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Tnterim Results ¥ A8 F 8

The board of directors (the “Board”) of Sino Oil and Gas Holdings REREIERERA AR (AR EEe([E5e))
Limited (the “Company”) announces the unaudited interim results B ARRIREWBAG (5 AEE]) #ZE2013
of the Company and its subsidiaries (collectively the “Group”) for F6A30B I ANEAR Z AREEZPEERZWDT ¢

the six months ended 30 June 2013 as follows:

7 rss % 7> %
Condensed Consolidated Statement of J B e Z DI s %
Com})'f’eﬁenSl\/e anome
For the six months ended 30 June 2013 Wz20(2568%00 k A @B
2013 2012
(unaudited) (unaudited)
(REER) (REEEZ)
Notes HK$’000 HK$’ 000
B 7 FERT FAT
Turnover &R 5 11,504 15,226
Direct costs RPN (10,834) (19,215)
Gross profit/(loss) EFN,(8) 670 (3,989)
Other revenue N 6 18,991 3,085
Other losses, net H b E518 % 58 (332) (156)
Administrative expenses T E R (35,603) (32,453)
Loss from operations KEEE (16,274) (33,513)
Finance costs Bl & A AR 7 (7,962) (27)
Share of loss of a jointly controlled entity B —RERIEEEERAREE 15 (9) (1,258)
Share of loss of an associate FEME—REE & AR EE 16 (250) =
Loss before income tax expenses BRATBHR X HAIEE 7 (24,495) (34,798)
Income tax expenses FriS8 &> 8 - =
Loss for the period FHEIR (24,495) (34,798)
Other comprehensive income, after tax Httzmhas o BRFE
Item that may be subsequently HEWEH P EEEZMNER
reclassified to profit and loss:
Exchange difference on translating foreign MEGINEFE 2 ELEZR
operation 11,804 (4,101)
Total comprehensive income for the period AEZHEK LT (12,691) (38,899)
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Condensed Consolidated Statement of gL £ v s % (81)
Com]oreﬁensive Tncome (Continued)

For the six months ended 30 June 2013 Az2002568%08 £ A8
2013 2012
(unaudited) (unaudited)
(REER) (REEEZ)
Notes HK$’000 HK$’ 000
B 7 FERT T T
Loss attributable to: DTALTEGERE:
— Owners of the Company —ARRABEE A (24,495) (34,798)
- Non-controlling interests — IR ES - -
(24,495) (34,798)
Total comprehensive income attributable to: DT ATEGRBEZEKE :
— Owners of the Company B VNEIEZ=N (12,691) (38,899)
- Non-controlling interests — IR ES - -
(12,691) (38,899)
HK$(cents) HK$(cents)
& T () 77T (1)
Loss per share BREE

- Basic and diluted —ERXKRE#E 10 (0.197) (0.288)




Condensed Consolidated Statement of B L AT IR I &

Financial Position

At 30 June 2013 #20(>5682%08

30.6.2013 31.12.2012
(Unaudited) (audited)
(REER) (' Z)
Notes HKS$’ 000 HK$’ 000
B 7 FERT FAT
ASSETS AND LIABILITIES EERAEE
Non-current assets ERBEE
Property, plant and equipment M HWE k& 11 235,195 229,847
Gas exploration and evaluation assets AARBDIEEFEEE 12 3,342,305 3,272,934
Intangible assets EmEE 13 230,008 227,088
Goodwill GEES 14 - =
Interest in a jointly controlled entity R—RERZEEEGE QR Z = 15 4,938 4,947
Interest in an associate R—KEE QR 2w 16 63,104 63,354
Deposits and prepayments & RIENRIE 17 35,518 12,423
3,911,068 3,810,593
Current assets RBEE
Inventories FE 4,227 3,924
Trade, note and other receivables, JEURRZR « FEUR =4 « E b
deposits and prepayments EUER X « & R TEfT A 17 52,974 42,388
Pledged bank deposits BEEBIRITER 7,955 7,954
Cash and cash equivalents RekReEEY 275,417 71,114
340,573 125,380
Total assets HWEE 4,251,641 3,935,973
Current liabilities REBEE
Other payables and accruals HE N RIBRIBRER 18 (300,463) (442,561)
Borrowings — secured B8 —HEM 19 (127,616) (92,834)
Taxation B8 (2,382) (2,345)
(430,461) (537,740)
Net current liabilities REBEEFESR (89,888) (412,360)
Total assets less current liabilities BMEERRBER 3,821,180 3,398,233
Non-current liabilities ERBERE
Provision 1 23 (987) (971)
Borrowings — secured BE-FEMF 19 (395,039) (368,739)
Convertible notes Gl 20 (163,779) =
Deferred tax liabilities BEERIEE & (5,349) (5,349)
(565,154) (375,059)
NET ASSETS EEFE 3,256,026 3,023,174
Capital and reserves attributable RABHEBEAEMRER
to owners of the Company & @B
Share capital A& A 21 137,331 123,560
Reserves ] 3,118,695 2,899,614
TOTAL EQUITY. MR 3,256,026 3,023,174

_—
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Condensed Consolidated Statement (f
Cﬁanges n Equit

For the six months ended 30 June 2013 - unaudited

i) w8 &5

el EFEY R

220(2568%08 L A B — 4 &F MK

Attributable to owners of the Company

AARRENEE
Share Convertible Non-
Share Share  Contributed option ~ Warrant note equity  Exchange Accumulated controlling Total
capital  premium surplus reserve reserve reserve reserve losses Total interests equity
VN
ARE TRREE BEA  FER
BA  ROHEE HHER BRERE  BRE EERE ENEE  RHER  BARER Bs: 48R
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tér Tz TExr TEr  THr  TAr  TEr  TEr  TExr  TEn  TER
At 1 January 2013 #2013%1A1A 123560 3,318,649 81,043 48,020 1,250 - 38,495  (587,843) 3,023,174 - 3023174
Loss for the period rHEE - - - - - - - (24495)  (24,495) - (24,495)
Other comprehensive income ~ Ef8 2 A - - - - - - 11,804 - 11804 - 11,804
Total comprehensive income ~ AH2 M EEE
for the period - - - - - - 11,804 (24,495 (12,691) - (12,691)
Shares issued on placing RRERTRA
- note 24 (ii) AT 9,280 139,19 - - - - - - 148476 - 148476
Issue of convertible notes EMAREE
- note 20 M0 - - - - - 31097 - - 31,07 - 3107
Conversion of convertible notes  EA AT ARZE%1
- note 24 (iii) IR 17—k 24ii) 4,491 70,509 - - - (9,230) - - 65,770 - 65,770
At 30 June 2013 R201356 530 137,331 3,528,354 81,043 48,020 1,250 22,067 50,299  (612,338) 3,256,026 - 3,256,026




Condensed Consolidated Statement of

Cﬁanges in Equity (Continued)

For the six months ended 30 June 2013 - unaudited

52 7% &

%% % ($1)

BzX0(2568%08 £ A1 B — % & F

Attributable to owners of the Company

AARRENEE
Share Convertible Non-
Share Share Contributed option Warrant note equity  Exchange Accumulated controlling Total
capital  premium surplus reserve reserve reserve reserve losses Total interests equity
YN
ARE TEREE BEA  FER
BA  ROHEE HHER BRERE  BRE EERE ENEE  RHER  BARER B HER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000
T T T TiEm T THL T T T THIL T
At 1 January 2012 #2012%1A1A 120,190 3,243,866 81,043 91,069 4,890 - 29,820 (509,922) 3,060,956 - 3,060,956
Loss for the period rHEE - - - - - - - (34798 (34798) - (34799)
Other comprehensive income ~ Ef2E M & - - - - - - (4,101) - (4,101) = (4,101)
Total comprehensive income ~ AZ2ANZAE
for the period - - - - - - (4,201)  (34,798)  (38,899) - (383899)
Shares issued under share RERETEET RN
option scheme - note 24 (i) RN (] 1,370 46,783 - (11,205) - - - - 36,948 - 36,948
Release upon lapse of RERBERE
vested share options KRR - - - (30,778) - - - 30,778 = = =
Release upon lapse REFERRER
of vested warrants KHEEE - - - - (3640) - = 3,640 - = -
At 30 June 2012 R201256 430 121,560 3,290,649 81,043 49,086 1,250 - 25,719  (510,302) 3,059,005 - 3,059,005
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Condensed Consolidated Statement cf BBER L AL NE &

