Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility
for the contents of this announcement, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this announcement.

This announcement and the listing document attached hereto are for information purposes only and do not constitute
an invitation or offer to acquire, purchase or subscribe for the securities of the Issuer (as defined below). This
announcement and the listing document attached hereto are not, and are not intended to be, an offer of securities of the
Issuer for sale, or the solicitation of an offer to buy securities of the Issuer, in the United States. The securities referred
to in this announcement and the listing document attached hereto have not been and will not be registered under the
United States Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold within the
United States, except pursuant to an exemption from, or in a transaction not subject to registration requirements of
the Securities Act. This announcement and the listing document attached hereto are not for distribution, directly or
indirectly, in or into the United States. No public offer of the securities referred to herein is being or will be made in
the United States.

This announcement and the listing document attached hereto have been published for information purposes only
as required by the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) and do not constitute an offer to sell nor a solicitation of an offer to buy any securities. Neither
this announcement nor anything referred to herein (including the listing document attached hereto) forms the
basis for any contract or commitment whatsoever. For the avoidance of doubt, the publication of this announcement
and the listing document attached hereto shall not be deemed to be an offer of securities made pursuant to a prospectus
issued by or on behalf of the Issuer for the purposes of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap. 32 of the Laws of Hong Kong) nor shall it constitute an advertisement, invitation or document
containing an invitation to the public to enter into or offer to enter into an agreement to acquire, dispose of, subscribe
for or underwrite securities for the purposes of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong).

Notice to Hong Kong investors: The Issuer and the Guarantor (as defined below) confirm that the Bonds (as defined
below) are intended for purchase by professional investors (as defined in Chapter 37 of the Listing Rules) only and are
listed on The Stock Exchange of Hong Kong Limited on that basis. Accordingly, the Issuer and the Guarantor confirm
that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully
consider the risks involved.
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This announcement is made pursuant to Rule 37.39A of the Listing Rules.

Please refer to the offering circular dated 18 January 2024 (the “Offering Circular”) appended
hereto in relation to the Bonds. As disclosed in the Offering Circular, any Bonds issued by the
Issuer are intended for purchase by Professional Investors (as defined in Chapter 37 of the Listing
Rules) only and have been listed on The Stock Exchange of Hong Kong Limited on that basis. The
listing document attached hereto is published in English only. No Chinese version of the Offering
Circular has been published.

The listing document attached hereto does not constitute a prospectus, notice, circular, brochure
or advertisement offering to sell any securities to the public in any jurisdiction, nor is the listing
document attached hereto an invitation to the public to make offers to subscribe for or purchase
any securities, nor is it circulated to invite offers by the public to subscribe for or purchase any
securities.

The listing document attached hereto must not be regarded as an inducement to subscribe for or
purchase any securities of the Issuer, and no such inducement is intended. In making an investment
decision, prospective investors must rely on their examination of the Issuer and the Guarantor and
the terms of this offering, including the merits and risks involved.

Hong Kong, 26 January 2024

As at the date of this announcement, the directors of CNPC Global Capital Limited are HAN Yu,
ZHANG Yun and SUN Haiquan.

As at the date of this announcement, the directors of China National Petroleum Corporation (1
B 17 T K K 7 B [ R 2N F]) are DAI Houliang, HOU Qijun, DUAN Liangwei, LI Jianhong, SHI
Yan, GAO Yunhu and YANG Hua.



IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the attached
offering circular (the “offering circular”). You are therefore advised to read this disclaimer carefully before accessing,
reading or making any other use of the attached offering circular. In accessing the attached offering circular, you agree to
be bound by the following terms and conditions, including any modifications to them from time to time, each time you
receive any information from the Issuer or the Guarantor (each as defined in the attached offering circular) or from Bank of
China Limited, Bank of China (Hong Kong) Limited, Citigroup Global Markets Limited, Bank of Communications Co., Ltd.
Hong Kong Branch, The Hongkong and Shanghai Banking Corporation Limited, Industrial and Commercial Bank of China
(Asia) Limited, China Construction Bank (Asia) Corporation Limited, China Securities (International) Corporate Finance
Company Limited, Standard Chartered Bank, ABCI Capital Limited, China International Capital Corporation Hong Kong
Securities Limited and CLSA Limited (together, the “Joint Lead Managers”) as a result of such access. In order to review
the attached offering circular or make an investment decision with respect to the securities, you must be located outside the
United States.

Confirmation of Your Representation: The attached offering circular is being sent to you at your request, and by accepting
the e-mail and accessing the attached offering circular, you shall be deemed to represent to the Issuer, the Guarantor and the
Joint Lead Managers that (1) you are not in the United States and, to the extent you purchase the securities described in the
attached offering circular, you will be doing so pursuant to Regulation S under the U.S. Securities Act of 1993, as amended
(the “Securities Act”); (2) the e-mail address that you gave us and to which this e-mail has been delivered is not located in
the United States, its territories or possessions; and (3) you consent to delivery of the attached offering circular and any
amendments or supplements thereto by electronic transmission.

The attached offering circular has been made available to you in electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of transmission and consequently none of the
Issuer, the Guarantor, the Joint Lead Managers, the Trustee (as defined in the attached offering circular) and the Agents (as
defined in the attached offering circular) or any of their respective directors, officers, employees, representatives, agents,
affiliates or advisers or any person who controls any of them accepts any liability or responsibility whatsoever in respect of
any discrepancies between the document distributed to you in electronic format and the hard copy version. The Joint Lead
Managers will provide a hard copy version to you upon request.

Restrictions: The attached offering circular is being furnished in connection with an offering exempt from registration under
the Securities Act solely for the purpose of enabling a prospective investor to consider the purchase of the securities described
herein.

THE SECURITIES DESCRIBED IN THE ATTACHED OFFERING CIRCULAR HAVE NOT BEEN, AND WILL NOT
BE, REGISTERED UNDER THE SECURITIES ACT, OR THE SECURITIES LAWS OF ANY STATE OF THE
UNITED STATES OR OTHER JURISDICTION. THE SECURITIES MAY NOT BE OFFERED OR SOLD,
DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN EXEMPTION
FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND APPLICABLE STATE OR LOCAL SECURITIES LAWS. THIS OFFERING IS MADE
SOLELY IN OFFSHORE TRANSACTIONS PURSUANT TO THE SECURITIES ACT.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN
ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

Except with respect to eligible investors in jurisdictions where such offer or invitation is permitted by law, nothing in this
electronic transmission constitutes an offer or an invitation by or on behalf of the Issuer, the Guarantor, the Joint Lead
Managers, the Trustee or the Agents or any of their respective directors, officers, employees, representatives, agents,
affiliates or advisers or any person who controls any of them to subscribe for or purchase any of the securities described
therein, and access has been limited so that it shall not constitute in the United States or elsewhere a general solicitation or
general advertising (as those terms are used in Regulation D under the Securities Act) or directed selling efforts (within the
meaning of Regulation S under the Securities Act). If a jurisdiction requires that the offering be made by a licensed broker
or dealer and the Joint Lead Manager or any affiliate of the Joint Lead Manager is a licensed broker or dealer in that
jurisdiction, the offering shall be deemed to be made by such Joint Lead Manager or such affiliate on behalf of the Issuer
in such jurisdiction.

You are reminded that you have accessed the attached offering circular on the basis that you are a person into whose
possession the attached offering circular may be lawfully delivered in accordance with the laws of the jurisdiction in which
you are located and you may not nor are you authorised to deliver or forward this document, electronically or otherwise, to
any other person. If you have gained access to this transmission contrary to the foregoing restrictions, you are not allowed
to purchase any of the securities described in the attached offering circular.

Actions that You May Not Take: If you receive this document by e-mail, you should not reply by e-mail to this electronic
transmission, and you may not purchase any securities by doing so. Any reply e-mail communications, including those you
generate by using the “Reply” function on your e-mail software, will be ignored or rejected.

YOU ACKNOWLEDGE THAT THE ATTACHED OFFERING CIRCULAR AND THE INFORMATION CONTAINED
THEREIN ARE STRICTLY CONFIDENTIAL AND INTENDED FOR YOU ONLY. YOU ARE NOT AUTHORISED
TO AND YOU MAY NOT DELIVER OR FORWARD THE ATTACHED OFFERING CIRCULAR,
ELECTRONICALLY OR OTHERWISE, TO ANY OTHER PERSON OR REPRODUCE SUCH OFFERING
CIRCULAR IN ANY MANNER WHATSOEVER. ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF
THE ATTACHED OFFERING CIRCULAR IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO COMPLY
WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE
LAWS OF OTHER JURISDICTIONS.

You are responsible for protecting against viruses and other destructive items. If you receive this document by e-mail,
your use of this e-mail is at your own risk and it is your responsibility to take precautions to ensure that it is free from viruses
and other items of a destructive nature.
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China National Petroleum Corporation
(incorporated in the PRC with limited liability)

Issue Price: 100.00 per cent.

The RMB1,000,000,000 2.60 per cent. bonds due 2026 (the “Bonds”) will be issued by CNPC Global Capital Limited (the “Issuer”) and irrevocably and unconditionally guaranteed (the “Guarantee”) by China
National Petroleum Corporation ('3 f7 il KA 54 M4 R/ 1) (the “Guarantor” or the “Company”). The Issuer is an indirect wholly owned subsidiary of the Company.

The Bonds will be direct, general, unsubordinated, unconditional and (subject to Condition 4(a) of the Terms and Conditions of the Bonds) unsecured obligations of the Issuer, at all times ranking pari passu
without any preference among themselves and, save for such exceptions as may be provided by applicable legislation that are both mandatory and of general application and subject to Condition 4(a) of the Terms
and Conditions of the Bonds, ranking at least pari passu in right of payment with all other present and future unsecured and unsubordinated obligations of the Issuer. The obligations of the Company under the
Guarantee shall, save for such exceptions as may be provided by applicable legislation and subject to Condition 4(a) of the Terms and Conditions of the Bonds, at all times rank at least pari passu in right of
payment with all its other present and future unsecured and unsubordinated obligations. Payments on the Bonds will be made free and clear of, and without withholding or deduction for or on account of any
present or future taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf of the British Virgin Islands or the PRC, in each case
including any political subdivision, territory or possession thereof, and any authority therein having power to tax, unless such withholding or deduction is required by law. To the extent described in “Terms and
Conditions of the Bonds — Taxation”, subject to certain exceptions, the Company will pay additional amounts as will result in receipt by the Holders after such withholding or deduction of such amounts as would
have been received by them had no such withholding or deduction been required.

If any Interest Payment Date (as defined in the “Terms and Conditions of the Bonds™) would otherwise fall on a day which is not a business day (as defined below in this Condition 5 of the Terms and Conditions
of the Bonds), it shall be postponed to the next day which is a business day. The Bonds will bear interest from and including 25 January 2024 (the “Issue Date”) at the rate of 2.60 per cent. of their outstanding
principal amount per annum. Interest on the Bonds is payable semi-annually in arrear on the Interest Payment Dates (as defined in the “Terms and Conditions of the Bonds”) falling on, or nearest to, 25 January
and 25 July in each year, commencing on the Interest Payment Date falling on, or nearest to, 25 July 2024. The amount of interest payable per Calculation Amount (as defined in the “Terms and Conditions of
the Bonds™) for any period shall be equal to the product of the rate of interest specified above, the Calculation Amount and the actual number of days in the relevant Interest Period (as defined in the “Terms
and Conditions of the Bonds”) (or such other period) divided by 365, rounding the resulting figure to the nearest cent (half a cent being rounded upwards).

Unless previously redeemed, or purchased and cancelled, the Issuer will redeem the Bonds at their principal amount on the Interest Payment Date falling on, or nearest to, 25 January 2026. The Bonds are subject
to redemption, in whole but not in part, at their principal amount, together with accrued interest (if any), at the option of the Issuer at any time in the event of certain changes affecting taxes of the British Virgin
Islands or the PRC. The Bonds also contain a provision for redemption at the option of the holder of any Bond at the principal amount of each Bond, together with interest accrued up to, but excluding, the Change
of Control Put Date (as defined in “Terms and Conditions of the Bonds™), upon the occurrence of a Change of Control Triggering Event (as defined in “Terms and Conditions of the Bonds”) and at their principal
amount, together with interest accrued up to, but excluding, the No Registration Event Put Date (as defined in “Terms and Conditions of the Bonds™), upon the occurrence of a No Registration Event (as defined
in “Terms and Conditions of the Bonds™). See “Terms and Conditions of the Bonds — Redemption and Purchase”.

For a more detailed description of the Bonds, see “Terms and Conditions of the Bonds™.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) for the listing of, and permission to deal in, the Bonds by way of debt issues to professional investors
(as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited) (“Professional Investors™) only, and such permission is expected to become effective
on 26 January 2024. This offering circular is for distribution to Professional Investors only.

Notice to Hong Kong investors: The Issuer and the Guarantor confirm that the Bonds are intended for purchase by Professional Investors only and will be listed on the Hong Kong Stock Exchange
on that basis. Accordingly, the Issuer and the Guarantor confirm that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully consider the risks
involved.

The Hong Kong Stock Exchange has not reviewed the contents of this document, other than to ensure that the prescribed form and responsibili and a limiting
distribution of this document to Professional Investors only have been reproduced in this document. Listing of the Bonds on the Hong Kong Stock Exchange is not to be taken as an indication of the
commercial merits or credit quality of the Bonds, the Issuer, the Company or quality of disclosure in this document. Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take
no responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this document.

This offering circular includes particulars given in compliance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited for the purpose of giving information with regard
to the Issuer and the Guarantor. The Issuer and the Guarantor accept full responsibility for the accuracy of the information contained in this offering circular and confirm, having made all reasonable enquiries,
that to the best of their knowledge and belief there are no other facts the omission of which would make any statement herein misleading.

The Company has been assigned a rating of “A1” with negative outlook by Moody’s Investors Service, Inc. (“Moody’s”), “A+" with stable outlook by S&P Global Ratings (“S&P”) and “A+” with stable outlook
by Fitch Inc. (“Fitch™). The Bonds are expected to be assigned a rating of “A+” by S&P. A rating is not a recommendation to buy, sell or hold securities, does not address the likelihood or timing of prepayment
and may be subject to revision, qualification, suspension or withdrawal at any time by the assigning rating organisation. A revision, qualification, suspension or withdrawal of any rating assigned to the Bonds
may adversely affect the market price of the Bonds.

Investing in the Bonds involves certain risks. See “Risk Factors” beginning on page 12.

The Bonds and the Guarantee have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”) and may not be offered or sold within the United States
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. For a description of these and certain further restrictions on offers and sales of the
Bonds and the distribution of this offering circular, see “Subscription and Sale™ below.

The denomination of the Bonds shall be RMB1,000,000 and integral multiples of RMB10,000 in excess thereof.

Pursuant to the Administrative Measures for the Review and Registration of Medium- and Long-Term Foreign Debt of Enterprises ({3 12 W1/Miff 7 12 60 i BRI (B 530 I R 2% B &1 25556 %)) (“NDRC
Administrative Measures”) issued by the National Development and Reform Commission of the PRC (“NDRC”) and effective from 10 February 2023, and any implementation rules, reports, certificates,
approvals or guidelines as issued by the NDRC from time to time, the Company has registered the issuance of the Bonds with the NDRC and obtained a certificate from NDRC on 23 November 2023, evidencing
such registration which, as at the date of this offering circular, remains valid and in full force and effect. The Company undertakes it will, within the relevant prescribed timeframes after the Issue Date, file or
cause to be filed with the NDRC requisite information and documents in respect of the Bonds (the “NDRC Filings™) in accordance with the NDRC Administrative M and any impl ion rules, reports,
certificates, approvals or guidelines as issued by the NDRC from time to time, including but not limited to, the filing with the NDRC the requisite information and documents in respect of the issue of the Bonds
within ten PRC Business Days after the Issue Date.

The Company undertakes to file or cause to be filed with the Beijing Branch of SAFE, the Guarantee in accordance with, and within the time period prescribed by, the Provisions on the Foreign Exchange
Administration Rules on Cross-Border Security (FHiifi {4 A E) promulgated by the State Administration of Foreign Exchange (“SAFE”) on 12 May 2014 which came into effect on 1 June 2014 (the
“Cross-Border Security Registration™) and shall use its reasonable endeavours to complete the Cross-Border Security Registration and obtain a registration record from SAFE (or any other document evidencing
the completion of registration issued by SAFE) on or before the Registration Deadline (as defined in the Terms and Conditions of the Bonds).

The Bonds will be represented by beneficial interests in a global certificate (the “Global Certificate”) in registered form which will be registered in the name of, and lodged with a sub-custodian for, the Hong
Kong Monetary Authority as operator (the “Operator”) of the Central Moneymarkets Unit Service (the “CMU”). Beneficial interests in the Global Certificate will be shown on, and transfer thereof will be effected
only through, records maintained by the CMU. Except as described herein, definitive certificates for Bonds will not be issued in exchange for interests in the Global Certificate. See “Summary of Provisions relating
to the Bonds in Global Form™.

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

Bank of China Citigroup Bank of HSBC ICBC China Construction
Communications (Asia) Bank (Asia)

Joint Bookrunners and Joint Lead Managers

China Securities Standard ABC China International CITIC
International Chartered Bank International Capital Corporation Securities

Offering Circular dated 18 January 2024
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NOTICE TO INVESTORS

This offering circular has been prepared by the Issuer and the Company solely for use in connection with
the proposed offering of the Bonds. Both the Issuer and the Company, as well as Bank of China Limited,
Bank of China (Hong Kong) Limited, Citigroup Global Markets Limited, Bank of Communications Co.,
Ltd. Hong Kong Branch, The Hongkong and Shanghai Banking Corporation Limited, Industrial and
Commercial Bank of China (Asia) Limited, China Construction Bank (Asia) Corporation Limited, China
Securities (International) Corporate Finance Company Limited, Standard Chartered Bank, ABCI Capital
Limited, China International Capital Corporation Hong Kong Securities Limited and CLSA Limited (the
“Joint Lead Managers”), reserve the right to withdraw the offering of the Bonds at any time or to reject
any offer to purchase, in whole or in part, for any reason, or to sell less than all of the Bonds offered
hereby.

This offering circular is personal to the prospective investor to whom it has been delivered by the Joint
Lead Managers and does not constitute an offer to any other person or to the public in general to subscribe
for or otherwise acquire the Bonds. Distribution of this offering circular to any person other than the
prospective investor and those persons, if any, retained to advise that prospective investor with respect
thereto is unauthorised, and any disclosure of its contents without the Issuer’s prior written consent is
prohibited. The prospective investor, by accepting delivery of this offering circular, agrees to the foregoing
and agrees not to make any photocopies of this offering circular.

This offering circular is intended solely for the purpose of soliciting indications of interest in the Bonds
from qualified investors and does not purport to summarise all of the terms, conditions, covenants and
other provisions contained in the trust deed governing the Bonds and other transaction documents
described herein. The information provided is not all-inclusive. The market information in this offering
circular has been obtained by the Issuer from publicly available sources deemed by it to be reliable.
Notwithstanding any investigation that the Joint Lead Managers may have conducted with respect to the
information contained herein, the Joint Lead Managers do not accept any liability in relation to the
information contained in this offering circular or its distribution or with regard to any other information
supplied by or on the Issuer’s or the Company’s behalf.

Each of the Issuer and the Company confirms that, after having made all reasonable inquiries, this offering
circular contains all information with regard to it and the Bonds which is material to the offering and sale
of the Bonds, that the information contained in this offering circular is true and accurate in all material
respects and is not misleading in any material respect and that there are no omissions of any other facts
from this offering circular which, by their absence herefrom, make this offering circular misleading in any
material respect. Each of the Issuer and the Company accepts responsibility accordingly.

You should rely only on the information contained in this offering circular. The Issuer and the Company
have not authorised anyone to provide you with information that is different. This offering circular may
only be used where it is legal to sell the Bonds. The information in this document may only be accurate
at the date of this offering circular. Neither the delivery of this offering circular nor any sale made
hereunder shall under any circumstances imply that there has been no change in the Company’s or the
Issuer’s affairs and those of each of their respective subsidiaries or that the information set forth herein
is correct in all material respects as of any date subsequent to the date hereof.

This offering circular includes particulars given in compliance with the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited for the purpose of giving information with
regard to the Company and the Issuer. The directors of the Company and the Issuer collectively and
individually accept full responsibility for the accuracy of the information contained in this document and
confirm that, having made all reasonable enquiries, to the best of their knowledge and belief there are no
other facts the omission of which would make any statement herein misleading.
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Prospective investors hereby acknowledge that (i) they have not relied on the Joint Lead Managers or any
person affiliated with the Joint Lead Managers in connection with any investigation of the accuracy of
such information or their investment decision, and (ii) no person has been authorised to give any
information or to make any representation concerning the Issuer, the Company, the Bonds or the Guarantee
(other than as contained herein and information given by the Issuer’s or the Company’s duly authorised
officers and employees, as applicable, in connection with investors’ examination of the Issuer and the
Company, and the terms of this offering) and, if given or made, any such other information or
representation should not be relied upon as having been authorised by the Issuer, the Company or the Joint

Lead Managers.

In making an investment decision, prospective investors must rely on their examination of the Issuer and
the Company and the terms of this offering, including the merits and risks involved. Neither the Bonds nor
the Guarantee has been approved or recommended by any United States federal or state securities
commission or any other regulatory authority. Furthermore, the foregoing authorities have not passed upon
or endorsed the merits of the offering or confirmed the accuracy or determined the adequacy of this

offering circular. Any representation to the contrary is a criminal offense in the United States.

In connection with the offering, the Joint Lead Managers are not acting for anyone other than the Issuer
and the Company and will not be responsible to anyone other than the Issuer or the Company for providing

the protections afforded to their clients nor for providing advice in relation to the offering.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility
for the contents of this document, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any

part of the contents of this document.

This offering circular does not constitute an offer to sell, or a solicitation of an offer to buy, any Bonds
or Guarantee offered hereby by any person in any jurisdiction in which it is unlawful for such person to

make an offer or solicitation.

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures Act
2001 of Singapore (the “SFA”) and the Securities and Futures (Capital Markets Products) Regulations
2018 of Singapore (the “CMP Regulations 2018”), the Issuer has determined, and hereby notifies all
relevant persons (as defined in Section 309A(1) of the SFA), that the Bonds are ‘prescribed capital markets
products’ (as defined in the CMP Regulations 2018) and Excluded Investment Products (as defined in MAS
Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on

Recommendations on Investment Products).

Notice to capital market intermediaries and prospective investors pursuant to paragraph 21 of the
Hong Kong SFC Code of Conduct — Important Notice to Prospective Investors: Prospective investors
should be aware that certain intermediaries in the context of this offering of the Bonds, including certain
Joint Lead Managers, are “capital market intermediaries” (together, the “CMIs”) subject to Paragraph
21 of the Code of Conduct for Persons Licensed by or Registered with the Securities and Futures
Commission (the “SFC Code”). This notice to prospective investors is a summary of certain obligations
the SFC Code imposes on such CMIs, which require the attention and cooperation of prospective investors.
Certain CMIs may also be acting as “overall coordinators” (together, the “OCs”) for this offering and are

subject to additional requirements under the SFC Code.
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Prospective investors who are the directors, employees or major shareholders of the Issuer, the Guarantor,
a CMI or its group companies would be considered under the SFC Code as having an association (an
“Association”) with the Issuer, the Guarantor, the CMI or the relevant group company. Prospective
investors associated with the Issuer, the Guarantor or any CMI (including its group companies) should
specifically disclose this when placing an order for the Bonds and should disclose, at the same time, if such
orders may negatively impact the price discovery process in relation to this offering. Prospective investors
who do not disclose their Associations are hereby deemed not to be so associated. Where prospective
investors disclose their Associations but do not disclose that such order may negatively impact the price
discovery process in relation to this offering, such order is hereby deemed not to negatively impact the
price discovery process in relation to this offering.

Prospective investors should ensure, and by placing an order prospective investors are deemed to confirm,
that orders placed are bona fide, are not inflated and do not constitute duplicated orders (i.e., two or more
corresponding or identical orders placed via two or more CMIs). If a prospective investor is an asset
management arm affiliated with any Joint Lead Manager, such prospective investor should indicate when
placing an order if it is for a fund or portfolio where the Joint Lead Manager or its group company has
more than 50% interest, in which case it will be classified as a “proprietary order” and subject to
appropriate handling by CMIs in accordance with the SFC Code and should disclose, at the same time, if
such “proprietary order” may negatively impact the price discovery process in relation to this offering.
Prospective investors who do not indicate this information when placing an order are hereby deemed to
confirm that their order is not a “proprietary order”. If a prospective investor is otherwise affiliated with
any Joint Lead Manager, such that its order may be considered to be a “proprietary order” (pursuant to the
SFC Code), such prospective investor should indicate to the relevant Joint Lead Manager when placing
such order. Prospective investors who do not indicate this information when placing an order are hereby
deemed to confirm that their order is not a “proprietary order”. Where prospective investors disclose such
information but do not disclose that such “proprietary order” may negatively impact the price discovery
process in relation to this offering, such “proprietary order” is hereby deemed not to negatively impact the

price discovery process in relation to this offering.

Prospective investors should be aware that certain information may be disclosed by CMIs (including
private banks) which is personal and/or confidential in nature to the prospective investor. By placing an
order, prospective investors are deemed to have understood and consented to the collection, disclosure, use
and transfer of such information by the Joint Lead Managers and/or any other third parties as may be
required by the SFC Code, including to the Issuer, the Guarantor, any OCs, relevant regulators and/or any
other third parties as may be required by the SFC Code, it being understood and agreed that such
information shall only be used for the purpose of complying with the SFC Code, during the bookbuilding
process for this offering. Failure to provide such information may result in that order being rejected.

In connection with the issue of the Bonds, any of the Joint Lead Managers appointed and acting in its
capacity as the stabilisation manager (the “Stabilisation Manager”) (or any person acting on behalf of
any Stabilisation Manager) may over-allot bonds or effect transactions with a view to supporting the
market price of the Bonds at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilisation Managers (or any person acting on behalf of any Stabilisation Manager)
will undertake stabilisation action. Any stabilisation action may begin on or after the date on which
adequate public disclosure of the terms of the offer of the Bonds is made and, if begun, may be ended at
any time, but it must end no later than the earlier of 30 days after the issue date of the Bonds and 60 days
after the date of the allotment of the Bonds. Any stabilisation action or over-allotment must be conducted
by the relevant Stabilisation Manager (or any person acting on behalf of any Stabilisation Manager) in

accordance with all applicable laws and rules.
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None of the Issuer, the Company, the Joint Lead Managers, or any of their respective affiliates or
representatives is making any representation to any offeree or purchaser of the Bonds offered hereby
regarding the legality of any investment by such offeree or purchaser under applicable legal investment
or similar laws. The Joint Lead Managers have not separately verified the information contained in this
offering circular. None of the Joint Lead Managers, the Trustee, CMU Lodging and Paying Agent,
Registrar or Transfer Agent or their respective affiliates, directors, officers, employees, agents, advisers
or representatives or any person who controls any of them makes any representation, warranty or
undertaking, express or implied, or accepts any responsibility, with respect to the accuracy or
completeness of any of the information in this offering circular. To the fullest extent permitted by law,
none of the Joint Lead Managers, the Trustee, CMU Lodging and Paying Agent, Registrar or Transfer
Agent or their respective affiliates, directors, officers, employees, agents, advisers or representatives or
any person who controls any of them accepts any responsibility for the contents of this offering circular
or for any other statements made or purported to be made by the Joint Lead Managers, the Trustee, CMU
Lodging and Paying Agent, Registrar or Transfer Agent or their respective affiliates, directors, officers,
employees, agents, advisers or representatives or any person who controls any of them on their behalf in
connection with the Issuer and the Company, the giving of the Guarantee or the issue and offering of the
Bonds. Each of the Joint Lead Managers, the Trustee, CMU Lodging and Paying Agent, Registrar and
Transfer Agent or their respective affiliates, directors, officers, employees, agents, advisers or
representatives or each person who controls any of them accordingly disclaims all and any liability
whether arising in tort or contract or otherwise which it might otherwise have in respect of this offering
circular or any such statement. Each prospective investor should consult with its own advisors as to legal,

tax, business, financial and related aspects of a purchase of the Bonds.

The distribution of this offering circular and the offer and sale of the Bonds may, in certain jurisdictions,
be restricted by law. Each purchaser of the Bonds must comply with all applicable laws and regulations
in force in each jurisdiction in which it purchases, offers or sells the Bonds or possesses or distributes this
offering circular, and must obtain any consent, approval or permission required for the purchase, offer or
sale by it of the Bonds under the laws and regulations in force in any jurisdiction to which it is subject
or in which it makes purchases, offers or sales. For a description of the restrictions on offers, sales and
resales of the Bonds and distribution of this offering circular, see “Subscription and Sale — Selling

Restrictions” below.

This offering circular is not intended to provide the basis of any credit or other evaluation and should not
be considered as a recommendation by any of the Issuer, the Company, the Joint Lead Managers, the
Trustee, CMU Lodging and Paying Agent, Registrar or Transfer Agent, or their respective affiliates,
directors, officers, employees, agents, advisers or representatives or any person who controls any of them
that any recipient, of this offering circular or of any such information, should purchase the Bonds. Each
potential purchaser of Bonds should make its own independent investigation of the financial condition and
affairs, and its own appraisal of the creditworthiness, of the Issuer, the Company and their respective
subsidiaries. Each potential purchaser of Bonds should determine for itself the relevance of the
information contained in this offering circular and its purchase of Bonds should be based upon such
investigation as it deems necessary. Neither the Joint Lead Managers, the Trustee, CMU Lodging and
Paying Agent, Registrar nor Transfer Agent or their respective affiliates, directors, officers, employees,
agents, advisers or representatives or any person who controls any of them undertakes to review the
financial condition or affairs of the Issuer, the Company and their respective subsidiaries during the life
of the arrangements contemplated by this offering circular nor to advise any investor or potential investor
in the Bonds of any information coming to the attention of any of the Joint Lead Managers, the Trustee,
CMU Lodging and Paying Agent, Registrar or Transfer Agent or their respective affiliates, directors,
officers, employees, agents, advisers or representatives or any person who controls any of them. This

offering circular does not describe all of the risks and investment considerations (including those relating



to each investor’s particular circumstances) of an investment in Bonds of a particular issue. The risks and
investment considerations identified in this offering circular are provided as general information only.
Investors should consult their own financial and legal advisors as to the risks and investment
considerations arising from an investment in an issue of Bonds and should possess the appropriate
resources to analyse such investment and the suitability of such investment in their particular

circumstances.
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CERTAIN DEFINED TERMS AND CONVENTIONS

In this offering circular, references to:

. “CMU” refers to the Central Moneymarkets Unit Service;

. “CNPC”, “Guarantor”, “Company” or “We” refer to China National Petroleum Corporation (* B 1
HRIARREEABR/AT]), a PRC wholly state-owned enterprise and ultimate parent of the Issuer
(unless the context requires otherwise, including all subsidiaries of CNPC);

. “CNPC Capital” refers to CNPC Capital Company Limited;

. “E.U.” refers to European Union;

. “HK$” refers to Hong Kong dollars, the official currency of the Hong Kong Special Administrative
Region of the PRC;

. “Issuer” refers to CNPC Global Capital Limited, a company incorporated in the British Virgin
Islands with limited liability, which is a wholly owned subsidiary of China Petroleum HongKong

(Holding) Limited ("B KSR RA A BR A A);

. “NDRC” refers to the National Development and Reform Commission of the PRC;

. “OPEC” refers to the Organisation of the Petroleum Exporting Countries;

. “PBOC” refers to the People’s Bank of China, the central bank of the PRC;

. “PetroChina” refers to PetroChina Company Limited, a joint stock limited liability company formed
in 1999, of which 80.54% of its share capital is owned by CNPC as of 31 December 2022 (unless
the context requires otherwise, including any subsidiaries of PetroChina);

. “PRC” or “China” refers to the People’s Republic of China, excluding, for the purpose of this
offering circular only, the Hong Kong Special Administrative Region, the Macau Special
Administrative Region and Taiwan;

. “SAFE” refers to the State Administration of Foreign Exchange of the PRC;

. “SASAC” refers to the State-owned Assets Supervision and Administration Commission of the PRC
State Council;

. “SEC” refers to the United States Securities and Exchange Commission;

. “Hong Kong Stock Exchange” refers to The Stock Exchange of Hong Kong Limited;
. “SOE” refers to state-owned enterprise;

. “RMB” or “Renminbi” refers to Renminbi, the official currency of the PRC;

. “U.S. GAAP” refers to the Generally Accepted Accounting Principles of the U.S.; and

. “US$” or “U.S. dollars” refers to United States dollars, the official currency of the United States of
America.
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For definitions of certain oil and gas industry terms, please refer to Annex A to this offering circular.

Market data and certain industry forecasts and statistics in this offering circular have been obtained from
both public and private sources, including internal calculation, internal surveys, market research, publicly
available information and industry publications. Although this information is believed to be reliable, it has
not been independently verified by the Issuer, the Guarantor, the Joint Lead Managers or their respective
directors and advisors, and neither the Issuer, the Guarantor, the Joint Lead Managers nor their respective
directors and advisors make any representation as to the accuracy or completeness of that information.
Such information may not be consistent with other information compiled within or outside the PRC. In
addition, third-party information providers may have obtained information from market participants and
such information may not have been independently verified. This offering circular summarises certain
documents and other information, and investors should refer to them for a more complete understanding
of what is discussed in those documents. In making an investment decision, each investor must rely on its
own examination of the Issuer, the Guarantor and the terms of the offering and the Bonds, including the

merits and risks involved.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations, certificates,
titles and the like are translations of their Chinese names and are included for identification purposes only.

In the event of any inconsistency, the Chinese name prevails.
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PRESENTATION OF FINANCIAL AND OTHER DATA

FINANCIAL DATA

CNPC'’s consolidated balance sheet data as of 31 December 2022, consolidated income statement data and
cash flow statement data for the year then ended have been extracted from the consolidated financial
statements of the Company for the year ended 31 December 2022 audited by Baker Tilly China and
included elsewhere in this offering circular. CNPC’s consolidated balance sheet data as of 31 December
2020 and 2021, consolidated income statement data and cash flow statement data for the years then ended
have been extracted from the consolidated financial statements of the Company for the year ended 31
December 2021 audited by Da Hua Certified Public Accountants (Special General Partnership) and
included elsewhere in this offering circular. Such financial statements are prepared in accordance with the
Accounting Standards for Business Enterprises promulgated by the Ministry of Finance and its Application
Guidance, the Interpretations and other relevant provisions, Application Guidance of Accounting
Standards for Business Enterprises, Interpretation of Accounting Standards for Business Enterprises and
other regulations issued thereafter (“China Accounting Standards” or the “PRC GAAP”).

Certain amounts and percentages included in this offering circular have been rounded. Accordingly, in
certain instances, the sum of the numbers in a column may not exactly equal the total figure for that

column.

OIL AND GAS RESERVES

Oil and gas reserves are key elements in CNPC’s investment decision-making process. The term “reserves”
describes the recoverable quantity of oil and gas volumes that are commercially viable for development
given the prevailing economic situation, in particular the prices of crude oil and natural gas, present at the
time of estimation. Reserves are estimated using either a deterministic method, in which a single best
estimate is made based on known geological, engineering and economic data, or a probabilistic method,
in which known geological, engineering and economic data are used to generate a range of estimates and
their associated probabilities. All oil and gas reserves data are estimates, which are revised when
additional information becomes available (for example, when additional wells are drilled or when actual
production commences). “Proved reserves” refers to those quantities of oil and gas, which, by analysis of
geoscience and engineering data, can be estimated with reasonable certainty to be economically producible
— from a given date forward, from known reservoirs, and under existing economic conditions, operating
methods, and government regulations — prior to the time at which contracts providing the right to operate
expire, unless evidence indicates that renewal is reasonably certain, regardless of whether deterministic or
probabilistic methods are used for the estimation. Proved reserves are estimated quantities of mineral
deposits, which can be recovered from reservoirs proved by appraisal drilling during the period of

reservoir evaluation, with a reasonable certainty or a relative difference of no more than 20%.
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A substantial majority of CNPC’s total estimated proved crude oil and natural gas reserves are located in
China. CNPC’s reserves are estimates calculated by CNPC only. CNPC’s internal geological team focuses
on periodically estimating field reserves information based on geological data obtained from various
geological and geophysical studies. Estimates of net reserves are based on numerous assumptions and
estimates relating to technical factors such as initial oil in place, initial production rates, production
decline rates and ultimate recovery of reserves, as well as commercial factors such as future oil prices,
timing and amount of capital expenditures, and operating costs that may occur during the production life
of the reserves. See “Risk Factors — CNPC’s crude oil and natural gas reserve estimates involve some
degree of uncertainty and may prove to be incorrect over time or may not accurately reflect actual growth
levels. Even if such estimates are accurate, technical limitations may prevent CNPC from retrieving these

reserves. In addition, the actual size of deposits may differ materially from such estimates.”

CNPC believes that the methods it uses to estimate these reserves are consistent with definitions and
classifications in the Petroleum Resources Management System developed by internationally recognised
organisations such as the Society of Petroleum Engineers, World Petroleum Congress, American
Association of Petroleum Geologists and Society of Petroleum Evaluation Engineers, which serve as

guidelines for the oil and gas industry.

Unless otherwise indicated, information regarding CNPC’s oil and gas reserves and production in this
offering circular refers to CNPC’s share of reserves and production based on its percentage of equity

interest in the relevant properties.



FORWARD-LOOKING STATEMENTS

Certain statements in this offering circular are not historical facts and constitute “forward-looking

statements”. This offering circular may contain words such as “believe,” “could,” “may,” “will,” “target,”

“estimate,” “project,” “predict,” “forecast,” “guideline,” “should,” “plan,” “expect,” “intend” and

“anticipate” and similar expressions that are intended to identify forward-looking statements, but are not

the exclusive means of identifying these statements. Particularly, statements under the captions

“Summary” and “Business” relating to the following matters may include forward-looking statements:

Such

the anticipated demand for oil, gas products, refined products and chemical products and related

capital expenditures and investments;

projections of capital expenditures in general and other financial items;

generation of future receivables;

expected sales to customers and price levels;

the expected results of exploration, production and refining activities and related capital
expenditures and investments; and

environmental compliance and remediation.

statements are subject to various risks and uncertainties, including, but not limited to:

changes in global economic and social conditions;

changes in the world political situation;

changes in economic and political conditions and increases in regulatory burdens in the PRC, Hong

Kong and other jurisdictions in which CNPC operates, transacts business or has interests;

accidents and natural disasters;

changes in import controls or import duties, levies or taxes, either in international markets or in the
PRC;

changes in laws, regulations and policies (including without limitation, environmental laws,

regulations and policies internationally or in the PRC), taxation or accounting standards or practices;
changes in relation to the CNPC’s ability to respond to international sanctions requirements;
currency, interest rate, price and credit risks;

changes in prices or demand for products or raw materials produced or used by CNPC or its
subsidiaries or affiliates, both in the PRC and in international markets, as a result of competitive

actions or economic factors, such as inflation or exchange rate fluctuations;

changes in governmental support from the PRC government;

_xi_



. the risks of increasing expenditures and investments;

. uncertainty of technological change;

. the technical limitations of CNPC’s exploration and production on the oil and gas reserves;

. the ability of third parties to perform in accordance with contractual terms and specifications;
. acquisitions or divestitures;

. potential disputes with international and domestic joint venture partners; and

. other factors, including those discussed in “Risk Factors”.

In addition, the expectations of management with respect to oil and gas exploration activities are subject
to risks arising from the inherent difficulties of predicting the presence, yield or quality of oil and gas
deposits, as well as unknown or unforeseen difficulties in extracting, transporting or processing any oil

and gas found, or doing so on a commercial basis.

Forward-looking statements involve inherent risks and uncertainties. Should one or more of these or other
uncertainties or risks materialise, actual results may vary materially from those estimated, anticipated or
projected. Specifically, but without limitation, capital costs could increase, projects could be delayed, and
anticipated improvements in capacity, performance or profit levels might not be fully realised. Although
CNPC believes that the expectations of its management as reflected by such forward-looking statements
are reasonable based on information currently available to it, no assurances can be given that such
expectations will prove to have been correct. Accordingly, investors are cautioned not to place undue
reliance on forward-looking statements and neither the Issuer nor the Guarantor undertakes any obligation

to update or revise any of them, whether as a result of new information, future developments or otherwise.
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SUMMARY

This summary highlights certain information contained in this offering circular. This summary does not
contain all the information that investors should consider before investing in the Bonds. Investors should
carefully read this offering circular in its entirety, including the sections entitled “Forward-Looking
Statements”, “Risk Factors” and “Business” as well as the financial statements and notes thereto
included elsewhere in this offering circular.

CNPC

CNPC is one of China’s key SOEs under the direct supervision of the State-owned Assets Supervision and
Administration Commission of the State Council. The predecessor of CNPC was the Ministry of Petroleum
Industry of the PRC, which was founded in July 1955 and mandated to supervise the exploration and
development of oil and gas resources in China. In 1988, the PRC State Council dissolved the Ministry of
Petroleum Industry and established China National Petroleum and Natural Gas Corporation. On 27 July
1998, China National Petroleum and Natural Gas Corporation was reorganised as CNPC to become an
integrated group with businesses covering oil and gas upstream and downstream operations as well as
oilfield and engineering services.

CNPC is one of China’s primary oil and gas producers and suppliers. CNPC is China’s largest oil and gas
producer in terms of production volumes in 2022 and China’s largest natural gas transporter and seller in
terms of sales volume in 2022. CNPC is an international energy company integrating production, refining,
transportation, reserves and sales, with businesses covering (i) oil, gas and new energies, (ii) refining,
chemicals, marketing and new materials, (iii) support and services, and (iv) capital and finance. With oil
and gas operations in 32 overseas countries as of 31 December 2022, CNPC is seeking an even greater
international role. CNPC ranked fourth in the “Fortune Global 500 in 2022 in terms of revenues and
ranked second in the “Fortune China 500” in 2022 in terms of revenues. According to “Petroleum
Intelligence Weekly”, CNPC ranked third in 2022 among the world’s 50 largest oil companies and has
ranked as one of the top 10 oil companies for 22 consecutive years.

COMPETITIVE STRENGTHS

CNPC believes that the following strengths have contributed to its strong competitive position:

. CNPC is one of the world’s largest energy companies and one of the cornerstones of economic
development in China and beyond;

. CNPC is of strategic significance to safeguard China’s national energy security;

. CNPC has an integrated business model, diversified sources of revenue and strong resilience;

. CNPC carries out an innovation-driven development strategy to enhance its core competitiveness;

. CNPC accelerates green transformation and low-carbon strategies to promote sustainable
development;

. CNPC has established experienced management team to promote the modernization of corporate

governance system and capabilities; and

. CNPC maintains low leverage, sufficient liquidity and achieved continued improvement in
profitability.




STRATEGIES

CNPC’s goal is to become a leading world class integrated energy corporation. To achieve this goal, CNPC

plans to implement the following five major strategies:

. Innovation-driven development strategy;

. Sustainable acquisition and supply of resources;

. Enhancement of market competitiveness;

. Internationalisation and globalisation strategy; and
. Green transformation and low-carbon development.

RECENT DEVELOPMENTS

On 31 October 2023, CNPC announced its unaudited consolidated financial results for the nine months
ended 30 September 2023 (the “September 2023 Unaudited Financial Information™) on the website of
Shanghai Clearing House (¥ iE#H ). According to CNPC’s announcement, CNPC’s consolidated
operating revenue was RMB2,352.8 billion for the nine months ended 30 September 2023, representing
a decrease of 8.1% as compared to the same period in 2022. CNPC reported a net profit of RMB146.2
billion for the nine months ended 30 September 2023, as compared to a net profit of RMB135.7 billion
for the same period in 2022. The decrease in operating revenue was primarily due to the decrease of sales

revenues as a result of the decline in prices of crude oil, natural gas and related products.

On 31 October 2023, PetroChina announced its unaudited financial results for the nine months ended 30
September 2023. According to PetroChina’s announcement, when published, PetroChina witnessed a
decrease of 7.1% in operating revenue from RMB2,455.4 billion to RMB2,282.1 billion, and an increase
of 9.8% in net profit attributable to shareholders of PetroChina from RMB119.9 billion to RMB131.7
billion, for the nine months ended 30 September 2023 as compared to the same period in 2022, due to the
combined impact of the decline in prices of crude oil, natural gas and related products and the increase

in their sales volume.

The September 2023 Unaudited Financial Information has not been subject to an audit or review and
should not be relied upon by investors to provide the same quality of information associated with
information that has been subject to an audit or review. Such financial information, similar to any
previously published unaudited and unreviewed financial information, could be adjusted if audited or
reviewed. Accordingly, other than the discussion contained herein, the September 2023 Unaudited
Financial Information is not part of this offering circular. Furthermore, the September 2023 Unaudited
Financial Information should not be taken as an indication of the expected financial condition, results of
operations and results of CNPC for the full year ending 31 December 2023. Potential investors are advised
to exercise caution when using such data to evaluate CNPC’s financial condition and results of operations,

and should not place undue reliance upon such data.




PETROCHINA

PetroChina is an integral and significant part of CNPC. It was established as a joint stock limited company
under the Company Law of the PRC on 5 November 1999 as part of a restructuring in which CNPC
transferred to PetroChina most of its assets and liabilities relating to its oil and gas exploration and
production, refining and chemicals, marketing, trading and natural gas and pipelines businesses. CNPC
retained the assets and liabilities relating to its remaining businesses and operations. The H shares of
PetroChina were listed on the Hong Kong Stock Exchange on 7 April 2000 (stock code: 857). The A shares
of PetroChina were listed on the Shanghai Stock Exchange on 5 November 2007 (stock code: 601857). As
of 31 December 2022, CNPC was the beneficial owner of 80.54% of the share capital of PetroChina,
including the 291,518,000 H Shares indirectly held by CNPC as of 31 December 2022 through Fairy King
Investments Limited, a wholly owned overseas subsidiary of CNPC. PetroChina accounted for
approximately 60.8% of CNPC’s total assets as of 31 December 2022 and 95.3% of CNPC’s revenues for
the year ended 31 December 2022, according to the audited consolidated financial statements of CNPC and
PetroChina prepared in accordance with PRC GAAP. In 2022, PetroChina ranked fourth in the “Oil & Gas
Operations” of the Global 2000 list (the world’s 2,000 largest public companies) by Forbes Magazine, and
in 2022, PetroChina ranked 12th in the S&P Global Platts Top 250 Global Energy Company Rankings. For
more information on PetroChina, see PetroChina’s announcements on the Hong Kong Stock Exchange.
PetroChina’s announcements on the Hong Kong Stock Exchange do not constitute part of this offering

circular.
THE ISSUER

The Issuer is a wholly owned subsidiary of China Petroleum HongKong (Holding) Limited (H'[Ef7 X
SRR AR/ H]) and was incorporated with limited liability on 15 April 2020 in the British Virgin
Islands under the BVI Business Companies Act, 2004 (as amended). The Issuer will not conduct business
or any other activities other than the offering, sale or issuance of Indebtedness and the lending of the
proceeds thereof to any company controlled, directly or indirectly, by CNPC and any other activities in
connection therewith or related thereto. As of the date of this offering circular, the Issuer has no material
assets or revenues and has no outstanding borrowings or contingent liabilities other than the issuance of
1.350 per cent. bonds due 2025 and 2.000 per cent. bonds due 2030 with an outstanding principal amount
of US$900,000,000 and US$500,000,000 as of the date of this offering circular, respectively. The
registered address of the Issuer is at Ritter House, Wickhams Cay II, PO Box 3170, Road Town, Tortola
VG1110, British Virgin Islands.




CORPORATE STRUCTURE

The following chart sets forth the shareholding and group structure of the Issuer, as of 31 December 2022.

State-owned Assets Supervision and Administration Commission of the State Council (SASAC)

100%
v
China National Petroleum Corporation
(PRC)
(Guarantor)
100%
80.54%" 3
l China Petroleum Hongkong
}100% (Holding) Limited
(Hong Kong)
China Petroleum PetroChina Company Limited
Group Engineering (PRC) 100%
Service Co., Ltd. (SHA: 601857; 0857.HK) A
(PRC) CNPC Global Capital Limited
(British Virgin Islands)
(Issuer)
77.35% 17.91% 54.29%
v v
CNPC Capital China Petroleum
Company Limited Engineering
(PRC) Corporation
(000617.SZ) (PRC)

(SHA: 600339)

Note:

(1)  The shareholding includes the 291,518,000 H Shares indirectly held by CNPC as of 31 December 2022 through Fairy
King Investments Limited, a wholly owned overseas subsidiary of CNPC.




SUMMARY CONSOLIDATED FINANCIAL AND OTHER INFORMATION

CNPC’s consolidated balance sheet data as of 31 December 2022, consolidated income statement data and
cash flow statement data for the year then ended have been extracted from the consolidated financial
statements of the Company for the year ended 31 December 2022 audited by Baker Tilly China and
included elsewhere in this offering circular. CNPC’s consolidated balance sheet data as of 31 December
2020 and 2021, consolidated income statement data and cash flow statement data for the years then ended
have been extracted from the consolidated financial statements of the Company for the year ended 31
December 2021 audited by Da Hua Certified Public Accountants (Special General Partnership) and
included elsewhere in this offering circular. The summary financial data below should be read in
conjunction with the consolidated financial statements as well as the notes thereto, included elsewhere in
this offering circular. CNPC’s consolidated financial statements were prepared and presented in
accordance with PRC GAAP.

CONSOLIDATED INCOME STATEMENT DATA OF CNPC

Year Ended 31 December

2020 2021 2022
(audited) (audited) (audited)
RMB RMB RMB

(in millions)

Operating Revenues . ....................... 2,064,488 2,781,399 3,372,646
Interest income. . .. ... .. ... 20,215 22,740 24,698
Premium Earned. . .. ... ... .. .. ... . . ... .... 696 1,520 1,178
Fee and commission income . ... ............... 1,747 1,615 1,485
Operating Expenses .. ...................... 2,029,240 2,629,728 3,065,508
Operating CoStS. . . . ...ttt 1,587,694 2,142,204 2,532,027
Taxes and surcharges .. .......... ... ... ...... 205,249 239,683 294,491
Selling and distribution expenses. . . .. ........... 79,367 79,404 74,817
General and administrative expenses . . ........... 79,019 84,406 93,580
Research and development expenses . ............ 22,759 25,292 30,824
Financial expenses . ... ...................... 25,401 22,442 (458)
Others . .. ... .. 19,597 24,582 27,247
Other income . . . ... ... i 11,531 15,586 19,151
Investment gains. . . ......... .. .. ... ... 52,419 46,223 4,439
Foreign exchange gains (losses). . .. ............. 106 47 100
Gains (losses) from changes in fair value. . ........ 3,523 6,398 (7,968)
Credit impairment losses. . . .. ................. (797) (5,774) (8,458)
Assets impairment losses. . . .. ....... .. .. .. ... (29,625) (36,561) (44,772)
Gains (losses) from assets disposal . ............. 1,829 1,501 1,495
Operating Profit . . ... ...................... 96,893 204,967 298,486
Non-operating inCome. . . . .. ... .....vvuenn.... 16,605 7,977 5,949
Non-operating eXpenses . ... ... ...........o.... 25,978 46,467 37,570
Profit Before Income Tax . ... ................ 87,520 166,477 266,866
Income tax. .. ... . 37,248 66,213 86,510
Net Profit . .. ........... .. .. .. .. .......... 50,272 100,263 180,355
Net profit attributable to parent company.......... 31,569 62,165 141,798




CONSOLIDATED BALANCE SHEET DATA OF CNPC

As of 31 December

2020 2021 2022
(audited) (audited) (audited)
RMB RMB RMB
(in millions)
Total current assets. . .. .............uoun... 1,427,816 1,544,769 1,617,896
Total non-current assets . ... ... .. ............. 2,691,573 2,647,665 2,777,157
Total assets .. ........ .. 4,119,389 4,192,434 4,395,054
Total current liabilities . ... ................... 1,188,047 1,269,198 1,433,186
Total non-current liabilities . . .. ... ............. 613,489 591,523 452,931
Total liabilities. . . .. ........ .. ... . . ......... 1,801,536 1,860,721 1,886,118
Equity attributable to the equity owners of the
COMPANY - - v ot et ettt et et e e e e e 1,977,199 1,990,167 2,118,767
Minority interest. . . . ... ... 340,654 341,546 390,170
Total liabilities and owners’ equity . ............. 4,119,389 4,192,434 4,395,054

OTHER FINANCIAL DATA OF CNPC

As of and for the Year Ended 31 December

2020

2021

2022

RMB

RMB

RMB

(in millions, except for percentages and ratios)

EBITDAY . . 330,732 422,275 531,133
EBITDA margin® ... ... .................... 15.85% 15.04% 15.7%
Total debt™ . . ... . 563,644 546,387 501,405
Net debt™ . ... 293,736 225,166 98,457
Total debt/EBITDA. . . ..o oottt 1.70 1.29 0.94
Net debt/EBITDA. . . o oo 0.89 0.53 0.19
EBITDA/Interest™ . . . ... ... .. . 13.61 19.44 24.2
Total debt/Total capitalisation®. .. .. ... .. ....... 22.18% 21.54% 16.7%

ey

2

(3)

4)

&)

(6)

EBITDA for any period is calculated as net profit plus income tax expenses, financial expenses and depreciation,
depletion and amortisation. EBITDA is a widely used financial indicator of a company’s ability to service and incur
debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows, net income or any
other measure of performance or as an indicator of CNPC’s operating performance, liquidity, profitability or cash
flows generated by operating, investing or financing activities. In evaluating EBITDA, CNPC believes that investors
should consider, among other things, the components of EBITDA such as sales and operating expenses and the amount
by which EBITDA exceeds capital expenditures and other charges. CNPC has included EBITDA because it believes
that it is a useful supplement to the cash flow data as a measure of CNPC’s performance and its ability to generate
cash flow from operations to cover debt service and taxes. EBITDA presented herein may not be comparable to
similarly titled measures presented by other companies. Investors should not compare CNPC’s EBITDA to EBITDA
presented by other companies because not all companies use the same definitions.

EBITDA margin is calculated as EBITDA divided by operating revenues.

Total debt consists of all short-term borrowings, long-term borrowings, long-term debt due within one year, bonds
payable, bonds payable due within one year, short-term financing bonds, medium-term notes and financial bonds, and
other interest-bearing current liabilities. It does not include amounts due to CNPC subsidiaries.

Net debt is calculated as total debt minus cash and cash equivalent.
Interest is calculated as interest expenses plus capitalised interests.

Total capitalisation equals total indebtedness plus total owners’ equity.
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The following table sets forth CNPC’s historical crude oil and natural gas production for the periods

indicated.

Year Ended 31 December

2020 2021 2022

Crude oil production

Total production (million tons). . .. ............ 178.6 179.4 182.0

Domestic production (million tons) . ........... 102.3 103.1 105.0

Overseas production (million tons). .. .......... 76.4 76.3 77.0
Natural gas production

Total production (billion cubic meters).......... 160.4 169.2 177.2

Domestic production (billion cubic meters). ... ... 130.6 137.8 145.5

Overseas production (billion cubic meters) . ... ... 29.8 31.5 31.8




SUMMARY OF THE OFFERING

The following is a brief summary of the terms of this offering and is qualified in its entirety by the
remainder of this offering circular. For a detailed description of the Bonds, see the section entitled “Terms
and Conditions of the Bonds”. The terms and conditions of the Bonds prevail to the extent of any
inconsistency set forth in this section. This summary is not intended to be complete and does not contain
all of the information that is important to an investor. Terms used in this summary and not otherwise
defined shall have the meanings given to them in “Terms and Conditions of the Bonds”.

Issuer CNPC Global Capital Limited

Guarantor China National Petroleum Corporation (B {7 KSR 54 B A FR
)

Guarantee The Company will unconditionally and irrevocably guarantee the

due and punctual payment of all sums from time to time payable by
the Issuer under the Bonds and all other monies payable by the
Issuer under or pursuant to the Trust Deed, as further described in
Condition 3. The Company’s obligations in respect of the Bonds
and the Trust Deed are contained in the Trust Deed (and any
supplement thereto).

Issue RMB1,000,000,000 2.60 per cent. guaranteed bonds due 2026.
Issue Price 100.00 per cent.
Form and Denomination The Bonds will be issued in registered form in the specified

denomination of RMBI1,000,000 and integral multiples of
RMB10,000 in excess thereof.

Interest The Bonds will bear interest from and including the Issue Date at
the rate of 2.60 per cent. per annum, payable semi-annually in
arrears on the Interest Payment Dates falling on, or nearest to, 25
January and 25 July in each year. If any Interest Payment Date
would otherwise fall on a day which is not a business day, it shall
be postponed to the next day which is a business day. The amount
of interest payable per Calculation Amount for any period shall be
equal to the product of the rate of interest specified above, the
Calculation Amount and the actual number of days in the relevant
Interest Period (or such other period) divided by 365, rounding the
resulting figure to the nearest cent (half a cent being rounded

upwards).

Issue Date 25 January 2024.

Maturity Date The Interest Payment Date falling on, or nearest to, 25 January
2026.

Status of the Bonds The Bonds constitute direct, general, unsubordinated,

unconditional and (subject to Condition 4(a)) unsecured
obligations of the Issuer and shall at all times rank pari passu and
without any preference among themselves, as further described in
Condition 3.




Status of the Guarantee

Events of Default

Taxation

Final Redemption

Redemption for Tax Reasons

Redemption upon a No
Registration Event

The obligations of the Company under the Guarantee shall, save
for such exceptions as may be provided by applicable legislation
that are both mandatory and of general application and subject to
Condition 4(a), at all times rank at least pari passu in right of
payment with all its other present and future unsecured and

unsubordinated obligations.

The Bonds contain certain events of default provisions, as further
described in Condition 9.

All payments of principal and interest in respect of the Bonds
and/or the Guarantee by or on behalf of the Issuer or the Company
shall be made free and clear of, and without withholding or
deduction for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed,
levied, collected, withheld or assessed by or on behalf of any
Relevant Jurisdiction, unless the withholding or deduction of such
taxes, duties, assessments, or governmental charges is required by
law, as further described in Condition 8. In such event, the Issuer
or, as the case may be, the Company shall, subject to the limited
exceptions specified in the Terms and Conditions of the Bonds, pay
such additional amounts as will result in receipt by the
Bondholders after such withholding or deduction of such amounts
as would have been received by them had no such withholding or

deduction been required.

Unless previously redeemed or purchased and cancelled, the Bonds
will be redeemed at their principal amount on the Interest Payment
Date falling on, or nearest to, 25 January 2026.

The Bonds may be redeemed at the option of the Issuer in whole,
but not in part, at any time, on giving not less than 30 nor more
than 60 days’ notice to the Bondholders (which notice shall be
irrevocable), at their principal amount, together with accrued
interest (if any) up to, but excluding the date fixed for redemption,
in the event of certain changes affecting taxes of certain

jurisdictions, as further described in Condition 6(b).

At any time following the occurrence of a No Registration Event
(as described in Condition 6(c)), the holder of any Bond will have
the right, at such holder’s option, to require the Issuer to redeem
all, but not some only of that holder’s Bonds on the No
Registration Event Put Date, at 100 per cent. of their principal
amount, together with accrued interest, as further described in
Condition 6(c).




Redemption upon a Change of
Control Triggering Event

Clearing System

ISIN

Common Code

CMU Instrument Number

Governing Law and Jurisdiction

Trustee
CMU Lodging and Paying Agent
and Transfer Agent and

Registrar

Listing

At any time following the occurrence of a Change of Control
Triggering Event (as described in Condition 6(d)), the holder of
any Bond will have the right, at such holder’s option, to require the
Issuer to redeem all, but not some only of that holder’s Bonds, at
100 per cent. of their principal amount, together with accrued

interest, as further described in Condition 6(d).

The Bonds will be represented by beneficial interests in the Global
Certificate, which will be registered in the name of and lodged with
a sub-custodian for the Hong Kong Monetary Authority as operator
of the CMU. Beneficial interests in the Global Certificate will be
shown on, and transfers thereof will be effected only through,
records maintained by the CMU. Except as described in this
offering circular, the certificates for the Bonds will not be issued

in exchange for interests in the Global Certificate.
HKO0000980174.

274403829.

CILHFB24001.

The Bonds, the Trust Deed and the Agency Agreement relating to
the Bonds will be governed by and will be construed in accordance
with English law. The courts of Hong Kong are to have exclusive
jurisdiction to settle any disputes that may arise out of or in
connection with the Bonds, the Guarantee, the Trust Deed and the
Agency Agreement and accordingly any legal action or
proceedings arising out of or in connection with any Bonds, the
Guarantee, the Trust Deed or the Agency Agreement may be
brought in the courts of Hong Kong.

Citicorp International Limited.

Citicorp International Limited.

Application will be made to the Hong Kong Stock Exchange for
the listing of, and permission to deal in, the Bonds by way of debt
issues to Professional Investors only as described in this offering
circular. If the application to the Hong Kong Stock Exchange to list
the Bonds is approved, such Bonds listed on the Hong Kong Stock
Exchange will be traded on the Hong Kong Stock Exchange in a
board lot size of at least HK$500,000 (or its equivalent in other

currencies).
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Ratings

Further Issues

Use of Proceeds

Risk Factors

LEI Code

The Bonds are expected to be rated “A+” by S&P. A security rating
is not a recommendation to buy, sell or hold securities and may be
subject to suspension, reduction or withdrawal at any time by the

assigning rating agency.

The Issuer may from time to time without the consent of the
Bondholders and in accordance with the Trust Deed create and
issue further securities having the same terms and conditions as the
Bonds in all respects (or in all respects except for any one or more
of the first payment of interest, the issue date, the timing for the
NDRC Post-Issuance Filing and the timing for completion of the
Cross-Border Security Registration and, to the extent necessary,
certain temporary securities law transfer restrictions) and so that
such further issue shall be consolidated and form a single series
with the Bonds, as further described in Condition 15.

The aggregate proceeds from this offering, after deducting the
underwriting commissions and other estimated expenses payable
by us in connection with this offering, will be RMB999 million,
which we plan to use for general corporate purposes. See section
entitled “Use of Proceeds”.

For a discussion of certain factors that should be considered in

evaluating an investment in the Bonds, see “Risk Factors”.

254900BS1UPERUNF4860
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RISK FACTORS

An investment in the Bonds is subject to significant risks. Investors should carefully consider all of the
information in this offering circular and, in particular, the risks described below. The following factors
are contingencies which may or may not occur and neither the Issuer nor CNPC is in a position to express
a view on the likelihood of any such contingency occurring. Any of the risks or uncertainties described
below, as well as additional risks or uncertainties, including those which are not currently known to the
Issuer and CNPC or which the Issuer and CNPC currently deem to be immaterial, may affect CNPC'’s
business, financial condition or results of operations or the ability of the Issuer and CNPC to fulfil their
obligations under the Bonds.

RISKS RELATING TO CNPC

CNPC’s operations may be adversely affected by the international and domestic economic conditions.
The global economic downturn has adversely affected economies and businesses around the world,
including in China.

CNPC'’s operations may be adversely affected by international or regional economic conditions. As the oil
and gas industry is sensitive to macroeconomic trends, oil and gas prices tend to fluctuate along with
changes in macroeconomic conditions, such as the timing and pace of United States interest rate hikes. For
example, the Federal Reserve announced on 26 July 2023 that it had raised its key interest rate by 0.25%
to as much as 5.5%, the highest level in 22 years, as it continues to fight persistent inflation in the U.S.
economy. On 20 September 2023, the Federal Reserve decided to maintain such interest rate. In the first
half of 2023, affected by factors including supply and demand fundamentals and the U.S. Dollar interest
hike, international crude oil prices fluctuated downwards.

CNPC may experience pricing pressure on its refined products in recessionary periods, which would have
an adverse effect on its profitability. Changes in macroeconomic conditions can affect the demand for
certain of CNPC’s products. These factors may also lead to intensified competition for market share, with
consequential potential adverse effects on sales volumes. Inflation may lead to increase in CNPC’s
operating costs. Notwithstanding the measures taken by the PRC government to control inflation, China
may experience an increase in inflation in the future and CNPC’s operating costs may become higher than
anticipated. The financial and economic situation may also have a negative impact on third parties with
whom CNPC does, or may do, business. Any global recession, slowdown of China’s economic growth, or
any other macroeconomic trends may adversely affect CNPC’s financial condition, results of operations
and liquidity.

The oil and gas industry is highly competitive.

The oil, gas and petrochemicals industries are highly competitive. There is strong competition, both within
the oil and gas industry and with other industries, in supplying the fuel needs of commercial, industrial
and residential markets. In recent years, with the intensive reform of China’s petroleum, refining and
chemical, natural gas, LNG, pipelines and refined oils sales industries, CNPC has been facing increasingly
intense competition from privately owned companies, foreign-invested enterprises and other state-owned
enterprises that recently entered the refinery, chemical, sales, and oil and gas service sectors. In addition,
the rapid development of unconventional oil and gas resources, new energy sources and new products also
poses competition with the conventional energy and petrochemical industries. Competition puts pressure
on product prices, affects oil products marketing and requires continuous management focus on
identifying new trends, reducing unit costs and improving efficiency. The implementation of CNPC’s
growth strategy requires continued technological advances and innovation, including advances in
exploration, production, refining, petrochemicals manufacturing technology and advances in technology
related to energy usage. CNPC’s performance could be impeded if competitors developed or acquired
intellectual property rights to technology that CNPC required or if CNPC’s innovation lagged the industry.
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CNPC is exposed to political, economic, regulatory and legal risks related to countries where it

participates in exploration, development and production projects.

CNPC is subject to various political, legal and regulatory environments in overseas countries or regions
where it operates, some of which are known to be unstable and differ in certain significant respects from

those prevailing in developed countries.

In addition, the results of operations of CNPC may be adversely affected by a number of factors in the

countries in which it operates or has interests, including, but not limited to, the following:

. changes in international and local political and economic conditions, as well as social conditions;
J military hostilities, war, political unrest or acts of terrorism;

. challenges caused by distance, language, local business customs and cultural differences;

. difficulty in obtaining licences, permits or other regulatory approvals from local authorities and in

enforcing the oil and gas segment’s rights under contracts;

. with respect to those countries that are members of OPEC, the lowering of petroleum production

volume pursuant to OPEC policy;

. changes in laws, regulations or government policies, or in the interpretation or enforcement of laws,
regulations and government policies, including changes driven by resource nationalism, or

uncertainties thereof;

. measures which may be introduced to control inflation or changes in the rate or method of taxation;

. imposition of additional restrictions on currency conversion and remittances abroad or reduction in

tariff protection and other import restrictions;

. natural disasters and epidemics, outbreaks or pollution; and

. changes in the usage and costs of state-controlled transportation services.

CNPC has expanded its global footprints in many of its business segments in recent years through mergers
and acquisitions, and CNPC plans to continue to grow our business internationally. As CNPC’s
international operations expand into many foreign jurisdictions, CNPC faces new regulatory environment
and compliance challenges that CNPC may not have familiarity with. Furthermore, CNPC may be required
to devote significant additional resources to understanding, adapting and formulating its corporate
governance and regulatory compliance framework to, and monitoring changes in, the laws and regulations
in multiple foreign jurisdictions where CNPC has business operations, and may incur high costs in
structuring and operating its businesses to comply with such laws and regulations and implementing and

administering related internal policies and procedures.
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The operations of CNPC’s oil and gas business are affected by the price volatility of crude oil, refined
products and natural gas.

CNPC'’s operations are affected by the price volatility of crude oil, refined products and natural gas. CNPC
sets its crude oil price based on the international trading prices for crude oil. International prices for crude
oil have fluctuated widely in recent years in response to changes in the supply of and demand for oil and
international geopolitics, market uncertainty and a variety of additional factors that are beyond CNPC’s
control, including applicable regulations on the pricing of oil and gas and related products, competition
within the oil and natural gas industry and with other industries in supplying consumers with competing
commodities, international economic trends, exchange rate and interest rate fluctuations, expectations of
inflation, domestic and foreign governmental regulations, concerns regarding the security of oil and gas
supply, political and other events in major oil and gas producing and consuming nations and actions taken
by members of OPEC and other oil exporting countries. A decline in refined oil products prices will reduce
our revenue derived from refining operations, while the decline in natural gas prices will reduce our
revenue derived from natural gas operations. Such decreases may also have negative impact on the

services we provide and our overseas operations.

CNPC does not have, and will not have, control over the factors affecting domestic and international prices
for crude oil, refined products and natural gas. For example, in early 2020, the crude oil price experienced
a significant decrease due to a sharp drop in international travel and transportation as well as a price war
on oil primarily caused by the COVID-19 pandemic. Also, the crude oil price rose significantly in the first
half of 2022 but generally declined in the second half of the year mainly due to geopolitical tension, supply
concerns, low global crude oil inventories and other related factors. In the first half of 2023, affected by
factors including supply and demand fundamentals and the U.S. Dollar interest hike, international crude
oil prices fluctuated downwards; the supply and demand in the international natural gas market were loose,
and the average transaction price of natural gas in the major markets dropped sharply as compared with
that in the same period of last year. A decline in crude oil prices will reduce CNPC’s crude oil revenues
derived from external customers. While the extent of price drop in crude oil remains subject to factors
beyond CNPC’s control, if crude oil prices remain low for a prolonged period, CNPC has to determine and
estimate whether CNPC’s oil and gas assets may suffer impairment losses and, if so, the amount of the
impairment losses. An increase in crude oil prices, however, may increase production costs of refined
products. A decline in refined products prices will reduce CNPC’s revenues derived from refining
operations. An increase in the refined products prices, however, will increase production costs of chemical

products that use refined products as raw materials.

In addition, CNPC’s ability to adjust the price of refined oil products is subject to applicable regulations
and regulatory oversight and it may not be able to pass on the increase in crude oil costs to its customers

of refined oil products. As a result, CNPC’s refining and chemicals segment may incur losses.

The oil and gas industry has historically been cyclical. CNPC’s operations are generally driven by
commodity prices that are influenced by the level of global and domestic oil and natural gas production,
the domestic and foreign supply of, and demand for, oil and natural gas and related products, the cost of
exploring for, developing, producing, and delivering oil and natural gas, and the discovery rates of new
oil and natural gas reserve. CNPC’s business is also sensitive to general economic conditions, such as
changes in regional and global economic conditions. Although CNPC is an integrated company with
upstream, midstream and downstream businesses, CNPC has limited ability to mitigate the adverse

influence of the cyclicality of global markets.

— 14—



The exploration, development and production activities of CNPC’s oil and gas business require
substantial capital expenditure and investments, and its plans for and ability to make such expenditures
and investments are subject to various risks.

Exploring, developing and producing crude oil and natural gas fields are capital-intensive activities
involving a high degree of risk. The ability of CNPC to undertake its exploration, development and
production activities and make the necessary capital expenditures and investments is subject to many risks,
contingencies and other uncertainties, which may prevent its oil and gas business from achieving the
desired results, or which may significantly increase the expenditures and investments that CNPC’s oil and
gas business makes, including, but not limited to, the following:

. ability to generate sufficient cash flows from operations to finance its expenditures, investments and
other requirements, which are affected by changes in crude oil and natural gas prices and other
factors;

. availability and terms of external financing;

. mix of exploration and development activities conducted on an independent basis and those

conducted jointly with other partners;

. extent to which its ability to influence or adjust plans for exploration and development related
expenditures is limited under joint operating agreements for those projects in which it has partners;

. government approvals required for exploration and development related expenditures and
investments in jurisdictions in which it conducts business; and

. economic, political and other conditions in jurisdictions in which it conducts business.

CNPC is currently constructing new, and expanding some existing, refining and petrochemical facilities,
constructing several natural gas and oil pipelines and establishing overseas operations centres, all of which
could require substantial capital expenditures and investments. As of 31 December 2020, 2021 and 2022,
CNPC’s current liabilities were RMB1,188.0 billion, RMB1,269.2 billion and RMB1,433.2 billion,
respectively. CNPC’s primary sources of funding include cash generated from operating activities and
short-term and long-term borrowings and debt capital markets financing. As of 31 December 2022, the
total credit facilities available to CNPC were approximately RMB2,412.7 billion, 90% of which was
unused. There can be no assurance that the cash generated by its operations will be sufficient to fund these
development plans or that CNPC’s actual future capital expenditures and investments will not significantly
exceed its current planned amounts. Given CNPC’s increasing indebtedness and capital expenditures,
relatively volatile oil prices and adverse economic and industry conditions might have an adverse impact
on CNPC’s cash flows. CNPC’s inability to obtain sufficient funding for its development plans could
adversely affect its business, financial condition and results of operations.

CNPC may encounter problems with its acquisitions and joint venture projects and any disputes with
its joint venture and other business partners may materially adversely affect its business, financial
condition and results of operations.

In the course of CNPC’s business, it has in the past undertaken acquisitions and formed joint ventures,
consortiums or other cooperative relationships with other parties, including in some cases foreign
governmental entities or foreign companies, to jointly engage in certain business activities, which include,
among other things, jointly operating the oilfields. CNPC will in the future continue to undertake such
activities.
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CNPC may bear joint and several liabilities to the project owners or other parties with other consortium
members or joint venture or business partners under the relevant consortium, joint venture or other
agreements, and as a result, CNPC may incur damages and other liabilities for any defective work or other
breaches by other consortium members or joint venture or business partners.

In addition, if there are disagreements between CNPC and its joint venture or business partners regarding
the business and operations of the relevant projects, there can be no assurance that they will be able to
resolve them in a manner which is in CNPC’s best interests. Certain major decisions, such as selling or
refinancing these projects, may require the consent of all other partners. Such restrictions could adversely
affect CNPC’s ability to sell, refinance or otherwise operate and profit from these projects.

Any of these and other factors may have an adverse effect on the performance of CNPC’s oil and gas joint
venture projects and expose such projects to a number of risks, including the risk that these projects may
not be able to fulfil their obligations under contracts with customers, resulting in disputes not only
between CNPC and its partners, but also between the joint ventures and their customers, or create
unexpected complications. Such a material adverse effect on the performance of the joint venture projects
may in turn adversely affect CNPC’s business, financial condition and results of operations.

Exploration, development, production, transportation and storage activities involve numerous risks that
may result in accidents, natural disasters and other substantial operating risks and costs, including the
risk of accidents or oil spills, against which CNPC may not be fully insured.

CNPC’s oil and gas business is subject to significant hazards and risks inherent in exploration,
development, production, refining, equipment, transportation and storage that are common among oil and
gas companies. These hazards and risks include, but are not limited to, natural disasters, fires, pipeline
explosions, pipeline ruptures and spills, oil spills and leaks, unexpected geological formations or
pressures, sudden blowouts, violent explosions of oil, natural gas or water from drilling wells followed by
uncontrolled flow, third-party interference, collapsed holes and mechanical failure of equipment at our or
third-party facilities, any of which could result in production and distribution difficulties and disruptions,
environmental pollution, personal injury or wrongful death claims and other damage to our properties and
the property of others. There are also risks of mechanical failure and equipment shutdowns both in general
and following unforeseen events. In such situations, undamaged refinery processing units may be
dependent on or interact with damaged process units and, accordingly, are also subject to being shut down.
CNPC cannot assure you that its institutional focus on the safety of its operations and the health, safety
and environment management system it has implemented will effectively prevent accidents and reduce
personal injuries, property losses and environment pollution.

Some of CNPC’s oil and natural gas fields are surrounded by residential areas or located in areas where
natural disasters, such as earthquakes, floods and sandstorms, tend to occur more frequently than in other
areas. As with many other companies around the world that conduct similar businesses, CNPC has
experienced accidents that have caused property damage and personal injuries and death. For example,
CNPC has historically been subject to investigations and minor fines. Further occurrence of any of these
events could result in material fines and penalties, significant damage to property, loss of life,
environmental pollution, impairment of the operations of CNPC’s oil and gas business and financial and
reputational losses to CNPC.

While CNPC also maintains insurance coverage on our property, personnel, plant, equipment and
inventory and potential third-party liability, it cannot assure you that its insurance coverage will be
sufficient to cover all the financial losses caused by the operation risks and natural disasters. The
occurrence of any of these events which are not fully covered by insurance would require CNPC to cover
the damages with its own funds, thereby increasing costs and net income, which could have a material
adverse effect on its oil and gas segment’s financial condition and results of operations.
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Any interruptions in CNPC’s operations due to suspension, damage, destruction, closure of key
operational facilities or natural disasters could adversely affect CNPC’s activities.

CNPC owns and operates a variety of key operational facilities in China and around the world, such as
drilling platforms, transport pipelines for oil and gas and production lines and refinery plants. Any
interruption in, or prolonged suspension of any part of operations at, or any damage to or destruction of
such key operational facilities, or the closure of the same, whether due to man-made or natural disasters,
could significantly affect CNPC’s activities. CNPC’s various facilities are subject to the risk of operational
breakdowns or disruptions, which may result from external factors beyond CNPC’s control. Significant
natural disasters such as earthquake, tsunami, fire and flood, or man-made calamities such as terrorist
attacks, war, widespread and prolonged labour disputes, as well as health epidemics may cause partial or
significant interruptions to our operations, facilities and environmental damage that could have an adverse

impact on our results of operations and financial condition.

Operational breakdowns or disruptions may also result from industrial accidents, such as faulty
construction, technical failures and human error, which may lead to fire, explosions or the release of toxic
or harmful substances, particularly in CNPC’s oil and gas operations. Any interruptions in CNPC’s
operations may prevent CNPC from serving its principal customers, which may, in turn, result in breach
of contract, loss of revenues, or expose CNPC to liability, lawsuits and damage to its reputation, any of

which could have an adverse effect on CNPC’s business, financial condition and results of operations.

Oilfield exploration and drilling involves numerous risks, including risks that no commercially
productive crude oil or natural gas can be discovered.

CNPC'’s oil and gas business is currently involved in exploration activities in various regions, including
in some areas where natural conditions may be challenging and where the costs of such exploration
activities may be high. As a result, the oil and gas business may incur cost overruns or may be required

to curtail, delay or cancel drilling operations because of many factors, including, but not limited to, the

following:

. unexpected drilling conditions;

. pressure or irregularities in geological formations;

. equipment failures or accidents;

. oil well blowouts;

. adverse weather conditions or natural disasters;

. compliance with existing or enhanced environmental regulations;

. compliance with governmental requirements and standards;

. unanticipated labour disputes or work stoppages; or

. delays in the availability of drilling rigs and delivery and maintenance of equipment.
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The future production of CNPC’s oil and gas business depends significantly upon its success in finding
or acquiring additional reserves and retaining and developing such reserves. If CNPC’s oil and gas
business fails to conduct successful exploration activities or to acquire or retain assets holding proved
reserves, it may not meet its production or growth targets, and its proved reserves will decline as it extracts
crude oil and natural gas from the existing reservoirs, which could adversely affect CNPC’s business,
financial condition and results of operations.

Future exploration and discovery of new reserves may not fully replace our existing oil and natural gas
reserves. Due to the volatile prices of crude oil and natural gas, only large scale and high-quality reserves
are able to meet our development criteria. Therefore, the implementation of some of our exploration
projects may not be viable at the current crude oil price level, potentially leading to failure in fully
replacing and supplementing our oil and natural gas reserves with additional reserves through future
exploration. In the acquisition of exploration blocks, due to the limited nature of reservoir data, evaluation
of underground resources is subject to inherent uncertainties and the acquired assets may fail to meet
previous expectations.

CNPC has been actively pursuing business opportunities outside China to improve its international
operations. There can be no assurance, however, that CNPC can successfully locate sufficient, if any,
alternative sources of crude oil supply due to the complexity of the international political, economic and
other conditions. If CNPC fails to obtain sufficient alternative sources of crude oil supply, its results of
operations and financial condition may be materially and adversely affected.

CNPC’s crude oil and natural gas reserve estimates involve some degree of uncertainty and may prove
to be incorrect over time or may not accurately reflect actual growth levels. Even if such estimates are
accurate, technical limitations may prevent CNPC from retrieving these reserves. In addition, the actual
size of deposits may differ materially from such estimates.

CNPC’s reserves are estimates assessed by CNPC only. Such estimates reflect CNPC’s best judgment at
the time of their preparation, based on geological and geophysical analyses and appraisal work, and may
differ from the estimates that CNPC assessed in the past.

Crude oil and natural gas exploration and production activities are subject to various uncertainties,
including in relation to the physical characteristics of crude oil and natural gas fields. These physical
characteristics, including the proportion of reserves that can ultimately be produced, the rate of production
and the costs of developing the fields, are difficult to estimate and, as a result, actual production may be
materially different from current estimates of reserves. Factors affecting CNPC’s reserve estimates include
new exploration, drilling or production activities, new acquisitions or licences granted, assumptions
regarding future performance of wells and surface facilities, field reviews, the addition of new reserves
from discoveries or extensions of existing fields, the application of improved recovery techniques and
changed economic conditions.

