,
EBITDA and adjusted EBITDA should not be considered
in isolation or construed as alternatives to profit from
operations or any other measure of performance or as
an indicator of our operating performance or
profitability. EBITDA and adjusted EBITDA fail to
account for tax, finance income, finance costs and
other non-operating cash expenses. EBITDA and
adjusted EBITDA do not consider any functional or
legal requirements of the business that may require us
to conserve and allocate funds for any purposes.

28  MIE HOLDINGS CORPORATION e Interim Report 2012

EBITDA K {253 % EBITDA

B M E 12 L EBITDA & 4% 78 Z EBITDA B
RF R - ZYRARBER T
WEEAFERZVNGREENTELR
B 1523, - EBITDAE BRI SR A -« BF 75
A BB RITE  HIERBHENRA
F o L FHEEEBITDA TR EHAB AR IER S
FMIEEHMEE - R MEHEY - Ak
RomERE WS IR TEENE EEY
¥ RERBENERE - HE KnERYIE
FZ AR EMIFEEERAFX -

P9 0N FEBITDA % 45 58 2 EBITDA T 5 1Y
B {EEBITDA BB RITE R BN M 55t
2 o F{FI4812 EBITDA R 4L 3% EBITDA TH F
RPEEE  REE - FEDIE - 8]R1T
REMATRERTZHBEE - UTER
PHERERNEMBARNEERR - B
MEBREAREBR  ARIKFIHETRLE AIRE
71 o 98T + EBITDA K #E % EBITDA T 7] 78
SRR MM A RIBEE FIUE
B TR R B AL RN S W EmE
B EMERIER BB ARMLEER
WK B A EE T HE1Z - EBITDA R L 7 B
EBITDAN &t R Fi18 ~ I BIRA ~ BIIS &
AREMIEE SRS o EBITDA &L
A EBITDANG #8 & fE A] e B R BT
AEMMEREREDEESHNEMEBH
BESREEESK ©



Management Discussion and Analysis
EEENWR DM

The following table presents a reconciliation of EBITDA 7~ & & %1) A EBITDA % £ 8 B2 EBITDAR &
and adjusted EBITDA to net profit for each period 5 RHIRS 2~ S FIRIE 85 o
indicated.

Six-month period ended
June 30,
BZEASA=THLNERHE

2012 2011
—EB——F —E——4F
RMB’'000 RMB'000
AR%T AREFTT

Net profit for the period B F @ 347,053 303,864
Income tax expenses SR X 181,042 139,412
Finance income 8 1 ON (3,684) (32,479)
Finance cost HMSER 141,104 101,485
Depreciation, depletion

and amortization E -~ ik 376,673 231,412

EBITDA EBITDA 1,042,188 743,694

Share-based compensation expenses &5 B < 5z
Impairment of inventory FERE
Geological and geophysical expense BRI E A
(Gain)/loss on oil put option )
(7
Loss on disposal of property, BETHE  TH&
plant and equipment KB EE
Gain from changes of fair value of ~ F ACAP HifE A At (BIE
option to ACAP F1E

Adjusted EBITDA 4T EEEBITDA 1,062,600 809,340
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Management Discussion and Analysis

The Group's EBITDA increased by approximately
RMB298.5 million, or 40.1%, from approximately
RMB743.7 million for the six-month ended June 30,
2011 to approximately RMB1,042.2 million for the six-
month ended June 30, 2012. The increase was
primarily due to the increase in realized oil price and
sales volume.

EBITDA for the six-month period ended June 30, 2012
is equivalent to 49.6% of EBITDA for the full year ended
December 31, 2011.

The Group's adjusted EBITDA increased by
approximately RMB253.3 million, or 31.3%, from
approximately RMB809.3million for the six-month
ended June 30, 2011 to approximately RMB1,062.6
million for the six-month ended June 30, 2012. The
increase in adjusted EBITDA was also primarily due to
the increase in realized oil price and sales volume.

Adjusted EBITDA for the six-month period ended June
30, 2012 is equivalent to 61.6% of adjusted EBITDA for
the full year ended December 31, 2011.
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The Group's EBITDA and Adjusted EBITDA by operating
segment for the six months ended June 30, 2012 are
out below:

China Kazakhstan USA
HE RERSE EL:
RMB'000

ARETTR

RMB'000
ARBTT

Net profit for the year 516,170
Income tax expenses ‘ 184,055
Finance income 11y (2815)
Finance cost f 8,568
Depreciation, depletion ;

and amortization 303,494

EBITDA 1,029,472

Share-based compensation
expenses
Impairment of inventory
Geological and geophysical
expense
L0ss/(gain) on ail put option
Loss on disposal of property, ;
plant and equipment BT
Gain from changes of fair T ACAP
value of option to ACAP

Adjusted EBITDA

HEEBITDA 1060832

HE-_Z——FXA=+tHILAEA &
EEIRAEE D M 4851 B EBITDA K AS 37 2
EBITDAZA AR :

Six-month period ended
June 30, 2012
BE-E-—EAB=tR
EAERHH
Inter-
segment
Others* transaction Total
Hft APERE CH
RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARBTR ARETR

(2362 (12772) 347,003
= 181,042

VAR (3.684)

129,990 141,104

109 376,673

1,062,600
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Management Discussion and Analysis

LIQUIDITY AND CAPITAL RESOURCES
overview

Our primary sources of cash during the six-month
period ended June 30, 2012 were cash flow from
operating activities and cash flow from financing
activities. We used cash primarily to fund capital
spending program and dividends.

In the first half of 2012, we had net cash generated
from operating activities of RMB687.5 million, net cash
used in investing activities of RMB1,034.2 million and
net cash generated from financing activities of
RMB183.3 million and a translation income of foreign
currency of RMB2.3 million, resulting in a net decrease
in cash and cash equivalent of RMB161.1 million
compared to the cash balance of RMB533.0 million as
of December 31, 2011.

Cash generated from operating activities

Net cash generated from operating activities was
RMB687.5 million in the six-month period ended June
30, 2012. In the first half of 2012, our net cash
generated in operating activities included profit before
income tax of RMB528.1 million adjusted for, among
other things, depreciation, depletion and amortization
of RMB376.7 million, net interest expenses of
RMB128.9 million, a fair value non-cash gain on oil put
option of RMB4.3 million, write off of inventory of
RMBO0.3 million, gain from changes of fair value of
option to ACAP of RMB8.5 million, employee share
option expense of RMB33.4 million and an unrealized
foreign exchange loss of RMB7.3 million. The cash
movements from changes in working capital in the six-
month period ended June 30, 2012 included decrease
in trade and other receivables of RMB75.7 million, a
decrease in trade and other payables of RMB182.6
million and a increase in inventories of RMB2.6 million.

32 MIE HOLDINGS CORPORATION e Interim Report 2012

MOETEREXER

=
ARABBE-_E——FXA=1tAHIL~E
AHEMNEER SR BEAKEEHELN
RERERMEBTHELENTSRE - &
AAMNBESEEAEINEREL L RIK
BERE o

RZT——F L¥F ARAKEEHE
AR S FEAARK6875(E  BEE
BFTAMIREFEAARK 1034218 7T
REEHEANRSFHEAARK 1.8331E
TRINEBRERZABARK20ET 2
BekBReEENBREE_T—F+=
A=+—HZzHRe#&H ARES33ETEE
BARE161MEBITRERD

KETHEENES
HE-_Z——F~A=+HLE~EAH
M KR ETHEEANEEFEAARE
687518 c MZZE— 4 ¥4 KAQT
KETEEELMNR S FERERAERA
HRARES5281(E7T Ut BREITE - &
BRI ARE 3767 8T  FFERZA
REE1.2891E7T - AR EIE A EESE
BELWHEARBINET FEFABAR
¥30B T FACAPERIKEEAAEE
EE)FS ARE0E T - B THERER
T AR 3,340 BT A R AR B IR HNE FTIEA
RE70BETECANBEEFELAR - &
E-T-——HEXAZTRALEANERLESL
SEHHERNBECELHEEE I REME
WRIER D ARE7 5708 7T - B5 REM
FERF IR D AR EE 1.826 BT RAF &N
AR 2608 7T °



Management Discussion and Analysis
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Net cash generated from operating activities was
RMB646.8 million in the six-month period ended June
30, 2011. In the first half of 2011, our net cash
generated in operating activities included profit before
income tax of RMB443.3 million adjusted for, among
other things, depreciation, depletion and amortization
of RMB231.4 million, net interest expenses of RMB90.1
million, a fair value non-cash loss on oil put option of
RMB16.1 million, employee share option expense of
RMB2.5 million and an unrealized foreign exchange
gain of RMB30.7 million. The cash movements from
changes in working capital in the six-month period
ended June 30, 2011 included an increase in trade and
other receivables of RMB135.8 million, an increase in
trade and other payables of RMB157.7 million and a
increase in inventories of RMB8.3 million.

Cash used in investing activities

Net cash used in investing activities in the six-month
period ended June 30, 2012 amounted to RMB1,034.2
million, mainly as a result of project development costs
of RMB1,168.0 million, and loans granted to GOC of
RMB94.6 million and payment of RMB9.2 million for
acquiring 50% equity interest in White Hawk and
warrants from PEDCO, partially offset by a reduction in
pledged deposits of RMB233.9 million and the interest
received of RMB3.7 million.

Net cash used in investing activities in the six-month
period ended June 30, 2011 amounted to RMB581.9
million, mainly as a result of project development costs
of RMB584.3 million, and loans granted to GOC of
RMB28.8 million, partially offset by a reduction in
pledged deposits of RMB29.4 million required for the
CITIC bank loan, which was released in May 2011 when
the CITIC bank loan was repaid.
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Cash generated from financing activities

Net cash generated from financing activities in the six-
month period ended June 30, 2012 amounted to RMB
183.3 million due to: (i) proceeds from the bank loan
from China Minsheng Bank (“Minsheng”) of RMB233.9
million in June 2012; and (i) proceeds from the bank
loan from China Construction bank (“CCB") of RMB50
million, offset by: (i) 2011 final cash dividend of
RMB95.1 million paid in June 2012, and (i) payment of
RMB5.9 million for share buy back.

Net cash generated from financing activities in the six-
month period ended June 30, 2011 amounted to
RMB1,128.7 million due to proceeds from the issuance
of senior notes of RMB2,524.6 million in May 2011,
offset by: (i) repayment of US$200 million CITIC bank
loan in May 2011, (ii) 2010 final cash dividend of
RMB76.8 million paid in May 2011, and (i) payment of
RMB10.7 million for the fees incurred during initial
public offering.

Our gearing ratio, which is defined as total borrowings
less cash and cash equivalents (“Net Borrowings”)
divided by the sum of Net Borrowings and total equity,
increased from 39.5% as at December 31, 2011 to
42.4% as at June 30, 2012 due to the new bank loans
from Minsheng and CCB.

Our total borrowings to EBITDA ratio, which is defined
as total borrowings divided by EBITDA increased from
1.17 as at December 31, 2011 to 1.32 (annualized) as
at June 30, 2012.

Our total borrowings to Adjusted EBITDA ratio, which
is defined as total borrowings divided by Adjusted
EBITDA decreased from 1.43 as at December 31, 2011
t0 1.30 (annualized) as at June 30, 2012.
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MARKET RISKS
Our market risk exposures primarily consist of
fluctuations in oil prices and exchange rates.

Oil price risk

Our realized oil prices are determined by reference to
oil prices in the international market, changes in
international oil prices will have a significant impact on
us. Unstable and high volatility of international oil
prices may have a significant impact on our revenue
and profit.

Currency risk

The majority of the Group’s China operation sales are
in US dollars, while production and other expenses in
China are incurred in RMB. The RMB is not a freely
convertible currency and is regulated by the PRC
government. Limitations on foreign exchange
transactions imposed by the PRC government could
cause future exchange rates to vary significantly from
current or historical exchange rates.

The functional currency of the Kazakhstan subsidiary is
in US dollars and all export sales are in US dollars. The
transactions of the Kazakhstan subsidiary which are
denominated in the Kazakhstan Tenge are exposed to
fluctuations in the US dollars and Kazakhstan Tenge
exchange rate. Management is not in a position to
anticipate changes in the PRC foreign exchange
regulations or the fluctuations between the US dollar
and Kazakhstan Tenge exchange rates, and as such is
unable to reasonably anticipate the impacts on the
Group's results of operations or financial position
arising from future changes in exchange rates.
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EMPLOYEES

As at June 30, 2012, the Company had 2,264
employees, with 1,908 based in China, 354 based in
Kazakhstan and 2 based in USA. There have been no
material changes to the information disclosed in the
Annual Report 2011 in respect of the remuneration of
employees, remuneration policies and staff
development.