Cash Flows

For the six months ended 30 June 2013

Rz20(2568%08 L 21 B

2013 2012
(Unaudited) (Unaudited)
(REEZR) (REEZ)
HK$’ 000 HK$’ 000
FER FAT
Net cash used in operating activities REERFFACESFE (43,143) (19,102)
Net cash used in investing activities REFTEFTAZRESFE (204,416) (339,599)
Net cash used before financing activities MEEHATAZIRS F5 (247,559) (358,701)
Net cash generated from financing activities METHEEZRSFH 457,429 36,948
Net increase/(decrease) in cash and cash e RIREEEWILM, CRd) B8
equivalents 209,870 (321,753)
Effect of foreign exchange rate changes ReERBFEBEYMERSH  FE
on cash and cash equivalents (5,567) 2,442
Cash and cash equivalents at 1 January RIA1BZRE RREEEY 71,114 344,451
Cash and cash equivalents at 30 June MRE6A30R RS RREEFEY 275,417 25,140
Analysis of the balances of cash and REeRBEEEBYZI M
cash equivalents
Cash and bank balances 25,140

& RIRTTHEH 275,417



Notes to the Financial Statements

GENERAL

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

BASIS OF PREPARATION

The interim financial report of the Group has been prepared
in accordance with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
the Hong Kong Accounting Standard (“HKAS”) 34, “Interim
Financial Reporting”, issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”). The preparation
of an interim report in conformity with HKAS 34 requires
management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.
This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2012 annual
financial statements. The interim financial statements and
notes thereon do not include all of the information required for
a full set of financial statements prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”).

This interim financial report is unaudited, but has been
reviewed by the Company’s Audit Committee.

The financial information relating to the financial year
ended 31 December 2012 that is included in this interim
financial report as being previously reported information does
not constitute the Group’s statutory financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the year ended
31 December 2012 are available from the Company’s head
office or at the Company’s website (www.sino-oilgas.hk). The
auditor have expressed a modified opinion on those financial
statements in their report dated 27 March 2013.

_—

2305% % % 9B

—REHR
ARARBEBERE — N\ —FRQRFEN1999F
MAHEEBREZEFMA L AXHREERAR]
H R 7 M2000F2A0R R A BB ER I A
RABIERLEM - ARRZEMBPEEREE
&2 25 B iz iAClarendon House, 2 Church
Street, Hamilton HM11, Bermuda®X &8 T3 &
H168-2005% 1= 8 {0, F BE3707-3708% °
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e AMEI B HREREMRES B RR LI
DHEE o MR T 520126 FE M R T
AR EEEAREZMBERARESHRRAT @
HMEEE2EMHRXS - PP BEHRER LM
REBRRB(ERMBREENDRERE TE
MBRERAF 2 2EHER -

AR BEREREREESZ  EEHARREZ

AR HR BT TS RS AT S AL £2012F 12 A31 H IEAT
FEZVBERBREERZER  WTEKASE
EZVBERE 2 AENBRE  EEHEARER
IS HREK - BE2012F 12831 IEFE ZATE
IS RR AR AR B 2 BB R - 5B E
A a) A4k (www.sino-oilgas.hk) © "2 Al {Z E AT E
fE2013F3A27TA 2 R BAM M E EF HZEM
MRREBITER -

Interim Report 2013
B R

9



Notes to the Financial Statements

10 Sino

EHRERE

BASIS OF PREPARATION (Continued)

The Group incurred a loss of HK$24,495,000 for the six
months ended 30 June 2013 and its current liabilities
exceeded current assets by HK$89,888,000 as at that date.
The Group’s ability to continue as a going concern will depend
on it being able to utilise the remaining loan facility and
the continuing efforts management of the Group to improve
profitability and operational cash flows.

In year 2011, Orion Energy International Inc. (“Orion”), a
wholly-owned subsidiary of the Company obtained a loan
facility of RMB21 billion repayable by instalment over five years
from a financial institution in the PRC. As at 30 June 2013,
the Group had only utilised RMB400 million of this facility.
The remaining facility of RMB600 million can only be drawn
after the Group has submitted a plan for the development of
the coalbed methane field or part of the coalbed methane
field (the “ODP”) of the production sharing contract (the
“Sanjiao PSC”) and obtained the final approval from the
National Development and Reform Commission — National
Energy Administration (“NEA”). Through the PRC partner of the
project, China National Petroleum Corporation (“PetroChina”),
the Group submitted the ODP to NEA in May 2012. The Group
received a reply from NEA in August 2012 which gave consent
on the preliminary work on the development of the Sanjiao
PSC.

Besides the above loan facility and the banking facilities
granted by other financial institution, the Group has
successfully issued convertible notes in April 2013 and
issued shares on placing in June 2013. The funds raised
are approximately HK$264 million and HK$155 million
respectively. The Group’s overall financial position is sound
and stable and enabling it to provide sufficient funds for the
development of its oil and gas projects including the Sanjiao
CBM Block Project.

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

months from the end of the reporting period.

il and Gas

2305% % % 9B

mMREE(Z)

AEENE £2013F6 308 1E /N8 A G EE
24,495,000/ 7T - EEREAznBAEBLE
TR E) & FE89,888,0008 T © ALK 2 iF BT 8
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BENAERINRARCER e RESERMT
2 .
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ARERREARRR T —EA DN HAE-



SIGNIFICANT ACCOUNTING POLICIES

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2012 annual
financial statements, which have been prepared in accordance
with all applicable HKFRSs, except for the new standards,
amendments and interpretations of HKFRSs issued by HKICPA
which have become effective in this period.

ADOPTION OF NEW AND REVISED HKFRSs

In the reporting period, the Group has adopted a number
of new and revised HKFRSs, issued by the HKICPA that are
effective for the accounting period beginning on 1 January
2013. The adoption of these new and revised HKFRSs has no

material impact on the Group’s financial statements.

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

statements.

TURNOVER AND SEGMENT REPORTING

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

The Group has two (2012: two) reportable segments. The
segments are managed separately as each business offers
different products and services and requires different
business strategies. The following summary describes the
operations in each of the Group’s reportable segments:

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

ii) Coalbed methane: Exploration, development and

production of coalbed methane.

There are no sales or trading transactions between the
business segments. Corporate revenue and expenses are not
allocated to the operating segments as they are not included
in the measurement of the segments’ results used by the
chief operating decision-maker in the assessment of segment

/erformance.

FESFHEE

7N HR BB 7S R 1R AR 201 2 6F 4F [Z B 75 R 3K T ER B
ZEBEBERRIABR . BEBMBEREERRR
BREESSHMASRM 2B ERZERNES
MgmEEA - REB G QG B MR ANEMHE
ERMZ I RENEFT 2 BB 5 ER R AT

BRAFHTT R REITEBUEHREER
RAREHR - REBEHKMNZIEHEE LA
ANEBEM - WR2013F1 A 1B MBS M A
MEVETE] RS IERT BBV B ME LR - T E L
FE] R ARAE 5] B 7 B 7 i 5 4 R ¥ AN £ [ A B 7
WMERBBEANTE -

ANEE I IR PR E RN B M R AR T AT K2
RETBEYBRSEN - NEBREFEZSF
Al IRER BB BRELNZEEYE M
BELSREB RMZEHMT/RETEENK
BERNTEHARE LW BERRIBREATE -

EXERDBPRE
AEER T BELRKEFH LA AEH KA
RRZBEBEERLEDE °

AEB A ME (20124 : ME) ATERE 530 © B
REBEBRERBTIEAERRRBLTE S TEER
REE OB EBIYLERE - U NAEANEE S AR
ENMLEBEZHRE -

) ABRRXARFAIRK: PR & 8H & R &
i) BMES : B - A REE

¥ AL BELENBEERS - RERA KR
XA EFKEDE FIEEAIE,@%%%
ETEDBRAZ D BDEBNEWEBITER BN
R FAXIERA o

Interim Report 2013
B R

11



Notes to the Financial Statements 89 3% % % Y93

5. TURNOVER AND SEGMENT REPORTING (Continued) 5. E¥BERIBHE ()
BRAZEXHZOHERFIIMT

Segment information about these businesses is set out as
follows:

For the six months ended 30 June 2013 (unaudited) HZ2013F6 308 L AEA (REER)

