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Financial Summary
MBRE

Six months ended June 30,
BZEXA=1tHLLAEA
2019 2018
—Z-hF
RMB'000 RMB'000

ARETR ARBFTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Re-presented

ESEL]]

Revenue Pl g 358,431 333,273
EBITDA from continuing operations B IS EBITDA 117,055 197,271
Adjusted EBITDA from continuing FERELSS EBITDA
operations 195,188 197,124
Loss for the period KEE (597,224) (521,253)
- Continuing operations (363,532) (196,283)
- Discontinued operations g (233,692) (324,970)
)

)

Basic loss per share (RMB per share)  EAFZEIE (BFRARE) (0.197) (0.180
Diluted loss per share (RMB per share) Hi2ERREE (R ARE) (0.197) (0.180

As at
i
June 30, December 31,

RMB'000 RMB’000
ARET R ARETT
(Unaudited) (Audited)
(REER) (&%)

Property, plant and equipment & 1,678,070 1,798,839
Cash and cash equivalents : &5 10,349 28,115
Total assets B 7,996,674 8,244,899
Total equity E2S (2,224,054) (1,692,017)
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Operating Summary
CERE

Six months ended June 30,
BEANB=THLAEA

2019
—E-nE

Properties Held by Subsidiaries g2 T fris&E

Sales volume HE
Crude oil (barrels) Fod (48) 1,464,420
China oilfields b B 909,323
USA (Condor) 23 (Condor) -
Canada (Canlin) hnE X (Canlin) 555,097
NGL (barrels) (Note 1) RAKENR (F8) (HzE1) 188,487
Canada (Canlin) 11Z K (Canlin) 188,487
Gas (Mscf) AAR(TEEIFKER) 41,008,126
China oilfields Fh B e 678
USA (Condor) (Condor) -
Canada (Canlin) A (Canlin) 41,007,448
Total (BOE) (Note 2) Hit(REE)(MEE2) 8,487,595
Net production volume FEE
Crude oil (barrels) B (48) 1,468,901
China oilfields R B F 913,804
USA (Condor) 25 (Condor) -
Canada (Canlin) JnE X (Canlin) 555,097
NGL (barrels) RARBRNR (F8) 188,487
Canada (Canlin) JnE X (Canlin) 188,487
Gas (Mscf) RAR(TEEILFHER) 41,008,126
China oilfields A 678
USA (Condor) =& (Condor) -
Canada (Canlin) £ K (Canlin) 41,007,448
Total (BOE) AEt(REE) 8,492,076
Average daily net production B EEE
volume
Crude oil (barrels) R (@) 8,116
China oilfields AR B35k A 5,049
USA (Condor) & (Condor) B
Canada (Canlin) JiE K (Canlin) 3,067
NGL (barrels) RATEN R () 1,041
Canada (Canlin) Jng K (Canlin) 1,041
Gas (Mscf) AAR(FTEELFHER) 226,567
China oilfields R B3k [ 7
USA (Condor) 23 (Condor) -
Canada (Canlin) JnE X (Canlin) 226,560
Total (BOE) ait(Rg=) 46,918
Note (1): Natural Gas Liquid FRE() : RARBNE
Note (2): Based on the conversion ratio of 1 barrel of oil to 6 Mscf M3 @) -

BEL P E
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2018
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1,516,672
837,643
4,036
674,993
279,851
279,851
44,872,989
519

44,872,470
9,275,355

1,538,686
859,576
4,117
674,993
279,851

279,851
44,875,045
519

2,056
44,872,470
9,297,711

8,804
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Operating Summary
LERE

Six months ended June 30,
BEANB=THLAEA
2019 2018
—E-AF ZZ-N\F

Properties Held by Subsidiaries &2 S fris&E

Average realized price FHEBRERK
Crude oil (US$ per barrel of Bl (X, BRER)
crude oil)
China oilfields B H
USA (Condor) 23 (Condor)
Canada (Canlin) AN (Canlin)
NGL (US$ per barrels) RARRBIE (ETH8)
Canada (Canlin) HNZ X (Canlin)
Gas (US$ per Mscf) KRR (E7x/
FEETFHER)
China oilfields Fh B e
USA (Condor) 2B (Condor)
Canada (Canlin) hng X (Canlin)
Lifting costs (US$ per barrel of $mEA(Ex, ERER)
oil equivalent)
China oilfields (Note 3) A B A (FTEE3)
Canada (Canlin) JRZ K (Canlin)
Wells drilled during the BMREH B (EE)
period (Gross)
China oilfields R Sk H
Successful Ih
Dry s
USA (Condor) Bl (Condor)
Successful BRI FH
Dry B3
Canada (Canlin) fnZ X (canlin)
Successful R Ih 3
Dry b

Note@3):  Lifting costs include directly controllable costs to produce Q) : BEERKORABRIEEE—HMAMZEER

a barrel of oil. Other production costs such as safety fees, EHIRA - EthEERANL 2 E - ]RIF
environment expenses, technical & research expenses BA - BRI UREEEERS
and overhead have not been included since they are not WARBEEN - RERZSHAILIE—
directly attributable to the production of a barrel of oil. BIREE R o

M EERIZERERART » —T—hEFHHE 07



Operating Summary
EERE

Six months ended June 30,
BEANB=THLAEA

2019 2018
—E-nE \!

Properties Held by REZARNEBEEEE
Equity-accounted (FREEELES)
entities (Group share)

Sales volume HE
Crude oil (barrels) JRom (48) 180,052 193,236
Kazakhstan (Emir-Qil) Wf}ﬁﬁﬁﬁ (Emir-0il) 180,052 193,236
Export sales 126,812 147,689
Domestic sales 53,240 45,547
Gas (Mscf) RAR ( ?*’EIE 284,892 285,173
Kazakhstan (Emir-Oil) & i 77 2738 (Emir- O|I> 284,892 285,173
Net production volume REE
Crude oil (barrels) FRH (F8) 185,965 205,525
Kazakhstan (Emir-Oil) ¥ 52 72 2738 (Emir-0il) 185,965 205,525
Gas (Mscf) AAR(FTEELFHER) 320,409 301,901
Kazakhstan (Emir-Oil) ¥ 52 72 2738 (Emir-0il) 320,409 301,901
Average daily net production H¥¥4FEE
volume
Crude oil (barrels) FRom (§8) 1,027 1,135
Kazakhstan (Emir-Oil) ie & 52 Hr3A (Emir-Oil) 1,027 1,135
Gas (Mscf) RAR(TEELFHER) 1,770 1,668
Kazakhstan (Emir-Oil) ie B 52 HriA (Emir-Oil) 1,770 1,668
Average realized price FIHBERER
crude oil (US$ per barrel of B (Ex,/ S@wEHm)

crude oil)

Kazakhstan (Emir-Qil) Waﬁéﬁﬁﬁtﬂ (Emir-0il) 51.96
Export sales 63.18
Domestic sales 25.22

Gas (US$ per Mscf) AR (%E/‘FFZE
N HH 0.51
Kazakhstan (Emir-Oil) &éﬁéﬁ,ﬁﬁiﬂ(Emir-oil) 0.51
Lifting costs (US$ per barrel of s 4 (£ =& FH)
crude oil) 5.66
Kazakhstan (Emir-Qil) 5 B 52 Hr 18 (Emir-0il) 5.66
Wells drilled during the HREHE (BAE)
period (Gross) =
Kazakhstan (Emir-Oil) 15 B 52 2738 (Emir-0il) =
Successful I F T
Dry s =
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Management Discussion and Analysis

BUSINESS REVIEW AND PROSPECTS

In the first half of 2019 (“1H2019"), the US-China trade
war and the tension between the United States and
Iran had brought huge uncertainties to the
international crude oil market, resulting in large
fluctuations in international oil prices. At the same
time, the natural gas price in Canada continued to
decline and reached its lowest level in recent years.
The Group’s oil and gas production decreased by 6.0%
to about 9.84 million barrels oil equivalent (“BOE",
where 1 BOE = 6,000 standard cubic feet natural gas)
compared with the amount of the first half of 2018
("1H2018"). Net oil and gas production decreased by
8.6% to about 8.49 million BOE (“MMBOE"), compared
with the amount of 1H2018. During the 1H2019, net
sales of crude oil decreased by 2.6% to approximately
1.47 million barrels from the 1H2018, while natural gas
sales decreased by 8.6% to 41,008 million standard
cubic feet ("MMscf”).

In 1H2019, the average realized crude oil price
decreased by 11.7% to US$52.68 per barrel as
compared with that of 1H2018, and the average
realized natural gas price dropped to US$1.15 per
thousand standard cubic feet (“Mscf”). In 1H2019, the
revenue from China increased by 7.5% to RMB358.4
million as compared with 1H2018. In 1H2019, loss for
the period from the segments other than North
America increased by 85.2% to RMB363.5 million as
compared with RMB196.3 million in 1H2018 and the
respective loss per share was RMB0.120 in 1H2019.
Loss for the period from North America segment
decreased by 28.1% to RMB233.7 million as compared
with 1H2018 and the respective loss per share was
RMB0.077 in 1H2019.

EEENWR DN

EBOBRBIR

- NEL¥FEFEFEURERSE
FRZENBRBLERE R AT S

ABOTHETE M  EHEABAERREE -
FRNERRARBRE-_S—NELF
FHETT  ERRFRFEAKFE - =2
—NWEFL¥FERMNAREEEERZZ
T N\FLEFTR6OELNISIBEM
EE HRFESERZ T N\FL¥F
T8N EHNSMEEBREE - —T— N
FLEEFAEENRBFHEHERZ TR
26%EHNATEER  AARFHE TR
8.6%  E 41,008 BEIZHET HFER -

CE-NFLEFFHEREFBRERL
T N\FE¥EFTRINTBES683E
T PHEBRRARERTRELS
= TREETFRR - —T— A F £¥
FREEREFENBKAKR T —N\F L
FFEERTSNEAREISUEBIL =8
—NFEEH¥F BILEEBH BN A&
EHEMEHSPRABEFHEER =N
FLEFF1963ETIEMNES2%E AR
3.635(87T - AN EREEAARK0.120
T A EEBIEHBFEERE=2Z—N
FLEFFERD281%EARKE2337T
HENEREBRAARE00777T -
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Management Discussion and Analysis

BEENWE DN

In 1H2019, the EBITDA of the Group from segments
other than North America segment decreased by
RMB80.2 million to RMB117.1 million from RMB197.3
million in 1H2018 and the respective adjusted EBITDA
decreased by RMB1.9 million to RMB195.2 million.

The following table sets out a summary of the
expenditures incurred in our exploration, development,
and production activities for the six months ended
June 30, 2019:

(RMB millions)
ON:SEL)

China Onshore Projects (Daan, Moliging)
Canada (Canlin Energy)

Total

The Group incurred development expenses of RMB95
million during the six months ended June 30, 2019, of
which RMB25 million was incurred in China and RMB70
million was incurred in Canada; whereas production
expenses amounted to RMB478 million, of which
RMB65 million was incurred in China, RMB413 million
was incurred in Canada.
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Management Discussion and Analysis

China Operations (Daan, Moliging, South
China Sea)

Our projects in northeastern China maintained a
relatively high level of production in 1H2019. As at June
30, 2019, the Group held a participating interest of
100% and 10% in the Daan production sharing contract
("PSC") and the Moliging PSC respectively. During
1H2019, the total gross operated production for Daan
and Moliging increased by 11.3% from 2.03 million
barrels in 1H2018 to 2.26 million barrels in 1H2019.
Total net production allocated to the Group increased
by 5.8% from 0.86 million barrels in 1H2018 to 0.91
million barrels in 1H2019. During 1H2019, the gross
operated production increased by 3.9% to 12,505
barrels per day (“BOPD”) as compared to 1H2018, and
net production allocated to the Group decreased by
0.1% to 5,049 BOPD. With the drop of international
crude oil prices, the average oil price of Daan and
Moliging decreased by 7.5% from US$62.34 per barrel
in 1TH2018 to US$57.65 per barrel in 1TH2019. Two
vertical wells were drilled in Daan in 1H2019. The total
length of wells was 4,618 meters and the average
length per well was about 2,309 meters. Lifting costs
for Daan decreased by US$0.68/barrel, or 6.4%, from
US$10.69/barrel for 1H2018 to US$10.01/barrel for
TH2019.

By the end of 1H2019, the Group held a 34% interest in
the South China Sea Project. The oilfield development
feasibility study report, the overall development plan
and environmental impact assessment have been
completed. The bid evaluation of engineering
procurement construction for offshore engineering
construction and some large-scale equipment were
completed in 1H2019 and the construction was being
actively promoted. The successful development of the
block would help the Group in gaining experiences in
offshore petroleum operation.

Ml BERERERART o —F—
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Management Discussion and Analysis

BEENWE DN

North America Operations (Canlin Energy)
As at June 30, 2019, the Group held 100% of the total
issued common shares of Canlin Energy Corporation
(“Canlin” or “Canlin Energy”). In 1H2019, Canadian
natural gas prices continued to be extremely weak and
volatile. The Canadian natural gas industry entered an
unprecedented cold winter, having a significant
financial impact on Canadian natural gas producers.
Canlin Energy implemented economic production cuts,
slowed capital expenditures, shut down some
uneconomic natural gas production facilities and
reduced uneconomic gas production to cope with the
depressed gas prices. Canlin Energy continued to
optimize the corporate structure to reduce operating
costs and management costs, and used financial
instruments to hedge the impact of natural gas price
fluctuations on company performance.

In 1H2019, the net oil and gas production of Canlin
Energy decreased by 10.1% to 7.58 MMBOE as
compared with 1H2018, accounting for 89.3% of the
Group's total net production for the period. The daily
oil and gas production decreased by 10.1% to 41,868
BOPD, of which natural gas and natural gas liquids
("NGL") accounted for about 92.7%, and crude oil
accounted for about 7.3%. The daily production of
crude oil decrease by 17.2% to 3,067 barrels, the daily
production of NGL decreased by 32.7% to 1,041
barrels, and the daily production of natural gas
decreased by 8.6% to 227 MMscf. During 1H2019, the
average realized natural gas prices of Canlin Energy
decreased by 7.3% to US$1.15/Mscf and average
realized oil prices decreased by 21.0% to US$44.54/bbl
compared with 1H2018.

The Group entered into a disposal agreement in relation
t0 a very substantial disposal of the oil and gas assets in
Canada by selling all of the shares in Maple Energy
Investments Limited (formerly known as Maple Marathon
Investments Limited) (“Maple Energy”). The completion
date of the disposal was originally January 31, 2019 and
subsequently extended to September 30, 2019.
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Management Discussion and Analysis

Kazakhstan Operations (Emir-Oil)

In Kazakhstan, the Group holds a 40% interest in Emir-
Qil, which holds four production contracts and one
exploration contract covering the Aksaz, Dolinnoe,
Emir, Kariman producing oilfields and ADEK block. With
the recovery in oil prices, as at the end of 1H2019,
Emir-Oil had a total of 27 production wells. The daily
production of crude oil attributable to the Group
decreased by 9.5% from 1,135 BOPD in 1H2018 to
1,027 BOPD in 1H2019.

OUTLOOK FOR 2019

The trade disputes between the United States and
other countries are unlikely to be fully resolved in the
short term, and the global oil and gas markets are still
concerned about the possible impact of geopolitical
tensions, especially in Iran and Venezuela. The global
economy will be impacted as expected by the
International Monetary Fund, and if trade disputes
escalate, there should be a possibility of further
decline in global crude oil demand in the second half
of 2019 (“2H2019"). In the natural gas market, Canadian
natural gas prices continued to slump in 1H2019 and
remained at a low level in recent years. The slowdown
in demand growth and the continued expansion of
LNG supply have led to a sharp drop in natural gas
prices. In 2H2019, despite the higher natural gas
demand and prices due to cold weather, natural gas
prices are expected to be under strong pressure by
the end of 2019 in the absence of extreme weather.

EEENWR DN
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Management Discussion and Analysis

BEENWE DN

Operating in such a challenging market environment,
the Group will continue its efforts to complete the very
substantial disposal of Canadian oil and gas assets in
2H2019 to reduce debt and improve liquidity. The
Group will continue to boost crude production by
investing in oil assets, re-completing suitable old
wellbores, and drilling new wells. The Group strives to
increase the oil production, reduce costs and maintain
an orderly and stablely operation. We believe that the
decrease in level of debt, the increase of production
and the reasonable cost control will bring benefits to
the Group and improve the market competitiveness
and the enterprise value of the Group.

REVIEW OF FINANCIAL RESULTS

The assets and liabilities relating to Maple Energy have
been presented as held for sale as at June 30, 2019
following the approval of the Group’s management
team. The completion date for the transaction is
expected to be within September 2019. The financial
results from Maple Energy were recorded as a loss
from discontinued operations.

Continuing operations

Revenue

The Group's revenue is generated from sales of oil and
gas products and sales of commodities.
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Management Discussion and Analysis

The Group’s revenue generated from sales of oil and
gas was entirely contributed by our China oil fields,
which increased by RMB21.8 million, or 6.5%, from
RMB333.3 million for the six months ended June 30,
2018 to RMB355.1 million for the six months ended
June 30, 2019. This increase was mainly due to the
increase of crude oil sales volume, from 0.84 million
barrels for the six months ended June 30, 2018 to 0.91
million barrels for the six months ended June 30, 2019.
The increase was mainly due to the Group’s acquisition
of 10% participating interest in the foreign contractors'’
entitlement and obligation under the PSC on March 29,
2018 for each of the Daan oilfield and the Moliging
oilfield (“the Acquisition of Daan and Moliging
Interests”), which contributed revenue of RMB44.4
million during the six months ended June 30, 2019,
compared to RMB20.1 million for the six months ended
June 30, 2018.

The Group's average realized oil price was US$57.65
per barrel for the six months ended June 30, 2019,
compared to US$62.34 per barrel for the six months
ended June 30, 2018.

The Group’s revenue from sales of commodities is
RMB3.3 million for the six months ended June 30, 2019.
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Management Discussion and Analysis

BEENWE DN

Operating expenses

Depreciation, depletion and amortization. The Group’s
depreciation, depletion and amortization increased by
RMB20.5 million, or 13.6%, from RMB150.2 million for
the six months ended June 30, 2018 to RMB170.7
million for the six months ended June 30, 2019. The
increase in depreciation, depletion and amortization
was mainly due to the following: (i) the Acquisition of
Daan and Moliging Interests, which incurred
depreciation, depletion and amortization of RMB30.4
million during the six months ended June 30, 2019,
compared to RMB12.1 million for the three months
ended June 30, 2018; (ii) on December 29, 2018, the
Group acquired 51% interest of China Aerospace
Telecommunications (Shenzhen) Limited (“China
Aerospace”) (“the Acquisition of China Aerospace”),
which incurred depreciation, depletion and
amortization of RMB3.1 million during the six months
ended June 30, 2019
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Management Discussion and Analysis
EEENWmR DN

Taxes other than income taxes. The Group’s taxes  #1E (FriE#&5)) - ANEBHFIE (FrEHi
other than income taxes decreased by RMB3.2 million, BN BEE T —N\EFEXA=+HI~E
or 45.7%, from RMB7.0 million for the six months A EIRIMI A R 700E TR A A RKE320E
ended June 30, 2018 to RMB3.8 million for the six T 45.7%EEHE-_FT—HLFENA=1H
months ended June 30, 2019. The following table  [F7<fE A HIR A A R#380E 7T T4
summarizes the Group's taxes other than income RTHEZE-Z—AFNA=+AKEK_-Z
taxes for the six months ended June 30, 2019 and  — N\EXA=+H 18 A BE&FIE (Fr
2018: FHIBRIN)

Six months ended June 30,
BEARA=THLAEA
2019
—Z-NE
RMB'000
AR¥T R
(Unaudited) (Unaudited)
(RESER) (RiEER)
Re-presented
EXiEt]l

PRC

Petroleum special profit charge 7l

Urban construction tax and education 3% B35
surcharge

Others HAth

Corporate and other segments IR H Al 2B
Withholding tax and others RINREF R E A

PRC #

The Ministry of Finance of the People’s Republic FREE AR R B B D B4 R AN S
of China (“MOF") had decided to increase the A1 R I W AR A A A B B 55
threshold of the special oil income levy from En/MiEeBlesEr,/ /B A=
US$55 to US$65 per barrel, effective from T-RAF—A—B&E® - ZT—A
January 1, 2015. The Group's oil price did not FE¥FAREERRERBRE—
exceed the threshold during 1H2019. iR RE -
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Management Discussion and Analysis

BEENWE DN

Corporate and other segments

Withholding Tax

Withholding tax represents accrual of
withholding tax on interest charged on
intercompany loans.

Employee compensation costs. The Group’s employee
compensation costs decreased by RMB42.9 million, or
42.6%, from RMB100.6 million for the six months
ended June 30, 2018 to RMB57.7 million for the six
months ended June 30, 2019. The decrease in
employee compensation costs was primarily due to: (i)
the new share awards granted to employees, which
amounted to RMB48.4 million for the six months ended
June 30, 2018; (ii) reduction of headcount during
TH2019.

Purchases, services and other expenses. The Group’s
purchases, services and other expenses increased by
RMB7.4 million, from RMB45.4 million for the six
months ended June 30, 2018 to RMB52.8 million for the
six months ended June 30, 2019. The increase was
mainly due to: (i) the Acquisition of Daan and Moliging
interest, which incurred purchases, services and other
expenses of RMB6.3 million during the six months
ended June 30, 2019, compared to RMB3.5 million for
the six months ended June 30, 2018; (i) the Acquisition
of China Aerospace, which incurred purchases,
services and other expenses of RMB2.7 million during
the six months ended June 30, 2019.

Distribution and administrative expenses. The Group’s
distribution and administrative expenses increased by
RMB19.4 million, or 46.1%, from RMB42.1 million for
the six months ended June 30, 2018 to RMB61.5 million
for the six months ended June 30, 2019. The increase
in distribution and administrative expenses was
primarily due to the increase of amortization relating
to financing.
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Management Discussion and Analysis

Impairment. For the six months ended June 30, 2019,
the Group has recognized an impairment charge
amounting to RMB4.7 million on investment in
PetroBroad Copower Limited (“PetroBroad”), compared
to total impairment of RMB3.2 million on investment in
PetroBroad for the six months ended June 30, 2018.

Other losses, net. The Group had net other losses of
RMB38.5 million for the six months ended June 30,
2019, compared to net other losses of RMB13.5 million
for the six months ended June 30, 2018. The increase
was mainly due to losses on changes in fair value of
financial instruments of RMB18.2 million and losses on
disposal of financial instruments of RMB24.4 million.

Finance costs, net

The Group’s net finance costs increased by RMB60.8
million, or 26.8%, from RMB226.7 million for the six
months ended June 30, 2018 to RMB287.5 million for
the six months ended June 30, 2019. The increase in
finance costs was mainly due to the higher interest
rate of the new bond for the Group and the increase of
new loan.

Share of loss of associate

As at June 30, 2019, the Group held a 34% interest in
PetroBroad and 40% interest in Palaeontol B.V.,
respectively. There was no share of investment loss
recorded during the six months ended June 30, 2019.

Loss before income tax

The Group’s loss before income tax was RMB341.1
million for the six months ended June 30, 2019,
compared to the loss before income tax of RMB179.5
million for the six months ended June 30, 2018,
representing an increase of RMB161.6 million, or
90.0%. The increase was primarily due to the
cumulative effects of the above factors.
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Management Discussion and Analysis

BEENWE DN

Income tax expense

The Group recorded income tax expense of RMB22.4
million for the six months ended June 30, 2019,
compared to income tax expense of RMB16.7 million
for the six months ended June 30, 2018, representing
an increase of RMB5.7 million, or 34.1%. The effective
tax rate for the six months ended June 30, 2019 was
negative 7%, compared to the effective tax rate for the
six months period ended June 30, 2018 of negative 9%.

Loss for the period from continuing
operations

As a result of the foregoing, our net loss from
continuing operations for the six months ended June
30, 2019 was RMB363.5 million, compared to a net loss
from continuing operations of RMB196.3 million for the
six months ended June 30, 2018.