The crude oil and natural gas reserves data in this offering circular are only estimates. The reliability of
reserves estimates depends on a number of factors, assumptions and variables, such as the quality and
quantity of CNPC’s technical and economic data and the prevailing oil and gas prices applicable to CNPC
production, some of which are beyond CNPC’s control and may prove to be incorrect over time. Results
of drilling, testing and production after the date of estimates may require substantial upward or downward
revisions in CNPC’s reserves data. CNPC’s actual production, revenues and expenditures with respect to
its reserves may differ materially from these estimates because of these revisions.

CNPC can give no assurance that the reserve estimates upon which it has made investment decisions

accurately reflect actual reserve levels, or even if accurate, that technical limitations will not prevent it
from retrieving these reserves.
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CNPC may not be able to detect or prevent employee misconduct, including misconduct by senior
management, and such misconduct may damage its reputation, which could have an adverse effect on
its business.

CNPC may not be able to detect or prevent employee misconduct, including misconduct by senior
management, and such misconduct may damage its reputation and could adversely affect its business.

Any internal control and corporate governance policies and procedures put in place by CNPC may not be
able to strengthen its ability to detect and prevent employee misconduct. CNPC cannot assure you, that
it will be able to detect or prevent such misconduct in a timely fashion, or at all. If CNPC fails to prevent
employee misconduct, its reputation may be harmed, and its business, financial condition and results of
operations could be adversely affected.

While CNPC maintains a focus on attracting and retaining sufficiently skilled and experienced employees,
including qualified scientists, engineers, project execution managers, artisans and operators and highly
skilled employees in business and functional roles, there exist various risks that may impact CNPC’s
ability to achieve such goal.

Our operations may be materially adversely affected by cyber-attacks or similar disruptions.

CNPC'’s activities depend heavily on the reliability and security of its information technology (“IT”)
systems. CNPC’s IT systems may suffer disruptions due to cyberattacks, computer intrusions and viruses,
technical failure and disruptions, power and network outages or damages caused by natural disasters.
CNPC has adopted multi-layer technological measures for prevention and detection of cybersecurity
problems, and it also trains its employees to improve their awareness and ability to detect and respond to
cybersecurity situations. If CNPC’s measures prove to be insufficient, cybersecurity disruptions could
damage or destroy assets, compromise business systems, result in proprietary information being altered,
lost, or stolen; result in employee, customer, or third-party information or material intellectual property
being compromised, cause physical harm to people or the environment, or otherwise disrupt CNPC’s
business operations. CNPC could incur significant costs to remedy the effects of a major cybersecurity
disruption in addition to costs in connection with resulting regulatory actions, litigation or reputational
harm. As a result of the above, CNPC’s business, results of operations and financial conditions may be

materially and adversely affected.

CNPC’s business operations may be materially adversely affected by present or future environmental
regulations.

CNPC is subject to extensive environmental protection laws and regulations in the PRC and other
countries where it has operations. Compliance with changes in laws, regulations and obligations relating
to environmental protection and safety production could result in substantial expenditures and reduced
profitability from increases in operating costs. In recent years, the PRC government has implemented
environmental protection and safety production laws and regulations and has gradually improved refined
oil standards which have stricter requirements for our business, and led to an increase in CNPC’s operating
costs. In the future, the PRC government may implement more stringent environmental protection and
safety production regulations and impose higher standards on refined oil products. Compliance with these
new regulations and standards will increase CNPC’s costs and expenses.

CNPC'’s operations produce substantial amount of wastewater, gas and solid waste materials. In addition,
CNPC’s production facilities require operating permits that are subject to renewal, modification and
revocation. The PRC government has moved, and may move further, towards more rigorous enforcement
of applicable laws, and towards the adoption of more stringent environmental standards.
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CNPC'’s oil and gas exploration and production activities shall comply with relevant PRC environment
protection laws and regulations governing abandonment and disposal processes for oil and gas exploration
and production activities. CNPC has established standard waste disposal and abandonment procedures
pursuant to these laws and regulations. CNPC has included under its asset retirement obligations the costs
for these abandonment activities and this asset retirement obligation is based on CNPC’s best estimate of
future abandonment expenditures. In addition, PRC national or local governments may enact stricter
environmental protection regulations and CNPC’s abandonment costs may increase as a result.

As CNPC seeks to expand its operations and explore overseas opportunities, CNPC may also be subject
to environmental protection laws of other jurisdictions that may be more stringent than those in the PRC
or subject to uncertainties in implementation measures. In such event, CNPC may be required to incur

additional expenditures for environmental compliance matters.

Rising climate change concerns could lead to additional regulatory measures that may result in higher
costs.

It is expected that the greenhouse gas emissions will rise alongside CNPC’s increasing production scale.
Greenhouse gas emissions from combustion will continue to increase if there is not a mature and reliable
gas collection system in place. With the Paris Agreement coming into effect and the continuing growth of
the public’s awareness of climate change problems, a number of countries have enacted carbon emission
policies which lead to additional legal and regulatory measures. Therefore, CNPC expects to be exposed
to increasing regulatory burden. CNPC also expects that emission reduction actions by customers will
continue to focus more on suppressing demand for fossil fuels, either through taxes, fees, incentives to
promote the sale of electric vehicles or even through the future prohibition of sales of new diesel or
gasoline vehicles, as have recently been enacted by several countries. These measures to limit greenhouse
gas emissions could result in lower demand for many of CNPC’s products, which could lead to lower
revenue and, in the long term, potential impairment of certain assets. If CNPC is unable to find
economically viable and publicly acceptable solutions that could reduce its greenhouse gas emissions for
new and existing projects, it could experience additional costs or financial penalties, delayed or cancelled
projects, or reduced production and reduced demand for its products, which could have a material adverse
effect on its earnings, cash flows and financial condition.

CNPC’s activities in certain countries and with certain entities that are the subject of U.S. and E.U.
sanctions could result in negative media and investor attention to CNPC and subject CNPC or its
subsidiaries to secondary sanctions, which may materially and adversely affect investors’ investment in
the Bonds.

CNPC undertakes certain exploration and production of oil and gas, refining, transportation, trading,
engineering construction and technical services, operations of pipelines and LNG projects, or other
business activities in countries or with entities that are the subject of various United States sanctions
regimes and/or sanction programs in Europe, including Iran, and certain Russian and Venezuelan entities.
The activities of CNPC’s subsidiaries in countries or with entities targeted by U.S. sanctions could also
subject those subsidiaries and CNPC to secondary U.S. sanctions. Certain U.S. sanctions provisions
authorise the imposition of sanctions on non-U.S. companies that engage in certain activities in or related
to sanctioned countries or with sanctioned entities and, in certain instances, on the parent companies of

such non-U.S. companies.
Although CNPC’s overall operations and activities in or related to countries and with individuals or

entities that are the subject of any U.S. sanction regimes and/or sanction programs in Europe currently

represent only a small percentage of CNPC’s consolidated assets, revenues and net profit, there can be no

—20 -



assurance that additional countries, jurisdictions or entities will not be added to various U.S. or European
sanctions programs or that the interpretation or implementation of any sanction-related policies by the
U.S. and other governments particularly relating to their applications to CNPC’s business activities will
not change. CNPC closely monitors the possible impacts of U.S. and other sanctions against the countries
and entities in or with which CNPC has trading or investment relationships. CNPC will continue to
manage its risk exposure and endeavor that its activities do not violate any applicable sanctions
administered by the United States or other countries. However, CNPC cannot assure that current or future
regulations or developments related to sanctions will not have a material adverse impact on CNPC’s
business or reputation. Certain U.S. based investors may not wish to invest and have proposed or adopted
divestment or similar initiatives regarding investments in companies that do business in or with countries
and with entities that are subject to U.S. sanctions. These investors may not wish for CNPC to make
investments or conduct activities in or with the countries or with the entities that are the subject of U.S.
and other sanctions and may divest their investment in CNPC because of CNPC’s investments and
activities in or with those countries or with those entities that are the subject of U.S. and other sanctions.
As a result, it is possible that CNPC may be subject to negative media or investor attention, which may
distract management, consume internal resources, and negatively affect investors’ perception of CNPC and
investors’ investment in the Bonds.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Changes in China’s economic and social conditions as well as regulatory policies could affect CNPC’s
financial condition and results of operations.

China’s economy differs from the economies of most developed countries in many respects, including the
structure of economy, level of government participation, level of development, growth rate, regulation of
capital investment, regulation of foreign currency and allocation of resources. For the past four decades,
the PRC government authorities have implemented economic reform measures to emphasise the utilisation
of market forces in economic development. The PRC government authorities from time to time implements
various macro-economic and other policies and measures. Economic reform measures, however, may be
adjusted or modified from time to time. As a result, CNPC may not continue to benefit from all, or any,
of these measures. In addition, there may be changes in the PRC’s economic and social conditions, laws,
regulations and policies from time to time and some may have an adverse effect on CNPC’s current or
future business, financial condition and results of operations.

In particular, any insolvency proceeding relating to CNPC would likely involve the insolvency laws of the
jurisdictions where it is incorporated and operates, the procedural and substantive provisions of which may
differ from comparable provisions of the local insolvency laws of jurisdictions with which the holders of
the Bonds are familiar.

Government regulations may limit CNPC’s activities and adversely affect its business operations.

The operations of CNPC, like those of other oil and gas companies, are subject to extensive regulation by
the government authorities in jurisdictions where it operates. Relevant governmental authorities exercise
control over various aspects of oil and gas industry. These controls affect the following material aspects
of the operations of CNPC:

. exploration and production licensing;
. pricing mechanisms for CNPC’s main products;
. industry-specific taxes and fees;
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. capital investments;

. import and export quotas and procedures;
. environmental and safety standards; and
. technology development.

For example, CNPC has been subject to crude oil special levy and resource tax. CNPC’s results of
operations may be adversely affected by any additional regulations on crude oil special levy and resource

tax.

In addition, the PRC government must approve the construction and major renovation of significant
refining and petrochemical facilities as well as the construction of significant natural gas and refined

product pipelines and storage facilities.

As a result, CNPC may face significant constraints on its ability to implement its business strategies, to
develop or expand its business operations or to maximise its profitability. Its business may also be

adversely affected by future changes in policies and regulations in respect of the oil and gas industry.

The PRC legal system continues to rapidly evolve.

The PRC legal system is a civil law system based on written statutes. Many laws, rules and regulations
and the PRC legal system continue to evolve and are subject to changes. Future developments in the PRC
legal system, particularly with regard to the oil and gas industry in China, including the promulgation of
new laws, changes to existing laws or the interpretation or enforcement thereof, or the preemption of local
regulations by national laws, may materially and adversely affect CNPC’s business. In addition, any
litigation in jurisdictions where CNPC operates may be protracted and result in substantial costs and

diversion of CNPC’s resources and management attention.

Fluctuations in exchange rates may affect CNPC’s oil and gas business, financial condition and results

of operations.

CNPC receives most of its revenues in Renminbi. A portion of CNPC’s Renminbi revenues must be
converted into other currencies to meet its foreign currency obligations. The existing foreign exchange
regulations in jurisdictions where CNPC operates could affect CNPC’s ability to obtain foreign exchange
through debt financing, or to obtain foreign exchange for capital expenditures. The value of Renminbi
against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, market
conditions and regulations. The PRC government has implemented a floating exchange rate system to
allow the value of the Renminbi to fluctuate within a regulated band based on market supply and demand
and by reference to a basket of foreign currencies. Because most of CNPC’s imports of crude oil,
equipment and other materials and its outbound investments are settled in foreign currencies, the exchange
rates between RMB and U.S. dollars and any other relevant foreign currencies may have an effect on its

crude oil purchase costs and investment costs.
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Under the Enterprise Income Tax Law, the Issuer may be classified as a “resident enterprise” of China.
Such classification could result in unfavourable tax consequences to the Issuer and its non-PRC
Bondholders.

Under the Enterprise Income Tax Law (“EIT Law”), an enterprise established outside of China with a “de
facto management body” within China is deemed a “resident enterprise,” meaning that it can be treated
as a PRC enterprise for enterprise income tax purposes, although dividends paid from one resident
enterprise to another may qualify as “tax-exempt income.” The implementation regulations of the EIT Law
define “de facto management” as “substantial and overall management and control over the production and
operations, personnel, accounting, and properties” of the enterprise. Notice on Issues about the
Determination of Chinese-Controlled Enterprises Registered Abroad as Resident Enterprises on the Basis
of Their Body of Actual Management issued by the State Administration of Taxation on 22 April 2009
(“Circular 827), as amended on 29 December 2017, provides that a foreign enterprise controlled by a PRC
company or a PRC company group will be treated as a “resident enterprise” with a “de facto management
body” located within China if all of the following requirements are satisfied at the same time: (i) the senior
management and core management departments in charge of daily operations are located mainly within
China; (ii) financial and human resources decisions are subject to determination or approval by persons
or bodies in China; (iii) major assets, accounting books, company seals and minutes and files of board and
shareholders’ meetings are located or kept within China; and (iv) at least half of the enterprise’s directors
with voting rights or senior management reside within China. On 1 September 2011, the State
Administration of Taxation implemented Provisional Administrative Regulations of Enterprise Income
Taxation of a Foreign Enterprise Controlled by a PRC Enterprise or a PRC Enterprise Group (“Circular
45”), to further prescribe the rules concerning the recognition, administration and taxation of a foreign
enterprise “controlled by a PRC enterprise or PRC enterprise group.” Circular 45 provides two ways for
a foreign enterprise “controlled by a PRC enterprise or a PRC enterprise group” to be treated as a resident
enterprise. First, the foreign enterprise may decide on its own whether its de facto management body is
located in China based on the criteria set forth in Circular 82, and, if it makes such determination, it shall
apply to the competent tax bureau to be treated as a resident enterprise. Second, the tax authority may

determine that the foreign enterprise is a resident enterprise after its active investigation.

The Issuer believes that it is currently not a PRC resident enterprise. However, since substantially all of
CNPC and the Issuer’s directors are currently based in the PRC, the Issuer cannot assure investors that the
Issuer will not be deemed a “resident enterprise” under the EIT Law and, therefore, be subject to enterprise
income tax at a rate of 25% on its global income in the future.

Under the EIT Law and the implementation regulations thereunder, PRC withholding tax at a rate of 10%
is generally applicable to PRC-source income derived by non-resident enterprises, subject to adjustment
by applicable treaty. The EIT Law’s implementation regulations further set forth that interest income is
viewed as PRC-source income if the enterprise or the establishment that pays or bears the interest is
situated in China. If the Issuer is deemed a PRC resident enterprise for tax purposes, interest or premium
(if any) paid to overseas Bondholders may be regarded as PRC-sourced and therefore be subject to PRC
withholding tax at a rate of 10% for enterprise Bondholders and 20% for individual Bondholders. Any
gains realised on the transfer of the Bonds by such investors will also be subject to PRC income tax at a
rate of 10% for enterprise Bondholders or 20% for individual Bondholders, if such gains are regarded as
PRC-sourced. In addition, since the Company is a PRC resident enterprise, any payment on the Bonds
made by the Company under the Guarantee will be subject to the PRC tax liabilities described above. PRC
tax liability may be reduced under applicable tax treaties, such as the arrangement for avoidance of double
taxation with Hong Kong. However, it is unclear whether in practice non-resident Bondholders might be

able to obtain the benefit of income tax treaties entered into between PRC and their countries.

—23_



Pursuant to the Circular of Full Implementation of Replacing Business Tax with Value-Added Tax Reform
(Caishui [2016] No. 36) (“Circular 36”) issued by the MOF and the State Administration of Taxation on
23 March 2016 and amended on 1 July 2017, 1 January 2018 and 1 April 2019 respectively, a new
value-added tax (“VAT”) was introduced from 1 May 2016. VAT is applicable where entities or individuals
provide services within the PRC. The services are treated as being provided within China where either the
service provider or the service recipient is located in China. The services subject to VAT include the
provision of financial services such as the provision of loans. If the Issuer is deemed a PRC resident
enterprise, the Bondholders may be regarded as providers of financial services within China and
consequently, the Issuer or the Company, as the case may be, may be obligated to withhold VAT of 6%
from any interest it pays. VAT is unlikely to be applicable to any transfer of Bonds between entities or
individuals located outside the PRC and therefore unlikely to be applicable to gains realised upon such
transfers of Bonds, but there is uncertainty as to the applicability of VAT if either the seller or buyer of
Bonds is located inside the PRC. Since Circular 36 together with other laws and regulations pertaining to
VAT are relatively new, the interpretation and enforcement of such laws and regulations involve
uncertainties.

If the Issuer or the Guarantor must withhold PRC tax from interest payments or payments of premium (if
any) made to a non-PRC Bondholder, the Issuer or the Guarantor will, subject to certain exceptions, be
required to pay such additional amounts as will result in receipt by such holder of such amounts as would
have been received by the holder had no such withholding been required. The requirement to pay
additional amounts could have a material adverse effect on our cash flow and will increase the cost of
servicing interest payments on the Bonds.

RISKS RELATING TO THE BONDS AND THE GUARANTEE OF THE BONDS

The Issuer has no material assets and relies on the Company’s subsidiary to which the Issuer lends the
proceeds from the Bonds and the Company to make payment under the Bonds.

The Issuer, an indirect wholly owned subsidiary of the Company, will not conduct business or any other
activities other than the offering, sale or issuance of indebtedness and the lending of the proceeds thereof
to any company controlled, directly or indirectly, by the Company and any other activities in connection
therewith or related thereto. The Issuer does not and will not have any material assets other than amounts
due to it from such company controlled by the Company outside the PRC in respect of such intercompany
loans, and its ability to make payments under the Bonds will depend on its receipt of timely payments from
the company that borrows the loan in respect of such intercompany loans. The Issuer will advance the
proceeds raised from this offering to a company controlled by the Company that is located or incorporated
in a jurisdiction outside the PRC, and the proceeds will then be used for general corporate purposes. The
Bonds and Guarantee are unsecured obligations of the Issuer and the Company, respectively.

The Bonds and the Guarantee are unsecured obligations.

The Bonds are unsecured obligations of the Issuer, and the Guarantee is an unsecured obligation of the
Company. Payments under the Bonds and the Guarantee may be adversely affected if:

. the Issuer, the Company, or a third party to which we have provided a guarantee enters into
bankruptcy, liquidation, reorganization or other winding-up proceedings;

. there is a default in payment under the Issuer’s or the Company’s future secured indebtedness; or

. there is an acceleration of the indebtedness of the Issuer, the Company or a third party to which we
have provided a guarantee.
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If any of these events were to occur, the Issuer’s or the Company’s assets may not be sufficient to pay
amounts due on the Bonds. The Company may incur significant additional secured or unsecured
indebtedness in the future, and there can be no assurance that the Company will have sufficient cash flows
to satisfy its obligations in respect of the Guarantee. Although the Company believes that it will be able
to meet its obligations in respect of the Guarantee, any shortfall would have to be made up from other
sources of cash, such as a capital injection from the shareholders of the Company, a sale of investments

or any financing available to the Company.

The PRC government has no obligations under the Bonds and the Bonds are solely to be repaid by the
Issuer as an independent legal person.

The Issuer is ultimately a state-owned entity, but none of the PRC governmental bodies is an obligor under
the Bonds. The payment obligations under the Bonds remain the sole obligations of the Issuer or (as the
case may be) the Company, and any such ownership or control by the PRC government does not
necessarily correlate to, or provide any assurance as to, the financial condition of the Issuer and the
Company. The PRC government is not an obligor and shall under no circumstances have any obligation

arising out of or in connection with the Bonds in lieu of the Issuer or (as the case may be) the Company.

The Company may, without the consent of the Bondholders assume the obligations of the Issuer as
principal debtor under the Trust Deed and the Bonds.

The Trust Deed contains provisions under which the Company or any subsidiary of the Company may,
without the consent of the Bondholders assume the obligations of the Issuer as principal debtor under the
Trust Deed and the Bonds, provided that certain conditions specified in the Trust Deed are fulfilled,
including, in the case of a substitution of the Issuer by a company other than the Company, a requirement
that the Guarantee is fully effective in relation to the obligations of the new principal debtor under the
Trust Deed and the Bonds.

No Bondholder shall, in connection with any substitution, be entitled to claim any indemnification or
payment in respect of any tax consequence thereof for such Bondholder except to the extent provided for
in the Terms and Conditions of the Bonds (or any undertaking given in addition to or substitution for it

pursuant to the provisions of the Trust Deed).

The Bonds do not restrict the Issuer’s or the Company’s ability to incur additional debt, redeem the
Bonds or repay other indebtedness or to take other actions that could negatively impact holders of the
Bonds.

The Issuer and the Company are not restricted under the Bonds and the Guarantee from incurring
additional debt or from redeeming the Bonds or repaying other indebtedness. Future incurrence of
indebtedness may increase the related risks of the Issuer and the Company as described in this offering
circular. In addition, the covenants applicable to the Bonds do not require the Issuer or the Company to
achieve or maintain any minimum financial results relating to their respective financial positions or results
of operations. The Issuer’s and the Company’s ability to recapitalise, incur additional debt and take other
actions that are not limited by the Bonds could have the effect of diminishing the Issuer’s and the

Company’s ability to make payments on the Bonds and the Guarantee when due.

—25—



The obligations of the Company under the Guarantee are structurally subordinated to the liabilities and
obligations of its subsidiaries.

The obligations of the Company under the Guarantee will be effectively subordinated to all existing and
future obligations of its existing or future subsidiaries, and all claims of creditors of existing or future
subsidiaries and rights of holders of preferred shares of such subsidiaries (if any) will have priority as to
the assets of such subsidiaries over the claims of the Company and those of the Company’s creditors,
including the holders of the Bonds. As a result, all of the existing and future liabilities of the Company’s
subsidiaries other than the Issuer, including any claims of trade creditors and preferred stockholders (if
any) of such subsidiaries, will be effectively senior to the Bonds and the Guarantee. In addition, even if
the Company were a creditor of any subsidiary, its rights as a creditor would be subordinated to any
security interest in the assets of such subsidiary and any indebtedness of the subsidiary senior to that held
by the Company.

Our subsidiaries may be subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to us and our subsidiaries.

If we are unable to receive dividends and the interest and principal payments on intercompany loans or
advances from our subsidiaries (other than the Issuer), we may not be able to meet our obligations under
the Bonds. The ability of our subsidiaries to pay dividends and to make payments on intercompany loans
or advances to their shareholders may be subject to, among other things, their distributable earnings and
cash flow conditions, restrictions contained in the articles of association and the financing agreements
entered into by our subsidiaries and applicable laws. In addition, if any of our subsidiaries raises capital
by issuing equity securities to third parties, dividends declared and paid with respect to such equity
securities would not be available to us to make payments on the Bonds. These restrictions could reduce
the amounts that we receive from our subsidiaries, which would restrict our ability to meet our payment

obligations under the Bonds and the obligations of the Company under the Guarantee.

PRC laws and regulations permit payment of dividends only out of accumulated profits as determined in
accordance with PRC accounting standards and regulations. Our PRC subsidiaries are also required to set
aside a portion of their after-tax profits according to PRC accounting standards and regulations to fund
certain reserves that are not distributable as cash dividends. As a result of such restrictions, there could
be limitations, including timing limitations, on our ability to receive payments from our PRC subsidiaries
to meet our payment obligations under the Bonds and the obligations under the Guarantee, and there could
be restrictions on payments required to redeem the Bonds at maturity or as required for any early

redemption.

As a result of the foregoing, we cannot assure you that we will have sufficient cash flow from dividends
or payments on intercompany loans or advances from our subsidiaries to satisfy our obligations under the

Bonds or the obligations of the Company under the Guarantee.

If the Company fails to complete the SAFE registration in connection with the Guarantee within the
time period prescribed by SAFE, there may be logistical hurdles for cross-border payments under the
Guarantee.

Pursuant to the Trust Deed to be executed by the Issuer, the Company and the Trustee, the Company will
unconditionally and irrevocably guarantee the due payment of all sums expressed to be payable by the
Issuer under the Bonds and the Trust Deed. The Company is required to submit the Guarantee to the local
SAFE for registration in accordance with the Cross-Border Security Registration (as defined in “Terms and

Conditions of the Bonds”) as soon as possible after the execution of the Trust Deed and in any event on
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or before the Registration Deadline (as defined in “Terms and Conditions of the Bonds”). Although the
non-registration does not necessarily render the Guarantee ineffective or invalid under PRC law, the SAFE
may impose penalties on the Company if registration is not carried out within the stipulated time frame.
In addition, if the Company fails to complete the SAFE registration, there may be logistical hurdles at the
time of remittance of funds (if any cross-border payment is to be made by the Company under the
Guarantee) as domestic banks may require evidence of the SAFE registration in connection with the
Guarantee in order to effect such remittance, although this does not affect the validity of the Guarantee
itself.

The interpretation of the Cross-Border Security Registration may involve uncertainty, which may
adversely affect the enforceability and/or effective performance of the Guarantee in the PRC if the
Company fails to complete the SAFE registration in connection with the Guarantee. In addition, the
administration of the Cross-Border Security Registration may be subject to a certain degree of executive
and policy discretion by the local SAFE. There is no assurance that the registration of the Guarantee with
the local SAFE can be completed by the Company or will not be revoked or amended in the future or that
future changes in PRC laws and regulations will not have a negative impact on the validity and
enforceability of the Guarantee in the PRC.

If we are unable to comply with the restrictions and covenants in our debt agreements (if any) or the
Bonds, there could be a default under the terms of these agreements or the Bonds, which could cause

repayment of our debt to be accelerated.

If we are unable to comply with the restrictions and covenants in the Bonds, or our current or future debt
obligations and other agreements (if any), there could be a default under the terms of these agreements.
In the event of a default under those agreements, the holders of the debt could terminate their commitments
to lend to us, accelerate repayment of the debt and declare all outstanding amounts due and payable or
terminate the agreements, as the case may be. Furthermore, some of our debt agreements, contain
cross-acceleration or cross-default provisions. As a result, our default under one debt agreement may cause
the acceleration of repayment of not only such debt but also other debt or result in a default under our other
debt agreements, including the Bonds. If any of these events occur, we cannot assure you that our assets
and cash flow would be sufficient to repay in full all of our indebtedness, or that we would be able to find
alternative financing. Even if we could obtain alternative financing, we cannot assure you that it would

be on terms that are favourable or acceptable to us.

The Trustee may request the holders of the Bonds to provide an indemnity and/or security and/or
prefunding to its satisfaction.

In certain circumstances, the Trustee may, at its sole discretion, request holders of the Bonds to provide
an indemnity and/or security and/or prefunding to its satisfaction before it takes actions and/or steps
and/or institute proceedings on behalf of holders of the Bonds. The Trustee shall not be obliged to take
any such actions and/or institute proceedings if not indemnified and/or secured and/or pre-funded to its
satisfaction. Negotiating and agreeing to an indemnity and/or security and/or prefunding can be a lengthy
process and may impact on when such actions and/or steps can be taken and/or when such proceedings can
be instituted. The Trustee may not be able to take actions and/or steps and/or institute such proceedings,
notwithstanding the provision of an indemnity and/or security and/or prefunding to it, in breach of the
terms of the Trust Deed or the Terms and Conditions of the Bonds, and in circumstances where there is
uncertainty or dispute as to the applicable laws or regulations and, to the extent permitted by the
agreements and the applicable law, it will be for the holders of the Bonds to take such actions and/or steps
and/or institute any proceedings directly.
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Modifications and waivers may be made in respect of the Terms and Conditions of the Bonds, the
Guarantee, the Agency Agreement and the Trust Deed by the Trustee or less than all of the holders of
the Bonds, and decisions may be made on behalf of all holders of the Bonds that may be adverse to the
interests of the individual holders of the Bonds.

The Terms and Conditions of the Bonds provide that the Trustee may (but shall not be obliged to), without
the consent of the Bondholders, agree to any modification (except as mentioned in the Trust Deed) of the
Trust Deed, the Guarantee, the Terms and Conditions of the Bonds and/or the Agency Agreement which
in the opinion of the Trustee will not be materially prejudicial to the interests of the holders of the Bonds
and to any modification of the Trust Deed, the Guarantee, the Terms and Conditions of the Bonds and/or
the Agency Agreement which is in the opinion of the Trustee of a formal, minor or technical nature or is

made to correct a manifest error or to comply with any mandatory provision of law.

The Trust Deed also contain provisions for calling meetings of the holders of the Bonds to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Bondholders
including those Bondholders who did not attend and vote at the relevant meeting or participate in the
written resolutions or electronic consents and those Bondholders who voted in a manner contrary to the
majority. There is a risk that the decision of the majority of holders of the Bonds may be adverse to the

interests of the individual holders of the Bonds.

In addition, the Trustee may (but shall not be obliged to), without the consent of the holders of the Bonds,
authorise or waive any proposed breach or breach of the Trust Deed, the Guarantee, the Terms and
Conditions of the Bonds and/or the Agency Agreement if, in the opinion of the Trustee, the interests of
the Bondholders will not be materially prejudiced thereby.

We may not be able to redeem the Bonds upon a Change of Control Triggering Event.

At any time following the occurrence of a Change of Control Triggering Event (as defined in the Terms
and Conditions of the Bonds), the holder of the Bonds will have the right, at such holder’s option, to
require the Issuer to redeem all but not some only of that holder’s Bonds on the Change of Control Put
Date at 100 per cent. of their principal amount, together with accrued interest. See the sections headed
“Terms and Conditions of the Bonds — Redemption and Purchase — Redemption upon a Change of Control
Triggering Event”. However, we may not have sufficient available funds at the time of the occurrence of
any Change of Control Triggering Event to redeem the outstanding Bonds. Our failure to make the offer
to redeem or to redeem the outstanding Bonds would constitute an event of default under the Bonds. The
event of default may, in turn, constitute an event of default under other indebtedness, any of which could
cause the related debt to be accelerated after any applicable notice or grace periods. If our other debts were
to be accelerated, we may not have sufficient funds to purchase the Bonds and repay the debt.

We may redeem the Bonds in whole, but not in part, at their principal amount, together with accrued
interest (if any) in the event we are required to pay additional amounts as a result of future changes
in tax law or official positions with respect thereto.

As described under “Terms and Conditions of the Bonds — Redemption and Purchase — Redemption for Tax
Reasons”, in the event we are required to pay additional amounts as a result of future changes in specified
tax law or future changes in the existing official position or the stating of an official position regarding
the application or interpretation of such tax law that results in our being required to withhold tax on
interest payments due to the Issuer being treated as a PRC resident enterprise, we may redeem the Bonds
in whole, but not in part, at a redemption price equal to 100% of the principal amount plus accrued interest
(if any).
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The Bonds will initially be held in book-entry form, and therefore you must rely on the procedures of
the relevant clearing systems to exercise any rights and remedies.

The Bonds will initially only be issued in global certificate form and held through the CMU. Interests in
the Bonds represented by the global certificate will trade in book-entry form only, and Bonds in definitive
registered form, or definitive registered Bonds, will be issued in exchange for book-entry interests only
in very limited circumstances. Owners of book-entry interests will not be considered owners or holders of
the Bonds. The nominee of the sub-custodian for the HKMA as operator of the CMU will be the sole
registered holder of the global certificate representing the Bonds. Payments of principal, interest and other
amounts, as applicable, owing on or in respect of the global certificate representing the Bonds will be
made to the CMU Lodging and Paying Agent, which will make payments to the CMU. Thereafter, these
payments will be credited to accounts of participants that hold book-entry interests in the global certificate
representing the Bonds and credited by such participants to indirect participants. After payment to the
nominee of the sub-custodian for the HKMA as operator of the CMU, we will have no responsibility or
liability for the payment of interest, principal or other amounts to the owners of book-entry interests.
Accordingly, if you own a book-entry interest, you must rely on the procedures of the CMU or, if you are
not a participant in the CMU, on the procedures of the participant through which you own your interest,

to exercise any rights and obligations of holders of the Bonds under the Trust Deed.

Unlike the holders of the Bonds themselves, owners of book-entry interests will not have the direct right
to act upon our solicitations for consents, requests for waivers or other actions from holders of the Bonds.
Instead, if you own a book-entry interest, you will be permitted to act only to the extent you have received
appropriate proxies to do so from the CMU. The procedures implemented for the granting of such proxies
may not be sufficient to enable you to vote on a timely basis. The procedures to be implemented through

the CMU may not be adequate to ensure the timely exercise of rights under the Bonds.

The rating assigned to the Bonds and our corporate rating may be lowered or withdrawn in the future.

The Bonds are expected to be assigned a rating of “A+” by S&P. The rating addresses our ability to
perform our obligations under the terms of the Bonds and credit risks in determining the likelihood that
payments will be made when due under the Bonds. In addition, we have been assigned a corporate rating
of “Al” with negative outlook by Moody’s, “A+” with stable outlook by S&P and “A+” with stable
outlook by Fitch. A rating is not a recommendation to buy, sell or hold securities and may be subject to
revision, suspension or withdrawal at any time. We cannot assure you that a rating will remain for any
given period of time or that a rating will not be lowered or withdrawn entirely by the relevant rating
agency if in its judgment circumstances in the future so warrant. We have no obligation to inform holders
of the Bonds of any such revision, downgrade or withdrawal. A suspension, reduction or withdrawal at any
time of the rating assigned to the Bonds may adversely affect the market price of the Bonds.

The liquidity and price of the Bonds following the offering may be volatile.

The price and trading volume of the Bonds may be highly volatile. Factors such as variations in our
revenues, earnings and cash flows, proposals for new investments, strategic alliances and acquisitions,
changes in interest rates, fluctuations in price for comparable companies, government regulations and
changes thereof applicable to our industry and general economic conditions nationally or internationally
could cause the price of the Bonds to change. Any such developments may result in large and sudden
changes in the trading volume and price of the Bonds. There can be no assurance that these developments

will not occur in the future.
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Renminbi is not freely convertible and there are regulations on the remittance of Renminbi into and out
of the PRC which may adversely affect the liquidity of the Bonds.

Renminbi is not freely convertible at present. The PRC government continues to regulate conversion
between Renminbi and foreign currencies, including the Hong Kong dollar, despite significant reduction
in control by it in recent years over trade transactions involving the import and export of goods and
services as well as other frequent routine foreign exchange transactions. These transactions are known as
current account items. However, remittance of Renminbi into and out of the PRC for settlement of capital
account items, such as capital contributions, debt financing and securities investment, is generally only
permitted upon obtaining specific approvals from or completing specific registrations or filing with the
relevant authorities on a case-by-case basis and subject to a strict monitoring system. Regulations in the
PRC on the remittance of Renminbi into and out of the PRC for settlement of capital account items are
being adjusted from time to time to match the policies of the PRC government.

Although the Renminbi was added to the Special Drawing Rights basket created by the International
Monetary Fund in 2016, and the People’s Bank of China (the “PBOC”) and the Ministry of Commerce of
the PRC have implemented policies for further improving accessibility to Renminbi to settle cross-border
transactions in foreign currencies, there is no assurance that the PRC government will continue to
gradually liberalise control over cross-border remittance of Renminbi in the future, that any pilot schemes
for Renminbi cross-border utilisation will not be discontinued or that new regulations in the PRC will not
be promulgated in the future which have the effect of further regulating the remittance of Renminbi into
or outside the PRC. In the event that any regulations inhibit the ability of the Issuer or the Guarantor to
repatriate funds outside the PRC to meet its obligations under the Bonds, the Issuer or the Guarantor will
need to source Renminbi offshore to finance such obligations under the relevant Bonds, and its ability to
do so will be subject to the overall availability of Renminbi outside the PRC.

In addition, holders of beneficial interests in the Bonds may be required to provide certifications and other
information (including Renminbi account information) in order to allow such holder to receive payments
in Renminbi in accordance with the Renminbi clearing and settlement system for participating banks in
Hong Kong.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of the
Bonds and the Issuer’s or the Guarantor’s ability to source Renminbi outside the PRC to service the
Bonds.

As a result of the regulations imposed by the PRC government on cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. While the PBOC has entered into agreements on the
clearing of Renminbi business (the “Settlement Arrangements”) with financial institutions (each, a
“Renminbi Clearing Bank”) in a number of financial centres and cities, including but not limited to Hong
Kong, London, Frankfurt and Singapore, has established the Cross-Border Inter-Bank Payments System
(CIPS) to facilitate cross-border Renminbi settlement and is in the process of establishing Renminbi
clearing and settlement mechanisms in several other jurisdictions (the “Settlement Arrangements”), the

current size of Renminbi-denominated financial assets outside the PRC remains limited.

There are regulations imposed by the PBOC on Renminbi business participating banks in respect of
cross-border Renminbi settlement, such as those relating to direct transactions with PRC enterprises.
Furthermore, Renminbi business participating banks do not have direct Renminbi liquidity support from
the PBOC, although the PBOC has gradually allowed participating banks to access the PRC’s onshore
inter-bank market for the purchase and sale of Renminbi. The Renminbi Clearing Banks only have limited

access to onshore liquidity support from the PBOC to square open positions of participating banks for
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limited types of transactions and are not obliged to square for participating banks any open positions
resulting from other foreign exchange transactions or conversion services. In such cases, where the
participating banks cannot source sufficient Renminbi through the above channels, the participating banks
will need to source Renminbi from the offshore market to square such open positions.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size, its
growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange. There
is no assurance that new PRC regulations will not be promulgated or the Settlement Arrangements will not
be terminated or amended in the future which will have the effect of regulating availability of Renminbi
outside the PRC. The limited availability of Renminbi outside the PRC may affect the liquidity of the
Bonds. To the extent the Issuer or the Guarantor is required to source Renminbi outside the PRC to service
the Bonds, there is no assurance that the Issuer or the Guarantor will be able to source such Renminbi on
satisfactory terms, if at all.

Remittance of proceeds into or outside of the PRC in Renminbi may be difficult.

In the event that the Issuer decides to remit some or all of the proceeds into the PRC in Renminbi, its
ability to do so will be subject to obtaining all necessary approvals from, and/or registration or filing with,
the relevant PRC government authorities. However, there can be no assurance that the necessary approvals
from, and/or registration or filing with, the relevant PRC government authorities will be obtained at all or,

if obtained, they will not be revoked or amended in the future.

In the event that the Issuer does remit some or all of the proceeds into the PRC in Renminbi and the Issuer
or the Guarantor subsequently is not able to repatriate funds outside the PRC in Renminbi, the Issuer or
the Guarantor will need to source Renminbi outside the PRC to finance its respective obligations under
the Bonds, and their ability to do so will be subject to the overall availability of Renminbi outside the PRC.

Investment in the Bonds is subject to exchange rate risks.

The value of Renminbi against the U.S. dollar and other foreign currencies fluctuates from time to time
and is affected by changes in the PRC and international political and economic conditions as well as other
factors. In August 2015, the PBOC changed the way it calculates the mid-point price of Renminbi against
the U.S. dollar, requiring the market-makers who submit for the PBOC’s reference rates to consider the
previous day’s closing spot rate, foreign-exchange demand and supply as well as changes in major
currency rates. This change, and other changes such as widening the trading band that may be
implemented, may increase volatility in the value of the Renminbi against foreign currencies. In May
2017, the PBOC further decided to introduce counter-cyclical factors to offset the market pro-cyclicality,
so that the midpoint quotes could adequately reflect China’s actual economic performance. However, the
volatility in the value of the Renminbi against other currencies still exists. The Issuer and the Guarantor
will make all payments of interest and principal with respect to the Bonds in Renminbi unless otherwise
specified. As a result, the value of these Renminbi payments may vary with the changes in the prevailing
exchange rates in the marketplace. If an investor measures its investment returns by reference to a
currency other than Renminbi, an investment in the Bonds entails foreign exchange related risks, including
possible significant changes in the value of Renminbi relative to the currency by reference to which an
investor measures its investment returns. Depreciation of Renminbi against such currency could cause a
decrease in the effective yield of the Bonds below their stated coupon rates and could result in a loss when
the return on the Bonds is translated into such currency. Accordingly, the value of the investment made

by a holder of the Bonds in that foreign currency will decline.
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Payments with respect to the Bonds may be made only in the manner designated in the Bonds.

All payments to investors in respect of the Bonds will be made solely (i) for so long as the Bonds are
represented by global certificates lodged with a sub-custodian for or registered with the CMU, by transfer
to a Renminbi account maintained by or on behalf of the holder with a bank in Hong Kong in accordance
with prevailing CMU rules and procedures or (ii) for so long as the Bonds are in definitive form, by
transfer to a Renminbi account maintained by or on behalf of the holder with a bank in Hong Kong in
accordance with prevailing rules and regulations. Neither the Issuer nor the Guarantor is required to make
payment by any other means (including in any other currency or in bank notes, by cheque or draft, or by

transfer to a bank account in the PRC).

There may be PRC tax consequences with respect to investment in the Bonds.

In considering whether to invest in the Bonds, investors should consult their individual tax advisers with
regard to the application of PRC tax laws to their particular situation as well as any tax consequences
arising under the laws of any other tax jurisdictions. The value of the holder’s investment in the Bonds
may be materially and adversely affected if the holder is required to pay PRC tax with respect to acquiring,

holding or disposing of and receiving payments under those Bonds.

Investment in the Bonds is subject to interest rate risks.

The value of Renminbi payments under Bonds may be susceptible to interest rate fluctuations occurring
within and outside the PRC, including PRC Renminbi repo rates and/or the Shanghai inter-bank offered
rate. The PRC government has gradually liberalised its regulation of interest rates in recent years. Further
liberalisation may increase interest rate volatility. In addition, the interest rate for Renminbi in markets
outside the PRC may significantly deviate from the interest rate for Renminbi in the PRC as a result of
foreign exchange controls imposed by PRC law and regulations and prevailing market conditions.

The Bonds will carry a fixed interest rate. Consequently, the trading price of such Bonds will vary with
the fluctuations in the Renminbi interest rates. If holders of the Bonds propose to sell their Bonds before

their maturity, they may receive an offer lower than the amount they have invested.

Developments in other markets may adversely affect the market price of the Bonds.

The market price of the Bonds may be adversely affected by declines in the international financial markets
and world economic conditions. The market for the Bonds is, to varying degrees, influenced by economic
and market conditions in other markets, especially those in Asia. Although economic conditions are
different in each country, investors’ reactions to developments in one country can affect the securities
markets and the securities of issuers in other countries, including China. Since the subprime mortgage
crisis in 2008, the international financial markets have experienced significant volatility. If similar
developments occur in the international financial markets in the future, the market price of the Bonds

could be adversely affected.
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Additional procedures may be required to be taken to bring English law governed matters or disputes
to the Hong Kong courts. There is also no assurance that the PRC courts will recognise and enforce

Jjudgments of the Hong Kong courts in respect of English law governed matters or disputes.

The Trust Deed and Agency Agreement are governed by English law, whereas parties to these documents
will submit to the exclusive jurisdiction of the Hong Kong courts. In order to hear English law governed
matters or disputes, Hong Kong courts may require certain additional procedures to be taken. Under the
“Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters
by the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice
of Court Agreements between Parties Concerned”, judgments of Hong Kong courts are likely to be
recognised and enforced by the PRC courts where the contracting parties to the transactions pertaining to
such judgments have agreed to submit to the exclusive jurisdiction of Hong Kong courts. However,
recognition and enforcement of a Hong Kong court judgment could be refused if the PRC courts consider
that the enforcement of such judgment is contrary to the social and public interest of the PRC. While it
is expected that the PRC courts will recognise and enforce a judgment given by Hong Kong courts
governed by English law, there can be no assurance that the PRC courts will do so for all such judgments
as there is no established practice in this area. Compared to other similar debt securities issuances in the
international capital markets where the relevant holders of the debt securities would not typically be
required to submit to an exclusive jurisdiction, the holders of the Bonds will be deemed to have submitted
to the exclusive jurisdiction of the Hong Kong courts, and thus such holders’ ability to initiate a claim
outside Hong Kong will be limited.

In addition, the Company as an SOE may be entitled to immunity if it can demonstrate to the Hong Kong
courts that it was acting under the control of the state at the time that it entered into the Trust Deed and
Agency Agreement. This will be a fact-sensitive analysis on a case-by-case basis. The holders’ ability to
bring enforcement action against the Company in Hong Kong may be limited if the Company can
demonstrate its entitlement to crown immunity and does not waive such immunity at the time of

proceedings in the Hong Kong courts.

A trading market for the Bonds may not develop, and there are restrictions on resales of the Bonds.

Application will be made to the Hong Kong Stock Exchange for the listing of the Bonds. However, we
cannot assure you that we will obtain or be able to maintain a listing of the Bonds on the Hong Kong Stock
Exchange.

One or more initial investors may subscribe for a material proportion of the aggregate principal amount
of the Bonds which may reduce the liquidity of the Bonds in the secondary trading market and such
investors may have certain influence on matters voted on by holders. Accordingly, there can be no
assurance as to the liquidity of the Bonds or that an active trading market will develop. If such a market
were to develop, the Bonds could trade at prices that may be higher or lower than the initial issue price
depending on many factors, including prevailing interest rates, our operations and the market for similar
securities. Further, the Bonds may be allocated to a limited number of investors, in which case liquidity
may be limited. We have been advised that the Joint Lead Managers intend to make a market in the Bonds,
but the Joint Lead Managers are not obligated to do so and may discontinue such market making activity

at any time without notice.
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In addition, the Bonds are being offered pursuant to exemptions from registration under the Securities Act
and, as a result, holders will only be able to resell their Bonds in transactions that have been registered
under the Securities Act or in transactions not subject to or exempt from registration under the Securities
Act. The Bonds and the Trust Deed will contain provisions that will restrict the Bonds from being offered,
sold or otherwise transferred except pursuant to the exemptions available. It is the investors’ obligation
to ensure that their offers and sales of the Bonds within the United States and other countries comply with
applicable securities laws. See “Subscription and Sale”. The Issuer and the Company cannot predict
whether an active trading market for the Bonds will develop or be sustained. If an active trading market
does not develop or is sustained, the market price and liquidity of the Bonds could be adversely affected.

The Issuer may issue additional Bonds in the future.

The Issuer may, from time to time, and without the consent of the holders of the Bonds, create and issue
further securities (see “Terms and Conditions of the Bonds — Further Issues”) or otherwise raise additional
capital through such means and in such manner as it may consider necessary. There can be no assurance
that such future issuance or capital raising activity will not adversely affect the market price of the Bonds.

The insolvency laws of the British Virgin Islands and the PRC and other local insolvency laws may
differ from those of another jurisdiction with which the holders of the Bonds are familiar.

As the Issuer is incorporated under the laws of the British Virgin Islands and the Company is incorporated
under the laws of the PRC, an insolvency proceeding relating to the Issuer or the Company would likely
involve the insolvency laws of the British Virgin Islands or the PRC, the procedural and substantive
provisions of which may differ from comparable provisions of the local insolvency laws of jurisdictions
with which the holders of the Bonds are familiar.

Investment in the Bonds may subject investors to foreign exchange related risks.

The Bonds are denominated and payable in Renminbi. An investor who measures investment returns by
reference to a currency other than Renminbi would be subject to foreign exchange risks by virtue of an
investment in the Bonds, due to, among other things, economic, political and other factors over which we
have no control. Depreciation of the Renminbi against such currency could cause a decrease in the
effective yield of the Bonds below their stated coupon rates and could result in a loss when the return on
the Bonds is translated into such currency. In addition, there may be tax consequences for investors as a
result of any foreign currency gains resulting from any investment in the Bonds.

There may be less publicly available information about the Company and PRC corporate disclosure, and
our financial statements are prepared according to PRC GAAP, which may differ significantly from
generally accepted accounting principles in other jurisdictions.

The Company is a private company not listed on any stock exchange. There may be less publicly available
information about the Company and its subsidiaries than is regularly made available by public companies
in certain other countries, including the United States. In addition, the financial information in this
offering circular has been prepared in accordance with PRC GAAP, which differ in certain respects from
generally accepted accounting principles in other jurisdictions, or other GAAPs, which might be material
to the financial information contained in this offering circular. We have not prepared a reconciliation of
our consolidated financial statements and related footnotes between PRC GAAP and other GAAP. In
making an investment decision, you must rely upon your own examination of us, the terms of the offering
and our financial information. You should consult your own professional advisers for an understanding of
the differences between PRC GAAP and other GAAPs and how those differences might affect the financial
information contained in this offering circular.
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Certain facts and statistics are derived from publications not independently verified by the Issuer, the
Company, the Joint Lead Managers or their respective advisors.

Facts and statistics in this offering circular relating to China’s economy and the industries in which the
Company and the Issuer operate are derived from publicly available sources. While the Issuer and the
Company have taken reasonable care to ensure that the facts and statistics presented are accurately
reproduced from such sources, they have not been independently verified by the Issuer, the Company, the
Joint Lead Managers or their respective advisors and, therefore, the Issuer, the Company, the Joint Lead
Managers or their respective advisors make no representation as to the accuracy of such facts and
statistics, which may not be consistent with other information compiled within or outside China. Due to
ineffective calculation and collection methods and other problems, the facts and statistics herein may be
inaccurate or may not be comparable to facts and statistics produced for other economies and should not

be unduly relied upon.

We will follow the applicable corporate disclosure standards for debt securities listed on the Hong Kong
Stock Exchange, which standards may be different from those applicable to debt securities listed in
certain other countries.

For so long as the Bonds are listed on the Hong Kong Stock Exchange, we will be subject to continuing
listing obligations in respect of the Bonds. The disclosure standards imposed by the Hong Kong Stock
Exchange may be different than those imposed by securities exchanges in other countries or regions such
as the United States or Singapore. As a result, the level of information that is available may not correspond
to what investors in the Bonds are accustomed to.

The Guarantee may be challenged under applicable insolvency or fraudulent transfer laws, which could

impair the enforceability of the Guarantee.

Under bankruptcy laws, fraudulent transfer laws, insolvency or unfair preference or similar laws in the
British Virgin Islands, the PRC and other relevant jurisdictions, a guarantee could be voided, or claims in
respect of a guarantee could be subordinated to all other debts of that guarantor if, among other things,

the guarantor, at the time it incurred the indebtedness evidenced by, or when it gives, its guarantee:

. incurred the debt with the intent to hinder, delay or defraud creditors or was influenced by a desire
to put the beneficiary of the guarantee in a position which, in the event of the guarantor’s insolvency,

would be better than the position the beneficiary would have been in had the guarantee not been

given;

. received less than reasonably equivalent value or fair consideration for the incurrence of such
guarantee;

. was insolvent or rendered insolvent by reason of the incurrence of such guarantee;

. was engaged in a business or transaction for which the guarantor’s remaining assets constituted

unreasonably small capital; or

. intended to incur, or believed that it would incur, debts beyond its ability to pay such debts as they

mature.
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The measure of insolvency for purposes of the foregoing will vary depending on the laws of the applicable
jurisdiction. Generally, however, a guarantor would be considered insolvent at a particular time if it were
unable to pay its debts as they fell due or if the sum of its debts was then greater than all of its properties
at a fair valuation or if the present fair saleable value of its assets was then less than the amount that would
be required to pay its probable liabilities in respect of its existing debts as they became absolute and

matured.

In addition, a guarantee may be subject to review under applicable insolvency or fraudulent transfer laws
in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the guarantor. In such case,
the analysis set forth above would generally apply, except that the guarantee could also be subject to the
claim that, since the guarantee was not incurred for the benefit of the guarantor, the obligations of the

guarantor thereunder were incurred for less than reasonably equivalent value or fair consideration.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain jurisdictions,
the obligations of the Company under the Guarantee will be limited to the maximum amount that can be
guaranteed by the Company without rendering the guarantee, as it relates to the Company, voidable under

such applicable insolvency or fraudulent transfer laws.

If a court voids the Guarantee, subordinates such Guarantee to other indebtedness of the Company or holds
such Guarantee unenforceable for any other reason, holders of the Bonds would cease to have a claim
against the Company based upon the Guarantee, would be subject to the prior payment of all liabilities
(including trade payables) of the Company. We cannot assure you that, in such an event, after providing
for all prior claims, there would be sufficient assets to satisfy the claims of the holders of the Bonds.
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TERMS AND CONDITIONS OF THE BONDS

The following other than the words in italics is the text of the terms and conditions of the Bonds which

will appear on the reverse of each of the definitive certificates evidencing the Bonds:

The issue of RMB1,000,000,000 2.60 per cent. guaranteed bonds due 2026 (the “Bonds”, which term shall
include, unless the context requires otherwise, any Additional Bonds (as defined below) issued in
accordance with Condition 15 and consolidated and forming a single series therewith) was authorised by
a resolution of the board of directors of CNPC Global Capital Limited (the “Issuer”) passed on 6
December 2023. The Bonds are guaranteed by China National Petroleum Corporation (" [ £ JiH KK R4E
A R/~ 7)) (the “Company”). The giving of the Guarantee (as defined in Condition 3(b)) was authorised
by a resolutions of the board of directors of the Company on 27 December 2023 and an approval of the
General Accountant of the Company dated 19 July 2023. The Bonds are constituted by a trust deed (as
amended and supplemented from time to time, the “Trust Deed”) dated on or about 25 January 2024 (the
“Issue Date”) between the Issuer, the Company and Citicorp International Limited (the “Trustee” which
expression shall, where the context so permits, include all persons for the time being the trustee or trustees
under the Trust Deed) as trustee for the Bondholders (as defined below). These terms and conditions (the
“Conditions”) include summaries of, and are subject to, the detailed provisions of the Trust Deed, which
includes the form of the Bonds. Copies of the Trust Deed and of the agency agreement dated on or about
the Issue Date relating to the Bonds (as amended and supplemented from time to time, the “Agency
Agreement”) between the Issuer, the Company, the Trustee, Citicorp International Limited as registrar
(the “Registrar”), as transfer agent (the “Transfer Agent”) and as initial CMU lodging and paying agent
(the “CMU Lodging and Paying Agent”), and any other agents named in it, are available for inspection
upon prior written request and proof of holding and identity to the satisfaction of the Trustee or, as the
case may be, the CMU Lodging and Paying Agent by Bondholders during usual business hours at the
specified office for the time being of the Trustee (being at the Issue Date at 20th Floor, Citi Tower, One
Bay East, 83 Hoi Bun Road, Kwun Tong, Kowloon, Hong Kong) and at the specified office of the CMU
Lodging and Paying Agent. The “Agents” means the CMU Lodging and Paying Agent, the Registrar, the
Transfer Agent and any other agent or agents appointed from time to time with respect to the Bonds. The
Bondholders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the
provisions of the Trust Deed and are deemed to have notice of those provisions applicable to them of the
Agency Agreement.

All capitalised terms that are not defined in the Conditions will have the meanings given to them in the
Trust Deed.

1 FORM, SPECIFIED DENOMINATION AND TITLE

The Bonds are issued in registered form in specified denominations of RMB1,000,000 and integral
multiples of RMB10,000 in excess thereof.

The Bonds are represented by registered certificates (“Certificates”) which will be issued to each
Bondholder in respect of its holding or holdings of Bonds and, save as provided in Condition 2(a),
each Certificate shall represent the entire holding of Bonds by the same Holder (as defined below).

Title to the Bonds shall pass by and upon registration in the register that the Issuer shall procure to
be kept by the Registrar in accordance with the provisions of the Agency Agreement (the
“Register”). Except as ordered by a court of competent jurisdiction or as required by law, the Holder
of any Bond shall be deemed to be and may be treated as its absolute owner for all purposes whether
or not it is overdue and regardless of any notice of ownership, trust or an interest in it, any writing
on the Certificate representing it or the theft or loss of such Certificate and no person shall be liable
for so treating the Holder.
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In these Conditions, “Bondholder” and “Holder” means the person in whose name a Bond is
registered.

Upon issue, the Bonds will be represented by a global certificate (the “Global Certificate”)
registered in the name of, and lodged with a sub-custodian for, the Hong Kong Monetary Authority
as operator (the “Operator”) of the Central Moneymarkets Unit Service (the “CMU”). These
Conditions are modified by certain provisions contained in the Global Certificate while any of the
Bonds are represented by the Global Certificate. See “Summary of Provisions relating to the Bonds
in Global Form”.

Except in the limited circumstances described in the Global Certificate, owners of interests in the
Bonds represented by the Global Certificate will not be entitled to receive definitive Certificates in
respect of their individual holdings of Bonds.

TRANSFERS OF BONDS

(a) Transfer: A holding of Bonds may, subject to Condition 2(d) and Condition 2(e) and the
provisions of the Agency Agreement, be transferred in whole or in part upon the surrender (at
the specified office of the Registrar or any Transfer Agent) of the Certificate(s) representing
such Bonds to be transferred, together with the form of transfer endorsed on such Certificate(s)
(or another form of transfer substantially in the same form and containing the same
representations and certifications (if any), unless otherwise agreed by the Issuer), duly
completed and executed and any other evidence as the Registrar or Transfer Agent may require.
In the case of a transfer of part only of a holding of Bonds represented by one Certificate, a
new Certificate shall be issued to the transferee in respect of the part transferred and a further
new Certificate in respect of the balance of the holding not transferred shall be issued to the
transferor. In the case of a transfer of Bonds to a person who is already a Holder of Bonds, a
new Certificate representing the enlarged holding shall only be issued against surrender of the
Certificate representing the existing holding.

(b) Delivery of New Certificates: Each new Certificate to be issued shall be available for delivery
within seven business days of receipt of a duly completed form of transfer and surrender of the
existing Certificate(s). Delivery of the new Certificate(s) shall be made at the specified office
of the Transfer Agent or of the Registrar (as the case may be) to whom delivery of such form
of transfer and surrender of Certificate, as applicable, shall have been made or, at the option
of the Holder making such delivery or surrender as aforesaid and as specified in the relevant
form of transfer or otherwise in writing, be mailed by uninsured post at the risk of the Holder
entitled to the new Certificate (but free of charge to the Holder and at the Issuer’s expense) to
such address as may be so specified, unless such Holder requests otherwise and pays in advance
to the relevant Transfer Agent or the Registrar (as the case may be) the costs of such other
method of delivery and/or such insurance as it may specify. In this Condition 2(b), “business
day” means a day, other than a Saturday or Sunday or public holiday, on which banks are open
for business in the place of the specified office of the relevant Transfer Agent or the Registrar
(as the case may be).

(c) Transfer Free of Charge: Certificates, on transfer, shall be issued and registered without
charge by or on behalf of the Issuer, the Registrar or any Transfer Agent, but upon (i) payment
of any tax or other governmental charges that may be imposed in relation to it (or the giving
of such indemnity and/or security and/or prefunding as the Registrar or the relevant Transfer
Agent may require); (ii) the Registrar being satisfied in its absolute discretion with the
documents of title or identity of the person making the application and (iii) the relevant Agent
being satisfied that the regulations concerning transfer of Bonds have been complied with.
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(d)

©)

Closed Periods: No Bondholder may require the transfer of a Bond to be registered (i) during
the period of 15 days ending on (and including) the due date for redemption of that Bond, (ii)
after the exercise of the put option in Condition 6(c) or Condition 6(d), or (iii) during the period

of seven days ending on (and including) any Record Date (as defined in Condition 7(a)(ii)).

Regulations Concerning Transfer and Registration: All transfers of Bonds and entries on the
Register will be made subject to the detailed regulations concerning the transfer of Bonds
scheduled to the Agency Agreement. The regulations may be changed by the Issuer with the
prior written approval of the Registrar and the Trustee, or by the Registrar, with the prior
written approval of the Trustee. A copy of the current regulations will be made available by the
Registrar to any Bondholder upon prior written request and satisfactory proof of holding.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in accordance

with the rules and procedures for the time being of the CMU.

3 STATUS AND GUARANTEE

(@)

(b)

Status: The Bonds constitute direct, general, unsubordinated, unconditional and (subject to
Condition 4(a)) unsecured obligations of the Issuer and shall at all times rank pari passu and
without any preference among themselves. The payment obligations of the Issuer under the
Bonds shall, save for such exceptions as may be provided by applicable legislation that are both
mandatory and of general application and subject to Condition 4(a), at all times rank at least
pari passu in right of payment with all the Issuer’s other present and future unsecured and
unsubordinated obligations.

Guarantee: The Company has unconditionally and irrevocably guaranteed the due and
punctual payment of all sums from time to time payable by the Issuer under the Bonds and all
other monies payable by the Issuer under or pursuant to the Trust Deed. The Company’s
obligations in respect of the Bonds and the Trust Deed (the “Guarantee”) are contained in the
Trust Deed (and any supplement thereto). The obligations of the Company under the Guarantee
shall, save for such exceptions as may be provided by applicable legislation that are both
mandatory and of general application and subject to Condition 4(a), at all times rank at least
pari passu in right of payment with all its other present and future unsecured and
unsubordinated obligations.

4 COVENANTS

(a)

Limitation on Liens: The Company will not, and will not permit the Issuer or any Principal
Subsidiary to, create, incur, assume or permit to exist any Lien upon any of their respective
properties or assets, now owned or hereafter acquired, to secure any Relevant Indebtedness of
the Company, the Issuer or such Principal Subsidiary (or to secure any guarantees or indemnity
in respect thereof) without, in any such case, making effective provision whereby the Bonds
and the Guarantee will be secured either at least equally and ratably with such Relevant
Indebtedness (or any guarantees or indemnity in respect thereof) or by such other Lien as shall
have been approved by the Holders pursuant to the Trust Deed, for so long as such Relevant
Indebtedness (or any guarantees or indemnity in respect thereof) will be so secured, unless,
after giving effect thereto, the aggregate outstanding principal amount of all such secured
Relevant Indebtedness (or any guarantees or indemnity in respect thereof) entered into after the
Issue Date does not exceed 20 per cent. of the Company’s Adjusted Consolidated Net Worth

determined at the time of creation of such Lien.
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(b)

The foregoing restriction will not apply to:

(1)

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

any Lien existing on or prior to the date of issue of the Bonds;

any Lien existing on any property or asset prior to the acquisition thereof by the Issuer
or the Company or arising after such acquisition pursuant to contractual commitments

entered into prior to and not in contemplation of such acquisition;

any Lien on any property or asset securing Relevant Indebtedness incurred or assumed for
the purpose of financing the purchase price thereof or the cost of construction,
improvement or repair of all or any part thereof; provided that such Lien attaches to such
property concurrently with or within 12 months after the acquisition thereof or

completion of construction, improvement or repair thereof;

any Lien securing Relevant Indebtedness owing to or held by the Issuer or the Company;

any Lien arising or already arisen automatically by operation of law which is promptly

discharged or disputed in good faith by appropriate proceedings;

Liens on money paid to or money or securities deposited with a fiscal agent, trustee or
depository to pay or discharge in full the obligations of the Company or the Issuer in
respect of Relevant Indebtedness (provided that such money or securities so paid or
deposited, and the proceeds therefrom, will be sufficient to pay or discharge such

obligations in full); or

any Lien arising out of the refinancing, extension, renewal or refunding of any Relevant
Indebtedness secured by any Lien permitted by any of the foregoing clauses; provided
that such Relevant Indebtedness is not increased and is not secured by any additional

property or assets.

Consolidation, Merger and Sale of Assets: Neither the Company nor the Issuer will

consolidate with or merge into any other Person in a transaction in which the Company or the

Issuer, as the case may be, is not the surviving entity, or convey, transfer or lease its properties

and assets substantially as an entirety to any Person unless:

()

(i1)

any Person formed by such consolidation or into which the Company or the Issuer, as the
case may be, is merged or to whom the Company or the Issuer, as the case may be, has
conveyed, transferred or leased its properties and assets substantially as an entirety is a
corporation, partnership, trust or other entity validly existing under the laws of the
jurisdiction of its organisation and such Person expressly assumes by a trust deed
supplemental to the Trust Deed or other documents or instruments, as applicable, all the
obligations of the Company or the Issuer under the Trust Deed, the Bonds or the

Guarantee, as the case may be;

immediately after giving effect to the transaction, no Event of Default, and no event
which, after notice or lapse of time or both, would become an Event of Default, shall have

occurred and be continuing;
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(c)

(d)

(iii) any such Person not organised and validly existing under the laws of the PRC (in the case
of the Company) or the British Virgin Islands (in the case of the Issuer) shall expressly
agree in a supplemental trust deed or other documents or instruments, as applicable, that
its jurisdiction of organisation (or any political subdivision, territory or possession
thereof, any taxing authority therein or any area subject to its jurisdiction) will be added
to the list of Relevant Jurisdictions (as defined in Condition 8); and

(iv) if, as a result of the transaction, any property or asset of the Company or any of the
Company’s Subsidiaries would become subject to a Lien that would not be permitted
under Condition 4(a), the Company, the Issuer or such successor Person takes such steps
as shall be necessary to secure the Bonds and the Guarantee at least equally and ratably
with the Relevant Indebtedness (or any guarantees or indemnity in respect thereof)
secured by such Lien or by such other Lien as shall have been approved by the Holders
pursuant to the Trust Deed.

Financial Information:

For so long as any Bond remains outstanding, the Company will send to the Trustee: (A) as
soon as they are available, but in any event within 180 calendar days after the end of the fiscal
year of the Company (which ends on 31 December), copies of its financial statements (on a
consolidated basis) in English in respect of such fiscal year (including a statement of income,
balance sheet and cash flow statement) audited by a member firm of independent accountants;
and (B) as soon as they are available, but in any event within 135 calendar days after the end
of the first semi-annual fiscal period of the Company, copies of its unaudited financial
statements (on a consolidated basis) in Chinese in respect of such semi-annual period
(including a statement of income, balance sheet and cash flow statement) prepared on a basis
consistent with the audited financial statements of the Company, together with a certificate
signed by an authorised accounting officer of the Company, to the effect that such financial
statements are true in all material respects and present fairly the financial position of the
Company, as at the end of, and the results of its operations for, the relevant semi-annual period,
provided that if at any time the Capital Stock of the Company is listed for trading on a
recognised stock exchange, the Company will send to the Trustee, as soon as they are available
but in any event not more than 10 calendar days after any financial or other reports of the
Company are filed with any recognised exchange on which the Company’s Capital Stock is at
any time listed for trading, true and correct copies of any financial or other report filed with

such exchange in lieu of the reports identified in sub-clauses (A) and (B) above.

Issuer Activities: For so long as any of the Bonds are outstanding:

(1)  the Issuer will not conduct any business or any other activities other than the offering,
sale or issuance of Indebtedness and the transfer of the proceeds thereof to any company
controlled, directly or indirectly, by the Company and located or incorporated in a
jurisdiction outside the PRC and any other activities in connection therewith or related
thereto, including any activity (A) undertaken with the purpose of fulfilling any
obligations under such Indebtedness or for purposes of consent, solicitation or tender for
such Indebtedness or refinancing such Indebtedness and (B) directly related to the

establishment and/or maintenance of the Issuer’s corporate existence;

(ii) the Company shall procure that the Issuer will not commence or take any action to cause

a winding-up or liquidation of the Issuer; and
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)

()

(iii) the Company will own and control directly or indirectly or in combination (through
controlled Subsidiaries) at least 50.1 per cent. of the Voting Shares of the Issuer.

Undertakings relating to the Guarantee: The Company undertakes that it will use its best
endeavours to complete the Cross-Border Security Registration and obtain a registration record
from SAFE on or before the Registration Deadline and comply with all applicable PRC laws
and regulations in relation to the Guarantee. In addition, within five PRC Business Days after
receipt of the registration certificate from SAFE (or any other document evidencing completion
of registration issued by SAFE), the Issuer shall deliver to the Trustee a certificate in the form
attached as Schedule 5 to the Trust Deed confirming the completion of the Cross-Border
Security Registration and attaching a notice to be delivered to the Bondholders. The Trustee
shall have no obligation to monitor, assist with or ensure the registration of the Guarantee with
SAFE on or before the Registration Deadline or to verify the accuracy, validity and/or
genuineness of any documents in relation to or in connection with the Cross-Border Security

Registration, and shall not be liable to Bondholders or any other person for not doing so.

NDRC Registration: The Company undertakes that it will, within the relevant prescribed
timeframes after the Issue Date, file or cause to be filed with the National Development and
Reform Commission or its local counterparts (the “NDRC”) requisite information and
documents in respect of the Bonds (the “NDRC Filings”) in accordance with the
Administrative Measures for the Review and Registration of Medium and Long-term Foreign
Debt of Enterprises ({23 R HISMEFZ S0 E ML (B K8 B UE R B &4 55698))
issued by the NDRC which came into effect on 10 February 2023 and any implementation
rules, reports, certificates, approvals or guidelines as issued by the NDRC from time to time,
including but not limited to, the filing with the NDRC the requisite information and documents
in respect of the issue of the Bonds within ten PRC Business Days after the Issue Date (the
“NDRC Post-Issuance Filing”).

The Trustee shall have no obligation or duty to monitor, assist with or ensure the completion
of any NDRC Filings within the relevant timeframe referred to above or to verify the accuracy,
validity and/or genuineness of any certificate, confirmation or other documents in relation to
or in connection with any NDRC Filings or to give notice to the Bondholders confirming the
completion of any such NDRC Filings, and shall not be liable to any Bondholder or any other

person for not doing so.
In these Conditions:

“Adjusted Consolidated Net Worth” means the sum of the Company’s (a) shareholders’
equity as determined under PRC GAAP as calculated by reference to the then latest audited
financial statements and (b) Subordinated Indebtedness;

“Capital Stock” means any and all shares, interests (including joint venture interests),
participations or other equivalents (however designated) of capital stock of a corporation or

any and all equivalent ownership interests in a Person (other than a corporation);

“Cross-Border Security Registration” means the completion of the registration with the
Beijing Branch of the State Administration of Foreign Exchange (“SAFE”) of the Guarantee,
in accordance with the Provisions on the Foreign Exchange Administration of Cross-Border
Guarantees promulgated by SAFE on 12 May 2014 which came into effect on 1 June 2014;
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“Indebtedness” of any Person means, at any date, without duplication, (i) any outstanding
indebtedness for or in respect of money borrowed (including bonds, debentures, notes or other
similar instruments, whether or not listed) that is evidenced by any agreement or instrument,
excluding trade payables, (ii) all non-contingent obligations of such Person to reimburse any
bank or other Person in respect of amounts paid under a letter of credit or similar instrument,

and (iii) all Indebtedness of others guaranteed by such Person;

“Lien” means any mortgage, charge, pledge, lien, encumbrance, hypothecation, title retention,

security interest or security arrangement of any kind;

“Person” means any state-owned enterprise, individual, corporation, partnership, joint venture,
association, joint stock company, trust, unincorporated organisation, limited liability company,

government or any agency or political subdivision thereof or any other entity;

“PRC” means the People’s Republic of China, excluding, for the purposes of these Conditions
only, the Hong Kong Special Administrative Region, the Macau Special Administrative Region
and Taiwan;

“PRC Business Day” means a day (other than a Saturday, Sunday or public holiday) on which
banks in Beijing are not authorised or obligated by law or executive order to be closed;

“PRC GAAP” means PRC Accounting Standards and Accounting Regulations for Business
Enterprises promulgated by the PRC Ministry of Finance;

“Principal Subsidiary” at any time shall mean any one of the Company’s Subsidiaries:

(i) as to which the following conditions are satisfied:

(A) its net profit or (in the case of one of the Company’s Subsidiaries which has
Subsidiaries) consolidated net profit attributable to the Company (in each case
before taxation and exceptional items) is at least 10 per cent. of the Company’s
consolidated net profit (before taxation and exceptional items); and

(B) its net assets or (in the case of one of the Company’s Subsidiaries which has
Subsidiaries) consolidated net assets attributable to the Company (in each case after
deducting minority interests in Subsidiaries) are at least 10 per cent. of the
Company’s consolidated net assets (after deducting minority interests in
Subsidiaries),

all as calculated by reference to the then latest audited financial statements (consolidated
or, as the case may be, unconsolidated) of the Company’s Subsidiary and the Company’s
then latest consolidated financial statements, provided that: (1) in the case of a Subsidiary
of the Company acquired after the end of the financial period to which the then latest
relevant audited accounts relate, the reference to the then latest audited accounts for the
purposes of the calculation above shall, until audited accounts for the financial period in
which the acquisition is made are published, be deemed to be a reference to the accounts
adjusted to consolidate the latest audited accounts of the Subsidiary in such accounts; (2)
if, in the case of a Subsidiary of the Company which itself has one or more Subsidiaries,
no consolidated accounts are prepared and audited, its consolidated net assets and
consolidated net profit shall be determined on the basis of pro forma consolidated
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accounts of the relevant Subsidiary and its Subsidiaries prepared for this purpose and
opined on by its auditors; or (3) if the accounts of a Subsidiary of the Company (not being
a Subsidiary referred to in (1) above) are not consolidated with those of the Company
then the determination of whether or not the Subsidiary is a Principal Subsidiary shall, if
the Company requires, be based on a pro forma consolidation of its accounts
(consolidated, if appropriate) with the consolidated accounts of the Company and its

Subsidiaries; or

(ii) to which is transferred all or substantially all of the assets of the Company’s Subsidiary
which immediately prior to the transfer was a Principal Subsidiary, provided that, with
effect from such transfer, the Subsidiary which so transfers its assets and undertakings
shall cease to be a Principal Subsidiary (but without prejudice to paragraph (i) above) and
the Company’s Subsidiary to which the assets are so transferred shall become a Principal
Subsidiary.

A certificate of the Company’s auditors as to whether or not the Company’s Subsidiary is a
Principal Subsidiary shall be conclusive and binding on all parties in the absence of manifest

€ITOor.

“Registration Deadline” means the day falling 150 PRC Business Days after the Issue Date
or, with respect to further issues pursuant to Condition 15, the issue date of such Additional
Bonds;

“Relevant Indebtedness” of any Person means, at any date, Indebtedness, (a) that has a final
maturity of one year or more from the date of incurrence or issuance of such Indebtedness and
(b) is in the form of, is represented or embodied by, bonds, notes, debentures, debenture stock,
loan stock or other securities which are, or intended to be, commonly quoted, listed or dealt in
or traded on any stock exchange or securities market outside the PRC;

“Subordinated Indebtedness” means the Company’s Indebtedness (including perpetual debt,
which the Company is not required to repay) which (a) has a final maturity and a weighted
average life to maturity longer than the remaining life to maturity of the Bonds and (b) is issued
or assumed pursuant to, or evidenced by, an indenture or other instrument containing provisions
for the subordination of such Indebtedness to the Bonds including (i) a provision that in the
event of the Company’s bankruptcy, insolvency or other similar proceeding, the Holders of the
Bonds shall be entitled to receive payment in full in cash of all principal, Additional Amounts
(as defined in Condition 8(a)) and interest on the Bonds (including all interest arising after the
commencement of such proceeding whether or not an allowed claim in such proceeding) before
the holder or holders of any such Subordinated Indebtedness shall be entitled to receive any
payment of principal, interest or premium thereon, (ii) a provision that, if an Event of Default
has occurred and is continuing under the Trust Deed, the holder or holders of any such
Subordinated Indebtedness shall not be entitled to payment of any principal, interest or
premium in respect thereof unless or until such Event of Default shall have been cured or
waived or shall have ceased to exist, and (iii) a provision that the holder or holders of such
Subordinated Indebtedness may not accelerate the maturity thereof as a result of any default
relating thereto so long as any Bond is outstanding;

“Subsidiary” means, as applied to any Person, any corporation or other entity of which a
majority of the outstanding Voting Shares is, at the time, directly or indirectly, owned by such
Person; and
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“Voting Shares” means, with respect to any Person, the Capital Stock having the general
voting power under ordinary circumstances to vote on the election of the members of the board
of directors or other governing body of such Person (irrespective of whether or not at the time
stock of any other class or classes shall have or might have voting power by reason of the
happening of any contingency).

INTEREST

The Bonds bear interest on their outstanding principal amount from and including the Issue Date at
the rate of 2.60 per cent. per annum, payable semi-annually in arrear on 25 January and 25 July in
each year (each an “Interest Payment Date”), commencing on 25 July 2024. If any Interest Payment
Date would otherwise fall on a day which is not a business day (as defined below in this Condition
5), it shall be postponed to the next day which is a business day.

Each Bond will cease to bear interest from the due date for redemption unless, upon surrender of the
Certificate representing such Bond, payment of principal or premium (if any) is improperly withheld
or refused. In such event it shall continue to bear interest at such rate (both before and after
judgment) until whichever is the earlier of (a) the day on which all sums due in respect of such Bond
up to that day are received by or on behalf of the relevant Bondholder, and (b) the day seven days
after the Trustee or the CMU Lodging and Paying Agent has notified Bondholders of receipt of all
sums due in respect of all the Bonds up to that seventh day (except to the extent that there is failure
in the subsequent payment to the relevant Holders under these Conditions).

In these Conditions, the period beginning on and including the Issue Date and ending on but
excluding the first Interest Payment Date and each successive period beginning on and including an
Interest Payment Date and ending on but excluding the next succeeding Interest Payment Date is
called an “Interest Period”.

Interest in respect of any Bond shall be calculated per RMB 10,000 in principal amount of the Bonds
(the “Calculation Amount”). The amount of interest payable per Calculation Amount for any period
shall be equal to the product of the rate of interest specified above, the Calculation Amount and the
actual number of days in the relevant Interest Period (or such other period) divided by 365, rounding
the resulting figure to the nearest cent (half a cent being rounded upwards).

In this Condition 5, “business day” means a day (other than a Saturday, Sunday or public holiday)
upon which commercial banks are generally open for business and settlement of Renminbi payments
in Hong Kong.

REDEMPTION AND PURCHASE

(a) Final Redemption: Unless previously redeemed or purchased and cancelled, the Bonds will be
redeemed at their principal amount on the Interest Payment Date falling on, or nearest to, 25
January 2026. The Bonds may not be redeemed at the option of the Issuer other than in

accordance with this Condition 6.

(b) Redemption for Tax Reasons: The Bonds may be redeemed at the option of the Issuer in
whole, but not in part at any time on giving not less than 30 nor more than 60 days’ notice to
the Bondholders (which notice shall be irrevocable), at their principal amount, together with
interest accrued (if any) to, but excluding, the date fixed for redemption, if, immediately before
giving such notice, the Issuer satisfies the Trustee that as a result of any change in or

amendment to the laws of a Relevant Jurisdiction or any regulations or rulings promulgated
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thereunder, or any change in the official interpretation or official application of such laws,
regulations or rulings or the stating of an official position, which change, amendment or
statement of official position (A) except as specifically provided in (B), becomes effective, or
in the case of a position, is announced, on or after the date of issue of Bonds and (B) in the
case of any successor to the Company or the Issuer that is organised or tax resident in a
jurisdiction that is not a Relevant Jurisdiction as of the date of issue of the Bonds becomes
effective, or in the case of a position, is announced, on or after the date such successor assumes

the Company’s or the Issuer’s obligations, as applicable, under the Bonds and the Trust Deed,

(1) the Issuer is or would be required on the next succeeding due date for a payment with
respect to the Bonds to pay Additional Amounts with respect to the Bonds as provided or

referred to in Condition 8; or

(2) the Company is or would be unable, after using reasonable measures, on the next
succeeding due date for a payment with respect to the Bonds to procure payment by the
Issuer, and with respect to a payment due or to become due under the Guarantee, the
Company is or would be required on the next succeeding due date for a payment with
respect to the Bonds to pay Additional Amounts as provided or referred to in Condition
8 provided that, where any such requirement to pay Additional Amounts is due to taxes,
duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or on behalf of the PRC, the Company shall only be
permitted to redeem the Bonds in accordance with this Condition if such rate of
withholding or deduction in respect of which Additional Amounts are required to be paid

by the Company is in excess of 10 per cent.

and in each case, such obligation cannot be avoided by the use of reasonable measures available

to the Company, the Issuer or any successor Person, as the case may be;

provided, however, that no such notice of redemption shall be given earlier than 90 days prior
to the earliest date on which the Issuer or the Company, as the case may be, would be obliged
to pay such Additional Amounts if a payment in respect of the Bonds were then due or (as the

case may be) a demand under the Guarantee were then made.

Prior to the publication of any notice of redemption pursuant to this Condition 6(b), the Issuer
shall deliver or procure that there is delivered to the Trustee (I) an Officer’s Certificate (as
defined in the Trust Deed) of the Issuer (or, as the case may be, the Company) stating that the
circumstances referred to in this Condition 6(b) prevail and setting out the details of such
circumstances, and (II) an opinion in form and substance satisfactory to the Trustee of
independent legal advisers of recognised standing to the effect that the Issuer or (as the case
may be) the Company has or will become obliged to pay such Additional Amounts as a result
of such change, amendment or statement of official position. The Trustee shall be entitled to
accept and rely upon such certificate and opinion as sufficient evidence of the satisfaction of
the circumstances set out in this Condition 6(b), in which event it shall be conclusive and
binding on the Bondholders. Upon the expiry of any such notice as is referred to in this
Condition 6(b), the Issuer shall be bound to redeem the Bonds in accordance with this
Condition 6(b).
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(c)

(d)

Redemption Upon a No Registration Event: At any time following the occurrence of a No
Registration Event, the Holder of any Bond will have the right, at such Holder’s option, to
require the Issuer to redeem all but not some only of that Holder’s Bonds on the No
Registration Event Put Date at 100 per cent. of their principal amount, together with accrued
interest up to, but excluding the No Registration Event Put Date. To exercise such right, the
Holder of the relevant Bond must deposit at the specified office of any Transfer Agent or the
Registrar a duly completed and signed notice of redemption, in the form for the time being
current, obtainable from the specified office of any Transfer Agent or the Registrar (a “No
Registration Event Put Exercise Notice”), together with the Certificates evidencing the
Bonds to be redeemed by not later than 30 days following a No Registration Event, or, if later,
30 days following the date upon which notice thereof is given to Bondholders by the Issuer in
accordance with Condition 16. The “No Registration Event Put Date” shall be the fifth day

after the expiry of such period of 30 days as referred to above.