Oil and gas Coalbed Unallocated
exploitation methane - note (i) Total
AHmk KA HE
RARRBEEK HER — Bt (i) et
HK$’ 000 HK$’ 000 HK$’ 000 HK’ 000
FET FET FET FHET
Results B
Revenue from external customers K ENINARZE Z WA 11,504 - - 11,504
Segments results — note (ii) 7 80 2 4E — T EE() (4,284) 6,678 (18,668) (16,274)
Finance costs R A kAN (60) (10) (7,892) (7,962)
Share of loss of a jointly controlled JfE{5 £ EZE#EE &
entity NR)EE (9) - - (9)
Share of loss of an associate FEAE B & N R E1E - (250) - (250)
(Loss)/profit before income tax B BT1S B X Al
expenses (E#8/) &BF (4,353) 6,418 (26,560) (24,495)
Income tax expenses Fri8 &> i - - - -
(Loss)/profit for the period A (ER) BT (4,353) 6,418 (26,560) (24,495)
Assets and liabilities EERAE
— at 30 June 2013 —R2013%6H30H
Reportable segment assets AR EDBEE
- note (iii) — B 5 (i) 478,989 3,590,197 182,455 4,251,641
Reportable segment liabilities AIRE DR A E 28,586 799,154 167,875 995,615




5. TURNOVER AND SEGMENT REPORTING (Continued)

For the six months ended 30 June 2012 (unaudited)

5. EEBERDBHRE (&)
HZE201266 A308 1L/~ A A (RE&EEX)

Qil and gas Coalbed Unallocated
exploitation methane — note (i) Total
Al & RO
AR RER — B (i) #Et
HK$’ 000 HK$’ 000 HK$’ 000 HK’ 000
FAETT FHETT FAT FAT
Results E
Revenue from external customers  KBINREE Z U A 15,226 = = 15,226
Segments results — note (ii) 7 BB FE AR — BT 5 (i) (9,930) (5,726) (17,857) (33,513)
Finance costs & pK A (6) (7) (14) (27)
Share of loss of a jointly controlled FE(EHFEEEESE
entity NaElEE (1,258) = — (1,258)
Loss before income tax B ET1S R 2 H A& 18
expenses (11,194) (5,733) (17,871) (34,798)
Income tax expenses FriS i S - = = =
Loss for the period NEAE A (11,194) (5,733) (17,871) (34,798)
Assets and liabilities BEENAE
— at 31 December 2012 —12012%12 A31H
Reportable segment assets AIREDEEE
— note (iii) — B & (i) 469,933 3,460,214 5,826 3,935,973
Reportable segment liabilities ARESHERE 34,191 827,043 51,565 912,799
Notes: T -
(i) Unallocated results before finance costs mainly include salaries, (i) RAOME D EELE

rental expense and professional fees for Hong Kong head office.
(ii)  Included in the segment result of coalbed methane segment
is other revenue of HK$18,280,000 (six months ended 30
June 2012: HK$2,864,000) from trial sale of coalbed methane
generated from the Sanjiao PSC for the six months ended 30
June 2013 (note 6).
(iii)  Unallocated segment assets mainly include cash and cash

equivalent for Hong Kong head office.

(if)

(iii)

FREKAIN ERZEETE

(
HEREXBERETEANER A

HZ=2013F6 A30HENAR - KER D EBHELE
£#518,280,000/% 7T (201246 A30H /XA A :

2,864,000/ 7)) 2R B = R E
RAHEEZ WA (FfsE6) °

m o B A R IR E

ANENHBEETRRERERAEEEY -
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Notes to the Financial Statements 89 3% % % Y93

6. OTHER REVENUE 6. HKA
Six months ended 30 June
B Z6H30HLLAEA
2013 2012
(unaudited) (unaudited)
(REEZR) (REEEZ)
HK$’ 000 HK$'\OOO
FHERT FHET
Interest income A B YA 192 161
Income from sale of coalbed HIE R E WA — &
methane — note 18,280 2,864
Others EAh 519 60
18,991 3,085
Note: It represents trial sale of coalbed methane generated from Miazr : IR =RERIKERASEERELZEE
the Sanjiao PSC. RAHEWA ©
7. LOSS BEFORE INCOME TAX EXPENSES 7. BREE#XZEAIER
Loss before income tax expenses is arrived at after charging: METEHR Y HAlEEE B
Six months ended 30 June
HZ6H30HIL~EA
2013 2012
(unaudited) (unaudited)
(REEZR) (REEEZR)
HK$’ 000 HK$’ \009
FE R FAT
a) Finance costs a) MERK
Interest on borrowings wholly repayable HARAFRNEIERE
within five years -t BN 25,287 16,608
Imputed interest on convertible —Hﬁ"ﬁxﬂ%)%z E 55 A 2
notes — note 20 — M zE20 6,910 =
Amortisation of transaction costs BITAMREBRRZE
on issue of convertible notes — note 20 2 5H — M 5E20 468 =
Interest on amounts due to & £ ISR 2 1 B
shareholders — note 18 (iii) — B 5EA.8(iii) 515 =
Others Hth 69 27
33,249 16,635
Less: interest capitalised on gas B BERNERRRENR K
exploration and evaluation assets RSB E 2 FE
- note 12 —fzEL2 (25,287) (16,608)
—_1962 —_2T
b) Staff costs (including directors’ b) EIRK(BEEEMHS)
remuneration)
Salaries, wages and other benefits %?fé T&EREMEFR 17,328 14,052
Contributions to defined contribution BB SR IRET 8 2 3K
retirement plan 681 288
18,009 14,340
c) Other items c) HER
Depreciation of property, plant and Y% BEREBEITE
equipment 1,813 9,338

Amortisation of |ntan' : ﬂﬁ/ﬁEZ%%



8. INCOME TAX EXPENSES 8. FiBHixH

No provision for Hong Kong profits tax has been made in the #H £2013F6 A30H &2012F6 A308 1/~ &
financial statements as the Group did not derive any income A BRASEHATETRNBEHNDTEFNEH
subject to Hong Kong profits tax for the six months ended 30 ZWA  BUOSEEBEREPEHIER BN B
June 2013 and 2012. Taxes on profits assessable elsewhere o B2 2 FE R B A B I8 Bl 2 4R B8 B (R 2N
have been calculated at the applicable rates of tax prevailing EBREEEREER ZIRITEEZ  ZENER
in the jurisdiction in which the Group operates, based on BEEZEAMESE - 220136 H308 &
existing legislation, interpretations and practices in respect 2012566 A308 1L/~ 18 A - A7 78 B 2 fff )8 A &)
thereof during the period. During the six months ended 30 RA] ARG EEEEE T RERERER 2 ER
June 2013 and 2012, the PRC subsidiaries had no assessable AR o
profit subject to PRC income tax after offsetting with available
tax losses.

9. DIVIDENDS 9. KE
The directors have not declared nor proposed any dividends EEVWES RS EIKE 220136 A308 /5@
in respect of the six months ended 30 June 2013 (six months Az B (HE2012F6 A30H 1L/~ A : &) -

ended 30 June 2012: Nil).

10. LOSS PER SHARE 10. BREE
a) Basic loss per share a) EREXEIE
The calculation of basic loss per share is based on BREAEEEREBEARAEA AELE
the loss attributable to owners of the Company of 624,495,000/ 7T (& £20129F6 A30H
HK$24,495,000 (six months ended 30 June 2012: 1E751E B - 34,798,000/ 7T) * AEREARE
HK$34,798,000) and the weighted average of 17 AR 2 0 F 15 £12,428,691,000
12,428,691,000 ordinary shares (six months ended 30 % (2 £22012F6 A30H It /<@ A :
June 2012: 12,068,017,000 ordinary shares) in issue 12,068,017,000/% ) & i & ©

during the period.

b) Diluted loss per share b) BREEEE
Diluted loss per share for the six months ended 30 June BHRA QAR REZ2013F6 A30H k20124
2013 and 2012 is the same as the basic loss per share 6308 IE/SME A M ARTTEE 2 BEARHE - R
as the Company’s outstanding share options, warrants EFERARREE (ER) S 2R 8’
and convertible notes where applicable, had an anti- EXRERBEXARBELE BZPR2ER
dilutive effect on the basic loss per share in that period. HEEREEAGREKREEER -

11. ACQUISITION OF PROPERTY, PLANT AND 11. BEWX - BERRE

EQUIPMENT

During the six months ended 30 June 2013, the Group #H E2013F6A30R I~ A "EBEARY

incurred capital expenditure on property, plant and equipment ¥ BERERE 2 ERRS KA A3,230,00078 7T

with a cost of HK$3,230,000 (six months ended 30 June (Bl 2201296 A301E7~1E A : 3,096,000/87T) ©

2012: HK$3,096,000).

Interim Report 2013 15
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Notes to the Financial Statements

12.

