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Interim Results ==

The board of directors (the “Board”) of Sino Oil and Gas Holdings RERRIZERAER AR (AR EEe ([EE2])
Limited (the “Company”) announces the unaudited interim results B ARRIRENBAR (I AEE])#HZ2020
of the Company and its subsidiaries (collectively the “Group”) for F6HA30HIEANER 2 REEZPHEEMT ¢

the six months ended 30 June 2020 as follows:

Condensed Consolidated Statement R4S 2 mEmUREs
of Comprehensive Income
For the six months ended 30 June 2020 H ZE2020F6 A30H IE/~1E A
2020 2019

(Unaudited) (Unaudited)
(REER) (REEHEZ)

Notes HK$’000 HK$’000

Pt 5 FERT FABT
Revenue - 5 118,884 157,807
Direct costs BEKAR (96,979) (133,752)
Gross profit EX 21,905 24,055
Other income =N 6 39,513 39,821
Other losses, net H b B5 185 &8 7 (4) (55)
Selling and distribution expenses HERDHER (4,509) (4,025)
Administrative expenses THER (23,654) (32,642)
Profit from operations KRR 33,251 27,154
Finance costs B & AR 8(a) (100,982) (92,146)
Share of profit/(loss) of an associate EMR—RBEE N REF, (BEE) 10 (101)
Loss before income tax expense BRATEBHR I HATEE 8 (67,721) (65,093)
Income tax expense B 9 649 (1,964)
Loss for the period REEIE (67,072) (67,057)
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Condensed Consolidated Statement

of Comprehensive Income

For the six months ended 30 June 2020

VN

ERAARE 2E W

#H £2020F6 A308 1E/51@ A

2020 2019
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Notes HK$’000 HK$’'000
k=2 FET FAT
Other comprehensive income, after tax Hib2HEWKE  BRBE
Item that may be reclassified to profit or loss: TEEHF I EEEFZ2ER
Exchange differences on translating BEINETE 2
foreign operations EHER (61,240) (65,917)
Item that will not be reclassified to TREHF EZERZ
profit or loss: HA
Change in fair value of equity investments BEEZEAFESAEMEAEKZES
designated at fair value through other R ERRE 2 A TFEEE
comprehensive income (50) =
Other comprehensive income for the period, AHEMEEWE - REIE
after tax (61,290) (65,917)
Total comprehensive income for the period A EHEIKNSARE (128,362) (132,974)
Loss attributable to: DT ALTEGEE:
Owners of the Company ZAN/NEIE Z =N (67,577) (69,462)
Non-controlling interests R 505 2,405
(67,072) (67,057)
Total comprehensive income attributable to: LTATEGEZERZEE:
Owners of the Company ZiN/NETE? ¥ =N (128,693) (135,115)
Non-controlling interests FEFE AR HE 2 331 2,141
(128,362) (132,974)
HKS$ cents HK$ cents
7 7T (i) 77T ()
Loss per share HREE
- Basic and diluted —EARR#EE 11 (2.02) (2.08)

Sino Oil and Gas Holdings Limited FE A RZER AR 2 7




Condensed Consolidated Statement B RR 4T & B A AR O 3R

/\\/ \
of Financial Position
At 30 June 2020 1202056 A30H
30.6.2020 31.12.2019
(Unaudited) (Audited)
(REER) (B=7)
Notes HK$’000 HK$’000 HK$'000 HK$'000
Mz TR TERL TEL THET
Non-current assets FRBEE
Property, plant and equipment ER ST 12 1,968,893 2,020,056
0il and gas exploration and evaluation assets MROR NI EEE 68,587 70,870
Right-of-use assets FREAE 9,076 11,171
Intangible assets B EE 13 2,058,979 2,107,856
Goodwill S 11,128 11,347
Interest in a joint venture R—REE %2 ER - -
Interest in an associate NN AUNEIPA: £ 57,358 57,549
Financial assets at fair value through profit or loss  Z AT ERBERIGNMEEE 16,539 16,237
Equity investments designated at fair value EERATESBEM2EMNE
through other comprehensive income S8R 2 R A 453 503
Deposits and prepayments Be RBAFE 14 29,477 44,152
Loans receivable EKER 49,465 64,415
Total non-current assets ERBEELE 4,269,955 4,404,156
Current assets RBHEE
Inventories RE 50,103 9,906
Financial assets at fair value through profit or loss & A T {EEBERIIENT K EE 14,331 15,956
Trade, notes and other receivables, R - ERER R EK
deposits and prepayments R Re REHTE 14 446,004 456,571
Short-term investment HERE 65,714 67,104
Loans receivable FEWER 26,541 8,725
Amount due from a joint venture Eh—RA8EFE 323 320
Restricted cash at banks REHBTRE 927 10,096
Cash and cash equivalents BeRBEEED 119,207 3,728
Total current assets rgsEe® 723150 572,406
Total assets HEE 4,993,105 4,976,562
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Condensed Consolidated Statement
of Financial Position

At 30 June 2020 %2020 6 A30H
30.6.2020 31.12.2019
(Unaudited) (Audited)
(REER) (B&%)
Notes HK$'000 HK$'000 HK$'000 HK$’000
[z THET TR FHL TER
Current liabilities REBEE
Trade and other payables and accruals FERER  EtEUaRERER 15 (303,583) (445,918)
Borrowings EE 16 (110,236) (94,474)
Convertible note THRREE 17 (1,270,773) (1,198,804)
Financial liabilities at fair value through ROTFEBBERIIEN
profit or loss HBEE 17 (9 (46)
Deferred income R A (1,856) (1,921)
Lease liabilities MERE (3,900) (4,778)
Taxation HIE (8,391) (8,931)
Total current liabilities mEaEaRE (1,698,748) (1,754,872)
Net current liabilities RBRETE (975,598) (1,182,466)
Total assets less current liabilities HEERRBER 3,294,357 3,221,690
Non-current liabilities k¥RBEE
Provisions Bt (11,911) (12,146)
Borrowings BE 16 (605,013) (417,136)
Deferred income EEWA (147,840) (132,691)
Lease liabilities HEAR (1,591) (2,340)
Deferred tax liabilities ELEHEAR (9,347) (10,360)
Total non-current liabilities ERBAREE (775,702) (574,673)
NET ASSETS BERE 2,518,655 2,647,017
Capital and reserves attributable to ARREEAELNR
owners of the Company BRK B
Share capital RAK 334,544 334,544
Reserves i 2,174,948 2,303,641
Equity attributable to owners of the Company KNABE AEG#RE 2,509,492 2,638,185
Non-controlling interests R ER 9,163 8,832
TOTAL EQUITY aER 2,518,655 2,647,017

6 Sino Oil and Gas Holdings Limited HEIARIER AR 2 7



Condensed Consolidated Statement
of Changes in Equity

For the six months ended 30 June 2020 — unaudited

i BA

/\\/ \

#H E2020F6 A308 1L/ A A — REEX

Equity attributable to owners of the Company

ARNAREAELRR
Share Fair Non-

Share Share  Contributed option value  Exchange Accumulated controlling Total

capital premium surplus reserve reserve reserve losses Total interests equity

B ROEE AHES BRERE LTERE EXRE  ZiER i FERER Bgs

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

Thn TiEn Thn TiEn Thn Th iR Thn Thr Thn

At 1 January 2020 #20205141R 334,544 4,486,438 81,043 35,128 (7,094)  (417,933) (1,873,941) 2,638,185 8,832 2,647,017

(Loss)/profit for the period A (BE) /&7 - - - - - - (67577)  (67,577) 505 (67,072

Other comprehensive income Efh2ElE - - - - (50)  (61,066) - (61,116) (174)  (61,290)
Total comprehensive income RE2ANGAE

for the period - - - - (50)  (61,066) (67,577)  (128,693) 331 (128,362

At 30 June 2020 #20206A30R 334,544 4,486,438 81,043 35,128 (7,144)  (478,999) (1,941,518) 2,509,492 9,163 2,518,655

At 1 January 2019 1201941418 334544 4,486,438 81,043 35,128 (6,641)  (284,626) (1,642,989) 3,002,897 5709 3,008,606

(Loss)/profit for the period A (BE) /&7 - - - - - - (69462)  (69,462) 2405  (67,057)

Other comprehensive income ~ Efi 2l - = - = - (65653 - (65653 (264)  (65,917)
Total comprehensive income RH2ANGAE

for the period - - - - - (65,653) (69,462)  (135,115) 2,141 (132974)

At 30 June 2019 #2019%6A308 334544 4,486,438 81,043 35,128 (6,641)  (350,279) (1,712,451) 2,867,782 7850 2,875,632
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Condensed Consolidated Statement BSAHgGSH S RER
of Cash Flows

For the six months ended 30 June 2020 #H Z=2020F6 A308 (F/~@ A

2020 2019
(Unaudited) (Unaudited)
(REBER) (CREEEZ)