CONTINGENCIES

On August 28, 2000, MI Energy Corporation (“MIE"), the
Company’s wholly-owned subsidiary, entered into a
production sharing contract (“PSC") with Sinopec for
exploration and development of the Shengli oilfield in
Shandong Province. In 2000, MIE began the trial-
development phase of its operations at the Shengli
oilfield and drilled a dry hole. The project has been
suspended since the end of 2004. In April 2005, MIE
requested an extension from Sinopec to restart the
project at the Shengli oilfield. On September 27, 2006,
MIE received a letter from Sinopec denying the request
to restart the project and seeking to terminate the PSC
on the grounds that the extension period of the trial-
development phase had expired and MIE had not met
its investment commitment of at least US$2 million
under the PSC. MIE has invested RMB23.1 million into
Luojiayi Block 64 prior to December 31, 2003 and
believes its investment in the project at Shengli oilfield
had met the required commitment amount under the
PSC. The PSC with Sinopec has not been formally
terminated and the dispute has not entered any
judicial proceedings.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY
OR ANY ASSOCIATED CORPORATION
As at June 30, 2012, the interests or short positions of
the Directors and the chief executives of the Company
in the shares, underlying shares and debentures of the
Company and its associated corporations, within the
meaning of Part XV of the Securities and Futures
Ordinance ("SFO"), which will have to be notified to the
Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he/she is taken or
deemed to have under such provisions of the SFO), or
which will be required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein,
or which will be required to be notified to the Company
and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers (“Model Code”) contained in the Listing Rules,
were detailed as follows:

Name of
gogor@tlon

Capacity/Nature
of Interest

Name of Director
ESHP Bt/ ERitE

Mr. Zhang Ruilin Our Company
SRFmant YN

Mr. Zhao Jiangwei Our Company
HIRLE NG

Mr. Zhang Ruilin Far East Energy
RImFR L Limited (“FEEL")

FEEL

Mr. Forrest Lee Dietrich
Forrest Lee Dietrich 764

M Al\en Mak
mEE

ompany

ompany

V’
V’
V’

Mr. Mei Jianping mpany
BRTRA
Mr. Jeffrey W. Miller

Company
Jeffrey W. Miller 754

| BERIZERERDR o —F

R-ZE——FXA=+R ARAEER
IEﬁB{AEE’\$ A R EAREAE (E&
EHRLREERD([ExRBEGE])FH
XV*B)E’]HQ@ HEARD REEEDES
IR 7 MR (R B EXV A7 289 5
BAEARF LIRS SRR (BIE
AR 1B 55 o M55 (AR 1 MO 6 SC T o AP S iR
REANERNRR)  RIREES LT
166171 28 352 6 MO 40 B BRI X IR T
BRMAngamsoks  SiRE EmRA
I EMBETAEEETESZHORE
PR ([HR2ESF A1) B A& R A7) R B 2 Al
eV SORRFRINT ;

Approximate
total
percentage of
interest in the
corporation
EEEER N
BRHEE S
53.42%

Number of

underlying
Number of shares
shares

i 14
1,414,600,000

KO #E

2,347,000 0.09%

1,414,600,000 53.42%

2,347,000 0.09%
9.99%
90.0%
PALY 0.35%

3,030,904 8,408,808 0.43%

1,267,933 0.05%

1,811,333 0.07%
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Notes:

Q)] FEEL is held by Mr. Zhang and Mr. Zhao as to 9.99% and 90%,
respectively. On May 16, 2003, 9,999 shares in FEEL were
issued to Mr. Zhang, who then transferred 9,000 shares out
of his 9,999 shares to Mr. Zhao on October 4, 2003. Mr.
Zhang and Mr. Zhao have entered into an Acting-in-Concert
Agreement under which they agreed to act in concert in
relation to all matters that require the decisions of the
shareholders of FEEL. Pursuant to the Acting-in-Concert
Agreement, if a unanimous opinion in relation to the matters
that require action in concert is unable to be reached, Mr.
zhang shall be allowed to vote on both his and Mr. Zhao's
shares.

2 These interests represent interests in outstanding stock
options under the Plan and the Scheme. For further details,
please refer to the below section headed “Share Options”.

Save as disclosed above and in the section headed
“Share Options”, as at June 30, 2012, none of the
Directors or the chief executives of the Company had
any interests or short positions in the shares,
underlying shares or debentures of the Company or
any associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he/she had taken
or was deemed to have under such provisions of the
SFO) or which were required to be entered into the
register kept by the Company pursuant to Section 352
of the SFO or which were required to be notified to the
Company and the Stock Exchange pursuant to the
Model Code; nor had there been any grant or exercise
of rights of such interests during the six months ended
June 30, 2012.
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SUBSTANTIAL SHAREHOLDERS'
INTERESTS AND/OR SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES
OF THE COMPANY

So far as the Directors are aware of, as at June 30,
2012, the following persons (other than the Directors,
chief executive(s) or members of the Group) who had
interests and/or short positions in the shares or
underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, which
would be required, pursuant to section 336 of the SFO,
to be entered into the register referred to therein,
were as follows:

Name of Party capacity/Nature

F ER R E 2 FIA9ER 17 B 48 5l B
fhEENEER WikE

REEFHN R_T—_FXA=+8"
THAL(BAEE ESR  TEZTHAR
K B RRIN AR B2 B K AERARR 15
PIRESRBEGRIEXVEE 2R3
BAEARAARBBEOES R SAR
SARERE S R EGPIEBeERELH
ZIEFTIE 2 B R MRS & SKE I
T

Total number
of Shares
(assuming
option is not
exercised)
15 48 2

Approximate
percentage of
interest in the

Company
EARAE

interested party
EELER

FEEL

Mr. Fung Che
HigkE

Ever Union Capital Limited

Harmony Energy Limited

David Bonderman

James Coulter

TPG Star Energy Ltd.
(“TPG")

of interest

St EEEE
Beneficial owner (Note 1)
f A (M)

Interest of controlled
corporati ote 2)
AR O

Beneficial owner &
Interest of controlled

poration (Note 2)
YN

R )2

Interest of controlled
__corporation (Note 3)
X1 EE (PH7E3)
ficial owner (Note 3)
A A (Fft5E3)

(RRIR
e E)

1,414,600,000

B
BAES

53.42%

252,196,000 9.52%

252,196,000

237,438,000

230,838,000

230,838,000

211,855,234
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FEEL is held by Mr. Zhang and Mr. Zhao as to 9.99% and 90%,
respectively. On May 16, 2003, 9,999 shares in FEEL were
issued to Mr. Zhang, who then transferred 9,000 shares out
of his 9,999 shares to Mr. Zhao on October 4, 2003. Mr.
Zhang and Mr. Zhao have entered into an Acting-in-Concert
Agreement under which they agreed to act in concert in
relation to all matters that require the decisions of the
shareholders of FEEL. Pursuant to the Acting-in-Concert
Agreement, if a unanimous opinion in relation to the matters
that require action in concert is unable to be reached, Mr.
Zhang shall be allowed to vote on both his and Mr. Zhao's
shares.

Harmony Energy Limited is a wholly owned subsidiary of
Ever Union Capital Limited which also holds 14,758,000
shares directly amongst 252,196,000 shares. Mr. Fung Che is
the sole shareholder of Ever Union Capital Limited and has
voting and investment control over the securities beneficially
owned by Ever Union Capital Limited.

The interests deemed to be held by each of Mr. David
Bonderman and Mr. James Coulter consists of 211,855,234
ordinary shares held by TPG and 18,982,766 ordinary shares
held by TPG Star Energy Co-Invest, LLC,. The sole shareholder
of TPG is TPG Star, L.P., a Delaware limited partnership,
which is managed by its general partner, TPG Star GenPar,
L.P., a Delaware limited partnership, which is managed by its
general partner, TPG Star GenPar Advisors, LLC., a Delaware
limited liability company, whose sole member is TPG
Holdings I, L.P., a Delaware limited partnership, which is
managed by its general partner, TPG Holdings I-A, LLC, a
Delaware limited liability company, whose sole member is
TPG Group Holdings (SBS), L.P., a Delaware limited
partnership, which is managed by its general partner, TPG
Group Holdings (SBS) Advisors, Inc., a Delaware company,
whose shareholders are David Bonderman and James
Coulter.

TPG Star Energy Co-Invest, LLC is a Delaware limited liability
company, whose managing member is TPG Star Advisors,
L.L.C., a Delaware limited liability company, whose sole
member is TPG Ventures Holdings, L.L.C., a Delaware limited
liability company, whose managing member is TPG Ventures
Partners, L.P., a Delaware limited partnership, which is
managed by its general partner, TPG Ventures Professionals,
L.P., a Delaware limited partnership, which is managed by its
general partner, Tarrant Advisors, Inc., a Texas company,
whose sole shareholder is Tarrant Capital Advisors, Inc., a
Delaware company, whose shareholders are Mr. David
Bonderman and Mr. James Coulter.

@

FEEL FR3R 554 Rt S 4 95 B 9.99% K 90%
Moo NZ_TT=FRA+/XH  FEELH
999 R A ETT FoR A - MRELER =T
T=F+ AW A #H 9,999 I 17§ #99,000
BRAR 1D 8% T 50 £ o SROCAEBBEET T
—BATERE - B R F AR FEELARER
REH—FHERE—BITH - RIE—BITH
ek - fRAEEKBRBIZE—BUTEIBEM — K
BR - REAEERHEBEENROETR
BRK o

Harmony Energy Limited 5 Ever Union Capital
Limited#) & & M & A @] ifi Ever Union
Capital Limited 75 & % #5 A 252,196,000 & i 3
H #)14,758,000% A% 15 o B & 5 4 FEver
Union Capital Limited & i — A% 3 % Ever
Union Capital Limited B 2 1 B &) & % A 1%
FFRARIGE I

W #% % @ David BondermanZt 4 R James
Coulter 55 4 % B 5 5 B # 51 A TPGHF A &)
211,855,234 % ¥ i B& K TPG Star Energy Co-
Invest, LLC ¥/ ) 18,982,766 & & i Ak 48 A%
TPG Y I — AR B A TPG Star, LP. (—RHFhr
MEREBA) BE—REE ATPG Star
GenPar, LP.(—KEHZEMBEREBA)ERE
TPG Star GenPar, L.P. th H —#4 % A TPG Star
GenPar Advisors, LLC. (— R R FEMER A
7)) B2 © TPG Star GenPar Advisors, LLC. &0
—REATPG Holdings |, LP. (—REHzEMNE
[RAF]) » TPG Holdings I, LP. A E—RAB A
TPG Holdings I-A, LLC(— RN BRAR)
&2 - TPG Holdings I-A, LLC #9 — B3 A TPG
Group Holdings (SBS), L.P. (—REFRIZ M B R
A7) * TPG Group Holdings (SBS), L. H —
# & % ATPG Group Holdings (SBS) Advisors,
Inc (—REFREFEMAR) BIE - HIRHE A David
Bonderman % James Coulter °

TPG Star Energy Co-Invest, LLC & — R4 hr 3
MBRRAR - LB B ATPG Star Advisors,
LLC.(— KR E I B R A F)  TPG Star
Advisors, LL.C.#) Mt — FX 8 /3 TPG Ventures
Holdings, LLC.(—REFREMERAA) -
TPG Ventures Holdings, LL.C.H#) & 2 ik B &
TPG Ventures Partners, LP. (—R4FH M H
&% A) - MTPG Ventures Partners, LP. &
H — i & ¥ ATPG Ventures Professionals,
LP(—REBFREMEREEA) EE - TPG
Ventures Professionals, LP.fA E — & ¥ A
Tarrant Advisors, Inc(—RE = EHTAR) &
# - Tarrant Advisors, Inc.#) 1 — & ® A&
Tarrant Capital Advisors, Inc (—ZREFRIZE M A
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Save as disclosed above, as at June 30, 2012, no
person (other than the Directors or the chief executive
of our Company, whose interests have been disclosed
in the above section headed “Directors’ and Chief
Executives’ Interests and/or Short Positions in the
Shares, Underlying Shares and Debentures of the
Company or Any Associated Corporation”) had an
interest or a short position in the shares or underlying
shares of the Company as recorded in the register
required to be kept by our Company pursuant to
Section 336 of the SFO.

SHARE OPTIONS

(i) stock Incentive Compensation Plan
(“Plan”)
The Board adopted the Plan prior to the listing of
the Company on the Stock Exchange designed
to attract and retain the best available personnel
for positions of substantial responsibility, provide
additional incentive to employees and directors
and promote the success of our business. Under
the Plan, a total of 29,902,758 share options
were granted to Directors, executives and
employees, of which 1,818,579 share options
lapsed. The share options were granted at nil
consideration.

The exercise price of the granted share options
is equal to or higher than the market price of the
shares on the date of the grant. Each share
option gives the holder the right to subscribe for
one share of the Company. The share options
granted under the Plan typically vest over a two
or three year period at each anniversary of the
grant date, subject to the participant continuing
to be an employee on each vesting date.

The Company has undertaken that no further
share options will be granted under the Plan
upon the listing of the Company, but the
provisions of the Plan shall in all other respects
remain in full force and effect and share options
granted under the Plan prior to the listing of the
Company continue to be exercisable in
accordance with the Plan and agreements
entered into pursuant to the Plan.
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Details of the share options outstanding as at
June 30, 2012 which have been granted under
the Plan are as follows:

Numberof  Number of
options options
Held at granted exercised Held at Exercise
January 1, during during June 30, price
2012 e period the period (per Share)  Date of grant
A REp

Executive Directors
HiEE

0B%T

Independent Non-executive Directors
BUFUTES

Other employees
AfET

Total 3t

Note: The weighted average closing price of the shares
immediately before the dates on which the options
were exercised is HK$3.02.
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(i)

Share Option Scheme (“Scheme”)

On November 27, 2010, the Board adopted the
Scheme to enable the Company to grant options
to selected participants as incentives or rewards
for their contributions to our Group. Participants
of the Scheme include any executive Director,
non-executive Director or full time employee of
the Group as invited by the Board. The Scheme
shall be valid and effective for a period of 10
years commencing from the approval of the
Scheme.

The exercise period of any option granted under
the Scheme must not be more than ten years
commencing on the date of grant. The
acceptance of an offer of the grant of the option
must be made within 28 days from the date of
grant with a non-refundable payment of HK$1.00
from the grantee. The exercise price determined
by the Board will be at the higher of (i) the
closing price of the shares as stated in the daily
quotations sheet of the Stock Exchange on the
date of grant; (i) the average closing price of the
shares as stated in the Stock Exchange’s daily
quotations sheet for the five trading days
immediately preceding the date of grant and (iii)
the nominal value of the shares.

The share options granted under the scheme
typically vest over three years on the last day of
each year starting from the subsequent year of
the grant, subject to the participant continuing
to be an employee on each vesting date and
other performance evaluation results.