A No Registration Event Put Exercise Notice, once delivered, shall be irrevocable and the
Issuer shall redeem the Bonds subject to the No Registration Event Put Exercise Notices

delivered as aforesaid.

The Issuer shall give notice to Bondholders in accordance with Condition 16 and to the Trustee
and the CMU Lodging and Paying Agent in writing by not later than five days following the
first day on which it becomes aware of the occurrence of a No Registration Event, which notice
shall specify the transaction or transactions that constitute the No Registration Event and the
procedure for exercise by Holders of their rights to require redemption of the Bonds pursuant
to this Condition 6(c).

In this Condition 6(c):

“Registration Condition” means the receipt by the Trustee of a certified true copy of the
relevant SAFE registration certificate (or any other document evidencing the completion of

registration issued by SAFE) relating to the Cross-Border Security Registration; and

a “No Registration Event” occurs when the Registration Condition is not complied with on or
before the Registration Deadline.

Redemption Upon a Change of Control Triggering Event: At any time following the
occurrence of a Change of Control Triggering Event, the Holder of any Bond will have the
right, at such Holder’s option, to require the Issuer to redeem all but not some only of that
Holder’s Bonds on the Change of Control Put Date at 100 per cent. of their principal amount,
together with accrued interest up to, but excluding the Change of Control Put Date. To exercise
such right, the Holder of the relevant Bond must deposit at the specified office of any Transfer
Agent or the Registrar a duly completed and signed notice of redemption, in the form for the
time being current, obtainable from the specified office of any Transfer Agent or the Registrar
(a “Change of Control Put Exercise Notice”), together with the Certificates evidencing the
Bonds to be redeemed by not later than 60 days following a Change of Control Triggering
Event, or, if later, 60 days following the date upon which notice thereof is given to Bondholders
by the Issuer in accordance with Condition 16. The “Change of Control Put Date” shall be
the 14th day after the expiry of such period of 60 days as referred to above.
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A Change of Control Put Exercise Notice, once delivered, shall be irrevocable and the Issuer
shall redeem the Bonds subject to the Change of Control Put Exercise Notices delivered as

aforesaid.

The Issuer shall give notice to Bondholders in accordance with Condition 16 and to the Trustee
and the CMU Lodging and Paying Agent in writing by not later than 30 days following the first
day on which it becomes aware of the occurrence of a Change of Control Triggering Event,
which notice shall specify the transaction or transactions that constitute the Change of Control
Triggering Event and the procedure for exercise by Holders of their rights to require
redemption of the Bonds pursuant to this Condition 6(d).

In this Condition 6(d):

“Change of Control” means at any time, the government of the PRC or Persons controlled by
the government of the PRC ceasing to own and control directly or indirectly or in combination

(through controlled Subsidiaries) at least 50.1 per cent. of the Voting Shares of the Company;

“Change of Control Triggering Event” means a Change of Control, provided that, in the event
that the Bonds are, on the Rating Date, rated Investment Grade by one or more Rating
Agencies, a Change of Control Triggering Event shall mean the occurrence of both a Change
of Control and a Ratings Decline. No Change of Control Triggering Event will be deemed to
have occurred in connection with any particular Change of Control unless and until such

Change of Control has actually been consummated;

“Investment Grade” means a rating of “AAA,” “AA,” “A” or “BBB,” as modified by a “+”

@ 9

or indication, or an equivalent rating representing one of the four highest rating categories,
by S&P or any of its successors or assigns; a rating of “Aaa,” “Aa,” “A” or “Baa,” as modified
by a “1,” “2” or “3” indication, or an equivalent rating representing one of the four highest
rating categories, by Moody’s or any of its successors or assigns; a rating of “BBB-" or better
by Fitch or any of its successors or assigns; or the equivalent ratings of any internationally
recognised rating agency or agencies, as the case may be, which shall have been designated by
the Company as having been substituted for S&P, Moody’s, or Fitch or any combination

thereof, as the case may be;

“Rating Agencies” means (i) S&P Global Ratings, a division of The McGraw-Hill Companies,
Inc., and its successors (“S&P”); (ii) Moody’s Investors Service, Inc., a subsidiary of Moody’s
Corporation, and its successors (“Moody’s”); (iii) Fitch Inc., a subsidiary of Fimalac, S.A., and
its successors (“Fitch”); and (iv) if one or more of S&P, Moody’s or Fitch shall not make a
rating of the Bonds publicly available, a United States nationally recognised securities rating
agency or agencies, as the case may be, selected by the Company, which shall be substituted
for S&P, Moody’s or Fitch or any combination thereof, as the case may be;

“Rating Date” means, in connection with a Change of Control Triggering Event, that date
which is 90 days prior to the earlier of (i) a Change of Control and (ii) a public notice of the
occurrence of a Change of Control or of the intention by the Company or any other Person or

Persons to effect a Change of Control;
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“Ratings Decline” means, in connection with a Change of Control, the occurrence on, or
within 180 days after, the date, or public notice of the occurrence of, a Change of Control or
the intention by the Company or any other person or persons to effect a Change of Control
(which period shall be extended (by no more than an additional 90 days after the consummation
of the Change of Control) so long as the rating of the Bonds is under publicly announced
consideration for possible downgrade by any of the Rating Agencies) of any of the events listed

below:

(i) in the event the Bonds (A) are on the Rating Date (1) rated by three Rating Agencies and
(2) rated Investment Grade by each such Rating Agency, and (B) cease to be rated

Investment Grade by at least two of such Rating Agencies; or

(ii) in the event the Bonds (A) are on the Rating Date (1) rated by two but not more Rating
Agencies and (2) rated Investment Grade by each such Rating Agency, and (B) cease to
be rated Investment Grade by both such Rating Agencies; or

(iii) in the event the Bonds (A) are on the Rating Date (1) rated by one but not more Rating
Agencies and (2) rated Investment Grade by such Rating Agency, and (B) cease to be
rated Investment Grade by such Rating Agency.

References to “principal” in these Conditions shall, unless the context otherwise requires,

include the premium referred to in this Condition 6(d).

Notice of Redemption: All Bonds in respect of which any notice of redemption is given under
this Condition 6 shall be redeemed on the date specified in such notice in accordance with this
Condition 6. If there is more than one notice of redemption given in respect of any Bond (which
shall include any notice given by the Issuer pursuant to Condition 6(b), any No Registration
Event Put Exercise Notice given by a Bondholder pursuant to Condition 6(c) and any Change
of Control Put Exercise Notice given by a Bondholder pursuant to Condition 6(d)), the notice
given first in time shall prevail and in the event of two notices being given on the same date,

the first to be given shall prevail.

Purchase: The Issuer, the Company and their respective Subsidiaries may at any time purchase
Bonds in the open market or otherwise at any price. The Bonds so purchased, while held by or
on behalf of the Issuer, the Company or any such Subsidiary, shall not entitle the Holder to vote
at any meetings of the Bondholders and shall not be deemed to be outstanding for the purposes
of calculating quorums at meetings of the Bondholders or for the purposes of Conditions 9,
12(a) and 13.

Cancellation: All Bonds purchased by or on behalf of the Issuer, the Company or their
respective Subsidiaries shall be surrendered for cancellation to the Registrar and, upon
surrender thereof, all such Bonds shall be cancelled forthwith. Any Bonds so purchased may
not be held, reissued or resold and the obligations of the Issuer and the Company in respect of

any such Bonds shall be discharged.
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PAYMENTS

(a)

(b)

(©

(d)

Method of Payment:

(i) Payments of principal and premium (if any) shall be made (subject to surrender of the
relevant Certificates at the specified office of any Transfer Agent or of the Registrar if no
further payment falls to be made in respect of the Bonds represented by such Certificates)
in the manner provided in Condition 7(a)(ii) below.

(ii) Interest on each Bond shall be paid to the person shown on the Register at the close of
business on the fifth Payment Business Day before the due date for payment thereof (the
“Record Date”). Payments of interest on each Bond shall be made in Renminbi by a
transfer to the registered account of the relevant Bondholder. For the purposes of this
Condition 7(a)(ii), a Bondholder’s “registered account” means the Renminbi account
maintained by or on behalf of it with a bank in Hong Kong, details of which appear on
the Register at the close of business on the Record Date.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is
held on behalf of the Operator, the CMU Lodging and Paying Agent will make payments to the
Operator who will make payments to each CMU participant who is for the time being shown
in the records of the Operator as the holder of a particular principal amount of Bonds (each
an “accountholder”). Any payments by the CMU participants to indirect participants will be
governed by arrangements agreed between the CMU participants and the indirect participants
and will continue to depend on the inter-bank clearing system and traditional payment
methods. Such payments will be the sole responsibility of such CMU participants, and the
Trustee, the CMU Lodging and Paying Agent and the other Agents shall have no liability to the
Bondholders, the Issuer, the Company, the CMU participants, the indirect participants or any
other person in respect of any such payment. Save in the case of final payment, no presentation

of the Global Certificate shall be required for such purpose.

Payments subject to Laws: All payments are subject in all cases to (i) any applicable fiscal
or other laws, regulations and directives in the place of payment, but without prejudice to the
provisions of Condition 8 and (ii) any withholding or deduction required pursuant to an
agreement described in Section 1471(b) of the US Internal Revenue Code of 1986 (the “Code’)
or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or
agreements thereunder, any official interpretations thereof, or any law, regulation or official
guidance implementing an intergovernmental approach thereto. No commission or expenses

shall be charged to the Bondholders in respect of such payments.

Payment Initiation: Payment instructions (for value on the due date or, if that is not a Payment
Business Day, for value the first following day which is a Payment Business Day) will be
initiated, on the due date for payment or, in the case of payments of principal and premium (if
any) where the relevant Certificate has not been surrendered at the specified office of any
Transfer Agent or of the Registrar, on a day on which the CMU Lodging and Paying Agent is
open for business and on which the relevant Certificate is surrendered.

Appointment of Agents: The CMU Lodging and Paying Agent, the Registrar and the Transfer
Agent initially appointed by the Issuer and their respective specified offices are listed in the
Agency Agreement. The CMU Lodging and Paying Agent, the Registrar and the Transfer Agent

act solely as agents of the Issuer and do not assume any obligation or relationship of agency
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(h)

or trust for or with any Bondholder. The Issuer reserves the right at any time with the prior
written approval of the Trustee to vary or terminate the appointment of the CMU Lodging and
Paying Agent, the Registrar, any Transfer Agent or any of the other Agents and to appoint
additional or other Agents, provided that the Issuer shall at all times maintain (i) a CMU
Lodging and Paying Agent, (ii) a Registrar, (iii) a Transfer Agent, and (iv) such other agents
as may be required by any other stock exchange on which the Bonds may be listed.

Notice of any such termination or appointment or any change of any specified office of an
Agent shall as soon as practicable be given by the Issuer to the Bondholders.

Agency Role: In acting under the Agency Agreement and in connection with the Bonds, the
Agents act solely as agents of the Issuer and (to the extent provided therein) the Trustee and
do not assume any obligations towards or relationship of agency or trust for or with any of the
Bondholders.

Delay in Payment: Bondholders will not be entitled to any interest or other payment for any
delay after the due date in receiving the amount due on a Bond if the due date is not a Payment
Business Day or if the Bondholder is late in surrendering or cannot surrender its Certificate (if

required to do so).

Payment not Made in Full: If the amount of principal and/or premium (if any) being paid upon
surrender of the relevant Certificate is less than the outstanding principal amount of, or
premium due on, such Certificate, the Registrar will annotate the Register with the amount of
principal and/or premium (if any) so paid and will (if so requested by the Issuer or a
Bondholder) issue a new Certificate with a principal amount equal to the remaining unpaid
outstanding principal amount and/or premium (if any). If the amount of interest being paid is
less than the amount then due, the Registrar will annotate the Register with the amount of
interest so paid.

Non-Payment Business Days: If any date for payment in respect of any Bond is not a Payment
Business Day, the Holder shall not be entitled to payment until the next following Payment
Business Day nor to any interest or other sum in respect of such postponed payment. In this
Condition 7, “Payment Business Day” means a day (other than a Saturday or Sunday or a
public holiday) on which commercial banks are generally open for business and settlement of
Renminbi payments in Beijing and Hong Kong.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is
held on behalf of the Operator, the definition of “Payment Business Day” shall also include a
day on which the CMU is operating and open for business.

8 TAXATION

(@)

Gross up: All payments of principal and interest in respect of the Bonds and/or the Guarantee
by or on behalf of the Issuer or the Company shall be made free and clear of, and without
withholding or deduction for or on account of, any present or future taxes, duties, assessments
or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by
or on behalf of the British Virgin Islands or the PRC, in each case including any political
subdivision, territory or possession thereof, and any authority therein having power to tax (each
as applicable, a “Relevant Jurisdiction”), unless the withholding or deduction of such taxes,

duties, assessments, or governmental charges is required by law. In that event, the Issuer or (as
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(b)

the case may be) the Company shall pay additional amounts (the “Additional Amounts™) as
will result in receipt by the Bondholders after such withholding or deduction of such amounts
as would have been received by them had no such withholding or deduction been required,
except that no such Additional Amounts shall be payable in respect of any Bond:

(i) held by or on behalf of a Holder which is liable to such taxes, duties, assessments or
governmental charges in respect of such Bond by reason of its having some connection
with the Relevant Jurisdiction other than the mere holding of the Bond; or

(i) where the relevant Bond or Certificate is presented (where presentation is required) or
surrendered for payment more than 30 days after the Relevant Date except to the extent
that the Holder of such Bond would have been entitled to such Additional Amounts on
presenting or surrendering such Bond or Certificate for payment on the last day of such
period of 30 days; or

(iii) with respect to such taxes, duties, assessments or governmental charges in respect of such
Bond that would not have been imposed but for the failure of the Holder or beneficial
owner to comply with a timely request of the Issuer or the Company addressed to the
Holder of such Bond to provide certification or information concerning the nationality,
residence or identity of the Holder or beneficial owner of such Bond, if compliance is
required as a precondition to relief or exemption from such taxes, duties, assessments or
governmental charges; or

(iv) with respect to any estate, inheritance, gift, sale, transfer, personal property or similar tax,
assessment or other similar governmental charge; or

(v) with respect to any such taxes, duties, assessments or governmental charges in respect of
such Bond payable otherwise than by deduction or withholding from payments under or
with respect to any Bond or the Guarantee; or

(vi) any combination of the preceding items (i) through (v) above.

Additional Amounts will not be paid with respect to any payment of the principal of or any
interest on any Bond or under the Guarantee, by or on behalf of the Issuer or the Company to
any Holder thereof which is a fiduciary or partnership or other than the sole beneficial owner
of such payment to the extent that payment would be required by the laws of the Relevant
Jurisdiction to be included in the income of a beneficiary or settlor with respect to the fiduciary,
a member of that partnership or a beneficial owner who would not have been entitled to the
Additional Amounts had that beneficiary, settlor, member or beneficial owner been the Holder.

Notwithstanding anything herein to the contrary, in no event will the Issuer or the Company (or
any successor of the Issuer or the Company) pay any Additional Amounts in respect of any
taxes, withholding or deduction imposed pursuant to the provisions of Sections 1471 through
1474 of the Code (including any successor provisions or amendments thereof), any current or
future regulations or agreements thereunder, any official interpretations thereof or any law,
regulation or official guidance implementing an intergovernmental approach thereto.

Taxing jurisdiction: If the Issuer or the Company (or any successor of the Issuer or the
Company) becomes subject at any time to any taxing jurisdiction other than the British Virgin
Islands or the PRC, references in these Conditions to Relevant Jurisdiction shall be construed

to include such other jurisdiction.
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In these Conditions:

“Relevant Date” in respect of any Bond means, in relation to any payment, whichever is the later
of (a) the date on which the payment in question first becomes due and (b) if the full amount payable
has not been received by the CMU Lodging and Paying Agent or the Trustee on or prior to such due
date, the date on which (the full amount having been so received) notice to that effect has been given
to the Bondholders.

Any reference in these Conditions to any payments in respect of the Bonds shall be deemed also to
refer to any additional amounts which may be payable under this Condition or under any
undertakings given in addition to, or in substitution for, this Condition pursuant to the Trust Deed

and any other amount in the nature of principal or interest payable pursuant to these Conditions.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, charge, withholding
or other payment referred to in this Condition 8 or for determining whether such amounts are payable
or the amount thereof, and none of them shall be responsible or liable for any failure by the Issuer,
the Company, any Bondholder or any third party to pay such tax, duty, charges, withholding for or

on account of any tax, duty, charge, withholding or other payment imposed by or in any jurisdiction.

EVENTS OF DEFAULT

If any of the following events (each an “Event of Default”) occurs and is continuing, then the
Trustee at its discretion may (but shall not be obliged) and, if so requested in writing by Holders of
at least 25 per cent. of the aggregate principal amount of the Bonds then outstanding or if so directed
by an Extraordinary Resolution shall (subject to the Trustee having been indemnified and/or
pre-funded and/or provided with security to its satisfaction), give written notice to the Issuer
declaring the Bonds to be immediately due and payable, whereupon they shall become immediately
due and payable at their principal amount together with accrued and unpaid interest (if any) without

further notice or formality:

(a) Non-Payment: there is failure to pay (i) the principal of or any premium on any of the Bonds
when due or (ii) any interest on any of the Bonds within 30 days after the due date for such

payment;

(b) Breach of Other Obligations: the Issuer or the Company does not perform or comply with (i)
its obligations under the covenants described under Condition 4(b); (ii) for 45 days after
written notice by the Holders of 25 per cent. or more of the aggregate principal amount of the
outstanding Bonds, any of its obligations under the covenants described under Condition 6(c)
or Condition 6(d) or the covenants described under Condition 4(a) or Condition 4(d) (in each
case, other than a failure to purchase Bonds which will constitute an Event of Default under
clause (a) above); (iii) any other covenant or agreement of the Company or the Issuer in the
Bonds or Trust Deed and such failure continues for 60 days after there has been given, by
registered or certified mail, to the Company or the Issuer, as the case may be, by the Trustee
or by the Holders of at least 25 per cent. in aggregate principal amount of the Bonds then
outstanding (with a copy to the Trustee) a written notice specifying such failure and requiring

it to be remedied and stating that such notice is a “Notice of Default” under the Trust Deed;

— 53 -



(c)

(d)

(e)

()

(2)

Cross-Default: (i) failure to pay upon final maturity (after giving effect to the expiration of any
applicable grace period therefor) the principal of any Indebtedness of the Company, the Issuer
or any Principal Subsidiary, (ii) acceleration of the maturity of any Indebtedness of the
Company, the Issuer or any Principal Subsidiary following a default by the Company, the
Issuer, or such Principal Subsidiary, if such Indebtedness is not discharged, or such acceleration
is not annulled, within 10 days after receipt by the Trustee of the written notice from the
Company or the Issuer as provided in the Trust Deed, or (iii) failure to pay any amount payable
by the Company, the Issuer or any Principal Subsidiary under any guarantee or indemnity in
respect of any Indebtedness of any other Person if such obligation is not discharged or
otherwise satisfied within 10 days after receipt by the Trustee of written notice from the
Company or the Issuer as provided in the Trust Deed; provided, however, that no such event
set forth in clause (i), (ii) or (iii) shall constitute an Event of Default unless the aggregate
outstanding Indebtedness to which all such events relate exceeds U.S.$200,000,000 (or its
equivalent in any other currency);

Enforcement Proceedings: failure by the Company, the Issuer or any Principal Subsidiary to
pay one or more final judgments from a court of competent jurisdiction in the PRC, the British
Virgin Islands or a member country of the Organization for Economic Cooperation and
Development, aggregating in excess of U.S.$200,000,000 (or its equivalent in other
currencies), which judgments are not paid, discharged or stayed for a period of 60 days;

Insolvency: decree or order is entered (i) for relief in respect of the Issuer, the Company or any
Principal Subsidiary in an involuntary case of winding up or bankruptcy proceeding under
applicable law or (ii) adjudging the Issuer, the Company or any Principal Subsidiary bankrupt
or insolvent, or seeking reorganisation, winding up, arrangement, adjustment or composition of
or in respect of the Issuer, the Company or any Principal Subsidiary under applicable law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar
official) of the Issuer, the Company or any Principal Subsidiary or of any substantial part of
any of their respective properties, or ordering the winding up or liquidation of any of their
affairs, and any such decree or order remains unstayed and in effect for a period of 60
consecutive days;

Winding-up: the Issuer, the Company or any Principal Subsidiary institutes a voluntary case
or proceeding under applicable bankruptcy, insolvency, reorganisation or similar law, or any
other case or proceedings to be adjudicated bankrupt or insolvent, or the Issuer, the Company
or any Principal Subsidiary files a petition or answer or consent seeking reorganisation or relief
under applicable bankruptcy, insolvency, reorganisation or similar law, or consents to the filing
of any such petition or to the appointment of or taking possession by a custodian, receiver,
liquidator, assignee, trustee, sequestrator (or other similar official) of any of the Issuer, the
Company or any Principal Subsidiary or of any substantial part of its property, or makes an
assignment for the benefit of creditors, or admits in writing its inability to pay its debts
generally as they become due or takes corporate action in furtherance of any such action,
except for the purpose of and followed by a solvent winding-up, dissolution, reconstruction,
amalgamation, reorganisation, merger or consolidation (i) on terms approved by an
Extraordinary Resolution of the Bondholders, or (ii) in the case of any Principal Subsidiary
(other than the Issuer), whereby the business, undertaking and assets of such Principal
Subsidiary are transferred to or otherwise vested in the Issuer, the Company or another of the
Company’s Subsidiaries; or

Unenforceability: the Guarantee or the Cross-Border Security Registration shall cease to be in

full force or effect or (in the case of the Cross-Border Security Registration) revoked, or the
Company shall deny or disaffirm its obligations under the Guarantee.
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PRESCRIPTION

Claims against the Issuer and the Company for payment in respect of the Bonds shall be prescribed
and become void unless made within ten years (in the case of principal or premium) or five years

(in the case of interest) from the appropriate Relevant Date in respect of them.

REPLACEMENT OF CERTIFICATES

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to
applicable laws, regulations or other relevant regulatory authority regulations, at the specified office
of the Registrar or such other Transfer Agent as may from time to time be designated by the Issuer
for that purpose and notice of whose designation is given to Bondholders, in each case on payment
by the claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security, indemnity and otherwise as the Issuer, the Registrar and/or such Transfer Agent
may require (provided that the requirement is reasonable in light of prevailing market practice).
Mutilated or defaced Certificates must be surrendered before replacements will be issued.

MEETINGS OF BONDHOLDERS, MODIFICATION AND WAIVER, SUBSTITUTION

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings of
Bondholders to consider matters affecting their interests, including the sanctioning by
Extraordinary Resolution of a modification of any of these Conditions or any provisions of the
Trust Deed. Such a meeting may be convened by the Issuer, the Company or the Trustee and
shall be convened by the Trustee if requested to do so by Bondholders holding not less than ten
per cent. in principal amount of the Bonds for the time being outstanding. The quorum for any
meeting convened to consider an Extraordinary Resolution will be two or more persons holding
or representing more than 50 per cent. in principal amount of the Bonds for the time being
outstanding, or at any adjourned meeting two or more persons being or representing
Bondholders whatever the principal amount of the Bonds held or represented, provided,
however, that Reserved Matters may only be sanctioned by an Extraordinary Resolution passed
at a meeting of Bondholders at which two or more persons holding or representing not less than
75 per cent. or, at any adjourned meeting, 25 per cent. of the aggregate principal amount of the
then outstanding Bonds form a quorum. Any Extraordinary Resolution duly passed at any such
meeting shall be binding on all the Bondholders, whether present or not. A “Reserved Matter”
means any proposal to (i) change any date fixed for payment of principal or interest in respect
of the Bonds, (ii) reduce or cancel the amount of principal or interest payable on any date in
respect of the Bonds, (iii) alter the method of calculating the amount of any payment in respect
of the Bonds or the date for any such payment, (iv) change the currency of any payment under
the Bonds, (v) to change the quorum requirements relating to meetings or the majority required
to pass an Extraordinary Resolution or (vi) to cancel, or amend any term of, the Guarantee
otherwise than in accordance with Condition 12(b). An “Extraordinary Resolution” is defined
in the Trust Deed to mean a resolution passed at a duly convened meeting of Bondholders by

a majority of not less than 75 per cent. of the votes cast.

In addition, a resolution in writing signed by or on behalf of Holders holding not less than 90
per cent. of the aggregate principal amount of the then outstanding Bonds, who for the time
being are entitled to receive notice of a meeting of Bondholders under the Trust Deed will take
effect as if it were an Extraordinary Resolution. Such a resolution in writing may be contained
in one document or several documents in the same form, each signed by or on behalf of two
or more Bondholders.
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(c)

(d)

For so long as the Bonds are represented by the Global Certificate, an Extraordinary
Resolution includes a consent given by way of electronic consents through the relevant clearing
system(s) (in a form satisfactory to the Trustee) by or on behalf of all the Bondholders of not

less than 90 per cent. in principal amount of the Bonds for the time being outstanding.

Modification and Waiver: The Trustee may, without the consent of the Bondholders, agree to
any modification of these Conditions or the Trust Deed (other than in respect of a Reserved
Matter) which is, in the opinion of the Trustee, proper to make if, in the opinion of the Trustee,
such modification will not be materially prejudicial to the interests of Bondholders and to any
modification of the Bonds or the Trust Deed which is of a formal, minor or technical nature or

is to correct a manifest error.

In addition, the Trustee may without the consent of the Bondholders authorise or waive any
proposed breach or breach of the Bonds or the Trust Deed (other than a proposed breach or
breach relating to the subject of a Reserved Matter) if, in the opinion of the Trustee, the

interests of the Bondholders will not be materially prejudiced thereby.

Unless the Trustee agrees otherwise, any such authorisation, waiver or modification shall be

notified to the Bondholders as soon as practicable thereafter.

Substitution: The Trust Deed contains provisions under which the Company or any Subsidiary
of the Company may, without the consent of the Bondholders assume the obligations of the
Issuer as principal debtor under the Trust Deed and the Bonds, provided that certain conditions
specified in the Trust Deed are fulfilled, including, in the case of a substitution of the Issuer
by a company other than the Company, a requirement that the Guarantee is fully effective in

relation to the obligations of the new principal debtor under the Trust Deed and the Bonds.

No Bondholder shall, in connection with any substitution, be entitled to claim any
indemnification or payment in respect of any tax consequence thereof for such Bondholder
except to the extent provided for in Condition 8 (or any undertaking given in addition to or

substitution for it pursuant to the provisions of the Trust Deed).

Entitlement of the Trustee: In connection with the exercise of its functions, rights, authorities,
powers and discretions (including but not limited to those referred to in this Condition 12) the
Trustee shall have regard to the general interests of the Bondholders as a class and shall not
have regard to the interests arising from circumstances particular to individual Bondholders
(whatever their number) and, in particular but without limitation, shall not have regard to
consequences of such exercise for individual Bondholders (whatever their number) resulting
from their being for any purpose domiciled or resident in, or otherwise connected with, or
subject to the jurisdiction of, any particular territory or any political sub-division thereof, and
the Trustee shall not be entitled to require on behalf of any Bondholders, nor shall any
Bondholder be entitled to claim, from the Issuer or the Company any indemnification or
payment in respect of any tax consequence of any such exercise upon individual Bondholders
except to the extent already provided for in Condition 8 and/or any undertaking given in

addition to, or in substitution for, Condition 8 pursuant to the Trust Deed.
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ENFORCEMENT

The Trustee may, at its discretion and without further notice, institute such proceedings against the
Issuer and/or the Company as it may think fit to enforce the terms of the Trust Deed and the Bonds,
but it need not take any such proceedings unless (a) it shall have been so directed by an Extraordinary
Resolution or so requested in writing by Bondholders holding at least 25 per cent. in principal
amount of the Bonds then outstanding, and (b) it shall first have been indemnified and/or secured
and/or pre-funded to its satisfaction. No Bondholder may proceed directly against the Issuer and/or
the Company unless the Trustee, having become bound so to proceed, fails to do so within a
reasonable time and such failure is continuing.

INDEMNIFICATION OF THE TRUSTEE

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including provisions relieving it from taking proceedings to enforce payment unless
first indemnified and/or secured and/or pre-funded to its satisfaction and provisions limiting or
excluding its liability in certain circumstances. The Trustee is entitled to enter into business
transactions with the Issuer, the Company, any of their Subsidiaries and/or any entity related

(directly or indirectly) to the Issuer or the Company without accounting for any profit.

The Trust Deed provides that, when determining whether an indemnity or any security or pre-funding
is satisfactory to it, the Trustee shall be entitled (i) to evaluate its risk in any given circumstance by
considering the worst case scenario and (ii) to require that any indemnity or security given to it by
the Bondholders or any of them be given on a joint and several basis and be supported by evidence
satisfactory to it as to the financial standing and creditworthiness of each counterparty and/or as to
the value of the security and an opinion as to the capacity, power and authority of each counterparty

and/or the validity and effectiveness of the security.

None of the Trustee or any of the Agents shall be responsible for the performance by the Issuer, the
Company and any other person appointed by the Issuer in relation to the Bonds of the duties and
obligations on their part expressed in respect of the same and, unless it has written notice from the
Issuer or the Company to the contrary, the Trustee and each Agent shall assume that the same are
being duly performed. None of the Trustee or any Agent shall be liable to any Bondholder or any
other person for any action taken by the Trustee or such Agent in accordance with the instructions
of the Bondholders. The Trustee shall be entitled to rely on any direction, request or resolution of
Bondholders given by Holders of the requisite principal amount of Bonds outstanding or passed at
a meeting of Bondholders convened and held in accordance with the Trust Deed. Whenever the
Trustee is required or entitled by the terms of the Trust Deed or these Conditions to exercise any
discretion or power, take any action, make any decision or give any direction, the Trustee is entitled,
prior to its exercising any such discretion or power, taking any such action, making any such
decision, or giving any such direction, to seek directions from the Bondholders by way of an
Extraordinary Resolution, and the Trustee is not responsible for any loss or liability incurred by any
person as a result of any delay in it exercising such discretion or power, taking such action, making
such decision, or giving such direction where the Trustee is seeking such directions or in the event
that no such directions are received. The Trustee shall not be under any obligation to monitor

compliance with the provisions of the Trust Deed, the Agency Agreement or these Conditions.
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The Trustee may rely without liability to Bondholders on any report, confirmation, opinion or
certificate or any advice of any legal advisers, accountants, financial advisers, financial institution
or any other expert, whether or not addressed to it and whether or not their liability in relation thereto
is limited (by its terms or by any engagement letter relating thereto entered into by the Trustee or
any other person or in any other manner) by reference to a monetary cap, methodology or otherwise.
The Trustee may accept and shall be entitled to rely on any such report, confirmation, opinion or
certificate or advice and, in such event, such report, confirmation, opinion or certificate or advice

shall be binding on the Issuer, the Company and the Bondholders.

Neither the Trustee nor any of the Agents shall be under any obligation to ascertain whether any

Event of Default has occurred.

FURTHER ISSUES

The Issuer may from time to time without the consent of the Bondholders and in accordance with
the Trust Deed create and issue further securities (“Additional Bonds”) having the same terms and
conditions as the Bonds in all respects (or in all respects except for any one or more of the first
payment of interest, the issue date, the timing for the NDRC Post-Issuance Filing and the timing for
completion of the Cross-Border Security Registration and, to the extent necessary, certain temporary
securities law transfer restrictions) and so that such further issue shall be consolidated and form a
single series with the Bonds; provided that the Company shall comply with its undertakings
described under Condition 4(e) with respect to the Additional Bonds. The Additional Bonds may not
have the same ISIN, Common Code, CMU Instrument Number or other identifying number as the
outstanding Bonds (i) unless the Issuer has elected the date of issue of the outstanding Bonds as the
issue date of the Additional Bonds for purposes of the undertaking described Condition 4(e) and
Condition 6(c), in which case the Cross-Border Security Registration with respect to both the
previously outstanding Bonds and such Additional Bonds shall be completed at the same time, (ii)
until the Cross-Border Security Registration has occurred with respect to both the previously
outstanding Bonds and such Additional Bonds, or (iii) if the No-Registration Event has occurred with
respect to both the previously outstanding Bonds and such Additional Bonds, until after the No
Registration Event Put Date has passed for both the previously outstanding Bonds and such
Additional Bonds.

References in these Conditions to the Bonds include (unless the context requires otherwise) any such
other securities issued pursuant to this Condition 15 and forming a single series with the Bonds. Any
further securities forming a single series with the Bonds constituted by the Trust Deed or any deed

supplemental to it shall be constituted by a deed supplemental to the Trust Deed.
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NOTICES

Notices to the Holders of Bonds shall be mailed to them at their respective addresses in the Register
and deemed to have been given on the fourth weekday (being a day other than a Saturday or a
Sunday) after the date of mailing. The Issuer shall also ensure that notices are duly published in a
manner that complies with the rules and regulations of any stock exchange or other relevant authority
on which the Bonds are for the time being listed. Any such notice shall be deemed to have been given
on the date of such publication or, if published more than once, on the first date on which publication

is made.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held on
behalf of the Operator, any notice to the Holders of the Bonds shall be validly given by the delivery
of the relevant notice to each relevant accountholder via the CMU in substitution for notification as
required by these Conditions, and shall be deemed to have been given on the date of delivery to the
CMU. Indirect participants will have to rely on the CMU participants (through whom they hold the
Bonds, in the form of interests in the Global Certificate) to deliver the notices to them, subject to the

arrangements agreed between the indirect participants and the CMU participants.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of the Bonds or the Trust Deed under
the Contracts (Rights of Third Parties) Act 1999.

CURRENCY INDEMNITY

To the fullest extent permitted by law, the obligations of the Company or the Issuer to any Holder
of Bonds under the Trust Deed or the Bonds, as the case may be, shall, notwithstanding any judgment
in a currency (the “Judgment Currency”) other than Renminbi (the “Agreement Currency”), be
discharged only to the extent that on the day following receipt by such Holder or the Trustee, as the
case may be, of any amount in the Judgment Currency, such Holder or the Trustee, as the case may
be, may in accordance with normal banking procedures purchase the Agreement Currency with the
Judgment Currency. If the amount of the Agreement Currency so purchased is less than the amount
originally to be paid to such Holder or the Trustee, as the case may be, in the Agreement Currency,
the Company and the Issuer agree, as a separate obligation and notwithstanding such judgment, to
pay the difference and if the amount of the Agreement Currency so purchased exceeds the amount
originally to be paid to such Holder, such Holder or the Trustee, as the case may be, agrees to pay
to or for the account of the Company or the Issuer, as the case may be, such excess; provided that
such Holder or the Trustee, as the case may be, shall not have any obligation to pay any such excess
as long as a default by the Company or the Issuer in its obligations under the Trust Deed or the Bonds
has occurred and is continuing, in which case such excess may be applied by such Holder or the

Trustee, as the case may be, to such obligations.
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GOVERNING LAW AND JURISDICTION

(a)

(b)

()

(d)

Governing Law: The Trust Deed, the Agency Agreement, the Guarantee and the Bonds, and
any non-contractual obligations arising out of or in connection with them, are governed by, and

shall be construed in accordance with, English law.

Jurisdiction: The courts of Hong Kong are to have exclusive jurisdiction to settle any disputes
that may arise out of or in connection with the Bonds, the Guarantee, the Trust Deed and the
Agency Agreement and accordingly any legal action or proceedings arising out of or in
connection with any Bonds, the Guarantee, the Trust Deed or the Agency Agreement
(“Proceedings”) may be brought in the courts of Hong Kong. Pursuant to the Trust Deed, each

of the parties has irrevocably submitted to the jurisdiction of the courts of Hong Kong.

Agent for Service of Process: Each of the Issuer and the Company has irrevocably designated
China Petroleum HongKong (Holding) Limited, to receive service of process in any
Proceedings in Hong Kong. If for any reason any of the Issuer or the Company does not have
such an agent in Hong Kong, it will appoint a substitute process agent and notify the Trustee
and the Bondholders of such appointment. Nothing herein shall affect the right to serve process

in any other manner permitted by law.

Waiver of Immunity: To the extent that the Company or the Issuer has or hereafter may
acquire any immunity (sovereign or otherwise) from any legal action, suit or proceeding, from
jurisdiction of any court or from set-off or any legal process (including any immunity from
jurisdiction or from service of process or, except as provided below, from any execution to
satisfy a final judgment or from attachment or in aid of such execution or otherwise) with
respect to itself or any of its property, the Company and the Issuer each irrevocably waives, to
the fullest extent permitted under applicable law, any such right of immunity or claim thereto
which may now or hereafter exist, and agrees not to assert any such right or claim in any

Proceeding.
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SUMMARY OF PROVISIONS RELATING TO THE BONDS IN GLOBAL FORM

The Global Certificate will contain provisions which apply to the Bonds while they are in global form,
some of which will modify the effect of the Terms and Conditions of the Bonds set out in this offering

circular. The following is a summary of certain of those provisions.

Terms defined in the Terms and Conditions of the Bonds and set out in this offering circular have the

meaning in the paragraphs below.

The Bonds will be represented by a Global Certificate which will be registered in the name of, and
deposited with a sub-custodian for the HKMA as operator of the CMU.

Under the Global Certificate, the Issuer, for value received, will promise to pay such principal, interest and
premium (if any) on the Bonds to the Registered Holder of the Bonds represented by the Global Certificate
(subject to surrender of the Global Certificate if no further payment falls to be made in respect of such
Bonds) on 25 January 2026 or on such earlier date or dates as the same may become payable in accordance

with the Terms and Conditions.

Notwithstanding the provisions of the preceding paragraph, for so long as the Global Certificate is held
by or on behalf of the Operator, payments of interest or principal will be made to the CMU which will
credit the same in accordance with the CMU Rules to the person(s) shown in the records of the Operator
as the holder of a particular principal amount of the Bonds (each an “accountholder”) at the close of
business on the record date which shall be on the Clearing System Business Day immediately prior to the
date for payment. “Clearing System Business Day” means a day on which the CMU is operating and open
for business. Payment made in accordance with the CMU Rules as set out in the immediately preceding
sentence shall discharge the obligations of the Issuer in respect of the payment. Any payments by the CMU
participants to indirect participants shall be governed by arrangements agreed between the CMU
participants and the indirect participants and will continue to depend on the inter-bank clearing system and
traditional payment methods. Such payments will be the sole responsibility of such CMU participants and
the Issuer, the Trustee and the CMU Lodging and Paying Agent shall have no obligation or liability in
connection therewith. For these purposes, a notification from the Operator shall be conclusive evidence
of the records of the CMU (save in the case of manifest error). Save in the case of final payment, no

presentation of the Global Certificate shall be required for such purpose.

Owners of interests in the Bonds in respect of which the Global Certificate is issued will be entitled to
have title to the Bonds registered in their names and to receive individual definitive certificates if either
the CMU or any other clearing system selected by the Issuer and approved in writing by the Trustee, the
CMU Lodging and Paying Agent and the Registrar through which the Bonds are held (an “Alternative
Clearing System”) is closed for business for a continuous period of 14 days (other than by reason of
holidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact
do so. In such circumstances, the Issuer will cause sufficient individual definitive certificates to be
executed and delivered to the Registrar for completion, authentication and dispatch to the relevant holders
of the Bonds. A person with an interest in the Bonds in respect of which a Global Certificate is issued must
provide the Registrar not less than 30 days’ notice at its specified office of such holder’s intention to effect
such exchange and a written order containing instructions and such other information as the Issuer and the

Registrar may require to complete, execute and deliver such individual definitive certificates.
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In addition, the Global Certificate will contain provisions that modify the Terms and Conditions of the
Bonds, as they apply to the Bonds evidenced by Global Certificate. The following is a summary of certain
of those provisions:

Notices: So long as the Bonds are represented by a Global Certificate and such Global Certificate is held
on behalf of the Operator or any Alternative Clearing system, notices to holders of the Bonds shall be
given by delivery of the relevant notice to the accountholders via the CMU, rather than by mailing to the
addresses in the Registrar as required by the Terms and Conditions of the Bonds, and any such notice shall
be deemed to have been given to the Bondholders on the day on which such notice is delivered to the
CMU. Indirect participants will have to rely on the CMU participants (through whom they hold the Bonds,
in the form of interests in the Global Certificate) to deliver the notices to them, subject to the arrangements
agreed between the indirect participants and the CMU participant. Except that, so long as the Bonds are
listed and/or admitted to trading, notices required to be given to the Bondholders pursuant to the Terms
and Conditions shall also be published by the Issuer (if such publication is required) in a manner which
complies with the rules and regulations of any stock exchange or other relevant authority on which the
Bonds are listed and/or admitted to trading.

Meetings: For the purposes of any meeting of holders of the Bonds, the holder of the Bonds represented
by a Global Certificate shall be treated as being entitled to one vote in respect of each RMB10,000 in
principal amount of Bonds for which the Global Certificate is issued.

Issuer’s Redemption: The option of the Issuer provided for in applicable provisions of the Bonds shall
be exercised by the Issuer giving notice to the applicable holders of Bonds within the time limits set out
in and containing the information required by the applicable Conditions.

Holder of Bonds Redemption: A holder’s redemption options in the applicable provisions of the Bonds
may be exercised by the holder of the applicable Global Certificate giving notice to the CMU Lodging and
Paying Agent, Transfer Agent or the Registrar of the principal amount of Bonds in respect of which the
option is exercised within the time limits specified in the applicable Conditions.

Transfers: Transfers of interests in the Bonds will be effected through the records of the CMU (or any
Alternative Clearing System) and its respective participants in accordance with the rules and procedures
of the CMU (or any Alternative Clearing System) and its respective direct and indirect participants.

Cancellation: Cancellation of any Bond represented by a Global Certificate which is required by the
applicable Conditions will be effected by a reduction in the principal amount of the Bonds in the Register
and the applicable Global Certificate on its presentation to or to the order of the Registrar for annotations
(for information only) in such Global Certificate.

Bondholders: Subject as provided in the Trust Deed, each person who is for the time being shown in the
records of the CMU as entitled to a particular principal amount of the Bonds represented by a Global
Certificate (in which regard any certificate or other document issued by the CMU as to the principal
amount of such Bonds standing to the account of any person shall be conclusive and binding for all
purposes save in the case of manifest error) shall be deemed to be the holder of such principal amount of
such Bonds for all purposes other than with respect to payments of principal, premium (if any) and interest
on the Bonds for which purpose the registered holder of the Global Certificate shall be deemed to be the
holder of such principal amount of the Bonds in accordance with and subject to the terms of the Global
Certificate and the Trust Deed.

Trustee’s Powers: In considering the interests of Bondholders while the Global Certificate is registered
in the name of a nominee for a clearing system, the Trustee may, to the extent it considers it appropriate
to do so in the circumstances, but without being obliged to do so, (a) have regard to any information as
may have been made available to it by or on behalf of the relevant clearing system or its operator as to
the identity of its accountholders (either individually or by way of category) with entitlements in respect
of the Bonds and (b) consider such interests on the basis that such accountholders were the holders of the
Bonds in respect of which the Global Certificate is issued.
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USE OF PROCEEDS

The Issuer estimates that the aggregate proceeds from the issuance of the Bonds, after deducting
underwriting commissions and other estimated expenses in connection with this offering, will be
approximately RMB999 million. The net proceeds from the issue of the Bonds will be used for general

corporate purposes.
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CAPITALISATION

The following table sets forth CNPC’s short-term debt, long-term debt and owners’ equity as of 31
December 2022 as well as adjustments to give effect to the issuance of the Bonds. For additional
information, see CNPC’s consolidated financial statements and notes thereto included elsewhere in this
offering circular.

As of 31 December 2022

Actual As Adjusted

RMB RMB

(in millions)

Indebtedness?:
Indebtedness — due within one year . . .................. 305,250 305,250
Indebtedness — due after one year ..................... 196,155 196,155
Bonds offered hereby™® . .. ... ... ... .. ... ... ... ...... - 999
Total indebtedness. . . ... ............................ 501,405 502,404
Owners’ equity
Paid-up capital .. ... ... ... 487,055 487,055
Other equity instruments . . . .............. ... . 66,657 66,657
Capital surplus . . ... .. . 268,252 268,252
Other comprehensive income . . .. ..................... (10,146) (10,146)
Special reServes . ... ... 15,743 15,743
Surplus reserves . ... 1,088,939 1,088,939
General risk provision. . . ....... .. ... 12,580 12,580
Undistributed profit. . .. ... ... ... 189,687 189,687
Minority interest . . . . . ..ot 390,170 390,170
Total owners’ equity . . .. .......... ... ... ... ... ...... 2,508,936 2,508,936
Total capitalisation™®. . . ... ... .. ... .. .. ... .. .. .. .... 3,010,341 3,011,340

(1)  Except as disclosed herein, there have been no material changes in CNPC’s consolidated capitalisation since 31
December 2022.

(2) Indebtedness does not include amounts due to CNPC subsidiaries.

(3)  Refers to the aggregate principal amount of the Bonds after deducting the underwriting commissions and other
estimated expenses payable by us.

(4)  Total capitalisation equals total indebtedness plus total owners’ equity.

Except as otherwise disclosed in this offering circular, there has been no material change in the

consolidated capitalisation and indebtedness of CNPC since 31 December 2022.
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HISTORY AND STRUCTURE OF THE GUARANTOR AND THE ISSUER

The predecessor of CNPC was the Ministry of Petroleum Industry of the PRC, which was founded in July

1955 and mandated to supervise the exploration and development of oil and gas resources in China.

On 17 September 1988, the PRC State Council dissolved the Ministry of Petroleum Industry and
established China National Petroleum and Natural Gas Corporation, which was then mainly in charge of
oil and gas upstream operations and endowed with certain governmental administrative functions.

On 3 December 1997, China Petroleum HongKong (Holding) Limited (- M KRR EE A RAR])

was incorporated as a wholly owned subsidiary of CNPC.

On 27 July 1998, China National Petroleum and Natural Gas Corporation was reorganised as CNPC to
become an integrated group with businesses covering oil and gas upstream and downstream operations as

well as oilfield and engineering services.

On 5 November 1999, PetroChina was established as a joint stock limited company under the Company
Law of the PRC as part of a restructuring in which CNPC transferred to PetroChina most of its assets and
liabilities relating to its exploration and production, refining & chemicals, marketing, trading and natural
gas & pipelines businesses. CNPC retained the assets and liabilities relating to its remaining businesses

and operations.

The H shares of PetroChina were listed on the Hong Kong Stock Exchange on 7 April 2000. The A shares
of PetroChina were listed on the Shanghai Stock Exchange on 5 November 2007.

On 15 April 2020, as a wholly owned subsidiary of China Petroleum HongKong (Holding) Limited GHE

A RAREB AR, the Issuer was incorporated in the British Virgin Islands under the BVI
Business Companies Act, 2004 (as amended).
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CORPORATE STRUCTURE

The following chart sets forth the shareholding and group structure of the Issuer, as of 31 December 2022.

State-owned Assets Supervision and Administration Commission of the State Council (SASAC)

Note:

100%
v
China National Petroleum Corporation
(PRC)
(Guarantor)
100%
80.54%" A
100% 3 China Petroleum Hongkong
\ 4 (Holding) Limited
China Petroleum PetroChina Company Limited (Hong Kong)
Group Engineering (PRC)
Service Co., Ltd. (SHA: 601857; 0857.HK) 100%
(PRC) A
CNPC Global Capital Limited
(British Virgin Islands)
77.35% 17.91% 54.29% fren)
v v
CNPC Capital China Petroleum
Company Limited Engineering
(PRC) Corporation
(000617.SZ) (PRC)
(SHA: 600339)

(1)  The shareholding includes the 291,518,000 H Shares indirectly held by CNPC as of 31 December 2022 through Fairy
King Investments Limited, a wholly owned overseas subsidiary of CNPC.
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BUSINESS

OVERVIEW

CNPC

CNPC is one of China’s key SOEs under the direct supervision of the State-owned Assets Supervision and
Administration Commission of the State Council. The predecessor of CNPC was the Ministry of Petroleum
Industry of the PRC, which was founded in July 1955 and mandated to supervise the exploration and
development of oil and gas resources in China. In 1988, the PRC State Council dissolved the Ministry of
Petroleum Industry and established China National Petroleum and Natural Gas Corporation. On 27 July
1998, China National Petroleum and Natural Gas Corporation was reorganised as CNPC to become an
integrated group with businesses covering oil and gas upstream and downstream operations as well as
oilfield and engineering services.

CNPC is one of China’s primary oil and gas producers and suppliers. CNPC is China’s largest oil and gas
producer in terms of production volumes in 2022 and China’s largest natural gas transporter and seller in
terms of sales volume in 2022. CNPC is an international energy company integrating production, refining,
transportation, reserves and sales, with businesses covering (i) oil, gas and new energies, (ii) refining,
chemicals, marketing and new materials, (iii) support and services, and (iv) capital and finance. With oil
and gas operations in 32 overseas countries as of 31 December 2022, CNPC is seeking an even greater
international role. CNPC ranked fourth in the “Fortune Global 500 in 2022 in terms of revenues and
ranked second in the “Fortune China 500 in 2022 in terms of revenues. According to “Petroleum
Intelligence Weekly”, CNPC ranked third in 2022 among the world’s 50 largest oil companies and has
ranked as one of the top 10 oil companies for 22 consecutive years. CNPC conducts the following key

businesses:

Business Segments of CNPC

Oil, Gas and New Energies

CNPC is China’s largest oil and gas producer in terms of production volumes in 2022. In 2022, CNPC’s
global total production of crude oil and natural gas was 182.0 million tons and 177.2 billion cubic meters,
respectively. In 2022, CNPC’s production of crude oil and natural gas in China was 105.0 million tons and
145.5 billion cubic meters, respectively, accounting for approximately 51.3% and 66.8% of the total crude
oil and natural gas production of China in 2022, respectively. CNPC’s overseas exploration and production
activities have expanded to Central Asia-Russia, the Middle East, Africa, the Americas and Asia-Pacific.
In 2022, CNPC’s overseas crude oil and natural gas production accounted for approximately 42.3% and
17.9% of its total crude oil and natural gas production, respectively. CNPC is actively carrying out the
exploration of unconventional oil and gas resources, including shale oil and gas, tight gas and coal-bed

methane, as a substitute for or supplement to conventional resources.

CNPC has formed a strategic layout in relation to (i) the five major overseas oil and gas cooperation zones,
including Central Asia-Russia, the Middle East, Africa, the Americas and Asia-Pacific, and (ii) the four
major strategic oil and gas channels. As of 31 December 2022, CNPC has made oil and gas investment
in 32 countries around the world, covering oil and gas exploration, oil and gas production, pipeline
construction and operation, refining and chemicals, and asset management. In 2022, CNPC promoted the
steady operation of overseas oil and gas business, made a number of major discoveries in oil and gas
exploration, and maintained an equity production equivalent of 100 million tons for four consecutive

years.
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Refining, Chemicals, Marketing and New Materials

CNPC currently has many domestic companies engaged in the refining of crude oil and petroleum
products, as well as the production and marketing of petrochemical products, derivative chemical products
and other chemical products. By the end of 2022, CNPC operated a number of refineries in China
(including 14 refineries each with annual processing capacity above 10 million tons) with a total crude oil
processing capacity of approximately 224 million tons per annum. In 2022, CNPC’s production of refined
oil, lubricants and ethylene in China amounted to 106 million tons, 1.7 million tons and 7.4 million tons.
CNPC also produces and sells chemical products such as synthetic resin, synthetic fiber, synthetic rubber,
urea and synthetic ammonia.

CNPC markets natural gas and a wide range of refined oil products, including gasoline, diesel, kerosene
and lubricants, through an extensive network of sales personnel and independent distributors and a broad
wholesale and retail distribution system across China. As of 31 December 2022, CNPC marketed its
refined products through 22,655 service stations, which were owned and operated by CNPC or third
parties, and owned refined products storage facilities with a storage capacity of millions of cubic metres.
In 2022, CNPC sold more than 104 million tons of refined oil products in China and its overseas refined
oil sales amounted to approximately 68.5 million tons. CNPC is China’s largest natural gas transporter and
seller in terms of sales volume in 2022. With total external sales volume of 217.8 billion cubic metres in
China in 2022, CNPC accounted for over 61.8% of total natural gas sales volume in China in 2022. CNPC
sells natural gas primarily to industrial users, such as power generation companies, fertiliser and chemical
companies, and to commercial users and municipal utilities. By the end of 2022, CNPC had two LNG
terminals in Jiangsu and Tangshan with a total annual gasification and loading volume of 15.83 billion
cubic meters, and had 15 LNG plants in operation, with a total LNG processing volume of 2.78 billion
cubic meters.

CNPC trades many kinds of commodities, comprising crude oil, natural gas, refined oil and chemical
products, with many countries and regions by way of import and export, re-export, overseas commissioned
product processing, product mixture operations, warehousing, transportation, and retail and wholesale
operations, among others. CNPC operates three major oil and gas operation hubs in Singapore, London and
New York.

Support and Services

CNPC’s support and services include engineering technology services, engineering and construction,
petroleum equipment manufacturing, and capital and financial services, covering both domestic and
overseas markets. As of 31 December 2022, CNPC’s engineering technical service crews provided services
in more than 80 countries and regions and participated in the design and construction of large-scale oil and
petrochemical projects in many countries, and the petroleum equipment products manufactured by CNPC

have been exported to more than 80 countries and regions around the world.

Capital and Finance

CNPC has a complete set of financial licenses, with business operations covering in-house banking,
financial leasing, trust, insurance, insurance brokerage etc. Centered on industry finance services and
anchored to an industry-leading position, CNPC’s capital & finance business follows a problem-solving,
disciplined and innovative approach to bringing the alignment of financial services with production needs
and the collaboration between financial institutions to the next level. As green finance gained a strong
momentum, CNPC advanced on all fronts, especially in new energies, new materials and new

technologies.
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PetroChina

PetroChina is an integral and significant part of CNPC. It was established as a joint stock limited company
under the Company Law of the PRC on 5 November 1999 as part of a restructuring in which CNPC
transferred to PetroChina most of its assets and liabilities relating to its oil and gas exploration and
production, refining and chemicals, marketing, trading and natural gas and pipelines businesses. CNPC
retained the assets and liabilities relating to its remaining businesses and operations. The H shares of
PetroChina were listed on the Hong Kong Stock Exchange on 7 April 2000 (stock code: 857). The A shares
of PetroChina were listed on the Shanghai Stock Exchange on 5 November 2007 (stock code: 601857). As
of 31 December 2022, CNPC was the beneficial owner of 80.54% of the share capital of PetroChina,
including the 291,518,000 H Shares indirectly held by CNPC as of 31 December 2022 through Fairy King
Investments Limited, a wholly owned overseas subsidiary of CNPC. PetroChina accounted for
approximately 60.8% of CNPC’s total assets as of 31 December 2022 and 95.3% of CNPC’s revenues for
the year ended 31 December 2022, according to the audited consolidated financial statements of CNPC and
PetroChina prepared in accordance with PRC GAAP. In 2022, PetroChina ranked fourth in the “Oil & Gas
Operations” of the Global 2000 list (the world’s 2,000 largest public companies) by Forbes Magazine, and
in 2022, PetroChina ranked 12th in the S&P Global Platts Top 250 Global Energy Company Rankings. For
more information on PetroChina, see PetroChina’s announcements on the Hong Kong Stock Exchange.
PetroChina’s announcements on the Hong Kong Stock Exchange do not constitute part of this offering

circular.
The Issuer

The Issuer is a wholly owned subsidiary of China Petroleum HongKong (Holding) Limited (H'[Ef7 X
SRAF WA PR/ F]) and was incorporated with limited liability on 15 April 2020 in the British Virgin
Islands under the BVI Business Companies Act, 2004 (as amended). The Issuer will not conduct business
or any other activities other than the offering, sale or issuance of Indebtedness and the lending of the
proceeds thereof to any company controlled, directly or indirectly, by CNPC and any other activities in
connection therewith or related thereto. As of the date of this offering circular, the Issuer has no material
assets or revenues and has no outstanding borrowings or contingent liabilities other than the issuance of
1.350 per cent. bonds due 2025 and 2.000 per cent. bonds due 2030 with an outstanding principal amount
of US$900,000,000 and US$500,000,000 as of the date of this offering circular, respectively. The
registered address of the Issuer is at Ritter House, Wickhams Cay II, PO Box 3170, Road Town, Tortola
VG1110, British Virgin Islands.

COMPETITIVE STRENGTHS
CNPC believes that the following strengths have contributed to its strong competitive position:

CNPC is one of the world’s largest energy companies and one of the cornerstones of economic
development in China and beyond

CNPC is a leading integrated international energy company. In 2022, CNPC ranked the fourth in the
“Fortune Global 500 and the first place among all the oil companies in terms of revenues. It also ranked
third in Petroleum Intelligence Weekly’s 2022 list of the world’s 50 largest oil companies, and has ranked

as one of the top 10 oil companies for 22 consecutive years.
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CNPC was the largest producer of oil and natural gas in China in terms of production volumes in 2022.
In 2022, CNPC’s production of crude oil and natural gas in China was 105.0 million tons and 145.5 billion
cubic meters, respectively, accounting for approximately 51.3% and 66.8% of the total crude oil and
natural gas production of China in 2022, respectively. CNPC has the largest proven reserves of crude oil
and natural gas in China. As of 2022, CNPC’s domestic newly proven recoverable oil and gas reserves
have exceeded 600 million tons for 17 consecutive years and 400 billion cubic meters for 16 consecutive
years, respectively; CNPC’s domestic oil and gas exploration and development made new progress in 2022
with nine hundred-million-ton-level and nine hundred-billion-cubic-meter reserve areas discovered and
implemented, and 139.2 million tons of technically recoverable oil reserves and 335.4 billion cubic meters
of technically recoverable natural gas reserves were proven throughout the year. Crude oil production has
remained above 100 million tons for 25 consecutive years, and oil and gas equivalent production has
reached a record high. The development of CNPC’s overseas oil and gas business has achieved new
results, with an equity production equivalent of 102.3 million tons in 2022, stabilising production at more
than 100 million tons for the fourth consecutive year. In 2022, CNPC’s annual crude oil processing

capacity was 250 million tons, and its annual crude oil processing volume was 200 million tons.

CNPC supports a significant part of China’s national economy and plays an irreplaceable role in the
economic development of China. In 2022, CNPC’s revenue accounted for 2.7% of China’s GDP of
RMB121,021 billion, and the total tax amount paid by CNPC in China accounted for RMB530.5 billion.

CNPC is of strategic significance to safeguard China’s national energy security

CNPC is a wholly state-owned enterprise, and is also one of the 98 super-large-scale enterprises directly
controlled by SASAC. CNPC has obtained approval from the State Council to engage in the

state-authorised investments.

As an implementer of China’s energy strategy, CNPC has made continuous efforts in strengthening its
main oil and gas businesses and increasing investment in exploration and development in an effort to
enhance its ability to safeguard national energy security. Meanwhile, considering potential emergencies
and oil supply risks, CNPC has been entrusted by the PRC government to establish strategic petroleum
reserves, natural gas and product oil storages in coastal areas, so as to ensure oil supply and maintain the
market stability. Besides, CNPC is also solidly promoting reforms in key areas and deepening
market-oriented reforms of pricing mechanisms for refined oil products and natural gas as required by the
State. CNPC is also an active participant in China’s Belt and Road initiative, operating 51 oil and gas
cooperation projects in 19 countries along the Belt and Road route by the end of 2022 and achieving an
equity production equivalent of 84.9 million tons in 2022, which accounts for 83% of overseas oil and gas

equity production equivalent.

CNPC has an integrated business model, diversified sources of revenue and strong resilience

The strengths and overall benefits of CNPC’s four business segments in coordination, resource sharing and
integrated planning continued to build up. Oil and gas operations were running smoothly and efficiently
across the value chain. Main production indicators improved steadily, highlighting a number of major
breakthroughs and discoveries in oil and gas exploration, record-high domestic production, significant
breakthroughs in strategic planning, transformation and upgrading of the refining, chemicals and new
materials segment, an effective role of the support and services segment and in-depth industry-finance

integration.
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Through full participation in the industry value chain, CNPC has realised synergies between different
segments, optimised management efficiency, reduced costs and improved profitability. By adopting an
upstream-downstream integration model, CNPC has secured a stable and sustainable market for its
upstream exploration and production segment and a stable source of raw materials for the downstream
refining and chemicals segment, so as to mitigate the supply and demand risk and the price fluctuations

risk and enhance CNPC’s overall resilience.

Leveraging the dominance in the domestic market, CNPC has actively explored overseas markets, and
achieved an overall coordinated development in the areas of overseas oil and gas investment, international
engineering and technical services, and international trade. Following the trend of globalisation in the
energy sector, CNPC’s international footprint provides it with access to sustainable oil and gas resources
and stable markets, and improves its long-term competitiveness and resilience, securing a sustainable

development.

CNPC carries out an innovation-driven development strategy to enhance its core competitiveness

Striving for technology-based corporate growth, CNPC gives more prominence to research and
development, and put innovation on the top of our “Five Strategies”. In line with the national strategy of
innovation-driven development, CNPC has built up its innovative capacity on all fronts and fostered new
growth engines for high-quality development, focusing on technological independence and taking
innovation as the core driver of growth. CNPC continues to deepen the reform of the framework for
innovation governance, strengthen top-level design and overall planning and improve the technological

innovation management system to enhance the ability of independent innovation.

As of 31 December 2022, CNPC operated a total of 95 scientific research institutions, 14 scientific and
technological innovation platforms at the national level and 56 key laboratories and experimental bases at
the enterprise level, and it has approximately 30,000 research and development staff and 23 research and
development centers. In 2022, CNPC invested RMB27.5 billion in research and development, accounting
for 0.8% of its revenue.

In 2022, CNPC made important progress in major theories, key core technologies, independent research
and development of equipment, construction of demonstration projects and other aspects. In particular,
CNPC led the formulation of six international standards and the revision of two international standards,
applied for 6,862 domestic and foreign patents, obtained 2,625 authorised patents and received three silver
prizes and five excellence prizes in the 23rd China Patent Awards. CNPC has deeply integrated
information technologies with its production and operation, actively promoting the informatisation in
respect of digital oil fields, intelligent refineries, and intelligent pipelines. These technologies provide
great support for CNPC’s sustained, effective, rapid and coordinated development, and have further
enhanced its leading advantage in the oil and gas exploration and development.

CNPC takes an active approach to bring about digitalization and intelligent development, with a special
focus on smart technologies and product innovation. CNPC has embedded digital technology into our
products, services and processes along the oil and gas value chains and integrated the Internet, cloud
computing, big data and artificial intelligence with our business operations. CNPC strives to promote
intelligent oil and gas fields, intelligent refining and petrochemical production, intelligent marketing and
intelligent oilfield services, to create new businesses, new operations and new business models that are an
integral part of a “Digital CNPC”. In various areas, 34 technical research achievements and more than 90
business algorithm models have been made, along with 105 software and hardware products developed and
applied in 9 pilot companies and a total of 64 patent applications filed.
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CNPC accelerates green transformation and low-carbon strategies to promote sustainable

development

CNPC has incorporated green and low-carbon development into the Company’s strategy, mapped out a
three-step approach of “clean alternative, strategic replacement and green transition”, and set out the
timetable and roadmap for carbon peak and carbon neutrality with a strong commitment to green
development. The Company has embarked on the CNPC green development path to support the
development of fossil fuels and new energies in a coordinated way, bolster clean production and

environmental protection, and promote green finance and green trade.

CNPC adheres to the mission of “pursuing green development and providing reliable energy to fuel our
customers’ growth and power people’s happy life”, and from a strategic viewpoint, CNPC has committed
to providing high quality, clean and efficient energy, protecting the environment, conserving energy and
reducing emission so as to achieve a sustainable development. CNPC has also committed to the principle
of “people-oriented, quality-utmost, safety-first, environment-prioritised” to achieve the goal of “zero
accident, zero injury, zero pollution and zero defect” and conducts responsible production operations.
CNPC maintains a strong commitment to aligning its business growth with the sustainable development
of the local communities where it operates, with a focus on bolstering people’s livelihood and social
progress, reaching out to the local communities in various forms. CNPC pays attention to people’s
livelihood and social progress, and strives for harmonious relationship between energy and the

environment, as well as enterprise and the community.

CNPC has established experienced management team to promote the modernization of corporate
governance system and capabilities

CNPC has a good corporate governance structure featuring clear authority and liabilities, distinct
functions, and separation of powers between the board of directors and the management. CNPC has also
established an effective internal control and risk management system comprised of the board of directors,
the audit and risk management committee, the legal and corporate reform department, and other functional
departments, business segments and affiliated enterprises and institutions. Based on the actual operation
situation, CNPC is continuously optimising the corporate governance structure and the control model,
adjusting and improving the business management system, promoting and perfecting its modern enterprise

system and actively creating a good business environment.

CNPC continues to modernise governance system and capabilities, and has fulfilled all tasks in the
three-year action plan for SOE reform, which brought its efficiency and performance to a new level. Four
major business segments maintain efficient and coordinated operations. Overseas business concludes
optimisation and adjustment of management mechanism. New entities for new energies, new materials,
and equipment manufacturing have been established in succession. Emphasising value creation as well as

efficiency and quality improvement, CNPC enjoys a notable elevation in development quality.

The members of CNPC’s senior management team have over 30 years’ experience in relevant industries
on average. CNPC is committed to build a management team with rich experience, innovative spirit and

international vision.
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CNPC maintains low leverage, sufficient liquidity and achieved continued improvement in
profitability

When confronted with the complex and severe situation of fluctuations in oil prices, intensified
competition in the domestic oil and gas market and rise of risks and challenges, CNPC has proactively
initiated campaigns of expanding income sources, cutting expense, lowering costs and improving
efficiency. CNPC also strengthens its investment control and structure optimisation, innovate its capital
operation, enhance its organisational management of production and operation, and effectively controls
costs and expenses. CNPC has a good financial management and debt management system. Despite the
backdrop of drastic market changes, it maintains good financial performance and various debt-related

indicators remain healthy.

In 2022, CNPC has strengthened source control of investment costs and refined production and operation
management. Its financial situation is generally stable, its main production indicators have grown steadily,
it has achieved significant results in improving quality and efficiency and managing losses, and it has
made substantial progress in corporate reform and technological innovation. CNPC achieved operating
revenues of RMB3.4 trillion, total profit of RMB266.9 billion, and net profit of RMB180.4 billion in 2022.
The total debt/EBITDA ratio is 0.9, the total debt/total capitalisation ratio is 16.7%, and the interest
coverage ratio is 24.2, and CNPC continues to maintain good performance of low leverage, sufficient

liquidity and continued improvement in profitability.

STRATEGIES

CNPC’s goal is to become a leading world class integrated energy corporation. To achieve this goal, CNPC
has five major strategies: innovation-driven development, sustainable acquisition and supply of resources,
enhancement of market competitiveness, internationalisation and globalisation, and green transformation

and low-carbon development.

Innovation-driven development strategy: Based on self-reliance of high-level science and technology,
CNPC takes innovation as the first driving force for development, promote comprehensive innovation with
scientific and technological innovation as the core, deploy innovation chains around the industrial chain,
rely on innovation chains to enhance the value chain, and comprehensively enhance independent
innovation capabilities, accelerate the breakthrough of bottleneck constraints, seize the commanding
heights of future competition, and build national strategic scientific and technological strength and energy

and chemical innovation highlands.

Sustainable acquisition and supply of resources: CNPC puts more emphasis on low-cost, diversified and
sustainable acquisition and supply of resources. CNPC efficiently develops domestic oil and gas resources,
introduces overseas resources through multiple channels, actively deploys non-fossil energy. CNPC insists
on talents as the first resource, and coordinates land, capital, technology, data and other resources used to

enhance the value of resources and consolidate the material foundation for development.

Enhancement of market competitiveness: CNPC gives full play to the decisive role of the market in
resource allocation, adheres to market orientation and customer first, investigates the market in advance,
actively responds to the market, vigorously develops the market, actively leads the market, coordinates
both domestic and international markets, accelerates the construction of a modern marketing system, and

always grasps the initiative in market competition.
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Internationalisation and globalisation strategy: CNPC optimises and adjusts the strategic layout of
international cooperation in the main business, strengthens international business operations, capital
operations and global resource allocation, accelerates the internationalisation of concepts, management,
technology, standards and talents, deeply participates in global energy governance, continuously improves
international operating capabilities and industry influence, and promote the construction of a community

of interests in energy cooperation.

Green transformation and low-carbon development: CNPC continues to increase the proportion of
low-carbon and zero-carbon energy, accelerate the development of clean production and green
environmental protection industries, build a low-carbon energy supply system, regard energy conservation
as the first energy source, strengthen the conservation and utilisation of energy resources and efficiency
improvement, and actively Explore new low-carbon business models, form green competitive advantages,

and promote green and low-carbon transformation.
RECENT DEVELOPMENTS

On 31 October 2023, CNPC announced its unaudited consolidated financial results for the nine months
ended 30 September 2023 on the website of Shanghai Clearing House (_ {5 % J)T). According to CNPC’s
announcement, CNPC’s consolidated operating revenue was RMB2,352.8 billion for the nine months
ended 30 September 2023, representing a decrease of 8.1% as compared to the same period in 2022. CNPC
reported a net profit of RMB146.2 billion for the nine months ended 30 September 2023, as compared to
a net profit of RMB135.7 billion for the same period in 2022. The decrease in operating revenue was
primarily due to the decrease of sales revenues as a result of the decline in prices of crude oil, natural gas

and related products.

On 31 October 2023, PetroChina announced its unaudited financial results for the nine months ended 30
September 2023. According to PetroChina’s announcement, when published, PetroChina witnessed a
decrease of 7.1% in operating revenue from RMB2,455.4 billion to RMB2,282.1 billion, and an increase
of 9.8% in net profit attributable to shareholders of PetroChina from RMB119.9 billion to RMB131.7
billion, for the nine months ended 30 September 2023 as compared to the same period in 2022, due to the
combined impact of the decline in prices of crude oil, natural gas and related products and the increase

in their sales volume.

The September 2023 Unaudited Financial Information has not been subject to an audit or review and
should not be relied upon by investors to provide the same quality of information associated with
information that has been subject to an audit or review. Such financial information, similar to any
previously published unaudited and unreviewed financial information, could be adjusted if audited or
reviewed. Accordingly, other than the discussion contained herein, the September 2023 Unaudited
Financial Information is not part of this offering circular. Furthermore, the September 2023 Unaudited
Financial Information should not be taken as an indication of the expected financial condition, results of
operations and results of CNPC for the full year ending 31 December 2023. Potential investors are advised
to exercise caution when using such data to evaluate CNPC’s financial condition and results of operations,

and should not place undue reliance upon such data.
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OUR BUSINESS

Oil, Gas and New Energies

CNPC is China’s largest oil and gas producer in terms of production volumes in 2022. The predecessor
of CNPC started exploration and production operations in China in the 1950s. CNPC is authorised to
cooperate with foreign oil companies to jointly explore and develop certain oil and gas fields in China.
In 2022, CNPC’s production of crude oil and natural gas in China accounted for approximately 51.3% and
66.8% of the total crude oil and natural gas production of China in 2022, respectively.

A substantial majority of CNPC’s total estimated proved crude oil and natural gas reserves are located in
China, principally in northeastern, northern, northwestern and southwestern China. CNPC’s main proved
crude oil reserves are in the Songliao basin, which is located in Heilongjiang and Jilin provinces in
northeastern China, the Bohai Bay, which is located in northern China, and the Erdos basin, which is
located in northern and northwestern China. CNPC’s main proved natural gas reserves are generally
concentrated in northwestern and southwestern China, specifically in the Erdos, Tarim and Sichuan basins.
CNPC'’s key oil regions in the Songliao basin include the Daqing and Jilin oil regions. The crude oil
production in the Daqing oil region accounted for approximately 28.6% of CNPC’s total domestic crude
oil production in 2022. CNPC’s key oil regions in the Bohai Bay basin include the Liaohe, Dagang, Huabei
and Jidong oil regions. CNPC’s key oil and gas region in the Erdos basin is the Changqing oil and gas
region. In 2022, CNPC’s production of crude oil and natural gas in China was 105.0 million tons and 145.5

billion cubic meters, respectively.

In 2022, CNPC posted four strategic breakthroughs and 15 major discoveries and identified nine
hundred-million-ton and nine hundred-billion-cubic-meter reserve areas. Domestically, newly proven oil

in place totaled 862.2 million tons and newly proven gas in place stood at 684.5 billion cubic meters.

CNPC'’s overseas exploration and production activities have expanded to Central Asia-Russia, the Middle
East, Africa, the Americas and Asia-Pacific. In 2022, CNPC’s overseas crude oil and natural gas
production amounted to 77.0 million tons and 31.8 billion cubic meters, respectively, accounting for

approximately 42.3% and 17.9% of CNPC’s total crude oil and natural gas production, respectively.

Domestic Exploration and Production

Since 1950s, the predecessor of CNPC has adopted exploration and recovery technologies and customized
methodologies for the specific geological conditions in China. CNPC currently conducts exploration and
development in both China and overseas regions. CNPC believes that it has more extensive experience in
the exploration and development of onshore crude oil and natural gas than any of its major competitors

in China.
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As of 2022, CNPC’s domestic newly proven recoverable oil and gas reserves have exceeded 600 million
tons for 17 consecutive years and 400 billion cubic meters for 16 consecutive years, respectively. The
following table sets forth CNPC’s reserves and operating data (domestic) as of 31 December 2020, 2021
and 2022.

Year Ended 31 December

2020 2021 2022
Newly proven oil in place (mmt). .. ............. 872.5 1,045.3 862.2
Newly proven gas in place (bcm) ............... 648.3 1,095.1 684.5
2D seismic (km). .. ..... ... ... ... ... . ... .. 7,431 7,264 8,618
3D seismic (sq km). . . ... .. L oo 15,815 14,379 20,236
Exploratory wells . . .. ....... .. .. .. .. .. ...... 1,658 1,496 1,325
Preliminary prospecting wells ... ............. 882 776 658
Appraisal wells. . . ... ... ... L L L L 776 720 667

The following table sets forth CNPC’s historical crude oil and natural gas production for the periods

indicated.

Year Ended 31 December

2020 2021 2022
Crude oil production
Total production (million tons). .. ............. 178.6 179.4 182.0
Domestic production (million tons). .. ........ 102.3 103.1 105.0
Overseas production (million tons) .. ......... 76.4 76.3 77.0
Natural gas production
Total production (billion cubic meters).......... 160.4 169.2 177.2
Domestic production (billion cubic meters) . . . . . 130.6 137.8 145.5
Overseas production (billion cubic meters) . . . .. 29.8 31.5 31.8

The following are brief descriptions of CNPC’s several key oil and gas regions located in China.

Daging Oil Region

The Daqing oil region, CNPC’s largest oil and gas producing field, is located in the Songliao basin and
covers an area of approximately one million acres. In 2022, CNPC’s daily average crude oil production
in the Daqing oil region was 30.0 million tons, achieving stable production of 30 million tons for eight
consecutive years. Daqing oil region has maintained a good development trend of stable oil and gas growth
in 2022, with oil and gas production equivalents remaining above 40 million tons for 20 consecutive years
and natural gas production in 2022 exceeding 5.5 billion cubic meters.

Crude oil in the Daqing oil region has low sulphur and high paraffin content. As many refineries in China,
particularly those in northeastern China, are configured to refine Daqing crude oil, CNPC has a stable

market for the crude oil it produces in the Daqing oil region.
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Changqing Oil and Gas Region

In the early 1990s, CNPC discovered the Changqing oil and gas region. The Changqing oil and gas region
straddles across Shaanxi, Gansu, Ningxia, Inner Mongolia and Shanxi provinces. In 2022, CNPC’s crude
oil production in the Changqing oil and gas region was 25.7 million tons, and 50.7 billion cubic meters
of natural gas was produced in the Changqing oil and gas region, and the annual oil and gas production

equivalent exceeded 65 million tons.

The pace of resource conversion has been accelerated in Changqing oil and gas region. In 2022, four
billion-ton-level and four trillion-cubic-meter-scale oil and gas areas have been discovered. The
cumulative proven oil and gas reserves account for one third of China’s total reserves. CNPC has
developed original geological theories for rapid acquisition of oil and gas resources through independent
innovation, as well as key core technologies such as three-dimensional seismic in the Loess Plateau,
ultra-fast drilling of horizontal wells, and factory-scale volume fracturing, CNPC have created a miracle

in the efficient development of unconventional oil and gas fields in China.

The Sulige gas field in the Changqing oil and gas region, which was discovered by CNPC in January 2001,
is a large gas field with proven reserves of over one trillion cubic meters, an exploration area of 60,000
square kilometers and total resources of 5.5 trillion cubic meters. The natural gas production volume of
the Sulige gas field in 2022 has exceeded 30 billion cubic meters, accounting for approximately 58% of

China’s total onshore tight gas production.

Xinjiang Oil Region

The Xinjiang oil region is one of CNPC’s four largest domestic crude oil producing fields and is located
in the Junggar basin in northwestern China. CNPC commenced its operations in the Xinjiang oil region

in 1951. The Xinjiang oil region covers a total area of approximately 900,000 acres.

In 2022, CNPC’s Xinjiang oil region produced 14.4 million tons of crude oil and 3.8 billion cubic meters
of natural gas. The oil and gas production equivalent reached 17.5 million tons, a year-on-year increase

of one million tons, achieving million-level leap for four consecutive years.

Tarim Oil and Gas Region

The Tarim oil and gas region is located in the Tarim basin in northwestern China with a total area of
approximately 590,000 acres. In 1998, CNPC discovered the Kela 2 natural gas field in the Tarim oil and
gas region. In 2022, the oil and gas production in the Tarim oil and gas region reached 3.1 million tons,
and natural gas production was 32.3 billion cubic meters. The annual oil and gas production equivalent
reached 33.1 million tons, increasing by more than one million tons for six consecutive years. CNPC has
delivered natural gas in the Tarim oil and gas region to the central and eastern regions of China where there

is strong demand for natural gas.
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Chuanyu Gas Region

CNPC began natural gas exploration and production in the Chuanyu gas region in the 1950s. The Chuanyu

gas region covers a total area of approximately 2.3 million acres.

In 2022, CNPC produced 38.3 billion cubic meters of natural gas in the Chuanyu gas region, reaching a

new level of oil and gas equivalent production of 30 million tons.

Overseas 0il and Gas Operations

CNPC started its overseas oil and gas operations in 1993 by participating in the cooperation project in
Peru, Block 6/7 of Talara. In 1999, CNPC started its overseas oil and gas operations under the “Go Out
Policy”. CNPC'’s international operation is an integral and strategic part of its overall business. After
decades of development, CNPC has formed a strategic layout of the five major overseas oil and gas
cooperation zones (including Central Asia-Russia, the Middle East, Africa, the Americas and
Asia-Pacific), the four major strategic oil and gas channels and the three major oil and gas operation hubs,
establishing a complete industrial chain with oil and gas exploration and development as the core and
refining and chemical industry and oil product sales integrated for a diversified oil and gas supply pattern.
CNPC'’s oil and gas business operation outside China is focused on oil and gas exploration, oil and gas

production, pipeline construction and operation, refining and chemicals, and assets management.

In 2022, CNPC continued to bolster its global operations and a number of major breakthroughs in
exploration and production activities were achieved with overseas equity oil and gas outputs staying at 100
million tons of oil equivalent for four consecutive years. By the end of 2022, CNPC’s global oil and gas
business covered 32 countries and regions around the world. In 2022, a world-class giant oilfield was
taking shape in Alam, Brazil; two 100-million-ton hydrocarbon accumulations were identified in Chad and
Niger, and CNPC’s overseas equity production reached 102.3 million tons of oil equivalent, including 77.0
million tons of crude oil and 31.8 billion cubic meters of natural gas, accounting for approximately 42.3%

and 17.9% of CNPC'’s total crude oil and natural gas production, respectively.

CNPC’s overseas pipelines maintained safe and stable operation in 2022. The transnational routes in
northwest and southwest delivered 21.3 million tons of crude oil and 51 billion cubic meters of natural gas
throughout the year. The Niger-Benin Crude Pipeline construction progressed well with the laying of its
undersea pipelines completed. The 15-billion-cubic-meter expansion project of the Kazakhstan South
Natural Gas Pipeline was put into operation ahead of schedule, and the Chad Phase II debottlenecking

project became operational as scheduled.