HK$’000 HK$’'000
FET T T
Net cash generated from operating activities REEBRFTEEZRESFEH 56,963 37,913
Net cash (used in)/generated from investing activities REFE (FiH) E4X2HLFE (119,323) 9,470
Net cash (used)/generated before financing activities BMEESR(FTA) EEXZRSFHE (62,360) 47,383
Net cash generated from/(used in) financing activities BEFBEL (FiA) 2HLFHE 178,191 (62,955)
Net increase/(decrease) in cash and cash equivalents & RIELZEEWEMN R ) F5E 115,831 (15,572)
Cash and cash equivalents at 1 January R1IA1BZ R RREEEY 3,728 36,949
Effect of foreign exchange rate changes on cash and RekReESBEYEREFH 2 FE
cash equivalents (352) (5,090)
Cash and cash equivalents at 30 June, MRE6HA30R IR MBS EEY
representing cash and bank balances -BM3R & K ER1T A &% 119,207 16,287

8 Sino Oil and Gas Holdings Limited hEIARIER AR 2 7
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Notes to the Condensed Consolidated
Financial Statements

GENERAL 1. — &R

The Company was incorporated as an exempted company with ARARREBEBRE - NLN\—FR28E (BEFD R
limited liability in Bermuda on 2 November 1999 under the 1999F 11 A2AFEREFMH L AZREER
Companies Act 1981 of Bermuda (as amended) and its shares ANal ERE D R2000F2 9B R EABH AR S
were listed on the Main Board of The Stock Exchange of Hong FIERARERLEM - AAFZ2EMPEERE
Kong Limited on 9 February 2000. The registered office and Z &4 25 RIfZ A Clarendon House, 2 Church
principal place of business of the Company are located at Street, Hamilton HM141, BermudaX & /& /&%
Clarendon House, 2 Church Street, Hamilton HM11, Bermuda 2B ERESHAKNELE -

and 44/F, Office Tower, Convention Plaza, 1 Harbour Road,

Wanchai, Hong Kong, respectively.

BASIS OF PREPARATION AND GOING CONCERN 2. REBIEERDEERKERE

ASSUMPTION
(a) Basis of preparation

The interim financial report of the Group has been

(a) MBEE
AE EZ‘:F' Hﬁﬁﬂ%*&iﬂﬁﬁniﬁﬁéﬂéﬁéx

prepared in accordance with the applicable disclosure FrERAREREMmARA (T ETHRAL) &
provisions of the Rules Governing the Listing of ZHEMX%@%&%}% uﬂ'Eﬂi"’\ﬁEWﬁZ<@.§
Securities on The Stock Exchange of Hong Kong Limited BEEER)EIAR [P EHTBERE | 248

(the “Listing Rules”) and the Hong Kong Accounting
Standard (“HKAS”) 34,
issued by the Hong Kong Institute of Certified Public

“Interim Financial Reporting”,

o BEREBERAENEBEGHERIFE3LN
MUTE 2 AR 5 R B BT A 2 MU - B S
RE EXESTBRRZEARZREAEBER

Accountants (“HKICPA”). The preparation of an BEEEAE ﬁ‘“[*ﬁ’é?éﬁﬁ%%ﬁl}\&i‘i
interim report in conformity with HKAS 34 requires B BEREEARANNRZEME -

management to make judgments, estimates and
assumptions that affect the application of policies and
reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results
may differ from these estimates. This interim financial
report contains condensed consolidated financial
statements and selected explanatory notes. The notes
include an explanation of events and transactions that
are significant to an understanding of the changes in
financial position and performance of the Group since the
2019 annual financial statements. The interim financial
statements and notes thereon do not include all of the
information required for a full set of financial statements
prepared in accordance with Hong Kong Financial

Reporting Standards (“HKFRSs”).

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

Y %ﬁﬂﬂ%#ﬁ%%@%%Eﬂﬁé\ﬂﬁ%#&%&ﬁﬁ
DML o MIFERIA T B 20194 F E Rk
TISEIAK - RS E 2 B AR & 8 Ko
REANAEBER 2 EMHRXS e+ HR
BHRREMIRE BRRR(BEEM RS E
AR ERBTBUBRRATZZEHER

oh A BA T R R
ZZBe%EH -

BEHARRA

BB

\
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Notes to the Condensed Consolidated
Financial Statements

2. BASIS OF PREPARATION AND GOING CONCERN
ASSUMPTION (Continued)

(a)

(b)

Basis of preparation (Continued)

The financial information relating to the financial year
ended 31 December 2019 that is included in this interim
financial report as being previously reported information
does not constitute the Group’s statutory financial
statements for that financial year but is derived from
those financial statements. The auditor has expressed
disclaimer of opinion on those financial statements in
his report dated 31 March 2020. Statutory financial
statements for the year ended 31 December 2019 are
available from the Company’s head office or at the
Company’s website (www.sino-oilgas.hk).

Going concern assumption

As at 30 June 2020, the Group had net current liabilities
of HK$975,598,000.
uncertainty which may cast significant doubt about the
Group’s ability to continue as a going concern.

It indicates the existence of

In respect of the issue of the Group’s net current
liabilities position as at 30 June 2020, the convertible
note with a principal amount of HK$1,014 million due in
late September 2020, posing a great financial pressure
to the Group. The Group has explored various plans
during the period in order to reduce the financial burden
of the Group. The management has actively engaged
in the discussion of the above issue with the note
holder. Although no binding proposals or terms have
been reached, both parties have conducted in-depth
discussion on several feasible options. The options
include but are not limited to, (i) assisting the negotiation
of certain potential investors with the note holder who
are interested in acquiring the convertible note; and (ii)
exploring the possibilities with the note holder to further
extend the maturity of the convertible note.

In addition, three major shareholders and directors of the
Company have confirmed that they will provide continuing
and sufficient financial support to the Group when the
Group faces financial difficulties. The Group would have
sufficient working capital to finance its operations and
to meet its financial obligations as and when they fall
due. Accordingly, the directors are of the opinion that it
is appropriate to prepare the financial statement for the
period ended 30 June 2020 on a going concern basis.

Sino Oil and Gas Holdings Limited FE A RZER AR 2 7

2. RAUBERKFEKERR(F

(a)

(b)

mMBEXE ()

N H B BT 7% 3R 5 P E BN £20195F 12 A31
AIEMBEE2HBERN REERZER
B TERAEBZMBEEZEATEWB
HmE EEMRRE BT BREK - XA A
B 20203 A31A 2 i H A iR & &
FHZEMBERERTERER - H1 22019
FI2A31B EFEZEEM B @K IR
RATZ AW ERZ - kBB ARQF AU

(www.sino-oilgas.hk) °

BEEERR

M20206A30H  AEERREEEFRE
/975,598,000 L - EXPAEFEEEZETHEE
HZx At g ASBBELCENELSE
REER o

A E2020F6 4308 HERB B EFEN
MR ERAR2020 FOARKIHNAE A
1,014,000,0007%8 jT 2 ] 2 ik R IR AL FE &
WIIEES - NEBNRE R BRSBTS @

FPEIETII IR - B R E AR B oI %
BE -EEEREREZRERSE ARELH

RRETTHERY - BN WMOR AR AR
DERLGER BEERETEITIRERE
FEAETRATR  BRETRR - ()H
BEEREEREBSH A RS2k
RE WINEREFAEARSE - FLTRA
BEREEIHA 2R -

PEoh  ARBRZZETERRREECHER
NEEEGITISRER S ERNETDIRERSE
KRB ZFE ~EEBBEREHEESR
ChAHEEBEREES A EERA X
& B R HLE R $12020%6 A30H 1F B A
M mERBEE -



SIGNIFICANT ACCOUNTING POLICIES

This interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2019 annual
financial statements, which have been prepared in accordance
with all applicable HKFRSs, except for the new standards,
amendments and interpretations of HKFRSs issued by HKICPA
which have become effective in this period.

Details of the changes in accounting policies due to the
adoption of new and revised HKFRSs are set out in note 4.

ADOPTION OF NEW AND REVISED HKFRSs

In the current period, the Group has applied, for the first time,
the following new standards and amendments to HKFRSs
issued by the HKICPA which are mandatorily effective for the
annual period beginning on or after 1 January 2020 for the
preparation of the Group’s condensed consolidated financial
statements:

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 7,
HKFRS 9 and HKAS 39

Interest Rate Benchmark
Reform

Amendments to HKAS 1
and HKAS 8

Definition of Material

Revised Conceptual Revised Conceptual

Framework Framework for Financial

Reporting

The application of the new and amendments to HKFRSs in
the current period had no material impact on the Group’s
financial performance and positions for the current and prior
periods and/or on the disclosures set out in these condensed
consolidated financial statements.