(i)

FERRfE T8 ([ e B s =t &0 1)
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SEERNBRE  (FRARFHAE
B PTER BAH SR S O 3 - FEARAE ST
U2EECREEGHAENAEE
ERMITES  FATEZLERIE
8 o BRRUERT SIS IR AT 21 HE
HERRET 10 F HIR A R AR -

IRIERE R AT 813 T RO B8 A
ZITEBEASERE G B HSES
TF - ERARHZBARE  AEA
VAR B HR28RAX1.00
BILZNARENK - REFEEE
ZITEERATI=ZEh28EE
() ARt B ERTERS 2 P H SRE R P
REBRMETE: ROBEEFHA
Hp AR S HEMZ G HRE
2R P B B 4 29 W T 18 T i) B £
M

R R AT B A B — A
REHBFREGFRE-RN=ZF

RE - H2EEARERE RS
REBRAZRNAEMERRFGEE
B

Ml EERIZRERAT » —E——Fhlms 43




Other Information

Under the Scheme, a total of 112,048,000 share IR E B AR R 2 - & #£112,048,000
options were granted to Directors, executives MEREDCETES  TRABRE
and employees, of which 1,587,000 share B+ Hr1,587,00017 BARAED KK -
options lapsed. Details of the share options REERETEEREER -_Z—=
outstanding as at June 30, 2012 which have been FERAZTHBRTENEREF
granted under the Scheme are as follows: BT

Numberof  Number of
options options Number of
Held at granted exercised options lapsed Held at Exercise
January 1, during during during June 30, price
the period the period the period 2012 (per Share)  Date of grant Date of expiration  Exercisable from Exercisable until
4 £
]
5 AFTRRBAS
Executive Directors
HiEE

ulin

Other employees
Aft8T

Total 5
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(iif) share Award Scheme (“Share Award

Scheme”)

To supplement the Plan in respect the operation
of the share appreciation rights, the board of the
Company resolved to adopt a Share Award
Scheme on May 30, 2012 (“Adoption Date”),
pursuant to which the Company granted to
selected grantees who are persons holding
Stock Appreciation Rights (“SAR") under the
Plan, such number of awarded shares as is
equal to the number of outstanding notional
shares to which the SAR of the selected grantees
relates.

According to the Share Award Scheme, shares
of up to 44,415,800 of the Company will be
purchased by a trustee from the market out of
cash contributed by the Company and be held in
trust for the benefit of the selected grantees
pending the exercise of the SARsS. Upon exercise
of the SAR by the selected grantees, the trustee
will sell the awarded shares to which the SAR so
exercised relates and pay the selected grantees
in satisfaction of the Company’s payment
obligations in relation to the SAR under the Plan.
Unless early terminated by the board of the
Company, the Share Award Scheme shall
continue in full force and effect from the
Adoption Date until the date when all the SARs
are exercised, terminated or expired.

As at June 30, 2012, the trustee holds 3,822,000
shares acquired through purchases from
the market at an aggregate consideration of
approximately US$927,445.38 (including
transaction costs).

(iii) BeinEEMatE (AR MaTE 1)
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DIVIDEND

The Board has resolved that no interim dividend will be
paid for the six months ended June 30, 2012 (six
months ended June 30, 2011: Nil).

AUDIT COMMITTEE

The Company has established an audit committee (the
“Audit Committee”) in compliance with Rules 3.21 and
3.22 of the Listing Rules. The Audit Committee
comprises three members, including Mr. Jeffrey W.
Miller as Chairman, Mr. Mei Jianping and Mr. Cai
Rucheng.

The Audit Committee has reviewed with the
management the accounting principles and practices
adopted by the Group and discussed the internal
control and financial reporting matters, including
reviewing the unaudited interim results. The interim
results for the six months ended June 30, 2012
are unaudited, but have been reviewed by
PricewaterhouseCoopers in accordance with
International Standard on Review Engagement 2410
“Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” (“ISRE 2410")
issued by the International Auditing and Assurance
Standards Board ("IAASB").
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PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Save as disclosed in the section headed “Share Award
Scheme”, the Company and/or any of its subsidiaries
did not purchase, sell or redeem any of the Company’s
listed securities for the six months ended June 30,
2012.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Corporate Governance Code (the “New Code”) as
contained in Appendix 14 of the Listing Rules, issued
by The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) in October 2011, is the new edition
of the Code on Corporate Governance Practices (the
"Former Code") as contained in Appendix 14 of the
Listing Rules, and is applicable to financial reports
covering an accounting period which ends after April 1,
2012. During the accounting period for the six months
ended June 30, 2012, the Company has complied with
all the Code Provisions set out in the New Code during
the period from April 1, 2012 to June 30, 2012 as well
as the Former Code during the period from January 1,
2012 to March 31, 2012, except for Code Provisions
A.2.1,E.1.2 and A.6.7 as explained below.
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Code Provision A.2.1

Code Provision A.2.1 stipulates that the roles of
Chairman and Chief Executive Officer should be
separate and should not be performed by the same
individual.

Mr. Zhang Ruilin currently holds the offices of
Chairman and Chief Executive Officer of the Company.
This constitutes a deviation from Code Provision A.2.1.
The reason for such deviation is set out below.

The Company is engaged in the oil and gas exploration
and production business which is different from
integrated oil companies engaging in both upstream
and downstream operations. In light of this, the Board
considers that the interest of the Company’s oil and
gas exploration and production business is best served
when strategic planning decisions are made and
implemented by the same person. The Nomination
Committee of the Company has also agreed that it is in
the best interest of the Company that the roles of the
Chairman of the Board and Chief Executive Officer be
performed by the same individual to provide the Group
with strong and consistent leadership and allow for
efficient business planning and decisions. In this
respect, the Company does not currently propose to
designate another person as the Chief Executive
Officer of the Company. However, the Company will
continue to review the effectiveness of the Group’s
corporate governance structure and consider whether
any changes, including the separation of the roles of
Chairman and Chief Executive Officer, are necessary.
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Other Information
HibEHR

Code Provision E.1.2

Code Provision E.1.2 stipulates that the Chairman
should attend the annual general meeting and arrange
for the chairmen of the audit, remuneration and
nomination committees (as appropriate) or in their
absence, other members of such committees or their
duly appointed delegates, to be available to answer
questions at the annual general meeting.

In the annual general meeting of the Company held on
May 18, 2012 (the “2012 AGM"), Mr. Zhang Ruilin
(Chairman of the Board), Mr. Jeffrey W. Miller
(Chairman of the Audit Committee), Mr. Mei Jianping
(Chairman of the Remuneration Committee and
Nomination Committee) and Mr. Cai Rucheng (member
of the Audit Committee, Remuneration Committee and
Nomination Committee) were unable to attend the
2012 AGM due to other important business
engagements. In order to ensure smooth holding of
the 2012 AGM, Mr. Zhang Ruilin has authorized Mr.
Zhao Jiangwei, an executive Director of the Company,
to chair the 2012 AGM. They will use their best
endeavours to attend all future shareholder meetings
of the Company.
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Other Information
HiEx

Code Provision A.6.7

Code Provision A.6.7 stipulates that independent non-
executive directors and other non-executive directors,
as equal board members, should give the board and
any committees on which they serve the benefit of
their skills, expertise and varied backgrounds and
qualifications through regular attendance and active
participation. They should also attend general
meetings and develop a balanced understanding of
the views of shareholders.

At the 2012 AGM, a few independent non-executive
directors and non-executive directors were unable to
attend the 2012 AGM due to their other important
engagements at the relevant time.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for
Securities Transactions by Directors of Listed Issuers
(the "Model Code”) as set out in Appendix 10 to the
Listing Rules and applied the same to the Directors and
the employees who are likely to be in possession of
unpublished price-sensitive information of the
Company.

Specific enquiry has been made of all the Directors
and the Directors have confirmed that they have
complied with the Model Code throughout the six
months ended June 30, 2012. In addition, no incident
of non-compliance of the Model Code by the
employees was noted by the Company.
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Other Information
HibEHR

Independent Non-executive Directors
The Board of Directors has been, at any time, in
compliance with Rule 3.10(1) of the Listing Rules, which
requires a company to maintain at least three
Independent Non-executive Directors in the Board of
Directors; with Rule 3.10(2) of the Listing Rules, which
requires one of those Independent Non-executive
Directors to be specialized in accounting or relevant
financial management; and with Rule 3.10A of the
Listing Rules, which requires Independent Non-
executive Directors representing at least one-third of
the Board of Directors.

MISCELLANEOUS

The Directors are of the opinion that there have been
no material changes to the information published in its
annual report for the year ended December 31, 2011,
other than those disclosed in this interim report.
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By PHERRE

Independent Interim Review Report

pwc

REPORT ON REVIEW OF

INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF

MIE HOLDINGS CORPORATION

(incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 54 to 106, which comprises the interim
condensed consolidated statement of financial
position of MIE Holdings Corporation (the “Company”)
and its subsidiaries (together, the “Group”) as at 30
June 2012 and the related interim condensed
consolidated statements of income, comprehensive
income, changes in equity and cash flows for the six-
month period then ended, and a summary of
significant accounting policies and other explanatory
notes. The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information
to be in compliance with the relevant provisions
thereof and International Accounting Standard 34
“Interim Financial Reporting”. The directors of the
Company are responsible for the preparation and
presentation of this interim financial information in
accordance with International Accounting Standard 34
“Interim Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial
information based on our review and to report our
conclusion solely to you, as a body, in accordance with
our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of
this report.
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22/F Prince’s Building, Central, Hong Kong
Tel: +852 2289 8888  Fax: +852 2810 9888
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Independent Interim Review Report

B FHERRE

SCOPE OF REVIEW

We conducted our review in accordance with
International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by
the Independent Auditor of the Entity”. A review of
interim financial information consists of making
inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and
other review procedures. A review is substantially less
in scope than an audit conducted in accordance with
International Standards on Auditing and consequently
does not enable us to obtain assurance that we would
become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express
an audit opinion.

CONCLUSION

Based on our review, nothing has come to our
attention that causes us to believe that the interim
financial information is not prepared, in all material
respects, in accordance with International Accounting
Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 August 2012
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condensed Consolidated Interim Statement
of Financial Position (Unaudited)
| BRSO BRI R (REFEX)

June 30, December 31,

2012 2011
RAA=+H Wt=A=+—H
—B——F T
RMB'000 RMB'000
AR®T T AREEFTT
Note Unaudited Audited
Ht &k (REEEZ) (f&&%)
ASSETS &=
Non-current assets EREBEE
Property, plant and equipment  EhEE - TR B 10 5,889,425 5,267,499
Intangible asset B AE 560,611 584,322
Investments BE 9 15,910 3,966
Trade and other receivables 8 Ui Kz L A fE W R OE 12 199,497 32,032
Restricted cash XBRES 7,515 7,530
6,672,958 5,895,349
Current assets REEE
Inventories TE 54,420 51,837
Derivative financial instruments  $74 4@ T B 11 3,890 9,151
Trade and other receivables JE U % EL At FE U FRIE 12 566,335 703,068
Pledged deposits HIRF K — 233,891
Cash and cash equivalents Re MR EEY 371,955 533,029
996,600 1,530,976
TOTAL ASSETS EEMAR 7,669,558 7,426,325
EQUITY Ex
Capital and reserves AEBEREFEA
attributable to equity BRERREE
holders of the Group
Ordinary shares T 13 17,629 17,627
Share premium PR A5 (B 13 836,374 835,709
Other reserves HAb 13 157,286 102,083
Retained earnings B
— Proposed final dividend —REDIERE — 94,514
— Others — HAfty 2,230,125 1,909,216
Equity attributable to SEAAAREE
owners of the Company KRR 3,241,414 2,959,149
Non-controlling interest FEEFI MRS 3,088 3,504
Total Equity A 3,244,502 2,962,653
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condensed Consolidated Interim Statement
of Financial Position (Unaudited)
AP IS RN R (REEX)

LIABILITIES

Non-current liabilities

Asset retirement obligations
Deferred tax liabilities — net
Trade and other payables
Borrowings

Derivative financial instruments

Current liabilities

Trade and other payables
Current income tax liabilities
Borrowings

Derivative financial instruments

Total liabilities

TOTAL EQUITY AND
LIABILITIES

Net current liabilities

Total assets less
current liabilities

a8

FRBEME
BERERT
FEEFSH AR
FH&EM%N%E
[EE7o

PTEEMIA

REAE

&1 T A A BROR
BHMmEHAR
fE

PTHEEMTA
BEAR
kA EAE

REAEFE

EERBERRBEE

The notes on pages 60 to 106 are an integral part of
the condensed consolidated interim financial

information.

MI BERIZRBERAT o

June 30,
2012
RAB=+H
—E——F

RMB’000
ARET T
Unaudited
(REEEZ)

December 31,
2011
PH=A=1—F
—=—F
RMB'000
AREEFTT
Audited
(fE2&%)

28,300 21,876

219,196 213,447

14 134,904 110,358
15 2,711,582 2,463,004
" 76,658 85,157
3,170,640 2,893,842

14 1,097,369 1,495,602
106,378 63,610

15 50,000 =
1" 669 10,618
1,254,416 1,569,830
4,425,056 4,463,672
7,669,558 7,426,325
(257,816) (38,854)

6,415,142 5,856,495
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condensed Consolidated Interim Statement
of Comprehensive Income (Unaudited)
| BARHEHRS KNSR (REFR)

Six month period ended

June 30,
BZEARA=1+RHILEAEA
Unaudited
(REEEZ)
2012 2011
—B-——fF —E——F
RMB’000 RMB'000
ARBT R ARBFIT
Revenue Uk 2 7 1,756,012 1,282,917
Operating expenses RERY
Purchases, services and other — #2f& - BRA R (115,991) (70,857)
Geological and geophysical ' N BRI B
expense (791) —
Employee compensation costs & TH M A (118,996) (110,540)
Depreciation, depletion and E - RERER
amortization 8 (376,673) (231,412)
Distribution expenses SHERY (16,620) (14,890)
Administrative expenses EEERH (55,518) (35,044)
Taxes other than income taxes B BTS84 N5 I8 16 (424,014) (295,434)
Other income/(losses) H A (E18) 17 18,040 (12,458)
Total operating expenses RIS (1,090,563) (770,635)
Profit from operations SRR 665,449 512,282
Finance income B 18 3,684 32,479
Finance costs B 15 E 18 (141,104) (101,485)
Finance cost — net BB EA (137,420) (69,006)
Investment income RE 66 —
Profit before income tax R AT 18 8 A1 a A 528,095 443,276
Income tax expense FreHip X 19 (181,042) (139,412)
Net profit for the period HRFHRR 347,053 303,864
Attributable to: SEERN:
Owners of the Company VNN SRy 347,469 303,864
Non-controlling interest FEFE I M p e (416) =
Earnings per share, Basic SREXER
(expressed in RMB per share) (BIRARE) 20 0.13 0.12
Earnings per share, Diluted &SRBHEZER
(expressed in RMB per share) (BRARE) 20 0.13 0.11
Dividends distributed HR 2R R F
during the period 4 95,070 76,842
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condensed Consolidated Interim Statement
of Comprehensive Income (Unaudited)
ST HE O maRER (REEZ)