The production and operation of CNPC’s overseas refining and chemicals projects remained steady and
orderly, processing 38.6 million tons of crude oil throughout the year. The refinery in Niger completed an
overhaul, and the Shymkent refinery in Kazakhstan streamlined its governance structure to ensure smooth

operation.
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Natural Gas Sales

CNPC is China’s largest natural gas seller in terms of sales volume. CNPC sells natural gas primarily to
industrial users, such as power generation companies, fertiliser and chemical companies, and to
commercial users and municipal utilities. In 2022, 196 new projects were put into operation, and
marketing efforts targeting end users were stepped up, adding about 0.87 million new end users throughout
the year. As of 31 December 2022, CNPC supplied natural gas to customers in 31 provinces, municipalities
and autonomous regions in China and Hong Kong, with the full-year terminal sales totaled 49.6 billion
cubic meters. With total external sales volume of 217.8 billion cubic metres in China in 2022, CNPC
accounted for over 61.8% of total natural gas sales volume in China. The proportion of CNPC’s domestic
natural gas production in its domestic oil and gas production equivalent increased from 36.6% in 2012 to
52.5% in 2022

New Energies

CNPC has incorporated green and low-carbon development into its development strategy, formulated a
roadmap for achieving carbon peak and carbon neutrality, and set out a three-step approach to “Clean
Alternative, Strategic Replacement and Green Development”, making new energies part of its core
operations. The business plans for new energies have been developed to facilitate the shift to an integrated

energy company across oil, gas, thermal energy, electricity and hydrogen.

Hydrogen energy: Tapping into the hydrogen energy business, CNPC’s high-purity hydrogen capacity
increased by 1,500 tons per year in 2022, with the total high-purity hydrogen capacity reaching 3,000 tons
per year. In 2022, 23 hydrogen refueling stations and integrated energy service stations were completed.

Geothermal energy: In 2022, the coverage of geothermal heating increased by 10.1 million square meters,
with the total area of geothermal heating reaching 25 million square meters, replacing 570,000 tons of

standard coal annually.

Wind and solar power generation: In 2022, CNPC received a 10.2 million-kilowatt approval for clean
power generation as the total installed capacity exceeded 1.4 million kw. A 300,000-kw grid-connected
photovoltaic power plant in Yumen Oilfield was near completion and the Xinghuo Floating Photovoltaic
Demonstration Project in Daqing Oilfield was connected to the grid. CNPC also worked with State Power

Investment Corporation in signing a 900,000-kw offshore wind power project in Guangxi.

Oilfield Services

With well-trained service teams equipped with sophisticated and specialised techniques and skills, CNPC
provides a number of oilfield services including geophysical prospecting, drilling, well logging, mud
logging, downhole operation and offshore engineering services. CNPC’s oilfield services provided a
strong support for adding reserves and bolstering production under the guidance on safety, compliance,
efficiency and profitability and in line with the strategy of “innovation, market orientation, cost-
effectiveness and integration”. As of 31 December 2022, CNPC had engineering technical service crews
providing services in more than 80 countries and regions. In 2022, CNPC obtained 38,000 kilometres of
two-dimensional seismic data and 80,000 square kilometres of three-dimensional seismic data. For the
same period, CNPC’s well logging amounted to approximately 99,460 well-times and its downhole

operations amounted to approximately 106,844 well-times.
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The table below sets forth the information regarding oilfield services operations.

Year Ended 31 December

2020 2021 2022

Geophysical prospecting

2D seismic data acquired (kilometres) .......... 18,027 34,565 37,837

3D seismic data acquired (square kilometres) . . . . . 85,443 86,496 80,376
Drilling

Wells completed . . ............ ... .. .. ..... 11,117 12,019 12,440

Drilling footage (ten thousand metres) . ......... 2,595 2,860 3,147
Well logging

Well logging operations (well-time) .. .......... 81,702 88,017 99,460
Mud logging

Mud logging operations. . .. ................. 10,359 10,334 11,241
Downhole operations

Downhole operations (well-time) . .. ........... 114,185 121,330 106,844

Formation test (layers). . .................... 9,805 11,291 12,256
Offshore engineering

Offshore drilling footage (meters) ............. 301,100 217,000 309,000

Refining, Chemicals, Marketing and New Materials

CNPC currently has many domestic companies engaged in the refining of crude oil and petroleum
products, as well as the production and marketing of basic petrochemical products, derivative chemical
products and other chemical products. CNPC currently operates a number of refineries in China (including
eight large-scale refining and chemical integrated enterprises and 14 refineries with an annual processing
capacity above 10 million tons each) with a total crude oil processing capacity of approximately 224
million tons per annum. CNPC launched a number of key projects under its transformation and upgrading

initiatives for refining and chemicals operations and achieved significant progress in recent years.

Refining and Chemicals

CNPC produces a wide range of refined products at its refineries. Some of the refined products are for its

internal consumption and used as feedstock for its petrochemical production.

Most of CNPC’s domestic refineries are strategically located close to its crude oil production and storage
bases, along its crude oil and refined oil products pipelines and/or railways, which provide its refineries
with secure supplies of crude oil and facilitate its distribution of refined products to the domestic markets.
In 2022, CNPC further improved its production processes and increased its refinery capacity. In 2022,
CNPC'’s refinery yield was 64.1%, with a year-on-year decrease of 1.2 percentage points. Sixteen of the

28 key technical and economic indicators for CNPC’s refineries improved from a year earlier.
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The table below sets forth CNPC’s certain refining and chemicals operating data (domestic).

Year Ended 31 December

Refining and chemicals operating data (Domestic) 2020 2021 2022

Refined products output (million tons). . .......... 107.2 108.9 105.7
Gasoline (million tons) ... .................. 46.3 49.4 43.5
Kerosene (million tons) . . . .................. 10.2 11.3 8.6
Diesel (million tons) . .. .................... 50.7 48.3 53.7

Most of CNPC’s chemical plants are in close proximity to its refineries and are also connected with the
refineries by pipelines, providing additional production flexibility and opportunities for cost
competitiveness. CNPC’s exploration and production supply substantially all of the hydrocarbon feedstock
requirements for its chemicals operations. CNPC believes that the proximity of its refineries to its
chemical plants promotes efficiency in production, secures feedstock supply and minimises the risk of
production interruption. CNPC’s production capacity and its market share in China for chemical products
allow it to solidify its dominant position in the northern and western regions of China. In addition, its
stable customer base in the eastern and southern regions of China provides it with the opportunity to
expand its market share in these regions.

The table below sets forth the production volumes of CNPC’s principal chemical products for the periods

indicated.
Year Ended 31 December
Products 2020 2021 2022
(thousand tons)

Ethylene. . . ... ... .. .. . 6,345 6,713 7,419
Synthetic resin . . ......... ... ... ... .. 10,287 10,903 11,620
Synthetic fibre . ... ... .. ... 25 22 33
Synthetic rubber. . . . ... ... L L Lo 1,001 1,044 1,044
Urea . ... 2,163 2,422 2,549

CNPC'’s chemical products are distributed to a number of industries that manufacture components used in
a wide range of applications, including automotive, construction, electronics, medical manufacturing,
printing, electrical appliances, household products, insulation, packaging, paper, textile, paint, footwear,
agriculture and furniture industries.

Development and Application of New Materials

CNPC continues to increase its efforts in the planning, research and development and capacity ramp-up
for new materials. CNPC’s full-year production of new materials in 2022 was 855,000 tons, with a
year-on-year increase of 56.3%. Medical-grade polyolefin, solution styrene-butadiene rubber (SSBR) and
cathode coke etc. are ready for commercial production, marking significant progress in CNPC’s new
materials business.

Fast-paced construction of new materials bases for CNPC has been witnessed by the construction of an
ethylene plant with a capacity of 1.2 million tons/year in 2022 as part of CNPC’s transformation and
upgrading process to increase the production of high-value chemical products and new materials such as
ABS and ethylene-propylene rubber. Moreover, the construction of an integrated refining-petrochemical
complex kicked off in 2022 to facilitate the upgrading of CNPC’s SSBR products.
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Marketing and Sales

CNPC engages in the marketing of refined oil and chemical products through regional sales and
distribution branches in China. These operations include the transportation and storage of the refined
products, and the wholesale, retail and export of gasoline, diesel, kerosene, lubricant, paraffin, asphalt and
other refined products. As of 31 December 2022, CNPC marketed its refined products through 22,655
service stations, which were owned and operated by CNPC or third parties, and owned refined products
storage with a great storage capacity. In 2022, a total of 177 service stations were built throughout the
year; 204 new service stations, 23 hydrogen refueling stations (integrated energy service stations) were
completed and 280 battery swap station became operational.

In order to adapt to changes in market condition and customer demand, CNPC has enhanced integrated
marketing for refined products, fuel cards, non-fuel business, lubricants and gas, and enhanced marketing
through internet and carried out various promotion activities. CNPC’s non-fuel business is centred on a
targeted, professional and refined approach to the management of convenience stores. By the end of 2022,
there were 20,600 uSmile convenience stores, and more than 200 million real name Kunlun refueling cards
were issued. CNPC improved customer engagement in a “product + service + refueling card + fuel” model,
and achieved sales revenue from non-fuel products totaled RMB27.8 billion from convenience stores in
2022.

As internet, big data and cloud computing technologies evolve rapidly, CNPC has pushed ahead with the
Service Station 3.0 initiative which is aimed at creating the “People + Car + Lifestyle” ecosystem based
on the concept of “Service Station + Internet + N”. In 2022, CNPC continued to strengthen the integration
of online and offline businesses and launched its mobile payment of fuel cards. CNPC established its first
“People + Car + Lifestyle” one-stop service station, which is intended to provide better services to
customers. CNPC also gave full play to the CNPC e-Chemicals platform to promote digital marketing.

In the Brand Ranking of China Customer Satisfaction Index published by Chnbrand, CNPC has been
leading for many consecutive years in terms of the customer loyalty, the overall satisfaction and the

satisfaction with respect to products, services and brands.

International Trade

CNPC is an active player in the global oil market through building a relatively competitive trading
mechanism. CNPC trades many kinds of commodities, comprising crude oil, natural gas, refined oil and
chemical products across many countries and regions by way of import and export, re-export, overseas
commissioned product processing, product mixture operations, warehousing, transportation, and retail and
wholesale operations, among others. CNPC’s three international operation hubs in Singapore, London and
New York continued to improve operation management and enjoyed an increased presence in the
international markets. In 2022, CNPC posted a trade volume of 430 million tons and sales revenue of
US$323.9 billion, covering more than 120 countries and regions around the world.
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Support and Services

Engineering and Construction

CNPC’s engineering and construction businesses consist of oil and gas field surface engineering, storage
and transportation, refining and chemicals engineering, new energies and new materials, and overseas
market development. With a large number of oil engineering and construction team members, CNPC is
capable of carrying out construction operations under extreme geological and climate conditions in
swamps, jungles and deserts. CNPC provides full value chain services to domestic and overseas customers,
including engineering consulting, project management, survey, design, procurement, construction,
installation, test operation, start-up, production services, operation and maintenance, non-destructive
testing services as well as engineering technology development and research in connection with
engineering projects of oil and gas field development, oil and gas transportation, refining and chemical
engineering, environment, textiles and chemical fibres, etc. By the end of 2022, CNPC performed 81 major
projects in oil and gas field surface engineering, refining and petrochemicals and storage & transportation
at home and abroad. China Petroleum Engineering Corporation ranked No. 3 on the Engineering
News-Record’s Top 10 Global Oil and Gas Contractors list, No. 30 on the Engineering News-Record’s Top
250 Global Contractors (measured by revenue generated globally) in 2022.

Petroleum Equipment Manufacturing

CNPC has many specialised equipment manufacturing companies with well-established quality control
systems and ISO 9000, ISO14000 and ISO10012 certifications. Its petroleum equipment manufacturing
business covers geophysical prospecting, drilling, well logging, oil recovery, steel tubing, refining and
chemical processing, and offshore petroleum production, with eight categories of products certified by

American Petroleum Institute. In 2009, CNPC launched its proprietary “CNPC Equipment” brand.

CNPC adheres to the direction of “high-end, intelligent and green” development, deepens the reform of
the system and mechanism, established the equipment manufacturing department, strengthens the
professional management and integrated planning of equipment manufacturing, promotes the key core
technology research and intelligent development of digital transformation, and promotes the construction
of a “domestically leading and internationally top-rated” service provider in equipment manufacturing.
CNPC'’s supply chain and marketing network continued to grow with overseas branches in Central Asia,
Latin America, the Middle East, Africa, Asia Pacific and other international oil and gas productions
regions. By the end of 2022, CNPC sold petroleum equipment to more than 80 countries and regions
around the world.

Capital and Finance

CNPC has a complete set of financial licenses, with business operations covering in-house banking,
financial leasing, trust, insurance, insurance brokerage etc. Centered on industry finance services and
anchored to an industry-leading position, CNPC’s capital & finance business follows a problem-solving,
disciplined and innovative approach to bringing the alignment of financial services with production needs
and the collaboration between financial institutions to the next level. As green finance gained a strong
momentum, CNPC advanced on all fronts, especially in new energies, new materials and new

technologies.
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CNPC’s capital and financial service arm, CNPC Capital, provides services of settlement and cash
management, loan and credit, funding and financing, foreign exchange and derivatives transactions, and
securities investment and other related services. CNPC Capital, a subsidiary of CNPC that is listed on
Shanghai Stock Exchange is crucial to CNPC’s financial services segment. CNPC Capital is a non-bank
financial institution approved by the People’s Bank of China to provide financial management and
diversified financial services for CNPC and its group companies. CNPC engages in financial leasing, trust,
insurance, insurance brokerage and securities business through various subsidiaries or affiliates. In 2022,
CNPC Capital leveraged its full set of financial licenses to push for ever stronger industry-finance
integration. A number of new businesses were launched as a result, such as green financial leasing and

specialty insurance products for new energies.

CNPC has adopted a regional coordination mechanism to align financial services with production needs
in innovative forms and at a deeper level. Green financing has remained a priority for CNPC. Financial

resources were directed into the green industry to boost the development of cleaner energy sources.

CNPC has maintained excellent control and management of financial risks. CNPC Capital’s non-

performing asset ratio stands at a very low level and no significant risk events were reported in 2022.

PRICING MECHANISM

For information about the pricing mechanism of CNPC’s crude oil, refined and chemical products and

natural gas, see “Summary of Relevant PRC Laws and Regulations.”

PROPERTY

CNPC owns land use rights, buildings, service stations and other properties across China. CNPC’s
corporate headquarters are located at 9 Dongzhimen North Street, Dongcheng District, Beijing, 100007,
PRC.

EMPLOYEES

As of 31 December 2022, CNPC had approximately 1.1 million employees. Its employees participate in
various basic social insurance plans organised by municipal and provincial governments whereby CNPC
is required to make monthly contributions to these plans at certain rates of the employees’ salary as

stipulated by relevant local regulations.

As aresult of CNPC’s continuous efforts to focus on its employees, ensure a fair working environment and
comply with various labour and social welfare laws and regulations, CNPC and its subsidiaries have not
experienced any strikes, work stoppages, labour disputes or actions that have had a material adverse effect
on the operation of any of their respective businesses as of 31 December 2022. CNPC believes that it and

its subsidiaries maintain good relationships with their respective employees.

RISK MANAGEMENT

CNPC is exposed to a variety of risks as it is engaged in the oil and gas, financial and other business
operations. CNPC’s goal in risk management is to ensure that it understands, measures, monitors and
mitigates the various risks that arise in connection with its operations.
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Prices of crude oil and natural gas products are affected by a wide range of global and domestic factors
which are beyond the control of CNPC. As a result, the market prices of a number of petrochemical
products tend to vary along with crude oil prices. The fluctuations in such prices may have favourable or
unfavourable impacts on CNPC. CNPC uses derivative financial instruments, including commodity

futures, commodity swaps and commodity options, to hedge some price risks efficiently.

In addition to financial instruments for managing price risks, CNPC has established an integrated risk
management system through which it seeks to manage its risks. Policies and guidelines have been
developed to identify, analyse, appraise and monitor the changing risks that CNPC faces. CNPC has
established a Risk Management Committee to supervise the overall risk management work. Under the Risk
Management Committee, there is an Internal Control and Risk Management Department to formulate key
internal control and risk management policies, design risk management systems, organise risk assessment
work, provide training on risk control and management as well as oversee the implementation of the risk

management policy of each of CNPC’s departments and its subsidiaries.

Debt Management Policy: CNPC centrally manages domestic and foreign debt financing, coordinates
domestic and foreign, different currencies, direct and indirect financing and other financing channels,
continues to improve the financing structure, maintains comparable and optimal financing costs, and
provides timely and adequate financial support for the construction of a world-class enterprise. CNPC’s
asset-liability ratio and gearing ratio (total debt/total capitalisation) have remained at approximately 40%
and 20%, respectively. In the future, CNPC will continue to leverage its industry position and credit rating
advantages, scientifically match financing channels, terms and types, and maintain a reasonable level of

asset-liability ratio and gearing ratio (total debt/total capitalisation).

Working Capital Policy: CNPC maintains sufficient cash flow to meet its payment needs. It also maintains
a centralised management of funds in order to operate the cash pools of its affiliates and subsidiaries in

an efficient manner.

Investment Policy: The key factors CNPC takes into consideration when making investment decisions
include investment return, resource acquisition, synergy and integration with its existing key businesses,
improvement of service and technical capabilities as well as the various investment risks involved. In

addition, CNPC has internal guidelines that specify the minimum return rates for each type of investment.

Health, Safety and Environmental Policy: CNPC has developed a Health, Safety and Environmental
(“HSE”) management system to strengthen accountability and adopt measures to target root causes rather
than symptoms. In accordance with CNPC’s HSE guideline and strategic goals, it provides HSE training
throughout the entire organisation. It has also issued Nine Principles of HSE Management, outlining the

basic requirements and behaviour codes for all managers.

INSURANCE

CNPC has insurance coverage for its vehicles and certain assets that are subject to significant operating
risks, third-party liability insurance against claims relating to personal injury, property and environmental
damages that result from accidents, and employer liability insurance. CNPC believes that its insurance
coverage is comparable to that of other companies engaged in similar businesses. CNPC’s oil and gas
operations are subject to hazards and risks inherent in exploration and development, oil and gas
transportation, refining, and production of petroleum products. As a measure of transferring risks, CNPC
maintains insurance coverage against most potential losses, including the loss of wells, as well as
liabilities related to costs of pollution control and environmental compliance. Additionally, CNPC

purchases insurance to cover credit and guarantee risks relating to its international trading business.
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INTELLECTUAL PROPERTY AND RESEARCH AND DEVELOPMENT

CNPC relies on a variety of patents, copyrights, trade secrets, trademarks and proprietary information to
maintain and enhance its competitive position. The logo “ g ™ is jointly owned by CNPC and PetroChina.
In 2022, CNPC applied for 6,862 domestic and foreign patents and obtained 2,625 authorised patents and
received three silver prizes and five excellence prizes in the 23rd China Patent Awards. From 2012 to
2022, CNPC won 26 prizes of the National Science and Technology Progress Award and seven prizes of
the National Technological Invention Award, and ranked first among central SOEs in the number of
authorised patents. CNPC led the formulation of 262 national and 29 international standards, and CNPC
was honored “Enterprise with Outstanding Contribution to Scientific and Technological Innovation” by
SASAC. CNPC does not believe that any individual property right or related group of intellectual property
rights is of such importance that its expiration or termination would materially affect the business of
CNPC.

LEGAL PROCEEDINGS

CNPC and its subsidiaries are involved in certain legal proceedings concerning matters arising in the
ordinary course of their business. CNPC believes, based on currently available information, that these
proceedings, individually or in the aggregate, will not have a material adverse effect on its results of
operations or financial condition.

REGULATORY

CNPC’s businesses are subject to numerous international, national, regional and local governmental
regulations. See “Summary of Relevant PRC Laws and Regulations.”

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
Social Responsibility

CNPC attaches great importance to Environment, Social and Governance (“ESG”) issues, and integrates
the concept of social responsibility into corporate strategies and daily operations. Since 2001, CNPC has
issued the “CNPC Environmental Protection Bulletin” for 24 consecutive years. In 2006, CNPC published
the first Corporate Social Responsibility Report, and has continued this effort in the past 17 years
consecutively. Since the publication of CNPC in Kazakhstan: Sustainability Report in 2009, CNPC has
released its overseas corporate social responsibility reports in Indonesia, Latin America, Iraq, Myanmar
and some other countries and regions.

CNPC issued its 2022 CNPC Environmental Protection Bulletin and 2022 Corporate Social Responsibility
Report in June 2022 and September 2022, respectively. We have successfully achieved the following goals
in 2022:

. Chemical oxygen demand, ammonia nitrogen, nitrogen oxide (NOx) emissions and volatile organic
compounds (VOCs) emissions in refining and chemical business decreased by 7.0%, 21%, 7.1% and

3.5% year-on-year, respectively.

. The greenhouse gas emission intensity per unit of domestic oil and gas production fell by 4%
year-on-year, and the methane emission intensity of CNPC decreased by 9.76% year-on-year.

. Two newly formulated green enterprise certification standards for natural gas sales (Kunlun Energy)
and CNPC technical services, and 20 new green enterprises were recognised.
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We will be continually devoting ourselves to fulfil the following commitments:

. CNPC Action Plan for Ozone Pollution Prevention and Control (2022-2025).

. The proportion of domestic natural gas production in CNPC’s domestic oil and gas production

equivalent will increase to about 55% by 2025.

Corporate Governance

We give great importance to CNPC’s internal governance. CNPC is a major wholly state-owned oil and
gas producer and supplier directly controlled by the central government through the SASAC, who fulfils
the investor’s duties on behalf of the State Council. CNPC has put in place an integral governance
structure with defined roles and responsibilities performed by the board of directors and its special
committees, the supervisory committee and the management team through close collaboration, in order to
enable CNPC to make effective decisions in respect of energy supply, environmental protection, safe

operation, social supply and other aspects in compliance with relevant laws and regulations.

We integrate the concept of sustainable development into our corporate governance structure and
effectively manage environmental, security and social risks in support of the United Nations Sustainable
Development Goals 2030 (SDGs). The board of directors of CNPC has established a health, safety and
environment committee (the “HSE Committee”). The chairman of CNPC serves as director of the HSE
Committee and supervises the implementation of CNPC’s HSE programs. The chairman will advise the
board of directors or the president on important decisions and matters relating to CNPC’s HSE issues, raise
inquiries about major incidents and responsibilities, and monitor and urge the handling of such incidents.
The Environmental, Social and Governance Reports are submitted to the board of directors each year for

due consideration and discussion.

CNPC has taken steps to ensure compliance with laws and regulations as the basic guarantee for achieving
high-quality development, and its internal control system has achieved zero defect for 18 consecutive
years in external audits. CNPC keeps close communication with stakeholders. Besides statutory
disclosures, CNPC holds “Company Day” in which foreign and domestic institutional investors, analysts
and media representatives are invited to have extensive communication about key issues in capital
markets. CNPC has consolidated and improved the anti-corruption risk prevention and control system,
carried out anti-corruption training, issued the PetroChina Anti-commercial Bribery Manual, completed
the execution of confirmation letters regarding business ethics, and strengthened the due diligence and
monitoring of third parties and agents. Furthermore, we adopt a zero-tolerance posture against corruption
across CNPC.

Energy and Environment

The board of directors of CNPC attaches great importance to the risks and opportunities relating to climate
change, and has taken them into consideration when making CNPC’s development plan, with the aim of
accelerating the low-carbon transformation of CNPC, controlling carbon emissions, vigorously developing
clean and renewable energy, optimising oil quality and leading the international cooperation. In 2022,
CNPC’s chemical oxygen demand, ammonia nitrogen, nitrogen oxide (NOx) emissions and volatile
organic compounds (VOCs) emissions in refining and chemical business decreased by 7.0%, 21%, 7.1%
and 3.5% year-on-year, respectively, and no major or serious environmental pollution or ecological

damage incidents occurred throughout the year.
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Improving the modern environmental governance system: According to the guiding ideology of the 20th
National Congress of the Communist Party of China and the 14th Five-Year Plan of China, CNPC adheres
to the mission of “pursuing green development and providing reliable energy to fuel our customers’ growth
and power people’s happy life”, actively implement the green and low-carbon development strategy and
the environmental protection concept of “development and protection going hand in hand, and
environmental protection first”. CNPC formulated and released “CNPC’s Action Plan 3.0 for Green and
Low-carbon Development”, which advocates for a “circular carbon economy”, and three action plans (i.e.
Green Business Leader Initiative, Clean and Low-carbon Energy Contributor Initiative, and Circular
Carbon Economy Pioneer Initiative) along with ten energy-saving and carbon reduction projects were
developed to facilitate the green and low-carbon transition. At the same time, CNPC actively responds to
the global initiatives and various requirements of the Chinese government on environmental protection,
continues to improve HSE management and implements a comprehensive ancillary governance
improvement scheme with respect of water resources, land resources and air pollution.

Accelerating the implementation of green and low-carbon strategies: We integrate the concept of
low-carbon development into our corporate strategies, management and scientific and technological
innovation. We hold “green and low-carbon” as one of our five major strategies, clarify the green
transformation and low-carbon development path oriented by the hard constraints of carbon peak and
carbon neutrality, implement stable oil and gas growth, accelerate the layout of new energy and new
businesses, and strive to build a green and low-carbon version of CNPC. We’ve introduced the carbon cost
assessment mechanism and reduced the allocation to and investment in high-carbon emission businesses.
CNPC has established a special low-carbon management division to manage and control the emission of
greenhouse gases, develop a greenhouse gas emission calculation system and disclose the information
about greenhouse gas emission. CNPC is also actively carrying out rigorous control over carbon dioxide
emissions by way of implementing carbon capture, utilisation and storage, focusing on the development
of the Carbon Capture, Utilisation, and Storage (CCUS) technology, and completing the oil field
demonstration projects. CNPC supports and participates in a number of reduction and control plans and
initiatives for greenhouse gases emissions. The management system for carbon emissions was further
improved in 2022 and a series of measures to reduce emissions and carbon intensity were launched. CNPC
was in charge of formulating China’s Action Plan for Methane Emission Control and overseeing the pilot
project of the Ministry of Ecology and Environment for methane monitoring. Meanwhile, CNPC continued
to promote cooperation under the framework of China Oil and Gas Methane Alliance and leveraged its
industry-leading expertise and influence in reducing greenhouse gas emissions to implement the Action
Plan for Methane Emission Control and achieve a year-on-year reduction in methane emissions intensity.

Calling for energy transformation and development: In 2022, CNPC took solid steps in its three-step
approach of “clean alternative, strategic replacement and green transition”. The “New Energy and New
Materials Business Development Leading Group” was established to promote the layout of wind, solar and
geothermal new energy, and fully promote the integrated development of oil and gas business and new
energy, as well as the coordinated transformation and upgrading of refining and chemicals and new
materials segments.

Development of new energies and renewable energies: We’ve developed geothermal energy on a large
scale, actively developed new energy and alternative energy technologies such as biological fuels, solar
energy, wind energy, uranium mines, as well as charging (replacing) power stations, etc., promoted the
utilisation of residual heat from water extracted from oil fields, accelerated the promotion of integrated
development and popularisation and application of geothermal energy, underground coal gasification and
other technologies, and conducted research on the layout of hydrogen energy business. In 2022, CNPC’s
new energies capacity reached eight million tons of coal equivalent (TCE) per annum, and new materials
production marked 855,000 tons, up by 56.3% year-on-year. The development of new energies, new
materials and new business has veered into a fast lane.
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Promoting natural gas business: We take natural gas as a strategic business to promote the green
development of CNPC. In 2022, the proportion of natural gas in China’s primary energy consumption
reached as high as 8.4%. Being farsighted, CNPC has raised its proportion of domestic natural gas
production to 52.5% of the domestic oil and gas production, which accounts for 66.8% of China’s total
national gas production and 56.5% of the national gas supply. We’ve also made active efforts to promote
the alternative utilisation of natural gas. In 2022, CNPC’s domestic natural gas production was 145.5
billion cubic meters, a year-on-year increase of 5.6%, of which domestic marketable natural gas
production will be 126.6 billion cubic meters, a year-on-year increase of 5.9%. CNPC will increase the
introduction of overseas natural gas and LNG, and continue to improve the natural gas marketing network

currently covering 31 provinces, municipalities and autonomous regions in China and Hong Kong.

Actively participating in international cooperation: As the only Chinese member of OGCI, CNPC is
involved in international cooperation actively to address climate change. CNPC was fully involved in the
research of the Paris Agreement mechanisms, joined the ISO TC265 working group on CCUS industry
chain, participated in the formulation of international CCUS standards, and pushed ahead with Daqing,
Changqing and Northwest CCUS Industry Promotion Centers under the framework of OGCI. In March
2022, CNPC signed the Aiming for Zero Methane Emissions Initiative to encourage full engagement of
oil and gas companies and a systematic approach to methane emission reduction.

CNPC pays high attention to health, safety and environment protection (HSE) and has always made HSE
work a prerequisite for the development of our business. We’ve established an incentive mechanism for
environmental protection, and involved the environmental protection outcome in the performance
appraisal of the management of CNPC and the senior managers of regional branches. An accountability
mechanism for environmental protection and lifelong accountability for ecological and environmental
damage has also been implemented. As a “Low Carbon Model in China” enterprise for the 11th
consecutive year, CNPC saw 2022 energy savings totaling 740,000 TCE, and water savings 9.23 million
cubic meters.

We strictly comply with the environmental laws and regulations of China and the countries and regions
where we carry out businesses, including emission control, treatment and discharge to surface water and
groundwater, and generation, handling, storage, transportation, treatment and disposal of solid waste
materials, etc. A whole-process environmental management and multi-level risk prevention and control is
strictly implemented to each new or upgrading project.

We operate in compliance in all respects with existing requirements of applicable national, local and
foreign environmental laws and regulations. As of 31 December 2022, CNPC was free of any major oil
leakage or any other environmental incident, and there is no circumstance under which CNPC is subject
to any administrative penalty due to its violation of laws and regulations on ecological environment

protection.

Safe Operations

We always adhere to the concept of “people-oriented”, respect and equally treat each employee, and
protect employees’ legitimate rights and interests. We treat our employees equally in accordance with the
law, fully pay social insurances, enterprise annuity, and supplementary medical insurance for our

employees on a timely basis, and establish special guarantees for all employees and retirees.

As of 31 December 2022, we and our subsidiaries did not have any strikes, labour disputes or actions that
caused a significant negative impact on our business.
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CNPC’s health and safety management covers all staff including supply chain companies. CNPC conducts
occupational health and QHSE safety standard review annually, implements the “Occupational Disease
Prevention Law of the PRC,” and 100% establishes the employee occupational health record. CNPC takes
the workplace safety as its core value to all aspects of its production and operation. In 2022, the safety

production of CNPC remained stable.

CNPC optimises the safety management process of its supply chain, and strengthens the safety production
management from the four aspects: strict screening of contractors and suppliers; safety performance
evaluation and assessment; qualified contractor managers with certificates and strict implementation of
contractor safety supervision responsibility mechanism. CNPC carries out training for contractors in key

positions and strictly implements the “zero tolerance for unqualified contractors” measure.

Social Contributions

CNPC actively gives back to the society, participates in donations and school subsidies, serves community
construction, improves regional development capability, and strives to promote common and harmonious

development of economy and society.

Targeted poverty alleviation. In 2022, RMB666 million were invested by CNPC for rural revitalisation and

social welfare with 1,080 assistance projects implemented and 694 assistance cadres involved.

Community development. CNPC cultivates local suppliers and contractors during construction and
operation, creates local jobs, drives the development of related industries, and gives back to local people.
CNPC strengthens its overseas communication mechanism with host country governments, NGOs and
business partners; actively participates in community public services such as education subsidies and

medical services, and lives in harmony with local communities.

Honorary Awards

CNPC has won various honours and awards in relation to environmental protection, social responsibility

and governance. As of 31 December 2022, these honours and awards include:

o “Low Carbon Model in China” title for the 11th consecutive year;

. “Watershed Rehabilitation Award” issued by the Indonesian Upstream Oil and Gas Management
Committee (SKK Migas);

. A certificate of outstanding contribution to environmental protection issued by the Ministry of
Environment of Chad;

. 2022 Chinese Enterprise ESG “Golden Responsibility Award” for the Best Corporate Governance
Responsibility Award, and was among the first batch of China’s top 100 listed companies in ESG;

and

. “National Greening Model Company” awarded to Daqing Oilfield Ecological Environment
Management and Protection Company and Changqging Oilfield No. 2 Oil Production Plant, and

“National Greening Model Worker” awarded to two individuals.
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MANAGEMENT

The following table sets forth information on the directors and management of CNPC and their concurrent

positions in PetroChina.

Name Age Position

DAI Houliang. . ... ... .. 60 Chairman and Secretary of the CPC Committee of CNPC,
Chairman of PetroChina

HOU Qijun ........... 56 Director and President of CNPC, Deputy Secretary of the CPC
Committee of CNBC, Vice Chairman of PetroChina

DUAN Liangwei. . ... ... 55 Director of CNPC, Deputy Secretary of the CPC Committee
of CNBC, Non-executive Director of PetroChina

HUANG Yongzhang . . . .. 56 Chief Security Officer, Vice President and Member of the

CPC Committee of CNPC, Executive Director and President
of PetroChina

QIAN Chaoyang. ....... 53 Chairman of Discipline & Inspection Group and Member of
the CPC Committee of CNPC

REN Lixin............ 56 Vice President and Member of the CPC Committee of CNPC,
Executive Director and Senior Vice President of PetroChina

XIEJun.............. 55 Vice President and Member of the CPC Committee of CNPC,
Director of PetroChina

ZHANG Daowei. ....... 50 Vice President and Member of the CPC Committee of CNPC,
Senior Vice President of PetroChina

YANG Hua ........... 60 Employee Director, President Assistant, General Manager of
Human Resources Department of CNPC

LI Jianhong . ... ... .... 67 External Director of CNPC

SHI Yan.............. 63 External Director of CNPC

YANG Ya. . ........... 61 External Director of CNPC

GAO Yunhu........... 62 External Director of CNPC

DAI Houliang, aged 60, is the chairman of CNPC and PetroChina. Mr. Dai is an academician of the
Chinese Academy of Engineering and has nearly 40 years of working experience in China’s petroleum and
petrochemical industry. In December 1997, Mr. Dai was appointed vice president of Sinopec Yangzi
Petrochemical Company, and served as director and vice president of Yangzi Petrochemical Co., Ltd. in
April 1998. From July 2002, he became vice chairman and president of Yangzi Petrochemical Co., Ltd.,
and director of Yangzi Petrochemical Company. In December 2003, he served as the chairman and
president of Yangzi Petrochemical Co., Ltd. and concurrently as chairman of Yangzi Petrochemical
Company. Starting from November 2004, he also worked as chairman of BASF-YPC Company Limited.
From September 2005, Mr. Dai served as deputy CFO of Sinopec Corp. and in November 2005 as vice
president and deputy CFO of Sinopec Corp. He became director, senior vice president and CFO of Sinopec
Corp. in May 2006. From May 2016, Mr. Dai served as president and director of Sinopec Group and
concurrently as vice chairman and president of Sinopec Corp. in August 2016. In May 2018, he worked
concurrently as chairman and president of Sinopec Corp. In July 2018, he was appointed chairman of

Sinopec Group. Mr. Dai was appointed chairman of CNPC in January 2020.
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HOU Qijun, aged 56, currently serves as the director and president of CNPC. He is also a deputy secretary
of the CPC committee at CNBC and holds the position of vice chairman at PetroChina. Mr. Hou is a senior
engineer. Previously, he held various roles, including director and deputy general manager at Daqing
Oilfield Co., Ltd., as well as general manager and deputy secretary of the CPC committee at PetroChina
Jilin Oilfield Branch. He also served as the secretary of the CPC committee and deputy general manager
at China Petroleum Natural Gas and Pipeline Co., Ltd. Simultaneously, he took on the responsibilities of
being the director and deputy secretary of the CPC committee at Beijing Oil and Gas Control Center. Mr.
Hou also worked as the general manager of the Planning and Development Department at CNPC and held
the position of vice president at CNPC. In addition, he concurrently served as the general manager and
deputy secretary of the CPC committee at the Exploration and Production Branch. He gradually climbed
the ranks from being a director to vice president and eventually becoming the president at PetroChina. His
experience also includes roles as a director, general manager, and deputy secretary of the CPC committee
at China Oil & Gas Pipeline Network Corporation.

DUAN Liangwei, aged 55, currently serves as a director of CNPC, deputy secretary of the CPC committee
of CNBC, and a non-executive director of PetroChina. Mr. Duan is a senior engineer. Mr. Duan Liangwei
has nearly 30 years of working experience in China’s petrochemical industry. In February 2006, Mr. Duan
became vice president and chief safety director of Jilin Petrochemical Company, and served concurrently
as president of Jilin Fuel Ethanol Company Limited starting from March 2010. He was appointed president
of Dagang Petrochemical Company in September 2011 and became president of Dalian Petrochemical
Company in July 2013. In March 2017, Mr. Duan was appointed vice president of CNPC, and concurrently
as the Chief HSE Supervisor of CNPC from April 2017. Mr. Duan was appointed as a non-executive
director of PetroChina in June 2017.

HUANG Yongzhang, age 56, currently serves as the chief security officer, vice president and member of
the CPC Committee of CNPC, and an executive director and president of PetroChina. Mr. Huang is a
professor-level senior engineer and has around 30 years of working experience in China’s petroleum
industry. Before 2018, he consecutively served as a vice president of CNPC International (Nile) Ltd., a
vice president and chief safety director of China National Oil Exploration and Development Corporation,
and an executive vice president of CNPC Middle East Corporation. In January 2018, he was appointed as
president of CNPC Middle East Corporation. In April 2020, Mr. Huang was appointed as vice president
of CNPC.

QIAN Chaoyang, aged 53, currently serves as the Chairman of the Discipline & Inspection Group and is
a member of the CPC Committee at CNPC. Mr. Qian holds the title of senior engineer. In his previous
roles, he served as the Deputy Director of the Safety Inspection Department at State Grid Corporation of
China. He was also a member of the CPC Committee and Deputy General Manager at Jiangsu Provincial
Electric Power Company, as well as a member of the CPC Committee and Deputy General Manager at
State Grid Jiangsu Provincial Electric Power Company. Additionally, he held positions as the General
Manager, Deputy Secretary of the CPC Committee, Chairman, and CPC Committee Secretary at State Grid
Tianjin Municipal Electric Power Company, as well as the Chairman and CPC Committee Secretary at
State Grid Shanghai Municipal Electric Power Company. Furthermore, he served as a member of the CPC
Committee and Deputy General Manager at China Southern Power Grid Co., Ltd.

REN Lixin, aged 56, currently serves as vice president and member of the CPC committee of CNPC, and
an executive director and senior vice president of PetroChina. Mr. Ren holds the title of senior engineer.
He previously served as a member of the CPC committee, deputy general manager, general manager,
deputy secretary of the CPC committee, and chief safety officer at PetroChina Dushanzi Petrochemical
Branch. He also held positions as general manager and deputy secretary of the CPC committee at
PetroChina Refining and Chemicals Company.

XIE Jun, aged 55, currently serves as vice president and is a member of the CPC committee at CNPC.
He is also a director at PetroChina. Mr. Xie holds the title of senior engineer. In his previous roles, he held
positions as deputy general manager, executive deputy general manager, secretary of the CPC committee,
and general manager at PetroChina Southwest Oil and Gas Field Branch. Additionally, he served as the
general manager of the Planning and Development Department at CNPC, and as the general manager
(director) of the Development Planning Department (Office for Foreign Cooperation and Office for New
Energy and New Materials Development) at CNPC.
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ZHANG Daowei, aged 50, currently serves as vice president and member of the CPC committee of CNPC,
and a senior vice president of PetroChina. Mr. Zhang holds the title of senior engineer. He served as deputy
general manager and executive deputy general manager at PetroChina Qinghai Oilfield Branch. He also
held the position of general manager and executive director at PetroChina Southwest Oil and Gas Field
Branch, as well as general manager at the PetroChina Exploration and Production Branch. In June 2022,
he was appointed as vice president of PetroChina. In August 2022, he assumed the role of executive

director at the Oil and Gas and New Energy Division of PetroChina.

YANG Hua, aged 60, currently serves as an employee director, the president assistant and the general
manager of the Human Resources Department of CNPC. Mr. Yang holds the title of senior engineer.
Previously, Mr. Yang held various positions, including serving as a member of the CPC committee, deputy
general manager, executive deputy general manager, secretary of the CPC committee, and general manager
at PetroChina Changqing Oilfield Branch. He also served as the general manager of CNPC and held
positions as the general manager of the Planning and Development Department and the Human Resources
Department at CNPC.

LI Jianhong, aged 67, currently serves as an external director at CNPC. Mr. Li was a member of the 13th
National Committee of the Chinese People’s Political Consultative Conference. He held various positions,
including factory director at COSCO Shipping (Nantong) Shipyard. He also served as the former
president’s assistant at COSCO Group and held the role of general manager at COSCO Industry
Corporation. Additionally, he served as general manager at COSCO Real Estate Company, held the
position of former chief economist, and was vice president and a member of the CPC committee at COSCO
Group. Moreover, Mr. Li held roles as director, president, and chairman at China Merchants Group.

SHI Yan, aged 63, currently serves as external director of CNPC. Mr. Shi has previously served as the
director of Discipline Construction and Degree Office at Beijing Institute of Technology. He also held
positions as the deputy dean, and dean and the secretary of the CPC Committee, concurrently, at the
Planning and Research Institute of China Ordnance Industry. Additionally, he was the executive deputy
director (in charge of work) and director of the Planning Department at China North Industries Group
Corporation Limited (“NORINCO Group”). He served as the deputy general manager and the member of
the CPC Committee at NORINCO Group, as well as deputy general manager and deputy secretary of the
CPC Committee. Furthermore, he held positions as a director and deputy secretary of the CPC Committee
at NORINCO Group.

YANG Ya, aged 61, currently serves as external director of CNPC. Mr. Yang has previously held various
positions, including deputy director and director of the Asset and Finance Department at China Three
Gorges Corporation. He also served as deputy chief accountant and chief accountant at China Three
Gorges Corporation, as well as chief accountant and a member of the CPC Committee at China Three
Gorges Group. Furthermore, he served as deputy general manager, chief accountant, and a member of the
CPC Committee at State Power Investment Corporation Limited.

GAO Yunhu, aged 62, currently serves as an external director at CNPC. Mr. Gao has previously held
various positions, including serving as the director of the Special Planning Division at the State
Development Planning Commission, director of the Special Planning Division at the Development
Planning Department of the National Development and Reform Commission, director of the
Comprehensive Division, and deputy director at the Raw Materials Industry Department of the Ministry
of Industry and Information Technology. Concurrently, he also held the position of deputy director of the
Rare Earth Office and director of the Energy Conservation and Comprehensive Utilisation Department.
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SUMMARY OF RELEVANT PRC LAWS AND REGULATIONS

OVERVIEW

China’s oil and gas industry is subject to extensive regulation by the PRC government with respect to a
number of aspects of exploration, production, transmission and marketing of crude oil and natural gas as
well as the production, transportation and marketing of refined products and chemical products. The
following central government authorities exercise control over various aspects of China’s oil and gas

industry:

. The Ministry of Natural Resources (the “MNR”, formerly the Ministry of Land and Resources, the
“MLR”) has the authority for granting, examining and approving oil and gas exploration and
production licences as well as the administration of registration and transfer of exploration and

production licences.

. The Ministry of Commerce:

. sets the import and export volume quota for crude oil and refined products according to the
overall supply and demand for crude oil and refined products in China as well as the World

Trade Organisation (WTO) requirements for China;

. issues import and export licences for crude oil and refined products to oil and gas companies

that have obtained import and export quota; and

. examines and approves production sharing contracts in relation to oil and CSG and

Sino-foreign equity and cooperative joint venture contracts.

. The NDRC:

. has the industry administration and policy coordination authority over China’s oil and gas
industry;
. determines mandatory minimum volumes and applicable prices of natural gas to be supplied to

certain fertiliser producers;

. publishes guidance prices for natural gas and retail median guidance prices for certain refined

products, including gasoline and diesel,;

. approves significant petroleum, natural gas, oil refinery and chemical projects set forth under

the Catalogues of Investment Projects Approved by the central government; and

. approves Sino-foreign equity and cooperative projects exceeding certain capital amounts.
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EXPLORATION & PRODUCTION

The PRC Constitution provides that all mineral and oil resources belong to the state. The Mineral
Resources Law promulgated in 1986 by the Standing Committee of the National People’s Congress and
amended in 1996 and 2009 and its supplementary regulations provide the basic legal framework under
which exploration licenses and production licenses are granted. The MNR has administrative authority
over the exploration and production of the mineral and oil resources within the PRC. Companies must
acquire approval by the State Council to engage in oil and gas exploration and production activities and
apply to the MNR for exploration licenses and production licenses.

MARKETING

Pursuant to Opinions on Accelerating the Development of Circulation Industry and Promoting Consumer
Spending issued by the General Office of State Council on 16 August 2019, the approval of qualification
for wholesale, storage and operation of refined oil products shall be abolished, and the approval of
qualification for retail and operation of refined oil products shall be delegated to the prefectural
(municipal) people’s governments.

Pursuant to Notice on Accomplish the Reform of “Decentralisation, Management and Service” of
Petroleum Product Circulation Management promulgated by the Ministry of Commerce on 3 December
2019, the people’s governments at the prefectural and municipal levels are responsible for the approval of
qualifications for retail operation of refined oil products in their regions. After the abolition of the
approval of qualifications for wholesale storage and operation, the enterprises engaged in the business
activities shall still comply with the requirements of laws and regulations on safety, environmental
protection, fire safety, quality, taxation, transportation, meteorology, metrology and other aspects.

PRICING

Pursuant to the Notice on Implementing Reforms on Prices of Refined Oil Products and Tax promulgated
by the State Council on 18 December 2008 and the Measures for Administration of Petroleum Price issued
by the NDRC on 13 January 2016, the sale price for refined oil products in the PRC market shall be
adjusted with reference to international crude oil price fluctuations, subject to governmental control. The
NDRC will set the maximum retail price of standard products and the provincial price bureaus have the
authority to set the maximum wholesale prices and the highest retail prices of standard and non-standard
products in the region.

On 26 December 2011, the NDRC issued the Circular on the Pilot Reform of Natural Gas Price Formation
Mechanism in Guangdong Province and Guangxi Zhuang Autonomous Region. This pilot reform aims to
establish a dynamic price adjustment mechanism for the promotion of nationwide natural gas price reform.
The NDRC'’s objective is to relax control of the ex-factory price of natural gas and promote price
formation by market competition, wherein the government will only manage pipeline transportation tariffs.

On 28 June 2013, the NDRC issued the Notice on Adjustment of the Price of Natural Gas. The
ex-factory-price-controlled pricing mechanism of natural gas shall be changed to citygate-price-
controlled. A reference ceiling price is set by the government, and gas suppliers and users may negotiate
specific prices between themselves below the price ceiling. The new programme consists of (i) changing
the mechanism administering the price of natural gas from ex-factory controlled to city-gate controlled,
and no longer differentiating the prices payable by the users in different provinces by reference to the
difference in gas sources and transportation routes; (ii) establishing a mechanism whereby the city-gate
price of natural gas is linked to the price of alternative energy thereby achieving a completely
market-driven pricing for natural gas; and (iii) adopting differential pricing approaches towards existing
usage and incremental usage of natural gas so as to establish as soon as practicable a new pricing
mechanism for natural gas while reducing the impact that the pricing reform will have on existing gas
users.
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The Circular on Rationalising the Price of Non-Residential Natural Gas (Fa Gai Jia Ge [2015] No. 351)
released by the NDRC on 26 February 2015 calls for rationalising the price of non-residential natural gas,
implementing pilot programs for price liberalisation of directly supplied gas for end-users, decreasing
ceiling city-gate prices for incremental non-residential natural gas and increasing the ceiling city-gate

prices for stock gas.

The Circular on Reducing the City-Gate Price of Non-Residential Natural Gas and Further Promoting
Market-oriented Pricing Reform (Fa Gai Jia Ge [2015] No. 2688) released by the NDRC on 18 November
2015 calls for further liberalisation of pricing of natural gas, setting a reference base rate for city-gate
prices of non-residential natural gas. Suppliers and buyers may determine the specific prices through
negotiations below 120% of the reference base rate.

In August 2017, pursuant to the reform of the supply side and the adjustment of value-added tax, the
NDRC released the Circular on Adjustment of the Benchmark Price of Non-Residential Natural Gas (Fa
Gai Jia Ge Gui [2017] No. 1582), in order to implement the requirements of the supply side reform and
with reference to the decrease of value-added tax, non-residential gas benchmark price was lowered by
RMBO.1 per cubic meter, effective from 1 September 2017.

On 27 March 2019, the NDRC announced that the gas benchmark price was adjusted accordingly to the
adjustment of the value-added tax rate for natural gas sales, effective from 1 April 2019.

On 22 February 2020, the NDRC announced that, non-residential gas benchmark price shall be applied to
the off-season policy ahead of schedule and be lowered to support enterprises to resume work and
production.

On 3 March 2020, the NDRC released the Catalogue of Pricing by the Central Government, the city-gate
prices of natural gas is deleted from the Catalogue and will not be set by the central government in some
competitive provinces and cities.

CROSS-BORDER INVESTMENT & SECURITY

The Regulations of the People’s Republic of China on Sino-foreign Cooperation in Exploitation of Onshore
Petroleum Resources promulgated by the State Council in 1993 and last amended in 2013 provides for
qualifications of enterprises to enter into joint cooperation arrangements with foreign oil and gas
companies for onshore crude oil and natural gas exploration and production.

Under the Decision of the State Council on Reform of the Investment System (Guo Fa [2004] No. 20),
investments without the use of government funds are only subject to a licensing system or a registration
system, as the case may be. Under the current system, only significant projects involved in the Catalogue
of Investment Projects Subject to Governmental Approval (Version 2016) are subject to approval so as to
maintain social and public interests. The scope to which the government approval system is applicable
shall be observed and adjusted where necessary. All other projects of any investment scale are only subject

to a registration system.

Pursuant to the Measures for the Administration of Overseas Investment of Enterprises issued by the
NDRC on 26 December 2017 and effective as of 1 March 2018, projects subject to approval are sensitive
projects to be carried out by investors either directly or through overseas enterprises controlled thereby
and the approval authority is NDRC. Projects subject to filing are non-sensitive projects directly carried
out by investors, namely the non-sensitive projects involving the direct investment of assets and equities

or the provision of financing or guarantees. For a project requiring filing, the authority in charge of filing
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is (i) NDRC, if the investor is a centrally administered enterprise (a centrally administered financial
enterprise or an enterprise directly subordinate to the administration by the State Council or its subordinate
organ, the same below); (ii) NDRC, if the investor is a local enterprise and the amount of Chinese
investment is US$0.3 billion or above; and (iii) the provincial development and reform authority at the
place where the investor is registered, if the investor is a local enterprise and the amount of Chinese

investment is less than US$0.3 billion.

The Catalogue of Investment Projects Subject to Governmental Approval (Version 2016) promulgated by
the State Council relaxed the Chinese approval requirements for overseas investment projects by Chinese
investors. Projects involving sensitive countries and regions or sensitive sectors shall be approved by the
competent investment department under the State Council. Other projects invested by central-administered
enterprises and projects with the investment of US$0.3 billion or above from local businesses shall be only

subject to filing.

The Administrative Measures on Overseas Investments (Ministry of Commerce Order [2014] No. 3)
promulgated by the Ministry of Commerce provide that overseas investments of enterprises involving
sensitive countries and regions and sensitive industries shall be subject to examination and approval, and

other overseas investments of enterprises shall be subject to filing with the Ministry of Commerce.

The Anti-monopoly Law of the People’s Republic of China (2022 revision) (Presidential Decree No. 116
of the People’s Republic of China) promulgated by the Standing Committee of the National People’s
Congress requires declaration in advance to the anti-monopoly enforcement agency of the State Council
when market concentration by business reaches a threshold of declaration level prescribed by the State

Council; otherwise, the business carriers shall not implement such market concentration.

The Notice of the State Administration of Foreign Exchange on Promulgation of the Administrative
Provisions on the Foreign Exchange for Cross-border Guarantee (Hui Fa [2014] No. 29) issued by the
State Administration of Foreign Exchange classifies cross-border security into three types: overseas Loans
under domestic guarantee, domestic loans under overseas guarantee, and other forms of cross-border
guarantee, and provides for registration and approval procedures for aforementioned overseas loans under

domestic guarantee and domestic loans under overseas guarantee.

FOREIGN DEBT

On 14 September 2015, the NDRC published the National Development and Reform Commission on
Pushing Forth Administrative Reform for Filing and Registration for Issuance of Foreign Debt by
Enterprises (Fai Gai Wai Zi [2015] No. 2044) (“Circular 2044”), which came into effect on the same date.
On 5 January 2023, the NDRC published the NDRC Administrative Measures, which came into effect on
10 February 2023 and repealed the Circular 2044 on the same date. The NDRC Administrative Measures
applies to medium and long-term foreign debts with a maturity of more than one year that are borrowed
from overseas by enterprises within the territory of the PRC and by overseas enterprises or branches
controlled by aforementioned PRC enterprises, denominated in local or foreign currency, and of which
principal is repaid with payment of interest as agreed. For the purpose of the NDRC Administrative
Measures, the forms of foreign debts include but are not limited to senior bonds, perpetual bonds, capital
bonds, medium-term notes, convertible bonds, exchangeable bonds, financial leasing, and commercial

loans.
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Before borrowing any foreign debt, the Certificate of Examination and Registration of Foreign Debts
Borrowed by Enterprises ({2358 AMEFHZ &5 7 ) (“Examination and Registration Certificate”)
shall be obtained from the NDRC, and such certificate shall be valid for one year from the date of issuance
and be automatically invalidated upon expiry. Apart from the foregoing pre-issuance requirement, the
NDRC Administrative Measures stipulates post-issuance filing requirements as follows: (i) filing with the
NDRC the requisite information and documents within ten PRC business days after each foreign debt
issuance and the expiration of the Certificate with respect to the bonds in accordance with the NDRC
Administrative Measures, (ii) filing with the NDRC the requisite information and documents within five
PRC business days before the end of January and the end of July each year, and (iii) filing the requisite
information and documents upon the occurrence of any material event that may affect the enterprise’s due
performance of its debt obligations. With respect to conducts in violation of the NDRC Administrative
Measures, legal liabilities and consequences to enterprises borrowing foreign debts have been stipulated
in the NDRC Administrative Measures. If any enterprise borrows foreign debts in violation of the NDRC
Administrative Measures, the NDRC will take disciplinary actions such as holding an interview and giving
a public warning against the relevant enterprise and its principal liable person. If any application
documents to apply for foreign debt approval submitted by enterprises contain concealing, false record,
misleading statement, or material omission, the NDRC will give a warning to relevant enterprise and its
principal liable person. If the approval is obtained by concealment, deception, bribery, or any other
improper means, such approval will be revoked. For any enterprise failing to comply with filing and
reporting requirements under the NDRC Administrative Measures, the NDRC will order such enterprise
to take rectification actions within a prescribed time limit; and if the circumstances are severe or the
enterprise fails to take rectification action within the prescribed time limit, give a warning to the relevant
enterprise and its principal liable person. Furthermore, conducts in violation of the NDRC Administrative
Measures committed by enterprises will be publicised on, among others, the Credit China ({7 Ed)
website and the National Enterprise Credit Information Publicity System (B K >%#(5 FfG B AR R ).

TAXATION

Pursuant to the Notice on Implementing Reforms on Prices of Refined Oil Products and Tax promulgated
by the State Council on 18 December 2008, the PRC government ceased to create and impose a new kind
of fuel tax. Instead, as part of the reform of the refined oil product pricing, the government used the
existing system of taxation, methods of tax collection and means of taxation administration to further
improve the refined oil product pricing mechanism. As a result, the unit tax amount of the consumption
tax for refined oil products was increased.

Effective from 1 December 2014, the rate of mineral resource compensation charges on crude oil and

natural gas is reduced to zero, and the applicable resource tax rate is correspondingly increased from 5%
to 6%.

Effective from 1 January 2015, the threshold of the special oil income levy is increased from US$55 to
US$65 per barrel, and a five-level progressive rate is applied to special oil income levy collection based
on the sale prices.

From 29 November 2014 to 12 January 2015, the unit tax amount of consumption tax on gasoline, naphtha,
solvent and lubricant have been adjusted three times and the current applicable consumption tax rates are
set forth in the table below.

Circular 36 provides that value-added tax completely replaced business tax to cover all the business
sectors that used to fall under the business tax regime.

The Environmental Protection Tax Law was promulgated on 25 December 2016 and effective as of 1
January 2018, and was further revised on 26 October 2018. According to Environmental Protection Tax
Law, the enterprises, public institutions and other producers/operators that discharge taxable pollutants
directly to the environment within the territorial areas of the PRC and other sea areas under the jurisdiction
of the PRC are the taxpayers of environmental protection tax and shall pay such tax in accordance with
the provisions of this Law, and the air pollutants, water pollutants, solid wastes and noise stipulated in the
Table of Items and Amounts of Environmental Protection Tax and the Table of Taxable Pollutants and
Equivalent Values annexed to the Environmental Protection Tax Law are the taxable pollutants.
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TAXATION

TAXATION IN THE BRITISH VIRGIN ISLANDS

The Issuer is exempt from all provisions of the Income Tax Ordinance of the British Virgin Islands.

Payments of principal, premium or interest in respect of the Bonds to persons who are not resident in the
British Virgin Islands are not subject to British Virgin Islands tax or withholding tax.

Capital gains realised with respect to the Bonds by persons who are not persons resident in the British
Virgin Islands are also exempt from all provisions of the Income Tax Ordinance of the British Virgin

Islands.

No estate, inheritance, succession or gift tax, rate, duty, levy or other charge is payable by persons who

are not resident in the British Virgin Islands with respect to the Bonds.

All instruments relating to transactions in respect of the Bonds are exempt from payment of stamp duty
in the British Virgin Islands. This assumes that the Issuer does not hold an interest in real estate in the
British Virgin Islands.

TAXATION IN HONG KONG

Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest on the Bonds
or in respect of any capital gains arising from the sale of the Bonds.

Profits tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in Hong
Kong in respect of profits arising in or derived from Hong Kong from such trade, profession or business
(excluding profits arising from the sale of capital assets).

Interest on the Bonds may be deemed to be profits arising in or derived from Hong Kong from a trade,

profession or business carried on in Hong Kong in the following circumstances:

(i) interest on the Bonds is derived from Hong Kong and is received by or accrues to a corporation
carrying on a trade, profession or business in Hong Kong;

(ii) interest on the Bonds is derived from Hong Kong and is received by or accrues to a person, other
than a corporation, carrying on a trade, profession or business in Hong Kong and is in respect of the
funds of that trade, profession or business;

(iii) interest on the Bonds is received by or accrues to a financial institution (as defined in the Inland
Revenue Ordinance (Cap. 112) of Hong Kong (the “IR0O”)) and arises through or from the carrying
on by the financial institution of its business in Hong Kong; or

(iv) interest on the Bonds is received by or accrues to a corporation, other than a financial institution, and

arises through or from the carrying on in Hong Kong by the corporation of its intra-group financing
business (within the meaning of section 16(3) of the IRO).
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Sums received by or accrued to a financial institution by way of gains or profits arising through or from
the carrying on by the financial institution of its business in Hong Kong from the sale, disposal or
redemption of Bonds will be subject to Hong Kong profits tax. Sums received by or accrued to a
corporation, other than a financial institution, by way of gains or profits arising through or from the
carrying on in Hong Kong by the corporation of its intra-group financing business (within the meaning of
section 16(3) of the IRO) from the sale, disposal or other redemption of Bonds will be subject to Hong
Kong profits tax.

Sums derived from the sale, disposal or redemption of Bonds will be subject to Hong Kong profits tax
where received by or accrued to a person, other than a financial institution, who carries on a trade,
profession or business in Hong Kong and the sum has a Hong Kong source unless otherwise exempted.
The source of such sums will generally be determined by having regard to the manner in which the Bonds
are acquired and disposed of.

In addition, the Inland Revenue (Amendment) (Taxation on Specified Foreign-sourced Income) Ordinance
2022 of Hong Kong (the “Amendment Ordinance”) came into effect on 1 January 2023. Under the
Amendment Ordinance, certain foreign-sourced interest on the Bonds accrued to an MNE entity (as
defined in the Amendment Ordinance) carrying on a trade, profession or business in Hong Kong is
regarded as arising in or derived from Hong Kong and subject to Hong Kong profits tax when it is received
in Hong Kong. The Amendment Ordinance also provides for relief against double taxation in respect of
certain foreign-sourced income and transitional matters.

In certain circumstances, Hong Kong profits tax exemptions (such as concessionary tax rates) may be
available. Investors are advised to consult their own tax advisers to ascertain the applicability of any
exemptions to their individual position.

Stamp duty
No Hong Kong stamp duty will be chargeable upon the issue or transfer of the Bonds.
TAXATION IN THE PRC

The following summary of certain PRC tax consequences of the purchase, ownership and disposition of
Bonds is based upon applicable laws, rules and regulations in effect as of the date of this offering circular,
all of which are subject to change (possibly with retroactive effect). This discussion does not purport to
be a comprehensive description of all the tax considerations that may be relevant to a decision to purchase,
own or dispose of the Bonds and does not purport to deal with consequences applicable to all categories
of investors, some of which may be subject to special rules. Persons considering the purchase of Bonds
should consult their own tax advisers concerning the tax consequences of the purchase, ownership and
disposition of Bonds, including such possible consequences under the laws of their country of citizenship,
residence or domicile.

Taxation on Interest and Capital Gains

Under the EIT Law, an enterprise established outside of China with a “de facto management body” within
China is deemed a “resident enterprise,” meaning that it can be treated as a PRC enterprise for enterprise
income tax purposes, although dividends paid from one resident enterprise to another may qualify as
“tax-exempt income.” The implementation regulations of the EIT Law define “de facto management” as
“substantial and overall management and control over the production and operations, personnel,
accounting, and properties” of the enterprise. Notice of the State Administration of Taxation on Issues
about the Determination of Chinese-Controlled Enterprises Registered Abroad as Resident Enterprises on
the Basis of Their Body of Actual Management (“Circular 82”) provides that a foreign enterprise

controlled by a PRC company or a PRC company group will be treated as a “resident enterprise” with a

- 100 -



“de facto management body” located within China if all of the following requirements are satisfied at the
same time: (i) the senior management and core management departments in charge of daily operations are
located mainly within China; (ii) financial and human resources decisions are subject to determination or
approval by persons or bodies in China; (iii) major assets, accounting books, company seals and minutes
and files of board and shareholders’ meetings are located or kept within China; and (iv) at least half of
the enterprise’s directors with voting rights or senior management reside within China. On 1 September
2011, the State Administration implemented Circular 45, to further prescribe the rules concerning the
recognition, administration and taxation of a foreign enterprise “controlled by a PRC enterprise or PRC
enterprise group.” Circular 45 provides two ways for a foreign enterprise “controlled by a PRC enterprise
or a PRC enterprise group” to be treated as a resident enterprise. First, the foreign enterprise may decide
on its own whether its de facto management body is located in China based on the criteria set forth in
Circular 82, and, if it makes such determination, it shall apply to the competent tax bureau to be treated
as a resident enterprise. Second, the tax authority may determine that the foreign enterprise is a resident
enterprise after its active investigation.

The Issuer believes that it is currently not a PRC resident enterprise. However, since substantially all of
the Issuer’s management is currently based in China, the Issuer cannot assure investors that it will not be
deemed a “resident enterprise” under the EIT Law. If the Issuer is not considered to be a PRC resident
enterprise for EIT Law purposes, payment of interest or premium (if any) on the Bonds to non-PRC
resident Bondholders will not be deemed as sourced from the PRC and will not be subject to PRC
withholding tax.

Under the EIT Law and the implementation regulations thereunder, PRC withholding tax at a rate of 10%
is generally applicable to PRC-source income derived by non-resident enterprises, subject to adjustment
by an applicable treaty. The EIT Law’s implementation regulations further set forth that interest income
is viewed as PRC-source income if the enterprise or the establishment that pays or bears the interest is
situated in China. If the Issuer is deemed a PRC resident enterprise for tax purposes, interest or premium
(if any) paid to non-PRC Bondholders may be regarded as PRC-source and therefore be subject to PRC
withholding tax of at a rate of 10% for enterprise Bondholders and 20% for individual Bondholders. Any
gains realised on the transfer of the Bonds by such investors will also be subject to PRC income tax at a
rate of 10% for enterprise Bondholders or 20% for individual Bondholders, if such gains are regarded as
PRC-sourced.

In addition, in the event that the Guarantor, as a PRC resident enterprise, is required to discharge its
obligations under the Guarantee of the Bonds, the Guarantor will be obliged to withhold PRC enterprise
income tax at the rate of 10% on the payments of interest or premium (if any) made by it under the
Guarantee of the Bonds to non-PRC resident enterprise Bondholders or 20% for individual Bondholders
as such payments of interest will be regarded as being derived from sources within the PRC. Repayment
of the principal will not be subject to PRC withholding tax.

To the extent that the PRC has entered into arrangements relating to the avoidance of double taxation with
any jurisdiction, such as Hong Kong, that allow a lower rate of PRC income taxes, such lower rate may
apply to qualified non-PRC resident enterprise Bondholders or individual Bondholders. However, it is
unclear whether in practice non-PRC resident Bondholders might be able to obtain the benefit of income
tax treaties entered into between PRC and their countries.

Stamp duty

No PRC stamp tax will be chargeable upon the issue or transfer (for so long as the register of holders of

the Bonds is maintained outside the PRC, as is expected to be the case) of a Bond.
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VAT

On 23 March 2016, the Ministry of Finance and the State Administration of Taxation issued Circular 36
which provides for that the VAT pilot programme will cover construction industry, real estate industry,
finance industry and life service industry on a nation-wide basis from 1 May 2016. Since then, the income
derived from the provision of financial services which attracted business tax will be entirely replaced by,
and subject to, VAT.

According to Circular 36, entities and individuals providing services within China are subject to VAT. The
services subject to VAT include the provision of financial services such as the provision of loans. It is
further clarified under Circular 36 that the “loans” refers to the activity of lending capital for another’s
use and receiving the interest income thereon. Based on the definition of “loans” under Circular 36, the
issuance of Bonds may be regarded as financial services by Bondholders to the Issuer and the Guarantor
and the payments under the Bonds may be subject to VAT if the PRC tax authorities take the view that the
holders of the Bonds are providing loans within the PRC. Any taxable activities of taxpayers providing

finance services shall be subject to a tax rate of 6 per cent.

Where a Bondholder who is an entity located outside of the PRC resells the Bonds to an entity or
individual located outside of the PRC and derives any gain, since the services is not provided in China,
Circular 36 should not apply and the Issuer does not have the obligation to withhold the VAT. However,
where a Bondholder who is an entity resells the Bonds, there is uncertainty as to the applicability of VAT

if either the seller or buyer of Bonds is located inside the PRC.

In the event that the Guarantor is required to fulfill its obligations under the Guarantee by making interest
payments on behalf of the Issuer, the interest received by a non-PRC resident Bondholder from the
Guarantor will be subject to a tax rate of 6 per cent. if the tax authorities deem this to be taxable item

within the scope of Circular 36.

Circular 36 has been issued quite recently, the above statement may be subject to further change upon the
issuance of further clarification rules and/or different interpretation by the competent tax authority. There

is uncertainty as to the application of Circular 36.
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SUBSCRIPTION AND SALE

The Issuer and the Company have entered into a subscription agreement with the Joint Lead Managers
dated 18 January 2024 (the “Subscription Agreement”) pursuant to which and subject to certain
conditions contained therein, the Issuer agreed to sell to the Joint Lead Managers, and the Joint Lead
Managers severally and not jointly agreed to subscribe for, or procure the subscription for, the Bonds in

the following principal amounts set out opposite their names, respectively:

Amount of the

Bonds to be

Joint Lead Managers Subscribed
RMB

Bank of China Limited and Bank of China (Hong Kong) Limited . . ............ 150,000,000
Citigroup Global Markets Limited . . . ... .. ... ... . . . . 150,000,000
Bank of Communications Co., Ltd. Hong Kong Branch .. ................... 150,000,000
The Hongkong and Shanghai Banking Corporation Limited. . . ... ............. 150,000,000
Industrial and Commercial Bank of China (Asia) Limited . . ... ............... 150,000,000
China Construction Bank (Asia) Corporation Limited . . . . ................... 150,000,000
China Securities (International) Corporate Finance Company Limited ... ........ 20,000,000
Standard Chartered Bank. . . .. ... ... . . . 20,000,000
ABCI Capital Limited. . . .. ... . e 20,000,000
China International Capital Corporation Hong Kong Securities Limited . . ... ... .. 20,000,000
CLSA Limited . . . ..o e 20,000,000
Total . . 1,000,000,000

The Issuer and the Company have agreed to indemnify the Joint Lead Managers against certain liabilities
in connection with the offer and sale of the Bonds. The Subscription Agreement provides that the
obligations of the Joint Lead Managers are subject to certain conditions precedent, and entitles the Joint
Lead Managers to terminate it in certain circumstances at any time prior to the payment of the net proceeds
of the issue of the Bonds, as applicable, to the Issuer on the closing date of this offering (the “Closing
Date”). The Joint Lead Managers and certain of their respective affiliates may have performed certain
investment banking and advisory services for the Issuer, the Company and/or their respective affiliates
from time to time for which they have received customary fees and expenses and may, from time to time,
engage in transactions with and perform services for the Issuer, the Company and/or their respective
affiliates in the ordinary course of their business. The Joint Lead Managers or certain of their respective
affiliates may purchase the Bonds and be allocated the Bonds for asset management and/or proprietary

purposes but not with a view to distribution.

The Joint Lead Managers and their respective affiliates are full service financial institutions engaged in
various activities, which may include securities trading, commercial and investment banking, financial
advisory, investment management, principal investment, hedging, financing and brokerage activities. In
the ordinary course of their various business activities, the Joint Lead Managers and their respective
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or
related derivative securities) and financial instruments (including bank loans) for their own account and
for the accounts of their customers and may at any time hold long and short positions in such securities
and instruments. Such investments and securities activities may involve securities and instruments of the

Issuer, the Company and/or the Company’s other subsidiaries, including the Bonds.
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The Joint Lead Managers or their respective affiliates may place order, be allocated or purchase the Bonds
for its or their own account (and such order, allocation or purchase may be material) and enter into
transactions, including credit derivatives, such as asset swaps, repackaging and credit default swaps
relating to the Bonds and/or other securities of the Issuer, the Company or the Company’s other
subsidiaries or associates at the same time as the offer and sale of the Bonds or in secondary market
transactions. Such transactions would be carried out as bilateral trades with selected counterparties and
separately from any existing sale or resale of the Bonds to which this offering circular relates

(notwithstanding that such selected counterparties may also be purchasers of the Bonds).

Notice to capital market intermediaries and prospective investors pursuant to paragraph 21 of the
Hong Kong SFC Code of Conduct — Important Notice to CMIs (including private banks)

This notice to CMIs (including private banks) is a summary of certain obligations the SFC Code imposed
on CMIs, which requires the attention and cooperation of other CMIs (including private banks). Certain
CMIs may also be acting as OCs for this offering and are subject to additional requirements under the SFC
Code.

Prospective investors who are the directors, employees or major shareholders of the Issuer, the Guarantor,
a CMI or its group companies would be considered under the SFC Code as having an Association with the
Issuer, the Guarantor, the CMI or the relevant group company. CMIs should specifically disclose whether
their investor clients have any Association when submitting orders for the Bonds. In addition, private
banks should take all reasonable steps to identify whether their investor clients may have any Associations
with the Issuer, the Guarantor, or any CMI (including its group companies) and inform the Joint Lead

Managers accordingly.

CMIs are informed that, unless otherwise notified, the marketing and investor targeting strategy for this
offering includes institutional investors, sovereign wealth funds, pension funds, hedge funds, family
offices and high net worth individuals, in each case, subject to the selling restrictions set out elsewhere

in this offering circular.

CMIs should ensure that orders placed are bona fide, are not inflated and do not constitute duplicated
orders (i.e., two or more corresponding or identical orders placed via two or more CMIs). CMIs should
enquire with their investor clients regarding any orders which appear unusual or irregular. CMIs should
disclose the identities of all investors when submitting orders for the Bonds (except for omnibus orders
where underlying investor information may need to be provided to any OCs when submitting orders).
Failure to provide underlying investor information for omnibus orders, where required to do so, may result

in that order being rejected. CMIs should not place “X-orders” into the order book.

CMIs should segregate and clearly identify their own proprietary orders (and those of their group
companies, including private banks as the case may be) in the order book and book messages.

CMIs (including private banks) should not offer any rebates to prospective investors or pass on any rebates
provided by the Issuer or the Guarantor. In addition, CMIs (including private banks) should not enter into
arrangements which may result in prospective investors paying different prices for the Bonds.

The SFC Code requires that a CMI disclose complete and accurate information in a timely manner on the
status of the order book and other relevant information it receives to targeted investors for them to make
an informed decision. In order to do this, those Joint Lead Managers in control of the order book should
consider disclosing order book updates to all CMIs.
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When placing an order for the Bonds, private banks should disclose, at the same time, if such order is
placed other than on a “principal” basis (whereby it is deploying its own balance sheet for onward selling
to investors). Private banks who do not provide such disclosure are hereby deemed to be placing their
order on such a “principal” basis. Otherwise, such order may be considered to be an omnibus order
pursuant to the SFC Code.

In relation to omnibus orders, when submitting such orders, CMIs (including private banks) that are
subject to the SFC Code should disclose underlying investor information in respect of each order
constituting the relevant omnibus order (failure to provide such information may result in that order being
rejected). Underlying investor information in relation to omnibus orders should consist of:

. the name of each underlying investor;

. a unique identification number for each investor;

. whether an underlying investor has any “Associations” (as used in the SFC Code);

. whether any underlying investor order is a “Proprietary Order” (as used in the SFC Code); and
. whether any underlying investor order is a duplicate order.

Underlying investor information in relation to omnibus order should be sent to: dcmhk@bocgroup.com;
projectseagull @bochk.com; DCM.Omnibus @citi.com; dcm@bankcomm.com.hk; vincent.y.fang@icbcaisa.com;
liguige.isabelle@icbcasia.com; linziying.lavinia@icbcasia.com; giruixiao.tracy @icbcasia.com;
ccba_dcm@asia.ccb.com; SYNHK @sc.com; abcic.decm@abci.com.hk; ProjectSeagull@clsa.com.

To the extent information being disclosed by CMIs and investors is personal and/or confidential in nature,
CMIs (including private banks) agree and warrant: (A) to take appropriate steps to safeguard the
transmission of such information to any OCs; and (B) that they have obtained the necessary consents from
the underlying investors to disclose such information to any OCs. By submitting an order and providing
such information to any OCs, each CMI (including private banks) further warrants that they and the
underlying investors have understood and consented to the collection, disclosure, use and transfer of such
information by any OCs and/or any other third parties as may be required by the SFC Code, including to
the Issuer, the Guarantor, relevant regulators and/or any other third parties as may be required by the SFC
Code, for the purpose of complying with the SFC Code, during the bookbuilding process for this offering.
CMIs that receive such underlying investor information are reminded that such information should be used
only for submitting orders in this offering. The Joint Lead Managers may be asked to demonstrate
compliance with their obligations under the SFC Code, and may request other CMIs (including private
banks) to provide evidence showing compliance with the obligations above (in particular, that the
necessary consents have been obtained). In such event, other CMIs (including private banks) are required
to provide the relevant Joint Lead Manager with such evidence within the timeline requested.

In connection with the issue of the Bonds, any of the Stabilisation Managers (or any person acting on
behalf of any Stabilisation Manager) may over-allot Bonds or effect transactions with a view to supporting
the market price of the Bonds at a level higher than that which might otherwise prevail. However, there
is no assurance that any of the Stabilisation Managers (or any person acting on behalf of any Stabilisation
Manager) will undertake stabilisation action. Any stabilisation action may begin on or after the date on
which adequate public disclosure of the terms of the offer of the Bonds is made and, if begun, may be
ended at any time, but it must end no later than the earlier of 30 days after the issue date of the Bonds
and 60 days after the date of the allotment of the Bonds. Any stabilisation action or over-allotment must
be conducted by the relevant Stabilisation Manager (or any person acting on behalf of any Stabilisation
Manager) in accordance with all applicable laws and rules.
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Each of the Issuer and the Company has agreed that it will not, for a period of 30 days after the date of
the Subscription Agreement, without the prior written consent of the Joint Lead Managers, offer, sell,
contract to sell, pledge or otherwise dispose of, or enter into any transaction which is designed to, or might
reasonably be expected to, result in the disposition (whether by actual disposition or effective economic
disposition due to cash settlement or otherwise) by the Issuer, the Company or any Covered Subsidiaries
(as defined in the Subscription Agreement) of the Company, directly or indirectly, or announce the
offering, of any debt securities issued or guaranteed by the Issuer or the Company having a tenor of more
than one year (other than (i) the Bonds, (ii) any loans, including bilateral or syndicated loans or club deals,
(ii1) any short-term notes having a tenor of 400 days or shorter) and (iv) any debt securities offered solely
in the PRC).

SELLING RESTRICTIONS

General

The distribution of this offering circular or any offering material and the offering, sale or delivery of the
Bonds are subject to restrictions and may not be made except pursuant to registration with or authorisation
by the relevant securities regulatory authorities or an exemption therefrom. Therefore, persons who may
come into possession of this offering circular or any offering material are advised to consult with their own
legal advisors as to what restrictions may be applicable to them and to observe such restrictions. This
offering circular may not be used for the purpose of an offer or invitation in any circumstances in which
such offer or invitation is not authorised.

No action has been taken or will be taken in any jurisdiction by the Issuer, the Company, or the Joint Lead
Managers that would, or is intended to permit a public offering, or any other offering under circumstances
not permitted by applicable law, of the Bonds, or possession or distribution of this offering circular, any
amendment or supplement thereto issued in connection with the proposed resale of the Bonds or any other
offering or publicity material relating to the Bonds, in any country or jurisdiction where action for that
purpose is required. Persons into whose hands this offering circular comes are required by the Issuer, the
Company, and the Joint Lead Managers to comply with all applicable laws and regulations in each country
or jurisdiction in which they purchase, offer, sell or deliver the Bonds or have in their possession,
distribute or publish this offering circular or any other offering material relating to the Bonds, in all cases

at their own expense.

If a jurisdiction requires that the offering be made by a licensed broker or dealer and the Joint Lead
Managers or any affiliate of them is a licensed broker or dealer in that jurisdiction, the offering shall be

deemed to be made by the Joint Lead Managers or such affiliate on behalf of the Issuer in such jurisdiction.
United States

The Bonds and the Guarantee have not been and will not be registered under the U.S. Securities Act of
1933 (the “Securities Act”) and, subject to certain exceptions, may not be offered or sold within the

United States.

The Bonds and the Guarantee are being offered and sold outside of the United States in reliance on
Regulation S.

In addition, until 40 days after the commencement of the offering of the Bonds and the Guarantee, an offer

or sale of the Bonds or the Guarantee within the United States by any dealer (whether or not participating

in the offering) may violate the registration requirements of the Securities Act.
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United Kingdom

Each Joint Lead Manager has represented, warranted and agreed that:

(a) it has only communicated or caused to be communicated, and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the Financial Services and Markets Act 2000 (as amended, the “FSMA™)) received by
it in connection with the issue or sale of the Bonds in circumstances in which Section 21(1) of the
FSMA does not apply to the Issuer or the Company; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything

done by it in relation to the Bonds in, from or otherwise involving the United Kingdom.

Hong Kong

Each of the Joint Lead Managers has represented, warranted and agreed that:

(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Bonds other than (a) to “professional investors” as defined in the Securities and Futures Ordinance
(Cap. 571) of Hong Kong (the “SFO”) and any rules made under the SFO; or (b) in other
circumstances which do not result in the document being a “prospectus” as defined in the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong (the
“C(WUMP)O”) or which do not constitute an offer to the public within the meaning of the
C(WUMP)O; and

(ii) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Bonds, which is directed at, or the contents of which are likely
to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities
laws of Hong Kong) other than with respect to the Bonds which are or are intended to be disposed
of only to persons outside Hong Kong or only to “professional investors” as defined in the SFO and
any rules made under the SFO.