MAAARE B 15 R R MY 7t

FESTTHER

ISR HA B 7S RS R FR20194F F [ BT IS SRR AR A
ZEHBRRIAEAZEENERE LR
BREBESMASHEMOZMABERZERNES
MM EER  REBGRAGBMNANEM
ERZ I REAEFT 2 BB REER RERE -

RN RN AT REERT BB MG ER M EH
B BRSSO F BN T -

RAFMTREBITEEMBEREER
KA - REBEE & RIRH T B S & &6
RERHNINTREETEEMBRELA - &
REEAEBEREAMBREMS - 120204
1 A1 5 S E (4 B 44 10 4 B R S 6 A

BB 15 w4 22 A
EXY i -

EHOEE

BREWBREEAFT
5 BEMBRE
HERFIRNEESR
FHERIFEI95E ZIEFT

FEEENE

FREHENEIRE BEANER
BB G ER 8
ZER]
RIS SER RIEFTH B RS
MSER

RN HAfE B AT R] AR IERT BB M IS i R A
SENAIE R BEBBO B RR KK R,
KAGEMBEBREMBNRBELBEATE
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Notes to the Condensed Consolidated
Financial Statements

5. REVENUE AND SEGMENT REPORTING 5, BEXERHBHE
The Group determines its operating segments based on the AEBIREBLERREFZRDL A AEL RS 1E
reports reviewed by the chief operating decision-maker that REZMEBTEHKEDE o

are used to make strategic decisions.

During the period, the Group has four (2019: four) reportable R AEBEHEAUE (20194 : E) afkE 5
segments. The segments are managed separately as each B ARNSEEFRBETNADEREREZEZ R
business offers different products and services and requires R WO EBIERE - A TNAEAERR]
different business strategies. The following summary REDEEEZHE «

describes the operations in each of the Group’s reportable

segments:

i)  Coalbed methane: Exploration, development i) HEER: R RAEMAEER
and production of coalbed i)
methane

ii) Raw and cleaned coal: Raw coal washing and sale i) FRENMEE [ S 388 0 6 6 TR R
of raw and cleaned coal PELTSS

iii) Oil and gas exploitation: Exploitation and sale of i) ABMRXARHRK: HEREEERBNX
crude oil and natural gas AR

iv)  Financial services: Provision of financial iv) BTSRRI : FE B 7% AR 7%
services

There are no sales or trading transactions between the EBOoBETELEREERS - DEWANFH

business segments. Corporate revenue and expenses are not TAPHERRELHI  BERERETERKLREELE

allocated to the operating segments as they are not included AN ERIEN D EETEN ELIEEBINE

in the measurement of the segments’ results used by the FRAXER °

chief operating decision-maker in the assessment of segment
performance.

12 sino Qil and Gas Holdings Limited B h & =R AR 2 7
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5. REVENUE AND SEGMENT REPORTING (Continued) 5, BXHENOIFE (/;é';)
For the six months ended 30 June 2020, the segment EZEXE 2o PEREBMT :
information about these businesses is set out as follows: EHZE2020F6 A30H IE/<1E A
Coalbed Raw and 0il and gas Financial
methane cleaned coal exploitation services  Unallocated Total
RER byl
BER BE AARBEEK BBRY AR @t
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
TERT TER TERT TERT TER TERT
Results E
Revenue from external HEB-REM
customers EEZHA
— Within the scope of ~ BB BREEA
HKFRS 151 155 & E A 52,500 61,930 - - - 114,430
- Interest income from — B BRI A B A
financial services - - - 4,454 - 4,454
52,500 61,930 - 4,454 - 118,884
Segment results & ZaRE (U 28,469 1,841 9,681 2,127 (8,904) 33,214
Change in fair value of BRATEERER
financial liabilities at fair SRz G EE L
value through profit or loss A (& &) - - - - 37 37
Finance costs BMERA (4,902) (501) - (84) (95,495) (100,982)
Share of profit of an associate JE{f — 5 it 4 A 7% 7l 10 - - - - 10
Profit/(loss) before BRETET X Al
income tax expense i,/ (E8) 23,577 1,340 9,681 2,043 (104,362) (67,721)
Income tax expense iRET g - 677 - (28) - 649
Profit/(loss) for the period  AEFEF|/ (B ) 23,577 2,017 9,681 2,015 (104,362) (67,072)
Assets and liabilities BEEREE
At 30 June 2020 2020565300
Reportable segment assets A i & 7 25 & i 4,228,060 149,800 354,000 99,959 161,286 4,993,105
Reportable segment AHEDHEED
liabilities ™ 299,938 74,215 15 237,776 1,862,506 2,474,450

Interim Report 2020 A #i R & 13



Notes to the Condensed Consolidated
Financial Statements

5. REVENUE AND SEGMENT REPORTING (Continued) 5.
For the six months ended 30 June 2019, the segment

EXERIBEE (B
BERSEBZHBARRIIMT -

information about these businesses is set out as follows: HZE2019F6 A30H I/~ A

Coalbed Raw and 0Oil and gas Financial
methane  cleaned coal exploitation services Unallocated Total
RER yapi kil
KER BE XARBEE B T BR 75 ROl Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FTAEL FEL FAET FEL FEL FTET
Results E4
Revenue from external HEB-REM
customers BEZHA
— Within the scope of ~ BB BREEA
HKFRS 15 155 & E AW 58,185 73,980 = = = 132,165
- Interest income from — B BRI A B A
financial services - - - 25,642 - 25,642
58,185 73,980 - 25,642 - 157,807
Segment results & pEES U 18,858 12,326 9,816 590 (14,682) 26,908
Change in fair value of BATEBEREER
financial liabilities at fair FIE 7B REL
value through profit or loss NEEES - - - = 246 246
Finance costs BERA (3,272) (742) - (164) (87,968) (92,146)
Share of loss of an associate  [E{f — K4 A B2 (101) = = = = (101)
Profit/(loss) before BRETET X Al
income tax expense Al (EE) 15,485 11,584 9,816 426 (102,404) (65,093)
Income tax expense FIEH X - (1,964) = = = (1,964)
Profit/(loss) for the period  AEFEF|/ (B ) 15,485 9,620 9,816 426 (102,404) (67,057)
Assets and liabilities BEEREE
At 30 June 2019 R201956A30H
Reportable segment assets' 7] ¥ & 43 20 & i 4,366,686 142,223 350,704 38,258 76,261 4,974,132
Reportable segment AHRED A ED
liabilities ™ 407,084 30,795 16 6,566 1,654,039 2,098,500
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REVENUE AND SEGMENT REPORTING (Continued)

Notes:

(i) Unallocated results mainly include salaries, expenses relating
to short-term leases and professional fees for Hong Kong head

office.

(ii)  The segment result of coalbed methane includes government
subsidies and grants of HK$24,193,000 (six months ended 30

June 2019: HK$24,454,000).

(iii)  Unallocated assets mainly include cash and cash equivalents,
short-term investment, financial assets at fair value through
profit or loss and equity investments designated at fair value
through other comprehensive income. Unallocated liabilities
mainly include loans from a director and a shareholder, financial
liabilities at fair value through profit or loss, corporate bonds and

convertible note.

(iv) The timing of revenue recognition is a point in time within the

scope of HKFRS 15.

OTHER INCOME

AR AR & B 15 R R P

5. BXHERSHBHRE (&)
e

() KAOERFETEBEIRA HEMESHBEE
AREXERSEEEMERRX -

(i)  HERDIPEE B IE BT BL & 4 B124,193,000
77t (20196 A30H 1E/NfE A : 24,454,000/
JT) °

iy RPMEETZRERNRSEEY  EHEK
& RATEBEREBERINEZMIEEERZATE
FREMEEREIEZESRE -MASEAE
FEVERERRLEZNEE  BAFESBE
=HIRZHEAE  CEBFRATBRKRER-

(iv) MERWAZEREAEEYEREERF155:E E
A 2 S I B e 2

6. HW A

Six months ended 30 June

BZ6H30HLLAKEA
2020 2019
HK$’000 HK$'000
THExT T T
Interest income B A
- bank deposits —RITER 10 8
- short-term investment —RHERE 4,589 4,792
— others (note (i) — E A, (B =) 9,688 10,287
Total interest income on financial assets REHEK AR 2 MIEEE 2
measured at amortised cost A B U A R EE 14,287 15,087
Government subsidies and grants (note (ii)) 5 T 78 B R 4 B (Bf 35 Gii)) 24,193 24,454
Others H it 1,033 280
39,513 39,821
Notes: B &E
(i) It mainly represents the interest income from the refundable () HaFSWAFZERKREMEXMAER ZRE

deposits paid for possible acquisitions of Canada oil fields.

Please refer to note 14(iv) for details.

B9 A BB (BT FEL4(iv)) ©

(if)

It represents the regular subsidies received during the period
from relevant government authority on the sales of coalbed
methane and VAT refund on the sales of coalbed methane from
local tax bureau. Both of them were generated from the coalbed
methane segment as disclosed in note 5.