Loss for the period from discontinued
operations

Our net loss from discontinued operations for the six
months ended June 30, 2019 was RMB233.7 million,
compared to a net loss from discontinuing operations
of RMB325.0 million for the six months ended June 30,
2018.

Loss for the period

The Group’s loss for the six months ended June 30,
2019 was RMB597.2 million, compared to the loss of
RMB521.3 million for the six months ended June 30,
2018, increased by RMB75.9 million, or 14.6%. This
increase was primarily due to the cumulative effects of
the above factors.
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Management Discussion and Analysis

EBITDA AND ADJUSTED EBITDA

We provide a reconciliation of EBITDA and adjusted
EBITDA to loss for the six months ended June 30, 2019,
with our most directly comparable financial
performance calculated and presented in accordance
with IFRS. EBITDA refers to earnings before income
tax, finance income, finance costs and depreciation,
depletion and amortization. Adjusted EBITDA refers to
EBITDA adjusted to exclude non-cash and non-
recurring items such as value of employee services
under share-based payments plan, provision/(reversal)
of impairment losses on financial assets, net,
impairment charges, losses/(gains) on changes in fair
value of financial instruments, withholding tax arising
from intercompany loan, losses on disposal of financial
instruments, losses on disposal of assets, net and any
other non-cash or non-recurring income/expenses.

We have included EBITDA and adjusted EBITDA as we
believe that 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, cash flow 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.
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Management Discussion and Analysis
EEENWmR DN

The following table presents a reconciliation of EBITDA T~ 3% & 51| /543 48 45 %4 EBITDA % 48 S 52 45 /4

and adjusted EBITDA (for continuing operations only) 44 EBITDA R R FE HARS 2 & KR L PS5
to loss before income tax for each period indicated. ALFEBME L

Six months ended June 30,
BESA=1THLAEA
2019 2018
—B-NEF I\
RMB’'000 RMB’000
AR¥ET R ARBT T
(Unaudited) (Unaudited)
(REER) (REEX)
Re-presented
EEd

Loss before income tax from BB E TS HATEE

continuing operations (341,118) (179,547)
Finance income B (7,149) (27,416)
Finance costs 5 & F 294,662 254,068
Depreciation, depletion and W& - RS

amortization 170,660 150,166
EBITDA from continuing BB E NEBITDA

operations 117,055 197,271

Value of employee services under B&ERS#E T 21 T & 8 IRFE A AN

share-based payments plan 6,597 53,777
Provision/(reversal) of impairment & @& ERETE

losses on financial assets, net (8m|) - FE 22,336 (84,733)
Impairment Charges ;i 4,740 3,194
Losses/(gains) on changes in fair

value of financial instruments B%k/( 18,220 (11,605)
withholding tax IR 1,876 4,441
Losses on disposal of financial BESRTAMIBL

instruments 24,364 3,198
Losses on disposal of assets, net B A ERIEL - JFE - 17,512
Others HAth - 14,069
Adjusted EBITDA from BESEEBNZRAE

continuing operations EBITDA 195,188 197,124
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Management Discussion and Analysis

The Group’s EBITDA decreased by approximately
RMB80.2 million, from approximately RMB197.3 million
for the six months ended June 30, 2018 to
approximately RMB117.1 million for the six months
ended June 30, 2019. The decrease was mainly due to:
the Group’s provision of impairment losses on financial
assets, net for the six months ended June 30, 2019
was RMB22.3 million, compared to reversal of
impairment losses on financial assets of RMB84.7
million for the six months ended June 30, 2018,
representing an increase of RMB107.1 million.

The Group’s adjusted EBITDA decreased by
approximately RMB1.9 million, or 1%, from
approximately RMB197.1 million for the six months
ended June 30, 2018 to approximately RMB195.2
million for the six months ended June 30, 2019. The
decrease was mainly due to the Acquisition of China
Aerospace, and the decrease in realized oil price.

EEENWR DN

REEBREBITDARL 49 A REE8,0208 7T -
HBEE-_ZT—\FENA=1tHLEAH
BMOARB1IBETRLEHE-_T—N
FRA=ZTAHLENEABEHARE1.171
BT -BE-_ZT—AFA=+HIEAHE
AU REMEERBEBRLFEARYE
22308 MBEZZE-N\FA=+H
LE7<ME A BRI S8 el B & AR (B 1B K F 58
ARM8,4708 7T - FBERILINAKRE1.071
87T °

NEENKFHELEBITDAREE —T—/\F
ANA=ZTHIEANEABPRHOARKE1.971E
TTRPOAREINETHK 1B EHE_T
—NEXNA=ZTHIENEABBHARE
1.952187C - 2 RERF B KYEE - LA
REBBENTER -

M EERIZRERART » —T—NEFHHE 23



Management Discussion and Analysis
EEENWmR DN

The Group's EBITDA and Adjusted EBITDA by operating #Z—Z—hFE<A=+tHAE=-Z—\&F

segment for the six months ended June 30, 2019 and ;XA =+ B IE/ A B B - AEFIRKE

2018 are set out below: 7 &0 &) 5 #) EBITDA & 4% 38 2 EBITDA & 71/
R

Six months ended June 30, 2019
BZE-Z-AFEXA=1HILAER
PRC Corporate Total
HEl e CH

RMB'000 RMB'000 RMB'000
ARBTT AR®TT ARBTT
(Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER) (REER)

Profit/(loss) before income tax from ST

continuing operations Al ) 36,702 (377,820) (341,118)
Finance income BRI (12) (7,137) (7,149)
Finance costs BIBER 55,064 239,598 294,662
Depreciation, depletion and amortization  #7& - M 168,403 2,257 170,660
EBITDA from continuing operations  #£&%& fEBITDA 260,157 (143,102) 117,055

Value of employee services under
share-based payments plan 1,619 4,978 6,597
Provision of impairment losses on financial & Ei&E) i

assets, net - 22,336 22,336
Impairment Charges REBRX - 4,740 4,740
Losses on changes in fair value of financia g )

instruments g - 18,220 18,220
Withholding tax LA - 1,876 1,876
Losses on disposal of financial instruments R & 4 g T A HEX - 24,364 24,364
Adjust EBITDA from continuing TR ESE WEBITDA

operations 261,776 (66,588) 195,188
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Management Discussion and Analysis
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Six months ended June 30, 2018
NEARA=THIEAEA

Corporate

HE
RMB'000 RMB'000 RMB'000
N ”ﬁn”?ﬁ N A:F;E A h?ﬁ
(Unaudited)  (Unaudited) audited)

= (REEER) ,

Profit/(loss) before income tax

from continuing operations 7 i) 63,434 (242,981) (179,547)
Finance income BITEUA (68) (27,348) (27,416)
Finance costs E =y 45,310 208,758 254,068
Depreciation, depletion and

amortization 150,061 105 150,166
EBITDA from continuing ¥ E K& EBITDA

operations 258,737 197,271

Value of employee services BEASREST 8 T E B fR7%

under share-based payments %N

plan 53,077 53,777
Reversal of impairment losseson ~ ##[E 4 B & ER(EERL

financial assets, net ] (71,978) (84,733)
Impairment Charges % 3,194 3,194
Gains on changes in fair value of 4 L

financial instruments (11,605) (11,605)
Withholding tax 3 ! 4,441 4,441
Losses on disposal of financial RESRIANER

instruments - 3,198 3,198
Losses on disposal of assets, net BB AEMBL - FE - 17,512 17,512
Others Hith (1,854) 15,923 14,069
Adjusted EBITDA from REREXKN

continuing operations #ZAREBITDA 244,828 (47,704) 197,124
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Management Discussion and Analysis

BEENWE DN

LIQUIDITY AND CAPITAL RESOURCES
overview

Our primary source of cash during the six months
ended June 30, 2019 was cash generated from
operating activities.

In 1H2019, we had net cash generated from operating
activities of RMB165.2 million, net cash used in
investing activities of RMB114.7 million and net cash
used in financing activities of RMB68.7 million, a
translation gain for foreign currency exchange of
RMBO0.5 million, resulting in a net decrease in cash and
cash equivalent of RMB17.8 million compared to the
cash balance of RMB28.1 million as at December 31,
2018.

Cash generated from operating activities
Net cash generated from operating activities was
RMB165.2 million for the six months ended June 30,
2019. IN1H2019, our net cash generated from operating
activities included a loss before income tax of
RMB341.1 million adjusted for, among other things,
depreciation, depletion and amortization of RMB170.7
million, net interest expenses of RMB287.4 million, an
unrealized foreign exchange loss of RMBO.1 million, a
net provision of impairment losses on financial assets
of RMB22.3 million, an impairment charges of RMB4.7
million, losses on changes in fair value of financial
instruments of RMB18.2 million, value of employee
services under share-based payments plan of RMB6.6
million, losses on disposal of financial instruments of
RMB24.4 million. The cash movements from changes
in working capital in the six months ended June 30,
2019 included a decrease in trade and other
receivables of RMBO0.8 million; an increase in trade and
other payables of RMB54.7 million; an increase in
inventories of RMBO0.9 million, interest paid of
RMB166.7 million, and net cash generated from
discontinued operations of RMB84.1 million.
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Management Discussion and Analysis

Net cash generated from operating activities was
RMB60.4 million for the six months ended June 30,
2018. In 1H2018, our net cash generated from
operating activities included a loss before income tax
of RMB179.5 million adjusted for, among other things,
depreciation, depletion and amortization of RMB150.2
million, net interest expenses of RMB230.7 million, an
unrealized foreign exchange gains of RMB4.1 million, a
net reversal of impairment losses on financial assets of
RMB84.7 million, an impairment charges of RMB3.2
million, gains on changes in fair value of financial
instruments of RMB11.6 million, value of employee
services under under share-based payments plan of
RMB53.8 million, losses on disposal of financial
instruments of RMB3.2 million, share of losses of
investments accounted for using the equity method of
RMB9.0 million, a net loss on disposal of assets of
RMB17.5 million, and others of RMB14.1 million. The
cash movements from changes in working capital in
the six months ended June 30, 2018 included a
decrease in trade and other receivables of RMB25.4
million; a decrease in trade and other payables of
RMB52.9 million; an increase in inventories of RMBO0.1
million, interest paid of RMB251.8 million and income
tax paid of RMBO0.2 million, and net cash generated
from discontinued operations of RMB138.4 million.
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Management Discussion and Analysis

BEENWE DN

Cash (used in)/generated from investing
activities

Net cash used in investing activities for the six months
ended June 30, 2019 amounted to RMB114.7 million,
mainly as a result of: (i) purchase of property, plant
and equipment of RMB18.5 million, (i) payment for
acquisition of interests under Daan and Moliging PSCs
interest of RMB27.0 million, (iii) contribution and loans
to investments accounted for using the equity method
of RMB4.7 million, and (iv) net cash used in
discontinued operations of RMB64.5 million.

Net cash generated from investing activities for the six
months ended June 30, 2018 amounted to RMB671.0
million, mainly as a result of: (i) net cash flow from
equity investment of RMB17.6 million, (i) a decrease in
restricted bank deposits of RMB2.6 million, (iii) received
from disposal of subsidiaries of RMB183.8 million, (iv)
received from disposal of assets of RMB110.2 million,
(v) received from third parties of RMB71.0 million and
(vi) net cash inflow from investment in derivative
financial instruments of RMB284.6 million, (vii) others
of RMBO0.7 million, (viii) net cash generated from
discontinued operations of RMB289.7 million, offset by:
(i) purchase of property, plant and equipment of
RMB18.5 million, (ii) contribution and loans to
investments accounted for using the equity method of
RMB3.2 million, (iii) loans and deposits to third parties
of RMB72.5 million, (iv) payment for acquisition of
interests under Daan and Moliging PSCs interest of
RMB187.9 million and (v) deposit for acquisition of
RMB7.1 million.
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Management Discussion and Analysis

Cash used in financing activities

Net cash used in financing activities for the six months
ended June 30, 2019 amounted to RMB68.7 million due
to (i) repayments of borrowings of RMB44.1 million, (ii)
repayments of 2019 senior note of RMB516.4 million,
(iiiy payment of loan arrangement and other fees of
RMB31.5 million, (iv) payment of lease liability of
RMB6.2 million and (v) net cash used in discontinued
operations of RMB19.5 million. Offset by: (i) proceeds
from borrowings of RMB525.3 million and (ii) proceeds
from issue of new shares of RMB23.7 million.

Net cash used in financing activities for the six months
ended June 30, 2018 amounted to RMB844.5 million
due to (i) repayments of borrowings of RMB187.2
million, (i) repayments of 2018 senior note of
RMB1,150.2 million, (iii) payment of loan arrangement
and other fees of RMB83.0 million, (iv) decrease in
other payable of RMB53.8 million, (v) net cash used in
discontinued operations of RMB431.2 million, offset by:
(i) proceeds from borrowings of RMB785.5 million and
(i) proceeds from issue of convertible bond of
RMB275.4 million.

Borrowings

As at June 30, 2019, for the continuing operations, the
Group’s borrowings amounted to approximately
RMB4,389.6 million, representing an increase of
approximately RMB53.6 million as compared to
December 31, 2018. Among these, borrowings
repayable within one year amounted to approximately
RMB2,275.7 million, representing a decrease of
RMB274.2 million as compared to that of December
31, 2018. All of the Group’s borrowings are
denominated in United States Dollars and Hong Kong
Dollars. The Group's borrowings are all at fixed interest
rates. No hedging instruments are used for bank
borrowings.
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Management Discussion and Analysis

BEENWE DN

For the continuing operations, 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
164.7% as at December 31, 2018 t0 203.2% as at June
30, 2019, primarily due to increase of borrowings.

Our total borrowings to Adjusted EBITDA ratio, which
is defined as total borrowings divided by Adjusted
EBITDA increased from 10.6 as at December 31, 2018
t0 11.2 as at June 30, 2019.

Market Risks
Our market risk exposures primarily consist of
fluctuations in oil and gas prices and exchange rates.

Oil and natural gas price risk

Our realized oil and gas prices are determined by
reference to oil and gas prices in the international
market, as changes in international oil and gas prices
will have a significant impact on us. Unstable and
highly volatile international oil and gas prices may have
a significant impact on our revenue and profit. During
1H2019, the Group entered into oil and gas hedge
options contracts to manage its price risk.

Currency risk

The majority of the Group’s China operation sales
revenue 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.
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Management Discussion and Analysis

The functional currency of the Canada subsidiary is in
Canadian dollars and all sales are in Canadian dollars.
Management of the Group is not in a position to
anticipate changes in the fluctuations between the
Canadian dollars and RMB 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 or fluctuations in exchange
rates.

The Group currently does not engage in hedging
activities designed or intended to manage foreign
exchange rate risk. The Group will continue to monitor
foreign exchange changes to best preserve the
Group's cash value.

CHARGES ON GROUP ASSETS

As at June 30, 2019, certain assets, comprising
principally oil assets and properties in Canada, were
pledged to banks as security for banking facilities with
an aggregate outstanding amount of RMB440.2 million.
In addition, as at June 30, 2019, the Group’s interest
under the PSCs in China, bank accounts and shares of
subsidiaries and associates of the Group were pledged
to secure borrowings in the aggregate amount of
RMB2,659.8 million.

EMPLOYEES

As at June 30, 2019, the Company had 1,347
employees, with 1,024 based in China (Mainland and
Hong Kong), two based in USA and 321 based in
Canada. There have been no material changes to the
information disclosed in the Company’s annual report
for the year ended December 31, 2018 in respect of
the remuneration of employees, remuneration policies
and staff development.
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Other Information

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, 2019, the interests or short positions of
the directors of the Company (“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 (the
“SFO"), which will have to be notified to the Company
and the Stock Exchange of Hong Kong Limited (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 (the “Model
Code") contained in the Listing Rules, were detailed as
follows:

Name of
Corporation

Capacity/
Name of Director

EEps ZEEERE

Mr. Zhang Ruilin
RIn AR

Our Company
/N

Nature of interest

54 R

Interest of controlled
corporation (Note 2)

EFREETRARRELAFNE
B EEORG - HMRHRE
HEPHAHESR SkE

RZZT—NAFRA=TH KAQRAES
(TE5) RXBTHRABRARRRENR
BozrE (& BB MBI ([F 5 RS
BEEDID) FEXVER) B ~ ABRIRD KA
TR B IRIEE S LB EDIFE XV ELSE
TR8DAAMERRRIRBBMEZHM
BRAR (B MRk s (21
RIBE 5 K B E RV 6 i & 1F AR
REANEZNAR)  IREEFLME
5P 3521 R ERE LR X IR
BLMANERIORR - REHL LH
RAALETERITAEEETESRINE
EFAN(MREST R ]) AANE A DR KB
PrEYREER SR R RN

Number of
ordinary shares
(including options
to be exercised)
ROBE (BF
AT B E)

Approximate
total percentage
of interest in
the corporation
HEEERD
BHREEI

1,677,095,234 (L) 49.12%

SEEHAE S (M 2)

Interest of controlled

88,521,234 ()

corporation (Note 3)

bl
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Name of Director

EEHE

Mr. Zhao lJiangwei
KA

Mr. Zhang Ruilin
L

Mr. Zhao lJiangwei
S

Mr. Mei Jianping
TR E

Mr. Jeffrey Willard Miller
Jeffrey Willard Miller 5 4

Ms. Xie Na

Mr. Guo Yanjun
BEELEE

Name of
Corporation

1

Our Company

NS

Far East Energy
Limited (“FEEL")

Our Company
/N

Our Company

Our Company
AAT

Capacity/
Nature of interest

510 MRSt E

Interest of controlled
corporation (Note 2)
bl B A i (P 3E 2)
Interest of controlled
corporation (Note 3)
=@ (MTEE3)
Beneficial owner (Note 4)
B A (Hiz4)

Interest of controlled
corporation (Note 2)
Z SEmE R (MEE2)
Interest of controlled
corporation (Note 2)

2 A s (M 2)

Beneficial owner
EHEBEEA

Beneficial owner
BA

Beneficial owner
wa A

Beneficial owner

MI BERIZRR B PR A

Other Information

Number of
ordinary shares
(including options
to be exercised)
ROBE (BF

B AT AR )

1,577,095,234 (L)

88,521,234 (S)

7,000 (L)

2,067,933 (L)

2,611,333 (L)

800,000 (L)

800,000 (L)

Approximate
total percentage
of interest in
the corporation
HEEERN
BHBEI

49.12%

10.00%
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Other Information

Note:
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The letter “L" denotes the person’s long position in the
shares of the Company. The letter “S” denotes the person’s
short position in the shares of the Company.

FEEL is held by Ms. Zhao lJiangbo (“Mrs. Zhang"), Mr. Zhang
Ruilin (“Mr. Zhang") and Mr. Zhao Jiangwei (“Mr. Zhao") as to
80%, 9.99% and 10%, respectively. On May 24, 2013, 72,000
shares in FEEL were issued to Mrs. Zhang, 399,070,000
shares in the Company were transferred from FEEL to
Champion International Energy Limited (“Champion”),
399,070,000 shares in the Company were transferred from
FEEL to Orient International Energy Limited (“Orient”),
475,000,000 shares in the Company were transferred from
FEEL to New Sun International Energy Limited (“New Sun”)
and 141,460,000 shares in the Company were transferred
from FEEL to Power International Energy Limited ("Power”).
Each of Champion, Orient, New Sun and Power is a wholly-
owned subsidiary of Sunrise Glory Holdings Limited, which is
itself a wholly-owned subsidiary of FEEL. Mrs. Zhang, Mr.
Zhang and Mr. Zhao had 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 an 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 his, Mrs.
Zhang's and Mr. Zhao's shares.

The long interests which FEEL, Mr. Zhang and Mr. Zhao have
in the 1,577,095,234 shares in the Company include (i) the
beneficial interests which FEEL has (and in the case of Mr.
Zhang and Mr. Zhao, the indirect beneficial interests which
they have (through their shareholdings in FEEL)) in the
1,469,600,000 shares in the Company held by FEEL through
its subsidiaries, (i) the 7,887,000 share options granted to
Mr. Zhang, (iii) the 7,887,000 share options granted to Mr.
Zhao, (iv) the put option granted by FEEL, Mr. Zhang and Mr.
Zhao, pursuant to a put and call option agreement, over the
88,521,234 shares in the Company held by Mr. Ho Chi Sing
through Celestial Energy Limited (“Celestial”), as further
described in note (3) below, (v) the 100,000 shares owned by
Mr. Zhang himself, and (vi) the 3,100,000 shares owned by
Mr. Zhao himself.

F LR AT RARRRMA T TR -
F& S| ERMLATRARRRMDFEXR

FEELHRB IR Z L (T3REA D « RIEMREE
(TREEDRBTIHREETHEE]D DBIE
E80%  9.99% Kk 10%#wm - R_T—=FH
A=-+mA ' FEELK) 72,000 i AR 15 %17 F 3R
X A v FEELD Rl # & A §399,070,000 f% -
399,070,000 f% + 475,000,000 A% F% 141,460,000
1% % 19 #% 3 F Champion International Energy
Limited ([ Champion]) + Orient International
Energy Limited ([Orient]) » New Sun
International Energy Limited ([New Sun]) K.
Power International Energy Limited
([Power]) = Champion  Orient ~ New Sun }
Power 3 4 Sunrise Glory Holdings Limited #9%
&M@ A R o M Sunrise Glory Holdings Limited
AIRFEELZ EMM AR o SREA » RELE
KA —BUTE - it - BER
B BFEELIR R — I FH—B478) ©
RIE—BITEHE - MAREEERBHEE BT
BEEN—BER - REEEAERE - REA
R ER R EITIRERR ©

FEEL: SREEMBEERKARATFEN
1,577,095,234 1% & BA#E 5 1 9% () FEEL:@B H
T A (3R 56 4 AN 5 A i A 7E FEEL BV AR )
B #) 2R Q F)1,469,600,000 B3 E 25 4 25 0 (i)
3R S5 A 455 #9 7,887,000 A S - (i) i 05 AE
575 97,887,000 AR B AR 4 - (iv) AR IR 5RO Je 3R
B  FEEL RAEEMBAEERT
fal & BX % 4 3@ iBCelestial Energy Limited
([Celestial]) # & &) AN 12 7] 88,521,234 B 32 5%
B RTXMEER)  WREERAFEN
100,000 R E 2525 - AR (V) B ERARE
#)3,100,000 iR & #5125 ©



The Company was informed on November 8, 2014 that TPG
Star Energy Ltd. and Celestial had entered into a sale and
purchase agreement pursuant to which Celestial had
acquired and TPG Star Energy Ltd. has sold 211,855,234
ordinary shares in the Company.

On November 8, 2014, FEEL, Mr. Zhang, Mr. Zhao, Mrs. Zhang
and Celestial entered into a put and call option agreement in
relation to certain of shares (the “PCA"), pursuant to which
the parties to the put and call option agreement have agreed
to grant each other certain rights in relation to their shares,
and Section 317(1)(a) of the SFO applies. Mr. Ho Chi Sing is
the sole shareholder of Celestial.

In particular, Mr. Ho Chi Sing, through his holdings in
Celestial, is beneficially interested in 211,855,234 shares in
the Company. Pursuant to the abovementioned PCA, Mr. Ho
Chi Sing and Celestial have been granted a put option to
resell/put 211,855,234 shares to FEEL, Mr. Zhang and Mr.
Zhao.

On January 6, 2017, FEEL, Mr. Zhang, Mr. Zhao, Mrs. Zhang
(collectively, the “Controlling Shareholders”) and Celestial
entered into a letter agreement in relation to the PCA. The
Board was also informed that Great Harmony International
Ltd (“Great Harmony") and Celestial have entered into a sale
and purchase agreement pursuant to which Great Harmony
has agreed to acquire (or procure its affiliate or other person
or company designated by it to acquire) and Celestial has
agreed to sell 211,855,234 ordinary shares in the Company.

On January 18, 2017, February 23, 2017 and March 7,2017,
Celestial had ceased to have 53,334,000 shares, 40,000,000
shares and 30,000,000 shares in long and short positions,
respectively.