Japan

The Bonds have not been and will not be registered under the Financial Instruments and Exchange Act of
Japan (Act No. 25 of 1948, as amended, the “Financial Instruments and Exchange Act”). Accordingly,
each Joint Lead Manager has represented and agreed that it has not, directly or indirectly, offered or sold
and will not, directly or indirectly, offer or sell any Bonds in Japan or to, or for the benefit of, any resident
of Japan (which term as used herein means any person resident in Japan, including any corporation or
other entity organised under the laws of Japan) or to others for re-offering or re-sale, directly or indirectly,
in Japan or to, or for the benefit of, any resident of Japan except pursuant to an exemption from the
registration requirements of, and otherwise in compliance with, the Financial Instruments and Exchange

Act and other relevant laws and regulations of Japan.
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Singapore

Each of the Joint Lead Managers has acknowledged that this offering circular has not been registered as
a prospectus with the Monetary Authority of Singapore. Accordingly, each Joint Lead Manager has
represented, warranted and agreed that it has not offered or sold any Bonds or caused the Bonds to be made
the subject of an invitation for subscription or purchase, and will not offer or sell any Bonds or cause the
Bonds to be made the subject of an invitation for subscription or purchase, and has not circulated or
distributed, nor will it circulate or distribute, this offering circular or any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the Bonds, whether directly
or indirectly, to any person in Singapore other than (i) to an institutional investor (as defined in Section
4A of the Securities and Futures Act 2001 of Singapore, as modified or amended from time to time (the
“SFA”)) pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the
SFA) pursuant to Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and
in accordance with the conditions specified in Section 275 of the SFA, or (iii) otherwise pursuant to, and

in accordance with the conditions of, any other applicable provision of the SFA.

Where the Bonds are subscribed or purchased under Section 275 of the SFA by a relevant person which
is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or

more individuals, each of whom is an accredited investor; or

(b) atrust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and

each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of that
corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall not be
transferred within six months after that corporation or that trust has acquired the Bonds pursuant to an

offer made under Section 275 of the SFA except:

(i)  to an institutional investor or to a relevant person, or to any person arising from an offer referred to
in Section 275(1A) or Section 276(4)(c)(ii) of the SFA;

(i) where no consideration is or will be given for the transfer;

(iii) where the transfer is by operation of law;

(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities and
Securities-based Derivatives Contracts) Regulations 2018.

Singapore SFA Product Classification: In connection with Section 309B of the SFA and the CMP
Regulations 2018, the Issuer has determined, and hereby notifies all relevant persons (as defined in
Section 309A(1) of the SFA), that the Bonds are ‘prescribed capital markets products’ (as defined in the
CMP Regulations 2018) and Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice
on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).
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PRC

Each Joint Lead Manager has represented, warranted and undertaken that the Bonds are not being offered
or sold and may not be offered or sold, directly or indirectly, in the PRC, and the Bonds may not be offered
or sold, and will not be offered or sold to any person for re-offering or resale, directly or indirectly, to any

resident of the PRC, except as permitted by the applicable laws and regulations of the PRC.

British Virgin Islands

Each Joint Lead Manager has represented, warranted and agreed that no invitation has been made or will
be made, directly or indirectly, to any person in the British Virgin Islands or to the public in the British
Virgin Islands to purchase the Bonds and the Bonds are not being offered or sold and may not be offered
or sold, directly or indirectly, in the British Virgin Islands, except as otherwise permitted by the British

Virgin Islands laws.

This offering circular does not constitute, and there will not be, an offering of the Bonds to any person

in the British Virgin Islands.

- 109 -



RATINGS

The Bonds are expected to be assigned a rating of “A+” by S&P upon issuance. Additionally, the Guarantor
has been assigned a corporate credit rating of “A1” with negative outlook by Moody’s, “A+” with stable
outlook by S&P and “A+” with stable outlook by Fitch. The sovereign rating of the PRC is “Al” with
negative outlook by Moody’s, “A+” with stable outlook by S&P and “A+” with stable outlook by Fitch.
The credit ratings accorded the Bonds are not a recommendation to purchase, hold or sell the Bonds
inasmuch as such ratings do not comment as to market price or suitability for a particular investor. We
cannot assure you that the ratings will remain in effect for any given period or that the ratings will not

be revised by the rating agencies in the future if, in their judgement, circumstances so warrant.
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INDEPENDENT AUDITOR

The consolidated statements of financial position of CNPC and its subsidiaries as at 31 December 2022
and the consolidated statements of comprehensive income of CNPC and its subsidiaries for each of the
year ended 31 December 2022 included elsewhere in this offering circular have been audited by Baker
Tilly China, the independent auditor of the Company. The consolidated statements of financial position of
CNPC and its subsidiaries as at 31 December 2021 and the consolidated statements of comprehensive
income of CNPC and its subsidiaries for the year ended 31 December 2021 included elsewhere in this
offering circular have been audited by Da Hua Certified Public Accountants (Special General Partnership),

the former independent auditor of the Company.
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GENERAL INFORMATION

Listing: Application will be made to the Hong Kong Stock Exchange for the listing of, and
permission to deal in, the Bonds by way of debt issues to Professional Investors only and such
permission is expected to become effective on 26 January 2024.

Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations in
connection with the execution, issue and performance of its obligations under the Bonds, the Trust
Deed and the Agency Agreement. The issue of the Bonds was authorised by resolutions of the board
of directors of the Issuer on 6 December 2023. Save for (i) the Cross-border Security Registration
and (ii) the NDRC Post-Issuance Filing, the Company has obtained all necessary consents, approvals
and authorisations in connection with the giving and performance of the Guarantee, the execution of
the Trust Deed and the Agency Agreement. The giving of the Guarantee was authorised by
resolutions of the board of directors of the Company on 27 December 2023 and an approval of the
General Accountant of the Company dated 19 July 2023.

No Material Adverse Change: Save as disclosed in this offering circular, there has been no material
adverse change in the financial or trading position or prospects of the Company since 31 December
2022 and there has been no material adverse change in the financial or trading position or prospects
of the Issuer since the date of its incorporation.

Litigation: Save as disclosed in this offering circular, neither of the Issuer or the Company is
involved in any litigation or arbitration proceedings that the Issuer or the Company, as the case may
be, believes are material in the context of the Bonds, nor is any of the Issuer or the Company aware

that any such proceedings are pending or threatened.

Available Documents: Copies of the following documents will be available for inspection from the
Issue Date at 9 Dongzhimen North Street, Dongcheng District, Beijing, PRC:

(a) copies of the financial reports on the financial information of the Guarantor for the years ended
31 December 2021 and 2022;

(b) the Trust Deed;

(c) the Agency Agreement;

(d) the memorandum and articles of association of the Issuer; and

(e) the Articles of Association of the Guarantor.

Reporting Accountants: The consolidated financial statements of CNPC as of and for the year ended
31 December 2022 set out in this offering circular have been audited by Baker Tilly China, as stated
in their reports appearing therein. The consolidated financial statements of CNPC as of and for the
year ended 31 December 2021 set out in this offering circular have been audited by Da Hua Certified

Public Accountants (Special General Partnership), as stated in their reports appearing therein.

Clearing Systems and Settlement: The Bonds will be lodged and cleared through the CMU.

CMU Instrument Number: CILHFB24001
ISIN: HKO0000980174
Common Code: 274403829
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ANNEX A - GLOSSARY OF OIL AND GAS INDUSTRY TERMS

“barrel” — approximately 42 U.S. gallons.
“bbl” — barrel of oil.
“bcf” — billion cubic feet, which is equivalent to approximately 28.32 million cubic metres.

“boe” — barrels of oil equivalent. Conversion of gas reserves to barrels of oil equivalent is at the ratio of
6 billion standard cubic feet of gas to 1 million barrels of crude oil.

“bpd” — barrels per day.

“crude oil” — crude oil including condensate and natural gas liquids. Condensate means light hydrocarbon
substances produced with natural gas that condense into liquid at normal temperatures and pressures
associated with surface production equipment. Natural gas liquids mean hydrocarbons that can be
extracted in liquid form together with natural gas production. Ethane and pentanes are the predominant
components of natural gas liquids, with other heavier hydrocarbons also present in limited quantities.
“CBM” — coal bed methane.

“CSG” — coal seam gas.

“gas” — natural gas.

“LNG” — liquefied natural gas.

“mcf” — thousand cubic feet.

“mmcf” — million cubic feet.

“mmbbl” — million barrels of oil.

“mmboe” — million barrels of oil equivalent.

“natural gas” — a mixture of hydrocarbons that originally exist in gaseous phase in natural underground
reservoirs and is classified as either associated gas or non-associated gas.

“NGL” — natural gas liquids.
“0il” — crude oil, condensate and natural gas liquids.

“primary distillation capacity” — at a given point in time, the maximum volume of crude oil a refinery is
able to process in its basic distilling units.

Conversion Table

1 barrel-of-oil equivalent 1 barrel of crude oil = 6,000 cubic feet of natural gas

1 cubic meter 35.315 cubic feet

1 metric ton of crude oil = 7.389 barrels of crude oil
(assuming an API gravity of
34 degrees)

1 ton of crude oil

~A-1-—



INDEX TO FINANCIAL STATEMENTS

Page
AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE COMPANY FOR THE
YEAR ENDED 31 DECEMBER 2021
Independent Auditor’s Report for the Year Ended 31 December 2021 . .................. F-4
Consolidated Balance Sheet as of 31 December 2021 .. ... ....... ... .. .. .. ......... F-8
Consolidated Statement of Comprehensive Income for the Year Ended 31 December 2021 . . .. F-9
Consolidated Cash Flow Statement for the Year Ended 31 December 2021 ............... F-10
Consolidated Statement of Changes in Equity for the Year Ended 31 December 2021........ F-11
Company Balance Sheet as of 31 December 2021 . ... ... .. ... .. ... .. .. .. .. .. .. ... F-13
Company Statement of Comprehensive Income for the Year Ended 31 December 2021 ... ... F-14
Company Cash Flow Statement for the Year Ended 31 December 2021 . ... .............. F-15
Company Statement of Changes in Equity for the Year Ended 31 December 2021 .......... F-16
Notes to the Financial Statements for the Year Ended 31 December 2021 ... ............. F-18
AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE COMPANY FOR THE
YEAR ENDED 31 DECEMBER 2022
Independent Auditor’s Report for the Year Ended 31 December 2022 ... ................ F-91
Consolidated Balance Sheet as of 31 December 2022 .. ....... .. ... ... .. ... ... ..... F-94
Consolidated Statement of Comprehensive Income for the Year Ended 31 December 2022 . ... F-95
Consolidated Cash Flow Statement for the Year Ended 31 December 2022 . .............. F-96
Consolidated Statement of Changes in Equity for the Year Ended 31 December 2022 ....... F-97
Company Balance Sheet as of 31 December 2022 . ... ... ... .. .. .. .. .. .. . . . ... F-99
Company Statement of Comprehensive Income for the Year Ended 31 December 2022 . ... .. F-100
Company Cash Flow Statement for the Year Ended 31 December 2022 . ... .............. F-101
Company Statement of Changes in Equity for the Year Ended 31 December 2022 . ......... F-102
Notes to the Financial Statements for the Year Ended 31 December 2022 .. .............. F-104

_F-1-



China National Petroleum Corporation

Auditor’s Report

D.H.8.Z.[2022]0011379

Da Hua Certified Public Accountants (Special General Partnership)



China National Petroleum Corporation

Auditor’s Report and Financial Statements

(1 January 2021 to 31 December 2021)

Content Page
Auditor’s Report 1-4

Audited Financial Statements

Consolidated Balance Sheet 1
Consolidated Statement of Comprehensive 2
Income

Consolidated Cash Flow Statement 3
Consolidated Statement of Changes in Equity 4-5
Parent Company’s Balance Sheet 6
Parent Company’s Statement of Comprehensive 7
Income

Parent Company’s Cash Flow Statement 8
Parent Company’s Statement of Changes in 9-10
Equity

Notes to Financial Statements 1-72

_F3-—



R VO | kE4EESE

Da Hua Certified Public Accountants (Special General Partnership)

12th Floor, Building 7, Yard 16, Middle West Fourth Ring Road, Haidian District, Beijing [100039]
Tel: 86 (10) 5835 0011 Fax: 86 (10) 5835 0006
www.dahua-cpa.com

Auditor's Report

D.H.S.Z.[2022]0011379

To the Owners of China National Petroleum Corporation:

I. Audit Opinion

We have audited the accompanying financial statements of China National
Petroleum Corporation (Herein after “CNPC”), Which comprise the consolidated and
the parent company’s balance sheet as at 31 December 2021, the consolidated and the
parent company’s statement of comprehensive income, cash flows statements ,
statements of changes in equity for the year then ended, and notes to the financial
statements.

In our opinion, the accompanying financial statements present in all material
respects in accordance with provisions on the basis for the preparation of financial
statements and fairly reflect China Petroleum’s financial position at 31 December
2021 and the financial performance and cash flows for the year then ended.

I1.Basis for Audit Opinion

We conducted our audit in accordance with CICPA Standards on Auditing
(“CSAs”). In ‘Certified Public Accountant’s Responsibilities for the Audit of
Financial Statements’ of this report, our responsibilities under these standards are
described. Those standards require that we comply with CICPA professional ethical
requirements, that we are independent from CNPC and have fulfilled all other ethical
obligations. We believe that we have obtained sufficient and appropriate audit
evidence as basis of for our opinion.

I11.Other information

Management of CNPC is responsible for other information which includes the
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information covered in CNPC 's 2021 annual report, but does not include the financial
statements and our audit report.

Our audit opinion on the financial statements do not cover any other information,
and we do not publish any form of forensic conclusions on other information.

In conjunction with our audit of the financial statements, our responsibility is to
read other information while considering whether other information is materially
inconsistent with the financial statements or what we learned during the audit or that
there is a material misstatement.

Based on the work we have performed, we should report the fact if we determine
that there is a material misstatement of other information. In this respect, we have no
need to report any item.

IV.Responsibilities of Management and Those Charged with

Governance for the Financial Statements

Management of CNPC is responsible for the preparation and present these
financial statements fairly in accordance with the requirements of Accounting
Standards for Enterprises, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Management of CNPC is also responsible for assessing CNPC’s ability to
continue as a going concern, disclosing matters related to going concern (if
applicable), and using going concern assumption, unless the management either
intends to liquidate the Company or to cease operations or has no realistic option to
comply.

Those charged with governance are responsible for overseeing the CNPC’s
financial reporting process.

V.Certified Public Accountant’s Responsibilities for the Audit of

Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial
Statements as a whole are free from material misstatements, whether due to fraud or
error, and to issue an independent auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit

conducted in accordance with CSAs will always detect a material misstatement when
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it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions the users taken on the basis of these Financial Statements.
As part of an audit in accordance with CSAs, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:
I Identify and assess the risks of material misstatements of the Financial
Statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis of our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, intentional omissions, misrepresentations, or the override of internal
control.
2.0btain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of such internal control.

3.Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures by management.

4.Conclude on the appropriateness of management’s use of the going concern
basis of accounting. Based on the audit evidence obtained, conclude on whether a
material uncertainty exists related to events or condifions that may cast significant
doubt on CNPC’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However. future events or conditions
may cause CNPC to cease to continue as a going concern.

5.Evaluate the overall presentation, structure and content of the Financial

Statements, and evaluate whether Financial Statements fairly reflected the
underlying transactions and events.

6.0btain sufficient appropriate audit evidence regarding CNPC’s financial

information of the entities or business activities within the Group to express an

opinion on the Financial Statements. We are responsible for the direction,
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supervision and performance the Group audit. We remain solely responsible for our
audit opinion.
We communicate with those charged with governance on audit scope, time
schedule and significant audit findings, including internal control flaws that worth
attention.

VI1.Use Restriction

This audit report is only for the issuance of bonds by CNPC and may not be used

for other purposes.

Da Hua Certified Public Accountants

(Special General Partnership) CICPA:
Xincai-Y-an
| &=
i &
Beijing, China CICPA: @ e
Qiang Fei

April 25 2022
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Prepargd by: China Nafional Petroleum Gorporation

Consolidated Balance Sheet

As al 3 December 2021

Enlerprise finance Labls 01
Amount unit:Ten theusand yuan

liem Mote Vil | Closing Balancs | Opening Balance ltem Note VIl | Closing Balense Opening Balance
Gurrent assats: — —_— Current liabilities: —_— _—
Cash an benk 0 27,139,144 22,580,682 Short tatm loans VI 693,711 7162321
+_ Settiement reserve Sloans fram cenlral bank 788,749 262,423
caPlacements with banks and other financis] insEtutiens (1] 23,106,205 18,573,505  Z.Deposit funds [XXTX) 45805 504 6,039,282
“rHeld for trading financia) esssts (un 10679143 9,093,672  ¢rHeld for tading finanual lighilities
Financtal assels atfair valus braugh pofit and loss Financial {iabiliies at fair value through profit and loes
Financial derivative assets 39,849 151,739 Financial Devivative liabilities 364,025 469,308
Nates receivable (Iv) 45218 70598 Holss payebla (O 6,856,200 6,038 770
Accounts recaivable {V} 8,414,957 8,143,600 Accounls payable (XXX 36,229,611 33,121,508
Ve Receivables financing D 254,003 826,193 Advances from cuslemers {001 274,861 583,285
Prepayments (V) 15,338,354 20,272,345 1 Contract Lishilibes XXX 10,558,380 11.444918
LPramiums receivable 10,122 6,862 24 Sele of repurchase financial assets 3,274,682 2,667,198
LuReinsigants receivables 79738 84591 5 Abgorplion of deposlts and mierbank deposits. POav) 20,424,440 20,008,354
4 Provision of sssion receivabla 177 100 164 282 £ Dealing in saourities 1 i
Other recelvables (VE) 5,757 958 3,625,801 & Underwriting of securities
< Bining back the sale of financial assets () 8,205,908 2,478,022 Employes henefits payabls (ONV) 4620338 3.893223
Inventories {X) 18,900,494 17,712,697 Taxas payabls LO0M) 8,812,336 7.240,652
w7 Contract essels )] 7,425,889 5,972,040 Other paysbles POV 7,873,086 8,427 316
Asseta hald for sale 4261274| 2 Handing fees and commissions payable 2758 4,006
Non-cimrent assels due within one yaer {xm 14717,016 14014526 Payable for reineurance 59,240 71983
Other current assets pany 11,185,778 14,447,036 Linbikties held for sake 226,182
Total current assots 154,476,316 142,781,578 Non-gurrent liabiliias due within one year GV 9,487 138 6,337,788
Moh-cdrront assets: — — Other current liabilities (XOX1X) 5,487,537 6,794,652
L Loans and advances {o customers Xv) 10,145 452 11,626,245 Total cument liabilities 126,919,808 116,804,656
¢ Debi vestmants XV} 7,067 625 9,543,295 |Ni t liabilities: -— _—
Avgilabla-for-sale financial investments = Insurance confaci ressrve 565,165 446,150
% Other dabt invesiments (XM} 2,116,119 4222444 Long-term lozns L8] 9,147 365 5.410,405
Held-lo-maturity invesimenis Bonds payable Xy 24429740 33318851
Long-larm recaivables XV 4757943 5,232 915 Inchuding: Praferred slock
Long-term equity investments. (Xviiny 31794559 29,218,080 Perpehual bond
31 Other equity instrument investmenls 821347 908,159 |  yr Lease iiabifities 2,832,154 2,858,703
<2 Offter non-cliven! financiel assels XBK) 3,366,227 5,352,819 Long-term payables. 1261,161 502,167
Investmeng properties 246763 247 544 Leng-tarm employee benefits payable 148,184 11578
Fixed asseis 49} 58,333,640 68,532,947 Accrued liabliies xun 15,009 181 13,934,840
Congtnuclion in progresa [e34)] 25,981,994 25 221,709 Deferred income 1,050,030 1280810
Productive hiclogical assats Defered tax lisbililies 4428511 3131022
Ofl and gas agsete. XX 95,258,850 94,418,674 Qther non-cumrent lisbil bes (XL 280,828 314,416
¥ Right-of-use aseets £0aH) 4,583 409 4,081,865 Totad nen-current liabilities: 59,152,319 61,348,942
Intangible asseis (PXXIY) 10,567 3560 10,147 457 Total labilitos 186,072,127 180,153.598
Devalopmant expendiiire 114553 96,368 Sharsholdings' Equity: — _—
Gootwil [Led)] 807,795 821,811 Paid-in capital (o Share capiial ¥ 48,635,500 46,685,500
Long-term deferrsd expenses 3575612 3317 36 Slate-owned capital 10,269,408 14,770,214
Deferred lax asssls (V1 2,169,434 2,054 286 Capited reserve (XUv) 25902,334 25,544,143
Qlher non-cument. assels POV 3,026,390 3202471 Less: Treasury stock
Of which: spacial ressnva materials 1,809,964 2,295,787 Qher comprehensive income 5,365,865 -4,345 233
Total non-current assets 264,766 502 265,157,318 Incfuding: Exchange differences enising frem foreign curency trans|ation 5,056,751 4,891 406
Spocial rassrve 1524,368 1,769,080
Suplus reserve L) 108,531,185 108,427,123
Z.General resarve 1,258,514 1,185,750
Reteined eamings 7.081,245 1677287
Equity aftributable ta owmers of the parent 199,016,590 197,719,864
Non-controlling interasls 34,164,601 34,085,435
Total sharsholders’ equity 233,171,291 231,786,299
Tokal agsats 419,243 418 411,938 897 Total liabilitas and owners’ squity 418,243,448 417,938,307
Nole: The accounts with ™ in the table are spesial for consclidated accounting statements; /.is for financial enterprises; # s for foreign-invested prises; Y1 is applicable ‘o ! the new i
financial instrament standards.
Legal Reprasenlativa: Chigf Azcountant: Haad of Accointing:

page 1

_F-8 -



7 eded

“S)UBWE|S [PTaVEL] Sy Jo Wed a2 S]USWAR)S O] Sal0U paYIElY

spiepuEls | felueuy PETE K o| sjgeaydde s1 4¢ 'sasudiaua aiuzy o) [T Isjuewele)s Bugunoose pejeposued Joj eiveds Bie BIGE) 3 U1, YA SILNOSIE 3| (SI0N
166%2L°) 826'70F (U] Apisans juewwaach < Bupnjou
areys jed sbuwea peinig | 176'099°) 589482 {In) suIo2U BuyEIade-UoN “ppy
aieys ad sbuwea oseg | $8Z'609°6 0/9'9%8p"02 {s50] 48y, -, 3 Wud Bupeiedg|
e.eys Jed sBuweT ||IA £96'78 | 1051 (A = Ui pajsi aig 58550|) [Bs0dsIp )a5SE Walj SUten)
£e1'vee 1BG'R8Y'E sLop DuAuoa-uok of SlREINOY | 955 706 621'969°- Ly} { =, Wm pasy eue sassol) sessol WaLLedW Jassy
552'962 L41'502'S UEq 34, jo SiaployaRys Anba o} sFEINGUNY | 169'6L" 9LE'LLG" () {7 Ui pejsi] 5.2 $2820]) S3850] UtLBAN WPAIT 2%
GAVEEL} POL'PEO'8 ewoaul aalsueyidwes .o (IA| £4€'258 1i2'6E0 -, Ui\ PBI3)| BIE S95T0Y anfes i) U salUEYD Wol) SUBD
GO5'GHY)’ |- LR0ZE- XE] J0 13t "sisasu) Bu U 0} 2|qENqUpe SWeal s d o, | - - { . i pejs 2ue sessol) amsodxe jau uo sueb Bubpay 3t
662 SRUOE | 99501 S69'F (. i paisy eJe 30550]) suIRD abueyoxy 7
66671602 ¥HE'S80° ) uolj)suel; Aauasno ubiao) oy Buisie saausiayp obueyara g 0% }509 haZiiowe je pensealy awoout uonuiiooa/ap 19sse [elouey|d X
(50550] pue 1yosd abpay moy-uses 0 ved amjosga ) sbpey Moy use /. 6OZ 8- G6O'LIE} (i SRIMGUAA JUIC PUE SHIEI20SSE LG SWOAU| JUAURSSAUL YoM JO
€08 BS- SWBLISEAL 18P S0 jo sass0] 1Ipald pajads i saliteys laN'g &t | £88'LET'S 108'CEY'y ] (.- this paysy| ase sass0j] Suuoaus juaunsanu]
SUSUASIAU [RISUBL) S|ES-0F-B]qB{IEAE O] SLAWISAAUL fUmew o) BUP|GH 0 UDHEDYISSE e G 160581} 255'956°L im BUWOIL] IBUC SNl
swedur sasUaR.dNeD 1o ol siBssy [eRuRU jo Logeayssepsy ' 5t | [49'856'L XA 4 sy
SWALNSBALL [EIOUELL BIES-10}B|qBIIEAR Jo S]eA IR} th sabuey e 985118 E19'462 Yl upefi sfiueyaxgy
FL5'C)- 5029 SIUIWISIAUI 0P Jauo jo anjen Jiey Ul sebueunz B | 0GE'ZhL §95° L1 sl BilDoNI SaIaYY]
826'7 67828 S1003U; BASUBYRIdIIOS JBYIO §0 AIBYS SBBISEALI PEURCIOE-A b | G5/ 0682 BLLOZLE 4] sesuadxa jsasequ Buipnpu)
688'BER'Z- PEE'020'1- spoued Juanbasgns 1 sso] o oid of ©q 0] Swooul oz a0 (1) | £0L'OKS'Z SITHTT a0 sasuadye eisueuly
- - SiYa's vEB'SE2'T BL1'6T5'E sesLadxa jualidapaasp pue yolzesey I
- - 38t 1paia s, asdiaus jo anfe ey v sebueyo 51 | Z69'106'7 ovgobt's (X sasuEdNs SARRASIULLPE e elsUsy 9_
12822~ 08'%1 SIUBWIISBAL JUSLINIIS| AINGS 10 0 aNfEA B} Ul SBLeYYE 25 | G/'GRE") Hr'Ore'L {IATY) sasuadxa bunjsg =
- - SWoN SAISUAYAIdLIOD B0 J0 3IBLS SABISBALI POUINGSE-AINdT E ZI6F26'0z 6EE'896°CZ safljeyans pue saxe| :
26e'e Si) sunebiqo 1jauaq pouyep painsesuiar t ssbueys’'} 1808} ¥58'61 SIHMSU[BI O} PAP3 SLUNMBIAT
§22°61- SeO'sh spoved Juenbesqns Ui sso) Ja yoid oy 24 0] Jou alwaou aysuRgaduco oG I | - - SPUBRINp Japoukaliog ST
2119582 BYE'LLO")- Iyl e} §0 jou “Wesed ay) Jo SIBUMO O} S|gEINGLNE Buooul smsUsyaIdws BN | 926708 SGL'L0L 1RIUO0 aouRINSU Jo Sanasal Ll sBuRya JaNTT
£88°C06'E- BOL'ZEE)- X J0 32U ‘awleau) ansuayaidwe IBB0 |n] 10605 215 swie)d spppoydopd ENY
- - sushesRdo panuuodsp Wl Jold yap - - 3IapuaLng =7
2oL'z20's Z6£°920'0) suoerado Bumipuoo woy wesd 1N | 2987 159'95] asuadxa LoISSIWWOS pie 33477
Anuguon uonesado Aq pazusales (1) 67688 163658 a8 18RI T
892°0:8'} 908808 siseial BullaLeo-Uol o} aldeinauye Wit 1eN . | 0BE'§O2'BS 1 v 0eZ'y Iz [(hyVy) 8§28 40 1500 Bupniou)
PLR'9EL'E 925912’y Weated su) jo ssume o) SIEINGINE 10id 13N | §36'526°202 018216292 1500 Bugesade jmayy
diysiauna &9 pozuctaen (M v 'vi ) §£6'16 BUICAU LOISS|LILKS PUE 337
2914208 76292001 £29'59 LI0'TSE PRILES SWinIiR T
WEPELE Zhe'Lea'e [ty esuede e} sliosU] sse) | 90G120'7 90022 atioaul isalRy| 7
£46'16L 740'£99'94 (88910}~ } ¥ alajaq o NI SOR iy 207 676'6€1'82¢ it 8nuahay ‘buipnjou]
9£9'465° 189'649'Y (i) sesuade Bujeiadovay -ss2 [ 089'¥12'902 205'124°082 sanushel ss019)
polisg Jond Poued Jusung A ®IeN W] posg Jolig ptiad yumung 1A S1oN L
UBNA pUESNOL) 43 LN Junouny 1207 12qWansq |£ papus Jeak ay) 105 voneiodion wnajosad [BUGNEN BUNS AY [RUedasd

£0 #qe] eotievy asudisuy

AWOOU| AAISUBYBIAWOY JO JUBWIAIEIS PBIEPHOSLOY)



¢ aded

"SUSWIES [BIoURLY AU 40 Med ke SHUBWEIE]S 0] SOI0U PSYIERY

'598|IIGRIA [BI2URLIY 1O} SI57 YA SJUNGIR By L ‘@I0N

019'066'52 BLLZTV'ZE X7 suareanbe YSEa pue yse jo 2auereq Buipuz A — — Sa1AIE Buiseau| wod smojp yses N
¥25'905'0¢ 018'066'92 sefeninbs yseo pue isea jo saueieq Buuuieg vpY | /yZ'Li6'8L AT 0y g sepiagar fuparado Woy siol Ussa jeN
FHISIB'E- BOE'LEL'S spisjeninbe ysea pue Yses Ut sseesoulieN ‘Al 9581129022 EZ8'90°15T saplapoe Gunerads Loy SMOLBND Ysed Jo [Rakqng
0v8'Ghe’)- £Yb'vES- Sjua[EANbe Ysea pue yeo ua sjes sBueyaxs U UCRRMINY 10 19543 | 65/ 'FBE P 08°166'8 sspiagoe Bupasado Jayjo 1oj pled yse)
999'964')- 9P9'060%L =2)ABOE BuOUBLY Way) SMOL Yses 3K P09 ER'0E 10L'YSE'GE sefieyains pue saxe) o) pled yse
896/'899°L1) ZJ9'106'68 senugae BujsupuY WO SMOKING YSED |0 [Bpopng 60Y'022'Ge Lit'ZEN'9Z §9240)dWa JO Jeysq uo pue ) pled yse)
065'6/0'8 £L0'geg'/ sapiagoe Bupleuy Jauge Jo) pied ysen - - spuaplap Loijod Jay pled ysen<7
20z'216' 809'718'C SaUeIpiSANS AQ SJepioyaieys Auouw o} pred siya.d pue spuepimg Bupnon] | 8£9'559 042'562 SUDISSMIWIGD [t sefieya Buipury ‘syseselu Joj pled yseq 7
HE'588'Y 1#0'028'y 1saueju| Jo Jusided Jo Joud plle shlspiap jo uagngusip Joj pred yses - - $pun} pesingsip u| asessoul jeN 7
YOR'669'38 8L9'94Y £ sjuswéedai jgap o pied yse3 | 718'05 198'6 Sliefs jrefuos eouelnsu| [euibue Jo, pled ysen<y
ZELTIT0L 9T0'L48'5L saplARae BujsuBUY WOl MOI sea jo [maiqng 2£7'08) 'L 92904 SUaRRSUL [212ULI JeL0 PUE EYUEQ Lk PUE U2y eYliss yyw sysadap Ul esesiall BNs7
108’8041} 969 ssgiAoe Buiaueuy Jatfo way psaiedel yseD | 691'p60'Z- 926'98%'2 SILIDJShD 0} S3IUEARE PUE SUEO] U] 8sEEIIUI AN
988'Lb0'66 0E0'SLL'SL sfuponog woy peaeae) yeey | ZE0'RG6'061 00'661"221 RoASU 590jAkas pue paseifind spaof oj pled yeey
k] 00E'29 Dlolalays Auoun: Aq Lioy sape|pisqns 4q pan@ansyses ‘Bupnpyl | £95'265'652 GOL'E8T 16E sopiABoe Buperado wayj smojul ysea jo wa-qng
Shv'L9 00629 SuauseAL o uohdiosqe woy ysed | 082 ‘DK"Y 025'258'7L sepingoe Bugessdo Jsio wa.y pantadal sz
- - sangoe Bunueay woyy smoy ysey YlIf £28'pos £65'c8E safileyoins pue saxe) o spunjay
Al BIBBLY 02 $eniaE Bugseau| woy smoy ysea JaN - - segunosg jo Bujpe] Jusby woy penenay yse N =7
861500/ F B/E9'80L S sofyagok Bupsaau) wouy smane Yseo jo ejopqng Pr8'G40° - g1¥'00G spury sseuisny aseysindal U 9S83I0U| N 7
65C°Y ve4'62 seniagee Gugsaau) ;e Jof pled ysen - - SuoRnpEl] |epuBUY JBUC Pue SYuRq Way) sjuswaoe)d U] a5e2I0U1 JaN 7
1¥6'612 £6122 SHUN SSAUISNY Jaljo pue seuaipleqris a)inhoe o} pled YseajeN | |28'850'Z 695'112'T UOISSILUIGS PUE 93] J8a.BjUl ICY PaAIBSs] senT
- z SUED, 95pe[d Ul 5SEBI 18N | BE ) ZE E- CIE166 550] PUE 9010 UBOIL] Bn[EA 112] J6 539568 [BIUEL] ;0 [ES00SID U] 956310l JoN
ZL5'ves8l SITEL'L sjuawjsanut joj pled yseg | - - SioploYfalfod ioy sjuBwjsaAUI pue sysodep Ul asEaI0N 1N
08%'952'82 9Er'940°0E sjasse wia)-ug) Jatgo pue sjesse 2|qiBue) ‘sjesse paxy jongsucs pue ainboe o) pied ysey | g90'y £22'08 SSEUISNG SOURINSUIAI WOY PSAIBIG] YSBA JON 7
£rL020'2 9518299 SO[IAIOR LISUSIAU] LIOL SMOJJU| YsE3 Jo [E10}-ng 085004 951'e8 spenuos | [euBue jo ] | Buirtaonl wioy panman; ysen
904°82) 601109 sapugor Bunssnus 1ayo woy paneael yseg [ )20y 8¥9'PES- SUSENI=Ul [ERUBUY IO LG SUED] U] eseelol N7
£02'%42°8 9%551T'E (x7 SHun ssRUISNY JaL)o puE Eslz|pisqns 4o |esods|p Loy pasesal ysealeN  { 80E'6Z) 1947725 UEq [RNUaa Wol sBUMaLIY U] eseaIou] oY
Dmh.ww Nm_‘._mm slasse Ekwa.wzn_ Jayjc pLe s)esEE £n_m=ﬂ:_ 'sja55e pexy o _wmoam.,_u woy pasledal ysed jeN mwm_rm [ mmm,mﬁ:. SuOQnSUE [210UEUL J3LJ0 PUB SYUBQ Wod) 8NP pUR SISAWDISTIO Wol ma_monwu up asestaul JeN 7
1£90857 9€8'556'2 SUBLESOALI UD SLIMAI WOy paMBosi Usen | 94G'GED"Ly7 [e{0: AN A 3019t Jo Bulieplas pue spook 10 ajes wey penjeser yseo
£15'266'GH 5/7'661'81 SIS, J0 [EMEIPLGIM WY PBAIBIS] SED —_— — sapuagoe Bugerado woyy smoy yses
potind Jolig| pavad eny 1A BioN wey pouag Joud poyag Waung 1A sieN way

UenA pUESTIOL] U8 :ILn JuAoWY

£0 =qe) vaueu) esudieuy

120 Jequiaag 1€ papUa Jeak ol JoJ

JUBLWIJR)S SMOJ Yseq Pajepljosuo?)

uogeicdian Wwnejegad (BUoLEN BUIYD 4G palkdaid

- F-10 -



b efied

‘S|UBLES RO B} O HEd Wi USRS 0) SI0U PASUY

“SPIEPUR)S juslainsul [eruewt mew 8 Bugusuidu sesidaue o) aiqendde & X sosudiaus PRISIAUHUEDIRI0) Iy 5 4 TE3SCIRNG [BIOURLY 0] AT U3t SIUNCDOE @4 | ‘HoN

$52121'SET D98 ¥e 069" 9B0'66L SC'190'L PIERSE S81'165'201 695°FE0 59'598°G- - ¥EE'Z06'52 Sa'el- - STLERE0L 605'580'8Y 1202 1€ 18qUIe30) JE S8 Boue|eg ‘Al
- - - 69y N - - 69 - - - - - - SER0 9
- - - - - - - - - - - - - - sBunuas peuielas of 165U WOHU GrswaYBIdWED 1B CIT
- - - - - - - - - - - - - - sbuuies pauiea; o) apsues urld euag fuos u sebueyy -p
- - - - - - - - - - - - - - sess0) fumperyo samiesal snjdng g
- - - - - - - - - - - - - - (Ieyden Bueys 10) eyideo u-pied G seaesa) SIS J0 VOSIBAIRD ¢
- - - - - - - - - - - - - - ((encten aieys o) [eypdes ukpied oju) sanasel (2ideo jo ucisIBAUO] |
- - - 7697 - - - 60 - - - - - - Anbs sieumo jo pIEMI0S AU [eway) (A)
165 o5 - - - - : - - - - - - - 90 p
SIEG'E SBY'GLEE PEV058 Er 189 - - - - - - - - - - [1BPI0UBIBYS 18) SioUMS 0) POINGASIP 140l €
- - - YL T LT - - - - - - - - - sshiaza |alouab o lemeippp 7
- - - - - - - - - - - - - - Word Aq WALEEINY Winiap
- - - - - - - - - - - - - - Ppury. uopeuede ssudiauy
- - - - - - - - - - - - - - Dury ahiesTs
- - - - - - - - - - - - - - IAKEEI SNYdmE AIRLOHDIGK]
- - - 290'p6 - 0% - - - - - . - - Shasel fioyryeig-Bupnpu|
- - - 2905 - 296'¥6 - - - - - - - - seniasal sNidIns Jo EARPIM |
U 909182 ¥EF 050 09T 145 YU IS - - - - - - - - uoangusip Yot (Al)
06,266~ Pos'apl- LIS 904 phe- - 1ZDT Ul pREn Jnoliy' 2
SLE'%08 z81'801 £61'669 EEL'6ED - 1207 Ul UMBIPLIM TUNDILY *|.
SLY L8 2057 £06'1hl- EiE I - ssniesal |ewadg (1)
58 £ 05 0%9 <98 2561 - - - (44 [iAg - 1618581 - - - - RO ¥
- - - - - - - - - - - - - - Ainba sioums Ul peziuBeoss sjustuded pest-eIEys jo QUNOWY ‘¢
3080 - - 08020 - - - - - - - [ - 9EC'ERY - Suslngsy; Anba Jego o S0I0Y 3] £g PG jBNdES 7
9766 09256 . . B - - - - - - - - - SIRPIEYEIIYE A] PAINGLYUOD SIBYS UDWICY *)
I EVZ 1S~ PHETILE - - - 258 165 - VEHBSEE LT - SE5'EHF T - SIELHMG A pRonpal o peinquod ided 1))
F91'p68'R 6'eEy'e LG0T 9259Z'9 - - - GYE' 180 1 - - - - - - BUNOUE BAlsiayadwes Bo| ()
T6E'SAE'L %168 920'96¢°) PSE'C0K'S raLel 806 1745 T b - 16185} OELTE - 985 S6r ¥ - (saszacep 10} -} | 207 18 SesEameysesEay] ||
66258412 SEV'FI0VE PIR'BLLLEL 18T LY 05281 21 JEp'804 080'694"1 SREBOL T - ChIPE'Se SPS'9E- - B5£'908'5) D08'589 80 1202 *| Arenuer je se souseq 'f)
8Z6'8E)- & LE6'BEL- 189EL- - - - PEO - - - - - - s

— - - - - — - — - - - - — sioua pouad Joud Jo suoiaucy

- - - - - - - - - - - - - — sepijod Bugunoxoe W saBueya Jof sualwsnipy ppy
LTS VEL ZHv'500'PE SRLER' I LU €21 E¥'80) 0806941 681G - TIPS ST GhG'GE- - 6564'008'p) 005 599°2¥ (20Z '} E J2quisae(] 18 s 8ouueg *|

1id £} 43 H 6 f 2 9 5 ¥ E z 3 uwnpg

199D [erjediad | oais peLsaaul
[rrSg— ?:“HM,.H " 1moygngs sbuies peupey | ssaissa jeRusn Y | seamsalsniding | sonrese jeioedg o%:m.“ﬁ“»ig sh_ue.ﬂu.mw-._ sonRisal [epder) s p——, ey hEA _M“_M ey oo "
Auedhuioo ased o) efgeInCINe Amb3 |._
peusd NG _

1A PURSNOY] b L UL Jnoity' 1207 Sqeoa |£ Papua Jesk al) X,

b0 215 9sumay esirdisig

Aynb3z u sabueys jo Juswajelg pajepijosuo)

uogeiodion Wefelisd (auogey Bulg “4q pamdely

- F-11



G ofed

“sjusiEs ferueuy 2y} o Hed ele SUBLIE|BIE of SE0U PAYOCHY

*SPIBPLIGY JUANISY| jelatelly mau ay Bupuawsidu sesudiaya o apqejdda 51 1x! paisany-uBiein) Jof 31 8 u [ErURUY Jo) SIS7 LM SjUNe0s sy | ajon
LA ey 590°FE 584'859'/61 PA'TEL 062581 SELIEF'80L 000581 £6}'59E P B Chb e eE 75 98- - 654'908' L 005'888'6Y 0OZ0Z 'LE Joqueoaq Je S8 asueleg ‘Al
- - - 5847 - - S - - - - - - - S840 -9
- - - - - - - - - - g - - - sBujwies paulR|e) 0} JajUR)] BUICAN aNSUBEIWOS IBYY "I
_ - - _ . - - - - - - - - - sBUlies pavrna) B Jojsuen wejd JyBueq Bumas ul sehusyy “p
- - - - - - - - - - - - - - sesso] Bumesyo semmsal snding ¢
- - - - - - - - - - - - - - (el &reys Jo) peydes upied DJUI S3AI3EG SMIANS |6 UKEIAAIDD (2
N B B B - - - - - - - - - - {jeatdeo sy o) (2ndes u-ped o) seAleses [eden o uoiIBALDD |
- - - SE6'4T - - SEG' A4 - - - - - - - Ainba Siaumo jo presioy- [ (1)
2r9'ie- 1Zr'ee 6LL 6Ll - - - - - - - - - - OO “p
651 p88'E- BT BET S [ OYE'¥Zr- - - - - - - - - - - {siapjoyEIEyS 10] L3NG O] PRINEAEID U0l "¢
- - - FSEBL ySEBl - - - - - - - - - SoM0E31 [RI1BUGE o JBHERIIM, 2
- - - - - - - - - - - - - - Woud Ag Jusunsanuy Wi
- - - - - - - - - - - - - - puny vojsuadio agidiajuag
- - - - - - - - - - - - - - PUNY AAIBSOLE
- - - - - - - - - - - - - - eaeses snjdins Areuoyaxsig
- - - 156°1- - 169} - - - - - - - - onasar (nyyeys BIEpEN|
- - - 1591 - 169't - - - - - - - - BaAIRSE) SIS Jo [BMBIDYIN, " |
LOR' 569"~ WY LT 81y TS V9E'6} 1590 - - - - - - - - UDIEASD 404 (A1)
EFFESS 1 1E9'BE RS- ZIRHEG |- - 020% U posn unoury -7
B0Y'LTE BEO'0Y i ¥ 025 14T - 0207 W UMeIpUiH Junoury - |
ERgEY | 642 61501 e 48TV - sanesal jeloads (I}
TLVEEE FLOEY0'E S5 e - - - - - - 551476 - - N - usyo f
- - - - - - - - - - - - - - Ayrbe siaWwno ur pazubooal sjuetiAed posedoels 0 sunoury *g
05 LEZ'Y - S09' 2627 - - - - - - - 0/8'55 - SIEEEEY - suewmISY| Anba JeUa o SiEptoy a4y &q PRINGND JEnden 7
L6 ShL'CE - - - - - - - - - - - - SIIP{oUSIRYS AQ PANQIIYCD SAIAYE WOWWOD |
€26 186" ELEROE Y- 0SE°0/6'E - - - - - - 551228 [7i:35+ - SIESEY - sumo £q paonper 1o paindqigues Eyder) {([)
BLFELVE A8 04 984862 FLE'3EL'E - - - 1385 - - - - - - auoaUl BAsuRaILeS (0] (|}
B20'992'E [224 0 £59'485'T FlA744 ¥SE'EI 691 PN 3% - 853428 0455 - SICESE'Y - [ses2arap 10} -} DZ0Z U SoSRAI0IP/EESBAM
90E'DL9'GET PLVE6E0F [o{a¥rA:T E90LLV 1 95£'991'} 99¥'5E' 808 L0B'ERTE [ - 96212868 526'51 - PRERGY 0L 003 585'8y 0207 ' | Areniuer e se soveleg
219169 936'1- 0£'689' O£l - - - - - PTLLY ) - - - - #0
- - - - - - - - - - - - - - slaus posd joud o suorossor
- - - - - - - - - - - - - - semyad fuguneese u sabueys 1oy swewysnipy ppy
846 19E' 162 bV LDV O 9E8°095'¢51 £29'660L 95E'091't 997 SEFE0L 206TTE 180481 - i S2E6) - FREEOFOL | 005988 8Y ELUT ' 1€ 18Gui20a() 16 S8 Eoue(eg |

¥l El z 33 4 L] L I3 ] 1 + £ [4 3 uumjery
ysemu |Eang sBunues patilgisy | sanmssal [eisusn 7 | sBmIasal siding 5anIasa) jenadg auioa oty S3KIASA ey SB40 PP Frieiieg | yoas paieud (ko
Anbs s1suM0 30 E_E__B.,.sz sAsUBYRIdIG iagey | Kinseal) sea sjuewnyst: Ginbe 1agQ SlElg 103 [BdE0 Ul-preg wa
Aegduod uaied o) sigeng@e Ajnhg

potiad solid

\_:_>£az
|

UEnd PrRSROU UL N yai

0 90 ALy sl

oty

1202 JaqWz0a(] L PepUa Jeak &4 104

Aynb3 ug sabueyy jo Juawalelg pajepljosuos

ungeiodiony wajoeg [EUSHEN BT Aq puedolg

-F-12 -



Parent Company's Balance Sheet

Enterprise finance tabla 04
Prapared by: China Netional Petroleum Corporation As al 31 December 2021 Amewnt unit; Ten thousand yuan
lem Nola)l Closmg Baletics | Opening Balance ltem HotaXl Clesing Balance Gpening Balence
Current assets: —_— — Current llabilities: —_ —_
Cash and bank 32,0993 26,000,572 Short tarm lozns 407,029 711450
L Seitiement reaerve - - Aloans from cantral bank -
Z:Plasemenis with banks and other finandial insttutions - - Z:Deposit funds -
¥eHeld for rading financial assets 5,048,066 4895119  +Held for rading financial liabiities -
Financial assets af fair value through profit and luss . .| Financial habikties at ki value tough prof and koss - -
Financiaf derfvative ascels 13815 36,545 Financial Derivalive iabiitias - -
Nalss raceivabla 103 - Notes payable - -
Apceunis recelvable 18711 1.650 Accounls payable 7,580 121,220
2 Receivables firancing 36,588 78,005 Advances fom customers - -
Frepaymants 11,645,260 16,568,604 + Gontraci Liabllifes 5,872 266
LaPramiums receivable - L Sale of repurchasa financial assets - -
£ Reinguranes feceivables - - 2 Absomlsn of depasits and nterbank depasits -
ZsProvision of ceasion receivable - - A Dealing in securiiies -
Qther receivatiles 2488617 3595871 2 Underwriting of securifies -
Z:Buyng back the sale of financial assete - - Employee benefils payable 2856872 2704688
Inventorias 4574 21 Taes payable 2082 2837
YrCantrac assaty. - - Other payables 13242332 11,784,874
Assels held for sale - | & Handling faes and commissions payebla - -
Non-current asssts due within one year 1434 879 908312| - Payablefor reinsurance - -
Other cumen assets 485 BE3. 545,353 Liahihities held for sale - -
Tots! current aazets §3,283,885 54,349,852 Non-cument [fbilities due within ona year 8554426 $00,600
Non-ctitent asseis: —_ — Cther currend liabilities - -
ZLoans and advances lo customere - - Total current liabiities 25,175,302 15.325 442
Dbt investmants 1.660,678 4,355,828 |Non-current labililes: — —_—
Avefiable-dor-sale fmansial investments - - | & Insuance sontrast raserve - -
FrOther debl investments 51,982 B1,117 Leng-term boans 540,000 1.300,000
Held-to-maturity investmenis - - Bands payable 12993448 20875227
Long-tenm receivables - Including: Prefamed stask - -
Long-tarm aquity investments 96853777 96,169,663 Perpetua bond - -
¢ Other equily instrument investments 157 869 157,869 | 7 Lease liabilites 3n8&7 18,958
YrOther non-cumenl financial assets - - Leng-term payables 3007
Investment propeities - - Long-leim employes benafis payatle -
Fixed assels 368478 367471 Accruad liabiities 197,821 448,380
Consiniction in progress 49,145 19872 Deferred income 483 57
Productve biclogical asssats - - Deferred tax liabiities 33,770 213982
Ol and gae assets - - Other non-curment liabifites - -
+t Righkofuee assels 92647 19,858
[niangible assets 78242 64,234 Total non-current liabifities 14,163,664 22,857 614
Davelopmant expenditure - Tetal labilities 39,338,968 38,183,056
Goodwill - - |Shareholdings' Equil —_— —_
Longterm deferred expenses 72 - Paid-in capital {or Share capital? 48,664,165 48,664,168
Dafsrad tax asseis - - Stata-awned capitat 10313222 14,806,755
Other nan-cumren! assets 1,809,861 22965787 Capitel resarve 16522757 16542010
Of which: spacial raserve malerials 1,988,301 2,296,787 Less: Treasury stock -
Tatal nah-cutrent assets 101,531,981 103,532,197 Dher comprehensive income 1514 927
Ineluding; Exthange diffetences afising from fofeign cumency ransiaten 1 62
Specia resarve 495370 495,726
Surplus resgrve 39,502,035 39407971
2iGenaral regerve - -
Retzined samings 23348 218470
Total shareholders” aquity 5476720 119,698,093
Total assets 164,215,686 167 882,149 Total llabilities and ownars' equily 54,815685 157 862,148

HNola: The acoounts with *in the table are spacial for consolidated aceounding atatements; A is for financial enlerprises; # is for fora

Attached netes to statements are part of he financizl atatments,

Kcabl

the new incomenew lease/new financial nsthamen! standards,

ted enterprises; < s app ontorprises i

page 6
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

China National Petroleum Corporation
Notes to Consolidated Financial Statements of Year 2021

LInformation about the Company

{I) History, place of registration, organizational form and address of headquarters

China National Petroleum Corporation {“the Company”) was approved by the State Council on July 21,
1998, and was established on the basis of the former China National Petroleum Corporation and by the
state-funded extra large oit and petrochemical enterprise group. On July 24, 1998, the Company was
registered with the State Administration for Industry and Commerce. In December, 2017, it was restructured
from the national ownership to the corporation system. On December 15, 2017, it renewed the business
license of the enterprise legal person and the information is as follows,unified social credit code:
91110000100010433L, place of registration:Beijing, address of the company's headquarters: No. 9,
Dongzhimen North Street, Dongcheng District, Beijing. Legal representative: Dai Houliang. The company and
its subsidiaries are collectively referred to as “the Group”.

In February 1999, the Group implemented internal restructuring and established China National
Pefroleum Corporation Limited (hereinafter "CNPC"} as an exclusive iitiative, which was listed respectively
an the United States and Hong Kong on April 6 and 7, 2000 and the Shanghai Stock Exchange on November
5, 2007.

[n May 2016, the Group implemented a material assets reorganization of Jinan Diesel Engine Co., Ltd.
(stock code: 000617}, and was approved by the Review Board for Mergers, Acquisitions and Restructurings
of Listed companies of the China Securities Regulatory Commission (hereinafter the "CSRC") on December
23, 2018; On February 10, 2017, it was officially renamed cn the Shenzhen Stock Exchange: China
Petroleum Group Capital Co., Ltd. (hereinafter "CNPC Capital").

In June 2016, the Group implemented a major asset reorganization of Xinfiang Dushanzi Tianli
High-tech Co., Ltd. (stock code: 600339), which was approved by the Review Board for Mergers,
Acquisitions and Restructurings of Listed companies of the CSRC on December 23, 2016; On February 17,
2017, it was officially renamed on the Shanghai Stock Exchange: China National Petroleum Corporation
(hereinafter "CNPC Engineering").

(I} Nature of business and main business of the enterprise

The Group s engaged in organizing the exploration,developmentproduction and
construction,processing and comprehensive utilization of onshore oil, natural gas and oil and gas symbiosis
or encountering mineral deposits and the manufacture of special pefroleum machinery; crganizing the

storage and transportation of the above products and by-products; selling the products of our company's

Notes to the Financial Statements Page 1
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

system according to the national regutations; organizing the supply and sale of oif and gas production and
construction materials and equipment; petroleum research, development, production and construction of new
products, new processes, new technologies, new equipment development research and technology
promotion; domestic and foreign petroleum and natural gas cooperation in exploration and development,
economic and technological cooperation, and foreign contracted petroleum construction projects, foreign
technology and equipment imports, export of self-produced equipment and technology of this system, and
foreign negotiation and signing of foreign investment projects.Major business segments include: exploration
and production, oil refining and chemical, sales, natural gas and pipelines, engineering and technical
services, engineering construction, and trade.

(IIT) Approval of financial statements

The financial statements were approved by the board of directors on April 25, 2022.

11.Basis for the preparation of financial statements

The Company is based on going concern and actual transactions and events.

The Company prepared financial statements in accordance with the basic and specific standards of the
Accounting Standards for Enterprises, the Application Guidance for Accounting Standard for Enterprises,
interpretations of the Accounting Standards for Enterprises and other relevant regulations issued by the
Ministry of Finance (hereinafter collectively referred to as "CAS".

IT1.Statement of compliance with corporate accounting standards

The financial statements prepared by the company meet the requirements for the preparation of the
basis of the financial statements, and truly and completely reflect the Group’s financial position at December
31, 2021, as well as relevant information such as the financial performance and cash flows for the year then
ended.

I'V.Description of Important accounting policies and accounting estimates
(I) Accounting period
The accounting period of the Company is from 1 January to 31 December of each calendar year.
(II) Reporting currency

The reporting currency of the Company and the majority of subsidiaries is Renminbi (“CNY"). The

Group's consolidated financial statements are presented in Renminbi (*CNY”}.

(IIT) Accounting basis and valuation principles

The Company is based on accrual basis of accounting. Unless otherwise specified, the pricing principle
is based on historical cost.

{IV) Business combinations

Business combination refers to a transaction or event in which two or more separate businesses are
combined to form a reporting entity. The date of purchase refers to the date when the merging party or the
buyer actually obtains the net assets or control of production and operation decisions of the merging party or

Notes to the Financial Staternents Page 2
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yvan

the buyer.

The merger cost is the fair value of the assets paid, liabilities incurred or assumed and the equity
securities issued by the purchaser to obtain control of the purchaser on the purchase date. If the cost of the
merger is greater than the difference in the fair value share of the identifiable nel assets of the acquired party
acquired during the merger, it is recognized as goodwill; if the cost of the merger is less than the fair value
shares of the net identifiable assets of the purchased party obtained during the merger, after recheck and
confirmation, it shall be included into the profits and losses of the current period.

(V) Preparation of consolidated financial statements

The scope of consolidation of the company's consolidated financial statements is determined on the
basis of control, and all subsidiaries are included into the consolidated financial statements.

The consolidated financial statements are based on the financial statements of the company and its
subsidiaries, other relevant information, and adjusted by the equity method for long-term equity investments
in subsidiaries, and then prepared by the company. During the preparation of the consolidated financtal
statements, the Group's accounting policies and accounting periods remain the same (see Note IV, (1)), and
major transactions and current balances between companies are offset. Subsidiary owner's equity, current
net profit and foss and current comprehensive income share of minority shareholders are listed separately
under the owner's equity item in the consolidated balance sheet, the net profit item and the total
comprehensive income item in the consolidated profit statement.

During the reporting period, due to the increased merger of a subsidiary or business, the income,
expenses, and profit of the subsidiary or business are included in the consolidated profit statement, and its
cash flow is included in the consolidated cash flow statement from merger or purchase date fo the end of the
reporting period.

During the reporting period, due to the disposal of a subsidiary or business, the income, expenses, and
profit of the subsidiary or business are included in the consolidated profit statement, and its cash flow is
included in the consolidated cash flow statement from the beginning of the pericd to the disposal date.

The difference between the newly acquired long-term equity investment due to the purchase of minority
equity and the share of net assets that should be continuously calculated by the subsidiary from the
purchase date (or merger date) based on the increased shareholding ratio, adjust the capital reserve, If
capital reserve is not enough to offset, adjust the retained earnings.

Without losing control, the difference between the disposal price obtained by partial disposal of long-term
equity investment in the subsidiary and the subsidiary's net asset shares continuously calfculated from the
date of purchase or merger during the disposal of long-term equity investment, adjust the capital reserve in
the consclidated balance sheet, if capital reserve is not enough to offset, adjust the retained eamings.

(V1) Cash and cash equivalents

Cash refers 1o all cash on hand and deposit held at call with banks and cash equivalents refer o
short-term (within three months from the date due) highly liquid investments that are readily convertible to

known amounts of cash and which are subject to an insignificant risk of changes in value.

Notes to the Financial Statements Page 3
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y ten thousand yuan

(VII)Foreign currency fransactions and translation of financial statements denominated in
foreign currency

1.Foreign currency transactions

Foreign currency transactions are translated into RMB for bookkeeping at the spot exchange rate on
the transaction date. Foreign currency monetary items on the balance sheet date are translated at the spot
exchange rate on the balance sheet date. The resulting exchange gains and losses, which are incurred
during the production and operation pericd, are included in financial expenses; and are capitalized in
accordance with the purchase and construction of fixed assets, ofl and gas assets and other conditions
related to assets are dealt with in accordance with the relevant provisions of borrowing costs; those that
oceur during the liguidation period are included in liquidation gains and losses.

Non-monetary items denominated in foreign currencies that are measured at historical cost are still
translated at the spot exchange rate on the transaction date, without changing the ameunt of RMB. Foreign
currency non-monetary items measured at fair vafue are converted into RMB af the spot exchange rate on
the date when the fair value is determined, and the resulting conversion difference is included in the current

orofit and loss as a change in fair value.

2. Conversion of foreign currency financial statements

In translating the financial statements of a foreign operation, an enterprise shall comply with the
following requirements; assets and liabilities on the balance date shall be translated at the spot exchange
rate prevailing at the balance sheet date. All equity items, except for undistributed profit, shall be translated
at the spot exchange rates on which such items arose. The income and expenses in the income statement
shall be translated by the average number of the central parity of the RMB exchange rate published by the
People's Bank of China within the range covered by the income statement. The differences of the balance
sheet resulting from the above-mentioned transtation shall be separately presented under the item of owners'
equity under "Currency translation reserve”, Forelgn currency monetary items that substantially constitute a
net investment in overseas operations, the exchange differences arising from exchange balance are also
separately presented under the owners' equity items as "translation differences of foreign currency
statements"when preparing consolidated financial statements. When an enterprise disposes of a foreign
operation, it shall transfer the proporticnate share of the related accumulated transaction differences
atfributable to the portion dispesed of or the entire transaction differences relating fo transtation of the
financial statements of that foreign operation presented under owners’ equity in the balance sheet to profit or
ioss in the period in which the dispesal occurs.

The opening balance of cash and cash equivalents in the forsign currency cash flows is converted at
the opening exchange rate at the beginning of the statement; the closing balance is converted at the spot

exchange rate on the balance sheet date. Other items are usually converted according to the arithmetic

Notes to the Financial Statements Page 4
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

average number of the central parity of the RMB exchange rate published by the People's Bank of China
within the range covered by cash flow statement.The translation difference of the cash flow statement arising

from the above conversion is discloseded separately in the "Impact of exchange rate changes on cash',

(VIIDFinancial instruments

Financial instruments include monetary funds, equity investments other than long-term equity
investments, accounts receivable, accounts payable, loans, bonds payable and equity capital, etc.

1. Recognition and initial measurement of financial assets and financial liabilities

Financial assets and financial liabilities are recognized in the balance sheet when the Group becomes a
party to a financial instrument contract,

Except for accounts receivable that do not have a significant financing component, at initial recogniticn,
financial assets and financial liabilities are measured at fair value. For financial assets or financial liabilities
that are measured at fair value through profit or loss, the related transaction costs are directly included into
the current profit and loss; for other types of financial assets or financial liabilities, the related transaction
costs are included inte the initial recognition amount, For accounts receivable that do not have a significant
financing component, the Group conducts initial measurement of the transaction pricing in accordance with
the accounting policy of  “Note IV, (XXVI) Revenue”.

2. Classification and subsequent measurement of financial assets

(1) Classification of financial assets

According fo the business model for managing financial assets and the contractual cash flow
characteristics of financial assets, financial assets are classified into different categories at initial recognition:
financial assets measured at amortized cost, financial assets measured at fair value and whose changes
included into other comprehensive income and financial assets measured at fair value through profit or loss.

Unless the business mode| for managing financial assets is changed, in this case, all affected related
financial assets are reclassified on the first day of the first reporting period after the business model is
changed, otherwise the financial assets cannot be reclassified after initial recognition classification.

Financial assets that meet the following conditions and are not designated as fair value through profit or
loss are classified as financial assets measured at amortized cost;

(DThe business model for managing the financial asset is to collect contractual cash flow:

()The contract terms of the financial asset stipulate that the cash flow generated on a specific date is
only the payment of principal and interest based on the outstanding principal amount.

Financial assets that meet the following conditions and are not designated as fair vafue through profit or
loss are classified as financial assets measured at fair value and whose changes are included into other

comprehensive income:

Notes to the Financial Statements Page 5
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y ten thousand yuan

(D The business madel for managing the financial asset is both to collect contract cash flow and to sell
the financial asset;

@The contract terms of the financial asset stipulate that the cash flow generated on a specific date is
cnly the payment of principal and interest based con the outstanding principal amount.

For non-trading equity instrument investments, they can be imevocably designated as financial assets
measured at fair value and whose changes are included into other comprehensive income at initial
recognition. The designation is made on the basis of a single investment, and the relevant investment meats
the definition of equity instruments from the perspective of the issuer,

Except for the above financial assets measured at amortized cost and measured at fair value and
whose changes are included into other comprehensive income, all other financial assets are classified as
financial assets measured at fair value through profit or loss.

The business mode! for managing financial assets refers to how to manage financial assets o generate
cash flow.The business model determines whether the source of the cash flow of financial assets under
management is to collect contractual cash flow, sell financial assets, or both. Based on objective facts and
specific business objectives determined by key management personnel to manage financial assets, we
determine the business model for managing financial assets.

The contractual cash flow characteristics of financial assets are evaluated fo determine whether the
contractual cash flow generated by the relevant financial assets on a specific date is only the payment of
principal and interest based on the outstanding principal amount. Among them, principal refers to the fair
value of financial assets at initial recognition; interest includes the time value of money, credit risk related to
the amount of principal outstanding in a specific period, and consideration of cther basic borrowing risks,
costs and profits. In addition, the contract terms that may lead to changes in the time distribution or amount
of contractual cash flow of financial assets are evaluated to determine whether they meet the requirements of
the above contractual cash flow characteristics.

Subsequent measurement of financial assets

(DFinancial assets measured at fair value through profit and loss

After initial recognition, the subsequent measurement of such financial assets is conducted at fair value,
gains or losses arising from financial assets (including interest and dividend income) are included info the
current profit and loss, unless the financial asset is part of the hedging relationship.

@Financial assets measured at amortized cost

After initial recognition, such financial assets are measured at amertized cost using the actual interest

rate method, Gains or losses arising from financial assets that are measured at amortized cost and are not

Notes to the Financial Statements Page 6
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

part of any hedging relationship are included into the current profit or loss when they are derecognized,
amortized in accordance with the actual interest rate method, or recognized for impairment.

@Debt investment measured at fair value and whose changes are included into other comprehensive
income

After initial recognition, the subsequent measurement of such financial assets is conducted at fair value.
Interest is calculated using the actual interest rate method, impairment losses or gains and exchange gains
or losses are included into the current profit and loss, and other gains or losses are included into other
comprehensive income. Upon termination of confirmation, the accumulated gains or losses previously
included into other comprehensive income are transferred out of other comprehensive income and included
into the current profit and loss.

@Equity instrument investments measured at fair value and whose changes are included into other
comprehensive income

After initial recognition, the subsequent measurement of such financial assets will be canducted at fair
value, Dividend income is included into the current profit and loss, and other gains or losses are included into
other comprehensive income.Upon termination of recognition, the accumulated gains or losses previously
included into other comprehensive income are transferred out of other comprehensive income and included
into retained earnings.

3.Classification and subsequent measurement of financial liabilities

Financial liabilities are classified as financial liabilities measured at fair value through profit or loss and
financial liabilities measured at amortized cost.

(1) Financial liabilities measured at fair value through profit and loss

Such financial liabilities include transaction financial liabilities (including derivatives that are financial
liabilities) and financial liabilities designated as measured af fair value through profit and loss.

After initial recognition, the subseguent measurement of such financial liabilities is conducted at fair
value, except for those related to hedge accounting, gains orlosses arising from financial liabilities (including
interest expenses) are included into the current profit and loss.

{2) Financial liabilities measured at amortized cost

After initial recognition, this type of financial liability is measured at amortized cost using the actual
interest rate method.

4.0ffset
Financial assets and financial liahilities are shown separately in the balance sheet and are not offset

against each other. However, the net offset is listed in the balance sheet if the following conditions are met:

Notes to the Financial Statements Page 7
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

(T} The Company has a legal right to set cff the recognized amount and that such legal right is currently
enforceable;

{2) The Company plans to settle the financial assets and liguidate the financial liabilities on a net basis or
at the same time.

5. Termination of financial assets and financial liabilities

If a financial asset meets one of the following conditions, the recognition of the financial asset shall be
terminated:

(1) Termination of the confractual right to receive cash flows from the financial asset;

(2) The financial asset has been transferred, and the Group transfers almost il risks and rewards of
ownership of the financial asset to the transferee;

(3) The financial asset has been transferred, and although the Group has neither transferred nor retained
almost all the risks and rewards of ownership of the financial assets, it has not retained the confrol of the
financial assets.

if the transfer of the financial assets satisfies the conditions for termination of recognition as a whole, the
Group calculates the difference between the following two amounts into the clirrent profit and loss:

(1) The bock value of the transferred financial assets at the date of termination of recognition;

(2) The sum of the consideration received for the transfer of financial assets and the cumulative amount
of changes in fair value that is originally directly included into other comprehensive income (when the
transferred financial asset is measured at fair value and whose changes are included info other
comprehensive income financial asset).

If the current obligation of the financial liability (or part of it) has been discharged, the Group terminate
the financial liability (or part of the financial liability).

6. Impairment

On the basis of expected credit losses, financial assets measured at amortized cost, contract assets, and
debt investments measured at fair value and whose changes are included into other comprehensive income
shall conduct impairment accounting and recognition of loss provisions.

Other financial assets held at fair value are not subject fo the expected credit loss model, including debt
investments and equity insfrument investments measured at fair value through profit and loss, and derivative
financial assets.

(1) Measurement of expected credit losses

Expected credit loss refers to the weighted average of the credit losses of financial instruments weighted

by the risk of default, Credit loss refers to the difference between all contractual cash flows receivable under
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the contract and all expected cash flows discounted by the Group at the ariginal actual interest rate, that is,
the present value of all cash shortages.

The expected credit loss for the entire duration refers fo the expected credit loss caused by all possible
default events during the entire estimated duration of the financial instrument.

The expected credit loss in the next 12 months refers to the event of financial instrument default that may
occur within 12 months after the balance sheet date (if the estimated duration of the financial instrument is
less than 12 months, it is the estimated duration) which causes expected credit loss is part of the expected
credit loss for the entire duration.

For accounts receivable and confract assets, the loss provision is always measured at an amount
equivalent to the expected credit losses for the entire duration.

Except for accounts receivable and contract assets, the financial instruments that meet the following
conditions are measured for their loss provisions at an amcunt equivalent to the expected credit loss in the
next 12 months, and for other financial instruments based on the expected credit losses for the entire
duration:

(DThe financial instrument has only a low credit risk on the balance sheet date; or

@The credit risk of the financial instrument has not increased significantly since its initial confimation.

When considering whether there is a significant increase in the expected credit losses of financial assets
after the initial measurement date, the Group only analyzes on the basis of the currently avaitable information
and does not consider paying extra incremental costs.

{2) Has lower credit risk

If the default risk of financial instruments is low, the borrower has a strong ability to fulfill its contractual
cash flow otligations in the short term, and even if there are adverse changes in the economic situation and
operating environment in a longer period of time, it may not necessarily reduce the borrower's performance
of the ability to fulfill its contractual cash flow obligations, the financial instrument is considered to have fower
credit risk.

(3) Credit risk increased significantly

By comparing the risk of financial instruments defaulting on the balance sheet date with the risk of
defaulting on the initial confirmation date, to determine the relative change in the default risk of the financial
instrument during the estimated lifetime, to assess whether the credit risk of the financial instrument has
increased significantly since the initial confirmation .

{4} Financial assets that have suffered credit impairment

When one or more events that adversely affect the expected future cash flow of a financial asset occur,

the financial assef becomes a financial asset that has suffered credit impairment. Evidence of credit
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impairment of financial assets includes the following observable information:

(DThe issuer or debtor has major financial difficulties;
@The debtor viclates the contract, such as the payment of interest or principal default or overdue;
@Due to economic or confractual considerations related to the debtor's financial difficulties, the debtor is

given concessions that it will not make under any other circumstances;

@The debtor is likely to go bankrupt or undergo other financial restructuring;
®The financial difficulties of the issuer or the debtor led to the disappearance of the active market for

the financial asset,
B Purchase or generate a financial asset at a substantial discount, the discount reflects the fact that

credit losses have occurred.

(5} Presentation of expected credit loss provisions

To reflect the changes in the credit risk of financial instruments since initial recognition, the expected
credit losses are remeasured on each balance sheet date, and the resulting increase or reversal of the loss
provision should be included into the current profit and loss as an impairment foss or gain, For financial
assets measured at amortized cost, the loss provision offsets the book value of the financial asset listed in
the balance shest; for debt investments measured at fair value and whose changes are included into other
comprehensive income, the group recognizes its loss provision in other consclidated gains and does not
deduct the book value of the financial assets.

(6) Write-off

If it is no longer reasonably expected that the contractual cash flow of the financial asset can be fully or
partially recovered, the book balance of the financial asset will be directly written down. Such write-downs
constitute derecogntion of related financial assets. This situation usually occurs when it is determined that
the debtor has no assets or a source of income to generate sufficient cash flow to cover the amount that will
be written down. However, the financial assets that are written down may still be affected by the execution
activities related to the collection of the period.

If the financial asset that has been written down is recovered later, it shall be included into the current
profit and loss as the reversal of the impairment loss.

7. Determination of the fair value of financial instruments

For financial instruments with active markets, the fair value is determined by the price that market
participants can receive for the sale of an asset or pay for the transfer of a liability in an ordedy transaction
that occurs on the measurement date. For financial instruments that do not have an active market, valuation
techniques are used tc determine their fair value.

When estimating fair value, consider the characteristics considered by market participants when pricing
related assets or liabilities on the measurement date (including asset status and location, restrictions on the
sale or use of assets, efc.), and adopt the valuation technigues which are applicable in the current situation
and can be supported by sufficient data and other information. The valuation techniques mainly include
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market method, income method and cost method.

(IX) Hedge instruments

1. The concept of hedging

Hedging refers to the designation of financial instruments as hedging instruments by enterprises to
manage the risk exposure caused by specific risks such as foreign exchange risk, interest rate risk, price risk,
credit risk, etc., so that the fair value or cash flow changes of hedging instruments offset risk management
activities in all or part of the fair value or cash flow changes of the hedged item. In hedging accounting,
hedging is divided into fair value hedging, cash flow hedging and overseas investment net hedging.

Hedging instruments refer to financial instruments designated by an enterprise for hedging, whose
changes in fair value or cash flow are expected to offset changes in the fair value or cash flow of the hedged
item. The foreign exchange risk component of non-derivative financial assets or non-derivative financial
lizbilities is designated as a hedging instrument.Hedged items refer to the items that can expose the
enterprise to the risk of changes in fair value or cash flow and are designated as hedged objects and can be
reliably measured. An enterprise may designate the following individual projects, project portfolios or
components as hedged projects:

(1) Assets or liabilities have been confirmed;

(2} Unconfirmed commitments .Confirmed commitment refers to a legally binding agreement to
exchange a certain amount of resources at an agreed price on a specific date or period in the future;

(3) Expected transactions that are likely to occur. Expected transaction refers to the transaction that has
not been promised but is expected to oceur,

(4) Net investment in overseas operations,

The above-mentioned preject component refers to the part that is less than the overall fair value of the
project or the change in cash flow. The enterprise can only designate the following project components or
their combinations as hedged items:

{1)The change in fair value or cash flow (risk component) caused by only one or more specific risks in
the overall fair value or cash flow change of the project;

{2)One or more selected contract cash flows;

{3)The component of the nominal amount of the project, that is, the specific part of the overall amount or
quantity of the project, which can be a certain proportion of the entire project or a certain level of the overall
project.

2. Hedging relationship assessment

Cnly fair value hedging, cash flow hedging or overseas operating net investment hedging can meet the
following conditions at the same time:

{1) The hedging relationship consists only of eligible hedging instruments and hedged items;

(2) At the beginning of the hedging period, the enterprise officially designated the hedging tool and the
hedged item, and prepared written documents on the hedging relationship and the risk management strategy
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and risk management objectives of the enterprise engaged in hedging. The document at least specifies the
hedging tools, hedged items, the nature of the hedged risk and the method of hedge effectiveness evaluation
{including the analysis of the reasons for the invalid portion of the hedge and the method of determining the
hedge ratio);

(3) The hedging relationship meets the requirement of hedging effectiveness.

Hedging effectiveness refers to the degree to which the changes in the fair value or cash flow of the
hedging instrument can offset the changes in the fair value or cash flow of the hedged item caused by the
hedged risk. The part cof the hedging instrument whose fair value or cash flow change is greater or less than
the hedged item's fair value or cash flow change is the hedging invalid part.

An enterprise shall terminate the use of hedging accounting in any of the following situations:

(1) The hedging relationship has no longer met the risk management ohjectives due to changes in risk
management objectives;

(2) The hedging instrument has expired, been sold, the contract is terminated or has been exercised;

{3) There is no fonger an economic relationship between the hedged item and the hedging instrument, or
the value of the economic relationship between the hedged item and the hedging instrument changes, the
impact of credit risk begins to dominate;

(4) The hedging relationship no longer safisfies other requirements for the use of hedging accounting
methods.

The termination of hedging accounting may affect the whole or a part of the hedging relationship. When
only a part of the hedging refationship is affected, the remaining unaffected parts are still subject to hedging
accounting.

3.Hedging confirmation and measurement

{1} Fair value hedge accounting

If the fair value hedging meets the requirements for the use of hedging accounting methods, it shall be
treated in accordance with the following provisions:

(DGains or losses arising from hedging instruments should be included into the current profit and loss. If
the hedging instrument is hedged on a non-trading equity instrument investment {or its component) that is
selected to be measured at fair value and whose changes are included into other comprehensive income, the
gain or loss generated by the hedging instrument should be included into other comprehensive income;

@)If the hedged item is a financial asset (or its component) measured at fair value and whose changes
are included into other comprehensive income, the gain or loss arising from the hedged risk exposure is
included into the current profit and loss, and its book value has been measured at fair value and no
adjustment is required; If the hedged item is the non-trading equity instrument investment {or its component)
measured at fair value and whose changes are included into other comprehensive income,the gain or loss
arising from the hedged risk exposure included into other comprehensive income, and its book value has
been measured at fair value and no adjustment is required;

@In fair value hedging, if the hedged item is a financial instrument (or its component) measured at
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amortized cost, the adjustment made by the enterprise to the book value of the hedged item should be
amartized according to the actual interest rate recalculated on the amortization date and included into the
current profit and loss. The amortization can start from the adjustment date, but i should not be later than the
time when the hedged gains and losses are adjusted for the termination of the hedged item. If the hedged
item is a financial asset measured at fair value and whose changes are included into other comprehensive
income (or its component), the enterprise shall amortize the accumulated recognized hedging gains or losses
in the same manner and include current profit and loss, but does not adjust the book value of financial assets
(or its companent).

(2) Cash flow hedge

If the cash flow hedge meets the requirements for the use of hedge accounting methods, it shall be
treated in accordance with the following provisions:

(UThe part of gains or losses generated by the hedging instrument are as the effective hedging, which is
regarded as the cash flow hedging reserve, and are recorded into other comprehensive income. The amount
of cash flow hedge reserve is determined according to the lower of the absolute amounts of the following two
items: the cumulative gain or loss of the hedging instrument since the hedging; the cumulative change in the
present value of the expected future cash flow of the hedged item since hedging;

(@The part of gains or losses generated by hedging instruments that are invalid for hedging is recorded
into the current profit and loss.

The cash flow hedge reserve shall be subject to follow-up treatment in accordance with the following
provisions:

(DThe hedged item is an expected transaction, and the expected transaction causes the enterprise to
subsequently confirm a non-financial asset or a non-financial liability, or the expected fransaction of
non-financial asset or non-financial liability forms a fair value hedge accounting when confirming the
commitment, the enterprise shall transfer out the amount of the cash flow hedge reserve originally
recognized in other comprehensive income and include in the initial recognition amount of the asset or
liability;

@For cash flow hedges that are not covered by the above (D, the enterprise should transfer the
amount of cash flow hedge reserves originally recognized in other comprehensive income in the same period
in which the expected cash flow of the hedge affects profit or loss, and be included into the current profit and
loss ;

®If the amount of the cash flow hedge reserve recognized in other comprehensive income is a loss, and
the loss is wholly or partly expected to be irreparable in the future period, the enterprise shall transfer the part
that it expects to irreparable from other comprehensive income and included into the current profit and loss.

(3) Overseas net investment hedging

The part of gains or losses generated by the hedging instrument is as the effective hedging is included
into other comprehensive income. When disposing of overseas operations in whole or in part, the gains or
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losses of hedging instruments included into other comprehensive income should be fransferred out
accordingly and included into the current profit and loss.

The part of gains or losses generated by hedging instruments that is invalid for hedging is included into
the current profit and loss.

(X) Inventories

1. Category of inventory

Inventory refers to the finished goods or goods that the Company holds for sale in its daily activities, the
products in the process of production, the materials and materials consumed in the process of production or
in the process of providing services, etc. Inventory mainly includes raw materials, in-process products,
finished products (inventory goods), issued goods, contract performance costs and so on.

2. Pricing method of inventory

Inventeries are determined at the actual cost when acquired. Cost of inventories included purchasing
cost, processing cost and other cost. When acquired and approved the subsidiaries of the Company
measure the cost by the following two methods:

Actual cost; Cost of inventories is determined using the weighted average method.

Intended cost: difference between the intended cost and the actual cost will be calculated by cost
variance account, and the cost difference assumed for the inventories will be pay by installment, so as fo
adjust the intend cost to the actual cost.

3. Amortization of low-value consumables and packaging materials

Low-value consumables and packaging are a mortised using the immediate write-off method.

4, Determination basis of net realizable value of inventories and provision method of inventory
depreciation reserve

After a full inspect of the inventory at the end of the period, the provision for decline in value of
inventories shall be withdrawn or adjusted at the lower of the cost of inventory and the net realizable value.

If the following situations exist, it indicates that the net realizable value of the inventory is lower than the
cost, and the inventory depreciation reserve is drawn according to the difference between the cost of a single
inventory item and its net realizable value. With regard to the provision for inventory depreciation, the net
realizable value is determined based on the estimated selling price minus the estimated cost of completion,
sales expenses and related taxes.

{1) The market price of inventories continues to fall, and there is no hope of recovery in the foreseeable
future;

(2) The cost of products produced using this raw material is greater than the sales price of the product;

(3) Due to product replacement, the original raw materials in stock have no longer met the needs of
new products, and the market price of the raw materials is lower than its book cost;

{4) The outdated commodities or services provided or changes in consumer preferences have caused
changes in market demand, leading to a gradual decline in market prices;

{5) Other circumstances sufficient to prove that the inventory has actually been impaired.
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(XI) Contract assets

The Company presents contract assets or contract liabilities in the balance sheet based on the
relationship between its performance of fulfillment obligations and customer payments. The Company's right
to charge the consideration via goods transfer or service rendering to the customer {and the right depends on
other factors except for the time lapses) shall be presented as contract assets.