(i) U T AR BA BT BB P A AR B SREH B OB B R R I
BB EEHPIREERFEERE ZEER - MER

ERERERD R (FIES) -
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Notes to the Condensed Consolidated

Financial Statements

7. OTHER LOSSES, NET

7. HtbhBIRFE

Six months ended 30 June

BZ6A30H L~ {EA
2020 2019
HK$’000 HK$'000
FET FHET

Change in fair value of financial liabilities BRATFEEBERTIKZ

at fair value through profit or loss HHaEATEE 37 246
Exchange loss, net PE i B 18R 5 (41) (301)
(4) (55)

LOSS BEFORE INCOME TAX EXPENSE

Loss before income tax expense is arrived at after charging:

8. RATBHIHAER

BRI AT B R 2 6k -

Six months ended 30 June

B Z6H30HIE<EA
2020 2019
HK$’000 HK$'000
FET FET
a) Finance costs (a) WERAK
Interest expense for financial liabilities FERATEEEBIEEYEED
not at fair value through profit or loss: FHEaBE I ANESH
Interest on corporate bonds TEEHZHE 16,317 17,058
Interest on borrowings BEEF . 8,648 3,638
Imputed interest on convertible note AR R 2 FE & F B 71,969 62,319
Interest on lease liabilities HEARBHNE 400 954
Others HAh 462 13
97,796 83,882
Less: interest capitalised in qualifying assets B BASREEZENEF B (2,500) (2,250)
95,296 81,632
Other finance costs: HibmE A :
Amortisation of convertible note transaction cost B ES S WA ¥ - 4,417
Amortisation of corporate bonds transaction cost TEBER IR 2 #H 5,686 6,097
5,686 10,514
100,982 92,146
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8. LOSS BEFORE INCOME TAX EXPENSE (Continued) 8. BRFERSHAEE (&)
Six months ended 30 June
HZ6H30H L AEA
2020 2019
HK$’000 HK$'000
TER FHET
b) Employee costs b) BIRAX
(including directors’ remuneration) (BREE=HS)
Salaries, wages and other benefits F& ITEREMER 11,955 15,001
Contributions to defined contribution TE R HFURIRGT 8 2 HR
retirement plan 355 371
12,310 15,372
c) Other items c) HMER
Cost of inventories sold recognised ERRAEANEERE
as expenses B AR 56,254 57,489
Depreciation on property, plant and equipment WE BHEMREZITE 16,627 17,409
Depreciation on right-of-use assets FREEEZINE 2,919 3,045
Amortisation on intangible assets R EEH#H 8,255 9,279

Interim Report 2020 A # sk & 17



Notes to the Condensed Consolidated

Financial Statements

9. INCOME TAX EXPENSE

9.

No provision for Hong Kong profits tax has been made as the

group companies which have estimated assessable profits

subject to Hong Kong profits tax had estimated tax losses

available to offset against the estimated assessable profits
for the six months ended 30 June 2020 and 2019. During the
six months ended 30 June 2020 and 2019, the subsidiaries
in the People’s Republic of China (“PRC”) were subject to

statutory tax rate of 25%.

The amount of income tax expense, charged to the condensed

consolidated statement of comprehensive income represents:

8B i

# £2020F6 A30H }¥201946 A30H It /N @
A BREEAR (HEERHMNEBNER 2 At
JE SR v F) B (h EH R I8 & 18 T K S X &L E£2020
& %2019%6 A30R IFAifE 2 {d 5T E AR Bl m 7
A TR BB RS T EE - BLE2020%6 HA30
H %2019F6A30H I XA A ' P EARHK
FE (TRE]) 2 KB A B A E i R25% % At
I o

RERAZEEEBERNRNAEHRER

Six months ended 30 June

B Z6A30H L AfEA
2020 2019
HK$’000 HK$’000
FET FAET

Current income tax BNEAFT 15 3

- PRC enterprises income tax — BB EMER 169 1,964
Deferred tax for the period BN 2 IR ER IR (818) -
Income tax expense FriS i (649) 1,964

10. DIVIDEND

10.

The directors have neither declared nor proposed any

dividends in respect of the six months ended 30 June 2020

(six months ended 30 June 2019: nil).
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11. LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$67,577,000 (six months ended 30 June 2019: loss
of HK$69,462,000) and the weighted average number
of 3,345,439,000 (six months ended 30 June 2019:
3,345,439,000) ordinary shares in issue during the
period.

Diluted loss per share

Diluted loss per share for the six months ended 30 June
2020 and 30 June 2019 is the same as the basic loss
per share as the Company’s outstanding share options
and convertible note, where applicable, had an anti-
dilutive effect on the basic loss per share for the period
ended 30 June 2020 and 30 June 2019.

12. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2020, the Group

13.

incurred the expenditure on property, plant and equipment with
a cost of HK$2,897,000 (six months ended 30 June 2019:
HK$11,786,000) and interest capitalised is HK$2,046,000
(six months ended 30 June 2019: HK$1,726,000).

INTANGIBLE ASSETS

The intangible assets represent mainly an operation rights

in respect of coalbed methane project in the PRC and a

favourable supplier agreement in respect of raw and cleaned

coal project in the PRC. Full impairment has been made on the

value of the favourable supplier agreement in 2018.

MRAAR & B 15 Rk MY

]|E'E||/

11.BRER
(a) BRELRERE
BREABERDIBREBEARRIEAR A ZE
5 E5 18 67,577,000 7T (201946 A30
BIEAEA : BE 69,462,000 L)
NEHBABEHTEBRZNETHH
3,345,439,000/% (201946 A301 1t 7~ @
H : 3,345,439,0000% ) L@t & -

(b) BREBEHE
#H E2020%6 A30H &2019F6 A30H I/~
A ER#EEEERGREKNEEER -
E AR A 8 ARITE 2 B AR AE R TR AR 3= 4% (40
HEA) ¥ H E2020F6A30H K&2019%6
A30BIEERN  EERBEZE -

12.9%¥ - BERRE
B E£2020F6 A30R IE N f@l A - N"E B @R Y
¥ BEKEEZEAREAARE2,897,000/% 7T
(B =201966 A301E7~ @A : 11,786,000% 7T)
KB AREF B A 52,046,000 7T (B2 2019F
6A30R LA A : 1,726,000/ L) °

13. B EE
EREETEAMATALBRER 2 LBER
BEMBEEEE 2 BSHREEIRE - ESHED
13 B R201845 2 #ORE A 18 RS -
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Notes to the Condensed Consolidated
Financial Statements

14. TRADE, NOTES AND OTHER RECEIVABLES, 14. EWEES: - ENERE - HAibEUWBESS -
DEPOSITS AND PREPAYMENTS BERFEMARE

30.6.2020 31.12.2019

HK$’000 HK$’'000
FET T T

Non-current assets EMEEE
Deposits and prepayments (note (ii)) & KA KA (B aEi)) 29,477 44,152

Current assets mENE E

Trade receivables (note (i)) JrE s BR SR (P =E()) 22,343 29,306
Less: impairment loss (note (v)) B BB EE (K RE(w)) (304) (310)
22,039 28,996
Notes receivable e ZE & 13,213 5,761
Other receivables (note (iii)) H th, 18 2 BR 3R (PR = (i) ) 88,718 86,916
Less: impairment loss (note (v)) B R EEE (B EE(v)) (25,903) (25,940)
62,815 60,976
Other deposits (note (iv)) Hibiz e (BtsE(iv)) 315,144 322,609
Less: impairment loss (note (v)) B BB EE (K RE(w)) (12,873) (13,591)
302,271 309,018
Utility deposits KEEE® 172 172
Prepayments TE B 45,494 51,648
446,004 456,571
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14. TRADE, NOTES AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (Continued)

Notes:

(i)

(if)

(iii)

(iv)

The ageing analysis of trade receivables, net of loss allowance,

M ARAR & B 15 R R M 5

'_||E'—|||/

14. FEWRR - EWRE - HMaBEWRN
BERANKREGE)
i

M EMRIZER A 2B AR (FOBR B IR B

based on invoice date at the end of reporting period is as ) ZEBSITHT :
follows:
30.6.2020 31.12.2019
HK$’000 HK$’000
FHET FHET
Current or within 30 days HEF sk 30K 22,039 28,996

As at 30 June 2020, the balance included prepayments and
deposits paid for exploration costs of HK29,477,000 (31
December 2019: HK$44,152,000) on the Group's construction

in progress.

As at 30 June 2020, the balance mainly included interest
receivables of short-term investment of HK$27,327,000
(31 December 2019: HK$23,215,000), and consideration
receivables of HK$24,000,000 (31 December 2019:
HK$24,000,000) on the disposal of a subsidiary.

As at 30 June 2020, the balance mainly included deposits
of HK$227,668,000 (31 December 2019: HK$240,363,000)
paid for possible acquisitions of Canada oil fields and
interest receivables of HK$86,614,000 (31 December 2019:
HK$81,228,000) in relation to these deposits. The deposits

were interest bearing at 8.5% per annum.

There was no movement in the impairment loss account for
the Expected Credit Loss in respect of trade receivable, other
receivable and other deposits for the six months ended 30 June
2020 (for the six months ended 30 June 2019: nil).