On May 17, 2017, the Controlling Shareholders and Celestial
entered into a second letter agreement in relation to the
PCA. For further details, please refer to the Company's
announcement dated May 17, 2017.

On November 30, 2017, the Controlling Shareholders and
Celestial entered into the supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company’s announcement dated
November 30, 2017.
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Other Information

On April 14, 2018, the Controlling Shareholders and Celestial
entered into the second supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company’s announcement dated
April 15, 2018.

On November 26, 2018, the Controlling Shareholders and
Celestial entered into the third supplemental agreement to
the second letter agreement in relation to the PCA. For
further details, please refer to the Company’s announcement
dated November 26, 2018.

On May 30, 2019, the Controlling Shareholders and Celestial
entered into the fourth supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company’s announcement dated
May 30, 2019.

(4) These interests represent interests in outstanding stock
options under the Company'’s stock incentive compensation
plan and the share option scheme. For further details, please
refer to the section headed “Share Options”. Mr. Zhang's
interests include the 100,000 shares held by himself. Mr.
Zhao's interests include the 3,100,000 shares held by himself.

Save as disclosed above and in the section headed
“Share Options”, as at June 30, 2019, 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, 2019.
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SUBSTANTIAL SHAREHOLDERS'
INTERESTS AND/OR SHORT POSITIONS
IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

So far as the Directors are aware of, as at June 30,
2019, 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:

Party Capacity/

Name of interested Nature of interest

BiE7 B8 B/ Bt

Ms. Zhao Jiangbo
IRt

FEEL

Mr. Ho Chi Sing

IR S

Celestial Energy Limited (“Celestial”)

Billion Capital Shine Inc.

China Orient Asset Management
(International) Holding Limited
RERFEEERE (BIR)#
set Management Co., Limited
Dong Yin Development (Holdings) Limited
Wise Leader Assets Ltd.

Flying Investments Limited

Fung Wing Nam Florence
B

Interest of controlled corporat\ons (Note 2)

Other Information

EERRERFLFRG - HMK
RREEHESR HikE

REEHRM R-ZT—AFX~A=+8"
TIAL(BRES  FETHRABSHAEE
BB R RSN AR R Z B SRR (5
BEERBEEBESFLAEGOIEXVEE2R3
DEAMARTRENRS R HKE -
FRIFES R EGOIEIBIRRE LR
FZigAT IR 2 BRMA MR R SOKE
T

Total number of

shares (including
options to be exercised)
RBEH
(BIEA{TREBRE)

Approximate
percentage of interest
in our company
ERARERH
BRESL

1,677,095,234 (L)
88,521,234 ()

1,577,095,234 (1)
88,521,234 (S)

1,677,095,234 (L)
88,521,234 ()

1,577,095,234 (1) 49.12%
88,521,234 () 2.76%
1,472,300,000 (L) 45.86%

1,472,300,000 (1) 45.86%

1,472,300,000 (1)

1,472,300,000 (1)

1,472,300,000 (1)

199,160,000 (L)

199,160,000 (L)




Other Information

Notes:
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The letter “L" denotes the person’s long position in the
shares of the Company. The letter “S” denotes the person’s
short position in the shares of the Company.

FEEL is held by Mrs. Zhang, Mr. Zhang and Mr. Zhao as to
80%, 9.99% and 10%, respectively. On May 24, 2013, 72,000
shares in FEEL were issued to Mrs. Zhang, 399,070,000
shares in the Company were transferred from FEEL to
Champion, 399,070,000 shares in the Company were
transferred from FEEL to Orient, 475,000,000 shares in the
Company were transferred from FEEL to New Sun and
141,460,000 shares in the Company were transferred from
FEEL to Power. Each of Champion, Orient, New Sun and
Power is a wholly-owned subsidiary of Sunrise Glory Holdings
Limited, which is itself a wholly-owned subsidiary of FEEL.
Mrs. zhang, Mr. zhang and Mr. Zhao had 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 an 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
his, Mrs. Zhang's and Mr. Zhao's shares.

The long interests which FEEL, Mr. Zhang and Mr. Zhao have
in the 1,577,095,234 shares in the Company include (i) the
beneficial interests which FEEL has (and in the case of Mr.
Zhang and Mr. Zhao, the indirect beneficial interests which
they have (through their shareholdings in FEEL)) in the
1,469,600,000 shares in the Company held by FEEL through
its subsidiaries, (i) the 7,887,000 share options granted to
Mr. Zhang, (iii) the 7,887,000 share options granted to Mr.
Zhao, (iv) the put option granted by Controlling Shareholders
pursuant to a put and call option agreement, over the
88,521,234 shares in the Company held by Mr. Ho Chi Sing
through Celestial, as further described in note (3) below, (v)
the 100,000 shares owned by Mr. Zhang himself, and (vi) the
3,100,000 shares owned by Mr. Zhao himself.

F (L R AT RAR R RMH TR -
F& S| ERMLATRARRRMDFEXR

FEELRRAA RAEERBEEDIHES
80% - 9.99% K& 10%#E#m - =T —=FAHA
—+ /M H - FEEL#Y72,000 8% B% 17 8 1T F 3R X
A FEELD Bl # A& 2 7]399,070,000/%
399,070,000 fix - 475,000,000 % }% 141,460,000
F% A% 17 % 3% T Champion + Orient ~ New Sun
Power = Champion ~ Orient * New Sun &
Power 3 & Sunrise Glory Holdings Limited #92
EKiEE-AF] - i Sunrise Glory Holdings Limited
RIRFEELMZEMB AR - GRAA ~ RELE
RS ERRT L —BITBHE - Bt - KER
BT AFEELIREDRE M) — I FE—BATE) ©
RIE—BITEI MR - WRAEER AR BT
BEEN—BRER  RAEEEAERHE  REXA
RS EH R EATIREROR -

FEEL: REEMBELEERARAFEN
1,577,095,234 % & £ # 25 6 15 (1) FEEL:@ i@ H
TR A (T aR St A Rl 2 A 3R TE FEELAY 3 AR )
#75 #) X 2 F)1,469,600,000 B & 25 4 25 ¢ (i)
oK 5% A2 35 75 9 7,887,000 i il AR i - (iil) i 5 A=
F5H 7,887,000 AR 8 A4 - (V) IR HR R 3R
BEERME Tk - PR AR AR SR F Ho Chi Sing %t 4
i 3B Celestial 5 /5 8 7K 2 71 88,521,234 BR 527
g RTXMEE) - WREERAFEN
100,000 & & # 4 AR (V) BEERARHE
#3,100,000 IR B a5 #E 2 ©




The Company was informed on November 8, 2014 that TPG
Star Energy Ltd. and Celestial had entered into the PCA
pursuant to which Celestial had acquired and TPG Star
Energy Ltd. has sold 211,855,234 ordinary shares in the
Company.

On November 8, 2014, the Controlling Shareholders and
Celestial entered into the PCA, pursuant to which the parties
to the PCA have agreed to grant each other certain rights in
relation to their shares, and section 317(1)(a) of the SFO
applies. Mr. Ho Chi Sing is the sole shareholder of the
Celestial.

Pursuant to the abovementioned PCA, Mr. Ho Chi Sing and
Celestial have been granted a put option to resell/put
211,855,234 shares to FEEL, Mr. Zhang and Mr. Zhao.

On January 6, 2017, the Controlling Shareholders and
Celestial entered into the letter agreement in relation to the
PCA. The Board was also informed that Great Harmony and
Celestial have entered into a sale and purchase agreement
pursuant to which Great Harmony has agreed to acquire (or
procure its affiliate or other person or company designated
by it to acquire) and Celestial has agreed to sell 211,855,234
ordinary shares in the Company.

On January 18, 2017, February 23, 2017 and March 7, 2017,
Celestial had ceased to have 53, 334,000 shares, 40,000,000
shares and 30,000,000 shares in long and short positions,
respectively.

On May 17, 2017, the Controlling Shareholders and Celestial
entered into a second letter agreement in relation to the
PCA. For further details, please refer to the Company's
announcement dated May 17, 2017.

On November 30, 2017, the Controlling Shareholders and
Celestial entered into the supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company's announcement dated
November 30, 2017.

On April 14, 2018, the Controlling Shareholders and Celestial
entered into the second supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company's announcement dated
April 15, 2018.

Other Information
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Other Information

On November 26, 2018, the Controlling Shareholders and
Celestial entered into the third supplemental agreement to
the second letter agreement in relation to the PCA. For
further details, please refer to the Company’s announcement
dated November 26, 2018.

On May 30, 2019, the Controlling Shareholders and Celestial
entered into the fourth supplemental agreement to the
second letter agreement in relation to the PCA. For further
details, please refer to the Company’s announcement dated
May 30, 2019.

(4) Billion Capital Shine Inc. has a security interest in the
1,472,300,000 shares of the Company in which China Orient
Asset Management (International) Holding Limited, Wise
Leader Assets Ltd., Dong Yin Development (Holdings) Limited
and China Orient Asset Management Co., Ltd., were deemed
to be interested in by virtue of SFO because:

— Billion Capital Shine Inc. is 100% owned by China
Orient Asset Management (International) Holding
Limited;

— China Orient Asset Management (International)
Holding Limited is 50% owned by Dong Yin
Development (Holdings) Limited and 50% owned by
Wise Leader Assets Ltd.;

— Wise Leader Assets Ltd. is 100% owned by Dong Yin
Development (Holdings) Limited, and

— Dong Yin Development (Holdings) Limited is 100%
owned by China Orient Asset Management Co., Ltd.

Save as disclosed above, as at June 30, 2019, 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 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.
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SHARE OPTIONS

M

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 14,199,876 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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Other Information

Cancellation of Vested Options BUEE BREBRE

Oon May 16, 2019, pursuant to the terms of the —ZE-NAFRA+A - ARIREZ
Plan as well as the Share Option Scheme FEERARNR-_ZE—ZTFE+—AH4
adopted by the Company on November 27, 2010 T EHEMNBERERTE(HER
(the “Scheme”), the Company cancelled the W ET &) - 7E ¥ 13 Jeffrey Willard
vested but not exercised options of Mr. Jeffrey Miller e £ R A2 F L AR BHE R
Willard Miller and Mr. Mei Jianping's and granted T BUH TR ZEtE T e 3ie
them certain share options under the Scheme BEE®RITEMNERE  WiREE
subject to the consenting from Mr. Jeffrey Willard PRt 21 T FIIE R E A AR
Miller and Mr. Mei Jianping. FE o

Details of the share options outstanding as at RZZE—hFNA=+H  BiE&t
June 30, 2019 which have been granted under ZIEREBEHARTEZEREES
the Plan are as follows: IR

Numberof ~ Numberof  Number of
options options options
Heldat  granted  exercised  cancelled Heldat  Exercise
January 1, during during during June 30, price
2019 theperiod the period  the period 2019 (perShare)  Date of grant Exercisable period
REB-hE  REARE  REAGE  REREE R TEE
-R-BEE ZBREHE ZBREMR ZBREHE 5 (BR) RHAH FREE

Independent

r. Mei ianping 1261933

52

Mr. Jeffrey Wilard Miller 811,33 1811333 18025
Jffrey Willard Miller 7

Other employees

4666823
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(ii) Share Option 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 staring 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)

Other Information
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Other Information

Cancellation of Vested Options and Grant
of Options

On September 20, 2011, the Company granted,
pursuant to the Scheme adopted by the
Company on November 27, 2010, share options
to certain employees of the Company, entitling
the option holders to subscribe for an aggregate
of 112,048,000 ordinary shares of the Company
of USD0.001 each at the exercise price of
HK$2.254 per share (“2011 Grant”).

Since February 2013, the exercise price of the
vested options has been higher than the
prevailing market price of shares. As a result, the
options could no longer serve as an effective
incentive. In view of this, the Company offered
these option holders a cash consideration of
HK$0.20 per share to cancel vested options
under the 2011 Grant, subject to the option
holders consenting to such cancellation. As a
result, options in respect of 65,358,066 shares
were cancelled on March 21, 2014.

On March 21, 2014, the Company granted share
options pursuant to the Scheme to 151 eligible
participants comprising certain Directors,
substantial shareholders and employees of the
Company to subscribe for an aggregate of
97,280,000 shares. These options have an
exercise price of HK$1.40 per share and a term
of 10 years from the grant date, and will vest
over the next three or four years (2014 Grant”).

The closing price per share as at March 20, 2014,
being the date immediately before the date the
share options were granted was HK$1.34.
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On December 9, 2016, the Company granted
share options pursuant to the Scheme to 93
eligible participants comprising certain Directors,
substantial shareholders and employees of the
Company to subscribe for an aggregate of
95,920,000 shares. These options have an
exercise price of HK$0.816 per share and a term
of 10 years from the grant date, and will vest
over the next three years (“2016 Grant”).

The closing price per share as at December 8,
2016, being the date immediately before the
date the share options were granted was
HK$0.78.

Since 2017, the exercise price of the vested
options of 2011 Grant, 2014 Grant and 2016
Grant has been higher than the prevailing market
price of shares. As a result, the options of the
above said grants could no longer serve as an
effective incentive. In view of this, the Company
cancelled certain vested options under the
above said grants, subject to the option holders
consent. As a result, options in respect of
122,333,243 shares were cancelled on May 16,
2019. In addition, in consideration of each the
option holders consenting to the cancellation of
their respective outstanding options, the
Company granted new share options in respect
of the outstanding options and further granted
new share options to certain employees of the
Company on May 16, 2019. The number of new
share options granted is 155,089,171 with
exercise price HK$0.269.

The closing price per share as at May 15, 2019,
being the date immediately before the date the
share options were granted was HK$0.25.
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Other Information

Under the Scheme, a total of 460,337,171 share
options were granted to Directors, executives
and employees, of which 112,906,728 share
options were lapsed during the six months
ended June 30, 2019. Details of the share options
outstanding as at June 30, 2019 which have been

granted under the Scheme are as follows:
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(ifi) 2012 share Award Scheme (2012 (iii) 2012R% {7 sEMET B ([ 2012 B {5 58

Share Award Scheme”)

To supplement the Plan in respect the operation
of the share appreciation rights (“SARs”"), the
Board resolved to adopt a 2012 Share Award
Scheme on May 30, 2012, pursuant to which the
Company granted to selected grantees who are
persons holding SARs 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.

The Board resolved to adopt on November 20,
2015 the amended Plan, pursuant to which,
restrictions on grant price of SARs granted after
the adoption of amended Plan are removed.
Lapsed SARs will be re-used and re-granted
upon terms and conditions determined by the
remuneration committee of the Company in its
sole discretion, in accordance with the amended
Plan.

According to the 2012 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 SARS. 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 2012 Share Award Scheme shall
continue in full force and effect until the date
when all the SARs are exercised, terminated or
expired.
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(iv)

Cancellation of Vested SARs

Since the exercise price of the SAR has been
higher than the prevailing market price of
shares, the 2012 Share Award Scheme could no
longer serve as an effective incentive. In view of
this, the Company offered certain SAR grantees
each one ordinary share of the Company in
consideration of cancellation of two previously
granted SARs subject to the SAR grantees
consenting to such cancellation. On January 25,
2018, 17,847,663 SARs were cancelled.

As at June 30, 2019, the trustee held 3,493,189
shares acquired through purchases from the
market at an aggregate consideration of
approximately HK$6,557,948 (including
transaction costs). As at June 30, 2019, the
trustee has sold 8,649,646 shares upon exercise
of SARS so0 exercised by certain grantees.

2015 Share Award Scheme (“2015
Share Award Scheme”)

To recognize the contributions by certain
grantees and to give incentives thereto in order
to retain them for the continuing operation and
development of the Group, and to attract
suitable personnel for further development of
the Group, the Board resolved to adopt on
January 6, 2015 and amend on November 20,
2015 the 2015 Share Award Scheme, pursuant to
which the Board may at their absolute discretion
select any grantee, who is an employee or
consultant of the Group or of any affiliate, for
participation in the 2015 Share Award Scheme
and determine the number of awarded shares to
be granted to such grantee. The 2015 Share
Award Scheme does not constitute a share
option scheme pursuant to Chapter 17 of the
Listing Rules and is a discretionary scheme of
the Company, and will be in effect in parallel
with the Plan, the Scheme and the Share Award
Scheme.
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Pursuant to the 2015 Share Award Scheme rules,
existing shares will be purchased by a trustee
from open market out of cash which will be paid
by the Company as trust shares and be held in
trust for the grantees until the relevant award(s)
is vested in accordance with the relevant award
agreement and the 2015 Share Award Scheme
rules. Upon vesting, the trustee shall transfer the
relevant trust shares as awarded shares to the
relevant grantee, or upon receipt of the
instructions from the grantees, dispose of the
relevant awarded shares in open market and
transfer the proceeds of the sale of the relevant
awarded shares (after deduction of the relevant
charges, expenses, stamp duty and levy) to the
relevant grantee.

Subject to any early termination as may be
determined by the Board pursuant to the 2015
Share Award Scheme rules, the 2015 Share
Award Scheme shall be valid and effective from
January 6, 2015 to the date of the last of the
awarded shares has been vested and transferred
to the relevant grantee or has lapsed, whichever
is later in accordance with the 2015 Share Award
Scheme rules, provided that no award shall be
made on or after the 10th anniversary date of
the adoption date.

On November 20, 2015, the Board resolved to
offer to certain Directors and employees
14,200,000 shares under the 2015 Share Award
Scheme.

On December 9, 2016, the Board resolved to
offer to certain Director 12,000,000 shares under
the 2015 Share Award Scheme.
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On January 25, 2018, the Board resolved to offer
to employees and directors 104,000,000 shares
under the 2015 Share Award Scheme.

As at June 30, 2019, the trustee held 11,975,165
shares acquired through purchases from the
market at an aggregate consideration of
approximately HK$13,095,325 (including
transaction costs).

DIVIDEND
The Board has resolved that no interim dividend will be
paid for the six months ended June 30, 2019.

AUDIT COMMITTEE

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 Audit Committee has adopted the terms of
reference which are in line with the Corporate
Governance Code. The terms of reference were
revised on August 24, 2016 and have been made
available on the websites of the Stock Exchange and
the Company.
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BUY-BACK, SALE OR REDEMPTION OF
THE COMPANY'S LISTED SECURITIES
During the six months ended June 30, 2019, the
Company commenced and completed an exchange
offer (“Exchange Offer”) with respect to its US$500
million 7.5% senior notes due in 2019 (the “2019 Senior
Notes”). The noteholders representing approximately
84% of the total principal amount outstanding at
December 31, 2018 accepted the Exchange Offer.
Accordingly, the Company exchanged US$265.3 million
in aggregate of the principal amount of the 2019 Senior
Notes (the “Exchanged Notes”) for US$248.4 million in
aggregate of the principal amount of the Company's
new 13.750% Senior Notes due 2022 (the “2022 Senior
Notes”) and has paid the other exchange consideration
in accordance with the terms and conditions of the
Exchange Offer. The Company has arranged for
cancellation of the Exchanged Notes.

Following the exchange and cancellation of the
Exchanged Notes, the Company redeemed the
remaining outstanding principal amount, plus accrued
interest, of the 2019 Senior Notes in the amount of
US$52.6 million in full on April 25, 2019, the maturity
date. Subsequently, the 2019 Senior Notes were
cancelled and delisted from the official list of the
Singapore Stock Exchange.

As at June 30, 2019, the 2022 Senior Notes in the
principal amount of US$248.4 million remained
outstanding.

Save as disclosed above, neither the Company nor any
of its subsidiaries has bought back, sold or redeemed
any of the Company’s listed securities during the six
months ended June 30, 2019.
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AMENDMENTS TO CONVERTIBLE

BONDS

On January 26, 2018, the Company completed the
placing of convertible bonds to independent placee(s)
(the “Convertible Bonds"). The Convertible Bonds are
in the principal amount of HK$340.0 million (equivalent
to approximately RMB299.1 million) and are listed on
the Stock Exchange. The terms of the convertible
bonds were amended on January 22, 2019, February
27, 2019 and April 12, 2019, respectively, whereby (i)
the conversion rights to the Company’s shares were
cancelled; and (i) the related exercise date of the put
option for redemption was changed from January 26,
2019 to any date on or after March 15, 2019 until
maturity.

Save as disclosed above, there have been no further
material changes to the Convertible Bonds for the six
months ended June 30, 2019.

SHARE OPTION

Cancellation of Vested Options

Pursuant to the stock incentive compensation plan
adopted by the Company on November 20, 2009 (the
“Plan”), the Company granted share options to
Directors, executives and certain employees of the
Company, entitling the option holders to subscribe for
an aggregate of 29,902,758 ordinary shares of the
Company of US$0.001 each at an exercise price of
US$0.13 or US$0.25 per share. As at May 16, 2019,
with respect to options granted under the Plan, options
in respect of 7,746,089 shares in aggregate were
outstanding, all of which had vested but had not been
exercised.
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Pursuant to the share option scheme adopted by the
Company on November 27, 2010 (the “Scheme”), the
Company granted share options to Directors,
executives and certain employees of the Company,
entitling the option holders to subscribe for an
aggregate of 305,248,000 ordinary shares of the
Company of US$0.001 each at an exercise price of
HK$2.254, HK$1.4 or HK$0.816 per share respectively.
As at May 16, 2019, with respect to options granted
under the Scheme, options in respect of 122,633,243
shares in aggregate were outstanding, all of which had
vested but had not been exercised.

The exercise prices of the existing outstanding options
under both the Scheme and the Plan (the "Existing
Options”) have been consistently higher when
compared with the prevailing market price of the
shares. As a result, the Existing Options could no
longer serve as an effective incentive for the existing
holders of the Existing Options (the "Existing
Grantees”). Accordingly, the Company has on May 16,
2019 cancelled 122,333,243 and 3,079,266 Existing
Options under the Scheme and the Plan, respectively.

Grant of New Options

On May 16, 2019, the Company granted share options
pursuant to the Scheme to Existing Grantees and
certain employees of the Company to subscribe for an
aggregate of 155,089,171 shares. These options have
an exercise price of HK$0.269 per share and a term of
10 years from the grant date, and will vest in equal
proportions over three years.
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PLACEMENT AND ISSUANCE OF
SHARES AND USE OF PROCEEDS

On March 25, 2019 and May 22, 2019, respectively the
Company allotted and issued in aggregate 272,000,000
shares at HK$0.10 per share under general mandate
pursuant to the subscription agreement dated March
20, 2019. The net proceeds after deducting relevant
expenses were approximately HK$27,100,000.

The use of proceeds was as follows:

. Approximately 36% was used for the repayment
of other loan(s),

. Approximately 64% was used for working
capital and general corporate purposes.

On July 4, 2019, the Company allotted and issued
58,823,530 shares at HK$0.17 per share under general
mandate pursuant to the subscription agreement
dated June 20, 2019. The net proceeds after deducting
relevant expenses were approximately HK$10,000,000.

The use of proceeds was as follows:

. Approximately 60% was used for the repayment
of other loan(s);

. Approximately 40% was used for working
capital and general corporate purposes.
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CORPORATE GOVERNANCE CODE

The Company has complied with the principles and
code provisions as set out in the CG Code as contained
in Appendix 14 to the Listing Rules throughout the
period from January 1, 2019 to June 30, 2019, except
for Code Provision A.2.1 as explained below.

Code Provision A.2.1

Code Provision A.2.1 of the CG Code stipulates that
the roles of Chairman and Chief Executive Officer are
required to be separated and not to be performed by
the same individual. Mr. Zhang Ruilin (“Mr. Zhang") is
the Chairman of the Board. In addition to the role of
Chairman of the Board, the role of Chief Executive
Officer is also designated to Mr. Zhang. 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 engaged 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 also agreed that it is in the
best interest of the Company that the roles of the
Chairman of the Board and the Chief Executive Officer
be performed by the same individual. 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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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 inside information of the Company.

Specific enquiry has been made of all the Directors
and all the Directors have confirmed that they have
complied with the required standard set out in the
Model Code throughout the six months ended June 30,
2019. In addition, no incident of non-compliance of the
Model Code by the employees was noted by the
Company.