Please see IV.VIII financial instruments, 6.impairment for the determination method and accounting
treatment for the expected credit loss of contract assets,

(XIT) Long-term equity investments

1. Determination of investment cost

For long-term equity investments acquired through business combination under the same control, the
investment cost is the share of the book value of the merged party's owner's equity in the final controller's
consolidated financial statements on the merger date.

For long-term equity investments obtained by business combination not under the same corntrol, the cost
of the long-term equity investment shall be regarded as the investment cost of the long-term equity
investment.

For long-term equity investments cbtained by means cther than business combinations: long-term equity
investments obtained by paying cash, the actual purchase price is used as the initial investment cost;
iong-term equity investments obtained by issuing equity securities are based on the faimess of issuing equity
securities value as initial investment cost

2. Subsequent measurement and recognition of profit or loss

(1) Cost method

The company is able to use the cost method accounting for long-term equity investments that are
controlled by the investee. Except for the actual consideration paid for the acquisition of investment or the
declared but not yet distributed cash dividends or profits which are included into the consideration,
investment gains is recognized as the Company's shares of the cash dividends or profits declared by the
investee.

(2) Equity method

The company adopts equity method to account for fong-term equity investments of associates and
jointly controlied entities. For part of the equity investments of associate ventures indirectly through venture
capital institutions, mutual funds, trust companies or similar entities including investment-linked insurance
funds, the fair value measurement is adopted and their changes are recorded into profit or loss.

According to the share of net profit and loss and other comprehensive income realized by the invested
unit that should be enjoyed or shared, the investment income and other comprehensive income are
recognized separately, and the book value of the long-term equity investment is adjusted; the distributed
profits or cash dividends announced by the invested unit calculate the portion that should be enjoyed, and
reduce the book value of the long-term equity investment accordingly; for other changes in the owner's equity
other than net profit and loss, other comprehensive income and profit distribution of the investee, adjust the
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book value of the long-term equity investment and recorded it in the owner's equity .

When confirming the share of the investee's net profit or loss, the fair value of the investee’s identifiable
net assets at the time of obtaining the investment is used as the basis, and the net profit of the investee is
adjusted in accordance with the Group s accounting policies and accounting period after confirmation.
During the period of holding the investment, the invested unit prepares consolidated financial statements
based on the net profit, other comprehensive income and other changes in owner's equity in the consolidated
financial statements.The unrealized internal transaction gains and losses that occur with associates and joint
ventures are calculated according to the proportions that should be attributed to the group and offset, and
investment income is recognized on this basis. Unrealized internal transaction losses with the investee that
belong to asset impairment losses are fully recognized.

In recognition of share of losses in the investee, the Company treats it in the following order: Firstly, the
Company will write off the carrying value of long-term equity investments. Secondly, in the event the
aforesaid camying value is insufficient for write off, it shall continue to recognize investment loss and write off
carrying values of long-term receivables to the extent of the carrying amount of the leng-term equity which
substantively constitutes the net investment in the fnvestee, Finally, after the above treatment, for the
additional obligations which shall be still assumed by entities according to investment contract or agreement,
the estimated liabilities shall be recognized based on the obligations which are expected to assume and
recorded into the investment loss for the current period. If the investee realizes profit in the future period, after
deducting the unrecognized loss sharing amount, the company wilt process it in the reverse order to write
down the book balance of the confirmed estimated liabilities and resume recognizing the return on the
investment after deducting the book balance of the recognized expected liability and restoring the bock value
of other long-term equity and long-term equity investment that substantially constitute net investment of the
investee.

(3) Disposal of long-term equity investment

When disposing of a long-term equity investment, the difference between the book value and the actual
purchase price is recorded into the current profit and loss.

Long-term equity investments accounted for using the equity methed will use the same basis as the
investee to directly dispose of related assets or liahifities when disposing of the investment, and account for
the portion originally included into other comprehensive income at a corresponding rate. Owner's equity
recognized due to changes in the owner's equity other than the net profit and loss, other comprehensive
income and profit distribution of the investee are carried forward in proportion to the currant profit and loss,

If the joint control or significant influence on the invested unit is lost due to the disposal of part of the
equity investment, etc., the remaining equity after disposal shall be accounted according to the financial
instrument recognition and measurement standards. The fair value and the date of loss of joint control or
significant impact the difference between the book value is recorded in the current profit and loss. Other
comprehensive income recognized by the original equity investment due to the equity method of accounting
shall be accounted for on the same basis as the investee's direct disposal of related assets or liabilities when
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the equity method of accounting is terminated. The owner's equity recognized due to changes in the cwner's
equity other than the net profit and loss, other comprehensive income and profit distribution of the investee
shail be transferred to the current profit and loss when the equity method is terminated.

If the control of the invested unit is lost due to the disposal of part of the equity investment, etc., when
preparing the individual financial statements, if the remaining equity after the disposal can exercise joint
control or significant influence on the invested unit, the equity method is used for accounting, and the the
remaining equity is treated as if it had been adjusted by the equity method when it was acquired; if the
remaining equity after disposal cannot exercise joint control or exert significant influence on the investes, i
shall be accounted for in accordance with the relevant provisions of the financial instrument recognition and
measurement standards. The difference between its fair value and book value on the date of loss of conrol
is recorded in the current profit and loss.

Disposal of equity is obtained through business combination due to additional investment and other
reasons. When preparing individual financial statements, the remaining equity after disposal is accounted for
using the cost method or the equify method. Recognized other comprehensive income and other owner's
equity are carried forward in proportion; if the remaining equity after disposal is accounted for according to
the financial instrument recognition and measurement standards, all other comprehensive income and other
owner's equity are carried forward.

3. Determine the basis for control, joint control, and significant impact on the investee

Joint control refers to the common control of an arrangement in accordance with the relevant
agreement, and related activities of the arrangement must be agreed upon by the parties sharing control
rights before they can make decisions. If the Group and other joint veniures joinily exercise control over the
investes and have rights to the investee's net assets, the investee is a joint venture of the group.

Significant influence refers to the power to participate in making decisions on the financial and
operating policies of an enterprise, but not the power to contrel, or jointly control, the formulation of such
policies with other parties.

4. Impairment test method and accrual method for impairment preparation

At the end of the period, the long-term equity investment is checked, and the long-term equity
investment impairment provision is accrued based on the difference between its recoverable amount and the
bock value, Once the long-term equity investment impairment provision is accrued, it shall not be transferred
back in the future accounting period.

For a long-term equity investment without a market price, if there is one of the following signs, it
indicates that the long-term equity investment may be impaired:

(TChanges in the political or legal environment affecting the operation of the invested unit, such as the
promulgation or revision of regulations such as taxation and trade, may result in huge losses for the invested
unit,

@The commodities supplied by the investee or the services provided by the investee change the

market demand due to the outdated products, resulting in a serious deterioration of the financial status cf the
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investee;
®&The production technology of the invested company's industry has undergone majer changes, and
the invested company has lost its competitiveness, resulting in serious deterioration of the financial situation,
such as cleaning up, rectification, and liquidation; )
@Evidence shows that the investment can no longer bring other economic benefits to the enterprise.

(XII) Investment property
1. Classification of investment real estate

Investment property includes land use rights that have been leased; land use rights that are held and

ready to be transferred after appreciation; buildings that have been leased out,
2. Pricing of investment property

The investment property is based on its cost as the book value. The cost of outsourcing investment
property includes the purchase price, related taxes and other expenses that can be directly attributed to the
asset; the cost of self-built investment property is determined by the construction of the asset. The necessary
expenditure structure incurred before the usable state.

Subsequent measurement of investment property adopts the cost model, and the depreciation or
amortization of buildings and land use rights is accrued according to its expected service life and net residual
value rate.

3. Confirmation standards and accrual methods for impairment of investment property

The company inspects investment property at the end of the period and evaluates its recoverable
amount to determine whether the asset has been impaired. For investment property whose recoverable
amount is fower than Tts book value, the provision for impairment is made based on the difference between
the recoverable amount of the individual asset and its book value. The provision for impairment of leased
land use rights shall be handled in accordance with the relevant provision for impairment of land use rights in
intangible assets, and the provision for impairment of leased buildings shall be treated in accordance with the
relevant provision for impairment of fixed assets. Once an investment property impairment provision is
accrued, it cannot be reversed in a subsequent accounting period.

4, Conversion and disposal of investment property

When the use of investment property is changed to self-use, the company will convert the investment
property into fixed assets or intangible assets from the date of change. When the purpose of self-use
property is changed to eam rent or capital appreciation, the company will convert fixed assets or intangible
assets info investment property from the date of change. When a conversion occurs, the book value before
conversion is used as the book value after conversion.

When the investment property is disposed of or withdrawn pemmanently from use and it is expacied that
no ecenomic benefits can be obtained from its disposal, the confirmation of the investment properly is
terminated. The amount of disposal income from the sale, transfer, scrap or damage of investment property

after deducting its book vafue and related taxes is recorded into the current profit and loss.
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(XIV)Fixed assets
1. Fixed assets
Fixed assets are tangible assets that are held for use in the production or supply of goods or services,
for rental to others, or for administrative purposes; and have a useful life of more than one accounting year.
Fixed asset is recognized when it meets the following conditions: It fs probable that the economic
benefits associated with the fixed asset will flow to the enterprise; its cost can be reliably measured.
2. Pricing of fixed assets
The fixed assets of the company are initially measured at cost, including:the cost of outsourcing fixed
assets includes the purchase price, import duties and other related taxes and fees, as well as other
expenses that can be directly attributed to the asset before they reach their intended usable state;the cost of
self-built fixed assets is determined by the necessary expenditures incurred before the assets reach the
expected usable state;for fixed assets invested by investors, the value agreed in the investment contract or
agreement js regarded as the book value, but the value agreed in the contract or agresment is not accounted
for at fair value.
3. Classification and depreciation of fixed assets
Except for fixed assets that are fully depreciated and continue to be used and land that is separately
accounted, fixed assets are depreciated by categories using the average age method, and the work method
is used for special devices and equipment.The estimated residual value of fixed assets is 0 fo 5% of the
original value of the asset. The depreciation period and annual depreciation rate of various fixed assets are

as follows:
Categories Depreciaticn period (year) Annual depreciation rate {%)
Houses and buildings 840 12.50-2.38
Wachinery and equipment 4-30 25.00-3.17
Transportation equipment 5-20 20.00-4.75 B
Others 5-12 20.00-7.92

4, Impairment test method of fixed assets and accrual method of impairment provision

At the end of each period, the company judges whether the fixed assets may show signs of impairment.
If there are signs of impairment of fixed assets, the recoverable amount should be estimated. The
recoverable amount is determined based on the higher one between the net amount of the fair value of the
fixed assets minus the disposal expenses and the current value of the estimated future cash flow of the fixed
assefs.When the recoverable amount of a fixed asset is lower than its book value, the book value of the fixed
asset is written down to the recoverable amount. The amount of write-down is recognized as impairment loss
of fixed assets and recorded in the current profit and loss, and meanwhile accrue impairment of assets.

After the impairment loss of fixed assets is confirmed, the depreciation of the impaired fixed assets
shall be adjusted accordingly in the future period so that the book value of the adjusted fixed assets (after
deducting the estimated net residual value) will be systematically amortized over the remaining useful life of
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the fixed assets.

Where there are indications that a fixed asset may be impaired, the group estimates the recoverable
amount based on a single fixed asset. Where it is difficult for an enterprise to estimate the recoverable
amount of a single fixed asset, the recoverable amount of the asset group is determined on the basis of the
asset group to which the fixed asset belongs.

Once the impairment loss of fixed assets is confirmed, it will not be reversed in the future accounting
periods.

5. Subsequent expenditure on fixed assets

Subsequent expenditures related to fixed assets that meet the conditions for confirmation of fixed
assets are included into the cost of fixed assets; those that do nat meet the conditions for confirmation of
fixed assets are included inte the current profit and loss when they oceur.

6. Disposal of fixed assets

When a fixed asset is disposed of or no economic benefit is expected to result from use or disposal, the
recognition of the fixed asset is terminated. The amount of income from disposal of fixed assets sold,
transferred, scrapped or damaged after deducting their book value and related taxes is included into the
current profit and loss.

{(XV)Construction in progress

At the end of the period, determine whether there is any sign of possible impairment of the construction
in progress. If there are signs of impairment of the construction in progress, the recoverable amount is
estimated. If there are signs that a construction in progress may be impaired, the Group estimates its
recoverable amount based on the single censtruction in progress. If it is difficult for the Group to estimate the
recoverable amount of a single construction in progress, the recoverable amount of the asset group is
determined based on the asset group to which the construction in progress belongs.

The recoverable amount is determined based on the higher of the net value of the fair value of the
construction in progress minus the disposal expenses and the present value of the expected future cash flow
of the construction in progress. When the recoverable amount of the construction in progress is lower than its
book value, the book value of the construction in progress is written down to the recoverable amount. The
amount of written-down s recognized as the impairment loss of the construction in progress and recorded in
the current profit and loss, and meanwhile accrue impaiment of construction in progress.

Once the impaiment loss of the construction in progress is confirmed, it will not be reversed in future
accounting periods.

(XVI)Borrowing costs

1. Criteria for recognition of capitalized borrowing costs

The borrowing costs that can be directly attributed to the acquisition and construction of assets that
take a long time to complefe the acquisition and construction activities to reach the predetermined usable
state. Ths asset expenditure and borrowing costs have already occurred and are necessary for the asset to
reach the predetermined usable state. Only when the purchase and construction activities have begun, can it
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be capitalized and included into the cost of the asset. Capitalization ceases when the purchased and
constructed assets reach the intended usable state, and the borrowing costs incurred thereafter are included
info the current profit and loss.
2, Capitalization period of borrowing costs

Borrowing costs incurred on assets eligible for capitalization for the construction or production meet the
above capitalization conditions, those incurred before the asset reaches the infended use or sale state shall
be included into the cost of assets;|f the production activities are abnormally interrupted, and the interruption
lasts for more than 3 months, the capitalization of borrowing costs is suspended, and it is recognized as
current expenses until the construction or production activities of the assets restar; when reaching the state,
the capitalization of horrowing costs is stopped, and the borrowing costs incurred thereafter are directly
included into the financial expenses in the current period.

3. Calculation method of capitalization amount of borrowing costs

If special loans are borrowed for the purchase or construction or production of assets that meet the
capitalization conditions, the interest expenses actually incurred in the current period of the special loans
minus the interest income obtained by depositing unused loan funds into the bank or the amount of
investments obtained by making temporary investments after the income is defermined; the amount of
interest that should be capitalized for the general borrowing borrowed for the purchase or construction or
production of assets that meet the capitalization conditions is calculated and determined based on the
weighted average of the asset expenditures in which the accumulated asset expenditure exceeds the special
borrowing muftiplied by the capitalization rate of the general borrowing.

(XVIDQIl and gas assets

1. Oil and gas asset

Oil and gas assets refer to wells and related facilities and mining interests owned or controlled by oil and
gas field enterprises, and other facilities whose cost recovery in produgt sharing contracts directly depends
on qil and gas reserves.

2. Pricing of oil and gas assets

The cost to acquire mining interests is capitalized when incurred, and the initial measurement is based
on the cost at the time of acquisition.Royalties for exploration right, royalties for mining right and rents
incurred after the acquisition of mining interests are included into the current profit and loss.

3. Depletion of il and gas assets

No depletion is charged for equity in unproved mining interests, and other oil and gas assets are
amortized according to the production method. Within the current period of the mining license, the production
method depletion rate is determined on the estimated production capacity of the oil and gas reserves in the
existing facility.

4. Provision for impairment of oil and gas assets

When the recoverable amount of oil and gas assets other than unproved mining interests is lower than
its book value, the book value is written down to the recoverable amount; when the fair value of the unproved
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mining interests is lower than its book value, the book value is written down to fair value .

For unproved mining interests, an impairment test is conducted once a year. If the acquisition cost of a
single mining area is large, an impairment test shall be conducted con the basis of the single mining area and
the amount of impairment of unproved mining interests shall be determined. If the acquisition cost of a single
mining area is relatively small and has the same or similar geclogical structural characteristics or reservoir
conditions as other adjacent mining areas, the impairment shall be tested according to a group of adjacent
mining areas with the same or similar geclogical structural characteristics or reservoir conditions.

Once the provision for impairment of oil and gas assets is confirmed, it shall not be transferred back in
subsequent accounting periods.

(XVII)Right -of-use asset

The right-of-use asset is initially measured at cost, including: the initial measurement amount of the
lease liability; the lease payments made on or before the start date of the lease term, if there is a lease
incentive, deduct the relevant amount of the lease incentive already enjoyed;initial direct costs incurred by
the lessee; Costs expected to be incurred to dismantle and remove the leased asset, restore the site on
which the leased asset is located, or restore the leased asset to the condition agreed upon in the terms of the

lease {excluding costs incurred to produce inventory).

After the lease commencement date, the right-of-ise asset is subsequently measured using the cost
model.

The principle of determining the depreciation period of the right-of-use asset: if the lessee can
reasonably determine that the leased asset will be acquired at the expiration of the lease term, depreciation
shall be accrued within the remaining useful life of the leased asset.If it cannot be reascnably determined
that the ownership of the leased asset can be obtained at the expiration of the lease term, depreciation shall
be accrued within the shorter of the lease term and the remaining useful life of the leased asset, If the
remaining useful life of the right-of-use asset is shorter than the first two, the depreciation is accrued over the

remaining useful life of the right-of-use asset.

Impairment of the right-of-use asset On the commencement date of the lease term, the lessee
determines whether the right-of-use asset is impaired in accordance with the refevant provisions on asset

impairment, and performs accounting treatment on the identified impaiment loss.

(XIX)Intangible assets

1. Intangible assets

Intangible assets refer to identifiable non-monetary assets without physical form owned or controlled by
the company, mainly including land use rights, patented technologies and non-patented technologies.

When the following conditions are met at the same time, intangible assets are recognized:

(@ The economy related to the intangible assets is likely to flow into the Group;

@)The cost of the intangible asset can be measured reliably
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2. Pricing of intangible assets

The costs of an externally purchased intangible asset include the purchase price, relevant taxes and
expenses paid, and other expenditures directly attributable to putting the asset into condition for its intended
use. If the payment for an intangible asset is delayed beyond the normal credit conditions and it is of
financing nature in effect, the cost of the intangible assets shall be ascertained based on the present value of
the purchase price.

The amount of intangible assets acquired from debt restructuring should be recorded at the fair value of
such intangible assets, and the difference between the carrying amount of the restructured debt and the fair
valus of the intangible assets acquired from debt restructuring should be included into the profit or loss for
the current period.

If the non-monetary assets transaction is commercial in nature and the fair value of the assets received
or surrendered can be reliably measured, the intangible assets received in the non-monetary assets
fransaction, shall be measured on the basis of the fair value of the assets surrendered, unless there are
concrete evidence that the fair value of the assets received is more reliable; For non-monetary assets
transaction which does not meet the above conditions, the cost of intangible assets received shall be the
book value of the assets sumendered and the relevant taxes and expenses payable, and the profit or loss will
not be recognised.

The intangible assets acquired by the enterprise under the same control are determined based on the
book value of the merged party; the intangible assets acquired by the enterprises under the same control are
determined at fair value.

Intangible assets developed by the company itself, whose costs include; materials used in the
development of the intangible assets, labor costs, registration fees, amortization of other patents and
concessions used in the development process, and interest charges to meet capitalization conditions, and
other direct costs incurred to bring the intangible asset to its intended use.

3. Amortization method and period of intangible assets

For intangible assets with finite useful life, amortization is carried out by the straight-line method within
the period of bringing economic benefits to the enterprise. For intangible assets with uncertain service life,
they are not amortized during the holding period. At the end of each period, the service life and amortization
method of intangible assets with limited useful life and the service life of intangible assets with uncertain
service life are raviewed. For the evidence that the servica life of intangible assets is limited, the service life

is estimated and amortized within the expected service life,

4. Provision for impairment of intangible assets
At the end of each half year, determine whether there are signs of possible impairment of intangible
assets. If the asset is impaired, the recoverable amount should be estimated first. When the recoverable
amount of intangible asset is lower than its book value, the book value of the intangible asset is written down
to the recoverable amount. The amount of write-down is recognized as impairment loss of intangible assets
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and recorded into the current profit and loss, and meanwhile accrue impairment of intangible assets.
Intangible assets with uncertain service life, regardless of whether there are signs of impaiment, at
least every six months should be tested for impairment.
Once the provision for impairment of intangible assets is confirmed, it shall not be transferred back in

the subsequent accounting period.

(XX)Research and Development Expenditures

Research expenditures are included into the current profit and loss when it eccurred; the expenses in the
development phase are capitalized if the following conditions are fulfilled:

(17 Itis technically feasible to complete this intangible asset so that it can be used or sold. ;

{2 Have the intention to complete the intangible assets and use or sell them;

(3> The ways in which intangible assets generate economic benefits include the existence of a market
for intangible assets that are capable of proving the existence of a market for the products produced using
such intangible assets. Intangible assets are used internally and can prove their usefulness.

(4 Sufficient technical, financial, and other resources to support the development of this intangible asset
and the ability to use or sell the intangible asset;

(5) Expenditure attributable to the development phase of intangible assets can be reliably measured.

If it does not meet the conditions mentioned above, it is included into the current profit ar loss when it
oceurred. Development expenditures that have been included into profit or loss in previous periods are not
reconfirmed as assets in subsequent periods.The capitalized development expenditures are listed as
development expenditures on the balance sheet, and are converted into intangible assets from the date
when the project reaches its intended use.

{(XXI)Goodwill

Goodwill is the difference between the cost of business combination exceeding the fair value share of the
identifiable net assets of the acquired party that should be acquired in the business combination on the
acquisition date or the purchase date.

Goodwill listed separately in the financial statements is tested for impairment at least annually. During
the impairment fest, the book value of goodwill is allocated to the beneficiary asset group or combination of
asset groups based on the synergistic effect of the business combination.

(XXIN)lLong-term prepaid expenses

The company's long-term prepaid expenses refer to expenses that have been paid buf have been
amortized for more than one year. Including: train rooms equipped for field operations, mobile rooms, drilling
tools, downhole instruments, tools, well contral and solid control devices, leased fixed assets improvement
expenses, efc. in use for field operations.Other long-ferm deferred expenses are usually amortized equally

over the benefit period.
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(XXIIMContract liabilities

The Company recognizes the obligation to transfer goods to customers after receiving or receiving
consideration from customers as contractual liabilities.Before transferring the goods to the customer, if the
customer has already paid the contract consideration or the Group has obtained the right to receive the
contract consideration unconditionally, the Group will, at the earlier point of time when the customer actually
pays the amount and the amount due and payable, will pay the amount received.or receivables are
presented as contract liabilities.

(XXIV)Employee Remuneration

Employee remuneration refers to the various forms of remuneration or compensation given by the
company to obtain the services provided by the employees or to terminate the labor relationship. Employee
remuneration includes short-term remuneration, dismissal benefits, retirement benefits and other long-term
employee benefits,

1. Short-term remuneration

During the accounting period in which employees provide services, the company recognizes the
short-term remuneration payable as a liability and accounts for the relevant asset costs and expenses based
on the beneficiaries of the employees providing services.

The social insurance premiums and housing provident funds paid by the company for employees, as well
as the union funds and employee education funds drawn according to the regulations, are calcutated and
determined according to the prescribed withholding basis and withholding ratio during the accounting period
when the employees provide services for the compary .

Health care, living allowances, internal welfare department expenditures, hardship subsidies, retired
non-retirement expenses, heating subsidies and other welfare expenses paid to employees are included into
employee benefits, if the employee benefits are non-monetary benefits, they shall be measured at fair value.

2. Dismissal benefits

The company will pay dismissal benefits when the Group can no longer withdraw the offer of termination
plan or layoff proposal and when the Group recognizes costs for restructuring which involving the payment of
dismissal benefits (whichever the earliest). The remuneration incurred by the dismissal benefits will be
recognized as liabilities which would be recorded into current profits and loss.

3. Retirement benefits

The company will pay basic pension insurance and unemployment insurance in accordance with the
relevant provisions of the local government for the staff. During the accounting pericd when the staff provides
service, the company will calculate the amount payable in accordance with the local stipulated basis and
proportions which will be recognized as liabilities, and the liabilities would be recorded into current profits and
loss or costs of assets.

The company establishes an enterprise annuity, and the enterprise annuity funds are jointly paid by the
company and the individual.

Notes to the Financial Statements Page 25

~ F-42 -



China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y ten thousand yuan

(XXV) Lease liabilities
The Company initially measures the lease liabilities according to the present value of the unpaid lease
payment on the start date of the lease term. When calculating the present value of the lease payment, the
company adopts the lease embedded interest rate as the discount rate; If the interest rate of the lease
cannot be determined, the incremental borrowing rate of the Company shall be used as the discount rate.
The lease payment amount includes: Fixed payment amount and substantial fixed payment amount after
deducting the refevant amount of lease incentive; Variable lease payment amount depending on index or
ratio; When the Company reasonably determines that the option will be exercised, the lease payment
amount includes the exercise price for purchasing the option; In the case that the lease period reflects that
the Company will exercise the option to terminate the lease, the lease payment amount includes the amount
to be paid for exercising the option to terminate the lease;Estimated amount to be paid according to the
residual value of guarantee provided by the Company.
The Company calculates the interest expenses of the lease liabilities in each period of the lease term
according to a fixed discount rate, which is included in the current profits and losses or related asset costs.
The variable lease payments that are not included in the measurement of lease liabilities shall be
included in the current profits and losses or related asset costs when they actually occur.
(XXVI)Bond payable
Bonds payable are priced according to the actual issue price; the difference hetween the total issue
price and the total face value of the bond is regarded as the premium or discount of the bond, and is
amortized during the life of the bond when the interest rate is accrued according to the actual interest rate
method, and in accordance with the principle of borrowing cost. The year-end balance of bonds payable is
the amortized value.
(XXVII)Estimated liabilities
1. Recognition criteria for estimated liabilities
When the obligations related to the contingent events meet the following conditions at the same time,
the company recognizes the estimated liabilities:
{1)The obligation is a present obligation of the Group;
(2) It is probable that an outflow of economic benefits will be required to settle the obligation;
(3) The amount of the obligation can be measured reliably.
2. Method of measuring the various estimated liabilities
The company's estimated liabilities are initially measured at the best estimate of the expenditure
required to perform the relevant current obligations.When determining the best estimate, the company
considers factors such as risks, uncertainties and time value of money related to contingent events. For the
significant impact of the time value of money, the best estimate is determined by discounting the refevant
future cash outflows. On the balance sheet date, the book value of the estimated liabilities is reviewed, and

the book value is adjusted to reflect the current best estimate.
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(XXVIIT)Safety production fee
The Group extracts and uses safe production fee in accordance with the provisions of the
"Administrative Measures on the Extraction and Use of Enterprise Safe Production Fee " (Caigi [2012] No. 16)
of the Ministry of Finance and the State Administration of Work Safety.

(XXIX)Preference shares, perpetual bonds and other financial instruments

The Group classifies these financial instruments or their components as financial assets, financial
liabilities or equity instruments at initial recognition based on the contract terms of preference shares or
perpetual bonds issued and the economic substance reflected, combined with the definition of financial
assets, financial liabilities and equity instruments.

The Group treats the preference shares or perpetual bonds issued by it that contain both equity and
liability components in accordance with the same accounting poficies as convertible instruments with equity
components.The Group treats the preference shares or perpetual bonds that do not contain equity
components in accordance with the same accounting policies as convertible instruments that do not contain

equity components.

The Group's preference shares issued by it that shall be classified as equity instruments are recorded in
equity instruments based on the actual amount received. If dividends and interest are distributed during the
existence period, it shall be treated as profit distribution. If the preference shares are redeemed in

accordance with the terms of the contract, the equity shall be written off at the redemption price.
(XXX)Revenue

After fulflling the performance obligations in the contract, that is, when the customer obtains control of
the relevant goods or services, the revenue is recognized.

If the contract contains two or more performance obligations, the transaction price shall be aliocated to
each individual performance obligation on the start date of the contract according o the relative proportion of
the individual selling prices of the goodé or services promised by each individual performance obligation and
the transaction price of the performance obligation measures income.

The transaction price is the amount of consideration that you are expected to be entitled to the customer
due to the transfer of goods or services, excluding payments collected on behalf of third parties. The
confirmed transaction price does not exceed the amount that the accumulated confirmed income is unlikely
to be materially reversed when the relevant uncertainty is eliminated. Expected to be refunded to the
customer as a return liability, not included into the transaction price. If there is a significant financing
component in the contract, the transaction price is determined according to the amount of cash payable
when the customer assumes control of the goods or services. The difference between the transaction price
and the contract consideration is amortized using the actual interest rate method during the contract period.

On the start date of the contract, if it is estimated that the interval between the customer obtaining control of
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the goods or services and the price paid by the customer does not exceed one year, the major financing
component existing in the contract is not considered.

If one of the following conditions is met, it is a performance obligation to be performed within a certain
period of time; otherwise, it is a performance obiigation at a certain point in time:

(DThe customer obtains and consumes the economic benefits brought by the performance of the
enterprise at the same time as the company performs the contract.

@)The customer can control the goods under construction in the process of corporate performance.

@The goods produced during the performance of the enterprise have ireplaceable uses, and the
enterprise has the right to receive payment for the part of the performance that has been completed so far
throughout the contract period.

For performance obligations performed within a certain period of time, revenue is recognized in
accordance with the progress of performance within that period of time. When the performance progress
cannot be reasonably determined, if the costs incurred are expected to be compensated, the revenue shall
be recognized according to the amount of costs incurred until the performance progress can be reasonably
determined.

For performance obligations performed at a certain point in time, the Group shall earn income when the
customer obtains control of the relevant commodity. In determining whether a cuslomer has acquired control
of a commodity, the Group should consider the following signs;

(DThe enterprise has the current right to collect the goods.

@)The enterprise has transferred the physical goods to the customer.

@The enterprise has transferred the main risks and rewards of ownership of the goods to the customer.

@The customer has accepted the goods.

The right to receive consideration for the transfer of goods or services to the customer (and the right
depends on factors other than the passing of time) is listed as a contract asset, and the contract asset is
impaired based on expected credit logses"Note IV {VIII) Financial instruments 8. Impairment ".The Group's
right to collect consideration from customers unconditionally (depending only on the passing of time) is listed
as accoutants receivable financing. The Group's obligation to transfer goods or services received or
receivable from customers for consideration is listed as contract liabilities.

The accounting policies refated to the main activities for income generation are described as follows:

1, Sales revenue

Revenue is recognized when the customer obtains control of related commodities. Obtaining control of
related commodities means that customers can lead the use of the commodities and obtain almost all

economic benefits from them.
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2. Income from the provision of fabor services

The customer obtains and consumes the eccnomic benefits brought by the performance of the Group
while performing the performance of the Group. It belongs to the performance obligations performed within a
certain period of time, and the revenue is recognized according to the progress of performance. Ctherwise, it
belongs to parfermance obligations performed at a certain point in time, and the revenue is recognized when
the customer obtains control of related services.

3. Interest income

The interest income is calculated and determined according to the time for lending the monetary funds

and the actual interest rate.

(XXXDContract costs

Contract costs include incremental costs incurred in obtaining the contract and cantract performance
costs.

Incremental costs incurred in obtaining a contract refer to costs that the Group would not incur without
obtaining a contract. If the cost is expected to be recovered, the Group recognizes it as a contract acquisition
cost as an asset, Other expenses incurred by the Group in order to obtain the contract, in addition to the
incremental costs expected to be recovered, are included into the current profit and loss when incurred.

Assets recognized for contract acquisition costs and assefs recognized for contract performance costs
(hereinafter referred fo as "assets related to confract costs') are amortized on the same basis as the
recognition of the income from commodities or services related to the asset and included into the current
profit and loss. When the amortization period does not exceed one year, it is included into the current profit
and loss when it occurs.

When the book value of the asset related to the contract cost is higher than the difference between the
following two items, the Group makes an impairment provision for the excess and recognizes it as an asset
impairment loss:

1. The remaining consideration that the Group expects to obtain due to the transfer of goods or services
related to the asset;

2, Estimate the costs that will be incurred for the transfer of the relevant goods or services.

(XXXITI)Government grants
1. Types
Government grants are mainly for financial allocation, financial interest discount, tax refumn and free
allocation of non-monetary assets.
2, Government grant confirmation
The group shall be recognized when it is able to meet the conditions attached to government grants and
when it is able to receive government grants.
3. Accounting treatment method
Government subsidies related to assets should be recognized as deferred income. If the government
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subsidies related to assets are recognized as deferred income, they are recorded into the current profit and
loss in a reasonable and systematic manner within the useful life of the assets constructed or purchased.

A government grant related fo income is used for compensation for related expenses or losses to be
incurred by the Company in subsequent periods, the grant shall be recegnized as deferred income, And in
the period of confirming the related cost, expense or loss, it shall be included into the current profit and loss
or offset related costs. For the compensation of related costs and losses already incurred by the company, it
shall be directly included into the current profit and loss or offset related costs.

4. Measurement of government grant

If the government grant is a monetary asset, it shall be measured according to the amount received or
receivable.

If the government grant is a non-monetary asset, it shall be measured af its fair value; if its fair value
cannot be obtained reliably, it shall be measured at its nominal amount, which shall be 1 yuan.

(XXXTIDDeferred income tax assets and lahilities

Deferred income tax assets are recognized for deductible temporary differences to the extent of taxable
income that is probable in the future to deduct deductible temporary differences.

The company recognizes the taxable temporary difference between the current period and the previous
period that has not been paid as deferred income tax liabilities. However, it does not include the goodwill and
the temporary difference formed by the taxable income or deductible losses when transaction formed by
non-business combinations occurs,

When the following conditions are met at the same time, the deferred income tax assets and deferred
income tax liabilities are listed as the net amount after offset:

(1} The deferred income tax assets and deferred income tax liabilittes are related to the income tax
levied by the same tax collection authority on the same taxpayer in the Group;

{2) The enterprise has the legal right to settle the current income tax assets and current income tax

liabilities on a net basis.

(XXXIV)Leases

Lease refers to a contract in which the lessor transfers the right to use the asset to the lessee within a
certain period to obtain consideration.

On the contract start date, the company evaluates whether the contract is a lease or includes a lease. If
one of the parties in a contract transfers the right to control the use of one or more identified assets for a
certain period of time in exchange for consideration, the contract is a lease or includes a lease.

In order to determine whether the contract cedes the right to control the use of the identified assefs
within a certain period, the Group conducts the following assessment

(DWhether the contract involves the use of the identified assets. The identified asset may be specified
explicitly in the contract or implicitly when the asset is available to the customer, and the asset is physically
distinguishable, or if a portion of the asset's capacily or other parts are physically indistinguishable but

Notes to the Financial Statements Page 30

~ F-47 -



China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

represent the full production capacity of the asset, so that customears receive almost all the economic benefits
arising from the use of the asset, I the supplier of the asset has a substantial right to replace the asset
during the entire period of use, the asset is not an identified asset;

@Whether the lessee is entitied to obtain almost all economic benefits arising from the use of the

identified assets during the period of use;
(@ Whether the lesses has the right to lead the use of the identified assets during the period of use.

If the contract containg multiple separate leases at the same time, the lessee and the lessor split the contract,
and each separate lease is accounted for separately, If the confract includes both 'ease and non-lease parts,
the lessee and the lessor will separate the lease and non-lease parts. When splitting the lease and nonease
parts included in the contract, the lessee shall allocate the contract consideration in accordance with the
relative proportion of the sum of the individual price of each lease part and the individual price of the
non-lease part. The lessor shall apportion the contract consideration in accordance with the accounting
policies of the provisions on transaction price apportionment as described in Note (V. (XXX).

(1). The Group as a lessee

At the beginning of the lease period, the Group recognizes right-of-use asset and lease liabilities for
feases. The right-of-use asset is initially measured at cost, including the initial measurement amount of the
iease liability, the lease payment paid on or before the start of the lease period {deducting the amaunt related
to the lease incentives already enjoyed), the initial direct costs incurred and costs expected to be incurred to
dismantle and ramove the leased asset, restore the leased asset to its location or restore the leased asset to
its agreed status under the terms of the lease,

The Group uses the straight-line method to accrue depreciation for right-of-use assets. For those who
can reasonably determine the ownership of the leased asset when the lease term expires, the Group accrues
depreciation within the remaining useful life of the leased asset. Otherwise, the feased asset is depreciated
within the shorter of the lease period and the remaining useful life of the leased asset.

Lease liabilities are initially measured at the present value of the lease payments that have not been paid
at the beginning of the lease period, and the discount rate is the interest rate implicit in lease. If the interest
rate implicit in lease cannot be determined, the Group's incremental borrowing rate is used as the discount
rate.

The Group calculates the interest expense of the lease liability for each period of the lease term at a
fixed periodic interest rate and includes it into the current profit or loss or the cost of related assets. Variable
lease payments that are not included in the measurement of lease liabifities are included into current profit or
loss or the cost of related assets when they actually oceur.,

After the start of the lease period, when the following situations oceur, the Group remeasures the lease
liability according to the present value of the lease payment after the change:

(D The expected payable amount changes according to the guarantee residual value;
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@ The index or ratio used to determine the lease payment has changed;

® The Group's evaluation resulls of purchase options, lease renewal opticns, or lease fermination
options have changed, or the actual exercise of lease renewal options or lease termination options is
inconsistent with the original evaluation results,

When the lease liability is remeasured, the Group adjusts the book value of the right-of-use asset
accordingly. If the book value of the right-of-use asset has been reduced to zero, but the lease liability stil
needs to be further reduced, the Group records the remaining amount into the current profit and loss.

The Group has chosen not to recognize right-of-use assets and lease liabilities for shori-term leases
(leases with a lease period not exceeding 12 months) and leases of low-value assets, and the related lease
payments are recorded on a straight-line basis intc the current profit and loss or the cost of the related assets
for each period of the lease term.

(2). The Group as a lessor

On the lease start date, the Group divided leases into financing lease and operating lease. Financial
lease refers to a lease that transfers almost all risks and rewards related to ownership of leased assets
regardless of whether the ownership is eventually transferred. Operating lease refers to a ease other than
finance leases.

The lease receipts of operating leases are recognized as rental income using the straight-line method
during the lease term. The Group capitalizes the initial direct costs incurred in relation to operating leases,
allocates them on the same basis as the recognition of rental income during the lease period, and is included
into the current profit and loss in instalflments. Variable lease payments that are not included in the lease

receipts are included into the current profit and loss when they actually occur.

(XXXV)Classified as assets held for sale

Confirm non-current assets or disposal groups that simultaneously meet the following conditions as
assets held for sale:

(1) Based cn the practice of selling such assets or disposal groups in similar transactions, they can
be sold immediately under current conditions;

(2) The sale is very likely to happen, that is, the company has already made a resclution on a sales
plan, approved by the regulatory autherities(if applicable) and obtained a certain purchase commitment. [t is
expected that the sale will be completed within one year. If the relevant regulations require approval by the
relevant authority of the enterprise or the regulatory autherity before it can be sold, it should have been
approved.

Non-current assets (excluding financial assets and deferred income tax assets) that are eligible for
holding for sale are measured at the lower of book value and the net value of fair value minus sales
expenses. The amount which the fair value minus the selling expenses is lower than the original book value
is recognized as an asset impairment loss.

Similarly, non-current liabilities classified as held for sale shouid be classified as current liabilities and
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listed in the "liabilities held for sale” item in the balance sheet.

(XXXVI)Fair value measurement

When measuring related assets or liabilities at fair value, it is based on the following assumptions:

(1) The transacticns of market participants sefling assets or transferring liabilities on the measurement
date are orderly transactions under current market conditions;

(2) The ordetly transactions of selling assets or transferring liabilities are conducted in the main market
of related assets or liabilities. If there is no major market, it is assumed that the transaction is conducted in
the most favorable market for related assets or liabilities;

(3) Adop the assumptions that market participants use to maximize their economic benefits when
pricing the asset or tiability.

When measuring non-financial assets at fair value, consider the ability of market participants to use the
asset for optimal use to generate economic benefits, or sell the asset to other market participants that can be
used for optimal use to generate economic benefits.

When fair value is classified into three levels as a whole, it is based on the lowest level among the three
levels to which each important input value used in fair value measurement belongs. The three levels are
defined as follows:

- The first level input value is unadjusted quotes for the same assets or liabilities that can be obtained on
the measurement date in an active market,

. The second |evel input value is the input value that is directly or indirectly cbservable for the relevant
assets or liabilities except for the first level input value,

- The third level input value is unobservable inputs to related assets or liabilities.

(XXXVII)Segment report
The Company determines operating segments based on internal organizational structure, management
requirements, and internal reporting systems, and determines reporting segmenis based on operating

segments,
V.Description of changes in accounting policies and accounting estimates and

adjustment of major other matters
(I} Changes in accounting policies at implementation of new enterprises accounting standards
The Group will implement the Accounting Standards for Business Enterprises No. 21 ~ Leases (‘New
Lease Standards”) revised by the Ministry of Finance in 2018 from 1 January 2021. Please refer to Note IV.
{XXXIV) for the changed accounting policies.
If the original lease standards before January 1, 2021 are inconsistent with the requirements of the new

lease standards, the Group will adjust the retained earnings and financial assets on January 1, 2021
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according to the provisions of the new lease standards and based on the cumulative impact of the initial
implementation of the new lease standards.The amount of other related items in the report is not adjusted for
comparable period information,

Please refer to Note V. (IV) for the statement items adjusted by the implementation of the new lease

standards and the corresponding impact amount,
{ll) Change in accounting estimates

There is no change in important accounting estimates in this period.

(I} Adjustment of major other matters

There is no adjustment of major other matters in this period.

(IV)The impact of changes in accounting policies and free transfers

The impact of the above-mentioned implementation of the new income standard and free transfer on the

beginning of the current period is as follows:

Cumulative impact amount
Implement the new
ltems December 31, 2020 P Adjustment of January 1, 2021
income standard subtotal
. consolidation scope
adjustment

Cash and bank 22,980,558 84 84 22,980,682
Accounts receivable 8,143,434 175 175 8,143,60¢
Prepayments 20,272,616 =271 =271 20,272,345
Other receivables 3,627,047 -1,246 -1,246 3,625,801
Inventories 17,712,667 30 30 17,712,697
Other current assets 14,421,731 -4.697 2 -4,695 14,417,036
Long-term  equity
investment 29,211,813 6,267 6,267 29,218,080
Fixed assets 58,508,595 26,352 26,352 58,532,947
Intangible assets 10,154,428 6,971 6,971 10,147 457
Right-of-use asset 4,981,865 4,981,865 4,981,865
Longterm  deferred
expenses 5,247,445 -1,830,076 -1,930,076 3,317,369

Total assets 408,867,383 3,046,821 24,693 3,071,514 411,938,867
Accounis payable 33,121,344 159 159 33,121,503
Payments received
in advance 593,295 593,295
Employes benefits
payable 3,893,187 36 36 3,893,223
Tax payables 7,240,553 99 99 7,240,652
Other payables 8,421,270 6,048 8,046 8,427,316
Non-gurrent
liabilities due within 5,982,846 354,943 354,943 6,337,789
one year
Lease liabilities 2.858,703 2,858,703 2,858,703
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Cumulative impact amount

Implement the new
[tems December 31, 2020 Adjustment of January 1, 2021
income standard subtotal
) consolidation scope
adjustment
Accrued liabilities 13,044,384 148 -9,692 9,544 13,934,840
Total liabilities 176,943,156 3,213,793 -3,351 3,210,442 180,153,598

Qther
comprehensive -4,345,199 -4.034 -4,034 -4.349,233
income
Retained earnings 1812174 -166,972 32,085 -134,887 1,677,287
_’Non-controlling 34,065,442 7 -7 34,065,435
interests
Total S“Z;*i‘t‘;'ders 231,924,227 166,972 28044 | 138,928 231,765,299

Note: The above table only presents the items of the affected financial statements, so the total disclosed

cannot be recalculated according to the figures presented in the above table.
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V1.Taxation
(I) The principal taxations
Tax Type Tax basis Tax rate
The fax is calculated on the basis of the sales goods and taxable
Value-added  Tax | service income calcufated according to the tax law. After deducting the %, %%, 13%
(VAT) input tax amount that is allowed to be dedusted in the current period, v

the difference is partly due 1o the value-added tax.
The payment is calculated based on the sales volume of taxable
products, The faxable amount of gasoiine, naphtha, solvent oil and

Consumption tax lubricating oil is 1.52 yuan per liter, and diesel and fuel oil is 1.20 yuan Quanitative Levy
per liter.

City maintenance

and  construction | Based on VAT and sale tax paid 1% 5% or 7%

tax

Education Based on VAT and sale tax paid 3%

surcharge

Resource taxe Based on sales of crude oil,natural gas and shale gas 1%-6%

Special ol gain Based on the excess income obtained by selling domestic crude oil 20%-40%

prices above a certain level

Busin i
tai:sess Income Caiculated on taxable income 15%. 25%

(I} Important tax incentives

1, Value-added Tax (VAT)

According to the Ministry of Finance, the State Administration of Taxation, and the General
Administration of Customs "Notice on Tmport Tax Policies for Exploration, Development and Utilization of
Energy Resources during the "14th Five-Year Plan" Period (Cai Guan {2021] No, 17), from January 1, 2021
to December 31,2025,for the construction of cross-border natural gas pipelines and imperted LNG receiving,
storage and transportation equipment projects approved by the National Development and Reform
Commission, as well as the natural gas imported from the expansion projects of imported LNG receiving,
storage and transportation equipment approved by the provincial government.(including pipeline gas and
fiquefied natural gas), the import value-added tax will be refunded according to a certain proportion.

According to the Announcement of the Ministry of Finance, the General Administration of Taxation and
the General Administration of Customs on Despening the VAT Reform Relevant Policies (Ministry of Finance,
General Administration of Taxation and General Administration of Customs Announcement No. 39 of 2019),
from April 1, 2019, for taxable sales of value-added tax or imported goods, the original 16% and 10% tax
rates are adjusted to 13% and 9%, respectively.

According to Deepening the Reform of VAT Reform Relevant Policies (Ministry of Finance, General
Administration of Taxation and General Administration of Customs Announcement No. 39 of 2019), from April
1, 2019 to December 31, 2021, taxpayers allowed in the industry production and living services (including
financial service industry) shall deduct the tax payable by adding 10% to the deductible input tax in the
current period,
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According to the Notice of the Ministry of Finance and the State Administration of Taxation on fssuing
the "Measures for the Administration of Value-Added Taxes in Oil and Gas Field Enterprises” (Caishui [2009]
No. 8) and the "Supplementary Notice on VAT in Qif and Gas Field Enterprises’ by the Ministry of Finance
and the State Administration of Taxation (Caishui [2009] No. 97), the company pays value-added fax for
productive services provided by crude oil and natural gas production. Goods and taxable services transferred
or provided for production between each ofl and gas field enterprise and its non-independent accounting unit
are not pay VAT.

Local tax rates apply to overseas subsidiaries.

2. Consumption tax

According to the Notice of the Ministry of Finance and the State Administration of Taxation on
Continuing to Increase Consumption Tax on Refined Oil (Caishui [2015] No. 11), from January 13, 2015, the
unit tax amount of consumption tax for gasoline, naphtha, solvent oil and lubricants, was increased from 1.4
yuan / liter to 1.52 yuan { fiter, and the unit tax amount of consumption tax for diesel, aviation kerosene and
fuel oil was increased from 1.1 yuan / liter to 1.2 yuan / liter. Aviation kerosene continued to be suspended.

According to the Notice of the Ministry of Finance and the State Administration of Taxation on the
Exemption of Consumption Tax on Self-use Oils Produced by Refined Oil Praduction Enterprises (Caishui
[2010] No. 98), from January 1, 2009, during the production of refined oil, the company’s self-produced
refined oil consumed as fuel, power and raw materials is exempt from consumption tax.

According to the "Interim Measures for the Refund (Exemption) of Consumption Tax on Naphtha and
Fuel Gil for the Production of Ethylene and Aromatic Hydrocarbon Chemical Products” (State Administration
of Taxation Announcement No. 36 of 2012), the company will be exempt from consumption tax when it is
used for the continuous production of ethylene and aromatic hydrocarbon chemical products by the
enterprises in the group and the sale of self-produced naphtha and fuel oil under the fixed-point direct supply
plan of naphtha and fuel oil issued by the State Administration of Taxation.

3. Resolree tax

According to the "Resource Tax Law of the People's Republic of China", crude oil and natural gas used
for heating in the process of mining crude oil and transporting crude oil within the oilfield are exempt from
resource tax;Crude oil and natural gas mined from low-abundance oil and gas fields are reduced by 20%
resource tax; Natural gas with high sulfur content, tertiary oil recovery and crude oil and natural gas extracted
from deep-water oil and gas fields shall be reduced by 30% resource tax; Heavy il and high pour point oil
will be reduced by 40%.

On March 28, 2018, according fo the Notice of the Ministry of Finance and the State Administration of
Taxation on Reducing Resource Tax on Shale Gas (Caishui [2018] No. 26}, in order to promote the
development and utilization of shale gas, effectively increase the supply of natural gas. From April 1, 2018 to
March 31, 2021, the shale gas resource tax (at the prescribed rate of 6%) will be reduced by 30%.0n March
15, 2021, the Ministry of Finance and the State Administration of Taxation issued the "Announcement on
Extending the Implementation Period of Some Preferential Tax Policies” (Announcement No. 6 [2021] of the
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Ministry of Finance and the State Administration of Taxation), and the preferential tax policies will be
implemented on March 31, 2021.After the expiry, the enforcement period was extended to December 31,
2023.

4. Special oil gain

According to the Ministry of Finance's "Notice on Increasing the Starting Point of Special Oil Gain *
(Caishui [2014] No.115), with the approval of the State Council, the Minisfry of Finance decided to increase
the ol special gain starting point to 65 USD / barrel from January 1, 2015, level 5 excess progressive ad
valorem rate calculation is still implemented.

5. Business income taxes

According to the Notice of the Ministry of Finance, the General Administration of Customs, and the
State Administration of Taxaticn on Issues Relevant to Tax Policies for the Deep Implementation of the
Western Develcpment Strategy (Caishui [2011] No. 58), from January 1, 2011 to December 31, 2020, for the
encouraged industrial enterprises located in the western region, the enterprise income tax is levied at a
reduced rafe of 15%. Some branches and subsidiaries of the Group located in the westem region are subject
to & 156% preferential tax rate to calculate and pay business income tax. On April 23, 2020, the Ministry of
Finance, the State Taxation Administration of The People's Republic of China and the National Development
and Reform Commission jointly issued the Announcement on Continuation of Enterprise Income Tax Policy
for Western Development (Announcement No.23, 2020 of the National Development and Reform
Commission of the Ministry of Finance and the State Administration of Taxation). From January 1, 2021 to
December 31, 2030, the encouraged industrial enterprises located in the western region continued to collect
enterprise income tax at a reduced rate of 15%.

According to the provisions of the "Enterprise Income Tax Law of the People's Republic of China",
"Implementation Regulations of the Enterprise Income Tax Law of the People's Republic of China®,
"Measures for the Administration of the |dentification of High-tech Enterprises” and "Guidelines for the
Administration of the ldentification and Management of High-tech Enterprises” ,the enterprise income tax is
levied at a tax rate of 15%, and subsidiaries of the Group that have obtained the "High-tech Enterprise
Certificate” enjoy a preferential tax rate of 15%.

The Ministry of Finance and the State Administration of Taxation jointly issued the "Announcement on
Further Improving the Pre-tax Deduction Policy for R&D Expenses" (Announcement No. 13 of 2021), which
stipulates that from January 1, 2021, the R&D expenses of manufacturing enterprises will be deducted. The
ratio has been increased from 75% to 100%, reducing the tax burden of manufacturing enterprises.

The projects and subsidiaries invested by the Group abroad are paid in accordance with the contract
and the relevant tax regulations of the country where the taxes payable are paid in the country where they

are located.
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m Original subsidiaries no longer included in the scope of consolidation in this period

In the current period PetroChina Beijing Natural Gas Pipeline Co., Ltd. and PetroChina Dalian LNG Co.,
Ltd.., which are subsidiaries of PetroChina, are no longer included in the scope of consolidation due to

pipeline asset reorganization, and the time of loss of control is March31, 2021.
(i) Entities newly included in the scope of consolidation in this period
The company has no new entities included in the scope of consolidation this year.

(V) Relevant information of structured entities included in the scope of consolidated

financial statements

Current period

Investment entity

~ Quantity | Amount
CNPC Asset Management o, Ltd. ; — 25073
e — —

(CONTD) :

Previous period

|
Investment entity ! Quantity ! Amount
CNPC Asset Managemeni Go g~~~ f e i 1991,540
B S RS 3{151530.

Judgment basis for the implementation of control over important structured entities included in the
scope of consolidation:

The Group periodically re-evaluates, judges whether to control structured entities, and decides whether
to include them in the scope of consolidation.In the evaluation and judgment, the Group comprehensively
considers the following facts and circumstances:the purpose of the establishment of the structured entity, the
activities and decisions that have a significant impact on the structured entity's return, the dominant rights
over the structured entity, and the variable return enjoyed by the participants in the relevant activities of the
structured entities , influence on variable returns of structured entities, and relationships with other parties of
structured entities.

At the same time, when determining whether the group is an agent or a principal, comprehensive
consideration should be given to: whether there is a single party with substantive rights that can
unconditionally remove the decision-maker, the scope of its decision-making power, the substantive rights
held by other parties, the reasons for remuneration levels for providing management and other services,

exposure to variable returns from any other arrangements, etc.
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VIII.Notes To Key Items In Consolidated Finacial Statements

(In addition to the special note, the unit of amount is CNY ten thousand yuan )

()] Cash and bank
ltems Closing balance i Opening balance
-Cash S 33.065;‘.7 i 44,755
'Banzéi—éposn ’ 23 560,133 19,129,072
| Other currency T 3 545,946 | 3,806,855
T 27,139,144 | 22,980,682

As of December 31, 2021, the limited amount of ownership in the balance of monetary funds was
4,022,063 million yuan which was mainly the monetary funds deposited with the central bank’s statutory

reserve and the central bank's fiscal deposits.

U)

Lendings to Banks and Other Financial Institutions

ltems

CaII loan to other banks

Ca!l Ioan to non-bank f nancnal mstltuhons

¥
Closmg balance

QOpening balance

!merest recewable of Funds Ient

Due from Placements with Banks and Other.

Financial Institutions

Interest receivable of DepOSIt interbank
funds

|
:, :- i s Gl 5|97._.9 .EBT_JE., S 4'731 Z75
|T o | 53,401
! 17 139 340 ! 13,838,528
"""""" * 7478 |  1og02
132,063 140,286
Less; bad debt provision for funds Ient : ‘ l 19,863 20_41—6—
B v e

Total book value

(1) Financial assets held for trading
Items Falr value at the end of the period I Fair value at the beginning of the pericd
-“Debl|nstrument|nvestment | ) —54?5489 R 4,347 121
. “Equlty e vssteR | 131 39; D 242 445
Hybrd nstrument imvestment | CsOs078 | 4w
:Other “““““ - F 21 459“ . 1 17
Total [ 10,679,143 | 9,033,679
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(Iv) Notes receivable
Typa Closing balance Opening balance
Bank acceptance 10 283 | 51 109
Busm&ss acceptance 34 933 E 19 489
Total 45 21 5 70,598
V) Accounts receivable
Age Closing balance : Opening balance
Wlthll'l 1 year 7, 582 333 ? 295 328
1-2 years i 608672 | 62631
2-3 years 538977 ' 48, 041
3 -4 years 405 485 323 378
45 years 275,780 | 447382
Over 5 years ‘} 676, 216 1,431,833
Sub total 1‘I 085 463 | 10 608 263
Less prowsmn for bad debts 2 670 506 2,464,654
Tota[ 8,414,957 [ 8,143,609
V) Accounts receivable financing
ltems Closing balance ] Opening balance
Notes receivable 254,043 824 463
Accounts receivable 1 730
Total 254,043 826 193
(viny Prepayments
Items \[ Closing balance ! Open:ng balance
P~ . 8 . b o sommmpm g o e e S
Prepayments 15 396 963 T 20 372 951
Less Bad debt prowsmn 58, 609 | 100,606
Total 15 338,354 t 20,272,345
(VI Other receivables
Items | Closmg balance Openlng balance
]nterest recei vable 56 458 j 61 793
Dlwdend recewable | 11 O 300 | 542 200
Other recewables [ 5,591,200 2 721 808
Total 5,757,958 | 3,525,801
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1. Interest receivable

o tem | Cosngbdams T
Fixed deposils | 32,861 26,054
Entrusled Loan o “ 7,664
 Bond investment o  wm| s
Others N L 3,024 27 131
- Total - . 56,458 - 61 793

2. Dividend receivable
Items Clos ng balance [ Opening balance
Brwdt;i.;cewat;e W|lh|n one year N 66,308 - 805 118
Dividend receivable over one year [ 43 992 o o 37F082
h Total O maw | 842,200
3. Other receivables
Age Closmg balance Opening balance
or o - - 438921?; L 1,828, 90?
E 531,572 el
E 300 932 273 695
R T 265 931 - ) 769 591
¥ 4 5 years il R 117 3-'.53 ..... i 76 ?27
: Over 5."yea-rs I 880,910 894,763
T subdotal T : eamen | 3636840
Lésl.;:mnrovision for bad debts “ . _ 894.711 915,032
Total : 5,591,200 2,721,808
{1X) Buying back the sale of financial assets
Items Closmg balance Openlng balance
Securies : sootss | 2aesls

Ofers 205,020 1509

Less Bad debl prowsmn a ' o g&l_ S

Toelbookvae | . o509 | 2470022

(X) Inventories
ltems l Closing balance Openmg balance

__Raw malerﬂla_l‘s: i 7 7 lk - 2877127 l o 27688‘841
Goods in process 2,074,722 l 1,800,897
Invanlnry goods (f|n|shed Eroducls) I 12,727,471 . "1_1535,959_

_Egr:[r;ﬂ l;erf;na_;me CO;{_ SR BT 1105173 l s 125g171 ;
Other: _ 115, 996 164,859
Total I O iag04% | 712697
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(X0 Contract assets

ltems

Closing balance

Contract assels

7,555,350

Less prowsmn for |mpa|rment of contract assets

Total

1
|
S S
g &

Openlng balance
6,106,305
134,265

|
i
!
;‘ 129 461
i 7425889 |

5,972,040

(xi)

Current portion of non-current assets

Items Closmg balance ' Opemng balance
A o S o NSOV (I —— +.‘ i - sith i
Loans and advances due within one year 14 282 524 | 10 464 419
" Debt investment measured at amortized cost due I .
_witinoneyear _ | s
Ofher debt nvestments measured at fair value and |
whose changes are included into other ! 1,357,389 ! 489,410
comprehensive income due witinoneyear | | ...
Long -term recevvables due wvthln one year [ 999,298 ! 1 1 14 339
Others | 295832 | 126
Total | 19,717,016 | 14,014,528
(Xll)  Other current assets
Items ] Closing balance [ Opening balance
Reclassn‘;ed Tax payable 5,808,962 7,233,035
Others 5,376,816 7 184 001
Total 11,185,778 | 14 417 036
(XIv)  Granting of loans and advances

Personal !oans and advances

Houstng mongage

Oth ers

Others

Total Ioans and advances

Less reserve for Ioan Icsses

Among combmed accrual amount

Items Closing balance | Opening balance

5218373 | 3551295

Among credlt card - __T - i 76 890 J 83 687

) 2144420 } 1777 739

2,997,063 \ 1689 869

Corporafe Ioans and “advances‘ S 6_ 06_8156: { o 8 921 508
2424588j - ' ‘”7 .

2,458,854 | -10,463,868

“-11286 szgl ) O qoame3
1 1, 377 [ 846,558

on ed acor ¢ T 377 - 846,658
ns and 10145452 | 11,626,245

Book value of Ioans and advances
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY ten thousand yuan

(Xv) Debt investments
Items ‘F Closing balance ‘ Opening balance
Treasury bond |nveslment a l ----- 1,504,340 i . 1 486 523 l
Enterpnse bond mveslment [ 5,852 - o 6 DOO .
Entrusted loan I 280,798 o 235 3043
_l;;rEn_vestment h 1,378,892 - . 2219 446.-
—Tm51 pmducts S 41020’95.4. s S ;2 éﬁ
;;e t ﬁaniaéem;m;la} siiainlts I8 AL 154,356 =
Interest receivable : - 64 139 - 57,810
Others ) ) 2 962 894 4 811 281
- 7Slll)lntal o - o 1[lﬁ§_>‘177m§7717 I l2 261 448 |
Ia_zgzégurrenl pOf‘thI‘l of non-current i 2781973 1 946,234
Other current assets N D 368 273 ) 771 259
Total l 7 067,625 9,543,955
(XVl)  Other debt investments

Ilems

Closing balance

Openlng balance

-_.Treasury bond investment | 792 014
Flnana|al bl)nd lnveslrnent l 255 584 - 2 095, 5.124 ‘
rrrrr E nterprise bond investment { 749,492 ‘ 1,308,119
Others 39,863 l 26,987
= -~ | e ;1; : S 4422244 4
(XVll)  Long-term receivables

ltems

Flnancmg lease

Among unreallzed f|nancmg galns

Installment sales

lnstallment service

Closmg balance

T
|
l
— =
1

Olhers

Total

Opening balance

3 611 595 3,674, 862
633, 804 , 954 141

1 389 l 32, 656

26 776 l 72,484
1 11a 183 ‘ 1452913
4 757 943 | l 5,232,915
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY ten thousand yuan

(Xvlll}  Long-term equity investments
1. Classification of Long-term equity investments
ltems Opening balance Increase c_iuring Decrease during Closing balance
the period the period

Investment in joint venture 4,119,191 457 559 324,867 4,251,883
Investment in associated enterprise 25,163,642 2,689,238 195,810 27,657,070
Subtotal 29,282,833 3,146,797 520,677 31,908,953
:ss:;t;]’gggrme”t for lang term equity 64,753 54218 4587 114,384
Total 29,218,080 3,092,579 516,090 31,794,569
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XIX)  Other non-current financial assets

Items 1|_ Crosmg Falr value Openlng Fair value
Debtlnstrumemlnvestment - 3120 820 j R 5040 681 -
Eﬁt;{sﬂ,,@m mvestmenf S S _E4€407 f S 312_138
ol - 3366227 | 5352819

(XX) Fixed assets

ltems I Closing balance i Opening balance
leed assets | 58 24? 156 | 58 403,619
F|xed assets cleanup 86 484 W29 328
Total 58 333,640 58 532 947‘
Details of fixed assets

1 .
| Increase in the

Decrease in the

- lt?ms ] 7Open|ng balance '  period period Closing_; bﬁaiaince“
I\ Original carrylng value ] 160,549,936 7,869,"552 B 3,260,422 B 155 159,066
g:;’\"gorg"::';it;ld)b”"d'“gs Cncling | 36 501 309 1594356 645,654 37,170,004

Machinery and equipment 102747672 | 5,590,283 1,912,971 106,424,984
Transportaton equpment | 5628981 | 187,407 389,069 5427319
 Othes 5,951,981 " 497506 | 3278 | 6136759

N /{ccumﬂiaﬂfeﬁepremamn“ T saomom | 6700486 | 2215538 | 86715031
f;’:;f‘géir;::'s"&l”nd)b”"d'”gs {Ineluieg 1 15,028,781 J 1,456,590 l 340,751 16,144,620

' Mashinery and equipmert .5 60049 7741 4553040 | 1274780 | 63328034

Transportatlon equment { 3571 594 I 262, 489 [ 338 866 3,497,217
e I 3579 93“ 4'5355'77 — 253741 —

I Netvalve | edems | — | — |  eam0%

I/:r:g?gm:-lgo::tsr;g;t;nnd)bmldlngs (incluing 21102521 J . i o 21.025,384
_ Machinery and eqmpment | 42,697,898 | ) = 43 0"96 950
o Transpoﬂaﬂon equrpment —:L— o 20_5?87 [ T “_ A = = 1 930 102

Others 2 372 047 |
9, 916 234 \L

IV\ Provusmn for |mpa\rmem

68920 |

2 391 599
10,196,679

Amoné Housmg and buile bmldmgé (lﬁuﬁg . |

Jand. ol gassiaon) ol i, sl e
Machmery and equnpment [ 6 879 193 i 489 170 | 189,590 7’ 178 773
Transportahon equment t 256 230 14 809 22,093 248 946
Others ' 855 390 } 26,671 36950 | 845 111

Vs Book value l 58 403 619 I — | — | 58 247156

Among Housmg and bmldmgs (lnclumg | 19 2E;? 106 o . . 19.101 335

_land. oil gas station) e | e

Machinery andiequrpment ' ﬁ..§5,818,705 I S
I |

35918177
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

Openmg balance

Increase in the i Decrease in the
_ period

_pe

riod

Closmg balance

1681156

) = 1546488
(XXI)  Construction in progress
E Closing balance _HI__ - (?pemng balar}ger -
- Items i Book balanoei,F F::{?;::‘::emr } Book value ‘r Book balanceTI T?g;?:omr;ﬁri Book value
Exploration and production 15,636,533 783,005 i 14 853 52& 17 447, 731 711 950 | 16 735 781
Eighslon & b [ -
Oil refining and chemical | | |
industry i 5,793,078 230,116 | 7 5,562,962 | 3,184,852 46,911 ! 3,137,941
""" Sales 989,894 56118 | 933776 _1'_255"7_35_ Tows | 1, 289"7%6
Natural gas and pipeline 1,427,635 225,844 1635039 | 28533 | 1408506
Engineering technical 3
service 117,890 376 117,514 209,079 23,808 185,271
“egremgemsnein | sz | | waw | s | e
Equipment manufacturing 36,623 ! 6,699 [ 29,924 ‘l 33,486 | o | 33_4_&16
Trading f ! 141424 B T 41424
2 628, 157 459,954 E ‘ .".68 203 5—361529 505,483 i 1,456,046
1,093,663 11,806 1081 857 | 821,111 10,808 810,303
27,755,912 1,773,918 | 25, 981 594 26,752,171 1,530,462 | 25,221,708

(XXl

Oil and gas assets

Details of Qil and gas assets

Increase in the

Decreaseinthe |

ltems | Opening balance | _ . Closing balance
period | period |
Orlglnal carr;}ﬁérvélue N 267 590 461 ------- 20, 693 90& 9148844 { B 7279 i35 526
Arﬁong vaed mineral interest 7,644,964 gSB,S39 ' 3847231 E 8,195:772 ‘‘‘‘‘‘
Unpm\,;;(;mmeram[erest ;506100 . e s ] " _1 w100
Wells and related faciiies 2130367 | 1975670 | B76AM3| 260130864
Il Accumulated depleon | 164,197,278 | 15,411,095 | 6373202 17328161
.......... m o.;l-;Proved mlneral mterest o 189 865 1T 7’1 530 | 2 231 820
...... ells and related f‘a*CIIIII _ 15 221 230 o 6, 30?682 ] 1714003.3
III Prowsmn for |mpalrment 2 705 911 | 439 505 70 640 71
Among Proved mlneral mterest 291 545 ? 786 420 i 108 380 1 969 588
Unproved mlneral mterest ............................... 1 30? 000 N [ 1,307,000 .
~ Wells and related facilties 7T | 319,491 /B[ 7364127
IV Book value uategn | — — | esameem0
‘"Arnung Proved mineral |nterestm 5 239,831 S J— ) 3:%197—,364M
 Umpowdmineralnterest | 499100 | — — 499,100
WWWEIIS and related faclhtlesm | ‘ mBB 679 843 B —_— ]‘ ) —_— o 9(‘)_‘;63—1;6 B
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of ameunt is CNY Ten thousand yuan

(o Right-of-use assets
ftems Opening balance Increas? i Decreas.e n Closing balance
the period the period
I Qriginal carrying value 6,152,174 755,812 622,288 6,285,698
Among: Lang 397,408 210,190 224,532 383,066
Housing and buildings 5,228,249 206,259 173,589 5,260,919
caimen T Trensparalon 260,468 316990 167,916 409,542
Cthers 266,049 22,373 56,251 232,172
Il Accumulated depreciation 1,170,309 921,069 389,904 1,701,473
Ameng: Land 74,497 53,490 10,712 117,275
Housing and buildings 950,369 694,065 280,046 1,364,387
o ¢ Transporaton 74,200 133,370 72333 135,238
Others 71,243 40,144 26,814 84,573
Il Netvalue 4,981,865 — — 4,584,225
Among: Land 322,911 — — 265,791
Housing and buildings 4,277,880 — — 3,896,532
eqll;\iﬂpartr:]heirr:tery and  Transportation 186,267 _— - 274,304
Cthers 194,808 — — 147 5939
IV Provision for impairment 816 818
Among: Land
Housing and buildings 816 816
Machinery and Transportation
equipment
Others
V. Book value 4,981,865 — — 4,583,409
Among: Land 32291 — — 265,791
Housing and buildings 4,277,880 e —_— 3,895,715
eqll:{\i/l:;@:fry and  Transportation 186,267 - — 274,304
Cthers 194,806 —_— — 147,599
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XXIV) Intangible assets
items Opening bafance Increana i Decreasle n Closing balance
the period the period
I Original carrying value 15,868,646 1,491,811 530,833 16,829,624
Among:Software 1,750,104 358,972 269,044 1,840,032
Land use rights 10,521,252 923,239 61,806 11,382,685
Patent 505,338 35,442 554 540,226
Non-patented technology 364,255 8,230 372485
Trademark right 69,103 17 4,803 64,317
Copyright 928 19 947
Franchise 2,263,292 126,462 17,218 2,372,538
Others 394,374 39,430 177,410 256,394
I, Accumulated amortization 5,608,327 722,186 230,765 6,099,748
Amoeng:Scftware 1,335,462 210,092 182,776 1,362,778
Land use rights 2,589,154 370,385 11,394 2,948,146
Patent 413,136 17,966 858 430,244
Non-patented technology 295,713 11,538 4726 306,825
Trademark right 8,786 35 3 8,759
Copyright 333 94 427
Franchise 848,112 85,966 7,758 926,320
Others 117,631 26,108 27,490 116,249
{ll. Provision for impairment 112,862 32,334 13,280 131,918
Among: Software 11,409 15,083 8,231 22,261
Land use rights 40,12 173 991 39,294
Patent 21,115 61 21,054
Non-patented technology 8,909 4,835 13,744
Trademark right 6,750 154 6,596
Copyright
Franchise 19,144 4516 15 23,545
Others 5423 3727 3728 5422
V. Net book value 10,147,457 _— e 10,587,960
Among:Software 403,233 e _ 454,893
Land use rights 7,891,986 —_— e 8,395,245
Patent 71,087 e _ 88928
Non-patented technclogy 59,633 — —_— 51916
Trademark right 53,567 —_— —_ 48,962
Copyright 595 e — 520
Franchise 1,396,036 —_— — 1422673
Others 271,340 — — 134723
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China National Petroleum Corporation

Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XXV)  Goodwill
1. Book value of goodwill

Name of investee or matters forming goodwill

Tlan]m Ylngluowa Overseas Subs;dlary

Others (Note ) ‘

Less prowsmn for |mparrment of goadwﬂl '

} Increase in
Opemng balance _
o e _the period
! 50‘995
826 216 |
55,400 l |
g1 811 :

Total !

{ Decreasein | Closing
] the period balance
B R
|
14,016 812, 200
R )

Note : It is mainly related to the acquisition of Singapore Petroleum Company and Petroineos Trading

Limited in 2009 and 2011 respectively; This year's changes are mainly affected by exchange rate changes.

2. Goodwill impairment reserve

Name of investee or matters forming goodwill

T‘
TIaI‘IJII‘I Ymgluowa Overseas Subsidiary !

Others (Note)
Total

Opening belance ‘ Increase in i Decrease in Closing
et J theperiod | theperiod |  balance
50 995 | 50,965
- 4405 f | R
56,400 | ‘ 55400

Note :At the end of each year, the Group conducts impairment test in combination with asset groups

related to goodwill. The discount rate is the pre-tax interest rate that reflects the time value of the current

market currency and the specific risks of related asset groups. After comparing the present value of the

recoverable amount with the book value of the asset group containing goodwill, the Group recognizes the

corresponding impairment.

(XXVI) Deferred tax assets and deferred tax assets
;‘ Deferred income j Deductible or [ Deferred income
| taxassetsor | taxable temporary tax assets or Deductible er
I b [ taxable temporary
" | liabilities after | differences after 1 liabilities after differences after
ems
| offsstting attheend |  offsetting at the ‘ offsetting at the ] Offs'elti‘ng at the
i } _ beginning of the
[ of the reporting | end of the | beginning of the reporting period
l period | reporting period | reporting period |
I, Deferred income tax assets | i .
Impairment on assets 1 191 879 ! 5 360 911 \ 1 677 ?78 i 7 596 198
Deduchble Ioss P 400 950 F 1 658 377 i 1 842 131 1 7 413 330
Assei depremahon and deple‘mon 50 411 192 535 335 540 E 1 454 291
Payroll payable 147 531 1 770, 282 154 474 [ 668 57?
Estimate liabilities 76 345 ! 337 157 1 330 379 [ 5 475 236
Others 1 802 442 i 9 812 725 | 3,044,926 13 490 717
Subtotal i 3 669 558 ; 18 131 988 | 8,385,168 | 36 095 349
Offset -1 500 124 il -6,330,882 ;
Total 2,168,434 1 18,131.988 !r 2,054,286 | 36,098,349

Notes to the Financial Statements Page 52

- F-69 -



China National Petroleum Corporation
Notes to financial statements of vear 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

Deferred income

{
|
| taxassets or
|
|
|
|
L
|
|

Deductible or
taxable temporary

Deferred income

tax assets or

Hrams liabilities after differences after liabilities after
offsetting at the end offsetting at the offsetting at the
of the reporting end of the beginning of the

- o fperod | reporingperiod | repotng perid
I8 Deferred income tax Ilabllltles

mVaiuanon of traﬁsécﬂonal financial ] . o ) -
instruments and derivative financial | 83,107
instruments :

* Asset depreciaton and depletin | 1139 | 458 | 660852
Changes in fair value of trading R [ - _ T
financial assels | 274,116 1,076,112 23,855
(;énigégﬁfaliQaue of fi né&c]al T ;‘ o
assets included in other 2,898,766 i 12,735,923 38,571
comprehensive income

Others | 27sasi | NS00 | 2709850

 subonl | 598 | 25333600 | 9,461,904 |

Offst g0 | 5330882 |

"""" O Toul 4428511 | 25333600 | 313102

|
|
|
|

-

Deductible or
taxable temporary
differences after
offsetting at the
beginning of the
reporting period

215,164

98,618

28,897,151

122,726

B S

10,960,747
40 294,406

40,094,408

(XXVIl) Other non-current assets

Commermal reserve crude oil

Others

Closing balance

Total '

= - I
1,909,901 J 2296 787
7116489 i 915, 684
3,026,300 | 3,212,471

Openlng balance

(XXVII) Short-term borrowings

o tem | Cosogbasms | Openngbatrce

gl i ,mﬂﬂj -

Nortgage loan . . L i

Guaranteed loan i 49 032 |

. .C-:redit loan - T _ 6828819 ‘r B i 7'—15EEE1 -

- - :fotéln 6,903,711 ( 7.162,321

(XXIX) Deposit funds

o mltemi . ‘ Clos ing’ balance ll . Opemng balance

Interbanklendng .. .. 5,“4 | 5039 282....‘..”
Total 4 905,504 E 5, 039 282
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XXX)  Notes payable
Type ! Closing balance : Opening balance
Bank acceptance 500 323 677,435
Busrness acceptance 8, 355 976 5,362,335
Total 6,856,299 | 6,038,770
(XXXI)  Accounts payable
i
Age Closmg balance | Openrng balance
Wllhln 1 year(mclumg 1 year) i 31,408,403 ‘ 28,526, 186
1—2  year (|nclumg 2 year) i 2 068 844 l 2,055,966
2 3 year (rnclurng 3 year) ! 889 621 l 877,799
p— S — - — f
Over3 year ; 1 562 643 | 1,661,552
Total 36,229,511 l 33,121,503
(XXXII) Advance from customers
Age i Closmg balance { Opening balance
Within 1 year(incluing 1 year) | 17, 412 i 401,768
Over 1 year 154 449 | 191 527
Total 271 861 593 295
(OKXIN)  Contract liabilities
Items Closmg balance Opening balance
Sales amount of natural gas crude orl and refined orI 7 848 065 3 655 146
Englneenng constructron and lechn|cal services l 1 ?87 921 ‘l 2,003,295
Others 922 394 l 5,786,477
Total 10,558,380 | T 11,444,918
(XXXIV) Deposit absorption and interbank deposit
Items ll Closing balance l Opening balance
Depoe‘.!t absorplron } ‘l
Current deposit [ 4 352 882 i 2 807 725
Among: orporate customers | 2,08, 332 | 827 555
mdwrdual cuslomer ’ 2 257 500 l l 980 170
Tlme deposn 5 10 803,839 10 678 852
Among corpbrate cuslorners 4,705,072
1nd|v1dual customer 6,098,767 | 5,547,452
Other deposns (|nclud|ng outward rem|ttance and E
1,179,401 1,087,747
Among Flscal deposits 6,098 | 8,064
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

Items Closmg balance E Opemng balance
o Securlty deposm - 1,1 ?:9 118 o 971, 838 338
a Remittance payable 34185 T 57,845
mlnteresl payablf; R o - 4-98 969 . 457,509
e __......_.._T Ota] . I 15 535_0_31 e 14}3_1535
Cntetbankdeposit . 3569409 | 5,026 521
co e _T(;a_l_ e g o % O 20'424,440 | v
(XXXV) Employee benefits payable
Items Closing balance ‘ Openlng balance
..... S hert term salary 4,568,380 - ﬁESEIEGZf
Post-employment benefi ts set upac ccntnbuﬂon plan 33,026 - 3:7,244
~_Te_rm|na1|c3;—banei‘|ts ; 7 o 6‘0(‘)0— ;_ - —72—82
'''' Other berefis due within one year " o7 13735
Others s
o Toa 4603% | 38903
(OV]) Taxes payable
Items Closing balance Openlng balance
VAT ..... _ o 950 875 880 751 "
Consumption tax D , 4 ,380,334 ) 4 346 952 )
Rés;Jrcé t;; - [ 294 813 ! 162,904
Enterprise income tax 7 o 1 555 694 578,6ﬂ1-;m
Utban maintenance and constuctontax " otsgu | 176,406
Properytax ) C nw | 21381
Land use tax _ 77 766 1' o 7852&
lndl\.f”l—:;L.J—aImcume t;;x_“ - 178 611 o 163,766
Education surcharge (including local education -
surcharge) i 214819 193,595
Others i S ! S 920 943 - 613. 147.. g
- ” Total T B 8 812,336 7,240,652
(XXXVII) Other payables
tems i Closing balance Openlng balance
Interest payable - 7 J - 774,353 | o 867 524__
— payame e : - o1 B 401213
Othe;r_ p?ablé;w N . 7,039,600 7,519,579
- Total 7,873,086 T ) 8—457—3_16_
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

1. Interest payable

ltems

Interest an Iong-term borrowmgs due in |nsfa||menis

Opening balance

Interest nf cerporate bond

Jnterest payable of short term borrowmgs

Others
Total

13561 J,r 32,957
740105 | 811,963

417 ! 755

20 270 [ 21,869
S ; e

Note: The Company has no significant overdue and unpaid interest this year.

2. Dividends payable

Items

Common siock dwldends

Closmg balance

59,1 sg,

Opening balance

Total

58,138 |

E
f
|
|

A0
40213

Note: The Group has no significant unpaid dividends payable for more than one year at the end of the

year.

3. Other payables

Items

Deposn and secunty deposn recewed

Closmg balance

" Rent payable for fixed assels and packagmg from B
_operating leases

Settlement amount payable for ]mnt venture and

cooperahon etc

Opening balance

Others

Total

793 224 1,370,983
7,298 12,927
379,131 383,567
|
5,859, 947 { 5 752 102
7039500 7519579

Note: Others mainly include residential maintenance funds, social security funds and other escrow funds,

collection and payment, etc.

(XOOVIN) Current portion of non-current liabilities

ltems Closing balance Openlng balance
L;)ng-iermibiorrowings due within one year N 17 624 ‘-m 41é 940"
Bonds payable due WIthln one year ) 8 919 798T' 5 563 805
Long term ac:counts payable due W|th;nione year 50 1764 WD1"
-O-taér Iong-term I|ab|l|t|: due wn;un 1 year 499,540. 354 943.
Tota 9,487,138 6,337,789
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China Naticnal Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XXXIX) Other current liabilities

Items

ShOI’t term bond payable a R

Commercaai paper

Others

Total

Closmg balance E _ Opemng ba!ance
B B ) 3661855 | 5084908
802, 366 i 563,901
] 1,023,316 :____, 155853
O sders | 5,704,662

(XL) Long-term loan

T
i Ending interest rate range (%)

Items | Closing balance Openmg balance

Pedgedoan | sa141 | 408195 | 2.85~5.50
) Morfgage Ioan o 7 h 303 439 | 368,432 - 5752

(gua;azged IOanm S ‘[ ) 669 063 - _-_éOS 729 --------- 1 50~2 915 )
. ! ; " . . s .