13.

14.

15.

6 n
FEBARERE

GAS EXPLORATION AND EVALUATION ASSETS

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

During the six months ended 30 June 2013, the Group
incurred capital expenditure of HK$27,453,000 (six months
ended 30 June 2012: HK$61,860,000) and interest
capitalised is HK$25,287,000 (six months ended 30 June
2012: HK$16,608,000). No amortization is provided for during
the period as the project is not yet in its production stage.

At 30 June 2013, certain gas exploration and evaluation
assets with a carrying value of HK$748,200,000 (31
December 2012: HK$656,549,000) are pledged to secure the
Group’s borrowings as set out in note 19.

INTANGIBLE ASSETS

The intangible assets represent rights under three
development contracts which give the Group the right to
participate in the production of crude oil in the PRC.

2305% % % 9B

12.

13.

RARARBERFEHEE
AARMEEFHEEETZRUNPEREREA
BREREMBRES  ERKARMNBXE -

H E2013F6A30R L~ A HifE - AEEE
427,453,000/ 0 & A X H (B £20129F6 A30
L7518 A : 61,860,000/ 7T) A1 & 2 1t 7 B &
25,287,000/% Jt (£ £2012F6 A301F 7/~ A ¢
16,608,000/7T) © AR ZIE B IAREEERE
E b F W T iR B 5N o

7201346 4301 - B E (& £ £7748,200,000/%5
7t (FA20124%12 A31H : 656,549,000/ JT) Z
ETAARDERTHEECERT  EALEE
BEEEEZEF (HiE19) o

AEE M AEDZHREARANZ R &
AEBARETESHEHEE -

GOODWILL 14. BHE
30.6.2013 31.12.2012
(unaudited) (audited)
(REHFZR) (&%)
HK$’ 000 HK$’ 000
FET FET
As at 1 January R1A1H - 4,230
Impairment loss EEE - (4,230)
INTEREST IN A JOINTLY CONTROLLED ENTITY 15. R—RHAREREELAZER
30.6.2013 31.12.2012
(unaudited) (audited)
(REEXR) (' =Z)
HK$’000 HK$’ 000
FExT FAT
Share of net assets DIEEEFE
As at 1 January R1A41H 4,947 6,452
Share of loss for the period/year NHEARE FEHEEE (9) (1,505)




Particulars of the Group’s associate are as follows:

16. INTEREST IN AN ASSOCIATE 16. R—REE QA Z2 R
30.6.2013 31.12.2012
(unaudited) (audited)
(REER) (' =Z)
HKS$’ 000 HK$’ 000
FET FAET
As at 1 January R1A1H 63,354 63,353
Share of post-acquisition (loss)/profit DRIk EE% (B518) /= (250) 1
63,104 63,354

BRAANKEBRERRZMBEMIIIWT

30.6.2013 31.12.2012
(unaudited) (audited)
(REEZR) (E=Z)
HK$’000 HK$’ 000
FER FH&T
Total assets BB E 88,197 87,079
Total liabilities BeE (325) =
Net assets BEFE 87,872 87,079
Group’s share of net assets AEBDECEEFE 26,361 26,124
Six months ended 30 June
B Z6H30HIE<EA
2013 2012
(unaudited) (audited)
(REHFZX) (BEZ)
HK$’ 000 HK$’ 000
FERT FAT
Loss for the period HifE 2 B8 (831) =
Group’s share of loss for the period HEASBE S HEE (250) =
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17. TRADE, NOTE AND OTHER RECEIVABLES, DEPOSITS 17. BRER - BHWEE  HEEWRER - &

AND PREPAYMENTS EREMNRIE

30.6.2013 31.12.2012
(unaudited) (audited)
(REER) (&)
HK$’ 000 HK$’ 000
FERT FAT
Non-current assets EREEE
Deposits and prepayments & RIEfTRIE
— notes (ii) & (iii) — B =E i) B (i) 35,518 12,423
Current assets MEEE
Trade receivables — note (i) JE WAt BR 3R — BfT 3 (D) 7,906 10,471
Note receivable FE U = 1% - 2,488
Other receivables — note (iv) L UK BR 3 — P R (iv) 40,475 23,469
48,381 36,428
Utility deposits KEZESE 1,419 1,404
Other deposits and prepayments Hinize RFEN KA 3,174 4,556
4,593 5,960
52,974 42,388

Notes: P EE -

(i) Trade receivables are expected to be recovered within one year. (0) TR FEMR SRR T AT I — F K E - REE RS 5
The average credit period granted to customers is 0-30 days FHEEHRFAEALHOEIOR - A EKER
from the invoice date. The trade receivables are not impaired REBRORARBRE—FF ERARIZ
and related to one customer which has good business track FISRACE - ML AAELIRE - BUBRRZ BRI D 4T
records with the Group. Ageing analysis of trade receivables is as T
follows:

30.6.2013 31.12.2012

(unaudited) (audited)

(REEXR) (EEZ)

HK$’ 000 HK$’ 000

FET FHET

< 30 days DHRI0K 917 2,484
31 - 60 days 31E60K 2,286 534
4,703 7,453

61 — 90 days

10,471



17. TRADE, NOTE AND OTHER RECEIVABLES, DEPOSITS 17. EWWERR - B RE HBEWERN - &

AND PREPAYMENTS (Continued) ERENREE)
Notes: (Continued) Mzt : (48)
(i) Prepayments include prepaid exploration costs of (i) ENRBEEHAEEXAZBERTHEEZ

HK$25,919,000 (31 December 2012: HK$2,770,000) on gas

evaluation and exploration assets.

(iii) The balance includes a guarantee deposit of HK$9,599,000 (iii)
(31 December 2012: HK$9,653,000) paid to secure one of the

Group’s borrowings as set out in note 19.

(iv) The balance represents mainly the receivables from trial sale of (iv)

coalbed methane generated from the Sanjiao PSC.

FE B R AKX 4825,919,000/% 7T (122012412 A31
H :2,770,000/87T) °

BRAREEHRMF19OARNERAEE —SEEZR
B4 48#59,599,000/ 7T (R20124F12 A31
H : 9,653,000/ T) °

BAEEZRRN=REMOKERAAAEETEE
Z BB RS AR o

18. OTHER PAYABLES AND ACCRUALS 18. HtERRERFERER
30.6.2013 31.12.2012
(unaudited) (audited)
(REBER) (&%)
HKS$’ 000 HK$’ 000
FET T T
Consideration payable — note (i) JE A 1B — BT R() 738 13,402
Other payables and accruals — note (ii) E A AT BR R R TE 2 B B — B (i) 295,934 392,448
Amounts due to shareholders — note (iii) Ji& 15F B% B8 3R T8 — Bt &£ (i) 3,791 36,711
300,463 442 561

Notes: B2

(i) This represents the remaining consideration for the acquisition (i)
of subsidiaries to be settled in cash no later than 30 September
2013.

(ii) Other payables and accruals represent mainly the exploration (ii)
costs payable in respect of gas exploration and evaluation

assets and oil and gas properties.

(iii) The loan is unsecured, bearing interest at 8% per annum and (iii)
repayable in or before October 2013.

I T 4R BB BT B A BN 7 N A 2013F9 A30H LAIR
XN ZREHE -

HiENEARBREAEESHE BBR DR R
T h & 2E DA Bt SR BE 2 R B IR ©

ZERAERT - IRF B8%:T B KAENR2013F10
A ARTERE -
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19. BORROWINGS - SECURED 19. RE-HHER
30.6.2013 31.12.2012
(unaudited) (audited)
(REER) (&)
HK$’ 000 HK$’ 000
FERT FET
Secured interest-bearing borrowings EERWEEE
On demand or within one year BER—FANEER 127,616 92,834
More than one year, but not exceeding BR—F BTBBEME
two years 142,279 132,398
More than two years, but not exceeding HAME - BETEBRAF
five years 252,760 236,341
522,655 461,573
Amount due within one year included in WARBBE-—FAIHZEHE
current liabilities (127,616) (92,834)
Non-current portion FERENFL 395,039 368,739
Notes: Mz :
(i)  The borrowings carry interest at effective floating rates ranging (i) #FE2013%F6H30BILNAR @ EEENEFN S 2
from 8.9% to 11.685% for the six months ended 30 June 2013. BRI KRN FRE.9%E11.685% 7 [ °
(i) The borrowings are secured by certain assets of the Group (i) HEEEZEAREEISENHFI2R17TZAEE
as set out in notes 12 and 17 and by personal guarantee ETEERAARAATIETMUESIRMGE 2@ AL
from two directors of the Company. One of the borrowings is R Hp—TBEEE 2 EBQTERERIETHAEIHE
also secured by all the trade receivable from sales of Orion, ZEWED BHBNEZERAATKRERFEZ A
2,296,000,000 shares of the Company held by certain directors AA]2,296,000,0008% A& 1D B AR A BIEEH B A &)
and shareholders of the Company and a corporate guarantee by IR o

the Company.