Six month period ended
June 30,

BEAA=THLAHEA
Unaudited
(RBEX)
2012 2011
—B-——fF —E——F
RMB’000 RMB'000
ARBT R AR¥ETT
Net profit for the period HRFHRR 347,053 303,864
Other comprehensive income H{ftb4x4 W
Currency translation difference S iTE =R 1,632 (20,100)
Other comprehensive income HREfbia
for the period, net of tax WEHREFEE 1,632 (20,100)
Total comprehensive income HIR44S W E 58
for the period 348,685 283,764
Attributable to: BER:
owners of the Company ARRFTEE 349,101 283,764
Non-controlling interest Elzalllig - (416) =

Total comprehensive income HIRA4E WS EEE
for the period 348,685 283,764

The notes on pages 60 to 106 are an integral part of  E60EZE £ 106 A 2 MisTBAERBETEE
the condensed consolidated interim financial  HBIBERZ —E5H
information.
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condensed Consolidated Interim Statement
of Changes in Equity (Unaudited)
| BATHSHEREER (REER)

Unaudited
REER
Attributable to owners of the Company
BRAAAMEE
Non-
Ordinary Share Other  Retained controlling
shares premium  reserves  earnings interest
FiEniM
Six months ended June 30, 2012 EER RMARE HUEF S54E 3
2-E-"EXA=THLEAER Note  RMB'O00 RMB'000 RMB'000 RMB'000  RMB'000
i ARMTR AR%TR AR%TR ARETR ARETR
Balance at January 1, 2012 R_2-—£-f-H 17,627 835709 102,083 2,003,730 3,504 2,962,653
Comprehensive income FJ]WEAM
for the period
Net proft for the period BREat - - — 347,469 (416) 347,053
Transfer to safety fund reserve BRER2HORE - — 26004 (26,004) - -
Currency translation difference ERNEER - - 1,632 - - 1,632
- - 27,636 321,465 (416) 348,685
Transaction with owners BEEAR
Employees stock option scheme EERME: féu
—value of employee services —EEREEE - — 33433 - — 33433
—exercise of employeg options —BEIRGME 2 665 - - - 667
Share buy back RE - — (5866 - - (5:866)
Cash dividend distribution BeRE AR 4 - - - (95070) - (95070)
As at June 30, 2012 R=E-—&/XA=1H 17,629 836,374 157,286 2,230,125 3,088 3,244,502
Unaudited
Attributable to owners of the Company
% R
Non-
Ordinary Share Other  Retained  controlling
shares  premium  reserves  eamings interest
M
June 30,2011 Lak Rk Al BRNE Ew
*ﬂﬂﬂ:/ il RMB' 000 RMB'000  RMB' 000 RMB'000  RMB’ 000
ARETTL AFM*W ARETT ARETT ARETR
Balance at January 1, 2011 W=Z——F-f-A 17,588 826,477 91919 1023947 — 1959931
Comprehensive income Bhsa ks
for the period
Net profit for the period BRZER = - — 303864 — 303864
Transfer to safety fund reserve BRER2EORE - — 9 (1879 = =
Currency translation difference G — — (20,100 — — (20100
- - (1309 285073 — 83764
Transaction with owners it )
Employees stock option scheme Eaﬂﬁﬂﬁ%#ﬁq
— value of employee services —EEREEE — — 1,803 — — 1,803
—exercise of employeg options —BEIRGME 1 2167 - - = 2178
Cash dividend distrioution el Ak 4 — - — (688 — (7680
Asat June 30, 2011 R=E——%/~A=1H 17,599 808,644 NMI 1232178 — 2170834

The notes on p C?es 60 t0 106 are an integral part of ~ F60EEF 6EZMT?E$F%EHEPHJ§A
thfe condensed consolidated interim financial it grs ﬁﬂ
information.
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condensed Consolidated Interim
Cash Flow Statement (Unaudited)
BHETHEHRAERER (REER)

Six months ended June 30,
BEAA=THIEAEA
Unaudited
(REER)
2012 201
—E-——F —ET——F
Note RMB'000 RMB'000
Tt ARBTRT ARBTT
Cash flows from RETHEEN
operating activities BERE
Cash generated from operations REEENRS 21 952,376 766,166
Interest paid ERFIE E (125,193) (24,629)
Income tax paid BRIAE (139,704) (94,768)
Net cash generated from ﬁ%' ”}ﬁi}%’.‘{ﬁ’]
operating activities o] 687,479 646,769
Cash flows from ?ﬁﬁ?ﬁiﬂﬁﬁﬁﬂ #
investing activities FERE
Purchases of property, F%ﬁ Tiﬁﬁ TR
plant and equipment B (1,168,004) (584,260)
Payment for acquiring 50% 7%% £ White Hawk 50%
interest in White Hawk and 1#25 )% PEDCO
the PEDCO Warrants RRIEE X (708 9 (9,201) —
Decrease in pledged deposits HIRFZON 233,891 29,357
Loan granted to PSC partner FTERAKER
LB (94,555) (28,780)
Interest received BEUYFLE 3,684 1,734
Net cash used in investing activities & & E & BT R HIIR &% 58 (1,034,185) (581,949)
Cash flows from dﬁ%!ﬂéi&?
financing activities ERE
Proceeds from issue of %émg ERBHISHE
share capital 369 =
Proceeds from borrowings BRFFEZRE 283,905 —
Proceeds from issue of Notes, net  #17&E5FTSRE (FE) — 2,524,589
Repayments of borrowings EEER — (1,308,329)
Payment of fees relating to SRR E
Global Offering BB — (10,725)
Cash dividends paid BNReRE (95,070) (76,842)
Payment for share buy back TR EER 13 (5,866) =
Net cash from financing activities ﬁﬂﬁ;ﬁ@jéiﬁ’ﬂfﬁﬁﬁgﬁ 183,338 1,128,693
Net (decrease)/increase in FeRBLEEYN
cash and cash equivalents (R2) /B (163,368) 1,193,513
Exchange income on cash HRERERBALE
and cash equivalents EYE R W 2,294 —
Cash and cash equivalents at BB RASFEY
beginning of the period 533,029 680,033
Cash and cash equivalents HARERELZEY
at end of the period 371,955 1,873,546

E S %106EZHT?EZKF§EH¢H§A

The notes on p. dges 60 t0 106 are an integral part of OB ]06
(FF

the condensed consolidated interim financial
information.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

B B A O B IS B R RE (OR

EER)

GENERAL INFORMATION

MIE Holdings Corporation (the “Company”) and
its subsidiaries’ (together, the “Group”) principal
business is to engage in the development,
production and sale of: (1) oil through four
production sharing projects in China; (2) oil and
gas through Emir-Oil, LLC's (“Emir-Qil, LLC")
exploration contract and three production
contracts in Kazakhstan and; (3) shale oil through
Condor Energy Technology LLC's (“Condor”)
working interest in the Niobrara asset in the
United States of America.

The Company was incorporated by Far East
Energy Limited (“FEEL"), a company incorporated
in Hong Kong with limited liability on March 20,
2008. The address of its registered office is
Maples Corporate Services Limited, P.O. Box 309
uUgland House, Grand Cayman KY1-1104,
Cayman Islands.

The Company’s shares are listed on the Stock
Exchange of Hong Kong Limited.

The condensed consolidated interim financial
information is presented in Renminbi (“RMB")
unless otherwise stated. This condensed
consolidated interim financial information was
approved for issue on August 21, 2012.

These condensed consolidated interim financial
statements have not been audited.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

GENERAL INFORMATION
(Continued)

On May 23, 2012, the Company acquired from
Pacific Energy Development Corporation
("PEDCO") a 50% capital interest in White Hawk
Petroleum LLC (“White Hawk"), an LLC registered
in Nevada, USA, whose assets consist of a
7.939% working interest and a 5.95425% net
revenue interest covering 1,650.75 gross acres
in the Leighton-Mandurah prospect deep
contract area in the Eagle Ford Shale oil trend,
McMullen County, Texas. The purchase price of
US$2 million, included the 50% interest in White
Hawk and 1 million warrants in PEDCO, half of
which are exercisable at US$1.25 per share and
half of which are exercisable at US$1.50 per
share exercisable within two years (“PEDCO
warrants”).

On June 25, 2012, the Company entered into an
agreement with Sino Gas and Energy Holdings
Limited (“SGEH") to acquire a 51% majority
interest in Sino Gas and Energy Limited (“SGE"),
an entity organized under the laws of Australia.
The acquisition was at completion on July 6,
2012. For detail, please refer to Note 24.

BASIS OF PREPARATION

These condensed consolidated interim financial
statements for the six months ended June 30,
2012 have been prepared in accordance with
IAS 34, 'Interim financial reporting’. The
condensed consolidated interim financial
statements should be read in conjunction with
the annual financial statements for the year
ended December 31, 2011, which have been
prepared in accordance with IFRSS.

— R EH ()

N-ZB——FRA-+=0  ARQHA
M Pacific Energy Development
Corporation (LA T~ f&§ #8 [PEDCOJ) Uk
8 T White Hawk Petroleum LLC ( A
T 578 [White Hawk |) 50% F #E 25 ©
White Hawk &9 7 i 4 3 BY R 5 3
M HEESEMASRENIMNER
ShEEEESHEREE — 82
iR &= & A i [E 1,650.75 3 @ [ 15
7.939% £ 1F 25 % 2= 1 5.95425% £ 75
Wt - WEHEAR2008%ET - &
& White Hawk 50% K9 # 25 1 PEDCO
100 B AR BIRIERE © 7% 1005 AR 58 A%
REEAITHRAAMENRN - R =5
Z—HRREETERERRER1.25
XL BN Z—HITHRERARS
A% 1.503 7T © ([ LA T f§ #§ PEDCO R
MREE]) o

RZZE—ZFA=+AHA ' AQH
2 Sino Gas and Energy % R A 7
(AR 78 [SGEH]) Ak 3 a% + UkFE
Sino Gas and Energy B A & (LA T~
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

B B A O B IS B R RE (OR

EER)

BASIS OF PREPARATION
(Continued)

Net current liabilities

As at June 30, 2012, the Group has a deficiency
in net current assets of RMB257,816,000 which
was driven mainly by significant capital
expansion program undertaken by the Company
in the six months ended June 30, 2012 of
RMB975,765,000. The Group generated positive
cash flow from operating activities of
RMB687,479,000 and RMB1,246,076,000 for the
six months ended June 30, 2012 and the year
ended December 31, 2011 respectively and
expects to continue to generate positive cash
flow in the second half of the year 2012. It has
undrawn facility of USD40,000,000 from
Minsheng Bank (Note 15) as at June 30, 2012 and
a new facility from China Construction Bank
(“CCB") of RMB60 million after the repayment of
the RMB50 million facility to CCB on July 16, 2012
(Note 24).

After taking into consideration the positive
operating cash flow and the availability of the
undrawn loan facilities above, the Board of
Directors believe that the Company has
sufficient cash to enable it to pay its debts as
and when they fall due.

ACCOUNTING POLICIES

Except as described below, the accounting
policies applied are consistent with those
described in the annual financial statements for
the year ended December 31, 2011.

Taxes on income in the interim periods are
accrued using the tax rate that would be
applicable to expected total annual earnings.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

ACCOUNTING POLICIES

(Continued)

(a) New and amended standards adopted by
the Group:

o IAS 12 (Amendment), ‘Deferred tax:
Recovery of underlying assets’,
effective for annual periods
beginning on or after January 1, 2012.
IAS 12, ‘Income taxes’, currently
requires an entity to measure the
deferred tax relating to an asset
depending on whether the entity
expects to recover the carrying
amount of the asset through use or
sale. It can be difficult and subjective
to assess whether recovery will be
through use or through sale when
the asset is measured using the fair
value model in IAS 40, ‘Investment
property’. This amendment therefore
introduces an exception to the existing
principle for the measurement of
deferred tax assets or liabilities
arising on investment property
measured at fair value. As a result of
the amendments, SIC 21, ‘Income
taxes — recovery of revalued non-
depreciable assets’, will no longer
apply to investment properties
carried at fair value. The amendments
also incorporate into IAS 12 the
remaining guidance previously
contained in SIC 21, which is
withdrawn.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

B B A O B IS B R RE (OR

3. ACCOUNTING POLICIES
(Continued)
(a) New and amended standards adopted by
the Group: (Continued)

o (Continued)
The adoption of these new standards
and amendments did not have a
material impact on the Group's
financial statements.

(b) The following new standards and
amendments to standards have been
issued but are not effective for the
financial year beginning January 1, 2012
and have not been early adopted:

o IFRS 9 ‘Financial instruments’
addresses the classification,
measurement and derecognition of
financial assets and financial
liabilities. The standard is not
applicable until January 1, 2015 but
is available for early adoption. When
adopted, the standard will affect in
particular the Group’s accounting
for its available-for-sale financial
assets, as IFRS 9 only permits the
recognition of fair value gains and
losses in other comprehensive
income if they relate to equity
investments that are not held for
trading.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

3.

ACCOUNTING POLICIES

(Continued)

(b) The following new standards and
amendments to standards have been
issued but are not effective for the
financial year beginning January 1, 2012
and have not been early adopted:
(Continued)

o IFRS 10 ‘Consolidated financial
statements’ builds on existing
principles by identifying the concept
of control as the determining factor
in whether an entity should be
included within the consolidated
financial statements of the parent
company. The standard provides
additional guidance to assist in the
determination of control where this
is difficult to assess. The group is yet
to assess IFRS 10's full impact and
intends to adopt IFRS 10 no later
than the accounting period
beginning on or after January 1,
2013.

o IFRS 12 ‘Disclosures of interests in
other entities’ includes the disclosure
requirements for all forms of interests
in other entities, including joint
arrangements, associates, special
purpose vehicles and other off
balance sheet vehicles. The group is
yet to assess IFRS 12's full impact
and intends to adopt IFRS 12 no later
than the accounting period
beginning on or after January 1,
2013.