MISCELLANEOUS

The Directors are of the opinion that there have been
no material changes to the information published in
the Company’s annual report for the year ended
December 31, 2018, other than those disclosed in this
interim report. In addition, save as otherwise disclosed
in this interim report, there have not been any
important events affecting the Company and its
subsidiaries which have occurred since June 30, 2019.
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INDEPENDENT NON-EXECUTIVE BIERITES

DIRECTORS

The Board of Directors has been, at all times, in  EFHB&EEAKERIHEES : () ET A
compliance with (i) Rule 3.10(1) of the Listing Rules, F310MNE EREARNESTEAR D
which requires a company to maintain at least three ~ H=ZB 7 IEHITESE ¢ () ETRAI3.100)
independent non-executive Directors on the Board:; (ii) & HEFHEP BBV IERTESEE
Rule 3.10(2) of the Listing Rules, which requires one of Bt B ST IENEFIHE (i) &
those independent non-executive Directors to have T AIE3.10A 16 - R E B I IEHTE
appropriate professional qualifications or accounting  EEGMhESEE =52 — A& -

or relevant financial management expertise; and (iii)

Rule 3.10A of the Listing Rules, which requires the

company to appoint independent non-executive

Directors representing at least one-third of the Board.
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condensed Interim Consolidated Statement of
Financial Position
ISR 3y O

June 30, December 31,
2019 2018
RAA=+HE W+ZRA=1+—-H
“E-NE —T-N\F
RMB’000 RMB'000
ARBTR ARETTT
(Unaudited) (Audited)
(REER) (8% %)
Assets gE
Non-current assets FRBEE
Property, plant and equipment THE  THRRE 7 1,678,070 1,798,839
Intangible assets BREAE 7 126,495 137,351
Right-of-use assets FEREEE 27 16,262 -
Deferred income tax assets EEFMEHEE 1,766 601
Financial assets at fair value through AR/ (B1E:H& B EEEH A
other comprehensive income HitGralanepis 48,366 46,458
Prepayments, deposits BER - RES REERZ
and other receivables 8 383,637 357,212
Restricted cash XRHFRE 45,541 45,465
2,300,137 2,385,926
Current assets REBEE
Inventories T 22,471 22,390
Prepayments, deposits BT - RS REMBRRK
and other receivables 8 570,812 615,035
Financial assets at fair value through AR/ (BE:H & B EEE A
profit or loss EHEENSREE - 17,755
Trade and notes receivables FEUER R ERRE 9 69,195 69,791
Cash and cash equivalents ReRBeEED 10,349 28,115
672,827 753,086
Assets of disposal group classified #HESENEEANEE
as held for sale 10 5,023,710 5,105,887
5,696,537 5,858,973
Total assets LEAE 7,996,674 8,244,899
Equity i
Equity attributable to owners BERFATRMEENER
of the Company
Share capital A 13 1,092,478 1,068,796
Other reserves HikE 14 (103,311) (143,782)
Accumulated losses S (3,225,150) (2,630,296)
(2,235,983) (1,705,282)
Non-controlling interests JEFE b 11,929 13,265
Total shareholders’ deficit BRREBEHE (2,224,054) (1,692,017)
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condensed Interim Consolidated Statement of
Financial Position (Continued)
R RS O AR R 3R (4E)

June 30, December 31,
2019 2018
RAA=+HE W+ZRA=1+—-H
“E-NE —Z-N\F
RMB'000 RMB'000
AR%T R ARETT
(Unaudited) (Audited)
(REER) (8% %)
Liabilities af
Non-current liabilities FRBERE
Borrowings B 17 2,113,928 1,786,066
Lease liabilities HEAR 7,488 -
Deferred income tax liabilities EEFEHERE 136,726 114,669
Trade and notes payable EAEFRERRE 15 82,526 65,871
Provisions, accruals and other liabilities & Iz Rk Eih & (& 16 66,938 77,252
2,407,606 2,043,858
Current liabilities RBEE
Trade and notes payable ERERRERER 15 243,470 220,283
Provisions, accruals and other liabilities & - iz Efh & (& 16 315,988 272,685
Current income tax liabilities EHMGHaRE 3,990 2,649
Financial liabilities at fair value through LA/ (BlEst & B EE & A
profit or loss EHEENERAE 11 351,477 313,969
Borrowings B 17 2,275,694 2,549,888
Lease liabilities HEAR 9,243 -
3,199,862 3,359,474
Liabilities of disposal group BEGENEBEANER
classified as held for sale 10 4,613,260 4,533,584
7,813,122 7,893,058
Total liabilities B8R 10,220,728 9,936,916
Total shareholders’ deficit RREBREEASE
and liabilities 7,996,674 8,244,899

The accompanying notes on page 68 to 148 are an
integral part of this condensed interim consolidated

financial information.
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condensed Interim Consolidated Statement of
Comprehensive Income
AP HE M aRERER

Six months ended June 30,
BEAA=THILEARER
2019 2018
—Z-hF —Z-N\F
RMB'000 RMB'000
ARBTR ARETT
(Unaudited) (
(REER)
p!
Ebi ]|
Note 2.2
MizE22
Continuing operations HELE
Revenue from contracts EFERWA
with customers 6 358,431 333,273
Depreciation, depletion E - REREH
and amortization (170,660) (150,166)
Taxes other than income taxes I8 (5o 18 (3,785) (6,966)
Employee benefit expenses BTHMAA (57,711) (100,585)
Purchases, services and other R REREMERRA
direct costs (52,780) (45,436)
Distribution costs HERA (7,814) (7,215)
General and administrative expenses &2 & (53,661) (34,871)
(Provision)/reversal of impairment SREEREGHR) /EE -
losses on financial assets, net EE (22,336) 84,733
Impairment charges BERERL (4,740 (3,194)
Other losses, net Hinigk  FE 19 (38,549) (13,496)
Finance income BBMA 20 7,149 27,416
Finance costs W5ER 20 (294,662) (254,068)
Share of losses of investments NRBLOENRER
in associates BRNE - 8.972)
Loss before income tax BRETEHAIER (341,118) (179,547)
Income tax expense FiEsER 2 (22,414) (16,736)
Loss for the period from FOBECEFREER
continuing operations (363,532) (196,283)
Discontinued operations KR
Loss for the period from AR IHELFEER
discontinued operations 10 (233,692) (324,970)
Loss for the period RHEE (597,224) (521,253)
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condensed Interim Consolidated Statement of
Comprehensive Income (Continued)
AP HE M a SR (E)

Six months ended June 30,
BERA=THLAREAR
2019 2018
—E-NE —Z-N\F
RMB'000 RMB'000
AR®T R ARETT

(Unaudited) (Unaudned)
(REER)

E*ﬁi’j‘]
Note 2.2

FizE2.2

0t(t|1er cor)nprehensive income/  Hft&RAEKE(BX):
osses

Continuing operations BELERD

Items that will not be reclassified E#TEEREZERMER

to profit or loss
Change in the fair value of equity LA’&M‘TE#;EH“@UM

instruments at fair value through Hipf e famaga TAN

other comprehensive income NN ] 1,802 (3,190)
Items that may be reclassified to R# a2 ER HZBHER

profit or loss
Transfer to profit or loss upon disposal EEEL M EREEETIER

of investments in associates - (2,602)
Currency translation differences SN EEE (9,918) (49,672)
Discontinued operations diwcdfuby
Items that may be reclassified to ,€ BUREES B RRNER

profit or loss
Currency translation differences INEE TR 41,990 (85,055)
Other comprehensive income/  BEAHHMEA WS (BX)

(losses) for the period, net of tax 33,874 (140,519)
Total comprehensive losses rHGEBELE

for the period (563,350) (661,772)
Loss for the period attributable to: ZAHEEREH :
Owners of the Company AREEE (594,854) (621,233)
Non-controlling interests FEHE I (2,370 (20)

(597,224) (521,253

Loss for the period attributable to B A& A A £ WA
owners of the Company arising ~ EERFER

from:
Continuing operations BHELE (361,162) (196,263)
Discontinued operations R (233,692) (324,970)

(594,854) (521,233)
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condensed Interim Consolidated Statement of
Comprehensive Income (Continued)
RIS aRa R R (E)

Six months ended June 30,
BEAA=TRHIEAEA
2019 2018
—E-NE —Z-N\F
RMB'000 RMB'000
AR®T R ARETT

(Unaudited) (
(REER)

Ebi ]|
Note 2.2
MisE22

Total comprehensive losses FHGEBEEAERER
for the period attributable to:

Owners of the Company KRBFTAEE (560,980) (661,752)
Non-controlling interests FeE S (2,370 (20)
(563,350) (661,772)

Total comprehensive losses BEREAATREENAH
for the period attributable to FEBRBERER
owners of the Company arising

from:
Continuing operations g (369,278) (251,727)
Discontinued operations BbEe (191,702) (410,025)
(560,980) (661,752)
Loss per share for loss AHANALBRBRREMLES
attributable to ordinary equity ~ BHERERE(ERARE)
holders of the Company
for the period (expressed in RMB
per share)
Basic loss per share BEXERER 2
Continuing operations HELE (0.120) (0.068)
Discontinued operations Sl (0.077) 0.112)
(0.197) (0.180)
Diluted loss per share HESRER 2
Continuing operations o Tt (0.120) (0.068)
Discontinued operations B (0.077) 0.112)
(0.197) (0.180)

The accompanying notes on page 68 to 148 are an &M ¢8 B = 148 B 2 i 5t AR5 BA Fh HA
integral part of this condensed interim consolidated A #BEE R IEEEEEH o
financial information.
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condensed Interim Consolidated Statement of

Changes in Equity

ERPHEHEEEE R

As at December 31, 2018 R=B-NE+=f=t-A

(Audited) (E2H)
Comprehensive income FEGANE
for the period
Loss for the period KHER

Allotment of new shares (Note 13) - B3R (7 (B 13)
Changeinthe farvalue of equity ~ HIAA BT EREZHIA
instruments atfairvalue through £t A REMERTE

ofer comprehensiveincome AR EEEE
Currency translation differences  SMESFEEE

Transaction with ownersin -~ EFEENEREENSH
their capacity as owners ETHRS
Employees stock option schemes (B2 EERiES T8
—value of employee —EERBERN )
sevices (Note 12)
Non-controlling interestsarising ~ 3F2 EFATEEELH
from the capital contribuion of &~ 3E43%1 1R

non-wholly owned subsidiary

Others 1)

As at June 30, 2019 RZB-AERA=TH
(Unaudited) (*{E8H)

Attributable to owners of the Company

SRRALAFES

Non-

Ordinary Share Other Accumulated controlling
shares  premium  Reserves losses Total interests Total equity
LBk RAEE  RMRE  2RER B3 FEGMER  BREE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AR®TR ARETn ARMTn ARETR ARETR ARETn ARETR
19,489 1,049,307 (143,782)  (2,630,296) (1,705,282 13265  (1,692,017)
- - - (594.854) (594,854 (2370)  (597,224)
1,858 21,824 - - 23,682 - 23,682
- - 1,802 - 1,802 - 1,802
- - 32,072 - 32,072 - 32,072
1,858 21,824 33874 (594,854)  (537,298) (2,370)  (539,668)
- - 6,597 - 6,597 - 6,597
- - - - - 993 993
- - - - - 1] 1]
- - 6,597 - 6,597 1,034 7,631
1347 1071131 (103311)  (3,225,150)  (2,235,983) 1929 (2,224,054)
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condensed Interim Consolidated Statement of
Changes in Equity (Continued)
PSS OHERSE R (F)

Balance at December 31,2017 —F-t%£+-B=1-H

as original presented
(Audited)
Change inaccounting policy
Restated total equity at
January 1, 2018
(Unaudited)

Comprehensive income
for the period
Loss for the period
Change in the fair value of equity

Instruments at fair value through

other comprehensive income
Share of other comprehensive
income of investments
n associates
Currency translation differences

Transaction with owners in
their capacity as owners

Employees stock option schemes
—value of employee services

As at June 30, 2018
(Unaudited)

RESINEE
(=R
SHHRER
H-%-N\f-A-RER
BiERER
(REEHR)

e lE

rEER

NRABEEEEZHA
AfpsalatEaTE
HLARERS

FEBECRRANELS
ahaEnhE

erEEE

HFERNARRENSH
b

[ERERETY
—BERHBEE

R-8-NEAA=1AR
(REER)

Attributable to owners of the Company

Ordinary Share

shares
Lk
RMB'000
ARETTT

prermium
RVBO0)
ARETT

A%

Other  Accumulated

Reserves
Afoih
RMB'000

losses
ESa
RMB'000
ARETT

Nor-
controlling
interests

B

RMB000
AT

19489 1049307 47265 (1384495 (268,430) @) (28461
- - 488 (4,848) - - -
19489 1049307 2113 (1389343 (26843 (&) (68461
- - - (21233 (621233 2 G223
- - (3190) - (319 - (319
- - (2,600) - (2,600) - (2,600)
- - (134727) - (134727) - (134727)
- - (140519 (621233 (661752 ) (661772
= = 50805 = 50805 = 50805
S = 50805 = 50805 S 50805
19489 1049307 (37600 (1910576) (879,381 ) @948

The accompanying notes on page 68 to 148 are an
integral part of this condensed interim consolidated
financial information.
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condensed Interim Consolidated
Statement of Cash Flows

ERATHEHRERER

Cash flows from

operating activities
Continuing operations
Cash generated from operations
Interest paid
Income tax paid
Discontinued operations

Net cash inflow from
operating activities

Cash flows from
investing activities
Continuing operations
Purchases of property, plant
and equipment
Payment for acquisition of interests
under Daan and Moliging PSCS

BEEBHRERE

BELE
BEIPELNRD
EfRAE
ERFEHR
#LgE

BEEDELHRETE

REZHHRER

L
BETHE  IHRR

IRYBEAR R EE M
ERDKARNSERNTR

Contribution to investments accounted & AARERSE ABREIRE

for using the equity method

Net cash flow from equity investment

Net decrease in restricted
bank deposits

Received from disposal of subsidiaries

Received from disposal of assets

Received from third parties

Loans and deposits to third parties

Deposit for acquisition

Net cash inflow from investment in
derivative financial instruments

Others

Discontinued operations

Net cash (outflow)/inflow from
investing activities

ERRAEENFRER
RRHIBTERORD

WEIREFRAFR
WEIRERENR
WEE=FER
IRE=FERARES
WERHHRES
REMTESHT AEEMER
£

Eth

#LEE

REZD (FA)/BED
RERE
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Six months ended June 30,
BERA=THLXEA
2019
“Z-hE
RMB’000
AR¥T
(Unaudited)
(REER) ( ?
Re-presented
BHE5
Note 2.2
FtzE2.2

Z—N\E
RMB'000

Note
Wizt

247,857 174,045
(166,735) (251,818)
- (157)
84,085 138,356
24 165,207 60,426
(18,507) (18,477)
(26,982) (187,881)
(4,715) (3,199)

- 17,649

- 2,560

- 183,768

- 110,228

- 70,968

- (72,515)

- (7,129

- 284,589

- 729
(64,539) 289,731
(114,743) 671,021




condensed Interim Consolidated
Statement of Cash Flows (Continued)

PSR ERER (&)

Six months ended June 30,
BEAA=TRHIEAEA

2019 2018
—E-NE —2-N\F
RMB’000 RMB'000
AR®T R ARETT
(Unaudited) (Unaudited)
(REER) )

Re-presented
325
Note 2.2
KizE22

Cash flows from financing activities Eﬂﬁ%iﬁﬂ’ﬂﬁﬁ;ﬁi
g

Continuing operations
Proceeds from borrowings ﬁ%ifxﬁﬁ?—%? 525,332 785,549
Proceeds from issue of convertible bonds 47 TR B A FTS 2R - 275436
Repayments of borrowings BEER (44,074) (187,248)
Repayments of 2018 senior note BR2018ELZE - (1,150,179)
Repayments of 2019 senior note BR2019E%EE (516,424) -
Proceeds from allotment of new shares i elka 23,682 -
Payment of loan arrangement and other fees (L H B RIS E R (31,462) (82973)
Decrease in other payable HipERZRD - (63,844)
Payment of lease liability XSS (6,249) -
Discontinued operations RIEEE (19,537) (431,214)
Net cash outflow from BETBHEANRSTE

financing activities (68,732) (844,473)
Net decrease in cash ReRBSEBUNEDTE

and cash equivalents (18,268) (113,026)

— Net decrease included in cashand cash ~ — B & TE BB R EIA B BT 75
equivalents per the condensed interim HARNE SRR &

consolidated statement of EZEMTORL R
financial position (18,277) (113,026)
—Netincrease included inthe assetsof ~ — BAEREBENRELEE
disposal group classified RS INFE
as held for sale 9 -
Cash and cash equivalents at beginningof BB 4 RB L BN
the period 28,115 132,172
Effects of exchange rate changesoncash B4 MBS ENMER BRNTE
and cash equivalents 511 64,450

Cash and cash equivalents atend of ~ BIABELRELZEY
the period 10,349 83,59

The accompanying notes on page 68 to 148 are an &[5 68 B = 148 B » Wi 5% /5 7N A5 B HY
integral part of this condensed interim consolidated & GfBI &K B RREEE S o
financial information.
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Notes to the Condensed Interim
consolidated Financial Information

AP St AR

GENERAL INFORMATION

MIE Holdings Corporation (the “Company”) and
its subsidiaries (together, the “Group”) are
principally engaged in the exploration,
development, production and sale of oil, gas and
other petroleum products in the People’s
Republic of China (the “PRC") under production
sharing contract (the “PSC”) and in the
exploration, development and holding interests
in petroleum and natural gas properties directly
and through investments in other partnership
holdings in the oil and natural gas properties or
related production infrastructure in Canada. The
Group also participates as associates in the
exploration, development and production of
petroleum assets located in the Republic of
Kazakhstan (the “Kazakhstan”) and the northern
part of the South China Sea in the PRC.

The Company is a limited liability company
incorporated in the Cayman Islands. The address
of its registered office is Maples Corporate
Services Limited, P.O. Box 309 Ugland House,
Grand Cayman KY1-1104, Cayman Islands.

The Company’s shares were listed on the Stock
Exchange of Hong Kong Limited on December
14, 2010.

The condensed interim consolidated financial
information is presented in Renminbi (“RMB")
unless otherwise stated. The condensed interim
consolidated financial information was
authorized for issuance by the board of directors
of the Company (the “Board of Directors”) on
August 30, 2019.

This condensed interim consolidated financial
information has been reviewed by the Audit
Committee of the Company but has not been
reviewed or audited by the Company’s auditor.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

BASIS OF PREPARATION

This condensed interim consolidated financial
information for the six months ended June 30,
2019 has been prepared in accordance with
International Accounting Standards (“IAS") 34
“Interim Financial Reporting”. The condensed
interim consolidated financial information should
be read in conjunction with the annual financial
statements for the year ended December 31,
2018, which have been prepared in accordance
with International Financial Reporting Standards
("IFRSs") issued by the International Accounting
Standard Board (“IASB").

2.1 Going concern

In the recent years, the Group's
performance was significantly affected by
the relatively low commodity prices of oil
and gas and the high borrowing costs for
general funding and re-financing purposes.
During the period, the Group incurred a
net loss of RMB597.2 million, which
comprised of losses of RMB363.5 million
from continuing operations and RMB233.7
million from discontinued operations.

R
HE-Z—NAENA=1+HILARE
REEMEBRRBEEHTBERE
REBBR S AR5 34 5% [ HIR 7%
HwE R - AEBEPHEHTBE
HNEREEZ—_T—-N\F+_A=+—
B FEMEE I BRE — 050 -
R BHRERERERABR ST ENE
BeREMHEBRIEHREEARFR
E’\]o

21 HEEE

MFER - AEENEEZEA
MR AR KR R ER
AER—BRMBREBNRE
BERANBETZE - KN
- AEEFERARE597.2
BEL EPBEAKHELE
R EREEEMEENER
ARB3ISHETRARK
2337EETT °
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Notes to the Condensed Interim

consolidated Financial Information

AP St AR

2. BASIS OF PREPARATION 2.

(Continued)

2.1 Going concern (Continued)
As at June 30, 2019, the Group had a
shareholders’ deficit of RMB2,224.1 million
and the Group’s current liabilities and
liabilities of disposal group classified as
held for sale exceeded its current assets
and assets of disposal group classified as
held for sale by RMB2,116.6 million.
Included in the current liabilities and
liabilities of disposal group classified as
held for sale as at June 30, 2019 were:

(i) private notes totaling US$68.0
million (the “Private Notes") (see (a)
below);

(i) public notes of HK$340.0 million
(“Public Notes") (see (b) below),

(i) a borrowing of US$60.0 million,
repayable on demand (“On-Demand
Borrowing”) (see (c) below); and

(iv) a term loan facility of US$100.0
million (approximately RMB687.5
million) (the “Maple Energy Loan")
advanced to the disposal group,
Maple Energy Investments Limited
(formerly known as Maple Marathon
Investments Limited) ("Maple
Energy”) (see (d) below).
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

2. BASIS OF PREPARATION 2.

(Continued)
2.1 Going concern (Continued)

WREER)

2.1 SEEE (|)

In addition, as at June 30, 2019, the Group
had non-current borrowings of
RMB2,113.9 million, the principals of which
were all repayable more than twelve
months from the period end in accordance
with the respective borrowing agreements.
The Group only had cash and cash
equivalents of RMB10.3 million as at June
30, 2019, which were mostly dominated in
US dollars.

As at June 30, 2019 and up to the date of
approval of this interim financial
information, the Group did not commit any
events of default, cross-default or breach
of covenants and restrictive terms and
conditions stipulated in the borrowing and
financing agreements entered into by the
Group.

The above conditions indicate the
existence of material uncertainties which
may cast significant doubt regarding the
Group's ability to continue as a going
concern.

B RZZFE—AEFEXA=T
A A&EENIERDERESHE
BARB21139EETT - B
EEMERRZE  EEX&H8
BF_EAEE - N=_F—h
EXNAZTAH £ERE MR
CEEMEBEAARK103E
B BETEAXT -

BE_Z-NAFRA=THAER
BEMEAPHMBEENAR
b AR ERT SR R
AW WARBEEEME
B RXENIERRZY R
IR AN R ROF IR -

B R BN E B EXTHEE
HE - A RERELE
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Notes to the Condensed Interim

consolidated Financial Information

AP St AR

2. BASIS OF PREPARATION

(Continued)

2.1 Going concern (Continued)
In view of such circumstances, the
Directors have given careful consideration
to the future liquidity and performance of
the Group and its available sources of
financing in assessing whether the Group
will have sufficient financial resources to
continue as a going concern, and have
taken the following measures to mitigate
the liquidity pressure and to improve its
cash flows:

(@  To fund the exchange offer of the
senior notes of US$315.9 million (the
"2019 Senior Notes") announced by
the Company on March 1, 2019 and
completed on April 15, 2019, and
repayment of the remaining 2019
Senior Notes upon maturity, the
Company issued private notes (the
“Private Notes”) totaling US$68.0
million (equivalent to approximately
RMB457.5 million) on April 12, 2019.
The Private Notes are redeemable
on April 12, 2020, but are subject to
mandatory early redemption upon
the repayment of all or part of the
Public Notes by the Group as
defined in (b) below.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

2. BASIS OF PREPARATION

(Continued)
2.1 Going concern (Continued)

(0)

As detailed in Note 11, the
convertible bonds issued by the
Company of HK$340.0 million
(equivalent to approximately
RMB299.1 million) were redeemable
on January 26, 2021, and secured
against the shares of Maple Energy
(see (d) below). The terms of the
convertible bonds were amended
on January 22, 2019, February 27,
2019 and April 12, 2019, respectively
(referred to as the “Public Notes”
after the amendment), whereby

(i) the conversion rights to the
Company's shares were
cancelled;

(i) the related exercise date of
the put option for redemption
(“Put Option”) was changed
from January 26, 2019 to any
date on or after March 15,
2019 until maturity;,

While management of the Company
will continue its efforts in persuading
the holder not to exercise the Put
Option until the Group has the
financial resources to repay the
Public Notes, based on the latest
communications with the holder of
the Public Notes, there is no
indication that the holder has any
current intention to exercise the Put
Option until the charges over the
shares of Maple Energy are required
to be released for the completion of
the Maple Energy Disposal as
defined under (d) below.