(i) 72020%F6H30H ' B REBREHAEEETEZIRE
2 TA B R A ZK29,477,0005% 7T (2019412 A31
H : 44,152,000/ 7T) °

(i) 20206 A30H ' KRN BIEEWEBHEZEEF S
27,327,000/ 7T (201912 A31H : 23,215,000
B T) R EF R A2 R E24,000,0007 7T
(2019412 A31H : 24,000,000/ 7T) °

(iv) 20209 6H30H ' # B 1 & ©227,668,000
7T (201912 A31H : 240,363,000/8 T) K& £
%4 R 2 W FI 586,614,000/ T (2019412
A31H : 81,228,000/ 7T) ° liEE AZAA R A 4L
WEMERMEZIZS K INEF8.5%:TH F

B o
(v) EZ=2020F6A308 L/~ EA @ FEUERIR - EffE

WEER R EMize s EHEERERBERAE
(201946 A30B LA A : £) o
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Notes to the Condensed Consolidated

Financial Statements

15. TRADE AND OTHER PAYABLES AND ACCRUALS

15. BNRMR - HttENRERBAREA

30.6.2020 31.12.2019

HK$’000 HK$’000
FTHT T T

Current liabilities mBaE
Trade payables J& 1< BR 3R 17,937 11,385
Other payables and accruals (note (i)) B RIBERIERER (MRE)I) 235,193 403,515
Receipt in advance T8 Y F0IE 36,083 16,648
Amounts due to shareholders (note (ii)) JE A< RS 3R R TE (BT s (i) 14,370 14,370
303,583 445,918

Notes:

(i) It mainly includes exploration costs and related interest payable
of approximately HK$109,506,000 (31 December 2019:

HK$232,425,000) in respect of oil and gas properties.

(ii)  The loans are unsecured, interest free and repayable on demand.

22 Sino Oil and Gas Holdings Limited FEH R IER AR 2 7

B aE -
(i) EMENREBREEBEBREEZEMBTRKAR
I FI B 49109,506,000/% 7T (2019F 12 A31H :

232,425,00078 7T) °

(i) ZER/EER RERARBRANEEE -



i BA

EESS=b S E

16. BORROWINGS 16. £ &
30.6.2020 31.12.2019
HK$’000 HK$’'000
FExT AT
Bank borrowings - secured (note (i) IRITHRBEE (M) 229,756 2,797
Other borrowings - unsecured (note (ii)) H S R 4E & (P (i) 20,970 44,677
Corporate bonds - unsecured EEBEEES 464,523 464,136
715,249 511,610
On demand or within one year BEXKK—FRNEE 110,236 94,474
More than one year, but not exceeding two years BE—F  BTBERF 146,566 16,000
More than two years, but not exceeding five years HREME @ BENBBASE 426,445 331,700
More than five years BiE A F 32,002 69,436
715,249 511,610

Amount due within one year included in IIAREBEE—FRNEEHZ
current liabilities okt (110,236) (94,474)
Non-current portion FER BN EB 605,013 417,136

Notes: B RE
(i) Secured borrowings were secured by certain oil and gas () FEABEUSEZHREERESEAR

properties with a carrying amount of HK$496,977,000 and
account receivable from sales generated from coalbed methane

segment as disclosed in note 5.

(i) Included in the balance is the loans of HK$10,000,000 advanced (if)
from a director and a shareholder of the Company. The loans are
unsecured, interest bearing at 12% per annum and repayable on

demand.

(ili) The range of effective interest rates on the Group’s borrowings (iii)

for the six months ended 30 June 2020 are as follows:-

HK$496,977,000 % BB R 5 =8 (I 7%5) FTEA 2
JE U SR o

HEBRBRERAEARAEZEERBRR Z2 R H
10,000,000t - ZE R A EEA B FH X
12%:T B RBIRBEKEE -

HZE2020F6 A30H L NEAAR - AEBEENE
B E AT EE

30.6.2020 31.12.2019

HK$’000 HK$’000

Fax FATT

Bank borrowings — secured RITEEMAEE 6.53% - 11% 6.53%
Other borrowings — unsecured HtEigmEE 12% - 30% 12% — 30%
Corporate bonds — unsecured EIRREE S 5% - 8% 5% — 8%
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Notes to the Condensed Consolidated
Financial Statements

17. CONVERTIBLE NOTE 17. AR EE
Liability Derivative
component component Total
E8&BD PTE D g
HK$'000 HK$'000 HK$'000
FAT T FH&T
At 1 January 2019 R2019F1H1H 1,118,267 257 1,118,524
Amortisation of transaction costs TS 6,625 - 6,625
Imputed interest expense FESRA S X 114,732 = 114,732
Interest paid B 15 F & (40,820) = (40,820)
Change in fair value N EE - (211) (211)
At 31 December 2019 and R2019F12A31H &

at 1 January 2020 202061818 1,198,804 46 1,198,850
Imputed interest expense EEF ST 71,969 - 71,969
Change in fair value NEEEE - (37) (37)
At 30 June 2020 K2020%6 A30H 1,270,773 9 1,270,782

Notes: Bt 5 -

(i) In March 2020, the Company and convertible note holder entered
into a deed of amendment and conditionally agree to extend the
maturity date of the convertible note to 29 September 2020. The
deed of amendment was approved by the shareholders of the
Company on 11 June 2020.

(ii)  The convertible note was secured by the issued shares of certain
subsidiaries of the Company, which are the holding companies of
the coalbed methane operation and financial services businesses
as disclosed in note 5, by way of first fixed legal charge to the
note holder as continuing security.

(i) HM2020%F3A @ AAR KA BERIFE AL
AIRERBHRGERESZIRRERZFHALER
Z2020F9H29H © £ % E 1K2020F6A11
SR FN/NCT) s

(i) FAIEBRBEAARRBZETHBARZBEHTR
7 BEBRE—EEEAERRZ AR AEREEAE
BELT - Z2EWBRAARHESABFERER

BEEMBERE D BOERAF -

18. COMMITMENTS 18. & IE
Capital commitments BAREIE
30.6.2020 31.12.2019
HK$’000 HK$'000
FET FHET
Commitments in respect of the Sanjiao =R EERIER 2 FE
CBM Project 18,056 18,412
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19.

20.

CONTINGENT LIABILITIES

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

The Group also engages in the exploration, development
and production of coalbed methane resources. The
consequence of coalbed mining includes dismantlement and
demolition of infrastructure in the mining sites. The Group
may have obligations to make payments for restoration
and rehabilitation of the land after the sites have been
extracted. At 30 June 2020, a provision of HK$11,911,000
(31 December 2019: HK$12,146,000) was made in the
condensed consolidated statement of financial position.

MATERIAL RELATED PARTY TRANSACTIONS

(a) Key management personnel remuneration
Details of compensation paid to key management
personnel including the directors of the Company are as
follows:

AR AR & B 15 R R P

19. 68 &E
AEERPBEGEL A ARRES - FECETE
RERRER  RERERFRPENAATE
IS EER KRR BREMSI B A
BIRYAERASEELEME  BETE
K-RTi REBRAELE SBRERA X5
AN EBRSRRELEAEETE
ZEfE-

AEBITKERERERZHIFE  BEMEE -
METEERARZ ZRBERBRFRES ZE
NEH e NEBRBAEERE TKARE X
MEE T wERRERZER - K2020%F6 30
H - &AM R AVER 711,911,000
7T (20195128318 : 12,146,000/ 7T ) Z Bt ©

20 EREABEA LIRS
(a) TEEEAEME
ENEEEBAS (BEALAES) Mot
BT :

Six months ended 30 June

B Z6A30H L fEA
2020 2019
HK$’000 HK$'000
FTET FH&IT
Short-term employee benefits g B R B 18 A 7,579 7,417

(b) During the six months ended 30 June 2020, the Group
paid rental and related utilities expenses of HK$842,000

(six months ended 30 June 2019: nil) to a related
company, which has the same substantial shareholder
of the Group. Amount due to the related company
as at 30 June 2020 is approximately HK$1,313,000
(31 December 2019: HK$470,000) which is included in
“other payables and accruals” as disclosed in note 15.
The balance is unsecured, interest-free and repayable on
demand.

The above transactions did not fall under the definition of
connected transaction or continuing connected transaction or
were exempted from connected transaction requirements in
Chapter 14A of the Listing Rules.

(b) # =202046A30H IE~XEAR  KEE
XS RABKEEA 842,000/ 7T
L—EEBEAE HEERITALEE
FEBRE (201966 A308 (F/<E AR :
) - A2020F6 A30H B B E A A
7 #91,313,000% 7t (2019412 A31H :
470,000/ 7T) + W HthERBRR R TERE
AARAL (315) - 2B AEEE - &8
RAREREFEE -

NERXGIER ETRUFIAAZFFEBRNBER
SRFEMEXHIEHRRET ETRAEL4A
ENHEXZHE °
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Management Discussion and Analysis

BUSINESS REVIEW

During the period ended 30 June 2020, Sino Oil and Gas Holdings
Limited (the “Company”) and its subsidiaries (collectively
the “Group”) recorded a total revenue of approximately
HK$118,884,000 (2019 interim: HK$157,807,000), which
decreased by approximately 24.7% compared with the same period
of last year. The turnover included the sales of coalbed methane
(“CBM”) in Sanjiao CBM Project of approximately HK$52,500,000
(2019 interim: HK$58,185,000), the sales derived from raw coal
washing project located in Qinshui Basin, Shanxi Province of
approximately HK$61,930,000 (2019 interim: HK$73,980,000),
and the revenue from the financial services business in Shaanxi
Province of approximately HK$4,454,000 (2019 interim:
HK$1,908,000).