BEH R (48)

(b) R—ZF——F—F—HIRHK
FEHAREREARERRAD
AR REEAWER
A ()

o EERMBmMEER0[E
PFEATEIRR | RENIRA
RAIE BEX T8
EREBEETARN
B ISR AR - 2
HAER SR —FOREN
H - b E R e RS
5| LA BYRT fil B A
ARSI EE o
A5 B R BF A B R B
BHEELN0NZHEF
2 VABETER_F
—=F—-A—-BZk2z#%
5 16 19 F [ 5 6 BR 40
BRI TS RELER0 ©

. BRI M5 2E R 12[ 72
Hitt FeE=nHE] 2
SHEEMERBAERERN
NWEXHEBRRE &
REERHE  BE &
ARG TAMEMEE
BERIITE  AEH
AR RR RS
ZRH12HNE2HEFE I
BEEREN T —=%F
—A—BA=®Z®&AKRKN
F 15 HA R R 40 B R B 7

HEER2 -

Ml BERIERER AR » —T—_FrhHiRE 65



B B A O B IS B R RE (OR

Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

EER)

3. ACCOUNTING POLICIES 3.

(Continued)

(b) The following new standards and
amendments to standards have been
issued but are not effective for the
financial year beginning January 1, 2012
and have not been early adopted:
(Continued)

o IFRS 13 ‘Fair value measurement’
aims to improve consistency and
reduce complexity by providing a
precise definition of fair value and a
single source of fair value measurement
and disclosure requirements for use
across IFRSs. The requirements do
not extend the use of fair value
accounting but provide guidance on
how it should be applied where its
use is already required or permitted
by other standards within IFRSs. The
group is yet to assess IFRS 13's full
impact and intends to adopt IFRS 13
no later than the accounting period
beginning on or after January 1,
2013.

. IAS 19 (Amendment) ‘Employee
benefits’ eliminate the corridor
approach and calculate finance
costs on a net funding basis. The group
is yet to assess the amendments to
IAS 19's impact.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

ACCOUNTING POLICIES

(Continued)

(b) The following new standards and
amendments to standards have been
issued but are not effective for the
financial year beginning January 1, 2012
and have not been early adopted:
(Continued)

There are no other IFRSs or IFRIC
interpretations that are not yet effective
that would be expected to have a material
impact on the group.

The Group is in the process of reviewing the
impact of the above standard and do not expect
it to have a material impact on the Group's or
the Company’s financial statements at the
current stage.

EQUITY DISTRIBUTIONS

A dividend of HK$0.044 per share in respect of
the year ended December 31, 2011 (year ended
December 31, 2010 of HK$0.035 per share),
amounting to a total dividend of HK$116,505,000
(RMB95,070,000) (December 31, 2010:
HK$92,474,000 (RMB76,842,000)) was approved
at the annual general meeting on May 18, 2012
and was paid on June 15, 2012.

FINANCIAL RISK MANAGEMENT
The Group's activities expose it to capital risk
and a variety of financial risks, including market
risk, credit risk and liquidity risk. The interim
condensed consolidated financial statements do
not include all financial risks management
information and disclosures required in the
annual financial statements, and should be read
in conjunction with the Group's annual financial
statements as at December 31, 2011.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

FINANCIAL RISK MANAGEMENT 5.
(Continued)

The table below analyses the Group's financial
liabilities and net-settled derivative financial
assets and liabilities into relevant maturity
groupings based on the remaining year at the

end of the reporting period to their contractual
maturity dates.

Less than

1 year

DR—F

At June 30, 2012 RMB’ 000

R-B-—#xA=tH ARETR

Borrowings B3 311,299

Derivative financial PTESRTIA

instruments — R

— oil hedge option 669

Trade and other payables BN REMBEMNZIE 1,042,021

M35 B IR (W)

TRILREEREHNREZERE
HRLEHRTFE  HAEESREE
RABEREEIMA DRI -

Less than

1 year

PR—F

At December 31, 2011 RMB'000

R=ZT——F+=-A=+—H ARETT

Borrowings fE& 245,735

Derivative financial FTESRIA

instruments — R

— oil hedge option 10,618

Trade and other payables RN REMEMNFE 1,386,266

Between  Between
1and 2 and Over
2 years 5 years 5 years
—ZmE Z—ZRF EFHUL
RMB’' 000 RMB’' 000 RMB’ 000
ARETT ARETR ARETR
345,518 3,198,821 —
117,336 7,027 10,541

Between Between
1and 2and Over
VATCEIS 5 years 5 years
—EZWE A% R"EUE
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETRT
245,735 3,101,127 —
91,628 6,39 11,487
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

ESTIMATES

The preparation of interim financial statements
requires management to make judgements,
estimates and assumptions that affect the
application of accounting policies and the
reported amounts of assets and liabilities,
income and expense. Actual results may differ
from these estimates.

In preparing these condensed consolidated
interim financial statements, the significant
judgements made by management in applying
the Group’s accounting policies and the key
sources of estimation uncertainty were the same
as those that applied to the consolidated
financial statements for the year ended
December 31, 2011.

SEGMENT INFORMATION
Management has determined the operating
segments based on the reports reviewed by the
Board of Directors that are used to make
strategic decisions.

The Board of Directors considers the business
performance of the Group from a geographic
perspective being China, Kazakhstan and United
States of America (“USA").

The China segment derives its revenue from the
sale of oil. Revenue is realized from the sale of
the Group's share of crude oil to PetroChina
pursuant to three PSCs: Daan, Moliging and Miao
3. The Kazakhstan segment derives its revenue
from the sale of oil and gas. The USA segment
will derive its revenue from sale of shale oil, but
had not commenced production as at June 30,
2012.
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRPHE OB E R (REER)

SEGMENT INFORMATION
(Continued)

The Board of Directors assesses the performance
of the operating segments based on each
segment’s profit from operation.

SEpEE (M)

EESEANEEKLE DML LR
T EAETTREE -

HE_Z-——FXA=1THLKE
RER - SREDBREESRHEN
DEMEEMT

The segment information provided to the Board
of Directors for the reportable segments for the
six months ended June 30, 2012 is as follows:

Inter-

segment

transaction
China Kazakhstan USA  Otherst #aiH Total
B hERGE EL Hig* 3 @i
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTR AR%TR ARETR ARETR ARETR ARETR
Segment revenue bl 1539687 216325 — - 1,756,012
Revenue 6 1,539,687 216,325 - - — 1,756,012
Purchases, services and other R REREM (84484 (31,507) — — - (1159)
Geological and geophysical expense WERMRIEER - (191) = = = ()
Employee compensation costs ETHMARA 7743 (218%) — (19,669) —  (11899%)
Depreciation, depletion and amortization ~ #7& ~ & (323494 (53,070) — (109) — (376673
Distribution expenses HEER (16,620) — — — — (16,620)
Administrative expenses ERER (29.981) (9914) (2428) (13199 — (55,518)
Taxes other than income taxes (Note 1¢) ~ ERFFEBAMEE (PR 16)  (B01111)  (92577) - (3039 — (0
Other (losses)income Hiv(Bi8) /s (582) — — 18,622 — 18,040
Profit from operations Fd- Yoyl 705,978 6576 (2428)  (44,677) — 665449
Finance income BHBIA 2815 1743 — 285 (2769 3684
Finance cost S ER (8,568 (25319) — (1990 279 (141,104
Investment income RElE - — 66 — — 66
Income tax expense AR (184,055) 3013 = = - (18100
Net profit/(loss) for the period Fhman/ (58 516170 (13,983) (2362 (152772) - 7,083
Total assets HBEE 5275168 2,174,870 70,397 145233 — 7,665,668

Total assets includes: BEERE:

Property, plant and equipment TEE  IRRRE 4321313 1,534,560 32072 1480 —  58894%
Intangible assets BpAE 5499 53371 18,741 - — 58061
Additions to non-current assets FRBEELM 801265 142428 32072 - — 975765
Total liabilities #e g 1,028,670 435,704 6,648 96,328 — 1,567,350
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
SR H S Ot I B E B (REEZX)

SEGMENT INFORMATION 7. SDEBIRE (&)

(Continued)

As at June 30, 2011, the Group operated as a —T——F—AF%~A AEBEEA
single operating segment in China. The segment B RENEEL c HEZT——F
information for six months ended June 30, 2011 ANA=TH KEITBEELT :

is as follows:

Others* Total
Hofth * #Et

RMB'000  RMB'000
ARBTIT ARBTT

Segment revenue PaR-iL € 1,282,917 — 1,282,917
Revenue W = 1,282,917 — 1,282,917
Purchases, services and other £%f& - AR5 & HAth (70,857) — (70,857)
Employee compensation costs & T Bk 24 (102,691) (7.849)  (110,540)
Depreciation, depletion and 7 & - 7 R

amortization (231,412) — (231,412)
Distribution expenses HEER (14,890) — (14,890)
Administrative expenses EEEHA (26,299) (8,745) (35,044)
Taxes other than MRETIS B I TE

income taxes (Note 16) (MI7E16) (295,434) — (295,434)
Other losses HAbEE (12,458) = (12,458)
Profit from operations ERA S (E58) 528,876 (16,594) 512,282
Finance income BHA 31,232 1,247 32,479
Finance cost B RS RR AR (66,067) (35,418) (101,485)
Income tax expense FrSii &R (139,412) = (139,412)

Net profit for the period  FRE%F,(&E) 354,629 (50,765) 303,864

& Others include costs incurred which are not directly o HipBE TR EEBBN T E - B
attributable to oil and gas operations in China, FHTE R EE S M RAEELEH
Kazakhstan and USA. EOE
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRPHE OB E R (REER)

7. SEGMENT INFORMATION 7. SDEBIRE (&)
(Continued)
The revenue reported to the Board of Directors MESEREMNRANGTEF AR
is measured consistently with that in the AHEERERNTERE K -
consolidated statement of comprehensive
income.
The assets and liabilities as at December 31, RZF——F+=A=+—H BE
2011 is as follows: HEENT

Inter-
segment

China  Kazakhstan Others*  transaction Total
AN

TE RERAE R #E gt
RMBOOO  RMBO00  RMBOOO  RMBOO0  RMBO0D
ARETT ARBTT ARNTR ARETR ARMTR

Total assets BEAH 5,239,096 207855 99,522 — 187174
Total assets includes: BEEAE:

Property, plant and equipment T8E  TRRXE 3850626 1415288 1,585 — 526749
Intangible assets EVEE 6215 59377 18,670 - 8432
Addtions to non-current assets FRBEELEM 1,347,546 74,254 1,648 — 142348
Total liabilities A 1,331,285 354,077 187,044 — 1,872,406
The amounts provided to the Board of Directors MESLRECHEEENSE &
with respect to total assets are measured in a BRI BHRRAE /BN A NGER o
manner consistent with that of the consolidated HEEERES BHLENEERN
financial statements. These assets are allocated EBRMNE DA ©

based on the operations of the segment and the

physical location of the asset.

The derivative financial instruments held by the HAEEBENITESRBM T ARE

Group are not considered to be segment assets. BDEEE °
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

SEGMENT INFORMATION 7. SEBHE ()
(Continued)
Reportable segments’ assets are reconciled to REDEEERBEERDHUOT ¢

total assets as follows:

June 30, December 31,
2012 2011

AR=tH t=ZA=1+—H
=2-—-F =F—F

RMB'000 RMB'000
ARBTT ARETT

Segment assets for REDHEE

reportable segments 7,520,435 7,317,652
Other segments assets HithnE0 & B 145,233 99,522

7,665,668 7,417,174

Unallocated: RAE :
Current derivative financial MEPTESRIA

instruments 3,890 9,151
Total assets per SR SO

consolidated statement of BEE

financial position 7,669,558 7,426,325
The amounts provided to the Board of Directors MEESREFHAAENSRE 2
with respect to total liabilities are measured in a RBEMBIRRANBEMN T RGT= -
manner consistent with that of the consolidated hEEERES BHLENEER
financial statements. These liabilities are BERMEDE ©
allocated based on the operations of the
segment.
The Group’s derivative financial instruments and AERRENTESRIARTR
interest-bearing liabilities are not considered to BEMEADIALE -

be segment liabilities.
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Financial Information (Unaudited)
| BRSO B E M (REER)

Notes to the Condensed Consolidated Interim

7. SEGMENT INFORMATION 7. HEBEE(HE)
(Continued)
Reportable segments’ liabilities are reconciled to mESPEFEHELE

total liabilities as follows:

June 30, December 31,
2012 2011
~A=+H
—E-—F
RMB'000 RMB’ 000
AR®T T AREEFTT
Segment liabilities for HREHIEE
reportable segments 1,471,022 1,685,362
Other segments liabilities Http & E 96,328 187,044
1,567,350 1,872,406
Unallocated: ROE :
Current derivatives financial MBNERITAE
instrument premium CRITEERNE 18,797 25,644
Non-current derivatives IETREN T
financial instrument premium SRMIEERNS — 6,843
Current derivative mENTESRMIA
financial instruments 669 10,618
Non-current derivative IERBITESBMTA
financial instruments 76,658 85,157
Current borrowings ENE R 50,000 —
Non-current borrowings FERBNEK 2,711,582 2,463,004
Total liabilities per SO BRI &R
consolidated statement of BEAHE
financial position 4,425,056 4,463,672
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

SEGMENT INFORMATION

(Continued)
Breakdown of the revenue is as follows:

Analysis of revenue
by segment

Sale of oil in China

Revenues in China of approximately
RMB1,539,687,000 (2011: RMB1,282,917,000) are
derived from a single external customer,
PetroChina.

Revenues in Kazakhstan of approximately
RMB201,125,000 are derived from Titan Qil.

PROFIT FROM OPERATIONS

All significant unusual items in nature, size or
incidence have been included in the Condensed
Consolidated Interim Statement of Comprehensive
Income. Included in employee compensation
costs are share-based compensation expenses
of RMB32,120,000 (2011: RMB49,573,000).