WREER)

21 BEREE)
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Notes to the Condensed Interim

consolidated Financial Information
S O E R &

2.

BASIS OF PREPARATION

(Continued)
2.1 Going concern (Continued)

©

The Company will continue its
ongoing efforts in convincing the
lender of the On-Demand Borrowing
of US$60.0 million (equivalent to
approximately RMB412.5 million)
which is scheduled to be repaid in
full on February 1, 2020, not to
exercise its contractual right to
request the Company for early
immediate repayment of the
principal amount and any accrued
interest prior to the scheduled
repayment date. Based on latest
communications, there is no
indication that the lender has any
current intention to exercise its right
to demand immediate repayment.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

2. BASIS OF PREPARATION
(Continued)
2.1 Going concern (Continued)

(©)]

The Company entered into an
agreement on September 24, 2018
with Far East Energy International
Limited (“Far East Energy” or the
“Purchaser”), a company wholly
owned by Mr. Zhang Ruilin, the
Chairman and controlling
shareholder of the Company, to sell
its entire 100% equity interest in
Maple Energy (the “Maple Energy
Disposal”) to mitigate the liquidity
pressure of the Group. According to
the disposal agreement, the
completion of the Maple Energy
Disposal requires, amongst other
procedures, settlement of US$ 150.0
million to the Company by Far East
Energy; and that the Maple Energy
Loan of US$100.0 million
(approximately RMB687.5 million)
due on September 6, 2019 should
be retained by Far East Energy for
repayment. The completion date of
the Maple Energy Disposal was
originally January 31, 2019 and has
now been extended to September
30, 2019, through a supplemental
agreement dated January 30, 2019.
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consolidated Financial Information
R P S O S E R T

2.
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BASIS OF PREPARATION

(Continued)
2.1 Going concern (Continued)

(©)]

(Continued)

Management of the Company will
continue its efforts in
communicating with the buyer and
monitoring the completion of the
Maple Energy Disposal in
accordance with the agreements. To
the best knowledge of the Directors,
the Maple Energy Disposal is
expected to be completed in the
near future.

The Group will also continue to
generate operating cash flows and
actively seek other alternative
financing, including borrowings and
proceeds from disposal of assets or
business, to finance the settlement
of its existing financial obligations
and future operating and capital
expenditures.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

BASIS OF PREPARATION
(Continued)
2.1 Going concern (Continued)

The Directors have reviewed the Group’s
cash flow projections prepared by
management, which cover a period of not
less than twelve months from June 30,
2019. They are of the opinion that, taking
into account the above-mentioned plans
and measures, the Group will have
sufficient working capital to finance its
operations and to meet its financial
obligations when they fall due within the
next twelve months from the end of the
reporting period. Accordingly, the
Directors are satisfied that it is appropriate
to prepare the consolidated financial
statements on a going concern basis.

Notwithstanding the above, significant
uncertainties exist as to whether the
management of the Company will be able
to achieve its plans and measures as
described above. Whether the Group will
be able to continue as a going concern
would depend upon the following:

(i) successful completion of the Maple
Energy Disposal in the near future to
mitigate the liquidity pressure of the
Group so that the remaining debt
and other obligations of the Group
will be fulfilled upon the respective
due dates; and that the Maple
Energy Loan will be retained by Far
East Energy for repayment in
accordance with the disposal
agreement such that the Group
does not need to obtain additional
sources of financing to repay such
loan upon the due date.
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BASIS OF PREPARATION
(Continued)
2.1 Going concern (Continued)

(i)

(iif)

the holder of the Public Notes not
exercising the Put Option prior to
the completion of the Maple Energy
Disposal; in order not to trigger
earlier redemption of the Public
Notes and the Private Notes;

the lender of the On-Demand
Borrowing due to be repaid on
February 1, 2020 not exercising its
right to demand immediate
payment;

the Group's ability to continuously
comply with the terms and
conditions of all the outstanding
borrowings and financing
agreements and to successfully
negotiate with the lenders to obtain
waivers or to revise the existing
terms and conditions as and when
needed such that the existing
borrowings and financing will
continue to be available to the
Group; and

the Group's ability to generate
operating cash flows and obtain
additional sources of financing,
other than those mentioned above,
to finance the Group's oil exploration
and production businesses and
other funding needs.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

2. BASIS OF PREPARATION
(Continued)

21

2.2

Going concern (Continued)

Should the Group fail to achieve the
above-mentioned plans and measures, it
might not be able to continue to operate
as a going concern, and adjustments
would have to be made to write down the
carrying value of the Group's assets to
their recoverable amounts, to provide for
any further liabilities which might arise,
and to reclassify non-current assets and
non-current liabilities as current assets
and current liabilities. The effect of these
adjustments has not been reflected in the
condensed interim consolidated financial
information.

Re-presentation of comparative
figures

The Directors regard the North America
segment as discontinued operations in
accordance with IFRS 5 “Non-current
Assets Held for Sale and Discontinued
Operations” (“IFRS 5”) in this condensed
interim consolidated financial information.
The comparative information of this
condensed interim consolidated financial
information has been re-presented on a
consistent basis.
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Notes to the Condensed Interim
consolidated Financial Information

AP St AR

SIGNIFICANT ACCOUNTING
POLICIES

Except as described below, the accounting
policies applied in the preparation of this
unaudited condensed interim consolidated
financial information are consistent with those
used in the preparation of the annual financial
statements for the year ended December 31,
2018.

New and amended standards adopted
by the Group

A number of new and amended standards
became applicable for the current reporting
period, and the Group had to change its
accounting policies and make retrospective
adjustments as a result of adopting IFRS 16
"Leases”.

The Group has adopted IFRS 16 retrospectively
from January 1, 2019, but has not restated
comparatives for the 2018 reporting period, as
permitted under the specific transitional
provisions in the standard. As such, the
reclassifications and the adjustments arising
from the new leasing rules are therefore
recognised in the opening balance sheet on
January 1, 2019.

The impact of the adoption of the leasing
standard and the new accounting policies that
have been applied from January 1, 2019 are
disclosed in the Note 27. The other standards
did not have any impact on the Group’s
accounting policies and did not require
retrospective adjustments.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

ESTIMATE

The preparation of interim financial information
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 this condensed interim consolidated
financial information, 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,
2018, except for those changes from adoption of
IFRS 16 as disclosed in Note 27.

FINANCIAL RISK MANAGEMENT
(a) Financial risk factors
The Group's activities expose it to a variety
of financial risks: market risk (including
currency risk, fair value interest rate risk
and price risk), credit risk and liquidity risk.

The condensed interim consolidated
financial information does not include all
financial risk 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,
2018.

There have been no changes in the risk
management department or in any risk
management policies since the year-end.

11
AT BN BERNEZRERES Y
B BRNERAMMBEEEM
BEN R BRI FIET - fhET
RS - ERAERIG BB E[HET
BB

TE 4 21t S B AR R B OF B 75 & R
K ERERAAEESBURRNE
o B 2B K H TR 5N RE E M A
BRR BEHE_T-NF+=A
=+ —HBULEFEEHUBREME
FBIARR - M A B R B A 3R 5 42 Al
BN BRI - LAMTFE27FTR ©

MERBER

(a) MBERER
AEENEBHATZZENY
BRER: THER(EEEX
Rk 2R EENERRRE
®EE) - E R ER R E T
R

BT AU BAEMLRE
EEEMBRERRENE Y
BERERESEE -t
HUMBANEEASERE -
Z-N\FE+ZA=+—BILF
EHFEFBIRE—H50E -

BEENR - BB EZHIIR
BB E R R Y R -

M EERIZRERAT » —T—hEFHHE 81



Notes to the Condensed Interim

consolidated Financial Information
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5.
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FINANCIAL RISK MANAGEMENT
(Continued)
(b) Liquidity risk

(c)

Compared to December 31, 2018, there
was no material change in the contractual
undiscounted cash outflows for financial
liabilities except for additional short-term
borrowings in total amounting to
RMB525.3 million and repayment of long-
term borrowings in total amounting to
RMB516.4 million, short-term borrowings
in total amounting to RMB44.1 million
(Note 17).

Fair value estimation

(i)  Fair value hierarchy
The table below analyses financial
instruments carried at fair value, by
valuation method. The different
levels have been defined as follows:

. Quoted prices (unadjusted) in
active markets for identical
assets or liabilities (Level 1),

. Inputs other than quoted
prices included within level 1
that are observable for the
asset or liability, either directly
(that is, as prices) or indirectly
(that is, derived from prices)
(Level 2); and

. Inputs for the asset or liability
that are not based on
observable market data (that
iS, unobservable inputs) (Level
3).
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R B RE

FINANCIAL RISK MANAGEMENT 5. BERREER(E)
(Continued)
(c) Fair value estimation (Continued) (c) DRBEEMHFGE)

()  Fair value hierarchy (Continued) () 2AEEERE

The following table presents the
Group's financial assets and
liabilities that are measured at fair

TREJNAEER-F
—NEFERA=THUR
REEAENSREE

value at June 30, 2019. MepBEE -

level1  Level2  Level3 Total
E-ER

F2ER
RMB'000  RMB'000
ARETR  ARETR

FZER @it
RMB'000  RMB'000
ARBTL ARETR

AsatJune 30, 2019 (Unaudited) ~ R=Z-AEAR=1H

(REEH)
Financial assets SHEE
Financial assets at fair value through M4 BIEEH 8 B REH:EH A
other comprehensive income (FVOC): ~ EftiisANEHLREE :
— Equity investments —RaRE - - 46,135 46,135
— Debt investments —ERiRE - - 2231 2231

- - 48,366 48,366

Asat June 30, 2019 (Unaudited) ~ R=F-h&AB=1H

(REEH)

Financial liabilities SHEE
Financial liabiities at fair value through b2 % EfEZH 2 B E S & A
profit or loss (FVPL) EHERNERAR
— Public Notes (Note 11) — RAES (1) - -

351477 351477

351477 351477
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5. FINANCIAL RISK MANAGEMENT 5.

(Continued)
Fair value estimation (Continued)
Fair value hierarchy (Continued)
The following table presents the
Group's financial assets and
liabilities that are measured at fair
value at December 31, 2018.

(c)

@M

As at December 31, 2018
(Audited)

Financial assets
Financial assets at FVPL

— Equity investments
Financial assets at FVOC

— Equity investments
— DeDt investments

As at December 31, 2018
(Audited)

Financial liabilities
Financial liabilities at FVPL

— Convertible bonds (Note 11)

R-B-NE+ZA=1-H
(E#1)

tHEE

AR BEFBAERTHA
EHRRNSRAE
—BERA
NRAEEFEEAREHA
AfFANEnERER
—EERA

—EBRE

RZB-NE+ZA=1-8
(B2H)

SHER

AR BB EAEEDTA
EHERNLRAR

— aRES (1)
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

5. FINANCIAL RISK MANAGEMENT

(Continued)

(c)

Fair value estimation (Continued)
Fair value hierarchy (Continued)
There were no transfers between
level 1, 2 and 3 during the period.

0}

@

Financial instruments in Level 1

The fair value of financial
instruments traded in active
markets is based on quoted
market prices at the end of
reporting period. A market is
regarded as active if quoted
prices are readily and regularly
available from an exchange,
dealer, broker, industry group,
pricing service, or regulatory
agency, and those prices
represent actual and regularly
occurring market transactions
on an arm’s length basis.

5. MBEREEE(R)

(c) LREEME )
DMRBEEER(H)
rHEE— — ZE
R -

(M

@)

EE—ERNSH
THE

EEBRMEPRS
MER T ENRE
HAMAABEY
RIS RE ° W
MSMESRTH
"R K
A TTE
e EERBEH
BREEREE
15 BIZERAR
BB REERE
EMTIHERS - 8
ZMBRAERT
3£ o

Ml BSRZRERAR « —T—hFhHmeE 85



Notes to the Condensed Interim
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5. FINANCIAL RISK MANAGEMENT

(Continued)

(c) Fair value estimation (Continued)
(i)  Fair value hierarchy (Continued)

)
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Financial instruments in Level 2

The fair value of financial
instruments that are not
traded in an active market (for
example, over-the-counter
derivatives) is determined by
using valuation technigues.
These valuation techniques
maximize the use of
observable market data where
it is available and rely as little
as possible on entity specific
estimates. If all significant
inputs required to fair value an
instrument are observable,
the instrument is included in
level 2. If one or more of the
significant inputs is not based
on observable market data,
the instrument is included in
level 3.

5.

MERBEE (R)
(c) LREEMEGE)
i) RAAEEERE)

(0)

EE_EBHRHEE
TA
REEERTISE
ENESRTAM
WIZIMTHETR)
R A EEF R
BEHIETE - HE
BiTRERAT#H
EaTRE & @
B) BELKRE
FEMRFEME -
mEtE ST AR
ARAEEMRHET
BERGABAEH
REE - AlZeR
TERBREZE
Mo N—IENZIR
| AN FERIE
EEMSEE
AlZeMTARE
REZEBH -
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consolidated Financial Information

AP S Gt AR

5. FINANCIAL RISK MANAGEMENT
(Continued)
(c) Fair value estimation (Continued)

0}

(i)

Fair value hierarchy (Continued)
() Financial instruments in level 3

With respect to the level 3 fair
value measurement for the
Group's financial assets at fair
value that are unlisted equity
investments and debt
investments with no active
market exists, the Group's
finance department
benchmark to the market
price of certain comparable
listed companies within the
same or similar operation/
industry and apply certain
adjustments/discount for non-
marketability.

Valuation techniques used to
determine fair values

Specific valuation techniques used
to value financial instruments
include:

. the use of quoted market
prices or dealer quotes for
similar instruments

. other valuation techniques,
such as binomial model is
used to determine the fair
value of the Public Notes
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SEGMENT INFORMATION
Management has determined the operating
segments based on the reports reviewed by the
Board of Directors which are used for resources
allocation and performance evaluation.

The Board of Directors considers the business
performance of the Group from a geographic
perspective being the PRC and North America.
The PRC segment derives its revenue
substantially from the sale of oil. Such revenue is
mainly realised from the sale of the Group’s
share of crude oil to PetroChina Company
Limited (“PetroChina”) pursuant to respective
PSCs. The North America segment derives its
revenue mainly from the sale of oil and natural
gas in Canada.

The Board of Directors assesses the
performance of the operating segments based
on each segment’s operating result.
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A T B & Of A S B R B RE

6. SEGMENT INFORMATION 6. DERIRE(48)
(Continued)
For the six months ended June 30, 2019: BHE-_ZT-hFEA=+HLAE
AHAM -

Corporate
North and other

PRC America segments Total
aiR

H kx Hib A5 by

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETn ARETR AR%Tn
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER)  (REER)  (REER)

From continuing operations RREELE

Segment revenue ABKE 358,431 - - 358,431
Depreciation, depletion and TE  fEREH

amortization (168,403) - (2,257) (170,660)
Taxes other than income taxes BB (FrEHmoN) (M218)

(Note 18) (1,911) - (1,874) (3,785)
Employee benefit expense STHMRA (31,061) - (26,650) (57,711)
Purchases, services and other 78 BB REMERRA

direct costs (52,780) - - (52,780)
Distribution costs HET (7,814) - - (7,814)
General and administrative expenses  EI2 % (7,094) - (46,567) (53,661)
Provision of impairment losseson £ BEAEREN T FE

financial assets, net - - (22,336) (22,336)
Impairment charges BERERX - - (4,740) (4,740)
Other gains/(losses), net HtFE/(BX), FE 2,386 - (40,935) (38,549)
Finance income BB 12 - 7137 7,149
Finance costs HBER (55,064) - (239,598) (294,662)
Profit/(loss) before income tax ~ BRFTEHATIE/(FE) 36,702 - (377,820) (341,118)
Income tax expense FERER (22,234) - (180) (22,414)

Profit/(loss) for the period from TEREELHE
continuing operations I/ (B18) 14,468 - (378,000 (363,532)

From discontinued operations  FR& L&
Loss for the period from discontinued - B34 & 518
operations - (233,692) - (233,692)

Profit/(loss) for the period REFE/ (F8) 14,468 (233,692)  (378,0000  (597,224)
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6. SEGMENT INFORMATION 6. DERIRE(4E)
(Continued)
As at June 30, 2019: N—E—HEXA=+AH:

Corporate
North and other

PRC America segments Total
BER

HEl % Rt % gt

RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR ARETR AR®TR
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(REEHR)  (RBER) (REER) (REEHR)

Total assets agE 1,995,174 5,023,710 977,790 7,996,674

Total liabilities BEE 1,546,559 4,613,260 4,060,909 10,220,728
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A T B & Of A S B R B RE

6. SEGMENT INFORMATION 6. DERIRE(48)
(Continued)
For the six months ended June 30, 2018: HE_Z—NFEXNA=Z1THLNE
AHAM -

Corporate
North and other
PRC America segments Total

HE pIFES &5t
RMB' 000 RMB’ 000 RMB’ 000
ARETT ARETR ARETR ARETR
(Unaudited)  (Unaudited) (Unaudited)
%) ( %) %)
Re-presented  Re-present
B ERiE]

From continuing operations BREELE

Segment revenue il e 333,273 - - 333,273
Depreciation, depletion and TE  fEREH

amortization (150,061) - (105) (150,166)
Taxes other than income taxes W (FEHIRN) (HFE18)

(Note 18) (2,399 - (4,567) (6,966)
Employee benefit expense STHMRA (26,609 - (73976) (100,585)
Purchases, services and R REREMERRA

other direct costs (45,436) - - (45,436)
Distribution costs HEIM (7219) - - (7219)
General and administrative expenses  EI2 % (8,234) - (26,637) (34,871)
Reversal of impairment losseson £ BEERELER - FE

financial assets, net 12,755 - 71,978 84,733
Impairment charges EERERL = = (3,194) (3194)
Other gains/(losses), net s/ (BX) - FE 2,602 - (16,099) (1349)
Finance income BIBIMA 68 - 27,318 27416
Finance costs HBER (45,310 = (208,759) (254,068)
Share of losses of investmentsin-+~ AEBEPERENER

associates #ingE = = (8972 (8,972)
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A T B & Of A S B R R

6. SEGMENT INFORMATION 6. HEPIRE (1)
(Continued)
Corporate
North and other
PRC America segments
HE bl
RMB' 000 RMB' 000 RMB’ 000 RMB’ 000
ARETT ‘ T ARETT ARETRH
udited)
8 ’T%-‘ ? »’.:‘
Re-presented
25 ERiEY]
Profit/(loss) before income tax ~ BRETEHAIRE /(&) 63,434 - (242.981) (179,547)
Income tax (expense)/credit FrisH (BA) /i (19,20 - 2,465 (16,736)

Profit/(loss) for the period from TERELLHE
continuing operations ME/ (58 44,233 - (240,516) (196,283)

From discontinued operations ~ FR&K L&
Loss for the period from discontinued 7K B8 | HE & 518
operations - (324,970) - (324,970)

Profit/(loss) for the period rHFE/ (F8) 44233 (324.970) (240,516) (621,253)
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Ccondensed Interim
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B P S Ot B E R T

SEGMENT INFORMATION 6.

(Continued)
As at December 31, 2018:

5 BB (1)

RZE-NF+ZA=+—8H:

North Corporate

PRC America  and others Total

FE x  EHREM @it

RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETR

(Audited) (Audited) (Audited) (Audited)

(&&%) (E=E%) (&=%R) (&ER)

Total assets BEE 2,129,227 5,105,887 1,009,785 8,244,899

Total liabilities #EefE 1,459,940 4,533,584 3,943,392 9,936,916
All segment information above represents MOFREELRBELH2HE

segment results after elimination of inter-
segment transactions, which primarily include
interest income or expense from intra-group
accounts and loans.

The revenue reported to the Board of Directors
is measured consistently with that in the
consolidated statement of comprehensive
income. The amounts provided to the Board of
Directors with respect to total assets and total
liabilities are measured in a manner consistent
with that of the consolidated financial
statements. These assets and liabilities are
allocated based on the operations of the
segment and the physical location of the asset.

Ml BERZIRERAR ¢ —F—

x%%ﬁﬁz&ﬂ’]‘f%@i&ﬁﬁlm N
ZF‘%&%IE’E%ZK%IW’&TEE
B R RE £ T B WA ST
&

AAABEETERENWRENGTE
TRBEAHEERARNITENA
—H - MARREEERUEHARE
REBERENBIERA G
WERNAETE B WERERE
BREDHBNEEMEENER L
BN -
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A T B & Of A S B R R

6. SEGMENT INFORMATION 6.
(Continued)

Timing of revenue recognition U A #E 2 s

At a point in time R R

— Sales of oil and gas — WERHAEKXAR

— Provision of services and —IRERE R EM
others

For the six months ended June 30, 2019, total
revenue from crude oil and gas sales in the PRC
amounting to RMB355.1 million (Six months
ended June 30, 2018: RMB333.3 million) are
derived solely from PetroChina. Crude oil sales
revenues from PetroChina accounted for 99.1%
of the Group's total revenue from continuing
operations for the period (Six months ended
June 30, 2018: 100%).
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SEEE(E)

Six months ended June 30,
BZEASA=1+HILAKEAR
2019 2018
—ZE-hF T N\F
RMB’000 RMB'000

AR%T ARBFIT
(Unaudited) (Unaudited)
(RBEX) (RigEZ)
Re-presented

BH27

355,058 333,273
3,373 -
358,431 333,273

BHE_Z-hAFENA=1THLAHE
AER - AEBERBENFEBMARA
AEERACBEAARBISGIES
T(EHEZZ-—NAFRXA=ZF+HLER
& A HAR - ARM3333E5E )Y
BIEL P A RBEHUA - AREIYH
A EUE R R IR A AR B
BRELEBRANOIN(BE-F
—NERNA=Z+BLAEARHME:
100%) °
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PROPERTY, PLANT AND 7. ABE -IBRZMWLRER
EQUIPMENT AND INTANGIBLE gE
ASSETS

Property, plant Intangible
and equipment assets
FHE -

IHRRME BYEE
RMB'000 RMB'000
AR®TR ARBT R

Six months ended June 30, 2019 (Unaudited)
BE_ZE-AFAA=THLEAEABHE CREER)

Opening net book amount as “E-NF-A-RED

at January 1, 2019 RmFE 1,798,839 137,351
Additions Zm 34,410 -
Disposals RBE (11) -
Depreciation and amortization — HELEHEER

charges (155,168) (10,856)

Closing net book amount as —Z-AfEXA=tEHXK
at June 30, 2019 REFE 1,678,070 126,495

Six months ended June 30, 2018 (Unaudited)
BE_ZE-\FAA=THLEAEABHE CREER)

Opening net book amount as —E-\F-A-REN

at January 1, 2018 REFE 7,719,859 708,193
Exchange differences EXER (239,825) (28,082)
Acquisition L 221,870 140,013
Additions Em 110,505 -
Disposals BE (1,168,742) (34,5871)
Lease expiries 45 (12,903) -
Depreciation and amortization ~ HELEHER

charges
— Continuing operations —BEgd (149,257) (3,509)
— Discontinued operations — R (234,395) -

Closing net book amount as —Z—-\fXA=1RHK
at June 30, 2018 BRE A 6,247,112 782,034
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8. PREPAYMENTS, DEPOSITS AND 8. WARE FRELERHMEL
OTHER RECEIVABLES =

As at
)i
June 30,  December 31,
2019 2018
—E-hE —ZT-N\F

ARA=tH tZA=1—H
RMB'000 RMB'000
AR®ET T ARETIT
(Unaudited) (Audited)
(REEX) (&%)

Amounts due from related parties fEUs B 5 218

— Palaeontol B.V. — Palaeontol B.V. 895,633 886,901
— Others —Hu 36,659 32,558
Loans and deposits to third B¥E=HHEZH
parties REE 135,278 135,075
Other receivables Hofth JEUR 354,963 352,020
Consideration receivables from  FEUE & F 2 ) i
disposal of subsidiaries EER 333,093 332,535
Deposit RES 77,339 77,205
Interest receivable FEU T B 550 549
Advances to employees ETHERAE 17,027 8,460
1,850,542 1,825,303
Less: loss allowance B IBREE (930,345) (906,358)
920,197 918,945
Prepaid expenses FEER 28,963 46,955
Advances to suppliers BRI 158,706 159,764
Less: loss allowance B BREE (153,417) (153,417)
954,449 972,247
Current k) 570,812 615,035
Non-current IERED 383,637 357,212
954,449 972,247
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PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES (Continued)

Note (a):

The maximum exposure to credit risk at the reporting date is
the carrying value of each class of prepayments and other
receivables mentioned above. The Group does not hold any
collateral as security.