Although the Group’s turnover dropped due to the outbreak of new
coronavirus (“COVID-19”) for the six months ended 30 June 2020,
the overall operation of the Group remained stable attributable to
proper cost control. During the period, the Group administrative
expenses decreased significantly by approximately 27.5%. The
Group recorded earnings before interest, taxes, depreciation and
amortization (“EBITDA”) of approximately HK$58,143,000 (2019
interim: HK$56,786,000) which increased by approximately 2%
compared with the same period of last year. During the period, the
Group recorded a net loss of approximately HK$67,072,000 (2019
interim: net loss HK$67,057,000), which was approximately the
same as the period of last year.

During the period, the Sanjiao CBM Project continued to have
steady development, and strict cost management has been
implemented to cope with market uncertainties. Sanjiao CBM
Project recorded EBITDA of approximately HK$53,234,000 (2019
interim: HK$46,185,000) which increased by approximately
15.3% as compared with the same period of last year. The project
recorded a gas sale-to-production rate of approximately 97% for the
period (2019 interim: 97%). The Sanjiao CBM Project has entered
into the development stage, and we believe that it will bring long-
term and substantial profit to the Group.
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XK EE

#H E20205F6 A30H IEAEA A - A BBERZERE R
AEI(TARE]) REMBAR ([REE]) 152 HEHE
A4 118,884,000/ 7t (2019F F Hf : 157,807,000
BIL) BREFRBTHRY 24.7% EXBEHFIKE
RE=REEITHEE 4 52,500,000 7T (20194 A £ :
58,185,000/ 7T) ~ L FE b /K & 2 R L E IR
A% 61,930,000/ 7T (20194 # Hf : 73,980,000/%
To)  LARPRE S AR EB WAL 4,454,000/ T
(20194 F #i : 1,908,000/ C) °

HiEEo0198 Km SR ([FEMA] IEE 1R
SEEXEHENINR BEHRAKAZEFSEE  £F
BEXBGEZEBRARFETER B SETHRER
A& D #127.5% o N5 B 8% 13 B 2 9T & K 58 AT A
8 (TEBITDA]) 9% 58,143,000/ 7t (20194 A Hf :
56,786,000/ 7T) * A F R B EFA42% - A - 7K
EEEFFEEY 67,072,000/8 7T (2019F R & : JF
&18 67,057,000 70) * EAFRIEEE °

HA = XEEREBEERTER  RKIEB T
BEKABEREABRHETIAPRMEREZ - = REER
T8 B % {SEBITDA%) 53,234,000/ 7T (20194 A £ :
46,185,000/87T) * MAFREA EFX) 15.3% - HiR -
B HEHLRIEL 97% (2019F HHi - 97%) - =R E
EBREBEEZEEBBRARER SEAEFEEBEE
RERENHBTER



The interest income amounted to approximately HK$9,688,000
(2019 Interim: HK$10,287,000) disclosed in “other income”,
mainly derived from the refundable deposits of CAD40 million of the
Group’s possible acquisitions located in Alberta, Canada.

Natural Gas and Oil Exploitation

Coalbed Methane Exploitation— Sanjiao Block in the Ordos Basin

Project Overview

Through its wholly-owned subsidiary Orion Energy International Inc.
(“Orion”), the Group entered into a production sharing contract
(“PSC”) with China National Petroleum Corporation (“PetroChina”),
its partner in the PRC, for exploration, utilization and production of
the CBM field in the Sanjiao block, located in the Ordos Basin in
Shanxi and Shaanxi provinces. The Group has a 70% interest in the
PSC. According to a competent person’s updated report provided
to the Company by the end of 2015, the proved and probable CBM
reserves of Sanjiao CBM Project amounted to approximately 8.301
billion cubic meters and the net present value at 10% discount of
the future revenue of the reserve was approximately HK$11.498
billion.

Following the approval of its overall development plan by the
National Development and Reform Commission (“NDRC”) in 2015,
Sanjiao CBM Project was granted a mining permit by the Ministry of
Land and Resources of the PRC with an approved CBM production
capacity of 500 million cubic meters per annum in July 2017, which
shall be valid for 25 years. Accordingly, all necessary administrative
approvals under the current PRC laws and regulations have been
granted for exploration, development, exploitation and production of
Sanjiao CBM Project.
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Management Discussion and Analysis

Infrastructure

As at 30 June 2020, the Sanjiao CBM Project has completed a
total of 123 wells, comprising 71 multilateral horizontal wells
and 52 vertical wells. Out of the total 123 wells, 95 wells were
in the normal dewatering and gas producing stage, of which
101 wells had accessed to a gas collection pipeline network. A
ground pipeline network of approximately 18 kilometers, inter-well
pipelines of approximately 69.6 kilometers, and outbound pipelines
of approximately 17 kilometers were completed. Approximately total
74.5 kilometers of 10KV power grid and branch power line were

also completed.

To cope with the increasing production volume of Sanjiao CBM
Project, the Group has undertaken the expansion of the CBM
processing station. Its daily processing capacity will reach 750,000
cubic meters upon completion. The total CBM daily processing
capacity of the CBM processing station is 500,000 cubic meters

Now.

Sales

In the first half of 2020, the production and sales volume of
Sanjiao CBM Project decreased slightly due to the impact of the
COVID-19 pandemic. However, attributable to the improvement in
cost control, there was increment in the overall profit. During the
period, Sanjiao CBM Project recorded EBITDA of approximately
HK$53,234,000 (2019 interim: HK$46,185,000), which increased
by approximately 15.3% compared with the same period of last
year. During the period, the income from government subsidies
and VAT tax refund were approximately HK$24,193,000 (2019
interim: HK$24,454,000). CBM sales amounted to HK$52,500,000
(2019 interim: HK$58,185,000), which decreased by approximately
9.8% as compared with the same period of last year. During the
period, the production and sales of CBM were approximately 47.78
million cubic meters (2019 interim: 51.29 million cubic meters)
and 46.34 million cubic meters (2019 interim: 49.76 million cubic
meters) respectively, resulting in a gas sale-to-production rate of
approximately 97% (2019 interim: 97%). For the period, industrial
and residential piped CBM sales accounted for approximately
79.9% (2019 interim: 82.6%) and 20.1% (2019 interim: 17.4%) of
the total sales respectively.
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Raw Coal Washing Project Located in Shanxi Province
The Group owned a 75% equity interest of a raw coal washing
project located in Qinshui Basin, Shanxi Province. During
the period, due to the COVID-19, the revenue from the raw
coal washing business decreased, which was approximately
HK$61,930,000 (2019 interim: HK$73,980,000). At present, the
business has gradually returned to normal, and the turnover is
expected to rebound in the second half of the year.

During the period ended 30 June 2020, the Group has received
part of the shortfall of the guaranteed profit of approximately
RMB1,200,000 for the year 2019. The Group anticipates that the
remaining balance will be received before the end of 2020. The
remaining balance of the shortfall of the guaranteed profit for the
year 2018 has been fully settled during the period.

Others

At the end of 2016, the Group set up a wholly-owned subsidiary,
Shaanxi Zhao Yin Finance Leasing Company Limited (“Zhao Yin
Finance Leasing”) in Shaanxi Province. The major purpose of the
establishment of this finance leasing company is to strengthen
the Group’s bank-enterprise relations so as to create cooperation
channels; as well as to seek for appropriate financing channels
and sources for the Group’s upcoming possible development.
Further it also provides short-term investment opportunities for the
Group’s capital. During the period, the business recorded revenue
of approximately HK$4,454,000 (2019 interim: HK$1,908,000).

Capital Expenditure

During the period ended 30 June 2020, there is no significant
capital expenditure incurred for exploitation work performed in
respect of the Group’s oil and gas projects.

Financial Review
Liquidity and Financial Resources

As at 30 June 2020, the net assets of the Group were
approximately HK$2,519,000,000 (31 December 2019:
HK$2,647,000,000) while its total assets were approximately
HK$4,993,000,000 (31 December 2019: HK$4,977,000,000).
As at 30 June 2020, the Group had external borrowings including
the liability component of convertible note of approximately
HK$1,986,000,000 (31 December 2019: HK$1,710,000,000), and
the gearing ratio based on total assets was approximately 39.78%
(31 December 2019: 34.36%). By the end of June 2020, the
current ratio was approximately 0.43 (31 December 2019: 0.33).
Details of the Group’s pledge of assets and the maturity profile
of the Group’s borrowings are set out in notes 16 and 17 to the
financial statements.
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Management Discussion and Analysis

In April 2020, the Group was granted a five-year term loan of
RMB300,000,000 by Kunlun Trust Co., Ltd. As of June 30 2020,
the Group has made a drawdown of RMB200,000,000 with an
annual interest rate of 11%. The funds are solely used for the
development of the Sanjiao CBM Project.