Credit Ioar) ! 7 641 722 4 04?_ 049 i '1 20“6 37

Total : 9,147,365 5 410 405 E —
(XLl)  Bonds payable
Items Closing ba!ance f Openmg balance
Medumtemnotes — 46100000 | 18100000
Cc;;r;;:ale bonds . 1,997,587m - 5 978 80‘?
mCorporate bonds A 3,495.B5é ''''''' 4,693,500
 Finenciel bonds ] 9617 | 869,43¢

Offshore bonds 2386677 | S 281035

= | T e
Details of Bonds payable:

Name of Bond ; Issue date Term(year) | Annual u:terest 1‘ Closmg balance
e | | rate(%) B R —
) (1) Medium-term notes E — s ; — | —

19 PetoChina MTNOU1 |z | s | | 1,000,000
19PeficChinaMTNOD2 | 2019414 | 5 I' N T oo
T R T R )

19 PetroChlna MTNOOG I 2019 10 17 5 l 3 58 ' 1 000,000
[ T R )

20 PetroChlna MTNOO2 f 2020 3.23 i 5 299 : ‘] 000 000
20PeroChinaMTNOS | 200328 | 5 29| 1,000,000
20PetroChinaMTNOD4 2020430 3| s 1,000,000
perochnawmors | mmax | s | as | towwo
_....19 F’etroChrlna MTNUﬁO‘iV B L 2019 1; 24 5 3..45 - 1, 000 000 .

19PetroChina MTNOO2 i 2019 1. 24 5 345 i 1, UUO UUO
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

‘ Annual interest

- ,E{neﬂfﬁd N Issui deile B Term(year rate(%) E Closing balance
19PetroChina MTN003 019222 | 5 | oass | 1,000,000
{9PetroChina MTNODA 2019222 B 366 1,000,000

m19PetroCh|na MTNOOS i 2019 4.23 5 3.96 i o 7—7&)&)&)*
20PetroChina MTNOO1 202049 3 242 | 1,000,000
20PetroChina MTNOOZ2 2020'.:1—.9 3 2.42 1,000,000
20Kunlun GasMTNOQ1 . 2020.4.27 3 243 : 100,000
(2) Corporate bonds R e . -
10PetroChina 02 | 2010.8.13 l 16 4,16 999,004

i2PeroChina04 | 2012221 15 5 98583
73) Corporate bonds o - _ st
12PetroChina03 2012.11.22 15 5.04 200,000

NM13PetroChina 02 2013.3.15 10 4.88 o —?4—06‘0& .

16PetroChina 02 2016.1.19 0 a5 | 470000
16PetroChina0d 01833 | 10 37 O 2m000
16PetroCh|na 06 2016.3.24 10 36 ~206 OOD"
18PetroChina E3 201821 5 14 1,996,859

M_E“4) Fmanmal bonds - S S R
‘IQKunIun Iease bond 01 o 2019610 I 3 : 377 249 879
0Kunlunleasebonddt | 2020520 3 | 28 99738

(5) Offshore bonds S S = E—

 PetroChina Offshore bonds 2011428 30 5.9 314,012
13Petroéh7r!5ﬁshore bonds 2013.4.16 7 10 - 34 484 925
20PetroChina Offshore bonds 2020.6.24 3 | 113 _ S 5)8_2, E

_2"6PetrDCh|na Oﬁshbre bon;sm 2020.6.24 o 5 135 ) 572,432

MZ[SPatroChina Offshore bonds 2020. 6 24 o - 27* - - g1§ 530
gg?;t;n Energy Co., Ltd. Seniod 2015.5.13 10 3.75. ..... - _31? 969 9
Total - - - 24,429,740
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XLI)  Accrued liabilities
[tems : CIosmg balance I Openmg balance
ARO : 13, 588 566 66 | 12 083 148
External guarantee | 192,231 ! 359 484
Pending litigation ' 279877 | 250 367
Others ‘> 943 507 ‘ 124, 841
Total f 15 009 181 ‘ 13,934, 840
(XLIl)  Other non-current liabilities

ltems

Closmg balance

Openmg balance

| - |
Other truststakeholders rights : 256 413 l 294 080
Sestnewn el
___Bank agency_b_Lus_l[less net I|ab|||t|es ; B 15 946
Others | 3 410
" T i 280828 | T
(XLIV)  Paid-in capital
' OpeniEl?“aI_ance i Increase Decrease ol
Investors Investment | . Lo _ in | Investment TIPercentage
ann ;Percentage (%) | : the period | theperiod | )
State capll_a.l_w - 48,685, 500 ‘ID0.0D i T 48 685 500 i 100.00
Total . } h 48 GE;EOD 100.00 i 48, 685 500 : 10000
(XLV)  Capital reserve
Items ; Opemng balance | I{ﬁiﬁi}? \ 3??3:;3(:“ }i Closmg balance
. Capltal (share) premmm ) i 4204 ?91 j T 4‘_ _ 4204 191
Other capltal reserve i 21 339 952 [ 1 419 1 83 i 60 992 i 22 698 143
“ a -_-.—_fotal o i l 25 544 143 - 1419183 ! 60 99-2—-? ‘ééméOZ 334
(XLVI)  Surplus reserve
ltems Openmg balance I&zzfr?og] } Dtﬁzr;:?iz (ijn ‘ Closmg balance
Msmtutory surp|u5 . P ! 14 351 611.._. 94052 o2 PEIOY 14 445 673
E-I-D|scret\0nary s-ur-plus reserve C T 94 085 474 | e 9 4,085,474
Oth?rs j . : 33 % S S S B 3 g
Total 1 108,437,123 } 94,062 108,531,185
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

(XLVIl) Operating revenue and operating cost

Amount for this period Amount for previous period
ems Revenue Cost Revéfije - Cost
1 IVIaln opér_;tlng QV e, 396 L 13845, 6_12”?_—. 208,013,715 158,417,069
Includlng Selllng goods I —EM 918 609 ......... 222,748,871 I ‘2;3 607, 706 | 169,299,114»7
Providing services 29,699,857 28 489 510 ! 27 126 513 l 25,822,224
Transfering the right o use assets et | 3s1pt T T s
Reclassification adjustment and offset T —37 436 7?? l -37 742 580 -35, 264 499 -37 109 117
2. Other operating T 498,553 ‘} 374826 | ’74'3§ w0 | I 352 321
Includmg Matenal sales‘ ‘; ...... 332 256 [ 310,158 - 319 251 o 303 227
Ren’cal off_lxed a;;ets o ’r o 165 OUG - 64 668 i- - 115 54% [ 49 094
- oulers {r_ 291 | SR St S 2;32 i.- ”
o | omimoa | 21422048 | 206448805 | 198769300

(XLVIN) Selling expenses

ltems ; Amountfor this perlod | Amount for previous period

“Total . T - m? 940 447? - 7793676757
1,Employee benifits o 2 738 353 : 2 558 472 .
2 Transportatlon expenses | 1,661,925 | [ 1, 859 948
3 Deprematlon deplellon and arﬁgﬂ;ﬂon ?@QS(E l - 1,581,937 I - 1,025,468
Tenidseniatee o mm]
5 Rental fees ' 215,184 g TBS 371
6 V\Tarehﬁcmsm; and storage fee I 171,725 ! 135,364
7Mamtenance and repair costs - 1 129,641 ‘ 68,201
8 Electiiy fee T wmer| B
QFueI and material consumptxon> <7gé§2 L - 80,041
10 Loadmg fee i 72,721 ‘r 86,838

(XLIX)  General and administrative expenses

Items Amount for thls period ‘ Amountfor prewous period
- Total | 8—4_110 640 j ?90%8572
nployebenie | sweds _Agrn
_ 2.Depreciation, deplehon and amortization expenses | 714,164 ; ) 636,352
| SR, i T
3 Safety productlon cost | 589,895 | 352,624
4Mtenance fee uflnformai.E‘t.ansy'stem I . 279,174 [ 237,210
a:{ ental fees e e R 24375§5 ] -

Notes to the Financial Statements Page 60

-F-77 -



China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

Amount forlh|s penod

Amount for previous period

6.Technical service fee 197 648 | 174 41
1 prE;;ér'{y Ean;gé}}{éﬁﬁé&; T 14e 815 ? " 149 982
VB Consultlng au dl{fe; - . ' 14-4 077 I l 158 914
9.Taes 1 T ioeee | 62 79
10.Shipping fee 85,661 l TR
(L) Financial expenses
- - Edrd:i o —:L i f\mount for this period E Amount for previous period
Interest income - : 711,569 742 350
Exchange gains { 3483656 4184976
mesewerse a2
Exchange losses | 4,221,271 5 026, 564
Others ! 97,992 " 110 "o
- Total 3 214215 | 2,540,103

(L1) Other income

T
Amount for this period |

Items 1 Amount for prey_i?ui..??ﬂ?d ”
l;r;fl?nrégf natural gas / LNG VAT levied first and then 860,601 | 356,956 ]
VAT will be Iewed and refunded after VAT reform 16 319 : 162 5? 9

V“‘Subsmy for devegpiment and uhl]zatlon of shale gas 195 811 | )_ _ 202 624
"Nat-onal Qil add Gas Pro;ect 10 25i L ) ? 18 149 |

| il;?l?:nye for development and utiization of coalbed 26,180 i 19,485
Subsidies forT!g_ht G.a;Developrd.e—d{and Ut;l\zallon 2?2529 E 53838
Others 236,567 , ‘ 239 540 )
Total 1,555;558 ) ~1 1%3 091 )

(L) Investment income

Sources of investment income

Long-term equny mvestment income accounted by eqwty

method

T
i
-
e
I
l

Investment income from disposal of Iong-term eqwty

mvestment

Invesiment income from hold\ng tradln fmanuai assets

Jnvestmem income from dls;:osa! 0 tradmg fnancua

assets

Interest income dunng the holdmg penod of other debt

|nveslments

Interest income durmg the holdmg penod of debt

i
g |
{
|

Amount for this period ;

Amount for previous period

1,911,605 | 448769
2,080,735 4,832,760
6,495 78,391
44,202 ' 42333
|
a1t | 356,835
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

' t
Sources of investment income ! Amount for this period | Amount for previous peried
|

investment

Income from drspasal of other debt mvestment

ivi end income obtal ned dunng holdlng other equity :

instruments 5 8pE5 | L
_Iav.é_str.ttent_ |;tcome from “(.tlsposal of other equtty
instruments B g
oves I
Total | 4 622 307 | 5,241,883
(L) Credit impairment losses
Items Amount for this period ‘ Amountfor pre\nous period
Bad ddebtioss 363643 | ""109'"147"
Credlt tmpatrmen—tul_o-ss ot debt |nvestment -175 625 o 35 ZGE
.‘i&t;m.e—n—{l.[ogs . |Oans . -45 572 - 7o
Other credlt mpa|rment Iosses - 8,564 -96, 548
oo T0[a| U I ,-577 375' s oo t79 691
(LIV)  Impairment on assets
o Items D ‘Amountforthls penod | Amount for previous period
oy fngpreskss s ene
Impairment loss of contract assets ' -16,792 | —74 396
‘I-t.ﬂpatrment loss of Iong term eqwty |nvestment -44_426_ J -355
Impairment oss of ixed assel L s T 167,59
“-Impa rment fo_ss_(;; cgr‘tétr—u;c—); ttt“;r-{;gress r -395 478 | 19
“llm t@?ﬁtxtén?gas ;sset; ‘ I -2 104 990 |7 o

10433 |
4 899 . -291 959
3,656,129 i  20625%

Impalrment Ioss of mtanglble assets

Others

Total

(LV) Gains from asset disposals

ltems ! Amount for this period | Amount tor prevtous perlod
mN“e,tml't-tcome from non- -t;ttent asset disposals [ o 125‘655r - _Mtgﬂ 705 )
Net tttcc_)metr_om non- mongtﬁry asset exchang; ;t}734 | 13901
Others 14,758 337
- —g;l'ota;t..—N. 150 14? 182,943

Note: The net income from nan-current asset disposals is mainly the net income from disposals of fixed

assets and intangible assets.
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y Ten thousand yuan

(Lvi) Non-operating income
ltems Amount for this period % Amount for previous period
%Ot:?;?g:nt subsmfs uhrelated to the daily activities of the 40%9?8‘”“ 1’124 _9?7
Accounts payable that cannot be paid 89,924 79,873
~(‘,—«:)-lﬁ_pensa\tionﬁir-mgoma : 26,740“| ------ i 7 40,013
Penaltyincome 11,341 11,754
" Acoept donations 2| a0
- Oth;s_ A 265 ‘443__.. _463E54F
Tl ’ Toress | 166057
(LVIl)  Non-operating expenses
Items i Amount for this period Amount for previous period
. Gains from destruction and retirement of non—curf;nt as—s;tsﬁﬁ 1 - 2,093,087 - 5;85079
External donation S R 673?31 48,755
Expenditure on maintaim’r;g.j -s-tag[i-it; - R o 75E-Sg;122 555,998
omes 1921081 1408,006
TOtal o e i s ”74,546_531 —255{333
(LVII)  Income tax
[tems ; Amount for this period Amalnt for praipus
Current income tax i 5,404,194 | 2,975,762
* Adjustment deferred income tax ] Ciamms| 749049
- Total - ] 6621,342 3,724,811
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China National Petroleum Corporation
Notes to financial statements of year 2021

In addition to the special note, the unit of amount is CNY Ten thousand yuan

(LIX}  Other comprehensive income attributable to the parent company

Items of other comprehensive income and the impact of income tax and transferred to profit or loss

Items

Amount for this period

Amount before tax

Income tax

Net after tax

I. Cther comprehensive income will not be reclassified to profit or
{oss subsequently

8,102

6,943

15,045

1. Changes in re-measurement on the defined benefit plans

175

175

2.0ther comprehensive income attributable fo investees under
equity method that maybe reclassified tc profit or loss

3. Changes in fair value of investments in other equity instruments

7,927

6,543

14,870

4. Changes in the fair value of the company's own credit rigk

5. Others

IT. Other comprehensive income that will be reclassified into
profit or loss in the future

-1,016,266

10,128

-1,026,394

1. Share in other comprehensive income that the invesiee will later
reclassify to profit or loss under the equity method

42,264

9,489

32,825

Less: included in other comprehensive income in the previous
period and transferred to profit or loss in the current period

subtotal

42,294

9469

32,825

2.Changes in fair value of other debt investments

7517

808

6,709

Less: included in other comprehensive income in the previous
pericd and transferred to profit or foss in the current period

subtotal

7517

808

6,709

3.Amount of financial assets reclassified into other comprehensive
income

Less: included in other comprehensive income in the previous
period and fransferred to profit or loss in the current period

subtotal

4. Provision for credit impairment of other debt investments

-3

-149

-584

Less: included in other comprehensive income in the previous
period and fransferred to profit or foss in the current period

subtotal

-733

-149

-584

5. Cash flow hedge reserve (effective part of cash flow hedge profit
and loss)

Less: Adjustment transferred to the initially recognized amount of
the hedged item

Included in other comprehensive income in the previous period and
transferred to profit or loss in the current period

subtotal

6. Differences in translation of foreign currency financial statements

1,065,344

-1,085,344

Less: included in other comprehensive income in the previous
period and transferred 1o profit or loss in the current pericd

subtotal

-1,065,344

-1,065,344

7.0thers

Less: included in other comprehensive income in the previous
period and transferred to profit or loss in the current period

Notes to the Financial Statements Page 64

- F-81 -



China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y Ten thousand yuan

H
subtotal [ _
IIL Total othercomprehenswe income | -1,008,164 318 } -1,011,349
(CONT'D) :
] Amountfor prewous penod
tems i- i e i e ikl
i A ount before fax f Income tax Net aﬂer tax
I Other comprehenswe mcome WI|| not be reclassn‘"ed to prnf t or ; - {
_loss subsequently -13,291
1. Changes in re- measurement on the defined benem plans { 3,392 J

e i s i S

* 2.0ther cornprenenswe income  atributable fo investees under |

equity method that maybe reclassified to profit or loss f
I
3 Changes in falr value of mvestments in other equiy |nstruments f »21 683 |

4. Changes in the falr vaiue offhe company‘s own credlt nsk ‘

| -2,841,302
other comprehensive inc that the investee will later r
reclassify to profit or loss under the equity method L,,- I 72_9?8 - 2,928
Less: included in other comprehensive income in the previous |
period and transferred to profit or loss in the current period } )
subtotal 2928 | ; 2,928
T . T IR ! | i
hang in falr value of other debtlnvestments i -15,933 | -2,419 -13,514
ess: included in other comprehenswe income in the previous !
period and fransferred to profit or loss in the current period [ i
subtotal R : | asm
" 3 Amount of financial assefs reclassﬁ ed into other comprehenswe | f !
]nCOme i — E o = | =
Less included in other comprehenswe income in the prewous i i T
loss in the current period | ol {
subtotal | 7 i
4 Provision for cred|t|mpa|rment of other debtlnvestments 308 | 6 | 303
Less included in other comprehenswe income in the pre\nous
__period and transferred to profit or loss in the current period o
subtotal 309 6 | 303
5. Cash flow hedge reserve (effect ve part “of cash flow hedge profit | i
_andloss) |
Less: Adjustment transferred to the |nmally recognized amount of !
_the hedged item S SN
Included in other cornprehenswe income in the. prevmus perlod and l
_transferred to prefit or loss in the current period |
subtotai :
6 leferences in transiataon of foreign currency flnanmal statements ' -2,831,539 : —2 331 539
Less |ncluded in uther comprehenswe income in the prewous [
_period and transferred to profit or loss in the currentperiod ¢+
subtotal -2,831,638 -2,831,539
7.Cthers 2,933 2,933
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Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

lems Amount for prévious period

Less: included in other comprehensive income in the previous
period and transferred fo profit or [oss in the current period

subtotal 2933 2933

Il Total other comprehensive income 2,659,593 -1,475 -2,658,118
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y Ten thousand yuan

(CONT'D) :
| !
Headquarter and others t Offset } Total
NEE B Ao | S P o e
Current penod | Prior perlcd |Current penod\ Prior penod I (;l;:riggt i Prior per iod
T S L B = “
| Total operatmg income 18,693,715 t 7 3?1 113 |-207 304 856 182 583 805 i280,727.507 208 714 680
Including:Foreign  transaction | f t
. 16,889,620 | 15,440,298 | -39,384, 949 -35,371,793 280,727,507 1208,714,680
income | ‘ { : J
Inter-segment transaction! ! ‘ I ; ‘
i 1,804,095 | 1,930,816 ‘4167 919,907 | -127,212012 | i
revenue | i , I
I. Investment income of JomtT i f ? ;
| 373,214 |+ 399,789 -189,150 | -286,732 ‘ 1,911,679 | -448,789
ventures and joint ventures } } . 4[
1lI. Impairment loss of assets : -85 949 —315,391 ! 46066 | 419971 ‘ -3 656129 ! -2 962 536
oo it et i i & e
IV. Loss of credit impairment | -240 705 157 788 ) 11 813 -376 239 E -577 376 ; -79,691
V. Depreciation and t { !
o 939,078 873,705 -478,256 | -2,753,031 t 934 | 21,990,407
amortization expenses ! l ‘ 3 59 652
S i SO, A . e | [ ———
VI. Total profit 1,114,089 | 3414777 44697 5? ; ‘-2 3?7?78 i 16,647,673 L .8'?.,51 973.....
VII Income tax expenses 2 394 343 481 444 i 229 842 : 554 085 : B 621 342 : 37248
.y e ol i P i
1 |
VIII Net protlt -1, 28(t 2f4 7 2,933,333 | o -4,699, 379 -2,951,863 l 10,026,331 5,027,162
[X Total assets 451 373 871 ’455 205 061 | 384 517 988 -387 755 412 419,243,418 411 938 897
X Total Ilabllmes 191 589 914 189 612 059 --164 766 569 -172,317.428 !186,072‘127 180 153 597
Xi. Other vmportant non- cashI tﬁ i }
items |
Including: Non cash expensestl
other than depreciation andi |
amomzatlon expenses | ‘ | |
Calculate the increase amount| ! | i
of long-term equity |nvestment i f t E
o ] 373214 | 399,789 ‘ -189,150 -286,732 | 1,911,679 448,769
in joint ventures and joint '
| 1
I

ventures by equity method |

|
L

(LXl)  Consolidated cash flow statement
1. Adjust the Net Profit to the Cash Flow Information of Operating Activities

ltems i Amount for this period : Amountfor perwous pertod
1 Netnroﬂt adjdsted tg t:ésihiﬂoiws frintnﬂc.:'peratlng actmtles ) | —_ L .
Net profit 10,026,331 | 5,027,162
5|u; + Provision for asset impalrmgnt 3,6?36,129 t 2952 536
Lo_s)se.-s_t;onatl—ttn;palrment IIIII S 577 376 . - 79 691w
s copscamelmeari ey | amss| s
Depreciation of right-of-use assets 491 420 |
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China National Petreleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

Items ! Amount for thls pencd | Amount for per\nous perrcd
Amomzatlcn cf |ntangrble assets i 531,164 | 575 319
Arnortlzatrcn of long-term deferred expenses [ 513 382 | 4586 978
SR s’ [
Losses on disposal of fixed assets, intangible assets and other ! 150147 | 68711
Iong-term assets ("' for income) | ' t '
Losses from scrappmg of fixed assets ("-" for income) 2,093,087 i 582, 690
Losses from changes in tatr vafue( " for income) | -639 i ! -352 343
Frnancral expenses (" for |ncome) 2 120 180 | 2 330 755
Investment Icsses (" tcr mccrne) —4 622 30‘/’ t -5241,883
Decreases in deferred income tax assets (“ ! fcr mcreases) i -115 148 j‘ 1 298 533
Increases in deferred income tax I|abtltttes ("-" for decreases) ] 1,297,489 ; —397 749
Decreases in Contract assets ("-" for |ncreases] i ‘t
Decreases in inventories ("" for increases) ,i -1,544, 502 t 5 746 279
Decreases in operatmg recelvables (“ i tor |ncreases) l 1 638 591 ‘ -3 187 487
et RS S - ot o S
Increases in operating payables (“ ! fcr decreases) : 1 229 720 ; -12 129 716
Others [ 1 418 750 li n, 083
Net cash flows from operating activities : 40,236,276 | 18 911 247
2. Significant investing and financing activities not involving cash | o
.Jecelpts and payments e t S N
Conversmn of debt |nto caprtal
e : — e om oo o -
Convertrble corporate bonds matunng Wlﬂ'lm one year t
Frxed assets acqurred under f nanctng lease |
3 Net changes in cash and cash equrvalents E—
Endlng balance of cash 23,672,498 20,659,802
Less: beginntng balance of cash 20,658,802 28 773 667
e e e i
Plus endrng balance of cash equrvalents [ 8,445,619 6 331 008
Less beglnnmg balance of cash equtvalents 6,331,008 | 2 132 857
Net increase in cash and cash equivalents 5,131,308 | -3 915 714

2.Net cash obtained from subsidiaries and received and disposed of subsidiaries in this period

Items

Cash or cash equrvalents paid in the current penod tor busrness comblnauons occurnng in

the current pencd

Amount

Less cash and cash equtvalents held by the ccmpany on the date of purchase

Plus cash or cash equwalents pard in the current pencd fcr busmess combmatlons

Obtaln the net cash pa|d by the subsrdrary

Dlspcse of cash or cash equivalents received by sub3|d|anes in the current penod

3,510,756

Less cash and cash equrvatents held by the company on the date of loss of control

|
|
|
t
|
|
OCCUFI'IHQ |n prevrcus penods b
I
1
|

Plus drspcse of cash or cash equivalents received by subsidiaries in the current

-295,000
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CNY Ten thousand yuan

Items | Amount

e T

perlod in prewous pericds

Nel cash received from d|sposa| of SUbSldlafles 3,215,756

3. Composition of cash and cash equivalents

_months

ltems - i CIosngalanﬂc:ai o ’ Openmg balance o
. Cash ' 23 572 499 !‘ 20 659 802
Cncluding:cashonhand 1 %06 | s
T 1 j )
3 Ot?el ynrfaftrfoled cash and cash eqU|vaIems L 3 543 835 ! 1 831?1 6
Unrestncted deposits in central bank ; 161 340 ! 23,558
Dep05|ts |nwbanks and other financial |nst|tul|0;.s_ -J B 358 814 !" 5,794‘7-521"“
Loans to banks and other fln—anmal |nst|tut|nns ’\ R S
I Cash equivalents | 8,449,619 6,331,008
Including: bend  investments. maturing within three i 907,409 943,896
|

32,122,118 26,890,810

[Il. Ending balance of cash sh equwalents

Including: cash and cash
by the parent company or subsidiaries in the Group

IX.Contingencies
(I) Contingent liabilities

1. Contingent liabilities arising from discounted commercial acceptances

As of December 31, 2021, the Group had no discounted commercial acceptances forming contingent
liabilities.

2. Contingent liabilities arising from unresolved litigation or arbitration

As of December 31, 2021, the amount of the subject matter involved in the pending litigation or
arbitration of the Group was 245,157 million yuan.

3. Contingent liabilities formed by providing debt guarantee for other companies
As of December 31, 2021, the amount of guarantee provided by the Group was 79,152,140 million yuan,
of which: guarantees for subsidiaries within the group were 56,579,222million yuan, mainly loan guarantees
and performance guarantees;21,102,016million yuan was provided for the participating enterprises;
guarantees provided for external units of the group were 1,470,902 million yuan, mainly for loan guarantees
and performance guarantees,
(I1) Contingent assets

The Group has no significant contingent assets in the current period.
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China National Petroleum Corporation
Notes to financial statements of year 2021
In addition to the special note, the unit of amount is CN'Y Ten thousand yuan

X. Events after the balance sheet date
As of the approval date of the financial report, the Group has no significant events after the balance sheet
date that should be disclosed,

XI.Related party relationships and transactions

The Group did not have any significant related party transactions during the year.
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Auditor’s Report

Baker Tilly China [2023] No. 39921
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AUDITOR’S REPORT
Baker Tilly China [2023] No.39921

To the shareholders of China National Petroleum Corporation,
I. Opinion

We have audited the accompanying financial statements of China National Petroleum
Corporation (Hereinafter referred to as "CNPC"), which comprise the consolidated and the parent
company's balance sheet as at 31 December 2022, the consolidated and the parent company's
statement of comprehensive income, cash flows statements, statements of changes in equity for
the year then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present in all material respects in
accordance with provisions on the basis for the preparation of financial statements and fairly
reflect China Petroleum's financial position at 31 December 2022 and the financial performance

and cash flows for the year then ended.
I1. Basis for Opinion

We conducted our audit in accordance with CICPA Standards on Auditing ("CSAs"). In
'Certified Public Accountant's Responsibilities for the Audit of Financial Statements' of this report,
our responsibilities under these standards are described. Those standards require that we comply
with CICPA professional ethical requirements, that we are independent from CNPC and have
fulfilled all other ethical obligations. We believe that we have obtained sufficient and appropriate

audit evidence as basis of for our opinion.
. Other information

Management of CNPC (Hereinafter referred to as "Management") is responsible for other
mnformation which includes the information covered in CNPC 's 2022 annual report, but does not
include the financial statements and our audit report.

Our audit opinion on the financial statements do not cover any other information, and we do not
publish any form of forensic conclusions on other information.

In conjunction with our audit of the financial statements, our responsibility is to read other
information while considering whether other information is materially inconsistent with the financial
statements or what we learned during the audit or that there is a material misstatement.

Based on the work we have performed, we should report the fact if we determine that there is a

material misstatement of other information. In this respect, we have no need to report any item.
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AUDITOR’S REPORT (continued)
Baker Tilly China [2022] No. 39921

IV. Responsibilities of Management and Those Charged with Governance for the Financial

Statements

Management is responsible for the preparation and present these financial statements fairly in
accordance with the requirements of Accounting Standards for Enterprises, and for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is also responsible for assessing CNPC's
ability to continue as a going concern, disclosing matters related to going concern (if applicable), and
using going concern assumption, unless the management either intends to liquidate the Company or
to cease operations or has no realistic option to comply. Those charged with governance are

responsible for overseeing the CNPC's financial reporting process.
V. Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a
whole are free from material misstatements, whether due to fraud or error, and to issue an independent
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with CSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, mdividually or in the aggregate, they could reasonably be expected to influence the econormic
decistons the users taken on the basis of these Financial Statements.

As part of an audit in accordance with CSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatements of the Financial Statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis of our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of such internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures by management.

-F-92 -



AUDITOR’S REPORT (continued)
Baker Tilly China [2022] N0.39921

4. Conclude on the appropriateness of management's use of the going concern basis of accounting.
Based on the audit evidence obtained. conclude on whether a material uncertainty exists related to
events or conditions that may cast significant doubt on CNPC's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the Financial Statements or. if such disclosures are inadequate. to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However. future events or conditions may cause CNPC to cease to continue as a going
concern.

5. Evaluate the overall presentation, structure and content of the Financial Statements, and
evaluate whether Financial Statements fairly reflected the underlying transactions and events.

6. Obtain sufficient appropriate audit evidence regarding CNPC's financial information of the
entities or business activities within the Group to express an opinion on the Financial Statements. We
are responsible for the direction. supervision and performance the Group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance on audit scope, time schedule and

significant audit findings. including internal control flaws that worth attention.
VI. Use Restriction

This audit report is only for the issuance of bonds by CNPC and may not be used for other

purposes.
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Prepared by. China Nationa! Petroieum Corparation

Consolidated Balance Sheet

For the year ended 31 December 2022

Amount unit Ten thousand yuan
ttems. Opening ba'ance | Note Vill ftems. Closing balance Opening balance Note Vili
Current assets —_— Current Liabilities —
Cash and bank 2713814 [t} Short-tenm loans T283% XXVl
—Settiement reserve —Loans from Central Bank 617635 7e8748
L Piacements with banks and other financia! nsttutons 23108205 an —Deposit funds 5718875 XXX}
Helg for trading financial assets 5 iy Helg for trading financial fabilties
srFimancal assets at fai vaiue through profit and loss [ *Financial iabiities at fair value through proft and loss
Financial derivative assets eade Financia! Derivative hiabikies 62 483745 4025
Hotes recevable 45218 vy Notes payable & XXXy
Accounts receivable 1] 8414657 oy Accounts payable 822851 DX
Recenvables financing 33043 [\ Deposit received & w2 QXX
Prepayments i Contract tiabities & 1©845.050 10:555.360 O
~Premium receivable 10122 L Sale of repurchase financial assets 2am73e 3275822
ZRemnsurance recervables ~.Absomtion of deposts and interbank deposits. 2372084 20280 XXXV}
&Provision for reinsurance contracts recetvable 177400 —Acting trading securities 1 1
Funds receivable for centralized management &Undenwriting of securies
Other receivables ity Empioyee benefits payabie 6387837 4620328 XXV
ZBuying back the sale of financial assets [CS] Taxes payable §7:3527 861233 XXXV
Inventories 18800 488 X3 Other payables 7838058 7873088 XXXVt
Contract assets 7425886 xn ZHanding fees and commissions payable 2558 2758
Assets held for sale Payable for reinsurance a-d 56240
Non-current assets due within one year o] o Handing fees and commwssions payable
Other current assets 1185778 oA Non-current liabiiies cue vathin one year 3238478 2487438 0OV
Total current assets. Other current liabiities 203 5487 537 OXXIX),
Non-current assets: —_ Total Current Liabilities 143316835 126913838
~Loans and advances to customers 10345452 (XIV} |Non<urrent liabilities: —_—
Debt investments. TOET 825 xvy ~Insurance contract reserve
Availabe-for-sale financial assets Long-term ioans 4887670 147335 XLy
Other dedt nvestments 2118118 Xviy Bonds payable 14627792 242740 XLy
«rHeid-tomatunty imvestments. Inciuding Prefenred stock
Long-term receivables 4757633 xvim Perpetual bond
Long-term equity investments 31764552 | (XVilly Lease tiabities 28324
Other equity instrument investments 8137 Long-term payables. 13208 1261 16!
Other non-current financial assets XXy Long-term employee benefits payable 152617 145 154
investment propertes 233783 Accrued fabidies 18 053004 15002181 XLy
Foxed asset ssamsn| 000 Deferved income 1653030
Construction in progress 2598103 XN Deferred tax fabities 3688735 142850 v
Productive bologeal assets Cther non-current Eabiites. 159428 i
Oi and gas assets XXy Inciuding authorized reserve fund
Right-of-use assets XX Total Non-current Liabilities 45203123
intangdle assets 0wsMEl XXV Total Liabilities 188611758
Deveiopment expenditure 114558 Shareholdings® Equity: —
Gooawid by DOy Paid-n capal {or Share capital) XUV
Long-term deferred expenses State-onned captal €€
Deferred tax assels 21ER43 | DOXVIE Ceptal reserve s XLy
Other non-cufrent assets JC2EW | XXV Less Treasury stock
Of which special reserve materials [Rcioadl B o] Other comprehensive ncome ~1014628
Total non-current assets Including: Exchange o
Special reserve 1574084
Surpius reserve X
~General nsk reserve 1235803 1258514
Retaned eamings
Total owners’ equity {or shareholders’ equity) attributable to the parent
“Non-controting interests WO LS
Total Owner’s Equity 2347129
Total Assets 85 18234508 Total Liabilities and Owner’s Equity 418243
Lega! Representative: Chiet Accountant
Mote. ftermms with * 1 v tabio 6o roserved for Gonschdatod financial latements. Witk . reguler 3tyk SUDTEEts for fnarncusl orterEnses Spece. Win = subjets for For -
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Consolidated Statement of Comprehensive Income

Prepared by: China National Petroleum Corporation Year 2022 Amount unit:Ten thousand yuan
lkems Lines Amount for the current peried |  Amount for the prier period Note Vili
1.Gross revenues 1 340.000.813 280.727.507
Inctuding: Revenue 2 337264645 278,138,348 (XLVID
Alnterest income 3 2466803 2214006
APremium earned 4 117833 152017
AFees and commissions income 5 148525 181,535
Il.Total operating cost & 306.550.823 262972810
Inciuding: Cost of sales 7 253,202,658 214220438 XLV}
Linterest expenses 8 994,567 838,834
AFees and commissions expenses 9 193933 156.651
.Surrenders 1
Net policyholders’ claims 11 85874 57728
ANet change in reserves of insurance contract 12 3040 161,185
L Policyholder dividends 12
LPremiums ceded to reinsurers i) 16.658 15854
Taxes and surcharges i5 29,440,081 23586.33%
Selling expenses 18 7481695 7.940.447 XLy
General and administrative expenses 17 8.358.035 8440640 {XLIX)
and 18 3082438 2528179
Fmancial expenses 18 45840 2244215 {ty
Including: interest expenses il 2084548 2120178 83
Interest income 21 1.125.802 711,554 {L}
Exchange gain 22 -1,105.820 737513 {*y
Others 2 2724766 2458230
Pius: Other Income 2 1015054 1.558,558 {Lh
investment income (losses are listed with™"} 25 443,850 4622307 [{R}))
Including: investment income from associates and joint ventures 2% 2474927 1,911,695 LIy
Financial asset income at lized cost 7 “ 4223
Z-Exchange gains {losses are listed with™-") 28 8.605 4695
Hedging gains on net exposure (iosses are listed with*} 28
Gain from changes in fair value {losses are listed with”-"} 30 798,770 839771
Credit impairment losses {losses are listed with *-"} 3 845,810 577376 Ly
Assetimpairment losses {losses are listed with ™"} 32 4477193 3,656,128 [(R\Y%]
Gains from asset disposal {losses are listed with™-"} 33 149.469 150,147 {tvi
Ii.Operating profits("-"for loss} 34 20,848 616 20496670
Add: non-operating income 335 584,931 797685 {Lviy
including: Government subsidy 36 157.845 402828 {Lviy
l.ess: non-operating expenses 37 3.756,981 4,646,681 {LVIEy
V.Profit before income tax("-" for loss) 3 26,686,588 16,647,674
Less: Income tax expense 39 8.651.0%8 6821342 (LVilly
V.Net profit{"-"for net loss}) 40 18035548 10026332
(1) Categorized by ownership: 41 —_ —_
Net profit attributable to owners of the parent 42 14.179.836 6,216,528
“Net profit attributable to non-controlting interests 4 3855712 3800.806
{#) Categorized by operation continuity 44 —_ —_
Net profit from continuing operations 45 18035548 10026332
Net profit from discontinued operations 46
V1.Other comprehensive income.net of tax 47 4781.319 +1332.168
Ottier comprehensive income attributable to owners of the parent, net of tax 45 4,246,974 <1.071.349 LI
{1} Other comprehensive income not to be reclassified to profit or loss in subsequent periods 48 422710 15045
1.Changes in remeasured defined benefit obligations 50 4087 175
2 Equity-accounted investees share of other comprehensive incorne 51
3. Changes in fair value of other equity instrument investments 52 425875 14870
4. Changes in {air value of enterprise’s credit risk 53
5. Others 54 &
{#) Other ive income to be to profit or foss in subseguent periods 55 4869244 1,026,334
1.Equity-accounted investees share of other comprehensive income 55 23306 32825
2.Changes in fatr value of other debt investments 57 -56.442 B70®
<7 3.Changes in fair vaiue of available-for-sale financiat investments 53
4 Reciassification of Financial Assets into other comprehensive income 55
-+§.Reclassification of Holding to maturity i to available-f te financial i 8
8. Net changes in expected credit iosses of other debt invesimenis 61 45 -56%
7. Cash flow hedge (Effective part of cash-flow hedge profit and losses} 8z 940695
B.Exchange differences arising from foreign currency translation 83 3.807.352 -103534
9. Others 84
* Other comprehensive income after tax to minority share-hold: 63 839845 -328818
Vil.Total comprehensive income [=] 22616887 B6%3,164
Attributable to equity shareholders of the bank 67 18428310 5205477
Attributable to non-controliing interests 8 439G 557 3488987
Vill.garnings per share 59 —_ ——
Basic earnings per share il
Diluted earnings per share i

Note: ltems with * in the table are reserved for consolidated financial statements: With & regular style subjects for financial enterprises special; For enterprises that have not implemented the new financial

instrument standards.
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Consolidated Cash FIows' Statement

Prepared by: China National Petroleum Corporation Year 2022 Amount unit:Ten thousand yuan
items Lines Amount for the current period] Amount for the prior period Note Vill
{.Cash flows from operating activities 1 e —_
Cash received from sale of goads and rendering of services 2 342101113 272122815
_:Net increase in deposits from customers and due from banks and other financiat institutions 3 3.465.774 105,965
Z:Net increase in borrowings from central bank 4 -167.479 522,767
ANetincrease in loans from other financial institutions 5 620,813 -634.648
~:Cash received from receiving insurance premiums of original insurance contracts & 76,101 86.158
<:Net cash received from reinsurance business 7 15,189 80723
&Netincrease in deposits and investments from policyholders 8
L.Netincrease in disposal of financial assets at fair value through profit and loss g 291.255 991,315
Z.Cash received from interest, fees and commission 10 2.304.683 2,211,569
&Netincrease in placements from banks and other financial institutions 11
.=Net increase in repurchase business funds 12 740311 560.418
<.Net Cash Received from Agent Trading of Securities 13
Refunds of taxes and surcharges 14 955,262 383,553
Cash received from other operating activities 15 33,806 869 14 852470
Sub-total of cash Inflows from operating activities 16 382.730.26% 291,283.103
Cash paid for goods purchased and services received 17 234511.88% 177,199,300
<:Net increase in loans and advances 10 customers 18 -2.266.213 2486928
A Netincrease in deposits with centrat bank and with banks and other financial institutions 19 2537328 166.428
~Cash paid for original insurance cantract claims 20 56.076 59.861
ANetincrease in disbursed funds 21
<sCash paid for interests, handling charges and commissions 2 994,654 755,270
2Cash paid for policy dividends 23
Cash paid to and on behalf of employees 24 27172074 26.032.471
Cash paid for taxes and surcharges % 49,170,828 35.354.701
Cash paid for other operating activities 26 17.106.660 8991870
Sub-total of cash outflows from operating activities 27 329.293.297 251,046,829
Net cash flows operating activities 28 53436,972 40.236,276 {LXl
I.Cash flows from investing activities 29
Cash received from withdrawal of investments 30 17413811 18,188.275
Cash received from returns on investments 3 3,268.165 2555836
Net cash received from disposal of fixed assets, intangible assets and other long-term assets 32 122,840 56,782
Net cash received from disposal of subsidiaries and other business units 33 498,604 3.215.756
Cash received from other investing activities 34 1,381.780 601,108
Sub-total of cash inflows from investment activities 35 22686230 24628758
Cash paid to acquire and construct fixed assets. intangible assets and other long-term assets 36 31,296,872 30076.436
Cash paid for investments 37 19.837 835 14.730,275
_.Netincrease in pledge loans 38
Net cash paid to acquire subsidiaries and other business units 39 46.000 272193
Cash paid for other investing activities 40 1414 822 28733
Sub-total of cash outflows from investing activities 41 52.595.52¢ 45108637
Net cash flows from investing activities 42 29,909 299 -20 479 879
1l Cash flows from financing activities 43
Cash from absorption of investments 44 61,966 67.300
*Including: cash received by subsidiaries from investments by mincrity sharehoiders 45 61.966 67.300
Cash received from borrowings 46 100 536,673 757713030
Cash received from other financing activities 47 148 680 696
Subtotal of cash inflow from financing activities 48 100,747 319 75,841.028
Cash paid for debt repayments 48 108.817.676 77446618
Cash paid for distribution of dividends and profit or payment of interest 50 5542808 4820041
*Inciuding: Dividends and profits paid to minority shareholders by subsidiaries 51 1512982 2,874,602
Cash paid for other financing activities 52 250861 7.665.013
Sub-totat of cash from i iviti 53 117.965 408 83931672
Net cash flows operating activities 54 17218477 ~14.080.646
iV. Effect of fluctuation in exchange rate on cash and cash equivalents 5 1863130 -535.443
V.Net increase in cash and cash equivalents 56 8172626 5131308 {LXB
Add: beginning batance of cash and cash equivalents 57 32122118 26.930.810 [{(4)]
VI.Ending balance of cash and cash equivalents 58 40294 744 32122118 {LXH

Note: Subjects with 4 itafics are reserved for financia! enterprises.
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Prepared by: China National Petroleum Corporation

Parent Company's Balance Sheet
For the year ended 31 December 2022

Amount unit:Ten thousand yuan

ftems |Lineq Ciosing balance|Opening balan Note Viii Items Lineq Closing balance|Opening balance] Note Vit
Current assets 1 — — Current Liabilities : 5 — —
Cash and bank 2 29676542 3208832 Short-term loans 57 587552 AV OB
—-Settlement reserve 3 _Loans from Central Bank 88
—_Piacements with banks and other financial institutions | 4 —Deposit funds 129
Held for trading financial assets 5 5187970 5048056 Held for trading financial liabilties B
“=Financial assets at fair value through profit and loss 3 #Financial fiabities at fair va'ue through profit and loss 8t
Financial derivative assets 7 2418 13815 Financial Derivative iabiities 52
Notes receivable g I 103 Notes payable 83 1900
Accounts receivable 9 156898 18711 Accounts payable 54 13850 7888
Receivables financing 10 11658 35569 Deposit received 65 3
Prepayments 1" 8676.160 11845250 Contract liabilties % 18774 5872
_Premium receivable 12 __Sale of repurchase financial assets 87
< Reinsurance receivables 3 Z Absorption of deposits and interbank deposits 88
AProvision for reinsurance contracts receivable 14 L Acting trading securities 83
Funds receivable for centrazed management 15 £Underwriting of securities n
Other receivables % 24959% 2488817 Employee benefits payable 7 4705956 2955672
~.Buying back the sale of financia! assets i Taxes payable 72 7817 2082
Inventories 18 3479 5574 Other payables 73 11573231 13242332
Contract assets 19 ~Handling fees and commissions payable 7%
Assels heid for sale 2 £.Payable for reinsurance 75
Non-current assets due within one year 2t 1434879 Handing fees and commissions payable 76
Other current assets 2 8132t 425688 Non-current liabiiities due within one year n 5543450 85544%
Total current assets 2 46320003 53283595 Other current fiabiities 8 3400225
Non-current assets: % —_— — Total Current Liabilities ke 25849889 25175302
ZLoans and advances to customers % Non-current liabilities : 8 — —_—
Debt investments % 1840575 1859872 LlInsurance contract reserve 81
+rAvaiable-for-sale financia! assets za Long-term loans &2 756030 54000
Other debt investments & §1440 51982 Bonds payable & 8028095 12893445
+Held-to-maturity investments 2 Including: Preferred stock i)
Long-term receivables K Perpetual bond
Long-term equity investments 3 97618515 5983717 Lease liabiities 8 87434 N7
Other equity instrument investments 2 157859 157653 Long-term payables 8 821 3607
Other non-current financial assets n Long-term employee benefits payable &8
Investment properties 3 Accrued Fabiities & 3538 197021
Fixed asset £ R4 368476 Deferred income 1] 43 453
Construction in progress 3% S 49145 Deferred tax kabites ] 193,055 3870
Productive biological assets ki Other non-curent kabilties. 2
0i and gas assets 38 Including: authorized reserve fund @3
Right-of-use assets 38 8724 @87 Total Non-current Liabilities A SAB T8 14153654
intangble assets 40 TR%e 18242 Total Liabllities <] 35955557 331386
Development expenditure 41 Shareholdings' Equity: % —_ —_—
Goodwil 42 Paid-in capital {or Share capital) @ 42684182 43554158
Long-term deferred expenses 4 @ 72 State-owned capital % 6392220 10313228
Deferred tax assets 45 0 Capttal reserve w“ 17198555 15522757
Other non-current assets. &5 2432887 190801 Less: Treasury stock 103
Of which: special reserve materials 45 2432057 1900931 Other comprehensive income 108 1114 1512
Total non-current assets a7 102832172 101531991 Inchuding: Exchange differences anising from foreign currency translation | 102 2 1
48 Special reserve 103 48 257 4537
@ Surplus reserve 104 39850 792 38502035
£y General risk reserve 105
51 Retained eamings 1% 141890 22348
52 Total owners' equity (or shareholders® equity) attributable to the parent 107 114055518 15475720
a3 *Minority interests 108
54 Total Owner's Equity 1w 114(55518 NBATE720
Total Assets 55 143012175 154815685 Total Liabilities and Owner's Equity 13 143012175 154815585
Noto: Noms with © m the 1ablo are reserved for consoidated fnancial Simements; Wih — reguiar st subjects Spocial Wik # moby < That have not The e frvancial mtroment

standards.
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Parent Company'’s Statement of Comprehensive Income

Prepared by: Chira National Petroleum Corporation Year 2022 Amount unit.Ten thousand yuan
Items Lines | Amount for the current period | Amount for the prior period Note Vill
LGross revenues 1 1,088,256 574813
Including: Revenue 2 1088.255 974813
Llnlerestincome 3
APremium eamed 4
AFees and commissions income 5
Il.Total operating cost 5 2288530 3127899
Including: Cost of sales 7 861,652 750.779
Luinterest expenses 8
AFees and commissions expenses 9
. Surrenders 10
.2 Net policyholders® claims 11
& Net change in reserves of insurance contract 12
£ Policyholder dividends 13
_Premiums ceded to reinsurers 14
Taxes and surcharges. 15 5203 2652
Selling expenses 16 4838 1202
General and administrative expenses 17 2507575 1.545.856
and 18 282722 163,190
Financial expenses 19 -1.372.852 580,220
including: Interest expenses 20 771.168 1,037,368
interest income 2 943,175 838478
Exchange gain 2 1,202435 390315
Others 23
Plus: Other Income 24 49 22
Investment income (iosses are listed with™") 25 5545043 4,145,363
Including: investment income from associates and joint ventures 2% 27633 -18.410
Financial asset ition income at ized cost 27
sExchange gains (losses are listed witiv-"} 28
Hedging gains on net exposure {losses are listed with™"} 29
Gain from changes in fair value {losses are listed vith™"} 30 -479.784 498,326
Credit impairment losses (Josses are listed with ™) A
Assetimpairment losses {losses are listed with ") 32 ~177.878
Gains from asset disposal (losses are listed with™"} 33 24 -364
.Operating profits("~"for loss} 34 3687470 2490291
Add. non-operating income 33 31744 295713
Including: Government subsidy 38 52 272851
Less: non-operating expenses 37 236,665 1720810
IV.Profit before income tax("-" for loss}) 38 3482299 1,085.254
Less: Income tax expense 38 -145,321 124636
V.Net profit{"-"for net loss) 40 3627570 240618
{l} Categorized by ownership: 4 _—
Net profit attributable to avmers of the parent 42 3627570 840618
"Net profit aftributable to non-controlling interests 43
iy Categorized by operation continuity a4 —
Net profit from continuing operations 43 3627570 940618
Net profit from discontinued operations 46
VI.Other comprehensive income,net of tax 47 400 587
Other comprehensive income attributable to owners of the parent. net of tax 48 =08 587
{I} Other comprehensive income not to be reclassified to profit or foss in subsequent periods 48
1.Changes in remeasured defined benefit obligations 56
2.Equity-accounted investees share of other comprehensive income 51
3. Changes in fair value of other equity instrument investments 52
4. Changes in fair value of enterprise’s credi risk 53
5. Others 54
{1 Other ive income to be to profit of loss in subsequent perods 55 S0 587
1.Equity-accounted investees share of other comprehensive income 58
2.Changes in fair value of other debt investments 7 41t 836
3.Changes in fair value of available-f le financial i 58
4 Reclassification of Financial Assels into other comprehensive income 5¢
7:5.Reclassification of Holding to maturity i 1o available-fi ie financial i 86
6. Net changes in expected credit losses of other debt investments 81
7. Cash flow hedge {Effective part of cash-flow hedge proft and josses} 82
8 Exchange differences arising from foreign currency transtation 63 11 8¢
9. Others 64
* Other comprehensive income after tax to minority share-holdi 83
Vit.Total comprehensive income &5 3827.17¢ 041,205
Attributable to equity shareholders of the bank 87 3827470 941203
Attributable to non-controliing interests 88
Vill.Earnings per share 3] —
Basic earnings per share 7

Diluted earnings per share

Note: ftems with * in the table are reserved for consclidaiea financial statements: With £ regular style subjects for financiat enterprises special; For enterprises that have not implemented the new financial instrument standards
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Parent Company's Cash Flows Statement

Prepared by. China National Petroleum Corporation Year 2022 Amount unit:Ten thousand yuan
ltems tines Amount for the current period| Amount for the prior period Note Vil
L.Cash flows from operating activities 1 _— —
Cash received from sale of goods and rendering of services 2 770,105 971808
Net increase in deposits from custamers and due from banks and other financial institutions
~.Net increase in borrowings from centrat bank 4
zNet increase in loans from other financial institutions 5
-Cash received from receiving insurance premiums of original insurance confracts §
-Net cash received from reinsurance business 7
£Net increase in deposits and investments from policyholders 8
—Net increase in disposal of financial assets at fair vaiue through profit and loss S
~.Cash received from interest, fees and commission 10
£Net increase in placements from banks and other financial institutions 1
Net increase in repurchase business funds 12
~:Net Cash Received from Agent Trading of Securities 13
Refunds of taxes and surcharges 14 471,372 48,501
Cash received from other operating aclivities 15 5,540.237 8715481
Sub-total of cash inflows from operating activities 16 6781714 6.735.788
Cash patd for goods purchased and services received 17 1553716 354,340
~Net increase in foans and advances to customers 18
4Net increase in deposits with central bank and with banks and other financial institutions 19
—.Cash paid for original insurance contract claims 20
ANet increase in disbursed funds 2t
:Cash paid for interests, handiing charges and commissions 22
«.Cash paid for policy dividends 23
Cash paid te and on behalf of employees 24 65,120 55,208
Cash paid for taxes and surcharges 25 26,053 46,034
Cash paid for other operating activities 25 3557519 2854272
Sub-total of cash outflows from operating activities 27 5202408 3,106,854
Net cash flows operating activities 28 1,579,306 3.628.934
#1.Cash flows from investing activities 29 — J—
Cash received from withdrawal of investments 30 2,008.779 3.599,407
Cash received from returns on investments 3 5611193 4,478.047
Net cash received from disposal of fixed assets, intangibie assets and other long-term assets 32 80 52
Net cash received from disposat of subsidiaries and other business units 33
Cash received from other investing activities 34 26,020
Sub-total of cash inflows from investment activities 35 7620032 8.103.526
Cash paid to acquire and construct fixed assets, intangible assets and other long-term assets 35 §2.240 33438
Cash paid for investments 37 1193187 2057892
~.Net increase in pledge loans 38
Net cash paid to acquire subsidiaries and other business units 39 21391
Cash paid for other investing activities 40 147 24.660
Sub-total of cash outfl from i ing 4t 1270137 2137.181
Net cash flows from investing activities 42 6.348.885 5,956.245
Hl. Cash flows from financing activities 43 — —_
Cash from absorption of investments 44
*Including: cash received by subsidiaries trom invesiments by minority shareholders 45
Cash received from borrowings 48 7447363 326025
Cash received from other financing aciivities 47 38
Subtotal of cash inflow from financing activities 48 7447432 324025
Cash paid for debt repayments 49 11634268 1316058
Cash paid for distribution of dividends and profit or payment of interest 50 2275679 1,4606.035
*Including: Dividends and profits paid to minority shareholders by subsidiaries 51
Cash paid for other financing activities 52 4.156,130 3031912
Sub-total of cash outflows from financing activities 53 18.085.077 5.818.007
Net cash flows operating activities 54 105186845 -5,403.082
{V. Effect of fluctuation in exchange rate on cash and cash equivalents 55 256,482 72808
V.Net increase in cash and cash equivalents 55 -2432.952 4.028 488
Add: beginning batance of cash and cash equivalents 57 32,008,383 28087 893
VI.Ending balance of cash and cash equivalents 58 20683421 320263683
Note: Subjects with 2 itafics are reserved for financial enterprises.
11
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China National Petroleum Corporation
NOTES TO THE FINANCIAL STATEMENTS
FOR 31 DECEMBER 2022

(Amounts are denominated in RMB unless otherwise stated)

1. BASIC INFORMATION ABOUT THE COMPANY

(I) History, place of registration, organizational form and address of headquarters

China National Petroleum Corporation ("the Company™) was approved by the State Council on July
21,1998, and was established on the basis of the former China National Petroleum Corporation and by the
state-funded super large oil and petrochemical enterprise group. On July 24, 1998, the Company was
registered with the State Administration for Industry and Commerce. In December, 2017, it was
restructured from the national ownership to the corporation system. On December 15, 2017, it renewed the
business license of the enterprise legal person and the information is as follows, wnified social credit
c0de:91110000100010433L, place of registration: Beijing. address of the company's headquarters: No. 9,
Dongzhimen North Street, Dongcheng District, Beijing. Legal representative: Dai Houliang. The company

and its subsidiaries are collectively referred to as "the Group".

In February 1999, the Group implemented internal restructuring and established China National
Petroleurn Corporation Limited as an exclusive initiative, which was listed respectively on the United
States and Hong Kong on April 6 and 7, 2000 and the Shanghai Stock Exchange on November5, 2007. On
September §, 2022, the American Depositary shares of China National Petroleum Company Limited were

delisted from the New York Stock Exchange.

In May 2016, the Group implemented a material assets reorganization of Jinan Diesel Engine Co.,
Ltd. (stock code: 000617), and was approved by the Review Board for Mergers, Acquisitions and
Restructurings of Listed companies of the China Securities Regulatory Commission (hereinafter the
"CSRC") on December23, 2016; On February 10, 2017, it was officially renamed on the Shenzhen Stock
Exchange: China Petroleum Group Capital Co., Ltd.

In June 2016, the Group implemented a major asset reorganization of Xinjiang Dushanzi Tianli
High-tech Co., Ltd. (stock code: 600339), which was approved by the Review Board for Mergers,
Acquisitions and Restructurings of Listed companies of the CSRC on December 23, 2016; On February 17,
2017, it was officially renamed on the Shanghai Stock Exchange: China Petrolenm Engineering Co., LTD.

(II) Nature of business and main business of the enterprise

The Group is engaged in organizing the exploration, development, production and construction,
processing and comprehensive utilization of onshore oil, natural gas and oil and gas symbiosis or
encountering mineral deposits and the manufacture of special petroleum machinery; organizing the storage
and transportation of the above products and by-products; selling the products of our company's system

according to the national regulations; organizing the supply and sale of oil and gas production and
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construction materials and equipment; petroleum research, development, production and construction of
new products, new processes, new technologies, new equipment development research and technology
promotion; domestic and foreign petroleum and natural gas cooperation in exploration and development,
economic and technological cooperation, and foreign contracted petroleum construction projects, foreign
technology and equipment imports, export of self-produced equipment and technology of this system, and
foreign negotiation and signing of foreign investment projects. Major business segments include: oil and
gas exploration and developrment, new energy, refining, chemical and new materials, oil product sales,
natural gas sales, overseas oil and gas, international trade, oilfield technical services, engineering
construction, finance, equipment manufacturing and other related business.

(1II) Approval of financial statements

The financial statements were approved by the board of directors on April 27, 2023,
I1. BASIS FOR THE PREPARATION OF FINANCIAL STATEMENTS

The Company is based on going concern and actual transactions and events.

The Company prepared financial statements in accordance with the basic and specific standards of
the Accounting Standards for Enterprises, the Application Guidance for Accounting Standard for
Enterprises, interpretations of the Accounting Standards for Enterprises and other relevant regulations

issued by the Ministry of Finance (hereinafter collectively referred to as "CAS").

IHI. STATEMENT OF COMPLIANCE WITH CORPORATE ACCOUNTING
STANDARDS

The financial statements prepared by the company meet the requirements for the preparation of the
basis of the financial statements, and truly and completely reflect the Group's financial position at
December31, 2022, as well as relevant information such as the financial performance and cash flows for

the year then ended.

IV. DESCRIPTION OF IMPORTANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES

(I) Accounting period

The accounting period of the Company is from 1 January to 31 December of each calendar year.

(1) Reporting currency

The reporting currency of the Company and the majority of subsidiaries is RMB(*CNY"”). The
Group's consolidated financial statements are presented in RMB(*CNY™).

(III) Accounting basis and valuation principles

The Company is based on accrual basis of accounting. Usnless otherwise specified, the pricing
principle is based on historical cost.

(IV) Business combinations
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Business combination refers to a transaction or event in which two or more separate businesses are
combined to form a reporting entity. The date of purchase refers to the date when the merging party or the
buyer actually obtains the net assets or control of production and operation decisions of the merging party

or the buyer.

The merger cost is the fair value of the assets paid, liabilities incurred or assumed and the equity
securities issued by the purchaser to obtain control of the purchaser on the purchase date. If the cost of the
merger is greater than the difference in the fair value share of the identifiable net assets of the acquired
party acquired during the merger, it is recognized as goodwill; If the cost of the merger is less than the fair
value shares of the net identifiable assets of the purchased party obtained during the merger, after recheck
and confirmation, it shall be included into the profits and losses of the current period.

(V) Preparation of consolidated financial statements

The scope of consolidation of the company's consolidated financial statements is determined on the

basis of control, and all subsidiaries are included into the consolidated financial statements.

The consolidated financial statements are based on the financial statements of the company and its
subsidiaries, other relevant information, and adjusted by the equity method for long-term equity
investments in subsidiaries, and then prepared by the company. During the preparation of the consolidated
financial statements, the Group's accounting policies and accounting periods remain the same (see Note IV,
(I)), and major transactions and current balances between companies are offset. Subsidiary owner's equity,
current net profit and loss and current comprehensive income share of minority shareholders are listed
separately under the owner's equity item in the consolidated balance sheet, the net profit item and the total

comprehensive income item in the consolidated profit statement.

During the reporting period, due to the increased merger of a subsidiary or business, the income,
expenses, and profit of the subsidiary or business are included in the consolidated profit statement, and its
cash flow is included in the consolidated cash flow statement from merger or purchase date to the end of

the reporting period.

During the reporting period, due to the disposal of a subsidiary or business, the income, expenses,
and profit of the subsidiary or business are included in the consolidated profit statement, and jts cash flow

is included in the consolidated cash flow statement from the beginning of the period to the disposal date.

The difference between the newly acquired long-term equity investment due to the purchase of
minority equity and the share of net assets that should be continuously calculated by the subsidiary from
the purchase date (or merger date) based on the increased shareholding ratio, adjust the capital reserve, if

capital reserve is not enough to offset, adjust the retained earnings.

Without losing control, the difference between the disposal price obtained by partial disposal of
long-term equity investment in the subsidiary and the subsidiary's net asset shares continuously calculated
from the date of purchase or merger during the disposal of long-term equity investment, adjust the capital
reserve in the consolidated balance sheet, if capital reserve is not enough to offset, adjust the retained

earnings.
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(VI) Cash and cash equivalents

Cash refers to all cash on hand and deposit held at call with banks and cash equivalents refer to
short-term (within three months from the date due) highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.

(VII) Foreign currency transactions and translation of financial statements denominated in

foreign currency

1.Foreign currency transactions

Foreign currency transactions are translated into RMB for bookkeeping at the spot exchange rate on
the transaction date. Foreign currency monetary items on the balance sheet date are translated at the spot
exchange rate on the balance sheet date. The resulting exchange gains and losses, which are incurred
during the production and operation period, are included in financial expenses; and are capitalized in
accordance with the purchase and construction of fixed assets, oil and gas assets and other conditions
related to assets are dealt with in accordance with the relevant provisions of borrowing costs; those that

occur during the liquidation period are included in liquidation gains and losses.

Non-monetary items denominated in foreign currencies that are measured at historical cost are still
translated at the spot exchange rate on the transaction date, without changing the amount of RMB. Foreign
currency non-monetary items measured at fair value are converted into RMB at the spot exchange rate on
the date when the fair value is determined, and the resulting conversion difference is included in the

current profit and loss as a change in fair value.
2. Conversion of foreign currency financial statements

In translating the financial statements of a foreign operation, an enterprise shall comply with the
following requirements: assets and liabilities on the balance date shall be translated at the spot exchange
rate prevailing at the balance sheet date. All equity items, except for undistributed profit, shall be
translated at the spot exchange rates on which such items arose. The income and expenses in the income
statement shall be translated by the average number of the central parity of the RMB exchange rate
published by the People's Bank of China within the range covered by the income statement. The
differences of the balance sheet resulting from the abové-mentioned translation shall be separately
presented under the item of owners’  equity under "Currency translation reserve”. Foreign currency
monetary items that substantially constitute a net investment in overseas operations, the exchange
differences arising from exchange balance are also separately presented under the owners' equity items as
"translation differences of foreign currency statements "when preparing consolidated financial statements.
When an enterprise disposes of a foreign operation, it shall transfer the proportionate share of the related
accumulated transaction differences attributable to the portion disposed of or the entire transaction
differences relating to translation of the financial statements of that foreign operation presented under

owners’ equity in the balance sheet to profit or loss in the period in which the disposal occurs.

The opening balance of cash and cash equivalents in the foreign currency cash flows is converted at

the opening exchange rate at the beginning of the statement; the closing balance is converted at the spot

17

- F-107 -



exchange rate on the balance sheet date. Other items are usually converted according to the arithmetic
average number of the central parity of the RMB exchange rate published by the People's Bank of China
within the range covered by cash flow statement. The translation difference of the cash flow statement
arising from the above conversion is disclosed separately in the "Impact of exchange rate changes on

cash”.

(VHI) Financial instruments

Financial instruments include monetary funds, equity investments other than long-term equity

investments, accounts receivable, accounts payable, loans, bonds payable and equity capital, etc.
1. Recognition and initial measurement of financial assets and financial liabilities

Financial assets and financial liabilities are recognized in the balance sheet when the Group becomes

a party to a financial instrument contract.

Except for accounts receivable that do not have a significant financing component, at initial
recognition, financial assets and financial liabilities are measured at fair value. For financial assets or
financial liabilities that are measured at fair value through profit or loss, the related transaction costs are
directly included into the current profit and loss; for other types of financial assets or financial liabilities,
the related transaction costs are included into the initial recognition amount For accounts receivable that
do not have a significant financing component, the Group conducts initial measurement of the transaction

pricing in accordance with the accounting policy of “Note IV.(XXX) Revenue”.
2. Classification and subsequent measurement of financial assets
(1) Classification of financial assets

According to the business model for managing financial assets and the contractual cash flow
characteristics of financial assets, financial assets are classified into different categories at initial
recognition: financial assets measured at amortized cost, financial assets measured at fair value and whose
changes included into other comprehensive income and financial assets measured at fair value through

profit or loss.

Unless the business model for managing financial assets is changed, in this case, all affected related
financial assets are reclassified on the first day of the first reporting period after the business model is

changed, otherwise the financial assets cannot be reclassified after initial recognition classification.

Financial assets that meet the following conditions and are not designated as fair value through profit

or loss are classified as financial assets measured at amortized cost:
(DThe business model for managing the financial asset is to collect contractual cash flow;

{@The contract terms of the financial asset stipulate that the cash flow generated on a specific date is

only the payment of principal and interest based on the outstanding principal amount.

Financial assets that meet the following conditions and are not designated as fair value through profit

or loss are classified as financial assets measured at fair value and whose changes are included into other
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comprehensive income:

(DThe business model for managing the financial asset is both to collect contract cash flow and to

sell the financial asset;

(@The contract terms of the financial asset stipulate that the cash flow generated on a specific date is

only the payment of principal and interest based on the outstanding principal amount.

For non-trading equity instrument investments, they can be irrevocably designated as financial assets
measured at fair value and whose changes are included into other comprehensive income at initial
recognition. The designation is made on the basis of a single investment, and the relevant investment

meets the definition of equity instruments from the perspective of the issuer.

Except for the above financial assets measured at amortized cost and measured at fair value and
whose changes are included into other comprehensive income, all other financial assets are classified as

financial assets measured at fair value through profit or loss.

The business model for managing financial assets refers to how to manage financial assets to
generate cash flow. The business model determines whether the source of the cash flow of financial assets
under management is to collect contractual cash flow, sell financial assets, or both. Based on objective
facts and specific business objectives determined by key management personnel to manage financial assets,

we determine the business model for managing financial assets.

The contractual cash flow characteristics of financial assets are evaluated to determine whether the
contractual cash flow generated by the relevant financial assets on a specific date is only the payment of
principal and interest based on the outstanding principal amount. Among them, principal refers to the fair
value of financial assets at initial recognition; interest includes the time value of money, credit risk related
to the amount of principal outstanding in a specific period, and consideration of other basic borrowing
risks costs and profits. In addition, the contract terms that may lead to changes in the time distribution or
amount of contractual cash flow of financial assets are evaluated to defermine whether they meet the

requirements ofthe above coniractual cash flow characteristics.
Subsequent measurement of financial assets
(DFinancial assets measured at fair value through profit and loss

After initial recognition, the subsequent measurement of such financial assets is conducted at fair
value, gains or losses arising from financial assets (including interest and dividend income) are included

into the current profit and loss, unless the financial asset is part of the hedging relationship.
(@Financial assets measured at amortized cost

After initial recognition, such financial assets are measured at amortized cost using the actual interest
rate method. Gains or losses arising from financial assets that are measured at amortized cost and are not
part of any hedging relationship are included into the current profit or loss when they are derecognized,

amortized in accordance with the actual interest rate method, or recognized for impairment.
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(®Debt investment measured at fair value and whose changes are included into other comprehensive

income

After initial recognition, the subsequent measurement of such financial assets is conducted at fair
value. Interest is calculated using the actual interest rate method, impairment losses or gains and exchange
gains or losses are included into the current profit and loss, and other gains or losses are included into
other comprehensive income. Upon termination of confirmation, the accumulated gains or losses
previously included into other comprehensive income are transferred out of other comprehensive income

and included into the current profit and loss.

@Equity instrument investments measured at fair value and whose changes are included into other

comprehensive income

After initial recognition, the subsequent measurement of such financial assets will be conducted at
fair value. Dividend income is included into the current profit and loss, and other gains or losses are
included into other comprehensive income. Upon termination of recognition, the accumulated gains or
losses previously included into other comprehensive income are transferred out of other comprehensive

income and included into retained earnings.
3.Classification and subsequent measurement of financial liabilities

Financial liabilities are classified as financial liabilities measured at fair value through profit or loss

and financial liabilities measured at amortized cost.
(1) Financial liabilities measured at fair value through profit and loss

Such financial liabilities include transaction financial liabilities (including derivatives that are

financial liabilities) and financial liabilities designated as measured at fair value through profit and loss.

After initial recognition, the subsequent measurement of such financial liabilities is conducted at fair
value, except for those related to hedge accounting, gains or losses arising from financial liabilities

(including interest expenses) are included into the current profit and loss.
(2) Financial liabilities measured at amortized cost

After initial recognition, this type of financial liability is measured at amortized cost using the actual

interest rate method.
4,0ffset

Financial assets and financial liabilities are shown separately in the balance sheet and are not offset

against each other. However, the net offset is listed in the balance sheet if the following conditions are met:

(1) The Company has a legal right to set off the recognized amount and that such legal right is

currently enforceable;
(2) The Company plans to settle the financial assets and liquidate the financial liabilities on a net

basis or at the same time.
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5. Termination of financial assets and financial liabilities

If a financial asset meets one of the following conditions, the recognition of the financial asset shall

be terminated:
(1) Termination of the contractual right to receive cash flows from the financial asset;

(2) The financial asset has been transferred, and the Group transfers almost all risks and rewards of

ownership of the financial asset to the transferee;

(3) The financial asset has been transferred, and although the Group has neither transferred nor
retained almost all the risks and rewards of ownership of the financial assets, it has not retained the control

of the financial assets.

If the transfer of the financial assets satisfies the conditions for termination of recognition as a whole,

the Group calculates the difference between the following two amounts into the current profit and loss:
(1) The book value of the transferred financial assets at the date of termination of recognition;

(2) The sum of the consideration received for the transfer of financial assets and the cumulative
amount of changes in fair value that is originally directly included into other comprehensive income (when
the transferred financial asset is measured at fair value and whose changes are included into other

comprehensive income financial asset).

If the current obligation of the financial liability (or part of it) has been discharged, the Group
terminate the financial liability (or part of the financial liability).

6.Impairment

On the basis of expected credit losses, financial assets measured at amortized cost, contract assets,
and debt investments measured at fair value and whose changes are included into other comprehensive

income shall conduct impairment accounting and recognition of loss provisions.

Other financial assets held at fair value are not subject to the expected credit loss model, including
debt investments and equity instrument investments measured at fair value through profit and loss. and

derivative financial assets.
(1) Measurement of expected credit losses

Expected credit loss refers to the weighted average of the credit losses of financial instruments
weighted by the risk of default. Credit loss refers to the difference between all contractual cash flows
receivable under the contract and all expected cash flows discounted by the Group at the original actual

interest rate, that is, the present value of all cash shortages.

The expected credit loss for the entire duration refers to the expected credit loss caused by all

possible default events during the entire estimated duration of the financial instrument.

The expected credit loss in the next 12 months refers to the event of financial instrument default that

may occur within 12 months after the balance sheet date (if the estimated duration of the financial
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instrument is less than 12 months, it is the estimated duration) which causes expected credit loss is part of

the expected credit loss for the entire duration:

For accounts receivable and contract assets, the loss provision is always measured at an amount

equivalent to the expected credit losses for the entire duration.

Except for accounts receivable and contract assets, the financial instruments that meet the following
conditions are measured for their loss provisions at an amount equivalent to the expected credit loss in the
next 12 months, and for other financial instruments based on the expected credit losses for the entire

duration:
(DThe financial instrument has only a low credit risk on the balance sheet date; or

@The credit risk of the financial instrument has not increased significantly since its initial

confirmation.

When considering whether there is a significant increase in the expected credit losses of financial
assets after the initial measurement date, the Group only analyzes on the basis of the currently available

information and does not consider paying extra incremental costs.
(2) Has lower credit risk

If the default risk of financial instruments is low, the borrower has a strong ability to fulfill its
contractual cash flow obligations in the short term, and even if there are adverse changes in the economic
situation and operating environment in a longer period of time, it may not necessarily reduce the
borrower's performance of the ability to fulfill its contractual cash flow obligations, the financial

instrument is considered to have lower credit risk.
(3) Credit risk increased significantly

By comparing the risk of financial instruments defaulting on the balance sheet date with the risk of
defaulting on the initial confirmation date, to determine the relative change in the default risk of the
financial instrument during the estimated lifetime, to assess whether the credit risk of the financial

instrument has increased significantly since the initial confirmation.
(4) Financial assets that have suffered credit impairment

When one or more events that adversely affect the expected future cash flow of a financial asset occur,
the financial asset becomes a financial asset that has suffered credit impairment. Evidence of credit

impairment of financial assets includes the following observable information:
(DThe issuer or debtor has major financial difficulties;
(2The debtor violates the contract, such as the payment of interest or principal default or overdue;

®Due to economic or contractual considerations related to the debtor's financial difficulties, the

debtor is given concessions that it will not make under any other circumstances;

@The debtor is likely to go bankrupt or undergo other financial restructuring;
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(®The financial difficulties of the issuer or the debtor led to the disappearance of the active market

for the financial asset;

®Purchase or generate a financial asset at a substantial discount, the discount reflects the fact that

credit losses have occurred.
(5) Presentation of expected credit loss provisions

To reflect the changes in the credit risk of financial instruments since initial recognition, the expected
credit losses are remeasured on each balance sheet date, and the resulting increase or reversal of the loss
provision should be included into the current profit and loss as an impairment loss or gain. For financial
assets measured at amortized cost, the loss provision offsets the book value of the financial asset listed in
the balance sheet; for debt investments measured at fair value and whose changes are included into other
comprehensive income, the group recognizes its loss provision in other consolidated gains and does not

deduct the book value of the financial assets.
(6) Write-off

If it is no longer reasonably expected that the contractual cash flow of the financial asset can be fulfy
or partially recovered, the book balance of the financial asset will be directly written down. Such
write-downs constitute derecogntion of related financial assets. This situation usually occurs when it is
determined that the debtor has no assets or a source of income to generate sufficient cash flow to cover the
amount that will be written down. However, the financial assets that are written down may still be affected

by the execution activities related to the collection of the period.

If the financial asset that has been written down is recovered later, it shall be included into the current

profit and loss as the reversal of the impairment loss.
7. Determination of the fair value of financial instruments

For financial instruments with active markets, the fair value is determined by the price that market
participants can receive for the sale of an asset or pay for the transfer of a liability in an orderly transaction
that occurs on the measurement date. For financial instruments that do not have an active market, valuation

techniques are used to determine their fair value.

When estimating fair value, consider the characteristics considered by market participants when
pricing related assets or liabilities on the measurement date (including asset status and location, restrictions
on the sale or use of assets, etc.), and adopt the valuation techniques which are applicable in the current
situation and can be supported by sufficient data and other information. The valuation techniques mainly
include market method, income method and cost method.

(IX) Hedge instruments

1. The concept of hedging

Hedging refers to the designation of financial instruments as hedging instruments by enterprises to
manage the risk exposure caused by specific risks such as foreign exchange risk, interest rate risk, price

risk credit risk, etc., so that the fair value or cash flow changes of hedging instruments offset risk
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management activities in all or part of the fair value or cash flow changes of the hedged item, In hedging
accounting, hedging is divided into fair value hedging, cash flow hedging and overseas investment net

hedging.

Hedging instruments refer to financial instruments designated by an enterprise for hedging, whose
changes in fair value or cash flow are expected to offset changes in the fair value or cash flow of the
hedged item. The foreign exchange risk component of non-derivative financial assets or non-derivative
financial liabilities is designated as a hedging instrument. Hedged items refer to the items that can expose
the enterprise to the risk of changes in fair value or cash flow and are designated as hedged objects and can
be reliably measured. An enterprise may designate the following individual projects, project portfolios or

components as hedged projects:
(1) Assets or liabilities have been confirmed;

(2) Unconfirmed commitments. Confirmed commitment refers to a legally binding agreement to

exchange a certain amount of resources at an agreed price on a specific date or period in the future;

(3) Expected transactions that are likely to occur. Expected transaction refers to the transaction that

has not been promised but is expected to occur;
(4) Net investment in overseas operations.

The above-mentioned project component refers to the part that is less than the overall fair value of
the project or the change in cash flow. The enterprise can only designate the following project components

or their combinations as hedged items:

(1) The change in fair value or cash flow (risk component) caused by only one or more specific risks

in the overall fair value or cash flow change of the project;
(2) One or more selected contract cash flows;

(3) The component of the nominal amount of the project, that is, the specific part of the overall
amount or quantity of the project, which can be a certain proportion of the entire project or a certain level

of the overall project.
2. Hedging relationship assessment

Only fair value hedging, cash flow hedging or overseas operating net investment hedging can meet

the following conditions at the same time:
(1) The hedging relationship consists only of eligible hedging instruments and hedged items;

(2) At the beginning of the hedging period, the enterprise officially designated the hedging tool and
the hedged item, and prepared written documents on the hedging relationship and the risk management
strategy and risk management objectives of the enterprise engaged in hedging. The document at least
specifies the hedging tools, hedged items, the nature of the hedged risk and the method of hedge
effectiveness evaluation (including the analysis of the reasons for the invalid portion of the hedge and the

method of determining the hedge ratio);
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(3) The hedging relationship meets the requirement of hedging effectiveness.

Hedging effectiveness refers to the degree to which the changes in the fair value or cash flow of the
hedging instrument can offset the changes in the fair value or cash flow of the hedged item caused by the
hedged risk. The part of the hedging instrument whose fair value or cash flow change is greater or less

than the hedged item's fair value or cash flow change is the hedging invalid part.
An enterprise shall terminate the use of hedging accounting in any of the following situations:

(1) The hedging relationship has no longer met the risk management objectives due to changes in risk

management objectives;
(2) The hedging instrument has expired, been sold, the contract is terminated or has been exercised;

(3) There is no longer an economic relationship between the hedged item and the hedging instrument,
or the value of the economic relationship between the hedged item and the hedging instrument changes,

the impact of credit risk begins to dominate;

(4) The hedging relationship no longer satisfies other requirements for the use of hedging accounting

methods.

The termination of hedging accounting may affect the whole or a part of the hedging relationship.
When only a part of the hedging relationship is affected, the remaining unaffected parts are still subject to

hedging accounting.
3.Hedging confirmation and measurement
(1) Fair value hedge accounting

If the fair value hedging meets the requirements for the use of hedging accounting methods, it shall

be treated in accordance with the following provisions:

(DGains or losses arising from hedging instruments should be included into the current profit and loss.
If the hedging instrument is hedged on a non-trading equity instrument investment (or its component) that
is selected to be measured at fair value and whose changes are included into other comprehensive income,

the gain or loss generated by the hedging instrument:should be included into other comprehensive income;

(@If the hedged item is a financial asset (or its component) measured at fair value and whose changes
are included into other comprehensive income, the gain or loss arising from the hedged risk exposure is
included into the current profit and loss, and its book value has been measured at fair value and no
adjustment is required; If the hedged item is the non-trading equity instrument investment (or its
component) measured at fair value and whose changes are included into other comprehensive income, the
gain or loss arising from the hedged risk exposure included into other comprehensive income, and its book

value has been measured at fair value and no adjustment is required;

(®In fair value hedging, if the hedged item is a financial instrument (or its component) measured at
amortized cost, the adjustment made by the enterprise to the book value of the hedged item should be

amortized according to the actual interest rate recalculated on the amortization date and included into the
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current profit and loss. The amortization can start from the adjustment date, but it should not be later than
the time when the hedged gains and losses are adjusted for the termination of the hedged item. If the
hedged item is a financial asset measured at fair value and whose changes are included into other
comprehensive income (or its component), the enterprise shall amortize the accumulated recognized
hedging gains or losses in the same manner and include current profit and loss, but does not adjust the

book value of financial assets (or its component). -
(2) Cash flow hedge

If the cash flow hedge meets the requirements for the use of hedge accounting methods, it shall be

treated in accordance with the following provisions:

(DThe part of gains or losses generated by the hedging instrument are as the effective hedging, which
is regarded as the cash flow hedging reserve, and are recorded into other comprehensive income. The
amount of cash flow hedge reserve is determined according to the lower of the absolute amounts of the
following two items: the cumulative gain or loss of the hedging instrument since the hedging; the

cumulative change in the present value of the expected future cash flow of the hedged jtem since hedging;

@The part of gains or losses generated by hedging instruments that are invalid for hedging is

recorded into the current profit and loss.