20. CONVERTIBLE NOTES 20. TRRREE

The convertible notes recognised in the statement of financial
position are calculated as follows:

RPBIRARERZ AT RREBFENT ¢

Liability Equity

component component

=K BRI

HK$’ 000 HK$’ 000

FHT FHET

At 1 January 2013 K2013F1A1H - -
Consideration of convertible notes M2013F4H26H %172

issued on 26 April 2013 AR EEEE 231,511 32,490
Transaction costs on issue R5EH (8,432) (1,193)
Conversion of convertible notes CIECL &8 vl - 5201 (65,770) (9,230)
Amortisation of transaction costs R KA 2 #H— K sE7(a)

— note 7(a) 468 -
Imputed interest expenses — note 7(a) FEER A B X —KMIsE7(a) 6,910 =
Accrued interest TELRF B (908) =
At 30 June 2013 (unaudited) R2013%F6 A30H (KR&LFZ) 163,779 22,067

The Company issued convertible notes in an aggregate
principal amount of HK$275,000,000 with a 4% discount and
a 2% coupon rate on 26 April 2013. The convertible notes are
denominated in Hong Kong dollars and will mature in three
years from the issue date. The notes can be converted to
ordinary shares of the Company at the holder’s option at the
rate of HK$0.167 per share.

The fair values of the liability component and the equity
conversion component were determined at the date of issue of
the convertible notes. The fair value of the liability component,
included as non-current financial liabilities, was calculated
using the market interest rate for an equivalent non-
convertible note. The residual amount, representing the value
of the equity conversion component, was included in equity,
net of deferred income taxes, where applicable.

Imputed interest expense on the convertible notes was

charged at the rate of 18.67% calculated using the effective
interest method.

AT R2013F4 526 A 4% R EIT AT A
275,000,000 7T H R B X 2% Al R Z 1 -
RREEABTEE BZETEHEF=FR
FE - FBAMKIERA A ZEENEAR0.1678 T
ZEREBARARZ ERRKRE -

BEBSRERERIBS 2 AFEINETEH
BE-a8EHIZA WEVE?%%E;MEBHM&EE
B WERRSE NI BRBREERE 2SN EAE
BRI SRS ZEBE  MRETEMEE (1
HA) B A=A

AR I 2 E R A B S TR ERR 7 218.67%
FRERFEEFE
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2305% % % 9B

Notes:

GEX

21. SHARE CAPITAL 21. A
Number of
shares Amount
R%EE Kok
000 HK$’ 000
T FAT
Issued and fully paid BEITREE
At 1 January 2012 7201291 H1H 12,019,078 120,190
Shares issued under share option 1% BB A i 5T 212 1T AR 1D
scheme — note (i) — BT 3£ (i) 137,000 1,370
Shares issued on placing — note (ii) e & 317 IR 0 — Bt 5 (i) 200,000 2,000
At 31 December 2012 and MR2012F12 A318 &
at 1 January 2013 (audited) 20131818 (KEZ) 12,356,078 123,560
Shares issued on placing — note (ii) e & 317 IR 0 — Bt 5 (i) 928,000 9,280
Shares issued on conversion of BT AR ER B TR D
convertible notes — note (iii) — B 3 (iii) 449,102 4,491
At 30 June 2013 (unaudited) MN2013F6 A30H (RREZ) 13,733,180 137,331

(1)

(if)

(iii)

During the year ended 31 December 2012, 137,000,000 options
were exercised to subscribe for 137,000,000 ordinary shares
in the Company at a consideration of HK$36,948,000 of which
HK$1,370,000 was credited to share capital and the balance
of HK$35,578,000 was credited to the share premium account.
HK$11,205,000 was transferred from the share option reserve
to the share premium account in accordance with the Group’s
accounting policy.

During the six months ended 30 June 2013, 928,000,000
(year ended 31 December 2012: 200,000,000) ordinary shares
were subscribed at HK$0.167 (year ended 31 December 2012:
HK$0.15) per share with proceeds of HK$154,976,000 (year
ended 31 December 2012: HK$30,000,000). Accordingly,
the Company’s issued share capital was increased by
HK$9,280,000 (year ended 31 December 2012: HK$2,000,000)
and the balance of the proceeds (after deducting transaction
cost) of HK$139,196,000 (year ended 31 December 2012:
HK$28,000,000) was credited to the share premium account.

During the six months ended 30 June 2013, certain convertible
notes were converted to sub for 449,101,796 ordinary
shares in the Compan

(if)

(iii)

M2012F 12 A31H I FEHM + 137,000,0001%
FERRIE B BT AR AN A R]137,000,0000% 38
% - X8 536,948,000/ Jt © H H1,370,000/%
Tt AR $735,578,000/8 7T it AR D % (B
IR - MIBEASEE Z 5T BK © 11,205,000 7T E
BREREEGEERERMDEER -

7K2013F6 8308 1E /<@ A 83 + 928,000,000
f% (8 220129128318 |F F Z : 200,000,000
%) & 3@ AR 4% T R%0.16 778 7T (i 22012612 A31
BIEFE 01558 m) ZERERE  FTERE
154,976,000/ 7T (8 £20124F12A31H It F
/£ : 30,000,000/ 7T) ° At - KRB ZBEITR
7K 2 )19,280,0005% 7T (B 2012412 A31H 1
FE 2,000,000/ 7T)  MABHENRI S E
A 1% #2 58139,196,00078 JT (# £20124F12A31
HIEFE : 28,000,000/ 7T) Bt ABRDEEER ©

MW2013F6H30H (L@l A H3fE - & F ] ]2 iR
=R E #E1%8575,000,0008 T2 KEARE
449,101,796 AR R EBAR D - EH4,491,000
BILEEERA - £ 770,509,0005 7T # = %
DR B -



22. COMMITMENTS

a)

b)

Operating lease commitments

At 30 June 2013, the total future minimum lease
payments under non-cancellable operating leases were
payable as follows:

22, &I

a) REHERIE

R2013F6 30 ' A HEEEHE 2 R
BEMZHEBERBLBLT ¢

30.6.2013 31.12.2012

(unaudited) (audited)

(REEX) (&%)

HK$’ 000 HK$’ 000

FExT FA&T

Within 1 year 1F R 2,942 5,731
After 1 year but within 5 years 1F % B5F R 727 1,861
3,669 7,592

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

option. None of the leases includes contingent rentals.

Capital commitments
(i) Authorised but not contracted for

At 30 June 2013 and 31 December 2012, the Group
was committed to develop a total 9 new oil wells
under the development contracts of the Liuluoyu
Oil Field and Yanjiawan Oil Field. The estimated
total capital expenditure for developing these new
oil wells is approximately HK$10.4 million (31
December 2012: HK$10.3 million).

(ii)  Contracted but not provided for

AEESBRBEEHERARZHYEZAHA -
—RME  ZEFEEZNTHEN F1E55 - A
BEEMEEE EHESEEREIERSE -

b) EAREIE
() EREEKRETA

M2013%F 6 A30H &k2012F12 831
A ANEEZAHBRENE WK HB R E
K&\ H S R RS L@ 5 b
FHoBtRAEZENEHF CERTH
#AFE #) /510,400,000 JT (20124 :

10,300,000/& 7T) °

(i) B &TAIME K7 E

30.6.2013 31.12.2012
(unaudited) (audited)
(REER) (EEZ)
HK$’ 000 HK$’ 000
FTER FH&IT
Commitments in respect h=REMDKE R 2 A
of the Sanjiao PSC 181,747 12,224
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23.

24.

n
TEBRRERA

CONTINGENT LIABILITIES

The Group carries out oil exploitation operations in the PRC.
The PRC has adopted environmental laws and regulations
that affect the operations of the oil industry. The outcome
of environmental liabilities under proposed or future
environmental legislation cannot reasonably be estimated
at present, and could be material. Under the existing
legislations, however, management believes that there are no
probable liabilities that will have a material adverse effect on

the financial position of the Group.