TRADE AND NOTES RECEIVABLES
The aging analysis of trade and notes receivables
is as follows:

Up to 30 days LR 30H
31-180 days 31ZE180H
Over 180 days %5180 H

The Group's trade receivables have credit terms
of between 30 days to 180 days.

Notes receivable are bank acceptance with
maturity dates within six months.

The fair value of trade and notes receivables
approximates their carrying amount.

ARE - RESRHEMERK

® (&)
GEAOE

RIER - RANEARRKO B LR
EBRRN REMBERAIREEE - ARET
RHAEEUERRRERER -

U IR = B FE U R 38
JE M5B R % R L 2= R A B R 0 AT
JRINR

As at
i

June 30, December 31,
2019 2018
—E-hE —E-N\F
~A=+H +=ZA=+—H
RMB’'000 RMB'000
AR%T ARETTT
(Unaudited) (Audited)
(REERK) (l2&z)
66,438 66,862
815 1,000
1,942 1,929
69,195 69,791

AEBEMEUEFRNERHRIOX
£180K °

EUZEABBMAENEA LA
RITAR R

U ER R ERREN AR BER
HIRHE SRR -
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10. DISPOSAL GROUPS CLASSIFIED AS

HELD FOR SALE AND

DISCONTINUED OPERATIONS

The assets and liabilities related to the Maple
Energy Disposal have been classified as held for
sale in the financial statements for the year
ended December 31, 2018 by the Board of
Directors. As at June 30, 2019, the Board of
Directors considered that the criteria of held for
sale under IFRS 5 “Non-current Assets Held for
Sale and Discontinued Operations” (“IFRS 5") are
still met and therefore the assets and liabilities
related to the Maple Energy Disposal would
continue to be classified as held for sale.

In accordance with the requirements of IFRS 5,
as at June 30, 2019, where the disposal group
continues to be classified as held for sale, the
assets and liabilities related to the Maple Energy
Disposal as disposal group should be
remeasured at the lower of its carrying amount
and the fair value less cost to sell at the
reporting date following initial classification as
held for sale. As at June 30, 2019, the fair value
less costs to sell is higher than the carrying
amount of the assets and liabilities of the
disposal group.

As Disposal Group represents the majority of the
Group's North American operation, the Disposal
Group is classified as discontinued operations in
accordance with IFRS 5 following initial
classification as held for sale. As required under
IFRS 5, the comparative information relating to
the discontinued operation has been re-
presented on a consistent basis accordingly.
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10.

FARENEEARKILESE

ARAREEGEHE-T—/\F+=
R=E+—RILFEMIBRERT &
Maple Energy HESETBBBNEE K
BEEBEENEARERE - RN
T—AFERNAZ+H  REERTE
MEREBESH — HEFERRKILE
KERIERBEE([HBEMBERE
ERESHR]) ARBEETERA
Maple Energy B ES=THHEBEMEE K
BENDATEREFENZRE  Bit
MEEDBEABEFE -

BEREERVBEREENESRHE
o RZZBE-HENA=ZTH KB
HEBWREARFERE - VBN E
AEAEFEEHEEA - EMaple
Energyia & 5 B /) & &= 1 & & & A
BREEEMALEER D SRR
RETEHFE - R-ZZT—NEXA
=+B AREEREERASRE
EMNEBANEENBENER®EEE -

HREEERRAKSENEZNIL
XER BEAVEIERFAR
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10. DISPOSAL GROUPS CLASSIFIED AS 10. BESFENESHRRILES

HELD FOR SALE AND (#8)
DISCONTINUED OPERATIONS

(Continued)

(a) Disposal groups classified as (a) HEFEHEER

held for sale

As at
i
June 30, December 31,
2019 2018
—®B-nF  —T)\F

AB=+H +ZA=+—H
RMB’000 RMB'000
AR¥T R ARETTT
(Unaudited) (Audited)
(REER) (&%)

Assets of Disposal Group REEANEE

Property, plant and equipment ~ REVE « TR &R 4,060,507 4,043,186
Intangible assets EVEE 640,364 614,635
Derivative financial instrument #7444 & T &

(Note (a)(i) (BI5E @)(0)) 36,379 148,563
Right-of-Use assets FREEE 26,887 -
Trade receivables FEUAR R 186,285 234,042
Prepayments, deposits and other 811718 ~ R E S & H A

receivables TEUTER 71,076 63,347
Cash and cash equivalents HeRASEEY 2,212 2,114

5,023,710 5,105,887
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10. DISPOSAL GROUPS CLASSIFIED AS 10. BESFEMNESHRRILES

HELD FOR SALE AND (#8)

DISCONTINUED OPERATIONS

(Continued)

(a) Disposal groups classified as (a) BEFENEEHEE)

held for sale (Continued)

Liabilities of Disposal Group

Trade and notes payables
Provisions, accruals and
other liabilities
Borrowings (Note (a)(iii)
Deferred income tax liabilities
(Note (a)ii)
Financial liabilities at fair value
through profit or
loss (Note (a)(iv)

Derivative financial instruments

(Note (a)(@)
Lease liabilities
Current income tax liabilities

Total net assets of the
disposal group

As at
i)
June 30, December 31,
2019 2018
—E-hEF —T-N\F
~AA=tR +=A=t+—H~
RMB’'000 RMB'000
ARETT ARETT
(Unaudited) (Audited)
(REEERZ) (&%)
REANEE
ERERREMNER 256,284 278,057
B BREAMEE
1,763,196 1,652,952
& (HEE @) 1,111,545 1,063,363
BIEFTEHARE
(PREE ()i)) 396,791 513,435
UAREEFEEHED
FPAEHEXNERAE
(FIZE @)Iv) 1,047,193 992,551
TEEmMIA
(BFEE@)(0)) 10,321 =
HEERE 27,296 =
BHRMEHAE 634 33,226
4,613,260 4,533,584
REAFEESE
410,450 572,303
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ARSI ER M

10. DISPOSAL GROUPS CLASSIFIED AS
HELD FOR SALE AND
DISCONTINUED OPERATIONS
(Continued)

Disposal groups classified as

held for sale (Continued)

(a)

Note:

(M

(ii)

(iiii)

Derivative financial instrument

The operational results and financial condition
of Canlin are largely dependent on the
commaodity prices received for its gas, oil and
NGL production. Commodity prices are
volatile due to global and regional factors
including supply and demand fundamentals,
inventory levels, weather, economic and
geopolitical factors. During the period ended
June 30, 2019, in order to mitigate commodity
price risk, Canlin has entered into a number
of financial derivative contracts, including WTI
Oil Contracts and AECO Gas Contracts, which
are accounted for at fair value through profit
or loss and not held for trading or speculative
purposes.

The fair value of commodity swaps contracts
are within level 2 of the fair value hierarchy.

Deferred income tax liabilities

The movement on the deferred income tax
account of the Disposal Group has been
charged to “Income tax credit/(expense)”.

Borrowings

Q)] Secured Revolving Facility
On September 29, 2017, Canlin
entered into a senior secured
revolving facility (the “Secured
Revolving Facility”) agreement with a
syndicate of banks in an aggregate
amount of C$210.0 million to finance
the acquisition. The credit facility
consists of a C$185.0 million revolving
syndicated facility and a C$25.0
million revolving operating facility.

10. FAFENEEARBILES

FRAENREMR(E)

B &

(M

(ii)

(iii)

fTESMIA

BB O 4 B R A B IS RO AR
RIE FBUARHE# & XA
F - FARBIERARERN
EmEE - AREESZIE
BHBEAE - BEHFEKE &
& BERMEBASRER
BRiEEARNTE - HEZ
T-NFRNA=THIEHME
RTREERERRR - BB
FIT—RISMITETAS
A BEAERERLE R
A RARAECORARA [ °
ZOTESBMITANAR BE
SHHSHHAZHER T
ERR S MIZHE BI5E -

ZEMEBRERNARBER
BRAABEFE_ER-

BB A M

BB AR SRR B 1
B [FHa Bl /(B A)] &
HEATHER -

B

0] BRRAERER
N o A
—+AhA - BBR—-X
BITMEFEI THEHE
ANNE2100E LW
EBRAEERBRER
(TEERERER]) -
RULRBBREES -
ERERBENEK
185.0 & & T K fE 3R 4R
BERMMNE250E 8
TCHIEIRICE B -
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A T B & Of A B5 B BB A

10. DISPOSAL GROUPS CLASSIFIED AS
HELD FOR SALE AND
DISCONTINUED OPERATIONS

10. SAFENEEERKILE
B(|)

(Continued)

(a) Disposal groups classified as (a) BEFEHEEHR(|)
held for sale (Continued)
Note (Continued): BT (48) :
(iii)  Borrowings (Continued) (i) A&
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(1

Secured Revolving Facility (Continued)
On June 30, 2019, the amended
syndicated credit facility consists of a

)

BREERER ()
RZF-AFRA=T
B e TR IR ME R

€$110.0 million (2018: C$120.0 million) BEBEME1008
revolving syndicated facility and a (=T —/)\:
€$15.0 million (2018: C$25.0 million) 12005 & L) BRI
revolving operating facility. EERMME1508 S

The revolving period of the Secured
Revolving Facility can be extended by
an additional one year at the request
of Canlin subject to the approval of
the majority of the syndicate lenders.
If the Secured Revolving Facility is not
extended, the aggregate principal
amount will convert into a one year
non-revolving term loan and any
remaining undrawn portion will be
cancelled.

The Secured Revolving Facility
provides advances by way of
Canadian prime rate loans, US based
rate loans, LIBOR based loans and
bankers’ acceptances. Canlin drew
loans bearing interest from 2.0% to
4.25% being a combination of
bankers’ acceptance rates and the
Canadian dollar offered rate plus
applicable margins determined by
Canlin's certain financial ratios during
applicable drawn down periods.

The Secured Revolving Facility is
secured by a demand debenture of
€$375.0 million providing for a first

R(ZF— /Mm%
B0EET) B RIRE
BEH -

BB ZERT - &IR
B BERAER—
F o MREREERE
RGEH - B ERER
BROE SRR 3
—FNE| B IETEIRA
EHER - BZERN
RERRE D 4 2 AP
H e

MEREERNEENR
FEEARAFEER
LIBOR B SR RNERT T 3 (B
ZRUBEMAR - MBE
FHRB2.0%E425%
ERBTERRERSEM
JURIE N E BB TEE A
RIMHME R LB
EREHEAFEERLY
HE -

ZERRBERERESR
HBE R IN375.08 B
T —EMERAREL

ranking security interest and floating RIBEBH A EEM
charge over all the assets and MEREFHIEME
properties of Canlin. R e
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10. DISPOSAL GROUPS CLASSIFIED AS 10. RS ENESHREILERE

HELD FOR SALE AND (48)
DISCONTINUED OPERATIONS
(Continued)
(a) Disposal groups classified as (a) BEFENEEHE(E)

held for sale (Continued)

Note (Continued): Fi & (48D -

(iii)  Borrowings (Continued) (i) B (&)

) Secured Revolving Facility (Continued) 1 HREEREZR(E)
The Secured Revolving Facility ERRBREEEER

contains standard commercial
covenants for credit facilities of this
nature and does not have any
financial covenants. Breach of any
covenant will result in default which,
if not remedied within specified time,
all principal and interest obligations
on the Secured Revolving Facility will
become due and payable
immediately.

The total interest and fees on the
Secured Revolving Facility of C$2.5
million (equivalent to RMB12.7 million)
was charged to the consolidated
income statement for the period
ended June 30, 2019.

Maple Energy Loan

On September 1, 2017, Maple Energy
entered into a loan agreement (the
“Loan Agreement”) with a third party
lender for a facility of US$100.0
million, with maturity on September 6,
2019, which may be extended for
another 2 years subject to the
consent from the lender. As at June
30, 2019, the carrying amount of the
Maple Energy Loan was 671.3 million.

EEEMEEREREN
BRERRGHRLBRE
R R - B RME
fo] 166 5K 5 48 B R B8
B MREBHEELRE
RERRAEY - B
REREEERNAE
B AR & LS A BN

FALENEE -

BRRIERERNFE
MBAEBEAME2S
BEBT(ZERARY
127881L) LEH
E-T-AEXNA=T
B IENE A s A Has
KPR ©

Maple Energy B 5k
—E—tFhA—A"
YE ® & A HMaple
Energy Bi88 = H BERA
BRITE@®|AET
10008 & T8 B &
#H(ERMBRED - 2
R-—Z—hEhAKA
- WAKERAR
BHAEHME o 1
—T-AFEXNA=+
B Maple Energy & &
HNEHSER/RARE
671.3BETT °
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10. DISPOSAL GROUPS CLASSIFIED AS 10. B FENESHEREILLERE

HELD FOR SALE AND (#8)
DISCONTINUED OPERATIONS
(Continued)
(a) Disposal groups classified as (a) BEFENEEHEE)
held for sale (Continued)
Note (Continued): B 5 (48) -
(iii)  Borrowings (Continued) (i) B (&)
2 Maple Energy Loan (Continued) @ Maple Energy B3k (%)

As described in Note 2.1, the Maple P EE2.1 Frid - Maple

Energy Loan borrowed by the Maple Energyf& A #Maple

Energy forms part of settlement Energy® - # Bk

arrangement of the consideration for Maple Energy ! & %18

the Maple Energy Disposal. As a B — 3 5 [l

result, Maple Energy Loan is included Maple Energy & X # 5k

in the liabilities of the Disposal Group DERBEFEREA
classified as held for sale and BEN—ED  LiFH
repayment of which is assumed by BRI -
the Purchaser.

As of June 30, 2019, the Maple Energy RZT—NFERA=+

Loan was secured as below: B * Maple Energy & 7

FEBUATEREERE
&

. share charge over all issued . Maple Energy
share capital of certain 2% F QR
subsidiary of Maple Energy; BT 2R

AEER

. Personal guarantees provided . oK 3 7R 5t A
by Mr. Zhang Ruilin, Ms. Zhao WIRZLR
Jiangbo and Mr. Zhao Jiangwei HIRTER
for Maple Energy Loan,; Maple Energy

Loan# 17 @ A
AR

. Account charge over certain . Maple Energy
bank accounts of Maple H)E 5 R 17 B
Energy to ensure the payment FIERER
of interest and principal when FICATE R E &
due. FEBMHAE R

FE o
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10. DISPOSAL GROUPS CLASSIFIED AS
HELD FOR SALE AND
DISCONTINUED OPERATIONS
(Continued)

Disposal groups classified as

held for sale (Continued)
Note (Continued):

(a)

(iv)

Financial liabilities at fair value through
profit or loss

On May 31, 2017, Canlin issued an aggregate
204.0 million convertible preferred shares (the
“CPS") at an issuance price of C$1.00 per
share for aggregate proceeds of C$204.0
million (equivalent to approximately
RMB1,089.7 million) to the two independent
subscribers.

Each issued CPS may at any time convert into
0.83 common shares within the four years
from the issuance date at the option of the
CPS holder and the Group may redeem at any
time the whole or from time to time any part
of the then outstanding CPS on payment at a
redemption price as stipulated in the
subscription agreement.

The CPS is recognised and measured as
financial liabilities measured at fair value
through profit or loss and the changes in fair
value should be reflected in the consolidated
statement of comprehensive income.

As of the issuance date, the fair value of the
CPS is C$224.0 million (equivalent to
approximately RMB1,196.3 million). The
difference between the issuance price and
the fair value calculated by valuation
techniques as at the issuance date of C$20.0
million (equivalent to approximately RMB106.6
million) would be amortised on a straight-line
basis over the 4-year life of the CPS as
estimated by the management. During the
period, the amortisation expense of C$2.5
million (equivalent to approximately RMB12.7
million) is charged to discontinued losses.

10. FAFENEEARBILES

(#&)

(a) BEFEMEERGE)
IS () -

(ivy HAAEEFEEHZHHA
EHERNEREE
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BB IR B ATE SR M 1.007T
1T A 520408 H R A i
BIERR (AT HB 5 AR 1) 46 79
EELABA - IERESLE
ABNE2040EHT(ZERA
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Notes to the Condensed Interim

consolidated Financial Information

A T B & Of A B5 B BB A

10. DISPOSAL GROUPS CLASSIFIED AS  10.

HELD FOR SALE AND
DISCONTINUED OPERATIONS
(Continued)

(a) Disposal groups classified as

held for sale (Continued)
Note (Continued):

(iv)  Financial liabilities at fair value through
profit or loss (Continued)
As at June 30, 2019, the fair value of the CPS
is C$210.7 million (equivalent to
approximately RMB1,106.1 million).

The fair value of the CPS as of June 30, 2019,
are estimated by the Group based on the
partial differential equation method, which is
the most appropriate method given the
features of the CPS.

In determining the fair value of the CPS,
significant estimates and judgements are
involved in the process, including, volatility,
risk-free rate and credit spread, dividend yield
for common share.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

10. DISPOSAL GROUPS CLASSIFIED AS
HELD FOR SALE AND
DISCONTINUED OPERATIONS
(Continued)

(a) Disposal groups classified as

held for sale (Continued)
Note (Continued):

(iv)  Financial liabilities at fair value through
profit or loss (Continued)
Valuation process
The Group performs the valuations as of June
30, 2019, for financial reporting purposes,
including level 3 fair values.

The main level 3 inputs used by the Group are
derived and evaluated as follows:

. Probability of each scenario:
conversion, liguidation and
redemption, estimated by
management as of December 31,
2018

. Risk-free rate with reference to the
yield of Bank of Canada government
bonds for a term commensurate to
the hold period of the CPS

. Dividend yield for common share is
assumed zero as Canlin is not
expected to pay dividends for
common share in the foreseeable
future as of June 30, 2019

. Volatility is with reference with the
historical data of comparable
companies as of December 31, 2018
and June 30, 2019

. Credit spread with reference to the
implied credit spread as at the
issuance date to June 30, 2019

Changes in level 3 fair values are analysed at
the end of reporting period by the chief
financial officer (“CFO") and finance
department.

10. FAFENEEARBILES
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R R

10. DISPOSAL GROUPS CLASSIFIED AS 10. BESFEMNESHRRILES

HELD FOR SALE AND (48)
DISCONTINUED OPERATIONS
(Continued)
(a) Disposal groups classified as (a) BEFEMEEMR(E)
held for sale (Continued)
Note (Continued): B3 (48) -
(iv)  Financial liabilities at fair value through (iv) UAAEEFEEHSHHA
profit or loss (Continued) ENEZNLSREME (&)
Fair value at Range of inputs
RTSIREAAEE S9ER
Significant
Jung30,  December31, unobservable June 30, December31,  Relationship of significant un-observable
Description 2019 2018 inputs * 8 inputs to fair value
¥-hE NE
i ABZTR FUBRSH AAZ FIBRSHANAAENEE
RMB'000
ARMTR

CpS 1,106,111 1,061,669 Probabilty of Conversion'90%  December 31, 2018:

EREER each scenari: &% Increased conversion probabllity (5%), decreased
conversion, liquidation and redemption (2.5%) would decrease the
liquidation and Liquidation5% fair value by RMB9.7 millon.
redemption B 5 Increased risk-free rate (1%) would decrease the fair

TIIERER value by equivalent to RB12.1 millon.
MRERE: Redemption's%  Increased volatilty (10%) would increase the fair value
LR L RE:5%  byRMBI0Smilion.
0 Z3-)\§tZA=t-8:
BRNIEAR% FENEOREREL5NER
%%%sgead 9.60% M%{E@A‘Emﬁﬁiﬂ L
Riskfee e 186% 155 ﬁi@%ﬁﬂ%%ﬁuuﬁ@ﬁ;AEnmE
SERHE T
e RHER RS BEEMARB06EET -
June 30, 2019:
Divdend yeld - ~ Increased credit spread (1%) would decrease the fair
{common share) value by to RMB12.6 millon.
ERRRENEE Increased risk-free rate (1%) would decrease the fair
Voitlty 51.61% 56y ValebytoRMBT26 millon
$EE Increased volatiity (10%) would increase the fair value
by RMB11.0 million.
ZE-MERAZTH:

ERRENR ISR RERD AR 26887 -
BRBAEARWEAALRERDARK 1268
B

REEARIOREHILARBEMARR 1 05 ET -

v There were no significant inter- = TRMB RSB Y
relationships between unobservable 3P NE0]) il RS
inputs that materially affect fair RERAREBEEESEA
values. we-
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R B RE

10. DISPOSAL GROUPS CLASSIFIED AS 10. BESFENESHRRILES

HELD FOR SALE AND (#8)
DISCONTINUED OPERATIONS

(Continued)

(b) Discontinued operations (b) #IEEE

Six months ended June 30,
BEANA=1THLEKEA
2019 2018
—E-hE —E-)N\F

RMB'000 RMB'000
ARET T ARETTT
(Unaudited) (Unaudited)
(REBERK) (REEZ)

Discontinued operations #& 1t & &

Revenue Wz 681,794 872,595
Other losses, net Hth g8 58 (107,826) (107,220)
Expenses & (931,013) (1,165,052)
Loss before income tax  BRFTSBIATEIE (357,045) (399.677)
Income tax expense EHMEHER 123,353 74,707

Losses from discontinued #%iH& & FriEEE
operations (233,692) (324,970)

Exchange differences on RGNS TR R
translation of discontinued ~ #r&E =
operations 41,990 (85,055)

Other comprehensive KRIEREHMEREEBR
losses from discontinued
operations (191,702) (410,025)
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R R

10. DISPOSAL GROUPS CLASSIFIED AS 10. BESFEMNESHRRILES

HELD FOR SALE AND (&)

DISCONTINUED OPERATIONS

(Continued)

(b) Discontinued operations (b) #RIEEE(4H)
(Continued)

Six months ended June 30,
BEAA=+AILAEA

2019 2018

—®-nE —TAE

RMB’000 RMB’000
AR¥T T AREETTT
(Unaudited) (Unaudited)
(REERK) (RI&ER)

Discontinued operations #& IF48&

Net cash inflow from EEEREEAD

operating activities & FE 84,085 138,356
Net cash (outflow)/inflow wEES(ER),

from investing activities EENRSFRE (64,539) 289,731
Net cash outflow from REESFRN

financing activities e FH (19,537) (431,214)

Net increase/(decrease) RERREZEYHN
in cash and cash i, ORd) FE
equivalents 9 (3,127)
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R B RE

11. FINANCIAL LIABILITIES AT FAIR 11. DUARBEERELRE®HIA

VALUE THROUGH PROFIT OR LOSS

Current liabilities REEE

Public Notes (formerly AHES (5B
“convertible bonds”) [ ES])
(Note (a)) (MH5E @)

Note (a):

Pursuant to a placing agreement (“Placing Agreement”)
dated January 26, 2018 (“Issue Date"), the Company issued
the convertible bonds to an independent holder with
principal totalling HK$340.0 million, which bear a coupon rate
of 5.0% per annum, redeemable on January 26, 2021 and are
secured against the shares of Maple Energy. According to
the Placing Agreement, the convertible bonds are convertible
into ordinary shares at an initial conversion price of HK$0.58
per share at the right of the holder during a specified
conversion period (the “Conversion Right”). The holder has a
put option (the “Put Option”) to request the Company to
redeem all or some of the convertible bonds on January 26,
2019 at specific redemption price as prescribed in the
Placing Agreement together with accrued and unpaid
interest (if any). As at June 30, 2019, the holders did not
exercise any Conversion Right as stipulated in the Placing
Agreement.