R B 55 5B R e 81 B LA
Sale of oil and gas in Kazakhstan M &7 H 38 5 26
SRR E U

SEBIRE (18)
WA BRMT -
Six months ended
June 30,
BZEAA=THILAKEA
2012 2011
—E2——F —ET——F
RMB’000 RMB'000
AR¥T R ARBFT
1,539,687 1,282,917
216,325 —
1,756,012 1,282,917

FRESHEEKANABARE
1,539,687,0007c (— T ——4F: AR
#51,282,917,0007T) + & ZPUW AT K
BRPBEEHRARAA -

RERATE S MHEEWAFOAR
# 201,125,000 7T 2k B 72 Titan Oil °

BEEa7

FIEEME  RIEREEEE FRE
AEEEEHERSELAREE M
RelmRT - EF - BEEEIH
MR AFHROHEASZBARE
32,120,0007c (R =T —— &+ I’k fH
B B s A A R # 49,573,0007T) °
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRSO B E M (REER)

9. INVESTMENTS

w"A

As at

June 30,

2012

RAB=+H

—Z——F

RMB’'000

ARETT

Beginning of the period (a) HA¥I£2%E (a) 3,966

Addition (b) ZS R0 (b) 11,878
Share of post-tax profits of HEZEGIEEHTIE

jointly controlled entity FMEDEE 66

End of the period BARERE 15,910

(@) The beginning balance represents the
value of 4,000,000 shares of restricted A
convertible preferred stock in PEDCO at
US$0.75 per share acquired in October
2011.The initial fair value of the preferred
shares is approximately RMB3,966,000.

(b) On May 23, 2012, the Company acquired
from PEDCO a 50% capital interest in White
Hawk. The purchase price of acquisition of
US$2 million included the 50% capital
interest in White Hawk and 1 million
PEDCO warrants (Note 11).
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(a) HVsEA—_T——F+ AR
15 /94,000,000 P& &% 0.75 370
E’JPEDCO—IEW‘A@ REE
f& - BEBRANBARBELD
AR 3,966,000 7T ©

(b) RA=—TE——FRHA=-+=8"
A A 7 #PEDCO Y B White
Hawk 50% Fy#E s » A2 B8 3%
JCUR BE S B EER 7 White Hawk
50% HJ # 2= LA & PEDCO 100 &

(M) o



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

9. INVESTMENTS (Continued) 9. ¥’E(#E)
(b) (Continued) (b) (#&)
The Group’s share of the results in White 7R & B T ER A White Hawk &8
Hawk and its aggregated assets and Em AN R RZ A R EEM
liabilities are shown below: BEMRERET
Six months
ended June 30,
2012
BZXA=T1A
L@ A
—E——fF
RMB’'000
ARET T
Assets BE 13,166
Liabilities =N 1,242
Revenues Wz 85
Share of profit inklkvak:) 66
Percentage held F5AR EE B 50%
10. PROPERTY, PLANT AND 10. AEE - TRR&E
EQUIPMENT
Additions to property, plant and equipment AEETBE « TR EEINEE
during the period amounted to RMB975,765,000 B AR #9757650007C( =T — —
(2011: RMB650,637,000) and mainly related to &F: AR¥650,637,0007T) * TER
costs associated with oil and gas properties. BB RUE EAR B RBL AN ©
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRSO B E M (REER)

11. DERIVATIVE FINANCIAL 11. fTEEMIR

INSTRUMENTS

Assets BE

Oil hedge options (a) AREHEARE ()
PEDCO warrants (b) PEDCO R #E7E (b)
Current portion RENE D

Liabilities a8E&

Current TRENE D

Oil hedge options (a) FiRE HHARE (a)
Non-current EREBS

Option to ACAP (c) F ACAP £ [R#&% & # ()
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As at
i
June 30, December 31,
2012 2011

ANH=+H +=A=+—H
—E-C-F —T——F

RMB’000 RMB'000
ARETT ARBFT

3,470 9,151
420 =
3,890 9,151

As at
i
June 30, December 31,
2012 2011

AA=+H +=A=1+—H
—E-C-F —E——F

RMB’000 RMB'000
ARBTT ARBF T

669 10,618
76,658 85,157
77,327 95,775




Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

11. DERIVATIVE FINANCIAL

INSTRUMENTS (Continued)
Oil hedge options

(a)

(i)

In October 2010, the Group entered
into the following oil hedge options
with Merrill Lynch Commodities, Inc
("MLCI") for the year ended December
31, 2011 and year ending December
31, 2012:

1. FTESMIA(R)

(a) AHERGE

@

e W R
#emerll Lynch Commodities,
Inc. (TMLCI]) B ALA R A
HEHHE - BHE-T
——FRZZT—=F
+ZA=+—HRl:

MIE sold  MIE bought

put option put option

Monthly Annual  atstrike  at strike

Notional  Notional price (WTI price (WTI

Quantity  Quantity  price per  price per

(barrel) (barrel) barrel) barrel)

MEHE  MEREE

LR MR

TREAEE TRERE

5528 RENTE RESPE

Contract Period AREH () B%/SR) BK/ER
Year ended BEZZ——F

December 31, 2011 +=A=t-H 150000 1800000  US$55.00  US$70.00
Year ending Bz-T--f

December 31, 2012 +=A=t-H 100000 1200000  US$55.00  US$70.00

The premium of US$8.74 million
(RMB57.86 million) for the above
option is payable over 8 instalments
on a quarterly basis from April 2011.

H-_Z——FmARN
BEEEZHEE - NEBE G
LA R E B4R EE 874
BET(ARK57868)
HENE D \REEH
MLCIZZ {5 e
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

DERIVATIVE FINANCIAL
INSTRUMENTS (Continued)
(a) Oil hedge options (Continued)

(i) In October 2011, the Group entered
into three separate oil hedge options
with the following banks at monthly
notional quantity of 60,000 barrel
each for year ending December 31,
2012 (or total notional quantity of
720,000 barrels per annum) at zero
premium:

Counterparty

JPMorgan Chase JPMorgan Chase
Bank. N.A. Bank. N.A.

Deutsche Bank AG Deutsche Bank AG

Standard Bank Plc Standard Bank Plc

The change in fair value of derivative
financial instruments, which are not
designated as cash flow hedges for
accounting purposes, are recognized
in the consolidated statement of
comprehensive income (Note 17)
and as assets or liabilities.

1. FTESMIA(R)

(a) AHERIAE(E)
iy =Z=Z——%+A %K%
BTz S D RIR A
THRATBE=BABHE
HHE #E=_T—=
F+=—A=+—R1L"

&5 A % % & 60,0001
(ABFHEFEBEHE
720,000%8) :

The Company The Company The Company
bought put sold call bought call
option at strike  option at strike  option at strike
price (IPE Brent  price (IPE Brent price (IPE Brent
price per barrel)  price per barrel)  price per barrel)
AAREDN AAHERR AARERR
HENRE HETEE HETRE
(hfat R (fats A (hfak R
B/ 5R) B /5R) B/ 85)
US$60.00 US$131.00 US$170.00
US$60.00 US$131.50 US$170.00
US§60.00 US$146.00 US$186.00

AEEMESMIT AN

FUREREHABHN
MARBEESY #&
HEEBERTERS
Woas (KfRE17) - RIRE
BHEEREBERT KA
EHERRAREERA

& e



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

AP O R AR M E CREFX)

11. DERIVATIVE FINANCIAL

INSTRUMENTS (Continued)
(b) PEDCO warrants

(c)

Connected with the purchase of the 50%
interest in White Hawk on May 23, 2012,
for a consideration of US$2,000,000, the
Company also acquired 1 million PEDCO
warrants, half of which are exercisable at
US$1.25 per share and half of which at
US$1.50 per share exercisable within two
years. The initial fair value of the warrants
is approximately RMB420,000 (Note 9).

Option to ACAP

The Company has granted Acap Limited
(“ACAP"), which provided general
consulting services to the Company in
relation to the acquisition of Emir-Oil, LLC,
a right to co-invest with the Company or
its associates for up to 9.9% of the assets
acquired in the acquisition, on the same
terms and conditions under the Purchase
Agreement within 36 months from the
closing of the transaction. The change in fair
value of the option to ACAP is recognized in the
consolidated statement of comprehensive
income (Note 17).

11.

eI A ()

(b)

(c)

PEDCO 32 R%# %
AKRABRMR-—_ZE—=—FAHA
—+=HLA2008 E T4 E Uk
% 7 White Hawk 50% #9455
FEER T PEDCO 100 &5 A% 32 A% #
o %1008 iR RARE F 7 17
HHAMENAR  HP—H2
—HRBREZITEERBTR
1.25% 7 ' BINZH Z— 1T
EERABFR150ET > %R
IR BB AR BEDNAA
R¥E QBT (HEE9) -

F ACAP ([ &

Acap Limited ([ACAP]) BAR
7] #£ U B Emir-Oil, LLC B 42 it
—RFBHRBE - AQ A M
ACAPE FHRIRER - Al
5378 B 17 5% 48 R 0 {4 i1
T+ ACAP A #E B AR 1 A st H
BIERRRBERKERBE
E K & = 9.9% ) 15 %8 ° ACAP
A 1E R F FEAK B Bk 22 F EAK £
3618 A ATTEZ LRI E#E -
FTACAPHRRERNARE
BEFHEEEHREKEERR
R o (HE17)
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

TRADE AND OTHER RECEIVABLES
Included in trade and other receivables of
RMB765,832,000 as at June 30, 2012 (December
31, 2011: RMB735,100,000) are trade receivables
of RMB257,864,000 (December 31, 2011:
RMB210,603,000).

The aging analysis of trade receivables were as
follows:

0-30 days 0-30K
31-180 days 31-180K
over 180 days 180 R LA £

The Group's trade receivables have credit terms
of between 30 days to 60 days.

As of June 30, 2012 and December 31, 2011,
there were no trade receivables past due which
are impaired.

12.

TR Ui By EL fith FE st 7R IR

RZT——FXA=+H BEERHE
fib FE U X EBHREARARKE
765,832,000 L (R =—F——F+= A
=+ —B ZBEAEARE
735,100,0007T) + EH 8 E K fE AR
HERER B AR 257,864,000 7T (A =
T——&F+-A=+—H " ZHEA
AER#210,603,0007T) °

JEWEBRFRERER D AT AN T -
As at
i
June 30, December 31,
2012
NA=1+H
—E—_F
RMB’000 RMB'000
AR%T T AREETIT
257,830 197,123
1 13,441
33 39
257,864 210,603

AR E KR (E AR 30E 60
H e

R-F——FXRA=Z+AR=F——
F+-A=+—8 #EIASAH
B EREREURERK -



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

. SHARE CAPITAL

13. BBF

Ordinary Share Other

Number shares  premium  reserves Total

ofshares  EER RARE HtRfk @it

(thousands)  RMB'000  RMB'000  RMB'000  RMB'000

RE(TR) AR¥Tr ARMTR AR%Tn ARETx

Opening balance January 1, 2012  RA=%-=#-f-A 2647396 17,627 835709 102,083 955419

Transfer to safety fund reserve ERT2RES - - — 26004 26,004

Currency translation difference EMiE£R - - - 1,632 1,632
Employees stock option scheme SThREHiErEl

— value of employee services —EIRBER - - — 33433 3343
Employees stock option scheme ETREHEHE

—exercise of employee options — BTHETE 445 2 665 - 667

Share buy back (@) RiARE @) - - —  (5866) (5866

At June 30, 2012 R=E-—£XA=1H 2,647,841 17,629 836,374 157,286 1,011,289

Opening balance January 1,201 R=E--%£-F-H 2,641,334 17588 826,477 91919 935,984

Transfer to safety fund reserve ERR2EES - - - 18,791 18,791

Currency translation difference EMEER - = — (20100 (20100
Employees Stock option scheme STRZHE:

— value of employee services —BTREER = = = 1803 1803
Employees stock option scheme BIREHiErE

—exercise of employee options —BIHETE 1,701 11 2,167 - 2178

At June 30, 2011 W=B--EXB=1H 2,643,035 17,599 808,644 R2413 938,656

MI BERIZRBERAT o
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

- B R B & O B IS B R R (RS F &)

SHARE CAPITAL (Continued)

(@)

To supplement the 2009 Stock Incentive
Compensation Plan (the “Plan”) in respect
the operation of the share appreciation
rights (“SAR"), the board of the Company
resolved on May 30, 2012 that up to
44,415,800 shares of the Company will be
purchased by a trustee from the market
out of cash contributed by the Group and
be held in trust for the benefit of the
persons holding SAR and pending the
exercise of the SAR (“Selected Grantees”).
Upon exercise of the SAR, the trustee will
sell the purchased shares to which the
SAR so exercised relates and pay the
selected grantees in satisfaction of the
Company'’s payment obligations in relation
to the SAR under the Plan.

In the current period, the trustee has
acquired 3,822,000 shares through purchases
from the market at an aggregate consideration
of RMB5,866,000 (including transaction
costs). The purchase shares are being held
in trust and did not result in any share
cancellation.

13. B (#8)

(@)

ERH T NFHE MM RMD
RENM & 51 81 IR0 1 EHEET
EEMIBEANMET ARRE
EeN—_E——FRA=1+H
ERRE - HEBRAEBEE -
BBFFEAKRTISEE T BB
44,415,800 A A RIAER & - I
R AR A IR L ERE
e ARTEAS(EEHERE
BEHE - RRMIGEREITHE
B ZEAR LS EITRES
DIEEREY S MR ETE
B8 W METTARRIFTEMR
DEREM ST E THRMDIEE
e E EOFARE-3

AR - LEABBRTS
EREES T 3,822,000 BEARE -
TR EREAEARE
5,866,000 (EXSER) -
B &R B EFER A I EE AR
s o



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

14.

15.

TRADE AND OTHER PAYABLES 14. B REMEMNREA

At June 30, 2012 and December 31, 2011 the R_E——FXA=+tHE=_ZF——
ageing analysis of the trade and other payable F+ZA=+—H ' EREZEEHN
based on invoice date is as follows: FE S ]2 B fib E P SRIB BR B 9 4T B R

mF -

As at
i

June 30, December 31,

2012

~A=+H

—E—_F
RMB’000 RMB'000
AR%T AREFTT

< 6 months AN ! 893,328 1,299,650
6 months—1 year NMERE—F 244,917 160,788
1-2 years —EMF 58,480 123,733
2-3 years ME=F 19,365 2,954
> 3years RKR=F 16,183 18,835
Total st 1,232,273 1,605,960
BORROWINGS 15. &

(a) Summary of borrowings (a) EREE

As at
i
June 30, December 31,
2012 2011

AA=tH +=-A=+—8
—2——F —B——f
RMB'000 RMB'000
AR¥T T AR®ETT

Bank borrowings RITIE
Non-current (i) FEMENET () 233,905 =
Current (i) BN fE R (i) 50,000 =
283,905 =
Senior Notes (iii) BEZ (i) 2,477,677 2,463,004
Total borrowings [Epre Gt 2,761,582 2,463,004
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

- B R B & O B IS B R R (RS F &)

15. BORROWINGS (Continued)
(@) Summary of borrowings
(Continued)
Bank Borrowings

0]

(ii)
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Loan from China Minsheng Bank

On June 18, 2012, Ml Energy
Corporation (“MIE") signed a US$80
million syndicated loan facility
with China Minsheng Banking
Corporation Limited head office and
China Minsheng Banking Corporation
Limited Hong Kong Branch (“Minsheng”).
The term of the loan is 35 months
and bears interest at LIBOR plus 5%
per annum, repayable in three equal
instalments on the 24th, 30th and
35th months after June 25, 2012. The
loan is unsecured and guaranteed by
the Company. As of June 30, 2012,
MIE had drawn down US$40 million
under the loan.