In respect of the issue of the Group’s net current liabilities
position as at 30 June 2020, the convertible note with a principal
amount of HK$1,014 million due in late September 2020, posing
a great financial pressure to the Group. The Group has explored
various plans during the period in order to reduce the financial
burden of the Group. The management has actively engaged in the
discussion of the above issue with the note holder. Although no
binding proposals or terms have been reached, both parties have
conducted in-depth discussion on several feasible options. The
options include but are not limited to, (i) assisting the negotiation
of certain potential investors with the note holder who are
interested in acquiring the convertible notes; and (ii) exploring the
possibilities with the note holder to further extend the maturity of
the convertible note.

Riding on the growth of the business of the Group and the support
of the above measures, it is expected that the Group’s financial
pressure will gradually be eased and the overall financial situation

will improve.

Foreign Exchange Fluctuations

The Group is exposed to currency risk primarily through sales and
purchase transactions and recognized liabilities and assets that
are denominated in a currency other than the functional currency
of the operations to which they relate. As at 30 June 2020, no
related hedges were made by the Group. In respect to trade and
other receivables and payables held in currencies other than the
functional currency of the operations to which they relate, the
Group ensures that its net exposure is kept to an acceptable
level by buying or selling foreign currencies at spot rates where
necessary to address short-term imbalances.

Employees and Remuneration Policies

As at 30 June 2020, the Group employed approximately 300
employees. The remuneration policy of the Group is based on the
prevailing remuneration level in the market and the performance of

respective companies and individual employees.
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PROSPECTS

In the first half of 2020, the global economy was affected by the
COVID-19 pandemic. However, due to the effective control of the
coronavirus outbreak in China, its economy has taken the lead
to recover. In the second quarter of this year, China was the only
large economy with positive growth globally. The China economy
is expected to recover in the second half of the year. According
to data from the National Bureau of Statistics, China’s apparent
natural gas consumption in the first half of 2020 was about 160.7
billion cubic meters, an increase of 5.74% compared to the same
period of last year. The market expects that during the “14th Five-
Year Plan” period, China’s energy transformation and supply-
side reforms will continue to move forward. Thereby, the demand
for clean energy, with natural gas as the one of the key roles, is
going strong and the prospect of natural gas industry will be very
promising.

In the current increasingly complex economic and political
environment, the Group will endeavor to have a steady growth of
revenue while implementing strict cost control to maintain stable
profits and further strengthen its business foundation. In the first
half of 2020, although the Group’s CBM project was affected by
the pandemic, the volume of sales has remained stable and the
profitability has been improved mainly attributable to the effective
cost control. In the long run, the Group believes that the Sanjiao
CBM Project will continue to have steady growth with increasing
competitiveness. Its earnings will hence be further enhanced with
good prospects.

Looking ahead, the Group will maintain a prudent financial
management strategy and conduct debt management with a
proactive attitude. At the same time, the Group will further
improve operating effectiveness and efficiency, monitor costs, and
strengthen risk management so as to have prompt response to
the unforeseeable market changes. The Group will always prepare
for the future development and to ensure reasonable returns for
shareholders.
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Other Information

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2020, the interests and short positions of the
directors (the “Directors”) or chief executive of the Company in
the shares and underlying shares of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) as recorded in the
register maintained by the Company pursuant to section 352 of
the SFO or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (the

EERBROREBERG PEDR

M2020F6HA308 - RAFEE([EF]) ITHAH
RAR A E AR ER (AEEHFRAEE ([F
% REAEGG1]) EXVERTE T 2 ®%&) 2 BRip kAR
MHPBEERNARREREFS R BAE KO FE352161F
B2 e MAE R EE R ES EmARR ([ LW
B MIsE+ sk EMBITAZETETELRRZOIZE
SAN(MBRESAD) MBMNEARARESHER S
BRAE ([BRAT]) 2 e ROR BT ¢

“Listing Rules”) were as follows:

Number of
Interests shares/
in shares/ underlying
Long/short underlying Nature of shares of the Percentage of
Name of Director position shares interest Company held issued shares
RRH R FiEARDARE/ EERT
EsSps #E/ KR HERG RS BIEME HERLHE REBDL
Dai Xiaobing Long position Shares Beneficial owner/Interest of 158,504,000 4.74%
controlled corporation
EIfISS e R EnlEEA/REHN D AER
Short position Shares Beneficial owner/Interest of 137,524,500 4.11%
controlled corporation
KR R EnlEEA/REHN D AER
Long position Underlying shares Interest of controlled corporation 6,012,500,000 179.72%
e el lan) g2y NI 3
Long position Share options Beneficial owner (Note 2) 3,600,000 0.11%
HE RIE EafEB A (M3 2)
King Hap Lee Long position Shares Beneficial owner 1,400,000 0.04%
2R HE M fn EREBA
Long position Share options Beneficial owner 3,600,000 0.11%
A TR EREAA
Wan Tze Fan Terence Long position Shares Beneficial owner 3,366,000 0.10%
BFE e B fn ERERA
Long position Share options Beneficial owner 3,600,000 0.11%
A FRIE ERERA
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Number of
Interests shares/
in shares/ underlying
Long/short underlying Nature of shares of the Percentage of
Name of Director position shares interest Company held issued shares
REHA R FiEARDARE/ BB
EEps #E/ KR HERG P #ER BHME HERLHE ROBSL
Chen Hua Long position Underlying shares Interest of controlled corporation (Note 3) 76,897,179 2.30%
[ HE e RS A A (5 3)
Wong Lung Tak Patrick Long position Share options Beneficial owner 300,000 0.01%
HER® HE TRIRE EREEA
Wang Yanbin Long position Share options Beneficial owner 300,000 0.01%
FIEW HE TR IRE EREEA
Notes: h=a

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

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

(2) Sino Oil and Gas Resources Investments Limited (“SOGRI”) owns
85,119,500 shares and has short position of 70,800,000 shares.
SOGRI is wholly owned by Dr. Dai Xiaobing. Pursuant to the SFO, Dr.

Dai is taken to have interests and short position in such shares. In

addition, Dr. Dai beneficially owns 73,384,500 shares and has short
position of 66,724,500 shares.

(1) EBE=ERARRBEREAESFITHN BT E ] —& -

(2) HEAREREAMR AR ([SOGRI])HE85,119,500
% A% 17 #9425 % 70,800,000% B 17 HIA B ° SOGRI FR &
NEETEERES - BEFHFRHREL - BB LHE
BREZERMTBEEES AR - I BELESHE
B73,384,500 fatn & #5545 66,724,5000 [ (3 HIA R °
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Other Information

Unless the context requires otherwise, capitalized terms used
in this paragraph shall have the same meanings as defined in
the announcement issued by the Company on 31 May 2016.
On 31 May 2016, the Company entered into the Subscription
Agreement with Crescent Spring Investment Holdings Limited
(the “Bondholder”) pursuant to which the Company issued to the
Bondholder the Convertible Bonds in the aggregate principal amount
of US$130,000,000 on 29 September 2016, and Sino Oil and Gas
Resources Limited (“SOGR”), a company wholly owned by Dr. Dai
Xiaobing, entered into a Put and Call Option Deed with the Bondholder
pursuant to which the Bondholder grants to SOGR an irrevocable and
unconditional right (but without obligation) to purchase some or all
of the Convertible Bonds at the Call Option Purchase Price during the
Call Option Period, and SOGR grants to the Bondholder an irrevocable
and unconditional right (but without obligation) to require SOGR to
purchase some or all of the Convertible Bonds at the Put Option
Purchase Price during the Put Option Period. Based on the conversion
price of HK$0.168 per share, a maximum of 6,012,500,000 shares
may be allotted and issued upon exercise of the conversion rights
attaching to the Convertible Bonds in full. Further details are set
out in the announcements and circular issued by the Company on
31 May 2016, 30 September 2016 and 12 July 2016 respectively.
Pursuant to the SFO, the Convertible Bonds give rise to an interest in
6,012,500,000 underlying shares of the Bondholder and the Put and
Call Option Deed gives rise to an interest in 6,012,500,000 underlying
shares of the Company of SOGR and Dr. Dai Xiaobing and short
position of 6,012,500,000 underlying shares of the Bondholder.

(3) 76,897,179 underlying shares are owned by KZEREFEEAFRA A,
a wholly owned subsidiary of RESE G2 A which is owned as to
90% by Mr. Chen Hua. Pursuant to the SFO, Mr. Chen is taken to be

interested in such underlying shares.