The Group also engages in the exploration, development and
production of coalbed methane resources. The consequence
of coalbed mining includes dismantlement and demolition
of infrastructure within the mining sites. The Group may
have obligations to make payments for restoration and
rehabilitation of the land after the sites have been extracted.
At 30 June 2013, a provision of HK$987,000 (31 December
2012: HK$971,000) was made in the condensed consolidated
statement of financial position.

MATERIAL RELATED PARTY TRANSACTIONS
Key management personnel remuneration

Details of remuneration paid to key management personnel
including the directors of the Company are as follows:

2305% % % 9B

23.

24.

XERE

AEERTELLELHARER TBHEEETR
RERIER  REERRERATEINAMIE
ZREE  EBRRAARRZRRILEMSI B ZE
RRZBEBHEZESEWMAR  AERE
KRR RERALE BEEERA AT T

EEAAEHAKREMBRRIELERBATE
ZBfE-
KE@ﬁiggﬁﬁlﬁéﬁﬁﬁZEﬂ% CFREAMAE

ETHERBZARPERERFRES 2E
$ Mo AEE /AR BEEES THRARE X
MER T HERRER ZER - 201366 30
H - ERGE VB RRAED 7987,000% 7T
(720129 12A31H : 971,000 7T) < B -

BEXRAEALIRS
FTEEBEAEMS
ENEZERAE (B
T

BARAER) B

Six months ended 30 June

B Z6H30HLLAEA
2013 2012
(unaudited) (unaudited)
(REER) (R EZ)
HK$’ 000 HK$’ 000
FERT FHET
Salaries and other benefits including the HFehEMERN  SREEBEHKRK
contribution to defined contribution FHElz R
retirement plan 8,612 7,415




Management Discussion and ﬂna[ysis

BUSINESS REVIEW

During the six months ended 30 June 2013, Sino Oil and Gas
Holdings Limited (the “Company”) and its subsidiaries (collectively
the “Group”) reported a turnover of HK$11,504,000 (2012 interim:
HK$15,226,000), while trial sales of coalbed methane (“CBM”)
amounting to HK$18,280,000 (2012 interim: HK$2,864,000)
which was disclosed under other revenue. The turnover only
included the results from oil exploitation operations in the Liuluoyu,
Yanjiawan and Jinzhuang oil fields in Shaanxi Province. The
CBM produced from Sanjiao Block, which is still under trial sale,
achieved significant progress and saw an impressive growth in the
sales of CBM. The Group is much encouraged by the strong sales
performance of CBM for the first half of the year.

During the period, the Company reported an operating loss of
HK$24,495,000 (2012 interim: loss of HK$34,798,000), partly
due to the imputed interest expenses of HK$ 6,910,000 incurred
from the issuance of convertible notes in April 2013, which were
treated as a non-cash item.

Apart from the remaining loan facility of RMB600 million provided
by CDB Leasing Co., Ltd. (“CLC”) and a stand-by facility granted
by other financial institution, the Group raised proceeds of
approximately HK$264 million and HK$155 million respectively
through the issuance of convertible notes to Sunny Merit Holdings
Corp., a wholly-owned subsidiary of China Orient Asset Management
Corporation (“COAMC”) in April 2013 and through the issuance
of new shares in June. The Group’s overall financial position is
sound and stable and enabling it to provide sufficient funds for
the development of its oil and gas projects including Sanjiao CBM
Block Project.

ERRTGR D

XK ERE

HE2013F6 A30H IEAEAR - AEARZERER
AR([RRB]) REMBAR (FEIRNEE]) 8215
% ¥ %11,504,000%8 7T (20124 # Hj : 15,226,000
B) SEEBAHMBAMNEE R HEERE
18,280,000/ 7T (20124 1 B : 2,864,000/ 7T) © &
XBRADERERAANRG BRERESEZAH
FHE MORABEERBEN=_EERE RN
BMEERER AAKERHEESEREN - L¥FHE
EBRIEEXRBESAEE -

HI N 4% & 548 524,495,000/ 7T (2012F R H - &8
34,798,000/ 70) © BIEFAMN2013F 4 AT 2R ER
BimELERHNE X 16,910,000/ 7T © th AR S E
E °

AEERUSHAEReHEESRAT (HES A
EDHNEREESRBARBEET  UREMESRKE
RENBATEI  WH2013F4 A BT BRIBEET
FRERFEEBEEAFAMNEZEAMBARI(IRAEE]
Sunny Merit Holdings Corp. * LA K 7E6 3 10 @@ 2173
B D RIEEBRIBELH2.64EH T K1.55EHETT - A
SERBHMERABRER EAZXKEERFHRR
HENZERREHAWES -
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Management Discussion and ﬂna[ysis

Natural Gas and Oil Exploitation
Coalbed Methane Exploitation—Sanjiao Block in the Erdos Basin

Through its wholly-owned subsidiary Orion Energy International Inc.
(“Orion”), the Group entered into a production sharing contract
(“PSC”) with China National Petroleum Corporation (“PetroChina”),
its partner in the PRC, for exploration, exploitation and production
at a CBM field in the Sanjiao block located in the Erdos Basin in
Shanxi and Shaanxi Provinces. The Group has a 70% interests
in the PSC. In August 2012, the National Energy Administration
(“NEA”) under the National Development and Reform Commission
accepted the application of the overall plan for the development of
Sanjiao CBM Project (the “ODP”). This signifies a milestone in the
project’s commercial production process. Currently, various special
assessment works are proceeding smoothly and it is expected to

obtain approvals from relevant government authorities sequentially.

On 28 June 2013, the National Development and Reform
Commission issued a notice announcing that the natural gas city
gate price for non-residential users would be adjusted effective
from 10 July 2013 and the maximum increase in this price should
be no more than RMBO.4 per cubic meter. In line with the national
natural gas price policy, the Group and PetroChina jointly decided
to adjust the CBM selling price of Sanjiao Project. Currently, both
parties agreed to an increase in the CBM wellhead price for non-
residential users by the range of RMBO.3 to RMBO0.4 per cubic
meter.

With respect to oil and gas technology, Orion has cooperated with
a US professional oil service company since 2012 for providing
new designs of multi-lateral horizontal well drilling based on the
analysis of the existing geological data and well-drilling data of the
Sanjiao Block. New well design not only reduces the costs but also
increases single well production significantly when compared with
the existing horizontal wells in the Sanjiao Block. Orion is currently
conducting well drilling works for two pilot experimental wells and
expects that such well drilling will be completed by the end of this

year, when it will start dewatering and extraction of gas.
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Ground facilities have been put in operation gradually. The Group
has completed the construction of approximately 15 kilometers
of high voltage power grid. Currently, it is undergoing replacement
works for power grid for sets of wells. It is expected that the
replacement works will be completed by the end of September this
year, and CBM production costs will be further reduced. Further,
owing to the strained gas supply in the western part of Shanxi
Province and the lack of pipelines and other infrastructure, the
Shanxi provincial government had a plan to set up three designated
CBM pipelines in the Sanjiao Block and its surrounding areas, two
of which have officially commenced operation.

Pipelines are constructed and invested by third parties, including
(1) the CBM pipeline from Sanjiao to Linxian for gas supply for
residential, commercial and industrial use and heating in winter
with an annual design capacity of gas transmission of 350 million
cubic meters, which commenced operation in December 2012;
(2) the designated CBM pipeline of the Sanjiao CBM Block for gas
supply to Senze Coal & Aluminum Group, a local coal and aluminum
manufacturer, with an annual design capacity of gas transmission
of 350 million cubic meters, which commenced operation in
January 2013; (3) the CBM pipeline from Sanjiao to Lishi for gas
supply for residential, commercial and industrial use in Luliang. The
construction works have commenced and the pipeline is expected
to be completed by the end of the year.

In addition, the Group acquired a 30% equity interest in a Sino-
foreign joint venture in December 2012. The Sino-foreign joint
venture plans to set up a liquefied natural gas (“LNG”) station with
daily processing capacity of 1.2 million cubic meters in Sanjiao
area, Shanxi, in order to broaden sales channels. The first phase of
the LNG plant station with daily capacity of 300,000 cubic meters
is expected to be completed by the end of 2014.