ENR2nEAR

As at
i
June 30, December 31,
2019 2018
AA=+H +ZA=+—H

—E-hEF —E-N\F
RMB’000 RMB'000
AR¥T R ARBETT
(Unaudited) (Audited)
(REEXK) (E#1%)

351,477 313,969

MfE (@) :

RZE—N\FE—A=+AB(ETEH]) &
RANAE A ANBETARRES - AeLE
A30.0EBAETT o BIREITBEEIHE ([
Szl THRBRESHERNERS0% B
ZT=Z—F— A=+ /X8B3 HILAMaple
Energy 8 IR RVE RIEHR « IRIRAC & e 2 15
MM ARRRE 5 AT R T SR H AR R
B AKENIZ G058 T H VA A E
HERAEAR(ERE]) - HBEAE—ER
TR ([RUEERIE]) - BRARABR TN
F-AZ T NBRBESHAMEEZEE
185388 ) B 5t R AR A+ )2 B (0] 2 3P sl 36 43 AT 42
BEH () - R—T—AENA=1H0 &
B AW ARIT A E 1p 35 AT AR TE B0 (E e 342 -
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A B5 B BB A

11. FINANCIAL LIABILITIES AT FAIR

VALUE THROUGH PROFIT OR LOSS

(Continued)
Note (a) (Continued):

On January 22, 2019 and February 27, 2019, the terms of the
convertible bonds were amended whereby the conversion
rights to the Company’s shares were cancelled; and the
related exercise date of the Put Option for redemption was
changed from January 26, 2019 to any date on or after March
15, 2019 until maturity.

On April 12, 2019, the terms of the bonds were further
amended whereby the interest rate is changed from 5.00%
t0 17.07% per annum in respect of the period from April 12,
2019 (the "Amendment Date”) to the maturity date; and the
redemption amount of the date of both maturity and the Put
Option exercised is amended as 112.7418% of the principal
amount together with accrued and unpaid interest (if any)
(referred to as the “Public Notes” after the amendment). As
at June 30, 2019, the holders did not exercise the Put Option.

On the Amendment Date, the Group derecognize the original
financial liability that of the convertible bonds and recognize
the Public Notes as a new financial liability measured at FVPL
and the changes in its fair value since the Amendment Date
are reflected in the consolidated statement of
comprehensive income.

On the Amendment Date and June 30, 2019, the fair value of
the Public Notes were RMB340.4 million and RMB351.5
million, respectively. The changes in fair value since the
Amendment Date of RMB11.1 million were charged to other
losses during the period.

The fair value of the Public Notes on the Amendment Date
and June 30, 2019 are estimated based on the valuation
reports as of respective dates issued by an independent
professional valuer using the Binomial model, which is the
most appropriate model given the features of the Public
Notes.
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Notes to the Condensed Interim
consolidated Financial Information

AP S Gt AR

FINANCIAL LIABILITIES AT FAIR
VALUE THROUGH PROFIT OR LOSS

(Continued)
Note (a) (Continued):

Valuation process

The Group has involved independent professional valuer to
perform the valuations as of the Amendment Date and June
30, 2019 for financial reporting purposes, including level 3
fair values. The external experts report directly to the CFO.

The main level 3 inputs used by the Group are derived and
evaluated as follows:

. Bond yields are estimated by making reference to the
option-adjusted spread of comparable corporate
bonds.

. The volatility is calculated based on the option-

adjusted spread of comparable corporate bonds.

. Risk-free rate is estimated by making reference to
the yield of HK sovereign bonds with similar maturity
as of the Amendment Date and June 30, 2019.

1.

DaRBREFEAREEEA
ERRSNeRMAR (K)

P& (o) (48) -

fhERRE

AEE B EXETEMBETAR -2
FRA=THOEEETHE - MEM B RS
R BERE=ZERAAEE - IBERER
FEREMEEER

AEEFERNTEE=FREHABERREM
AR AR

. BEHEREET2RIEHERRBER
EMALLARAEFEEN o

. MEEZENEHEAERENED
AL AR A ED o

. BEREBFEIZZETAN_F—N
FRAZTENAEERIHANE
BEREESORERRGE
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R R

11. FINANCIAL LIABILITIES AT FAIR 11. DARBEEMNELRE®HA
VALUE THROUGH PROFIT OR LOSS EHESMEME R (E)
(Continued)

Note (a) (Continued): B 3% (a) (48) -

Fair value at Range of inputs
WT5EHAREE SHEM
Significant
June 30, Amendment un-observable June 30, Amendment  Relationship of significant
Description 2019 Date inputs * 2019 Date  un-observable inputs to fair value

—B-hE ZE-NF

i AA=tA BiTH FUBRSH* AA=TA BITE  FUBRSEHEAAEENRE
RMB'000 RMB'000
AREFT ARETR

Public Notes 351477 340,424 Bond yield 32% 30%  Amendment Date:
AREH EHkEE Decreased bond yield (20%), would increase the FV by
HKD4.7 million (equivalent to RMB4.0 million).Increased
Volatility 20% 19% bond yield (20%), no significant change to the FV.
JEES Increased or decrease volatility (5%), no significant
change to the FV.
Risk free rate 1.61% 1.49% Increased or decrease risk free rate (1%), no significant
EERTIE change to the FV.
LHER

EHREETR20% BEHLAEEEMERLTE
EL(SBRARBLBET) BHUREAR
2% TEEHNABEEAE
RBEARHBES TLEHNABEEAZ -
ERRFEABARE % FEERAABHEERE
I

June 30, 2019:
Decreased bond yield (20%), would decrease the FV by
HKDO.6 million (equivalent to RMBO.5 million).Increased
bond yield (20%), no significant change to the FV.
Increased or decrease volatility (5%), no significant
change to the FV.
Increased or decrease risk free rate (1%), no significant
change to the FV.

ZE-AFRAZTH:
EHREETR20% BEHLAEEEMEL6E
ET(SERARBISEET) BEKHEAR
0% FEEHAABEERE L
BREEAEHRIESS  FTEERRABEEAR L -
ERRAEARREE 1% TEERLABEEALE
£

i There were no significant inter-relationships between i T BE A B B 2 B 2 [ N 4 B8 K O A K B (K 7T
unobservable inputs that materially affect fair values. RUEH DA BEESEARE -
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12. SHARE-BASED PAYMENTS

During the six months ended June 30, 2019, total
expense recognized in the statement of
comprehensive income for share options and
stock appreciation rights (“SARs”) granted to
directors and employees amounted to RMB6.6
million (Six months ended June 30, 2018:
RMB53.8 million).

The Company has adopted a Stock incentive
compensation plan (“the Plan”) in 2009, a share
option scheme (“Scheme”) in accordance with
Chapter 17 of the Listing Rules in 2010, 2012
share award scheme (“2012 Share Award
Scheme”) in 2012 and adopted and amended the
2015 Share Award Scheme in 2015 (“2015 Share
Award Scheme”).

The exercise prices of the existing outstanding
options under both the Scheme and the Plan
have been consistently higher when compared
with the prevailing market price of the shares.
As a result, the existing options could no longer
serve as an effective incentive for the existing
holders of the existing Options.

Oon 16 May 2019 (the "Date of Grant”),
122,633,243 shares under the Scheme and
7,746,089 shares under the Plan are outstanding
(the “Existing Options”). The Company cancelled
122,333,243 and 3,079,266 shares of Existing
Options under the Scheme and the Plan,
respectively, and granted new share options (the
“New Options”) of 155,089,171 shares pursuant
to the Scheme.

12. BT

HE-Z—NAENA=1+HILARE
AHIBA  BRIGERERNET
EFNETIMBERERRGEERE
NEAABARKCOBEL(HEZ
T-NFRAZTAHILEARER : AR
538 BB °

ARAR=FBAFRM—ARD
SRS 3 8 (TR 3210
RoB—FERELTAAE T+
BRI RO — AR B AT
RTE (BT E))  R=F— =4
0= F — SR R B OA T
BT [ =T — =R 81 1 A
RoB-BFERMREI-2—T
R B E(—F-EERD
e HE DB

MR ERERES B TRAERE
EINBRETEERERENT
BER  SERARBBEELELERE
BRER A ARRENER -

R-Z—-AERAB+AB(ET
1) B3 T 122,633,243 %
FETEI T 7,746,089 B B8 A% 4 7 38 12
SNIIREBERAED - ARIDRIBUEE
RS 5+ 2 18 T~ 122,333,243 % K 51 2
B T3,079.266 R B HERME - WiR
5 8 IR RE R 8 37 4% T 155,089,171 %
RERRAE ([3rRBRRaEl) -
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12. SHARE-BASED PAYMENTS

(Continued)
New Options granted will vest in equal
proportions over three years on each of:

(i) the Date of Grant;

(i) the first anniversary of the Date of Grant
or when the share price reaches HK$0.50
(which is earlier); and

(i) second anniversary of Date of Grant or
when the share price reaches HK$0.80
(which is earlier).

Exercise price of the New Options is HK$0.269
per Share. Validity period of the New Options is
10 years from the Date of Grant, subject to
earlier termination as set forth in the Scheme

As at June 30, 2019, option to acquire of
155,089,171 (December 31, 2018: 129,547,173
shares) ordinary shares under the Scheme and
4,666,823 (December 31, 2018: 7,746,089 shares)
ordinary shares under the Plan are outstanding,
respectively, of which 56,363,213 (December 31,
2018: all) shares are exercisable.

As at June 30, 2019, out of the 13,755,808
outstanding stock appreciation rights (December
31, 2018: 13,755,808 shares stock appreciation
rights), all (December 31, 2018: all) stock
appreciation rights were exercisable.
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Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R B RE

12. SHARE-BASED PAYMENTS

(Continued)

As at June 30, 2019, 130,200,000 shares
(December 31, 2018: 130,200,000 shares) under
the 2015 Share Award Scheme are granted to
certain directors and employees (the “Awarded
Shares Grantees”) of the Group, of which
123,900,000 (December 31, 2018: 123,900,000)
shares have been offered and 6,300,000 shares
held by trust on behalf of holders (December 31,
2018: 6,300,000).

Fair values

Share options and stock appreciation
rights

The fair value of stock appreciation rights and
share options outstanding at June 30, 2019 and
the Date of Grant respectively is determined
using the Binomial Model. Their fair values and
significant inputs into the model are as follows:

Fair value per unit BETALER
Share price at grant date RTERE

Fair value per share at period end BRERAAER
Exercise price 1#E

Volatility (%)

Dividend yield (%)
Annual risk-free rate (%)
Remaining term (year)

REE(ANL)
RG]
FEERBRNZ(AAL)
MR (F)

12.

B 7 32 11 (#K)

RZZB—HAEXNA=+A REL
—E-AERMHEHFEERFTA
SERTESRES ([REBRO K
®F%& |) A5 130,200,000 A% (5 (=
Z-NEFEF+ A=+ —8:
130,200,000/%) + H 123,900,000 B%
(ZE2E—NF+=ZRA=+—8":
123,900,0008% ) B @ F 45 8 T -
6,300,000 ( =& — \ & + = A
=+—H : 6,300,0008%) BZ AR
ABRA -

LREE
IBRER R ERE

B EEEN T -NAFRNA=T
ARBEENRTHANRABER
A XBEREEE  EAREEEE
EHAZEIIRAT

2009 2010 2015 2019
Grants Grants Grants Grants
“E8AF  -E-3F  -E-3F
&% ¥ &
Stock appreciation rights Share options
ROBER B
Us$ Us$ HKD
£33 ES bt
0.000054 0.000054 0.185000 0.12479
= 0 095 024
003 003 0.20 020
013 0.26 0.01 027
102.47% 102.47% 101.65% 65.63%
210% 1.97% 1.43% 1.59%
038 0.65 639 9.88
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A T B & Of A S B R R

13. SHARE CAPITAL 13. =&
Ordinary shares, issued and fully paid: BEETYESTERAR :

Number of Ordinary Share
shares shares premium Total
R B RAEE fazt
(Thousand) RMB'000 RMB'000 RMB'000

(FR) AR%Tr AR¥Trn AR%TR
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER)  (REER)  (RBER)

At January 1, 2018 and RZE-\§—-A-AR

June 30, 2018 ~AZtHA 2,938,597 19,489 1,049,307 1,068,796
At January 1, 2019 RZZ-nE-A-H 2,938,597 19,489 1,049,307 1,068,796
Add: allotment of new shares m: B 272,000 1,858 21,824 23,682
At June 30,2019 RIB-NERAZTE 3210597 21347 1071131 1,092,478
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14. OTHER RESERVES 14. EfhGE R

Financial
assets at fair
value through
Repurchased Currency  Share-hased other
sharesheld  translation payment  Safetyfund  comprehensive
by trust reserve reserve reserve income Others

RARE

LEEL L)

EHRARER HARH
Bt ARFEEE BORARE Z2BeER  Aedd i it
RMBOOD  RMBOO  RMBOOO  RWBO00  RMBOOD  RWBO00  RMBOOO
AR®TR  ARMTR  ARMTR  ARMTZ  ARBTR  ARMTZ  ARBR

As at December 31, 2018 —§-N\E+ZB=t-8

(Audited) [:55] (89976 (355,156) 217 187,35 (13336) (63887)  (143782)
Currency ranslaion diferences NEREEE - 3,072 - - - - 320
Change in the fair val of equity WAAEEFERLREHIA

istuments atfainvale throughother —— EbEARBHERTEY

comprenensive income MEESH - - - - 1802 - 1802
Ermployees stock option scheme EEERE

—valeofemployee senvices Note 1) —EERBEE(HE 1) - - 6,597 - - - 6,597
AtJune 30, 2019 REB-RERAZTR

(Unaudited) (*E8H) (89.976)  (323084) 197,814 187,356 (11,53) (63887)  (103311)
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14. OTHER RESERVES (Continued) 14. HfthfEis ()

Repure
S

by tust eser Sets Others

Balance at December 31, 201785 =§-+tE+=f=t+-§

originally presented (Audited) FR3IAER (S50) (117817 B8O 164315 187,356 17 - (064 %65
Chiange in accounting policy SHREE - - - - (178 6,54 - 488
Restated total equity as at 3-N\-F-REREN

January 1, 2018 (Unaudited) ERIE(REEH) (117817 (81.860) 184315 187,3% - 6,54 (106,445) 213
Currency transltion ifferences NBFEEE - (134721) - - - - - (134727

Change in the fairval of equity WAAEEHEALRHHA
nstruments a far value trough EiadEnERTED

offer comprehersive income DEESD - - - - - 3190) - (190
Share of other comprehensive incomes - FEBELERENEMEA

o invesments n associates YihE - - - - - - e 280
Ermployees stock opton scheme EEBRE
—value of employee senices —EERBEE - - 50805 - - - - 0805
—sharestransferredtothe Awarded  —EBLRBRARRTFE

Shares Grantees 784 - (27841) - - - - -

At June 30, 2018 RZ%-NEAB=1A

(Unaudited) (%E%H) 89.976) (216,587) 187,219 187,3% = 331 (109047 (37600
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A T B & Of A S B R B RE

15. TRADE AND NOTES PAYABLE 15. FEFIERREMEE
The aging analysis of the trade and notes FERBER L ENZRER DT R
payable is as follows: T

As at
i
June 30, December 31,

2019 2018
AA=tH +=A=+—H
—E-hF —ZT-N\F
RMB’'000 RMB'000
AR¥TR ARBFT
(Unaudited) (Audited)
(RISERZ) (=%)
Up to 6 months D7 E A 114,325 194,904
6 months-1 year ~NERE—F 133,752 37,089
1-2 years —EWF 52,125 37,479
2-3 years ME=F 9,458 4,141
Over 3 years ZHR=F 16,336 12,541
325,996 286,154

The fair values of trade and notes payable ENERRENZENAAEER

approximate their carrying amounts. HIRE S REA -
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16. PROVISIONS, ACCRUALS AND 16. #fi - FRRHEMER
OTHER LIABILITIES

As at
i
June 30, December 31,
2019
ANA=+H
—E-hEF =
RMB’'000 RMB'000
AR¥T R ARBETT
(Unaudited) (Audited)
(REBEXR) (E#1%)
Asset retirement obligations (Note) & &%= & &7 (Mf7E) 12,705 12,414
Interest payable AR 100,131 64,148
Salary and welfare payable R HE RER 43,625 28,553
Withholding and other tax payable 301811 K E fth & (< 5 53,638 67,633
Other payables HiEAREAE 172,773 177,167
Advance from customers TEUR R R 54 22
382,926 349,937
Less: Ve
Non-current portion of FEREED Z
— Asset retirement obligations ~ —EEEZEBERS (12,705) (12,414)
— Withholding tax payable — IR (54,233) (64,838)
(66,938) (77,252)
Current i) 315,988 272,685
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16. PROVISIONS, ACCRUALS AND
OTHER LIABILITIES (Continued)

A T B & Of A S B R B RE

16. #fi - MiRREMA R ()

Note: P&t

Movements of asset retirement obligations are as follows: BEEESZHEHIRNAT
RMB’000
AR%F T
(Unaudited)
(RIEER)
At January 1, 2019 R=TB—-hE—H—8 12,414
Additional provision FINEMR 159
Amortization of discounts A A 132
At June 30, 2019 R=B-REXA=TH 12,705
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A T B & Of A S B R R

17. BORROWINGS 17. &R

As at
i
June 30, December 31,

2019
ANA=+H
—E-1F
RMB’'000 RMB'000
AR¥T R ARBETT
(Unaudited) (Audited)
(REBEXR) (s 21%)
Non-current FRE
— Senior notes (Note(a)) — BEEE(KiE@) 1,693,713 -
— Other loans (Note(c)) — EfbtER (M3 () 420,215 1,786,066
2,113,928 1,786,066
Current B
— Senior notes (Note(a)) — BERZEE (M5 @) - 2,160,423
— On-Demand Borrowing — B ERER
(Note(b)) GEIO)) 393,600 378,279
— Other loans (Note(c)) — E R (M) 1,882,094 11,186
2,275,694 2,549,888
4,389,622 4,335,954
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A T B & Of A S B R B RE

17. BORROWINGS (Continued)

Note (a): Senior notes

Coupon
rate Due date

REAE FHA

2022 Senior Notes 202255245  13.750% April 12, 2022 —%
2019 Senior Notes 201925 =% 7.5% April 25,2019 — =

All senior notes are listed on the Singapore Exchange
Securities Trading Limited.

On March 1, 2019, the Company announced the exchange
offer to the holders of the 2019 Senior Notes to exchange the
existing notes, together with the interest payable on maturity
of US$11.2 million, for a new package of senior notes and
cash payment with a later maturity date. The exchange offer
expired on April 10, 2019 and note holders representing
approximately 84% of the total principal amount outstanding
at December 31, 2018 accepted the exchange offer. In
accordance with the related terms and conditions, the
Company issued new senior notes in the principal amount of
US$248.4 million bearing annual interest at 13.750% due on
April 12, 2022 (the “2022 Senior Notes”), made a cash
payment of approximately US$26.1 million (equivalent to
approximately RMB175.6 million) to these holders on April
15, 2019, and the corresponding 2019 Senior Notes were
cancelled accordingly. The Company settled the remaining
2019 Senior Notes with principal plus accrued interest
totalling US$52.6 million (equivalent to approximately
RMB354.0 million) upon maturity on April 25, 2019.

&% ()
W@ : BERE

As at
i

June 30, December 31,

2019

ANA=TH

—E-hEF
RMB'000 RMB'000
ARMT T ARBFT
(Unaudited) (Audited)
(REER) )
1,693,713 -
- 2,160,423
1,693,713 2,160,423

BARBHEENNHEESZIHMERAF
£

R-ZT—NE=HA—H - KAFSE /2019
BEZBRAEABRHEY  BREZBRERZ
HARNGMSNMN2EBETRINNELE
BHRSAR - SREHR _Z—NFNA+
AR HP T N\F+_A=+—BKHE
BASLBENUPNZEFEAEZ TR
BBL o RBERIRTR RGN - RABTEITT
AEHNR2UBABEETIR T _FMA
T RABEFEEEE - FFIER13.750%
(2022 % T - TR _Z—AFWA
THRAABEZRBRBNNZEREAIMNR
RN BEET(ZBERARBI75.688
7))+ EULARIEEE S #2019 8 5 = IR b A R ER
e AARIRBBBE-_T—NAFNA=+HA
BB T RAM2019EARRE - A MEF
BRAH6ABET(SENAREIL0E
BT e
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17.

126 MIE HOLDINGS CORPORATION e Interim Report 2019

BORROWINGS (Continued)

Note(b): On-Demand Borrowing

The Group entered into an agreement with a third party to
borrow a principal amount of US$60 million, which bears an
interest of 8% per annum and is repayable on February 1,
2020. Pursuant to the agreement, the lender has the right to
demand the Group for immediate repayment of the principal
amount and any accrued interest.

As of June 30, 2019, the On-Demand Borrowing was secured
as set below:

. Personal guarantees provided by Mr. Zhang Ruilin,
Ms. Zhao lJiangbo and Mr. Zhao Jiangwei

. Share charge over certain issued share capital of
certain subsidiaries of the Group used for investment
holding purpose;

. Account charge over certain bank accounts of the
Group to ensure the payment of interest and principal
when due

. Other assets security and share charge
Note(c): Other loans

To fund the exchange offer and repayment of the remaining
2019 Senior Notes upon maturity as mentioned in Note(a)
above, the Company issued Private Notes totalling US$68
million (equivalent to approximately RMB457.5 million) on
April 12, 2019. The Private Notes are redeemable on April 12,
2020, but are subject to mandatory early redemption upon
the repayment of all or part of the Public Notes by the Group.

As of June 30, 2019, the other loans were secured as set
below:

. Share charge over the entire issued share capital of
Gobi Energy Limited (“Gobi”) held by the Group

. Pledge over the Group's interest under the Daan PSC
held by Gobi

17.