Save as disclosed above, as at 30 June 2020, none of the
Directors and chief executive of the Company had any interests or
short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required
to be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.
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SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
by the shareholders of the Company at the Annual General Meeting
held in 2010. The Scheme is in full compliance with the relevant
requirements of Chapter 17 of the Listing Rules. The Scheme was
valid for a period of 10 years commencing on 28 May 2010 after
which no further options would be granted but the provisions of the
Scheme would in all other respects remain in full force and effect
and options which were granted during the life of the Scheme may
continue to be exercisable in accordance with their terms of issue.

As at 30 June 2020, the Directors and employees of the Group
had the following personal interests in options to subscribe for
shares of the Company granted at nominal consideration under
the Scheme. Each option gives the holder the right to subscribe
for one share. Details of share options held by the Directors and
employees of the Group and movements (if any) in such holdings
during the period are as follows:

Number of options

H A &%t

BERESTE

AR R BB B ([5T81]) TR 2010F RITH R E
BEFRE LERERM - TEZ2/E LWAAE T+
S ABET T2 A201055 280 AR+ &
RNEX  ERETHRLERE HETEMAEEMT
EZ B3 A K - MR HE AR E 2 BIRE R
BEBITIEREETE -

202066 A30H  EE R AL EE B NIRRT &I A
ZERERETRBARARMD ZBEREFEAUT
ZHEAERZ - BHBRER THEARE -—RRKRHG
EF - EERAEBESNEAMRSERERALE
HIE(WB)HR T X :

BREHE
Exercise price
Outstanding at Outstanding at  Date of grant Exercise period per share
1 January 2020 30 June 2020 (D.M.Y) (D.M.Y) HK$
BRERGBZ
#20205141A %202066H308 A TR TiEE
ie R AT HWARTHE  (A.A.F) (B.R.%) BT
Directors
=
Dai Xiaobing &i/)\ 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
King Hap Lee &% 7 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wan Tze Fan Terence )& T &) 3,600,000 3,600,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wong Lung Tak Patrick = 212 300,000 300,000 06.12.2011 06.12.2011-05.12.2021 2.76
Wang Yanbin T fE 300,000 300,000 06.12.2011 06.12.2011-05.12.2021 2.76
Employees E& 29,800,000 29,800,000 06.12.2011 06.12.2011-05.12.2021 2.76
Total & &t 41,200,000 41,200,000
Note: No option lapsed or was granted or exercised during the period. M3E - A HA A I 4 B AR AR 2K A B IR sk AT o
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Other Information

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’

INTERESTS

As at 30 June 2020, the following persons, not being a Director or

chief executive of the Company, had an interest or short position

in the shares or underlying shares of the Company as recorded in

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

details of which are set out below:

FERREHEMA LT Z2ES

R2020F6 A30H ' BRIEESH KB EIEHIFE336IKFE
ZEGRMAEEE U TAL (WIFEARRESHITHE
H)RARa 2RO RBEROTIEEER RAR W

T

Number of

Long/short Interests in shares/ shares/underlying Percentage of

Name position underlying shares Nature of interest shares held issued shares
RRGRHEE FiER®,/ e BT
£ #E/ KR R BEME HERGHE R4 843
Substantial Shareholders
TERR
Bright Achieve Investments Limited Long position Shares Beneficial owner 719,763,500 21.51%
(Note 1)

TEREAR AR (MF1) A & fn EafEEAA

Short position Shares Beneficial owner 702,000,000 20.98%

KE & fn EafEEAA
Lai Chun Lam Long position Shares Beneficial owner 398,000,000 11.90%
BER A & fn EafEEAA
Zhang Victor Ri Chun Long position Shares Beneficial owner 398,000,000 11.90%
wAF A & fn EafEEAA
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N

/

H &

Number of
Long/short Interests in shares/ shares/underlying Percentage of
Name position underlying shares Nature of interest shares held issued shares
RRH K HEE Fits R,/ e BT
A% #E/ KA R &R BHME HERGHE 87 =R
Other persons
HitA L
Zhuo Kun Long position Shares Beneficial owner 259,280,000 7.75%
R HE B fn EaEEA
Crescent Spring Investment Holdings Long position Underlying shares Beneficial owner 6,012,500,000 179.72%
Limited (Note 2) (Fi7£2)
e iEl Rl EaEEA
Long position Shares Security interest 137,932,000 4.12%
e B REER
Short position Underlying shares Beneficial owner 6,012,500,000 179.72%
wE HER 5 EaEAA
Sino Oil and Gas Resources Limited Long position Underlying shares Beneficial owner 6,012,500,000 179.72%
(Note 2)
HEDRFERERD A (FiE2) A sl g EREBA
Cathay Rong IV Limited (Note 3) (i3 3) Long position Shares Security interest 702,000,000 20.98%
A B fn REER
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Other Information

Notes:

Bright Achieve Investments Limited is wholly and beneficially owned
by Mr. Chen lJiajun, being the son of Mr. Chen Hua, a non-executive

Director of the Company.

Crescent Spring Investment Holdings Limited (“Crescent”) owns
convertible bonds in the principal amount of US$130,000,000 carrying
the right to convert into shares of the Company at a conversion price
of HK$0.168 per share. Based on the conversion price of HK$0.168
per share, a maximum of 6,012,500,000 shares may be allotted
and issued upon exercise of the conversion rights attaching to the
convertible bonds in full. The convertible bonds give rise to an interest
in 6,012,500,000 underlying shares of Crescent.

Unless the context requires otherwise, capitalized terms used in this
paragraph shall have the same meanings as defined in the Company’s
announcement dated 31 May 2016. Pursuant to the Put and Call
Option Deed entered into between Crescent and Sino Oil and Gas
Resources Limited (“SOGR”), a company wholly owned by Dr. Dai
Xiaobing, Crescent grants to SOGR an irrevocable and unconditional
right (but without obligation) to purchase some or all of the Convertible
Bonds at the Call Option Purchase Price during the Call Option Period,
and SOGR grants to Crescent an irrevocable and unconditional right
(without obligation) to require SOGR to purchase some or all of the
Convertible Bonds at the Put Option Purchase Price during the Put
Option Period. The Put and Call Option Deed gives rise to an interest
in 6,012,500,000 underlying shares of each of SOGR and Dr. Dai
Xiaobing, and short position of 6,012,500,000 underlying shares of

Crescent.
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Crescent Spring Investment Holdings Limited
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Crescent also holds security interest in 137,932,000 shares of the

Company.

Crescent is a wholly-owned subsidiary of Pure Virtue Enterprises
Limited which in turn is wholly-owned by China Huarong Overseas
Investment Holdings Co., Ltd., being a wholly-owned subsidiary of
Huarong Overseas Chinese Asset Management Co., Ltd. (“HR Overseas
Chinese”). HR Overseas Chinese is owned as to 91% by Huarong
Zhiyuan Investment Management Co., Ltd. which in turn is wholly-
owned by China Huarong Asset Management Co., Ltd. Pursuant to
the SFO, Pure Virtue Enterprises Limited, China Huarong Overseas
Investment Holdings Co., Ltd., HR Overseas Chinese, Huarong
Zhiyuan Investment Management Co., Ltd. and China Huarong Asset
Management Co., Ltd. are deemed to have the aforesaid interests and

short position held by Crescent.

3. Cathay Rong IV Limited is a wholly-owned subsidiary of China Huarong
Macau (HK) Investment Holdings Limited which in turn is wholly-
owned by A EIZEF(RPT)BIFEAR (D BRAF], of which 51% is owned by
China Huarong International Holdings Limited, being a wholly owned
subsidiary of China Huarong Asset Management Co., Ltd. Pursuant to
the SFO, China Huarong Macau (HK) Investment Holdings Limited, F
B ER R BB A S B R AR, China Huarong International Holdings
Limited and China Huarong Asset Management Co., Ltd are deemed to

have the interest being held by Cathay Rong IV Limited.

Saved as disclosed above in this section, as at 30 June 2020, the
Company has not been notified of any other persons (other than the
Directors or chief executive of the Company) who had any interest
or short position in the shares or underlying shares of the Company
as recorded in the register required to be kept under Section 336
of the SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the six months ended 30 June 2020, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.
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Other Information

AUDIT COMMITTEE

The Audit Committee, which comprises Professor Wong Lung Tak
Patrick, Dr. Wang Yanbin and Dr. Dang Weihua, has reviewed with
the management the accounting principles and practices adopted
by the Group and discussed auditing, internal controls and financial
reporting matters including the review of the unaudited interim
report of the Company for the six months ended 30 June 2020.

CORPORATE GOVERNANCE

The Company complied with all the code provisions set out in the
Corporate Governance Code contained in Appendix 14 to the Listing
Rules throughout the six months ended 30 June 2020.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the Company’s code of conduct and
rules to govern transactions by all directors in the securities of the
Company. All directors have complied with the required standard
regarding directors’ securities dealings set out in the Model Code
during the six months ended 30 June 2020.

By Order of the Board
Dai Xiaobing

Chairman

Hong Kong, 28 August 2020
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