For the first half of the year, the sales volume of natural gas in
the Sanjiao Block amounted to 12.48 million cubic meters (2012
interim: 1.92 million cubic meters), of which piped gas sales were
approximately 11.24 million cubic meters (2012 interim: nil), and
the trial sales of natural gas in the form of compressed natural gas
were approximately 1.24 million cubic meters (2012 interim: 1.92

million cubic meters).
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Commencement of piped sales of CBM since December 2012, the half yearly performance is
encouraging

H2012F12 AR EERERHEE  L¥FRASAHE
Sanjiao Linxian pipeline
| =xmma 10.4%

CNG Station
B4 RARFIE 9.9% |

Piped gas already accounted for over 90% of gas
sales in 1H2013

TH 2013 20134 L FE B E BB 290%

CBM Sales Mix

2013F E¥F

REREERK

Sanjiao Senze pipeline
ERREEET9.7%

Gas production reached 20.24 million cubic meter (mcm) and sales volume at 12.48 mcm for the first
half of 2013
2013F L ¥ FRFEREE2,024BL S K CHEEEL248B L 5K

mcm @ —Sales H=E
MK I — Production E &
25,000,000

Gas sales for the period is 6-fold of 1H2012

20,000,000
AHFERARHEE R EFR A6

15,000,000

Average gas utilization rate at 61.7% for 1H2013

10,000,000 2013 E ¥ FFHEHKEFGL.7%

5,000,000

1H2012 2H2012 1H2013
12FLEE  2012ETHE 2013FLEE
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Oilfields located in Shaanxi Province - Liuluoyu, Yanjiawan and
Jinzhuang

The Group’s two oil fields in Liuluoyu and Yanjiawan in the Erdos
Basin, Shaanxi Province, are both productive oil fields. During the
period under review, the two fields had an aggregate crude oil
production of approximately 1,900 tonnes (2012 interim: 2,500
tonnes). On the other hand, Jinzhuang is a productive oil field
located on the Erdos Basin plateau in Shaanxi Province, with an
area of 62 square kilometers. The Group acquired a company which
holds the rights of exploitation and operation of Jinzhuang oil field.
The Group is considering devising an overall development plan for
the various blocks in the oil field with a view to further expanding
its production. During the period under review, crude oil output
amounted to approximately 1,400 tonnes (2012 interim: 2,000
tonnes).

Liquidity, Financial Resources and Capital Structure

As at 30 June 2013, the net assets of the Group were
HK$3,256,000,000 (31 December 2012: HK$3,023,000,000)
while its total assets were HK$4,252,000,000 (31 December
2012: HK$3,936,000,000). As at 30 June 2013, the Group had
external borrowings of HK$686,434,000 (31 December 2012:
HK$461,573,000) and the gearing ratio based on total assets was
16.1% (31 December 2012: 11.73%). Details of the Group’s pledge
of assets are shown in notes 12 and 17 to the financial statements
and the maturity profile of the Group’s borrowings is shown in note
19 to the financial statements. As at 30 June 2013, the current
ratio was 0.79 (31 December 2012: 0.23) and the cash flow
position of the Group has been significantly improved.

In April 2013, COAMC and the Company entered into a
subscription agreement in respect of the issue of convertible
notes in an aggregate principal amount of HK$275,000,000
due 2016. Proceeds from the issue of convertible notes after
discount amounted to approximately HK$264,000,000. Also in
June 2013, the Company allotted 928,000,000 new shares at a
price of HK$0.167 per share, raising proceeds of approximately
HK$155,000,000. The above proceeds are being used for
operating the Group’s existing oil and gas projects and for general
working capital purposes.

Apart from the above financing sources, Orion may utilize the
remaining loan facility provided by CLC upon the approval of ODP.
Leveraging on its sound and stable financial position, as well as
satisfactory operation of the Sanjiao CBM Project, the Group is
able to meet the funding needs for developing various oil and gas
projects.
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Foreign Exchange Fluctuations

The Group is exposed to currency risk primarily through sales
and purchase transactions and recognized liabilities of assets
that are denominated in a currency other than the functional
currency of the operations to which they relate. At 30 June 2013,
no related hedges were made by the Group. In respect of trade
and other receivables and payables held in currencies other than
the functional currency of the operations to which they relate,
the Group ensures that its net exposure is kept to an acceptable
level by buying or selling foreign currencies at spot rates where

necessary to address short-term imbalances.

PROSPECTS

The Group focuses on the development of natural gas and
oil exploration businesses, particularly in the Erdos Basin in
Shaanxi Province which has been listed as one of the bases for
CBM industrialization by NEA. We will continue to expand the
development and production of Sanjiao CBM Project. The inclusion
of the Sanjiao Block as a core project under the “12th Five-Year
Plan” will gain policy support for it, facilitating future land use

applications, government approvals and funding support.

In this year, the Group will continue to actively develop the ground
facilities in the areas. We will also further expand and improve
the ground pipeline network to ensure that the CBM produced is
fully utilized. Moreover, it is planned to expand the capacity of
CBM pressurized dewatering plant to a daily processing capacity of
500,000 cubic meters.

With gradual improvement in the development of auxiliary facilities,
Sanjiao Project reported a big jump in its sales in the first half
of the year. In addition, the National Development and Reform
Commission decided that the natural gas city gate price for non-
residential users would be adjusted effective from 10 July 2013.
The Group and PetroChina have jointly determined the new gas
selling price for Sanjiao CBM project. The Group believes that the
price adjustment will benefit the revenue of the Sanjiao Project,
and hence immediately bring significant and positive impact on its

contribution to the Group.

In the second half of the year, the Group expects the exploitation
right of Sanjiao block will be granted by Ministry of Land and
Resources by end of the year; and will also focus on undertaking
and speeding up the liaison and approval work in respect of the
ODP application for Sanjiao CBM Project.
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Meanwhile, the Group will introduce foreign advanced drilling
technology to ramp up well drilling and development works within
the proven reserve block in order to maximize the development
of the CBM reserve. The total area of Sanjiao PSC Block is 383
square kilometers, of which 283 square kilometers have been
explored. The potential for exploitation in Sanjiao Block remains
substantial, which is favourable to the prospect for long-term
development.

Sanjiao CBM Project will be a growth driver of the Group and will
bring satisfactory long-term returns for shareholders going forward.
In addition, the Group is drawing up a development plan for certain
oil blocks in Jinzhuang so as to further expand its production and
explore the feasibility of development of natural gas in the block. In
the meantime, the Group will also actively pursue other investment
opportunities in non-conventional natural gas production and

distribution and other mid-stream businesses.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2013, the Group employed approximately 360
employees. The remuneration policy of the Group is based on the
prevailing remuneration level in the market and the performance of
respective companies and individual employees.
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Other f]nformation

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING

SHARES

As at 30 June 2013, the interests and short positions of the

directors (the “Directors”) or chief executive of the Company in

the shares and underlying shares of the Company or any of its

associated corporations (within the meaning of Part XV of the

Securities and Futures Ordinance (the “SFO”)) as recorded in the

register maintained by the Company pursuant to section 352 of

the SFO or as otherwise notified to the Company and The Stock

Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to

the Model Code for Securities Transactions by Directors of Listed

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

% e E

EERBROREBERG PEDR

M2013F6HA30H  RARAFBEF([EF]) A mmiTH
ABRARRSEMAEEE (BB EHKAEED
(TBH KSR ) EXVEBAE T2 BE) 2175 %18
BARR (0 R A S AN A A BRI B 5 I BA R DI 85 3521%

MIRETR(MRETA MANEGARARELHA
RHMARNR (R 2 ERmMXBRIMT

Number of shares/

Long/short Interests in shares/ underlying shares of
Name of Director position underlying shares Nature of interest the Company held
iy FEEAQTRS,
EEnE BR/KR HERGPER g HERGEHE
Dai Xiaobing Long position shares Beneficial owner 963,390,000
"= o) & 5 BRERA
Short position shares Beneficial owner 708,000,000
KA 8 ERfEA
Long position share options Beneficial owner 36,000,000
e i i BERER A
King Hap Lee Long position shares Interest of controlled 300,000,000
SBH Sy f& 15 corporation (Note 2)
REHIL AR RS (M FE2)
Short position shares Interest of controlled 200,000,000
KE & 17 corporation (Note 2)
RN A R R (T EE2)
Long position share options Beneficial owner 36,000,000
o) RER BRERA
Wang Ziming Long position shares Beneficial owner 100,000,000
T EH o) 80 ERBEBA
Short position shares Beneficial owner 100,000,000
KB A 19 EmEAA
Long position shares Interest of controlled 5,000,000
HeE &5 corporation (Note 3)
RN A R R (M FE3)
Long position share options Beneficial owner 36,000,000