&= (1)

B (b) © BB (B fE 50

AEBRE=JFLHBH EALXEEEAR
OBEEXRT  FHMELH8% YAR_FT_F
F-A—AEE - BREGH  ERABHEX
REE S BVEERS KBRS -

REB—AFANAZTE - DEEEERFLE
THIEER

. RIAREL  HITRZ L REITHRE
EREEARR

. AREEREENMBENTY FA
RlES= e

. KREBAN A ERBITRS - BIARE
REBIPNAR S RFE

. Hih & ERRAMBA

FiEE () - EAfESR

W EN @I BT RSB ARKRE
DFAREEN2019E L ZENBERIRUES -
ARN T NEFENA+_BEITTHEAR
6BOABEEIL(FERARKASISEEIL)H
FAAZE - ABBAIR T 2FMA+ =
AMER - AEARE BRIHID NFHES
B RIRRHEE -

RZZB-NEXA=Z+A - AEREET
R

. AEEFBORERRAF(TXE]
2 ERRRAN

. FEERBRESEOARERDK
AR TR ERER
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A T B & Of A S B R B RE

BORROWINGS (Continued)

Note (c): Other loans (Continued)

Pledge over the Group’s account receivable
amounting to RMB66.4 million under the Daan PSC
held by Gobi

Share charge over certain issued share capital in
associates held by the Group

Account charge over certain accounts of the Group

&% (4)
B RABHER (R)

FEERBREFFOALERDK
ABRTHARBSEA66ABETH
FEMAR R IE RIER

AEEPBAOBELENDIRA

FEENBOERES - BARRE

to ensure the payment of interest and principal when
due

BINKRE RFE

. Share charge over certain issued share capital of .
certain subsidiaries of the Group used for investment
holding purpose

AREERERENMBENEY FA
DLk eN

. Share charge over the entire issued share capital of .
Maple Energy held by the Group

R E M5 A ) Maple Energy 2 5P AR A

Movements in borrowings are analysed as follows: (ERESH DI RAT ¢

Senior Third party
Notes institution Total
B=H

BARE RS AR af
RMB'000 RMB'000 RMB'000

ARETF T AR¥ETF T AR¥ETF T

Carrying amounts as at R-ZT—-NF—A—8

January 1, 2019 FREEE 2,160,423 2,175,531 4,335,954
Drawdown of new borrowing [EWNEE:N - 525,332 525,332
Repayments of borrowing TEIRIER (516,424) (44,074) (560,498)
Amortization of discounts A A 8,509 54,610 63,119
Exchange differences [EH =5 41,205 (15,490) 25,715
Carrying amounts as at June 30, R=Z—hEXA=+H

2019 (Unaudited) IREEE (REER) 1,693,713 2,695,909 4,389,622

M ERZBRERAT o« —T—AFHHms 127



Notes to the Condensed Interim
consolidated Financial Information

A T B & Of A S B R R

18. TAXES OTHER THAN INCOME 18. RIA(FRFMERI)
TAXES

Six months ended June 30,
BZEANA=THLEAEA
2019 2018
—ZE-hF T N\F
RMB’000 RMB’000

AR%T ARBTT
(Unaudited) (Unaudited)
(RBEX) (RigEZ)
Re-presented

BH27
PRC B
Petroleum special ARG S
profit charge - 602
Urban construction tax HMET RBEMINE
and education surcharge 1,869 1,754
Others HAth 42 43
1,911 2,399
Corporate and other BEREM S
segments
Withholding tax and others RIRBT R HAth 1,874 4,567
3,785 6,966
Note: BT
Withholding tax is charged on interest expense arising from RINREBEREEARALERNFIESELE -

the intra-group loans.
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19. OTHER LOSSES, NET 19. Hfthigk » BE

Six months ended June 30,
BZEANA=THLEAEA
2019 2018
—ZE-hF T N\F
RMB’000 RMB’000

AR¥T T ARBTT
(Unaudited) (Unaudited)
(RBEX) (RigEZ)
Re-presented

BH27

(Losses)/gains on changes in fair €& TA XA BEEE)

value of financial instruments ~ (38%), /& (18,220) 11,605
Losses on disposal of assets, net EERZERKL - JFE - (17,512
Losses on disposal of SRMITAEESEX

financial instruments (24,364) (3,198)
Others Eith 4,035 (4,397)

(38,549) (13,496)
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20. FINANCIAL COSTS — NET 20. HEBH — 8%

Six months ended June 30,
BZEANA=THLEAEA
2019 2018
—ZE-hF T N\F
RMB’000 RMB’000

AR%T ARBTT
(Unaudited) (Unaudited)
(RBEX) (RigEZ)
Re-presented

BH27
Finance income E 3 ON
Interest income F WA 7,149 27,416
Finance costs BxER
Interest expense at coupon rates 8 & A (IR BEEH %
ZHE) (230,106) (168,013)
Amortization of discounts BEEREE (61,587) (88,159)
Financing costs BmEEH (1,483) (1,073)
Other fees HibEA (1,371) (913)
(294,547) (258,158)
Exchange (losses)/gains, net & (JBXR) FIE -
R (115) 4,090
(294,662) (254,068)
Finance costs — net BRER — T8 (287,513) (226,652)
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21. INCOME TAX EXPENSE 21. FriRIREH

22,

Current income tax BEAFTSHL
Deferred income tax EEFTISH

Note:

Taxation has been calculated on the estimated assessable
profit for the period at the rates of taxation prevailing in the
countries in which the Group operates.

Income tax expense is recognized based on management's
estimate of the annual income tax rate applicable to the
respective Group entities expected for the full financial year.
The estimated income tax rates applicable to the Group
entities (excluding Group companies that are currently tax
exempted) for the period ended June 30, 2019 varies from
25% t0 27%.

DIVIDENDS

The Board of Directors does not recommend
payment of interim dividend for the six months
ended June 30, 2019 (Six months ended June 30,
2018: nil).

22,

Six months ended June 30,
BZEASA=1+HILAKEAR

2019 2018
—ZE-hF T N\F
RMB'000 RMB’000
AR%T AREETTT
(Unaudited) (Unaudited)
(REEEZ) (CREEEZ)
Re-presented

EHZET
1,527 (2,442)
20,887 19,178
22,414 16,736

P aE -

RERBAE RN E - st EER
DA EGE EB R ERRORITHE -

TS B AN RRENEIEE MK
FEAEESEEBEAAEHENM - B
HEZZT-NAFAA=THILER  BAEE
RETFHMFTEHNEREIN  AEBEBRANOH
K& H25%E27% °

B2
ARAREFETREBE_Z N
FRAZTALENERBRAIRE
BREBE_ZT-NFRA=ZTAL
NME A ;&) -
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23. LOSS PER SHARE 23. mhkEE
(a) Basic (a) E&F
Basic loss per share is calculated by ERGREBEREFBRAD
dividing the loss attributable to owners of BIFTEEMETE - BRUAZRSE

the Company by the weighted average
number of ordinary shares outstanding
during the six-month period.

BRI B (T EE 5N B B IR £ 01
EFHY -

Six months ended June 30,

BEXA=tHLAEA
2019 2018
—E2-hEF —T-N\F
RMB’000 RMB'000
AREFTT
(Unaudited)
(REEE=)
Re-presented
EHMES

AR¥T T
(Unaudited)
(REEER)

Loss for the period attribute  ZREfANA ] & (S

to owners of the Company  ES1EHFILEE ¢

arising from:
— Continuing operations —HELE (361,162) (196,263)
— Discontinued operations — #% &% (233,692) (324,970)
Weighted average number of Ji#EF# & @R

ordinary shares (thousands) (%) 3,016,505 2,900,018
Basic loss per share BERGREE
— Continuing operations — BELE (0.120) (0.068)
— Discontinued operations — #& 482 (0.077) 0.112)

(0.197) (0.180)
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AP S Gt AR

23. LOSS PER SHARE (Continued)
(b) Diluted

Diluted loss per share is calculated by
adjusting the weighted average number of
ordinary shares outstanding to assume
conversion of all dilutive potential ordinary
shares. The Company 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 loss 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.

23. SREE ()

(b) #iE
SRBEBENIRRAERE
VETE BRI KRG - R
B BT I AR M AR T 15 Bt
B o AN E M RITE 2 BRI
B BEERRNE - ZRER
T - IR AR T RS AR ) I
THBAKRE RN SIS E
18 - BT R A EE
AABRHHFHEETE)
BAMEEREE U LE
AERBETRTEN L AR
BH - BN BRBERENE
MR ERRITAME
2B B T R T
BT S AREE -
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23. LOSS PER SHARE (Continued) 23. SREE(E)
(b) Diluted (Continued) (b) WE(E)

Six months ended June 30,
BEANA=THLEAEA
2019 2018
—Z-hF —T—N\F
RMB’000 RMB'000

AR%T T ARBTFT
(Unaudited) (Unaudited)
(REBEX) (RieE=R)
Re-presented

BH27

Loss attributable to owners  RREE SRBIEEE
of the Company used to AR EIFTA & B

determine diluted loss E1E

per share
— Continuing operations —RHELE (361,162) (196,263)
— Discontinued operations — — #& |F 4R & (233,692) (324,970)

Weighted average number of 4 5 & i B 24
ordinary shares (thousands) (%) 3,016,505 2,900,018

Weighted average number of A&t EGREEEERN
diluted potential ordinary BT AR hnfE

shares for diluted loss EE (TR

per share (thousands) 3,016,505 2,900,018
Diluted loss per share mrReRES
— Continuing operations —RHELE (0.120) (0.068)
— Discontinued operations  — 4% | F 484 (0.077) 0.112)

(0.197) (0.180)
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. NET CASH INFLOW FROM 24, BETHEENREEHE
OPERATING ACTIVITIES

Six months ended June 30,
BZEASA=1+HILAKEAR
2019 2018
—ZE-hF T N\F
RMB’000 RMB'000

AR%T ARBFIT
(Unaudited) (Unaudited)
(RBEX) (RigEZ)
Re-presented

BEME7
Continuing operations BHEgE
Loss before income tax RER1SHIATE 1B (341,118) (179,547)
Adjustments for: FEE
Depreciation, depletion E - REREH
and amortization 170,660 150,166
Interest expenses — net FHB 287,398 230,742
Exchange losses/(gains), net EHIBXR(Uas) -
JEER 115 (4,090)
Provision/(reversal) of SREERERRS
impairment losses on financial ~ (#[l) - JF{E
assets, net 22,336 (84,733)
Impairment charges BEEREEX 4,740 3,194

Losses/(gains) on changes in fair €8T EARBEEH)

value of financial instruments 182k, (Uzs) (135 19)

(Note 19) 18,220 (11,605)
Value of employee services f& 0 A5 EIT R B IR

under share-based payments gtz (B sE 12)

plan (Note 12) 6,597 53,777
Losses on disposal of SRMIAEESEX

financial instruments (Note 19)  (Ff#3%19) 24,364 3,198
Share of losses of investments S igiEz A ABRNHRE

accounted for using the KIEsIE 15 58

equity method - 8,972
Losses on disposal of assets, net EEREEL « EE

(Note 19) (FF&E19) - 17,512
Others HAth - 14,069
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24. NET CASH INFLOW FROM 24, EETEHEENHTLIPHEE)
OPERATING ACTIVITIES
(Continued)

Six months ended June 30,
BEXA=tHLAEAR
2019 2018
—Z2-NEF —T-N\F
RMB’000 RMB'000

AR%T AREFTT
(Unaudited) (Unaudited)

(REEFZ) (REEEZR)
Re-presented

527
Changes in working capital: BIBESES
Inventories FE (936) (122)
Trade and other receivable JFEU % E At FE UL IR 813 25,365
Trade and other payable FER R H A (S 3R 54,668 (52,853)
Cash inflows from operations KEELNIRS 247,857 174,045
Interest paid BEATFLE (166,735) (251,818)
Income tax paid ERFEH - (157)
Discontinued operations b 84,085 138,356
Net cash inflow from LEEENRRFE
operating activities 165,207 60,426
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25. COMMITMENTS AND 25. AEEEERNEER

CONTINGENCIES
(a) Commitments (a) #&&E
(i) Ccapital commitments for the () BETBHE IKRRR
purchase of property, plant and Bz EAMRESE
equipment

As at

i
June 30,
2019
ANA=+H

December 31,
2018

—2-hF
RMB’000
AR¥T R
(Unaudited)
(REEXK)

RMB'000
ARET T
(Audited)
(1E&R)

Authorized by the Board AAREEZE DA

of Directors but not BREL
contracted for 175,029 126,429
(i) Operating lease commitments (i) SEHEERE
The Group has operating lease AERRKLEHRERD
commitments related to its non- EANE Wi A

cancellable operating leases for
offices and vehicle. The future
aggregate minimum lease payments
under these operating leases are as
follows:

From January 1, 2019, the Group has
recognised right of use assets for
these leases, except short-term and
low value leases, see Note 27 for
further information.

AR B KARE - &
EHEBRTHRERKE
HEMFHBEIIRET

B-Z-NAF—A—
B SEHKREHEE
FEERS U
HEwRERAEEE
FAME B A2 RIMR27 -
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25. COMMITMENTS AND
CONTINGENCIES (Continued)
(a) Commitments (Continued)
Operating lease commitments
(Continued)

(i)
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Less than 1 year
Within 1-2 years
Within 2-5 years

(a) #&EE(#&)

. REFERRRAAR ()

(i) REHEEAEEE)

As at
i

June 30, December 31,
2019 2018
AA=+H +=ZA=+—H
—E-hE —E-)N\F
RMB'000 RMB'000
AR¥T R AR®ETT
(Unaudited) (Audited)
(REERK) (&%)
2,348 9,948
- 4,459
- 3,903
2,348 18,310
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26. RELATED PARTY TRANSACTIONS 26. ABRAERS
(a) The following transactions were (a) HEBABHZZITWMT :
carried out with related parties:

Six months ended June 30,
BEAA=+AILAEA

2019 2018

—®-nE —TAE

RMB’000 RMB'000
AR¥T T AR¥ETTT
(Unaudited) (Unaudited)
(REEER) (REEEZR)

Transactions with HERDRERMKEN
PSC partners x5

Global Oil Corporation BIRAH

(“GocC")
— Cashreceipts fromthe  — RIBERHKAR

PSCs received by RERRRAH

the Group on GOC's W ER 9 308

behalf - 18,188
— Expenditures for PSCs — REBEMRDKER

incurred on GOC's RFBEABAT

behalf YRMEEERA - (3,764)

PetroChina Py

— Sales to PetroChina —HHPARMEERE 345,131 333,273
— Expenditures for PSCs — REBEERIKER

incurred on REP M

PetroChina’s behalf SMEEEA (78,771) (73,105)
— Deposit paid — RS EAIER

RES (10,000) -
Riyadh FIHS

— Net receivables under — BURFFES IR IR

PSC received by Riyadh @mAKERR

on the Group's behalf A5 B UREL Y

RIAE %R 860 831
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26. RELATED PARTY TRANSACTIONS 26. FAWBERS(#])

(Continued)

(a) The following transactions were (a) HERABATHEZINTMOT:
carried out with related parties: (#8)
(Continued)

Six months ended June 30,
BZEAA=THILAEA

2019 2018

—Z2-hEF —E-N\F

RMB'000 RMB'000
AR®T T ARBTIT
(Unaudited) (Unaudited)
(RBER) (REEER)

Transactions with HBECENRS
associates
— Accrued interestincome  — $24t ¥ PBV BR R
from shareholder’s ERMEER
loan to PBV FLEWA 7,137 16,803
— Investment — %} PetroBroad £
in PetroBroad "E (4,740) (3,308)

Transactions with controlling E2 7K /2 Al g A& 4 i A 7]
shareholder PERRAR R KA A
of the Company’s ultimate & ARG A F1HA%
holding company and/ora AR HIEIEE A,
company/person relatedto AR5
the controlling shareholder
of the Company’s ultimate
holding company

— Purchase for — EEA MRS

oilfield services (39,794) (39,292)
— Rental of vehicles —AENEEMHEE

and office premises (95) (469)
— Receive from borrowing  — Y B TIRE R

of Zhaojiangbo 19,029 6,288
— Payment to borrowing — EEETRER

of Zhaojiangbo (10,141) (15,298)
— Receive from borrowing  — W& 3Rk Biq Fr {E X

of Zhangruilin - 1,290
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26. RELATED PARTY TRANSACTIONS

(Continued)
(b) Key management compensation

26.

RABES X 5 ()
(b)y FEEEARME

Six months ended June 30,
BZEANA=THLEAEA

2019 2018

—Z-hF —T-N\F

RMB’000 RMB'000

AR%T T ARKETTT

(Unaudited) (Unaudited)

(REEEZ) (REEEZ)

Salaries e 13,367 8,669

Bonuses 4T F) 3,837 3,707
Value of share base payment f&{p sz {428

— employee services —EEBREEE 4,218 40,913

Benefits in-kind HHEF 1,335 1,719

22,757 55,008

Bonuses fall due wholly within twelve
months after the end of the period in
which management rendered the related
services.

27. CHANGE IN ACCOUNTING
POLICIES
This note explains the impact of the adoption of
IFRS 16 “Leases” on the Group's financial
statements and discloses the new accounting
policies that have been applied from January 1,
2019.

27.

RN EEEEE KA
RS 1& —F MM -

BitBREE

AR T HRA [ERM B RELE
A 1657 — HE | HAKEMBH
ROFE VYARETE-T—NF
—A—HERERMFEE R
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27. CHANGE IN ACCOUNTING

POLICIES (Continued)

As explained in Note 3, the Group has adopted
IFRS 16 on January 1, 2019, which results in
changes in accounting policies and adjustments
to the amounts recognised in the financial
statements. In accordance with the transitional
provision under IFRS 16, the Group has applied
the simplified transition approach, and all right-
of-use assets were measured at the amount of
the lease liabilities on adoption (adjusted for any
prepaid or accrued lease expenses).
Comparative figures for the 2018 financial year
have not been restated. The reclassifications
and the cumulative effect of adjustments arising
from the new leasing rules are therefore
recognised in the opening statement of financial
position on January 1, 2019.

(a) Adjustments recognised on

adoption of IFRS 16

On adoption of IFRS 16, the Group
recognised lease liabilities in relation to
leases which had previously been
classified as ‘operating leases’ under the
principles of IAS 17 “Leases”. These
liabilities were measured at the present
value of the remaining lease payments,
discounted using the lessee’s incremental
borrowing rate as of January 1, 2019. The
weighted average lessee’s incremental
borrowing rate applied to the lease
liabilities on January 1, 2019 was 14.02%.
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FUREMBREER BN
B REBRMBEREERF 165
HBIR S ANEE D ERECEE
% BB BEEEC IZRRED
HEBASHENE GHEMAN KA
REEMKBELAR)  HR=F
—NHBFENLREFTTETE
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F— B — BEFE M B R K b

X7
e

(a) EHRAERMBREENSE
16 SR PR SRR B
B BB B 5 1R S 2R IS8 16
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27. CHANGE IN ACCOUNTING 27. EEBREE(E)
POLICIES (Continued)
(a) Adjustments recognised on (a) BERAERMEREEDNSE
adoption of IFRS 16 (Continued) 16 5% FRRE R E0 A 2 (4%)
2019
—E-NF
RMB’000
AREETTT
(Unaudited)
(CREEEZ)
Operating lease commitments T N\F+=ZA=+—H
disclosed as at December 31, 2018 BENEEHERE 18,310
Discounted using the lessee’s BREITEERABEALEE
incremental borrowing rate at the ER RS )
date of initial application 10,204
(Less): CRL)
Short-term leases recognised on a REGAEABRERNER
straight-line basis as expense HE (3,148)
Lease liability recognised asat ~ —Z—hF— A —BEIAN
January 1, 2019 HEasE 7,056
Of which are: Hep @4
Current lease liabilities nEBHEESRE 4,810
Non-current lease liabilities FRBHEEAE 2,246

7,056
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27. CHANGE IN ACCOUNTING 27. ERTBREE ()
POLICIES (Continued)
(a) Adjustments recognised on (a) ERRERMBEEREERNS
adoption of IFRS 16 (Continued) 16 SEFATERRRY AR 2 (48)
The recognised right-of-use assets relate ERRNEAEEERNTEA
to the following types of assets: EFERIMEE -
June 30, January 1,
2019 2019
ANA=tH —HA—B
—Z-h&E —T-hEF
RMB’'000 RMB'000
AR¥T T ARBFT
(Unaudited) (Unaudited)
(REERZ) (REEERZ)
Properties TE)E 16,262 7,528
Total right-of-use assets & AEEEAE 16,262 7,528
(i)  Practical expedients applied () FRANEXEZER
Bk

In applying IFRS 16 for the first time, 10 & X017 B IR B 75 R

the Group has used the following HEB FE165% K B IR

practical expedients permitted by PoARKEGBRT ZE
the standard: Bl A AN TIER
I HRIE T %

e the use of a single discount . HABFEEMELE
rate to a portfolio of leases BN HEEHEAEA
with reasonably similar BRE
characteristics

. reliance on previous . RIEARLAEE SR

assessments on whether
leases are onerous
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27. CHANGE IN ACCOUNTING

POLICIES (Continued)

(a) Adjustments recognised on
adoption of IFRS 16 (Continued)
(i) Practical expedients applied

(Continued)

3 the accounting for operating
leases with a remaining lease
term of less than 12 months
as at 1 January 2019 as short-
term leases

. the exclusion of initial direct
costs for the measurement of
the right-of-use assets at the
date of initial application.

The Group has also elected not to
reassess whether a contract is, or
contains a lease at the date of initial
application. Instead, for contracts
entered into before the transition
date the Group relied on its
assessment made applying IAS 17
and IFRIC 4 Determining whether an
Arrangement contains a Lease.

(b) The Group's leasing activities
and how these are accounted for
The Group leases various offices and cars.
Rental contracts are typically made for
fixed periods of 1 to 5 years. Lease terms
are negotiated on an individual basis and
contain a wide range of different terms
and conditions. The lease agreements do
not impose any covenants, but leased
assets may not be used as security for
borrowing purposes.

27. EatIEEE ()

(a)

(b)

BEHEAEEMBEREERNSE
16 R FRTRER RO A (48)
() FRANEEEIERE
Tk (&)
. HE_ZT—hF—
A—BXMFHEE
HA 5 R 121E A &Y
LETBEIEREE
HERE

s  EHREBHAGER
FAREE ER NG
HEEEM -

AEBEDRETEER
REAEHFE—EA
AREAMEARNE
CEREHE - HREB
BEHZARITNAER
AEBERBER S E
B 175% A [ B BR B 75
BERBEREEIR —
BE] —RRHEEER
HERFE -

FRENERFHR A S
EH
FEEHETZRRAERS
BEH- HEAR R/ 1E
SEMETEHR - B AR
HEGFGEBHE LA
ERZ TR R R -
EH#ETNBEMBROGT
BREEAENSHEARERA
AR
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27. CHANGE IN ACCOUNTING
POLICIES (Continued)

(b) The Group'’s leasing activities
and how these are accounted for

(Continued)

until the 2018 financial year, leases of
properties were classified as operating
leases. Payments made under operating
leases (net of any incentives received from
the lessor) were charged to profit or loss
on a straight-line basis over the period of

the lease.

From January 1, 2019, leases are
recognised as a right-of-use asset and a
corresponding liability at the date at which
the leased asset is available for use by the
Group. Each lease payment is allocated
between the liability and finance cost. The
finance cost is charged to profit or loss
over the lease period so as to produce a
constant periodic rate of interest on the
remaining balance of the liability for each
period. The right-of-use asset is
depreciated over the shorter of the asset’s
useful life and the lease term on a straight-

line basis.

Assets and liabilities arising from a lease
are initially measured on a present value
basis. Lease liabilities include the net
present value of the following lease

payments:

o fixed payments (including in-
substance fixed payments), less any

lease incentives receivable
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27. CHANGE IN ACCOUNTING
POLICIES (Continued)

27. EatIEEE ()

(b) The Group'’s leasing activities (b) FEEHHEEFTHRESH
and how these are accounted for BHE(1§)
(Continued)

. variable lease payment that are
based on an index or a rate

. amounts expected to be payable by
the lessee under residual value
guarantees

. the exercise price of a purchase
option if the lessee is reasonably
certain to exercise that option, and

. payments of penalties for
terminating the lease, if the lease
term reflects the lessee exercising
that option.

The lease payments are discounted using
the interest rate implicit in the lease. If that
rate cannot be determined, the lessee’s
incremental borrowing rate is used, being
the rate that the lessee would have to pay
to borrow the funds necessary to obtain
an asset of similar value in a similar
economic environment with similar terms
and conditions.

Right-of-use assets are measured at cost
comprising the following:

o the amount of the initial
measurement of lease liability

o any lease payments made at or
before the commencement date
less any lease incentives received

o HURRIEHE S TMA
BHENNE

o FRMEARBHRERERE
SHEM RS

o BEEEEEMITEME
iR AMAGERE
TR EE - UK

. RIEFREMEIREE -
A TR 2 10 & A I Bl i
AABITER EAER
be 2

HEMNRBEZRBAENZ X
P o MREEEEZ AN X -
A R A AT A RO E B RF
= A ABERCE R
SGTEGEBERINEE N
BEERMRHEABT ST
IAATHOR % -

EREEERBRANGE B
hRARBEATEE

s HEAFEMGIESE
e HEHEHRBAHZH

SNHEENKE
R E EiEN =05 4]
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27. CHANGE IN ACCOUNTING
POLICIES (Continued)

(b) The Group'’s leasing activities

and how these are accounted for
(Continued)
o any initial direct costs, and

. restoration costs.

Payments associated with short-term
leases and leases of low-value assets are
recognised on a straight-line basis as an
expense in profit or loss. Short-term leases
are leases with a lease term of 12 months
or less.

148 MIE HOLDINGS CORPORATION e Interim Report 2019

27. EatEEE ()

(b) ZKEMHARIDRAEH
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