Loan from China Construction Bank
MIE entered into a RMB50 million
working capital loan agreement with
China Construction Bank (“CCB") on
January 4, 2012 for 6 months commencing
on January 13, 2012. The interest
rate is the base rate as published by
the People’s Bank of China at 6.1%
per annum plus 15% of the base
rate and the resulting effective
interest rate is 7.015% per annum.
The loan is secured by a pledge of
MIE’s entitlement to the sales
income from Moliging and Miao 3.
The loan was repaid on July 16, 2012
(Note 24).

15. & (#8)

(@) fE=REE (W)

RATIER

0

(ii)

B RAERITEN
MI&E &R 2 7 (TMIE]) 7
—E——FXA+NH
B RARITRI KR
FRERABRITESDIT
(TRERIT I —E
SHEASTEETMIRE
EXRp#E e EXHEA
BEA FRERAERK
BRATREHE M X m
5% DRIRE24EA
£ 3018 B ME351EA 5»
HEHEEE - ZHER
AERERERER
HE_ZT—Z—F1~A
=+B  MEEBEREZEA
BERAHATEET -

B2 R RTTE

MER=Z—=—F—AK©
P EELRT(RE
RBITDIIL—BAR
MeBEERBZH
Fh—BEARESTET
WoMEABHER B3
MBE-ZZT—=——A8
+=B#Es FHE
7.015[E o ZF|ETyRH
BARBITAMZELE
MERFF6IELF15%
REHERFENEAR7.015
B - BEFUERMERE
BEREIHEZEZH
EWAEEE - ZEE
RER-_ZE——F+tA
+NBEE (MzE24) -



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

AP O R AR M E CREFX)

15. BORROWINGS (Continued)
summary of borrowings
(Continued)

(a)

(iii)

Senior Notes

On May 12, 2011, the Company
issued US$400,000,000 9.75% senior
notes (“Notes”) due 2016. The Notes
bear a coupon rate of 9.75% per
annum, payable semi-annually in
arrears on May 12 and November 12
of each year, commencing on November
12, 2011. The net proceeds of the
issuance of the Notes, after
deduction of underwriting fees,
discounts and commissions and other
expenses payable in connection
with the issuance of the Notes,
amounted to approximately US$390
million. The Notes are listed on the
Singapore Exchange Securities
Trading Limited.

The Notes are general obligation of
the Company and are senior in right
of payment to any existing and
future obligations of the Company
and its subsidiaries expressly
subordinated in right of payment to
the Notes.

15. &K ()

(a)

fERIE (1)

(i)

B
AAFR-_E——Fh
BA+=ZB#TR=Z
— 7~ £ 21| #§400,000,000
ETOENELERE
(& - ZHEHFE
REMKIISEE
E-_ZET——F+— A
T BEHRBRESEFH
AREEREA+=_BAK
+—BA+-HBXffe &
MBREBTERARN
BHEBR FEEA
LA R B At {& 5T FE S & A
% BITEBENEIBR
TBRFRAAESIERETT -
ERER-_T——FFH
B+ = BEF I3 3
RBFBRAR LT °

ZEEARAAN—RE
B ERERENEEE
RARBEEFRFR
PRATREBELR
BOEMRE RARKE
£
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRPHE OB E R (REER)

15. BORROWINGS (Continued)
summary of borrowings
(Continued)

(a)

88  MIE HOLDINGS CORPORATION e Interim Report 2012

(iii)

Senior Notes (Continued)

The Notes and the guarantees
provided by the certain subsidiaries
will limit the ability of the Company
and certain of its subsidiaries to,
among other things (and subject to
certain qualifications and exceptions)
incur additional indebtedness issue
preferred stock and make investment.

At any time on or after May 12,
2014, the Company may redeem the
Notes, in whole or in part, at a
redemption price equal to the
percentage of principal amount set
forth below, plus accrued and
unpaid interest to the redemption
date, if redeemed during the
12-month period commencing on
May 12 of any year set forth below:

Period HifE

2014 —Z—PU4F
2015 —ZF—FRF

15. &% (#8)

(a)

fERIE (1)

(i)

B ()
ZERBERETHERE
ERAREHERSR
IR QR R EETHE
ARIEELEBEINNE
% BITEERARER
A EARE N (AN
BETEBRRPISMER
BRSN) o

RZE—WFRA+=
Al z BEMER - R
AR AR B ER T XA
HASEADLNER
EZNEEERHHMD
FEET RARMFLE (MR T
XFHEMEERA
+ZBABNT=EA
EAfEI &[] ) FE 2] 2 3P 3 &P

PDEE

Redemption

Price
MR E

104.8750%
102.4375%



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
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15. BORROWINGS (Continued)
summary of borrowings
(Continued)

(a)

(iii)

Senior Notes (Continued)

At any time prior to May 12, 2014,
the Company may at its option
redeem the Notes, in whole but not
in part, at a redemption price equal
to 100% of the principal amount of
the Notes, plus the applicable
premium and accrued and unpaid
interest to the redemption date.

In addition, at any time prior to May
12, 2014, the Company may redeem
up to 35% of the aggregate principal
amount of the Notes with the net
cash proceeds of one or more sales
of common stock of the Company in
an equity offering at a redemption
price of 109.75% of the principal
amount of the Notes, plus accrued and
unpaid interest to the redemption
date, provided that at least 65% of
the aggregate principal amount of
the Notes issued on the original
issue date remains outstanding after
each such redemption and any such
redemption takes place within 60
days after the closing of the related
equity offering.

15. & (#8)

(a)

fERIE (1)

(i)

ELEE ()

R-E—NFRA+=
BRIEMER A2 7
AEZRBENRERAR
< %8 100% K9 FE 518 5 N
HZEERDAHNEAS
8 LA & & & & 7
B+ ZARE B 2 E0 i IE 5

DEE -

o R=ZF—HE R
A+ =8 A E e
AARAREERER
R 4 5E109.75% &) & [@
& BhHEEZEDA S
R FEET R AR FE - A
RNRRE—RBEANEE
RN Nk
B% P 15 3R <& F 8 1 0] &%
LhREBASBEDN
35% * MERRYIETTH A
BIINZEEASHRESR
LES%EFIXEBED
B A R AEE A R AR
BRI A MR AR B
EEREORANIAE o
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

15. BORROWINGS (Continued) 15. B (#8)
(b) Movements in borrowings is analysed as (b) BRESHHFET :
follows:

Six months ended
June 30,
BEAA=tTHIEAEA

2012 2011
—E——fF —T——F
RMB’000 RMB'000
AR¥T AR¥ETTT

Carrying amount as at January 1 — A — H %58 2,463,004 1,291,203
Issue of the Notes BHITERE — 2,528,955
Borrowings from CCB BERIBITIER 50,000 —
Borrowings from Minsheng B RARITER 233,905 —
Amortization of the Notes EREH 5,292 665
Repayments of borrowings fEBIER - (1,291,203)
Exchange difference & 518 9,381 (5,031)
Carrying amount of the HERRE

borrowings and Notes RANA=1+A

as at June 30 #REE 2,761,582 2,524,589
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
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15. BORROWINGS (Continued) 15. B (#8)
(c) The effective interest rates at the dates of (c) REHEMBARRLERD  BRF
the consolidated statements of financial I N

position are as follows:

As at
i
June 30, December 31,

Effective interest rates RITERERF =
on the bank borrowings 7.02% —
Effective interest rates ZIREERFIR
on the Notes 10.91% 10.91%
Interest expense on borrowings for the six BE-_ZT——F-~A=t+HL
months ended June 30, 2012 is RMB129,775,000 NEAHENMEERAAAR
(June 30, 2011: RMB91,851,000). #129,775000C (=T —— 4
NA=1A : AR¥91,851,000
JC) °
(d) The Group has undrawn borrowing (d) B8=2—=——FA=+8"
facilities of US$40 million as of June 30, AEBBEEITEETERH
2012 within nine months. KREEFA B SRNERREIE -
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRSO B E M (REER)

16. TAXES OTHER THAN INCOME 16. BRFRSIRIMRIA
TAXES

Six months ended
June 30,
BEASA=1+HLAEAR
2012 2011

— B —E——F
RMB’000 RMB'000
AR¥T T ARBFT

China i
Special oil levy AREERIRE S 292,715 289,363
Others HAph 8,396 6,071
301,111 295,434
Kazakhstan MR
Mineral extraction tax R 13,765 —
Rent export tax AEHOR 55,139 =
Rent export duty expenditures AELHOBEHR ST 12,021 —
Property tax LIE) 11,652 —
92,577 —
Others Hith
Withholding tax KRR BT 30,326 —
Total Fob 424,014 295,434
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

17.

18.

OTHER INCOME/(LOSSES) 17. Hfttlg A (E518)
Six months ended
June 30,
BEXA=tHLAEAR
2012
—E—_F
RMB’000
ARKETTT
Gain/(loss) on oil put option AR R B
MR/ (Ei8) 4,286 (16,073)
Gain from changes of fair value of ~ FACAP BRI AR B
option to ACAP BEEEHFE 8,499 —
Others HAh 5,255 3,615
18,040 (12,458)
FINANCE COST — NET 18. MBRA — 8@

Six months ended
June 30,
BEAA=THIEAEA
2012 2011

—g—-5 —z——F
RMB’000 RMB’'000
ARBTE  ARETR

Finance income WA
Interest income FE U A 3,684 1,735
Exchange gain T 5 W — 30,744
3,684 32,479

Finance cost BKEA
Interest expense MEEA (132,595) (91,851)
Bank charges RITER (1,191) (9,634)
Exchange loss R E18 (7,318) —
(141,104) (101,485)
Finance costs — net HKER— FE (137,420) (69,006)
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

INCOME TAX EXPENSE

Current income tax — overseas

Deferred income tax ERERATISH

Hong Kong profits tax has not been provided for
as the Group did not have estimated assessable
profit subject to profits tax in Hong Kong during
the six months ended June 30, 2012 and 2011.
Taxation on overseas profits has been calculated
on the estimated assessable profit for the year
at the rates of taxation prevailing in the countries
in which the Group operates.

Income tax expense is recognised based on
management’s estimate of the weighted average
annual income tax rate expected for the full
financial year. The estimated average annual tax
rate used for the year ending December 31, 2012
iS 34% (the estimated tax rate for the six months
ended June 30, 2011 was 31%). The increase in
average annual tax rate is mainly due to higher
non-deductible expenses relating to interest
expenses for the Notes which was issued in May
2011.

BNERPR1S AR — /B oh

19. FRRREH
Six months ended
June 30,

BZEAB=1THIEAREA
2012 2011
—E--F —E——F
RMB’000 RMB'000
AR%T T AREETTT
178,101 132,113
2,941 7,299
181,042 139,412

BEZZ——FRk=-Z—F~A
=THIEANEASRE  AEEREE
HRAREBERAERTFE - B
I RIRBEANGHER - BINFIHE
BB K Bl 3R BB R 6 b At FE AR AR A
HRAEEEEEBMERRAIR
TR RETH -

BNEFTIS R ERANBERAEERE R
B E @Y KREE MEFHEER
BRENMGE - BiEZE=F—=F
T A=t+—BILFEMHTFYE
MEARUY(BE-_T——F XA
=+ HIEANEASENETFER
EAE3N%) c FHBREHRESEER
ARE-ZT——FAHABTHER
FEBERBENRETIHNERER
K930 ©



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

20. EARNINGS PER SHARE 20. SBRET
(a) Basic (a) E&F
Basic earnings per share is calculated by EAGRUEREZBRARR
dividing the profit attributable to equity FIRERFTAENFE - BRIAK
holders of the Company by the weighted FEENEAHEADEITER
average number of ordinary shares in f& (8 45 38 1B 1= 1 [ BB 3F LA
issue during the six month period KEHREERT = ARG
excluding ordinary shares purchased by REFEHLE B N INEFY
the trustee and held in trust for the benefit BRtE -

of selected grantees pending the exercise
of SARS to which these shares relate.