"R
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Number of shares/

Long/short Interests in shares/ underlying shares of
Name of Director position underlying shares Nature of interest the Company held
RRGR FEEAXTRS,
EEnE HRE/wE HERGPERS ERME HERGOEHE
Wan Tze Fan Terence Long position shares Beneficial owner 33,660,000
T E o=} e EnEBA
Long position share options Beneficial owner 36,000,000
e Y ERBERA
Kong Siu Tim Long position shares Beneficial owner 39,000,000
L e P& 17 BEmEAA
Long position share options Beneficial owner 3,000,000
o) RERHE BEmEAA
Wong Kwok Chuen Peter Long position share options Beneficial owner 3,000,000
=E A e g i EmfEB A
Wong Lung Tak Patrick Long position share options Beneficial owner 3,000,000
=R e B R BRERA
Wang Yanbin Long position share options Beneficial owner 3,000,000
FIEE o=} AR EmEBA
Notes: b 55
(1) Particulars of directors’ interests in the share options of the Company (1) BEARQFBAIEOERESEN (BB E ] —6 -
are set out in the section “Share Option Scheme”.
(2) Wai Tech Limited owns 300,000,000 shares and has short position (2) EEBRAQAAEA300,000,0008 % 9 & # %35 &

of 200,000,000 shares of the Company. Wai Tech Limited is wholly

owned by Petromic Corporation which in turn is wholly and beneficially

200,000,000/ I3 894 &, i BGE R R A AR ERHA
BRARES  MEEAHSRMNEE2ERERESR
owned by Mr. King Hap Lee.

(3) 5,000,000 shares of the Company are owned by Harmonie (3) 5,000,000 HHETERLELZENERERAZA A
Developments Limited which is wholly and beneficially owned by Mr. Harmonie Developments Limited# A °

Wang Ziming.
Save as disclosed above, as at 30 June 2013, none of the bk FXFTIREEESN 0 B2013F6 A30H © HIEANFE
ERERITHRAERAAFISHEBE ZE (ABEHF K
HEGROIEXVEAE T 2 RE) 2’k - BERG RE&
FHEAREES LB ENE352(87AH N & M
ZEMERSIRE  IEERBEETARAAEERR
RIRBERRFT 2 E IR SOK A o

Directors and chief executive of the Company had any interests or
short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required
to be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.
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SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
by the shareholders of the Company at the Annual General Meeting
held in 2010. The Scheme is in full compliance with the relevant
requirements of Chapter 17 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

As at 30 June 2013, the Directors and employees of the Group
had the following personal interests in options to subscribe for
shares of the Company granted at nominal consideration under
the Scheme. Each option gives the holder the right to subscribe
for one share. No option was granted during the period. Details of
share options held by the Directors and employees of the Group
and movements (if any) in such holdings during the period are as

% e E

B R RSt &

AR R KRR B ([5H81)) TR 20106 BATMBRR
BFEAE LERFRM - FHEE2HABRIAMES L
TRUTEDRAUD E+HLEZHBAT -

M2013F6A30H  EENAEEEENIRIEF S
LZERERETRERRG KRG 2BRIEFEFUT
ZEAEZ SHBRERTEHEEARE - BRBRHZ

REAMFEREREEY (WH)FBHENTE

follows:
Number of options
BREHEA
Outstanding Exercised Outstanding Exercise price
at 1 January during the at 30 June Date of grant  Exercise period per share
2013 period 2013 (D.M.Y) (D.M.Y) HK$
R2013F R2013F SRR 5
1A1H 64300 R A THREER ZITEE
i ARTRE RERTHE i RAT (B.A.%) (A.B.5F) BT
Directors:
Ex:
Dai Xiaobing 36,000,000 - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
R
King Hap Lee 36,000,000 - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
RIBH
Wang Ziming 36,000,000 - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
TEH
Wan Tze Fan Terence 36,000,000 - 36,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
BT
Kong Siu Tim 3,000,000 - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
THH
Wong Kwok Chuen Peter 3,000,000 - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
"HED
Wong Lung Tak Patrick 3,000,000 - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
HEE
Wang Yanbin 3,000,000 - 3,000,000 06.12.2011 06.12.2011-05.12.2021 0.276
FE
Employees 407,200,000 - 407,200,000 06.12.2011 06.12.2011-05.12.2021 0.276
k&
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2013, the following persons, not being a Director
or chief executive of the Company, had an interest in the shares
or underlying shares of the Company as recorded in the register

required to be kept under section 336 of the SFO, the details of

which are set out below:

Long position in the shares and underlying shares of the

FTERRZER
M2013F6 83008 @ REEFHFLKHEKIIE3I36KFE
ZERMATHE  UTAL (WA RRESHESIT
BAB) RARB ZBM RABBBR DR IEE ST

RERAROREBROVEEZHFR

Company
Total
number of
Number of shares and
Number of underlying underlying
Name Nature of interest shares held shares held shares held
s FERGR
=g EEME RO EE RHEE HERGOAH
Sunny Merit Holdings Corp. (Note 1) (Fff5£1) Beneficial owner 449,101,796 1,197,604,790 1,646,706,586

ERER A
CDB Leasing Co., Ltd. (Note 2) Security interest
HiREmMAEBER AR (ME2) R 8 R
Notes :
1. Sunny Merit Holdings Corp. owns 449,101,796 shares of the Company

and convertible notes in the principal amount of HK$200,000,000
due in 2016 with right to convert the convertible notes into shares
of the Company at a conversion price of HK$0.167 per share. Based
on the conversion price of HK$0.167 per share, a maximum of
1,197,604,790 shares may be allotted and issued upon exercise of
the conversion rights attached to the convertible notes in full. The
convertible notes give rise to an interest in 1,197,604,790 underlying
shares of the Company of Sunny Merit Holdings Corp.

Sunny Merit Holdings Corp. is a wholly owned subsidiary of China
Orient Asset Management (International) Holding Limited which in
turn is a wholly owned subsidiary of Dong Yin Development (Holdings)
Limited (“Dong Yin”). Dong Yin is wholly owned by China Orient Asset
Management Corporation which is a wholly state-owned financial
enterprise with independent corporate capacity upon approval of the
State Council and the People’s Bank of China. Pursuant to the SFO,
China Orient Asset Management (International) Holding Limited, Dong
Yin and China Orient Asset Management Corporation are taken to be
interested in the shares and underlying shares of the Company held by
Sunny Merit Holdings Corp.

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

2,296,000,000

s

2,296,000,000

1. Sunny Merit Holdings Corp.# A 7/~ A 7]449,101,796 %

%17 K 7N 4 58200,000,00078 7T A 20169 B HE ~ A K
BRENBBRESRI6TELHEITRBREELBRAEAR
AN 2 AT HRAR R - IRIKIRARE S AR0.167/8 T * RNE
FITEAIRRERM 2 RRERE FRERETES
1,197,604,790/% 19 » Sunny Merit Holdings Corp.1®
BB E IR %A A A F1,197,604,7908% A8 B8 A% 19 4

5o

Sunny Merit Holdings Corp. &/ Bl 15 & EE E (FEK)
ERERAFTNEZEMBLART - Med XN ARRER (37
BOERAFR ([REFRDHNEENBRAR - RBER
HAERFEEERATEERE  BERERBHR R
FREARBRITHAERY AEBLEAAERNEEEE
TR E - REBESFIBER  PRERFEEEE (H
BOERERAR - RIREE - RPBERFEEEREQA
B8 ABFASunny Merit Holdings Corp.FTis A B4 2 &)
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Other f]nformation

Saved as disclosed above in this section, as at 30 June 2013, the
Company has not been notified of any other persons (other than the
Directors or chief executive of the Company) who had any interest
or short position in the shares or underlying shares of the Company
as recorded in the register required to be kept under Section 336
of the SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the six months ended 30 June 2013, neither the Company
nor any of its subsidiaries had purchased, redeemed or sold any of

the Company’s listed securities.

AUDIT COMMITTEE

The Audit Committee, which comprises Mr. Wong Kwok Chuen
Peter, Professor Wong Lung Tak Patrick and Dr. Wang Yanbin,
has reviewed with the management the accounting principles and
practices adopted by the Group and discussed auditing, internal
controls and financial reporting matters including the review of the
unaudited interim report of the Company for the six months ended

30 June 2013.

CORPORATE GOVERNANCE

The Company has complied with all the code provisions set out in
the Corporate Governance Code contained in Appendix 14 to the
Listing Rules throughout the six months ended 30 June 2013.

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

Company.

All directors have complied with the required standard regarding
directors’ securities dealings set out in the Model Code during the
six months ended 30 June 2013.

By Order of the Board
Dai Xiaobing

Chairman

Hong Kong, 16 August 2013
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