Six months ended
June 30,
HEAA=THILAEA
2012 2011

—E——fF —T——F
RMB’000 RMB'000
AR¥T AR¥ETTT

Profit attributable to equity AARIRAERFB A
holders of the Company AL F = R 347,469 303,864

Weighted average number of hniE e AR

ordinary shares (thousands) #HAE (&) 2,647,237 2,641,726
Earnings per share, Basic BRERET
(RMB per share) (BIRARE) 0.13 0.12
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

- B R B & O B IS B R R (RS F &)

20. EARNINGS PER SHARE (Continued)
(b) Diluted

20. BEREBT ()
(b) #WiE

Diluted earnings per share is calculated by
adjusting the weighted average number of
ordinary shares outstanding to assume
conversion of all dilutive potential ordinary
shares. For six months ended June 30,
2012 and 2011, the Company only has
share options outstanding which are
potentially dilutive. A calculation is
performed to determine the number of
ordinary shares that could have been
acquired at fair value (determined as the
average annual market share price of the
Company’s shares) based on the monetary
value of the subscription rights attached to
the weighted average number of
outstanding share options. The number of
ordinary shares calculated above for basic
earning per share is increased by the
number of ordinary shares that would
have been issued assuming the exercise
of the share options at the date later of
beginning of the relevant period or the
date of issue.
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BRHRBANBREMBERE
BELBERERRE  KAR
B 31T E B A i I EGT
BE-BHE-_T——_FR=F
——FXNA=+H1ENEAH
MR ARRIEBHRTEZ
BREEEEERENE -2
REERRAE - IRIBERITERIRE
B ANAE IS EFT T R R &
HEE ETALEEANE
BEAERBRMDOFHEE
TME)BANETEREE - 1%
N EERGRAEFSAFTED
TRAREE - TN ERERER
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

20. EARNINGS PER SHARE (Continued) 20. SiEEF (&)
(b) Diluted (Continued) (b) #HE(E)

Six months ended
June 30,
BZEAA=THILAKEA

2012 2011

— —E——F
RMB’000 RMB'000
AR%F R ARBT T

Net profit attributable to RATRERFE A

equity holders of the Company  FE{&% 5 FI 347,469 303,864
Profit used to determine ARETER®HE

diluted earnings per share bill=obe:o vl 347,469 303,864

Weighted average number T HLER

of ordinary shares in #A (TR)

issue (thousands) 2,647,237 2,641,726
Adjustments for: R

— Share options (thousands) — BERETH) 17,962 18,418

Weighted average number of RETEBRWE

diluted potential ordinary rillEoiov: oz

shares for diluted earnings 3 A% AN

per share (thousands) FE (FAR) 2,665,199 2,660,144
Earnings per share, Diluted SREERF

(RMB per share) (BRARE) 0.13 0.1
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
| BRSO B E M (REER)

21. CASH GENERATED FROM 21. BERDEEMERS
OPERATING ACTIVITIES

Six months ended
June 30,
BEASA=1+HLAEAR
2012 2011

— B —E——F
RMB’000 RMB'000
AR¥T T ARBFT

Profit before income tax W BT 45 A4 A 528,095 443,276
Adjustments for: FE
Depreciation, depletion WE  ITRER S

and amortization 376,673 231,412
Interest expenses — net ENEEA 128,911 90,116
Unrealized foreign exchange RETE N

loss/(gain) Eia, (M) 7,318 (30,744)
Write off of inventory WEGTE 260 —
Fair value (gain)/loss on B AR EE

oil put option BE) (Wzs) BB (4,286) 16,073
Gain from changes of fair value F ACAP £ [RlI& & 1

of option to ACAP AR BEZH K (8,499) =
Employee share option BT 33,433 2,526
Changes in working capital: LEESEE
Inventories T8 (2,583) (8,284)
Trade and other receivables JE U % EL At E MR R IR 75,687 (135,842)
Trade and other payables FEAS R EL At FE AT R IR (182,633) 157,633
Cash generated from operations CETBELENR S 952,376 766,166
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

22. COMMITMENTS AND 22. ZAEFHERREAR
CONTINGENCIES
(@) Commitments (a) #&&E
(i) The Group has operating lease () AEEETETARSE
commitment related to its non- MAEKERY - &
cancellation operating lease for offices. FALET KR RFEMR
The future aggregate minimum lease ERHENT

payments under the operating lease
are as follows:

As at
i
June 30, December 31,
2012 2011

AA=+tH +=A=1+—H
—EB——fF —T——F

RMB’000 RMB'000
AR%T AR¥TT

<1year PR —F 6,650 4,687
1-2 year —EWE 3,259 3,507
2-5 year —ERF 2,805 4,304

12,714 12,498
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

COMMITMENTS AND

CONTINGENCIES (Continued)
Commitments (Continued)

(a)

(i)

(iii)

According to the production contracts
for 3 blocks in Kazakhstan, the
Group is obligated to perform
minimum work program during the
life of the production contracts. Set
out below is the commitments for
the minimum work program:

<1year DR—F
1-2 year —EME
2-5 year —ERF
>5 year AFLAE

Sino Gas and Energy Limited
("SGE") commitment

On June 25, 2012, the Group entered
into an agreement to acquire 51%
interest in SGE. The aggregate
amount of consideration is US$100
million. This transaction has not
been completed as of June 30, 2012.
For details, please refer to Note 24.

22. RESTHRBBEE(E)

(a) #&EE(#)

(@i

REMER = ERRN
EEAR  AEEMA
EeRHBRANTRE
THEEFE - XIETIE
B EFGEIT

As at
i

June 30, December 31,
2012 2011
NA=+H +=A=+—H
—E2——F —T——F
RMB’000 RMB'000
AR¥T R AREETTT
494,584 440,808
418,777 420,509
1,342,918 1,294,990
6,244,025 6,470,097
8,500,304 8,626,404

(iii)

Sino Gas and Energy
Limited ([SGE ) &%=
b

R-ZF— %X A8
“+HRH AEE®R
SGEH 3t 4 B SGE 51% &
EEEER - 25
WESEAIEET - &
WER=_F——F A
=+ HEKRTK 74
BA - B2 AME24 -



Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

22. COMMITMENTS AND

CONTINGENCIES (Continued)
(b) Contingencies (b)

22. ZAEFHRABAR(K)
HARAR

On August 28, 2000, MIE entered into a
PSC with Sinopec for exploration and
development of Luojiayi 64 block at
Shengli oilfield in Shandong Province. In
2000, MIE began the trial-development
phase of its operations at Luojiayi 64 block
at Shengli and drilled a dry hole. The
project has been suspended since the end
of 2004. In April 2005, MIE requested an
extension from Sinopec to restart the
project at Shengli. On September 27, 2006,
MIE received a letter from Sinopec denying
the request to restart the project and
seeking to terminate the PSC on the
grounds that the extension period of the
trial-development phase had expired and MIE
had not met its investment commitment of
at least US$2 million under the PSC. MIE
believes its investment in the project at
Luojiayi 64 block at Shengli oilfield had met
the required commitment amount under
the PSC. The PSC with Sinopec has not
been formally terminated and the dispute
has not entered any judicial proceedings.

Ml BERIZERERAR © —T——FHhBME

R-ZZEZEZFENA=_1+N\R "
MEBHR E(LFT L ERDKE
@ ABIER R RILRE
BAEENERE AR - A
—EBEERE S MERBIER
EoAERERABFER R
B#EB—O%ER - ZBEEA
—ETERBEBE - N
TERENAH  MEEBRFA
{EZKIE R EAR A B ZBR
BROEER - RZZZREH
B-—+tH: MEEEH A
BRESHEZIBR ERH
R - B A AE R
B 3E = HABR B B HR R MIE I &
BTERSKER+TED
2,000,0003% 7T Ky 18 B & 7% A&
B BERRIEERAKER -
MEHGEERBF BAERE
GARMIBEFMRECREE
mAOKERAMTAENEGZS
e BAARENERDKER
WARERKIEBAH I RHEA
ERRARRF ©
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

23. RELATED PARTY TRANSACTIONS 23. HEBRAHRS
(@)  The following transactions were carried (@) EARFEE MBI :
out with related parties:

Six months ended
June 30,
BERA=THLAEA
2012 2011
—2——F

—E-CF
RMB'000 RMB'000

AR¥T T ARETT

Transactions with
PSC partners
Global Qil Corporation ("GOC")
— Amounts received
on behalf of GOC
arising from the PSCs
— Loan granted to GOC

— Costs incurred on behalf
of GOC for the PSCs

PetroChina
— Sales to PetroChina
— Cost incurred on behalf
of PetroChina for the PSCS

Transactions with controlling
shareholder of FEEL and
a company/person related
to the controlling
shareholder of FEEL

Jilin Guotai Petroleum
Development Company
Purchases of raw materials
Purchase for oil field services
Rental of vehicles
Purchase of vehicles

Zhao Jiangbo
Rental of vehicles and

office premises

RERAAEHR
BHNZS
BAMERIE A AR
—BRBERIKAR
RRAFIERIL A
N FEWERAFE
— FEAHERE A
RENER
—REERIKAR
RAFIERS G
REXNHEEER
RABRE

RAH
—HREHNEER
—REEROKARAK

PRAXNEERR

SEFEELER R K
BRNEHAR,/
ALHRZ

EMNEERARRE
BRAR
R
FEEHRE
REMES
BEAE

IR
RARMERER

HEHE
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148,699 136,117
94,555 28,780
138,705 132,614
1,539,687 1,282,917
69,461 69,712
150 151
90,635 75,149

— 1,899

2,005 =
2,251 2,400




Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)
AP IS B ERME (REEX)

23. RELATED PARTY TRANSACTIONS 23. HEARABHRS ()
(Continued)

()  Amounts due from related parties included (b) U R EL A 8 Uk A ESE 75 SRR
in trade and other receivables:

As at
i
June 30, December 31,
2012 2011

ANA=+A +t=A=1+—8”
—B--fF —_F—F

RMB'000 RMB'000
ARMTR  ARBTT

Amounts due from related  FEURBIRE 5 &
parties and PSC partners ERSRER

BHNFRIE
Current RE
Zhao Jiangbo (non-trade) IR (EES) 375 —
GOC (non-trade) SRR IR BR

AHRARI(EES) 41,849 142,500
PetroChina (trade) FREH(ES) 353,357 300,914
PetroChina (non-trade) FREGEES) 38,667 37,993

434,248 481,407

Non-current B
GOC (non-trade) SR K A 2R IR R

AHRARI(EES) 161,646 —

595,894 431,407
Advance to supplier AL HERER
Jilin Guotai Petroleum HMEERA M
Development Company FEBRAA]
(trade) (B%) 15,811 31,718
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

| A G R R (REBR)

RELATED PARTY TRANSACTIONS
(Continued)

(b)

Amounts due from related parties included
in trade and other receivables: (Continued)

The above balances principally represent
trade and unbilled receivables from
PetroChina from sale of crude oil to
PetroChina pursuant to the PSCs,
advances to GOC which will be offset
against amounts to be received from
PetroChina on behalf of GOC, expenditures
incurred by the Group on behalf of other
PSC partners pursuant to the PSCs, and
advances to Jilin Guotai Petroleum
Development Company for oilfield related
Services.

Key management compensation is
presented below:

23. HEABHHRS (&)

(b) Uk % EL A B UK B T RO
(&)

iR AERERD KA R
1) AP 0 e 81 65 0 R E AR ) R A
HREW R AHFRIA - FBEARA
MR IR A M A A A (Z TR
MR A EE R GOCH T A
B UER ) FRIEHEOE) - AR E
BRERAKERARREME
DK A R PTEER X
- AR A EMAE B2 AR
BARA R NhBAERE
MFER KR

© EEREBASHMESHEIINT

Six months ended

June 30,
BEANA=THILAEA
2012 2011
—E——fF —T——F
RMB’000 RMB’000
ARBT T AR¥ETTT
EXpense B
Short-term benefits: PSEEE YR
— Salaries — e 9,338 12,411
— Short-term bonuses — RRHAATF 1,892 6,176
— Share options and — B PR
share appreciation K&
rights granted EERE 21,497 26,713
— Benefits in-kind — H#iEH 1,008 1,023
Total #aEt 33,735 46,323
Accrued liability 2itaE:
Short-term benefits: REER -
— Short-term bonuses — RHAAT R 1,892 300
Total #Et 1,892 300




Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

& B R HA & OF B B B B M = (R IEF )

23.

24.

RELATED PARTY TRANSACTIONS

(Continued)

(©) Key management compensation is
presented below: (Continued)

Short-term bonuses fall due wholly within
twelve months after the end of the period
in which management rendered the
related services.

EVENTS OCCURRING AFTER THE

BALANCE SHEET DATE

(@  On June 25, 2012, the Company entered
into an agreement with SGEH to acquire a
51% majority interest in Sino Gas and
Energy Limited ("SGE"), an entity organized
under the laws of Australia. The principal
business activity of SGE is the exploration
of unconventional gas assets in China
pursuant to two PSCs, namely Linxing PSC
and Sanjiaobei PSC, both of which are
located on the eastern flank of the Ordos
Basin. The aggregate amount of the
consideration payable by the Company is
US$100 million comprising (a) US$10
million for the purchase of certain existing
shares of SGE payable in cash at
completion; and (b) US$66,342,287 and
US$23,657,713 for the subscription of new
shares of SGE and certain loan notes to
SGE payable in cash progressively after
completion. US$10 million was paid on July
4, 2012 at completion, which was the date
that SGE became a jointly controlled entity
of the Group.

23. HEBAHXS (1)

©

TEREBABMEHINMT
(&)

AN EEEEE KA
FEARTE 1R — FRF

24. REARKAKER

(@)

R=ZFE—=FXA=+=AH8"
AN A B EASGEHEE AR 15 3% + WX
B Sino Gas and Energy B[R &
A) (AT 878 [SGE]) 51% H) %
HRE - SCE AR IEZ B
SRAF G E R R - SGEM £
EREEDRIERAINEER
% BBREM=ILMHE
@OKER - ERBEETIES
MRAREERN IR o E&ELA
=REERDKE RNMRRE
2 TR H A - KD A
ERHEREARIBETL &
F@QRKEZXAEMTTE
ELIREHEESGER A I H %
Z. R KBERB Z%E
2 B BR FE 15 66,342,287 £ T &
23,657,713 3 7t A 1A 72 B SGE
MBIRERTFSES - R=
T—— &+ A HE AU EE TR
A 2 TERTRER -
SGETFRE B AAEE KR

HIE -
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Notes to the Condensed Consolidated Interim
Financial Information (Unaudited)

B R S OF B S BB M R (REEF &)

24. EVENTS OCCURRING AFTER THE
BALANCE SHEET DATE
(Continued)

(b)  OnJuly 16, 2012, MIE repaid the balance of
RMB50 million working capital loan as of
June 30, 2012 to CCB.

On July 11, 2012, MIE entered into a new
RMB60 million 6 months working capital
loan agreement with CCB commencing
from July 11, 2012. The interest rate is the
base rate as published by the People’s
Bank of China plus an additional 15% of
the base rate. The loan is secured by a
pledge on MIE’s entitlement on the sales
income from Moliging and Miao 3.
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24. REAREKAERSEHGR)

(b)

MER—Z— -+ F+/xH
MEZRBRTEETHE=Z
——FXNA=THILEMEESR
CEFBRBARKSTET -

MER—_Z——4¢+H+—H
HEBRRT] FHTL—BA
RELBEESCERMZE PR
—EANRETET/ @A
B BERPME-_Z——F
+A+—B#s UPEAR
RITAMZ EEFE £iF15%
ERERERE - ZIEERINU
EHRMEREES KB = HH
BEPA NS
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