The cash flow hedge reserve shall be subject to follow-up treatment in accordance with the following

provisions:

(DThe hedged item is an expected transaction, and the expected transaction causes the enterprise to
subsequently confirm a non-financial asset or mnon-financial liability, or the expected transaction of
non-financial asset or non-financial liability forms a fair value hedge accounting when confirming the
commitment, the enterprise shall transfer out the amount of the cash flow hedge reserve originally
recognized in other comprehensive income and include in the initial recognition amount of the asset or
liability;

@For cash flow hedges that are not covered by the above (D, the enterprise should transfer the
amount of cash flow hedge reserves originally recognized in other comprehensive income in the same
period in which the expected cash flow of the hedge affects profit or loss, and be included into the current

profit and loss;

®If the amount of the cash flow hedge reserve recognized in other comprehensive income is a loss,
and the loss is wholly or partly expected to be irreparable in the future period, the enterprise shall transfer
the part that it expects to irreparable from other comprehensive income and included into the current profit

and loss.
(3) Overseas net investment hedging

The part of gains or losses generated by the hedging instrument is as the effective hedging is included
into other comprehensive income. When disposing of overseas operations in whole or in part, the gains or

losses of hedging instruments included into other comprehensive income should be transferred out
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accordingly and included into the current profit and loss.

The part of gains or losses generated by hedging instruments that is invalid for hedging is included

into the current profit and loss.

(X) Inventories

1. Category of inventory

Inventory refers to the finished goods or goods that the Company holds for sale in its daily activities,
the products in the process of production, the materials and materials consumed in the process of
production or in the process of providing services, etc. Inventory mainly includes raw materials, in-process

products, finished products (inventory goods), issued goods, contract performance costs and so on.
2. Pricing method of inventory

Inventories are determined at the actual cost when acquired. Cost of inventories included purchasing

cost, processing cost and other cost. When acquired and approved the subsidiaries of the Company

measure the cost by the following two methods:
Actual cost: Cost of inventories is determined using the weighted average method.

Intended cost: difference between the intended cost and the actual cost will be calculated by cost
variance account, and the cost difference assumed for the inventories will be pay by installment, so as to

adjust the intend cost to the actual cost.
3. Amortization of low-value consumables and packaging materials
Low-value consumables and packaging are a mortised using the immediate write-off method.

4. Determination basis of net realizable value of inventories and provision method of inventory

depreciation reserve

After a full inspect of the inventory at the end of the period, the provision for decline in value of
inventories shall be withdrawn or adjusted at the lower of the cost of inventory and the net realizable

value.

If the following situations exist, it indicates that the net realizable value of the inventory is lower than
the cost, and the inventory depreciation reserve is drawn according to the difference between the cost of a
single inventory item and its net realizable value. With regard to the provision for inventory depreciation,
the net realizable value is determined based on the estimated selling price minus the estimated cost of

completion, sales expenses and related taxes.

(1) The market price of inventories continues to fall, and there is no hope of recovery in the

foreseeable future;

(2) The cost of products produced using this raw material is greater than the sales price of the

product;

(3) Due to product replacement, the original raw materials in stock have no longer met the needs of
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new products, and the market price of the raw materials is lower than its book cost;

(4) The outdated commeodities or services provided or changes in consumer preferences have caused

changes in market demand, leading to a gradual decline in market prices;

(5) Other circumstances sufficient to prove that the inventory has actually been impaired.

(XI) Contract assets

The Company presents contract assets or contract liabilities in the balance sheet based on the
relationship between its performance of fulfillment obligations and customer payments. The Company's
right to charge the consideration via goods transfer or service rendering to the customer (and the right

depends on other factors except for the time lapses) shall be presented as contract assets.

Please see IV.VIII financial instruments, 6.impairment for the determination method and accounting

treatment for the expected credit loss of contract assets.

(XII) Long-term equity investments
1. Determination of investment cost

For long-term equity investments acquired through business combination under the same control, the
investment cost is the share of the book value of the merged party's owner's equity in the final controller's

consolidated financial statements on the merger date.

For long-term equity investments obtained by business combination not under the same control, the
cost of the long-term equity investment shall be regarded as the investment cost of the long-term equity

investment.

For long-term equity investments obtained by means other than business combinations: long-term
equity investments obtained by paying cash, the actual purchase price is used as the initial investment cost;
long-term equity investments obtained by issuing equity securities are based on the fairness of issuing

equity securities value as initial investment cost.
2. Subsequent measurement and recognition of profit or loss
(1) Cost method

The company is able to use the cost method accounting for long-term equity investments that are
controlled by the investee. Except for the actual consideration paid for the acquisition of investment or the
declared but not yet distributed cash dividends or profits which are included into the consideration,
investment gains are recognized as the Company's shares of the cash dividends or profits declared by the

investee.
(2) Equity method

The company adopts equity method to account for long-term equity investments of associates and
jointly controlled entities. For part of the equity investments of associate ventures indirectly through
venture capital institutions, mutual funds, trust companies or similar entities including investment-linked

insurance funds, the fair value measurement is adopted and their changes are recorded into profit or loss.
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According to the share of net profit and loss and other comprehensive income realized by the
invested unit that should be enjoyed or shared, the investment income and other comprehensive income are
recognized separately, and the book value of the long-term equity investment is adjusted; the distributed
profits or cash dividends announced by the invested unit calculate the portion that should be enjoyed, and
reduce the book value of the long-term equity investment accordingly; for other changes in the owner's
equity other than net profit and loss, other comprehensive income and profit distribution of the investee,

adjust the book value of the long-term equity investment and recorded it in the owner's equity.

When confirming the share of the investee's net profit or loss, the fair value of the investee's
identifiable net assets at the time of obtaining the investment is used as the basis, and the net profit of the
investee is adjusted in accordance with the Group 's accounting policies and accounting period after
confirmation. During the period of holding the investment, the invested unit prepares consolidated
financial statements based on the net profit, other comprehensive income and other changes in owner's
equity in the consolidated financial statements. The unrealized internal transaction gains and losses that
occur with associates and joint ventures are calculated according to the proportions that should be
attributed to the group and offset, and investment income is recognized on this basis. Unrealized internal

transaction losses with the investee that belong to asset impairment losses are fully recognized.

In recognition of share of losses in the investee, the Company treats it in the following order: Firstly,
the Company will write off the carrying value of long-term equity investments. Secondly, in the event the
aforesaid carrying value is insufficient for write off, it shall continue to recognize investment loss and
write off carrying values of long-term receivables to the extent of the carrying amount of the long-term
equity which substantively constitutes the net investment in the investee. Finally, after the above treatment,
for the additional obligations which shall be still assumed by entities according to investment contract or
agreement, the estimated liabilities shall be recognized based on the obligations which are expected to
assume and recorded into the investment loss for the current period. If the investee realizes profit in the
future period, after deducting the unrecognized loss sharing amount, the company will process it in the
reverse order to write down the book balance of the confirmed estimated liabilities and resume recognizing
the return on the investment after deducting the book balance of the recognized expected liability and
restoring the book value of other long-term equity and long-term equity investment that substantially

constitute net investment of the investee.
(3) Disposal of long-term equity investment

When disposing of a long-term equity investment, the difference between the book value and the

actual purchase price is recorded into the current profit and loss.

Long-term equity investments accounted for using the equity method will use the same basis as the
investee to directly dispose of related assets or liabilities when disposing of the investment, and account
for the portion originally included into other comprehensive income at a corresponding rate, Owner's
equity recognized due to changes in the owner's equity other than the net profit and loss, other
comprehensive income and profit distribution of the investee are carried forward in proportion to the

current profit and loss.
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If the joint control or significant influence on the invested unit is lost due to the disposal of part of the
equity investment, etc., the remaining equity after disposal shall be accounted according to the financial
instrument recognition and measurement standards. The fair value and the date of loss of joint control or
significant impact the difference between the book value is recorded in the current profit and loss. Other
comprehensive income recognized by the original equity investment due to the equity method of
accounting shall be accounted for on the same basis as the investee's direct disposal of related assets or
liabilities when the equity method of accounting is terminated. The owner's equity recognized due to
changes in the owner's equity other than the net profit and loss, other comprehensive income and profit

distribution of the investee shall be transferred to the current profit and loss when the equity method is

terminated.

If the control of the invested unit is lost due to the disposal of part of the equity investment, etc.,
when preparing the individual financial statements, if the remaining equity after the disposal can exercise
joint control or significant influence on the invested unit, the equity method is used for accounting, and the
remaining equity is treated as if it had been adjusted by the equity method when it was acquired; if the
remaining equity after disposal cannot exercise joint control or exert significant influence on the investee,
it shall be accounted for in accordance with the relevant provisions of the financial instrument recognition
and measurement standards. The difference between its fair value and book value on the date of loss of

control is recorded in the current profit and loss.

Disposal of equity is obtained through business combination due to additional investment and other
reasons. When preparing individual financial statements, the remaining equity after disposal is accounted
for using the cost method or the equity method. Recognized other comprehensive income and other
owner's equity are carried forward in proportion; if the remaining equity after disposal is accounted for
according to the financial instrument recognition and measurement standards, all other comprehensive

income and other owner's equity are carried forward.
3. Determine the basis for control, joint confrol, and significant impact on the investee

Joint control refers to the common control of an arrangement in accordance with the relevant
agreement, and related activities of the arrangement must be agreed upon by the parties sharing control
rights before they can make decisions. If the Group and other joint ventures jointly exercise control over

the investee and have rights to the investee's net assets, the investee is a joint venture of the group.

Significant influence refers to the power to participate in making decisions on the financial and
operating policies of an enterprise, but not the power to control, or jointly control, the formulation of such

policies with other parties.
4, Impairment test method and accrual method for impairment preparation

At the end of the period, the long-term equity investment is checked, and the long-term equity
investment impairment provision is accrued based on the difference between its recoverable amount and
the book value. Once the long-term equity investment impairment provision iIs accrued, it shall not be

transferred back in the future accounting period.
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For a long-term equity investment without a market price, if there is one of the following signs, it

indicates that the long-term equity investment may be impaired:

(DChanges in the political or legal environment affecting the operation of the invested unit, such as
the promulgation or revision of regulations such as taxation and trade, may result in huge losses for the

invested unit;

@The commodities supplied by the investee or the services provided by the investee change the
market demand due to the outdated products, resulting in a serious deterioration of the financial status of

the investee;

(®The production technology of the invested company's industry has undergone major changes, and
the invested company has lost its competitiveness, resulting in serious deterioration of the financial

situation, such as cleaning up, rectification, and liguidation;

@Evidence shows that the investment can no longer bring other economic benefits to the enterprise.

(X111) Investment properties
1. Classification of investment real estate

Investment property includes land use rights that have been leased; land use rights that are held and

ready to be transferred after appreciation; buildings that have been leased out.
2. Pricing of investment property

The investment property is based on its cost as the book value. The cost of outsourcing investment
properly includes the purchase price, related taxes and other expenses that can be directly attributed to the
asset; the cost of self-built investment property is determined by the construction of the asset. The

necessary expenditure structure incurred before the usable state.

Subsequent measurement of investment property adopts the cost model, and the depreciation or
amortization of buildings and land use rights is accrued according to its expected service life and net

residual value rate.
3. Confirmation standards and accrual methods for impairment of investment property

The company inspects investment property at the end of the period and evaluates its recoverable
amount to determine whether the asset has been impaired. For investment property whose recoverable
amount is lower than its book value, the provision for impairment is made based on the difference between
the recoverable amount of the individual asset and its book value. The provision for impairment of leased
land use rights shall be handled in accordance with the relevant provision for impairment of land use rights
in intangible assets, and the provision for impairment of leased buildings shall be treated in accordance
with the relevant provision for impairment of fixed assets. Once an investment property impairment

provision is accrued, it cannot be reversed in a subsequent accounting period.
4. Conversion and disposal of investment property

When the use of investment property is changed to self-use, the company will convert the investment
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property into fixed assets or intangible assets from the date of change. When the purpose of self-use
property is changed to earn rent or capital appreciation, the company will convert fixed assets or intangible
assets into investment property from the date of change. When a conversion occurs, the book value before

conversion is used as the book value after conversion,

When the investment property is disposed of or withdrawn permanently from use and it is expected
that no economic benefits can be obtained from its disposal, the confirmation of the investment property is
terminated. The amount of disposal income from the sale, transfer, scrap or damage of investment property
after deducting its book value and related taxes is recorded into the current profit and loss.

(XIV) Fixed assets

1. Fixed assets

Fixed assets are tangible assets that are held for use in the production or supply of goods or services,

for rental to others, or for administrative purposes; and have a useful life of more than one accounting year.

Fixed asset is recognized when it meets the following conditions: It is probable that the economic

benefits associated with the fixed asset will flow to the enterprise; its cost can be reliably measured.
2. Pricing of fixed assets

The fixed assets of the company are initially measured at cost, including : the cost of outsourcing
fixed assets includes the purchase price, import duties and other related taxes and fees, as well as other
expenses that can be directly attributed to the asset before they reach their intended usable state; the cost of
self-built fixed assets is determined by the necessary expenditures incurred before the assets reach the
expected usable state ; for fixed assets invested by investors, the value agreed in the investment contract or
agreement is regarded as the book value, but the value agreed in the contract or agreement is not accounted

for at fair value.
3. Classification and depreciation of fixed assets

Except for fixed assets that are fully depreciated and continue to be used and land that is separatety
accounted, fixed assets are depreciated by categories using the average age method, and the work method
is used for special devices and equipment. The estimated residual value of fixed assets is 0 to 5% of the

original value of the asset. The depreciation period and annual depreciation rate of various fixed assets are

as follows:
Categories Depreciation period (year) Aunnual depreciation rate (%)
Houses and buildings 840 2.38-12.50
Machinery and equipment 4-30 3.17-25.00
Transportation equipment 5.20 4.75-20.00
Others 512 7.92-20.00

4. Impairment test method of fixed assets and accrual method of impairment provision
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At the end of each period, the company judges whether the fixed assets may show signs of
impairment. If there are signs of impairment of fixed assets, the recoverable amount should be estimated.
The recoverable amount is determined based on the higher one between the net amount of the fair value of
the fixed assets minus the disposal expenses and the current value of the estimated future cash flow of the
fixed assets. When the recoverable amount of a fixed asset is lower than its book value, the book value of
the fixed asset is written down to the recoverable amount. The amount of write-down is recognized as
impairment loss of fixed assets and recorded in the current profit and loss, and meanwhile accrue

impairment of assets.

After the impairment loss of fixed assets is confirmed, the depreciation of the impaired fixed assets
shall be adjusted accordingly in the future period so that the book value of the adjusted fixed assets (after
deducting the estimated net residual value) will be systematically amortized over the remaining useful life

of the fixed assets.

Where there are indications that a fixed asset may be impaired, the group estimates the recoverable
amount based on a single fixed asset. Where it is difficult for an enterprise to estimate the recoverable
amount of a single fixed asset, the recoverable amount of the asset group is determined on the basis of the

asset group to which the fixed asset belongs.

Once the impairment loss of fixed assets is confirmed, it will not be reversed in the future accounting

periods.
5. Subsequent expenditure on fixed assets

Subsequent expenditures related to fixed assets that meet the conditions for confirmation of fixed
assets are included into the cost of fixed assets; those that do not meet the conditions for confirmation of

fixed assets are included into the current profit and loss when they occur.
6. Disposal of fixed assets

When a fixed asset is disposed of or no economic benefit is expected to result from use or disposal,
the recognition of the fixed asset is terminated. The amount of income from disposal of fixed assets sold,
transferred, scrapped or damaged after deducting their book value and related taxes is included into the
current profit and loss.

(XV) Construction in progress

At the end of the period, determine whether there is any sign of possible impairment of the
construction in progress. If there are signs of impairment of the construction in progress, the recoverable
amount is estimated. If there are signs that a construction in progress may be impaired, the Group
estimates its recoverable amount based on the single construction in progress. If it is difficult for the Group
to estimate the recoverable amount of a single construction in progress, the recoverable amount of the

asset group is determined based on the asset group to which the construction in progress belongs.

The recoverable amount is determined based on the higher of the net value of the fair value of the

construction in progress minus the disposal expenses and the present value of the expected future cash
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flow of the construction in progress. When the recoverable amount of the construction in progress is lower
than its book value, the book value of the construction in progress s written down to the recoverable
amount. The amount of written-down is recognized as the impairment loss of the construction in progress

and recorded in the current profit and loss, and meanwhile accrue impairment of construction in progress.

Once the impairment loss of the construction in progress is confirmed, it will not be reversed in

future accounting periods.

(XVI) Borrowing costs
1. Criteria for recognition of capitalized borrowing costs

The borrowing costs that can be directly attributed to the acquisition and construction of assets that
take a long time to complete the acquisition and construction activities to reach the predetermined usable
state. The asset expenditure and borrowing costs have already occurred and are necessary for the asset to
reach the predetermined usable state. Only when the purchase and construction activities have begun, can
it be capitalized and included into the cost of the asset. Capitalization ceases when the purchased and
constructed assets reach the intended usable state, and the borrowing costs incurred thereafter are included

into the current profit and loss.
2. Capitalization period of borrowing costs

Borrowing costs incurred on assets eligible for capitalization for the construction or production meet

the above capitalization conditions, those incurred before the asset reaches the intended use or sale state

shall be included into the cost of assets; If the production activities are abnormally interrupted, and the
interruption lasts for more than 3 months, the capitalization of borrowing costs is suspended, and it is
recognized as current expenses until the construction or production activities of the assets restart; when
reaching the state, the capitalization of borrowing costs is stopped, and the borrowing costs incurred

thereafter are directly included into the financial expenses in the current period.
3. Calculation method of capitalization amount of borrowing costs

If special loans are borrowed for the purchase or construction or production of assets that meet the
capitalization conditions, the interest expenses actually incurred in the current period of the special loans
minus the interest income obtained by depositing unused loan funds into the bank or the amount of
investments obtained by making temporary investments after the income is determined; the amount of
interest that should be capitalized for the general borrowing borrowed for the purchase or construction or
production of assets that meet the capitalization conditions is calculated and determined based on the
weighted average of the asset expenditures in which the accumulated asset expenditure exceeds the special
borrowing multiplied by the capitalization rate of the general borrowing.

(XVIT) Oil and gas assets
1. Oil and gas asset

Oil and gas assets refer to wells and related facilities and mining interests owned or controlled by oil

and gas field enterprises, and other facilities whose cost recovery in product sharing contracts directly
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depends on oil and gas reserves.
2. Pricing of oil and gas assets

The cost to acquire mining interests is capitalized when incurred, and the initial measurement is
based on the cost at the time of acquisition. Royalties for exploration right, royalties for mining right and

rents incurred after the acquisition of mining interests are included into the current profit and loss.
3. Depletion of oil and gas assets

No depletion is charged for equity in unproved mining interests, and other oil and gas assets are
amortized according to the production method. Within the current period of the mining license, the
production method depletion rate is determined on the estimated production capacity of the oil and gas

reserves in the existing facility.
4, Provision for impairment of oil and gas assets

‘When the recoverable amount of oil and gas assets other than unproved mining interests is lower than
its book value, the book value is written down to the recoverable amount; when the fair value of the

unproved mining interests is lower than its book value, the book value is written down to fair value.

For unproved mining interests, an impairment test is conducted once a year. If the acquisition cost of
a single mining area is large, an impairment test shall be conducted on the basis of the single mining area
and the amount of impairment of unproved mining interests shall be determined. If the acquisition cost of a
single mining area is relatively small and has the same or similar geological structural characteristics or
reservoir conditions as other adjacent mining areas, the impairment shall be tested according to a group of

adjacent mining areas with the same or similar geological structural characteristics or reservoir conditions.

Once the provision for impairment of oil and gas assets is confirmed, it shall not be transferred back

in subsequent accounting periods.

(XVIII) Right -of-use asset

The right-of-use asset is initially measured at cost, including: the initial measurement amount of the
lease liability; the lease payments made on or before the start date of the lease term, if there is a lease
incentive, deduct the relevant amount of the lease incentive already enjoyed; initial direct costs incurred by
the lessee; costs expected to be incurred to dismantle and remove the leased asset, restore the site on which
the leased asset is located, or restore the leased asset to the condition agreed upon in the terms of the lease

(excluding costs incurred to produce inventory).

After the lease commencement date, the right-of-use asset is subsequently measured using the cost

model.

The principle of determining the depreciation period of the right-of-use asset: if the lessee can
reasonably determine that the leased asset will be acquired at the expiration of the lease term, depreciation
shall be accrued within the remaining useful life of the leased asset. If it cannot be reasonably determined
that the ownership of the leased asset can be obtained at the expiration of the lease term, depreciation shall

be accrued within the shorter of the lease term and the remaining useful life of the leased asset. If the
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remaining useful life of the right-of-use asset is shorter than the first two, the depreciation is accrued over

the remaining useful life of the right-of-use asset.

Impairment of the right-of-use asset: on the commencement date of the lease term, the lessee
determines whether the right-of-use asset is impaired in accordance with the relevant provisions on asset
impairment, and performs accounting treatment on the identified impairment loss.

(XIX) Intangible assets

1. Intangible assets

Intangible assets refer to identifiable non-monetary assets without physical form owned or controlled

by the company, mainly including land use rights, patented technologies and non-patented technologies.
‘When the following conditions are met at the same time, intangible assets are recognized:
(DThe economy related to the intangible assets is likely to flow into the Group;
@The cost of the intangible asset can be measured reliably.
2. Pricing of intangible assets

The costs of an externally purchased intangible asset include the purchase price, relevant taxes and
expenses paid, and other expenditures directly attributable to putting the asset into condition for its
intended use. If the payment for an intangible asset is delayed beyond the normal credit conditions and it is
of financing nature in effect, the cost of the intangible assets shall be ascertained based on the present

value of the purchase price.

The amount of intangible assets acquired from debt restructuring should be recorded at the fair value
of such intangible assets, and the difference between the carrying amount of the restructured debt and the
fair value of the intangible assets acquired from debt restructuring should be included into the profit or loss

for the current period.

If the non-monetary assets transaction is commercial in nature and the fair value of the assets
received or surrendered can be reliably measured, the intangible assets received in the non-monetary assets
transaction, shall be measured on the basis of the fair value of the assets surrendered, unless there are
concrete evidence that the fair value of the assets received is more reliable; For non-monetary assets
transaction which does not meet the above conditions, the cost of infangible assets received shall be the
book value of the assets surrendered and the relevant taxes and expenses payable, and the profit or loss

will not be recognized.

The intangible assets acquired by the enterprise under the same control are determined based on the
book value of the merged party; the intangible assets acquired by the enterprises under the same control

are determined at fair value.

Intangible assets developed by the company itself, whose costs include: materials used in the
development of the intangible assets, labor costs, registration fees, amortization of other patents and

concessions used in the development process, and interest charges to meet capitalization conditions, and
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other direct costs incurred to bring the intangible asset to its intended use.
3. Amortization method and period of intangible assets

For intangible assets with finite useful life, amortization is carried out by the straight-line method
within the period of bringing economic benefits to the enterprise. For intangible assets with uncertain
service life, they are not amortized during the holding period. At the end of each period, the service life
and amortization method of intangible assets with limited useful life and the service life of intangible
assets with uncertain service life are reviewed. For the evidence that the service life of intangible assets is

limited, the service life is estimated and amortized within the expected service life.
4. Provision for impairment of intangible assets

At the end of each half year, determine whether there are signs of possible impairment of intangible
assets. If the asset is impaired, the recoverable amount should be estimated first. When the recoverable
amount of intangible asset is lower than its book value, the book value of the intangible asset is written
down to the recoverable amount. The amount of write-down is recognized as impairment loss of intangible

assets and recorded into the current profit and loss, and meanwhile accrue impairment of intangible assets.

Intangible assets with uncertain service life, regardless of whether there are signs of impairment, at

least every six months should be tested for impairment.

Once the provision for impairment of intangible assets is confirmed, it shall not be transferred back in

the subsequent accounting period.

(XX) Research and Development Expenditures

Research expenditures are included into the current profit and loss when it occurred; the expenses in
the development phase are capitalized if the following conditions are fulfilled:

(1) It 1s technically feasible to complete this intangible asset so that it can be used or sold;

(2) Have the intention to complete the intangible assets and use or sell them;

(3) The ways in which intangible assets generate economic benefits include the existence of a market
for intangible assets that are capable of proving the existence of a market for the products produced using

such intangible assets. Intangible assets are used internally and can prove their usefulness;

(4) Sufficient technical, financial, and other resources to support the development of this intangible

asset and the ability to use or sell the intangible asset;
(5) Expenditure attributable to the development phase of intangible assets can be reliably measured.

If it does not meet the conditions mentioned above, it is included into the current profit or loss when
it occurred. Development expenditures that have been included into profit or loss in previous periods are
not reconfirmed as assets in subsequent periods. The capitalized development expenditures are listed as
development expenditures on the balance sheet, and are converted into intangible assets from the date
when the project reaches its intended use.

(XXT) Goodwill

37

- F-127 -



Goodwill is the difference between the cost of business combination exceeding the fair value share of
the identifiable net assets of the acquired party that should be acquired in the business combination on the

acquisition date or the purchase date.

Goodwill listed separately in the financial statements is tested for impairment at least annually.
During the impairment test, the book value of goodwill is allocated to the beneficiary asset group or
combination of asset groups based on the synergistic effect of the business combination.

(XXII) Long-term deferred expenses

The company's long-term prepaid expenses refer to expenses that have been paid but have been
amortized for more than one year. Including: train rooms equipped for field operations, mobile rooms,
drilling tools, downhole instruments, tools, well control and solid control devices, leased fixed assets
improvement expenses, etc. in use for field operations. Other long-term deferred expenses are usually

amortized equally over the benefit period.

(XXII) Contract liabilities

The Company recognizes the obligation to transfer goods to customers after receiving or receiving
consideration from customers as contractual labilities. Before transferring the goods to the customer, if the
customer has already paid the contract consideration or the Group has obtained the right to receive the
contract consideration unconditionally, the Group will, at the earlier point of time when the customer
actually pays the amount and the amount due and payable, will pay the amount received or receivables are
presented as contract liabilities.

(XXIV) Employee Remuneration

Employee remuneration refers to the various forms of remuneration or compensation given by the
company to obtain the services provided by the employees or to terminate the labor relationship. Employee
remuneration includes short-term remuneration, dismissal benefits, retirement benefits and other long-term

employee benefits.
1. Shert-term remuneration

During the accounting period in which employees provide services, the company recognizes the
short-term remuneration payable as a liability and accounts for the relevant asset costs and expenses based

on the beneficiaries of the employees providing services.

The social insurance premiums and housing provident funds paid by the company for employees, as
well as the union funds and employee education funds drawn according to the regulations, are calculated
and determined according to the prescribed withholding basis and withholding ratio during the accounting

period when the employees provide services for the company.

Health care, living allowances, internal welfare department expenditures, hardship subsidies, retired
non-retirement expenses, heating subsidies and other welfare expenses paid to employees are included into
employee benefits. If the employee benefits are non-monetary benefits, they shall be measured at fair

value.
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2. Dismissal benefits

The company will pay dismissal benefits when the Group can no longer withdraw the offer of
termination plan or layoff proposal and when the Group recognizes costs for restructuring which involving
the payment of dismissal benefits (whichever the earliest). The remuneration incurred by the dismissal

benefits will be recognized as liabilities which would be recorded into current profits and loss.

3. Retirement benefits

The company will pay basic pension insurance and unemployment insurance in accordance with the
relevant provisions of the local government for the staff. During the accounting period when the staff
provides service, the company will calculate the amount payable in accordance with the local stipulated
basis and proportions which will be recognized as liabilities, and the liabilities would be recorded into

current profits and loss or costs of assets.

The company establishes an enterprise annuity, and the enterprise annuity funds are jointly paid by

the company and the individual.

(XXYV) Lease liabilities

The Company initially measures the lease liabilities according to the present value of the unpaid lease
payment on the start date of the lease term. When calculating the present value of the lease payment, the
company adopts the lease embedded interest rate as the discount rate; If the interest rate of the lease cannot
be determined, the incremental borrowing rate of the Company shall be used as the discount rate. The lease
payment amount includes: Fixed payment amount and substantial fixed payment amount after deducting
the relevant amount of lease incentive; Variable lease payment amount depending on index or ratio, When
the Company reasonably determines that the option will be exercised, the lease payment amount includes
the exercise price for purchasing the option; In the case that the lease period reflects that the Company will
exercise the option to terminate the lease, the lease payment amount includes the amount to be paid for
exercising the option to terminate the lease; Estimated amount to be paid according to the residual value of

guarantee provided by the Company.

The Company calculates the interest expenses of the lease liabilities in each period of the lease term

according to a fixed discount rate, which is included in the current profits and losses or related asset costs.

The variable lease payments that are not included in the measurement of lease liabilities shall be

included in the current profits and losses or related asset costs when they actually occur.

(XXYVI) Bonds payable

Bonds payable are priced according to the actual issue price; the difference between the total issue
price and the total face value of the bond is regarded as the premium or discount of the bond, and is
amortized during the life of the bond when the interest rate is accrued according to the actual interest rate

method, and in accordance with the principle of borrowing cost. The year-end balance of bonds payable is

the amortized value.

(XXVII) Accrued liabilities
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1. Recognition criteria for accrued liabilities

When the obligations related to the contingent events meet the following conditions at the same time,

the company recognizes the accrued liabilities:
(1) The obligation is a present obligation of the Group;
(2) It is probable that an outflow of economic benefits will be required to settle the obligation;
(3) The amount of the obligation can be measured reliably.
2. Method of measuring the various accrued liabilities

The company's estimated liabilities are initially measured at the best estimate of the expenditure
required to perform the relevant current obligations. When determining the best estimate, the company
considers factors such as risks, uncertainties and time value of money related to contingent events. For the
significant impact of the time value of money, the best estimate is determined by discounting the relevant
future cash outflows. On the balance sheet date, the book value of the estimated liabilities is reviewed, and
the book value is adjusted to reflect the current best estimate.

(XXVIII) Safety production fee

From January to October 2022, the Group extracts and uses safe production fee in accordance with
the provisions of the "Administrative Measures on the Extraction and Use of Enterprise Safe Production
Fee " (Caizi[2012] No. 16)of the Ministry of Finance and the State Administration of Work Safety; From
November to December 2022, the Group extracts and uses safe production fee in accordance with the
provisions of the" Administrative Measures on the Extraction and Use of Enterprise Safe Production Fee "

(Caizi[2012] No. 136)of the Ministry of Finance and the State Administration of Work Safety.

(XXIX) Preference shares, perpetual bonds and other financial instruments

The Group classifies these financial instruments or their components as financial assets, financial
liabilities or equity instruments at initial recognition based on the contract terms of preference shares or
perpetual bonds issued and the economic substance reflected, combined with the definition of financial

assets, financial liabilities and equity instruments.

The Group treats the preference shares or perpetual bonds issued by it that contain both equity and
liability components in accordance with the same accounting policies as convertible instruments with
equity components. The Group treats the preference shares or perpetual bonds that do not contain equity
components in accordance with the same accounting policies as convertible instruments that do not contain

equity components.

The Group's preference shares issued by it that shall be classified as equity instruments are recorded
in equity instruments based on the actual amount received. If dividends and interest are distributed during
the existence period, it shall be treated as profit distribution. If the preference shares are redeemed in

accordance with the terms of the contract, the equity shall be written off at the redemption price.

(XXX) Revenue

After fulfilling the performance obligations in the contract, that is, when the customer obtains control
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of the relevant goods or services, the revenue is recognized.

If the contract contains two or more performance obligations, the transaction price shall be allocated
to each individual performance obligation on the start date of the contract according to the relative
proportion of the individual selling prices of the goods or services promised by each individual

performance obligation and the transaction price of the performance obligation measures income.

The transaction price is the amount of consideration that you are expected to be entitled to the
customer due to the transfer of goods or services, excluding payments collected on behalf of third parties.
The confirmed transaction price does not exceed the amount that the accumulated confirmed income is
unlikely to be materially reversed when the relevant uncertainty is eliminated. Expected to be refunded to
the customer as a return liability, not included into the transaction price. If there is a significant financing
component in the contract, the transaction price is determined according to the amount of cash payable
when the customer assumes control of the goods or services. The difference between the transaction price
and the contract consideration is amortized using the actual interest rate method during the contract period.
On the start date of the contract, if it is estimated that the interval between the customer obtaining control
of the goods or services and the price paid by the customer does not exceed one year, the major financing

component existing in the contract is not considered.

If one of the following conditions is met, it is a performance obligation to be performed within a

certain period of time; otherwise, it is a performance obligation at a certain point in time:

(DThe customer obtains and consumes the economic benefits brought by the performance of the

enterprise at the same time as the company performs the contract.
(@The customer can control the goods under construction in the process of corporate performance.

(3The goods produced during the performance of the enterprise have irreplaceable uses, and the
enterprise has the right to receive payment for the part of the performance that has been completed so far

throughout the contract period.

For performance obligations performed within a certain period of time, revenue is recognized in
accordance with the progress of performance within that period of time. When the performance progress
cannot be reasonably determined, if the costs incurred are expected to be compensated, the revenue shall
be recognized according to the amount of costs incurred until the performance progress can be reasonably

determined.

For performance obligations performed at a certain point in time, the Group shall earn income when
the customer obtains control of the relevant commodity. In determining whether a customer has acquired

control of a commodity, the Group should consider the following signs:
(D'The enterprise has the current right to collect the goods.
@The enterprise has transferred the physical goods to the customer.

(®The enterprise has transferred the main risks and rewards of ownership of the goods to the

customer.
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(®The customer has accepted the goods.

The right to receive consideration for the transfer of goods or services to the customer (and the right
depends on factors other than the passing of time) is listed as a contract asset, and the contract asset is
impaired based on expected credit losses "Note TV (VIII) Financial instruments 6. Impairment ", The
Group's right to collect consideration from customers unconditionally (depending only on the passing of
time) is listed as accountants receivable financing. The Group's obligation to transfer goods or services

received or receivable from customers for consideration is listed as contract liabilities.
The accounting policies related to the main activities for income generation are described as follows:

1. Sales revenue

Revenue is recognized when the customer obtains control of related commodities. Obtaining control
of related commodities means that customers can lead the use of the commodities and obtain almost all

economic benefits from them.
2. Income from the provision of labor services

The customer obtains and consumes the economic benefits brought by the performance of the Group
while performing the performance of the Group. It belongs to the performance obligations performed
within a certain period of time, and the revenue is recognized according to the progress of performance.
Otherwise, it belongs to performance obligations performed at a certain point in time, and the revenue is

recognized when the customer obtains control of related services.
3. Interest income

The interest income is calculated and determined according to the time for lending the monetary

funds and the actual interest rate.

(XXXTI) Contract costs

Contract costs include incremental costs incurred in obtaining the contract and contract performance

costs.

Incremental costs incurred in obtaining a contract refer to costs that the Group would not incur
without obtaining a contract. If the cost is expected to be recovered, the Group recognizes it as a contract
acquisition cost as an asset. Other expenses incurred by the Group in order to obtain the contract, in
addition to the incremental costs expected to be recovered, are included into the current profit and loss

when incurred.

Assets recognized for contract acquisition costs and assets recognized for contract performance costs
(hereinafter referred to as "assets related to contract costs") are amortized on the same basis as the
recognition of the income from commodities or services related to the asset and included into the current
profit and loss. When the amortization period does not exceed one year, it is included into the current

profit and loss when it occurs.

When the book value of the asset related to the contract cost is higher than the difference between the
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following two items, the Group makes an impairment provision for the excess and recognizes it as an asset

impairment foss:

1. The remaining consideration that the Group expects to obtain due to the transfer of goods or

services related to the asset;

2. Estimate the costs that will be incurred for the transfer of the relevant goods or services.

(XXXIH) Government grants

1. Types

Government grants are mainly for financial allocation, financial interest discount, tax return and free

allocation of non-monetary assets.
2. Government grant confirmation

The group shall be recognized when it is able to meet the conditions attached to government grants

and when it is able to receive government grants.
3. Accounting treatment method

Government subsidies related to assets should be recognized as deferred income. If the government
subsidies related to assets are recognized as deferred income, they are recorded into the current profit and

loss in a reasonable and systematic manner within the useful life of the assets constructed or purchased.

A government grant related to income is used for compensation for related expenses or losses to be
incurred by the Company in subsequent periods, the grant shall be recognized as deferred income. And in
the period of confirming the related cost, expense or loss, it shall be included into the current profit and
loss or offset related costs. For the compensation of related costs and losses already incurred by the

company, it shall be directly included into the current profit and loss or offset related costs.
4. Measurement of government grant

If the government grant is a monetary asset, it shall be measured according to the amount received or

receivable.

If the government grant is a non-monetary asset, it shall be measured at its fair value; if its fair value

cannot be obtained reliably, it shall be measured at its nominal amount, which shall be 1 yuan.

(XXXIII) Deferred tax assets and liabilities

Deferred income tax assets are recognized for deductible temporary differences to the extent of

taxable income that is probable in the future to deduct deductible temporary differences.

The company recognizes the taxable temporary difference between the current period and the
previous period that has not been paid as deferred income tax liabilities. However, it does not include the
goodwill and the temporary difference formed by the taxable income or deductible losses when transaction

formed by non-business combinations occurs.

When the following conditions are met at the same time, the deferred income tax assets and deferred
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income tax liabilities are listed as the net amount after offset:

(1) The deferred income tax assets and deferred income tax liabilities are related to the income tax

levied by the same tax collection authority on the same taxpayer in the Group;

(2) The enterprise has the legal right to settle the current income tax assets and current income tax

liabilities on a net basis.

(XXXIV) Leases

Lease refers to a contract in which the lessor transfers the right to use the asset to the lessee within a

certain period to obtain consideration.

On the contract start date, the company evaluates whether the contract is a lease or includes a lease. If
one of the parties in a contract transfers the right to control the use of one or more identified assets for a

certain period of time in exchange for consideration, the contract is a lease or includes a lease.

In order to determine whether the contract cedes the right to control the use of the identified assets

within a certain period, the Group conducts the following assessment:

(D'Whether the contract involves the use of the identified assets. The identified asset may be specified
explicitly in the contract or implicitly when the asset is available to the customer, and the asset is
physically distinguishable, or if a portion of the asset's capacity or other parts are physically
indistinguishable but represent the full production capacity of the asset, so that customers receive almost
all the economic benefits arising from the use of the asset. If the supplier of the asset has a substantial right

to replace the asset during the entire period of use, the asset is not an identified asset;

@ Whether the lessee is entitled to obtain almost all economic benefits arising from the use of the

identified assets during the period of use;
(@ Whether the lessee has the right to lead the use of the identified assets during the period of use.

If the contract contains multiple separate leases at the same time, the lessee and the lessor split the
contract, and each separate lease is accounted for separately. If the contract includes both lease and
non-lease parts, the lessee and the lessor will separate the lease and non-lease parts. When splitting the
lease and non-lease parts included in the contract, the lessee shall allocate the contract consideration in
accordance with the relative proportion of the sum of the individual price of each lease part and the
individual price of the non-lease part. The lessor shall apportion the contract consideration in accordance
with the accounting policies of the provisions on transaction price apportionment as described in Note IV.

(XXX).
1. The Group as a lessee

At the beginning of the lease period, the Group recognizes right-of-use asset and lease liabilities for
leases. The right-of-use asset is initially measured at cost, including the initial measurement amount of the
lease liability, the lease payment paid on or before the start of the lease period (deducting the amount
related to the lease incentives already enjoyed), the initial direct costs incurred and costs expected to be

incurred to dismantle and remove the leased asset, restore the leased asset to its location or restore the
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leased asset to its agreed status under the terms of the lease.

The Group uses the straight-line method to accrue depreciation for right-of-use assets. For those who
can reasonably determine the ownership of the leased asset when the lease term expires, the Group accrues
depreciation within the remaining useful life of the leased asset. Otherwise, the leased asset is depreciated

within the shorter of the lease period and the remaining useful life of the leased asset.

Lease liabilities are initially measured at the present value of the lease payments that have not been
paid at the beginning of the lease period, and the discount rate is the interest rate implicit in lease. If the
interest rate implicit in lease cannot be determined, the Group's incremental borrowing rate is used as the

discount rate.

The Group calculates the interest expense of the lease liability for each period of the lease term at a
fixed periodic interest rate and includes it into the current profit or loss or the cost of related assets.
Variable lease payments that are not included in the measurement of lease liabilities are included into

current profit or loss or the cost of related assets when they actually occur.

After the start of the lease period, when the following situations occur, the Group remeasures the

lease liability according to the present value of the lease payment after the change:
(DThe expected payable amount changes according to the guarantee residual value;

(@The index or ratio used to determine the lease payment has changed;

(®The Group's evaluation results of purchase options, lease renewal options, or lease termination
options have changed, or the actual exercise of lease renewal options or lease termination options is

inconsistent with the original evaluation results.

When the lease liability is remeasured, the Group adjusts the book value of the right-of-use asset
accordingly. If the book value of the right-of-use asset has been reduced to zero, but the lease liability still

needs to be further reduced, the Group records the remaining amount into the current profit and loss.

The Group has chosen not to recognize right-of-use assets and lease liabilities for short-term leases
(leases with a lease period not exceeding 12 months) and leases of low-value assets, and the related lease
payments are recorded on a straight-line basis into the current profit and loss or the cost of the related

assets for each period of the lease term.
2. The Group as a lessor

On the lease start date, the Group divided leases into financing lease and operating lease. Financial
lease refers to a lease that transfers almost all risks and rewards related to ownership of leased assets
regardless of whether the ownership is eventually transferred. Operating lease refers to a lease other than

finance leases.

The lease receipts of operating leases are recognized as rental income using the straight-line method
during the lease term. The Group capitalizes the initial direct costs incurred in relation to operating leases

allocates them on the same basis as the recognition of rental income during the lease period, and is
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included into the current profit and loss in installments. Variable lease payments that are not included in
the lease receipts are included into the current profit and loss when they actually occur.

(XXXYV) Classified as assets held for sale

Confirm non-current assets or disposal groups that simultaneously meet the following conditions as

assets held for sale:

(1) Based on the practice of selling such assets or disposal groups in similar transactions, they can be

sold immediately under current conditions;

{2) The sale is very likely to happen, that is, the company has already made a resolution on a sales
plan, approved by the regulatory authorities (if applicable) and obtained a certain purchase commitment. It
is expected that the sale will be completed within one year. If the relevant regulations require approval by
the relevant authority of the enterprise or the regulatory authority before it can be sold, it should have been

approved.

Non-current assets (excluding financial assets and deferred income tax assets) that are eligible for
holding for sale are measured at the lower of book value and the net value of fair value minus sales
expenses. The amount which the fair value minus the selling expenses is lower than the original book

value is recognized as an asset impairment loss.

Similarly, non-current liabilities classified as held for sale should be classified as current liabilities
and listed in the "liabilities held for sale" item in the balance sheet.

(XXXVD) Fair value measurement
When measuring related assets or liabilities at fair value, it is based on the following assumptions:

(1) The transactions of market participants selling assets or transferring liabilities on the measurement

date are orderly transactions under current market conditions;

(2) The orderly transactions of selling assets or transferring liabilities are conducted in the main
market of related assets or liabilities. If there is no major market, it is assumed that the transaction is

conducted in the most favorable market for related assets or liabilities;

(3) Adopt the assumptions that market participants use to maximize their economic benefits when

pricing the asset or liability.

‘When measuring non-financial assets at fair value, consider the ability of market participants to use
the asset for optimal use to generate economic benefits, or sell the asset to other market participants that

can be used for optimal use to generate economic benefits.

When fair value is classified into three levels as a whole, it is based on the lowest level among the
three levels to which each important input value used in fair value measurement belongs. The three levels

are defined as follows:

The first level input value is unadjusted quotes for the same assets or liabilities that can be obtained

on the measurement date in an active market.
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The second level input value is the input value that is directly or indirectly observable for the relevant

assets or liabilities except for the first level input value.

The third level input value is unobservable inputs to related assets or liabilities.

(XXXVII) Segment report

The Company determines operating segments based on internal organizational structure, management
requirements, and internal reporting systems, and determines reporting segments based on operating

segments.

V. CHANGES IN ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES, AND
CORRECTIONS OF ACCOUNTING ERRORS

(I) Changes in Accounting Policies

The Group has implemented the relevant provisions of Accounting Standards Interpretation for
Business Enterprises No. 15 (Caikuai {2021] No. 35) since January 1, 2022, and has had no material

impact on the financial statements of the Group.

(II) Changes in Accounting Estimates

There is no change in important accounting estimates in this period.

(III) Corrections of Accounting Errors of Prior Period

The Group has no correction of significant accounting errors in the previous period.
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VI. TAXATION

(I) The principal taxations

Tax Type

Tax basis

Tax rate

Value-added
tax(VAT)

The tax is calculated on the basis of the sales goods and taxable service
income calculated according to the tax law. After deducting the input tax
amount that is allowed to be deducted in the current period the difference

is partly due to the value-added tax.

13%. 9%. 6%

Consumption tax

The payment is calculated based on the sales volume of taxable products,
The taxable amount of gasoline, naphtha, solvent oil and lubricating oil is

1.52 yuan per liter, and diesel and fuel oil is 1.20 yuan per liter.

Quantitative Levy

City maintenance

and construction tax

Based on VAT and sale tax paid

7%. 5% or1%

0,
Education surcharge | Based on VAT and sale tax paid %
-y
Resource tax Based on sales of crude oil, natural gas and shale gas 1-6%
Based on the excess income obtained by selling domestic crude oil prices 20%-40%

Special oil gain

above a certain level

business income tax

0 0,
Calculated on taxable income 25%. 15%

(@) Important tax incentives and Written approval
1. Value-added tax

According to the Ministry of Finance, the State Administration of Taxation, and the Genera
Administration of Customs "Notice on Import Tax Policies for Exploration, Development and Utilization
of Energy Resources during the "14th Five-Year Plan" Period (Cai Guan [2021] No. 17), from January
1,2021to December 31,2025 for the construction of cross-border natural gas pipelines and imported LNG
receiving, storage and transportation equipment projects approved by the National Development and
Reform Commission, as well as the natural gas imported from the expansion projects of imported LNG
receiving, storage and transportation equipment approved by the provincial government(including pipeline
gas and liquefied natural gas), the import value-added tax will be refunded according to a certain

proportion.

According to the Notice of the Ministry of Finance and the State Administration of Taxation on
Issuing the "Measures for the Administration of Value-Added Taxes in Oil and Gas Field Enterprises”
(Caishui [2009] No. 8) and the "Supplementary Notice on VAT in Oil and Gas Field Enterprises” by the
Ministry of Finance and the State Administration of Taxation (Caishui [2009] No. 97), the company pays
value-added tax for productive services provided by crude oil and natural gas production. Goods and
taxable services transferred or provided for production between each oil and gas field enterprise and its

non-independent accounting unit are not pay VAT.
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The Ministry of Finance and the State Administration of Taxation issued the Announcement on
Further Accelerating the Progress of the implementation of the Tax refund Policy of the final period of
VAT Credit ( Caishui [2022] No. 19 ), Since April 1, 2022, the State has implemented a new combined
tax support policy,and implemented a large-scale tax refund of the VAT credit in advance. Eligible large
enterprises in manufacturing and other industries shall refund the increment VAT tax credit in full on a
monthly basis, and apply to the competent tax authorities for a one-time refund of the stock tax credit from
the tax return period in June 2022. Before June 30, 2022, on the basis of the voluntary application of

taxpayers, the centralized refund of large enterprises’ stock tax credits.
Local tax rates apply to overseas subsidiaries.
2. Consumption tax

According to the Notice of the Ministry of Finance and the State Administration of Taxation on
Continuing to Increase Consumption Tax on Refined Oil (Caishui [2015] No. 11), from January 13, 2015,
the unit tax amount of consumption tax for gasoline, naphtha, solvent oil and lubricants, was increased
from 1.4 yuan/liter to 1.52 yuan/liter, and the unit tax amount of consumption tax for diesel, aviation
kerosene and fuel oil was increased from 1.1 yuan/liter to 1.2 yuan/liter. Aviation kerosene continued to be

suspended.

According to the Notice of the Ministry of Finance and the State Administration of Taxation on the
Exemption of Consumption Tax on Self-use Oils Produced by Refined Oi Production Enterprises (Caishui
[2010] No. 98), from January 1, 2009, during the production of refined oil, the company's self-produced

refined oil consumed as fuel, power and raw materials is exempt from consumption tax.

According to the "Interim Measures for the Refund (Exemption) of Consumption Tax on Naphtha
and Fuel Oil for the Production of Ethylene and Aromatic Hydrocarbon Chemical Products” (State
Administration of Taxation Announcement No. 36 of 2012), the company will be exempt from
consumption tax when it is used for the continuous production of ethylene and aromatic hydrocarbon
chemical products by the enterprises in the group and the sale of self-produced naphtha and fuel oil under

the fixed-point direct supply plan of naphtha and fuel oil issued by the State Administration of Taxation.

According to the Notice of the Ministry of Finance and National Development and Reform
Commission on implementation of phased price subsidies after international oil prices hit the upper limit
of regulation ( Caishui [2022] No. 185 ) ,Starting from June 14, 2022, when the price of crude oil in the
international market is higher than the state-prescribed upper limit of refined oil price control (US $130
per barrel), the central government will implement phased price subsidies for refined oil production and
operation enterprises (refining enterprises) that produce, process and import gasoline and diesel in China.
The amount of subsidies is calculated based on the actual sales volume of gasoline and diesel oil paid by

oil refining enterprises in a 10-working day period.
3. Resource tax

According to the "Resource Tax Law of the People's Republic of China", crude oil and natural gas

used for heating in the process of mining crude oil and transporting crude oil within the oilfield are exempt
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from resource tax; Crude oil and natural gas mined from low-abundance oil and gas fields are reduced by
20% resource tax; Natural gas with high sulfur content, tertiary oil recovery and crude oil and natural gas
extracted from deep-water oil and gas fields shall be reduced by 30% resource tax; Heavy oil and high

pour point oil will be reduced by 40%.

On March 29,2018, according to the Notice of the Ministry of Finance and the State Administration
of Taxation on Reducing Resource Tax on Shale Gas (Caishui [2018] No. 26), in order to promote the
development and utilization of shale gas, effectively increase the supply of natural gas. From April 1, 2018
to March 31, 2021, the shale gas resource tax (at the prescribed rate of 6%) will be reduced by 30%.0n
March 15, 2021, the Ministry of Finance and the State Administration of Taxation issued the
"Announcement on Extending the Implementation Period of Some Preferential Tax Policies"
(Announcement No. 6 [2021] of the Ministry of Finance and the State Administration of Taxation), and
the preferential tax policies will be implemented on March 31,2021.After the expiry, the enforcement

period was extended to December 31,2023.
4. Special oil gain

According to the Ministry of Finance's "Notice on Increasing the Starting Point of Special Oil Gain
(Caishui [2014] No.115), with the approval of the State Council, the Ministry of Finance decided to
increase the oil special gain starting point to 65 USD / barrel from January 1,2015,level 5 excess

progressive ad valorem rate calculation is still implemented.
5. Business income taxes

On April 23, 2020, the Ministry of Finance, the State Taxation Administration of The People's
Republic of China and the National Development and Reform Commission jointly issued the
Amnouncement on Continuation of Enterprise Income Tax Policy for Western Development
(Announcement No.23, 2020 of the National Development and Reform Commission of the Ministry of
Finance and the State Administration of Taxation). From January 1, 2021 to December 31, 2030, the
encouraged industrial enterprises located in the western region continued to collect enterprise income tax

at a reduced rate of 15%.

According to the provisions of the "Enterprise Income Tax Law of the People's Republic of China","
Implementation Regulations of the Enterprise Income Tax Law of the People’s Republic of China","
Measures for the Administration of the Identification of High-tech Enterprises" and "Guidelines for the
Administration of the Identification and Management of High-tech Enterprises” ,the enterprise income tax
is levied at a tax rate of 15%, and subsidiaries of the Group that have obtained the "High-tech Enterprise

Certificate" enjoy a preferential tax rate of 15%.

The Ministry of Finance and the State Administration of Taxation jointly issued the "Announcement
on Further Tmproving the Pre-tax Deduction Policy for R&D Expenses" (Announcement No. 13 of 2021),
which stipulates that from January 1, 2021, the R&D expenses of mamufacturing enterprises will be
deducted. The ratio has been increased from 75% to 100%, reducing the tax burden of manufacturing

enterprises.
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The Ministry of Finance and the State Administration of Taxation and the Ministry of Science and
Technology jointly issued the Announcement on Strengthening the Pre-Tax Deduction for Scientific and
Technological Innovation ( Caishui [2022] No.28 ) . From October 1, 2022 to December 31, 2022, the
new equipment and appliances purchased by high-tech enterprises during this period are allowed to be
deducted in the calculation of taxable income in the same year, and are allowed to implement 100%
additional deduction before tax. For enterprises that currently apply a pre-tax deduction of 75% of R&D

expenses, the pre-tax deduction will be increased to 100%.

The Ministry of Finance and the State Administration of Taxation issued the Announcement of the
State Administration of Taxation of the Ministry of Finance on Preferential Tax Policies for Enterprises to
Invest in Basic Research(Caishui [2022]No.32). Starting from Januvary 1, 2022, the expenditure on basic
research funded by enterprises to non-profit scientific and technological research and development
institutions, institutions of higher learning and government natural science funds shall be restricted. When
calculating the taxable income amount, it can be deducted before tax according to the actual amount
incurred, and can be deducted at the rate of 100% before tax. The income from basic research funds
received by non-profit scientific research institutions and institutions of higher learning from enterprises,

individuals and other organizations shall be exempted from enterprise income tax.

The Ministry of Finance and the State Administration of Taxation issued the "Announcement on the
Extension of the Implementation Period of Some Preferential Tax Policies"(Caishui [2022]No.4). From
January 1, 2022 to December 31, 2023, the qualified third-party enterprises engaged in pollution

prevention and control shall be taxed at a reduced tax rate of 15%.

The projects and subsidiaries invested by the Group abroad are paid in accordance with the contract
and the relevant tax regulations of the country where the taxes payable are paid in the country where they

are locate.
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Note:(1) Subsidiary type: 1. Domestic non-financial sub-enterprise, 2. Domestic financial sub-enterprise, 3.

Overseas sub-enterprise, 4. Public institution, 5. Infrastructure unit;
(2) Acquisition methods: 1. Investment establishment, 2. Business combination, 3. Others

(3) The level of the group company is level 1, the subsidiaries of the group company are level 2, and so on.

(IT) Original subsidiaries no longer included in the scope of consolidation in this period

During the current period, PetroChina Linyuan Refining Co., LTD., a subsidiary of the Group, is no
Jonger included in the scope of the merger due to cancellation, with a date of April 21, 2022.

(III) Entities newly included in the scope of consolidation in this period

The company has no new entities included in the scope of consolidation this year.

(IV) Relevant information of structured entities included in the scope of consolidated financial

statements
Current period Previous period
Investment entity
Quantity Amount Quantity Amount
CNPC Asset Management Co., Ltd. 71 2,235,030 50 2,510,733
Kunlun Bank Co., Ltd. 33 2,866,817 30 2,685,927

Judgment basis for the implementation of control over important structured entities included in the

scope of consolidation:

The Group periodically re-evaluates, judges whether to control structured entities, and decides
whether to include them in the scope of consolidation. In the evaluation and judgment, the Group
comprehensively considers the following facts and circumstances: the purpose of the establishment of the
structured entity, the activities and decisions that have a significant impact on the structured entity's return,
the dominant rights over the structured entity, and the variable return enjoyed by the participants in the
relevant activities of the structured entities , influence on variable returns of structured entities, and

relationships with other parties of structured entities.

At the same time, when determining whether the group is an agent or a principal, comprehensive
consideration should be given to: whether there is a single party with substantive rights that can
unconditionally remove the decision-maker, the scope of its decision-making power, the substantive rights
held by other parties, the reasons for remuneration levels for providing management and other services,

exposure to variable returns from any other arrangements, etc.

VIII. NOTES TO IMPORTANT ITEMS FINANCIAL STATEMENTS

In addition to the special note, the unit of amount is CNY ten thousand yuan; "End of period" refers
to December 31, 2022, and "beginning of the year" refers to January 1, 2022; the current period refers to

2022, and the previous period refers to 2021.
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(I) Cash and bank

Item Closing balance Opening balance
Cash 28,839 33,065
Bank deposit 28,259,604 23,560,133
Other cash and cash equivalents 3,845,487 3,545,946
Total 32,133.930 27,139.144
As of December 31,2022 the limited amount of ownership in the balance of monetary funds was
8,784,767 million yuan which was mainly in the form of time deposits maturing over three months, the
monetary funds deposited with the central banks statutory reserve, the central bank's fiscal deposits, etc.
(II) Placements with banks and other financial institutions
Item Closing balance Opening balance
Call loan to non-bank financial institutions 6,743,637, 5,979,581
Interest receivable of Funds lent 77,466 81,732
Due from Placements with Banks and Other 22773264 17,139,340
Financial Institutions
Interest receivable of Deposit interbank funds 184,996 STAT8
Less: bad debt provision for funds lent 146,710 132,063
Less: bad debt provision for interbank deposit 994 19,863
Total 29,631,659 23.106.205

(IIT) Held for trading financial assets

Items Fair value at the end of the period Fair value at the beginning of the period
Debt instrument investment 5,423,434 5,475,489
Equity instrument investment 284,717 131,397
Hybrid instrument investment 5,575,590 5,050,798
Other 19,982 21,459

Total 11,303,723 10,679,143

(IV) Notes receivable

Type Closing balance Opening balance
Bank acceptance 5,135 10,283
Trade acceptance 1,574 34,933

Total 6,709 45216
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(V) Accounts receivable

Age Closing balance Opening balance
Within 1 year 9,649,833 7,582,333
1 -2 years 622,931 606,672
2 - 3 years 434,175 538,977
Over 3 years
2,705,321 2,357,481
Sub-total 13,412,260 11.085.463
Less: provision for bad debts 3,153,140 2,670,506
Total 10.259.120 8414957
(VI) Receivables financing
Type Closing balance Opening balance
Notes receivable 394,097 254,043
Total 394,097 254.04
(VII) Prepayments
Age Closing balance Opening balance
Prepayments 11.900.132; 15.396.963
Less: Bad debt provision 61,365 58,609
Total 11,838,767 15,338,354
(VIII) Other receivables
Items Closing balance Opening balance
Interest receivable 50,738 56,458
Dividend receivable 718,354 110,300
Other receivables 6,042,129 3,591,200
Total 6.811.22] 5.757.958
1. Interest receivable
Ttems Closing balance Opening balance
Fixed deposits 40,534 32,861
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Items

Closing balance

Opening balance

Entrusted Loan 141
Bond investment 1,791 20,573
Others 8,272 3,024
ota] 50,738 56,458
2. Dividend receivable
Items Closing balance Opening balance
Dividend receivable within one year 678,631 66,308
Dividend receivable over one year 39,723 43,992
lotal 118,354 110.300
3. Other receivables
Age Closing balance Opening balance
Within 1 year 4,782,075 4,389,213
1 -2 vears 563,794 531,572
2 -3 years 310,173 300,932
Over 3 years 1,405,571 1,264,194
Sub-total 7,061,613 6.485.911
Less: provision for bad debts 1,019,484 894,711
Total 6,042,129 5,591,200
(IX) Buying back the sale of financial assets
Items Closing balance Opening balance
Bond 2,859,378 6,001,543
Others 2,200 205,020
Less: Bad debt provision 654
Total 2,861,578 6.205.909
(X) Inventories
Items Closing balance Opening balance
4,106,937 2.877,127

Raw materials
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Items Closing balance Opening balance
Goods in process 1,985,373 2,074,722
Inventory goods (finished products) 13,760,913 12,727,471
Contract performance cost 1,521,680 1,105,178
Others 158,347 115,996
Total 21,533.250 18,900,494
(XI) Contract assets
Items Closing balance Opening balance
Contract assets 6,712,899 7,555,350
Less: Provision for impairment of confract
assets 152,507 129,461
Total 6,560,392 425
(XII) Non-current assets due within one year
Items Closing balance Opening balance
Loans and advances due within one year 10,639,520 14,282,524
Debt i.nv.cstment measured at amortized cost 904,287 2781973
due within one year
Other debt investments measured at fair value
and whose changes are included into other 402,696 1,357,389
comprehensive income due within one year
Long-term receivables due within one year 1,080,964 999,298
Others 295,832
Total 13,027.467) 19.717.01
(XII) Other current assets
Items Closing balance Opening balance
Reclassified tax payable 6,427,969 5,808,962
Others 6,567,430 5,376,816
Total 12,995,399 11,185,778
(XIV) Loans and advances to customers
Ttems Closing balance Opening balance
Personal loans and advances 5,741,887 5,218,373
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Items Closing balance Opening balance
credit card 65,710 76,890
Housing mortgage 2,181,370 2,144,420
Others 3,494,807 2,997,063
Corporate loans and advances 6,949,767 6,068,456
loan 3,383,728 6,102,722
Discount 3,519,046 2,424,588
Others 46,993 -2,458,854
Total loans and advances 12,691,654 11,286,829
Less: reserve for loan losses 967,492 1,141,377
Among: combined accrual amount 967,492 1,141,377
Book value of loans and advances 11,724,162 10,145.452
(XV) Debt investments
Items Closing balance Opening balance
Treasury bond investment 45,275 1,504,340
Enterprise bond investment 300 5,852
Entrusted loan 224,711 280,798
Bond investment 3,513,299 1,378,892
Trust products 2,762,201 4,020,954
Interest receivable 74,487 64,139
Others 2,304,400 2,962,896
Subtotal 8.924.673 10.217.871
Less: Non-current liabilities due within one
904,287 2,781,973
year
Other current assets 258,236 368,273
Total 1,762.150 1.067.625
(XVT) Other debt investments
Ttems Closing balance Opening balance
Treasury bond investment 213,658 41,180
Financial bond investment 1,386,599 1,285,584
Enterprise bond investment 958,966 749,492
58
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Items

Closing balance

Opening balance

Others

46,262 39,863
Total 2,605,485 2,116.11
(XVII) Long-term receivables

Items Closing balance Opening balance
Financing lease 3,976,910 3,611,595
Among: unrealized financing gains 701,746 633,804
Installment sales 4,894 1,389
Installment service 12,576 26,776
Others 1,283,315 1,118,183

Total 5,277,695 4,757,943

(XVIII) Long-term equity investments

1. Classification of Long-term equity investments

Items Opening balance | Increase during the period Decrease during the period Closing balance
Investment in joint
venture 4,251,883 723,838 424,866 4,550,855
Investment in associated )
enterprise 27,657,070 3,271,671 2,534,935 28,393,806
Subtotal 31.908,953 3,995,509 2,959,801 32,944,661
less: impairment for long
term equity investments 114,384 519454 10,103 623,735
Total 31,794,569 3,476,055 2,94 2.320,92
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(XIX) Other non-current financial assets

Items Closing Fair value Opening Fair value
Debt instrument investment 3,098,581 3,120,820
Equity instrument investment 25,823 245,407
Total 3,124.404 3,366,227
(XX) Fixed assets
Items Closing balance Opening balance
Fixed assets 63,028,097 58,247,156
Fixed assets cleanup 95,577 86,484
Total 12 4 o} 64

Details of fixed assets

Items Opening balance | Increase in the period | Decrease in the period | Closing balance

1. Original carrying value 155,159,066 13,396,298 2.82 1 2 1
Among: Housing and buildings (including land,

oil gas station) 37,170,004 2,532,305 559,561 39,142,748
Machinery and equipment 106,424,984 10,213,990 1,719,363 114,919,611
Transportation equipment 5,427,319 206,002 321,669 5,311,652
Others 6,136,759 444,001 228,190 6,352,570
II._Accumulated depreciation 86,715.031 6,887,341 1,934.609 91,667,763
Among: Housing and buildings (including land,

oil gas station) 16,144,620 1,537,218 300,044 17,381,794
Machinery and equipment 63,328,034 4,742,989 1,147,781 66,923,242
Transportation equipment 3,497,217 250,287 280,197 3,467,307
Others 3,745,160 356,847 206,587 3,895,420
III,_Net value 68,444.035 _— _ 74.058.818
Among: Housing and buildings (including land, .

oil gas station) 21,025,384 B — — 21,760,954
Machinery and equipment 43,096,950 _— S 47,996,369
Transportation equipment 1,930,102 - . 1,844,345
Others 2,391,599 _ — 2,457,150
1V, Provision for impairment 10,196.879] 1,122,400 288.558 11.030,721
Among: Housing and buildings (including land,

oil gas station) 1,924,049 475,067 130,709 2,268,407
Machinery and equipment 7,178,773 508,642 130,224 7,557,191
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Items Opening balance | Increase in the period | Decrease in the period | Closing balance
Transportation equipment 248,946 3872 22,392 230,426
Others 845,111 134,819 5,233 974,697
V. Book value 58,247.156 —_ —_— 63,028,097
Among: Housing and buildings (including land,
oil pas station) 19,101,335 —_ —_— 19,492,547
Machinery and equipment 35,918,177 — . 40,439,178
Transportation equipment 1,681,156 R — 1,613,919
Others 1,546,488 _— —_— 1,482,453
(XXT) Construction in progress
Closing balance Opening balance
Items
Book balance | Provision for Book value Book balance | Provision for Book value
impairment impairment
Oil and gas new energy 18,110,731 823,962 17,286,769 15,636,533 783,005 14,853,528
Refining new materials 2,804,828 103,817 2,701,011 5,793,078 230,116 5,562,962
Sales 744,842 43,472 701,370 989,894 56,118 933,776
Natural gas sales 1,323,541 262,833 1,060,708 1,427,635 225,844 1,201,791
Oilfield technical service 167,838 19,583 148,255 117,890 376 117,514
Engineering construction 34,341 34,341 32,439 32,439
Equipment Manufacturing 59,413 6,832 52,581 36,623 6,699 29,924
Headquarters and others 3,411,272 197,089 3,214,183 2,628,157 459,954 2,168,203
Engineering materials 576,914 10,966 565,948 1,093,663 11,806 1,081,857
Total 27.233.720 1.468.554 25,765,166 2 12 1,773.918 25,981.994
(XXII) Oil and gas assets
Details of Oil and gas assets
Items Opening balance | Increasein the period | Decrease in the period Closing balance
1._Original carrying value 279,135,526 30,833,773 1,273,579 302,695,720
Among:mineral interest 10,004,872 1,112,422 11,117,294
Wells and related facilities 269,130,654 29,721,351 7,273,579 291,578,426
II._Accumulated depletion 173,235,161 24,720,780 5,108369 192 847,572
Among:mineral interest 2,231,820 288,493 2,520,313
Wells and related facilities 171,003,341 24,432,287 5,108,369 190,327,259
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Items Opening balance | Increase in the period | Decrease in the period Closing balance

IIL,_Oil and gas assets provision for 640.715 0

impairment

Among:mineral interest 3,276,588 584,751 3,861,339
Wells and related facilities 7,364,127 1,115,590 187,513 8,292,204
IV, Oil and gas assets book value 95,259,650 b — 97.694.605
Among:mineral interest 4,496,464 —_— —_ 4,735,642
Wells and related facilities 90,763,186 — —— 92,958,963

(XXHI) Right-of-use assets

Items Opening balance | Increase in the period | Decrease in the period Closing balance
L. Original carrying value 6,285,698 1,427,478 1,015,442 6,697,734
Among: Land 383,066 191,559 118,194 456,431
Housing and buildings 5,260,919 653,094 554,048 5,359,965
Machinery and Transportation equipment 409,541 548,869 235,428 722,982
Others 232,172 33,956 107,772 158,356
II. Accumulated depreciation 1.701.473 1.117.193 554,829 2.263.837
Among: Land 117,275 65,381 48,273 134,383
Housing and buildings 1,364,387 751,806 342,185 1,774,008
Machinery and Transportation equipment 135,238 265,658 124,025 276,871
Others 84,573 34348 40,346 78,575
III. Net value 4,584,225 —_— — 4,433,897
Among: Land 265,791 — — 322,048
Housing and buildings 3,896,532 — —_— 3,585,957
Machinery and Transportation equipment 274,303 I R 446,111
Others 147,599 —_ e 79,781
IV Provision for impairment 816 6,795 7.611
Among: Land
Housing and buildings 816 6,795 7,611
Machinery and Transportation equipment
Others
V. Book value 4.583.409 _ e 4.426.286
Among: Land 265,791 e E— 322,048
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Items

Opening balance

Increase in the period

Decrease in the period

Closing balance

Housing and buildings

3,895,716 —_ — 3,578,346
Machinery and Transportation equipment 274,303 S e 446,111
Others 147,599 — —_ 79,781

(XXIV) Intangible assets
Items Opening balance | Increase in the period | Decrease in the period Closing balance

L,_Original carrying value 16,829,624 1,382,001 624,934 17,586,691
Among: Software 1,840,032 233,001 141,922 1,931,111
Land use rights 11,382,685 738,722 272,966 11,848,441
Patent 540,226 189,201 145,593 583,834
Non-patented technology 372,485 158,343 3,115 527,713
Trademark right 64,317 5,216 69,533
Copyright 947 947
Franchise 2,372,538 44,749 15,334 2,401,953
Others 256,394 12,769 46,004 223,159
II._Accumulated amortization 6,099.748 791,647 296.630 6,594,765
Among: Software 1,362,778 175,897 95,027 1,443,648
Land use rights 2,948,146 361,617 42,794 3,266,969
Patent 430,244 29,737 126,972 333,009
Non-patented technology 306,825 137,658 2,295 442,188
Trademark right 8,759 141 8,900
Copyright 427 93 520
Franchise 926,320 77,046 3,815 999,551
Others 116,249 9,458 25,727 99,980
1II,_Provision for impairment 131.916 50741 20.661 161.996
Among: Software 22,261 2,427 1,963 22,725
Land use rights 39,294 18,163 399 57,058
Patent 21,054 241 21,295
Non-patented technology 13,744 13,744
Trademark right 6,596 609 7.205
Copyright

Franchise 23,545 11,002 34,547
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Items Opening balance | Increase in the period | Decrease in the period Closing balance
Others 5,422 18,299 18,299 5,422
V. Net book value 10,597,960 _ e 10,829,930
Among: Software 454,993 —_— e 464,738
Land use rights 8,395,245 _— — 8,524,414
Patent 88,928 _— —_— 229,530
Non-patented technology 51,916 —_ —_— 71,781
Trademark right 48,962 S —_ 53,428
Copyright 520 —_— _— 427
Franchise 1,422,673 _— —_— 1,367,855
Others 134,723 _ e 117,757
(XXYV) Goodwill

1. Book value of goodwill

Name of investee or matters forming . Increase in the Decrease in the .
. Opening balance . B Closing balance
goodwill period period
Tianjin Yingluowa Overseas Subsidiary 50,995 50,995
Others (Note) 812,200 60,789 452 872,537
Less: provision for impairment of goodwill 55,400 126,972 182,372
Total 807.795 -66,183 452 741,160

Note : It is mainly related to the acquisition of Singapore Petroleum Company and Petroineos Trading

Limited in 2009 and 2011 respectively; This year's changes are mainly affected by exchange rate changes.

2. Goodwill impairment reserve

Name of investee or matters forming

Opening balance

Increase in the

Decrease in the

Closing balance

goodwill period period
Tianjin Yingluowa Overseas Subsidiary 50,995 50,995
Others (Note) 4,405 126,972 131,377
Total 55.400 126,972 182,372

Note :At the end of each year, the Group conducts impairment test in combination with asset groups

related to goodwill. The discount rate is the pre-tax interest rate that reflects the time value of the current

market currency and the specific risks of related asset groups. After comparing the present value of the

recoverable amount with the book value of the asset group containing goodwill, the Group recognizes the
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corresponding impairment.

(XXVI) Deferred tax assets and Deferred tax liabilities

Deferred tax assets or liabilities after the offset and the corresponding after-offset deductible or taxable

temporary differences
Deferred income tax Deductible or taxable Deferred income tax Deductible or taxable
assets or liabilities temporary differences assets or liabilities temporary differences
Items after offsetting at the after offsetting at the after offsetting at the after offsetting at the
end of the reporting end of the reporting beginning of the beginning of the
period period reporting period reporting period
I. Deferred income tax
assets
Impairment on assets 1,485,495 6,618,571 1,191,879 5,360,911
Deductible lass 371,239 1,517,732 400,950 1,658,377
Asset depreciation and
depletion 48,304 194,792 50,411 192,536
Payroll payable 154,037 664,790 147,531 770,282
Estimate liabilities 55,829 238,919 76,345 337,157
Others 2,388,661 10,177,038 1,802,442 9,812,725
Subtotal 4,503,565 19.411.842 3.669,558 18,131.988
Offset -1,551,051 -1,500,124
Total 2,952,514 19,411,842 2.169.434 18,131,988
1. Deferred income tax
liabilities
Changes in fair value of
financial assets included in s
other comprehensive 4,116 16,464 1,139 4,558
income
Changes in fair value of
trading financial assets 243,403 975,540 274,116 1,076,112
Asset depreciation and
depletion 2,468,249 9,353,180 2,898,766 12,735,923
Others 2,824,018 12,888,534 2,754,614 11,517,097
Subtotal 5.539.786 23.233.718 5.928.635 25.333.690
Offset -1,551,051 -1,500,124
Total 3,988,735 23233718 4428511 25.333.690
(XXVII) Other non-current assets
Items Closing balance Opening balance
Commercial reserve crude oil 2,432,667 1,909,901
Others 1,148,347 1,116,489
Total 3.581.014 3.026,390
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(XXVIII) Short-term loans

Items Closing balance Opening balance
Pledged loan 10,500
Mortgage loan 15,360
Guaranteed loan 139,292 49,032
Credit loan 7,160,098 6.828,819
Total 7.299.390 6,903,711
(XXIX) Deposit funds
Items Closing balance Opening balance
Inter-bank lending 5,718,875 4,905,504
Total 3.718.875 4,905,504
(XXX) Notes payable
Type Closing balance Opening balance
Bank acceptance 933,688 500,323
Trade acceptance 4,631,250 6,355,976
Total 5,564,938 6.856,299
(XXXI) Accounts payable
Age Closing balance Opening balance
Within 1 year (incluing 1 year) 35,850,743 31,408,403
I-2year (incluing 2 year) 2,365,084 2,068,844
2-3 year (induing 3 year) 1,052,064 889,621
Over 3 year 2,127,171 1,862,643
Total 41,395,062 36.229,511
(XXXII) Deposit received
Age Closing balance Opening balance
Within 1 year (incluing 1 year) 100,582 117,412
Over 1 year 93,644 154,449
Total 194,226 271.861
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(XXXIII) Contract liabilities

Items Closing balance Opening balance
Sales amount of natural gas, crude oil and
7,733,659 7,848,065
refined oil
Engineering construction and technical
) 2,165,042 1,787,921
services
Others 1,050,349 922,394
Total 10,949,050 10.558.380
(XXX1V) Absorption of deposits and interbank deposits
Items Closing balance Opening balance
Deposit absorption
Current deposit 4,849,065 4,352,882
Among: corporate customers 1,847,341 2,095,382
individual custorer 3,001,724 2,257,500
Time deposit 13,439,435 10,803,839
Among: corporate customers 5,783,055 4,705,072
individual customer 7,656,380 6,098,767
Other deposits (including outward
remittance and payable remittance, etc.) 1,198,174 1,179,401
Among; Fiscal deposits 10,162 6,098
Security deposit 1,161,452 1,139,118
Remittance payable 26,560 34,185
Interest payable 497,338 498,909
Total 19,984,512 16.835.031
Interbank deposit 3,717,502 3,589,400
Total 23,702,014 20,424,440
(XXXV) Employee benefits payable
Items Closing balance Opening balance
Short term salary 6,336,614 4,568,380
Post-employment benefits-set up a
contribution plan 7,589 33,026
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Items

Closing balance

Opening balance

Termination benefits

29,356 6,000
Other benefits due within one year 12,197 12.917
Others 1,781 15
sl 6387531 4620.338
(XXXVI) Taxes payable
Items Closing balance Opening balance
VAT 1,043,208 950,815
Consumption tax 843,624 4,380,334
Resource tax 244,713 294,813
Enterprise income tax 2,284,449 1,555,694
Urban maintenance and construction tax 133,033 215,814
Property tax 25,321 22,927
Land use lax 54,477 77,766
Individual income tax 229,329 178,611
Education surcharge (including local education
surcharge) 164,423 214,619
Others 1,720,950 920,943
Total 6.743.527 8.812.336
(XXXVI11) Other payables
Items Closing balance Opening balance
Interest payable 503,322 774,353
Dividend payable 65,707 59,133
Other payables 7,270,030 7,039,600
Total 7.839.059 1.873.086
1. Interest payable
Items Closing balance Opening balance
Interest on long-term borrowings due in )
installments 7213 13,561
Interest of corporate bond 472,751 740,105
Interest payable of short-term borrowings 474 417
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Items

Closing balance

Opening balance

Others

22,884 20,270
Total 503,322 774,353
Note: The Company has no significant overdue and unpaid interest this year.
2. Dividends payable
Ttems Clesing balance Opening balance
Common stock dividends 65,707 56,133
Total 65,707 59,133
Note: The Group has no significant unpaid dividends payable for more than one year at the end of the year.
3. Other payables
Items Closing balance Opening balance
Deposit and security deposit received 939,942 793,224
Rent payable for fixed assets and packaging
from operating leases 329 7,298
Settlement amount payable for joint venture
and cooperation, etc. 493,732 379,131
Others 5,836,027 5,859,947
Total 7,270,030 7,039.600
Note: Others mainly include residential maintenance funds, social security funds and other escrow funds,
collection and payment, etc.
(XXXVIII) Non-current liabilities due within one year
Items Closing balance Opening balance
Long-term borrowings due within one year
4,061,175 17,624
Bonds payable due within one year
8,635,041 8,919,798
Long-term accounts payable due within one year
20,171 50,176
Other long-term liabilities due within 1 year
522,089 499,540
Total
13.238.476 9.487,138
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(XXXIX) Other current liabilities

Items Closing balance Opening balance
Interbank certificate of deposit 3,797,777 3,661,855
Commercial paper 341,072 802,366
Short-term bonds payable 3,400,000
Others 1,752,094 1,023,316
Total 9,200,043 5,487,537

(XL) Long-term loans

Items Closing balance Opening balance Ending interest rate range (%)
Pledged loan 425,160 533,141 1.20-5.39
Mortgage loan 170,212 303,439 3.35-8.19
Guaranteed loan 690,003 669,063 2.00-5.80
Credit loan 3,702,295 7,641,722 1.02-6.80
Total 4,987,670 9,147,365 —_—
(XLI) Bonds payable
1. Bonds payable
Items Closing balance Opening balance
Medium-term notes 9,868,000 16,100,000
Enterprise bonds 1,998,096 1,997,587
Corporate bonds 1,100,000 3,495,859
Financial bonds 449,617
Offshore bonds 1,661,696 2,386,677
Total 14,627,792 24.429.740

2. Details of Bonds payable:

Name of Bond Issue date Term(year) Annual interest rate(%) Closing balance
(1) Medium-term notes _ — JR— —_—
19PetroChina MTNOO1 2019.01.07 5 3.77 1,000,000
19PetroChina MTN002 2019.01.14 5 2.15 130,000
19PetroChina MTNOOS 2019.10.16 5 3.58 1,000,000
19PetroChina MTN006 2019.10.16 5 3.58 1,000,000
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Name of Bond Issue date Term(year) Annual interest rate(%) Closing balance
20PetroChina MTN002 2020.03.20 5 2.99 1,000,000
20PetroChina MTN003 2020.03.20 5 2.99 1,000,000
22PetroChina MTNO0O1 2022.07.05 2 2.35 900,000
19PetroChina MTNOO1 2019.01.22 5 345 313,000
19PetroChina MTN002 2019.01.22 3 345 275,000
19PetroChina MTNQ03 2019.02.21 5 3.66 1,000,000
19PetroChina MTN004 2019.02.21 5 3.66 1,000,000
19PetroChina MTNO05 2019.04.22 5 3.96 1,000,000
22PetroChina GN0O1 2022.04.27 3 2.26 50,000
22PetroChina GN002 2022.06.15 3 2.19 200,000

(2) Enterprise bonds _ —_— I —_—
10PetroChina 02 2010.08.13 15 4.16 999,265
12PetroChina 04 2012.02.21 15 5 998,831

(3) Corporate bonds —_— _— JR— -
12PetroChina 03 2012.11.22 15 5.04 200,000
16PetroChina 02 2016.01.18 10 3.5 470,000
16PetroChina 04 2016.03.01 10 3.7 230,000
16PetroChina 06 2016.03.22 10 3.6 200,000

(4) Offshore bonds —_— _ P -
11PetroChina Offshore bonds 2011.04.20 30 5.95 343,286
20PetroChina Offshore bonds 2020.06.16 5 1.35 625,812
20PetroChina Offshore bonds 2020.06.16 10 2 345,776
Kunlun Energy Co., Ltd. Senior )

2015.05.13 10 3.75 346,822
Notes
Jotal —— — — 14,627,792
(XLIX) Accrued liabilities

Items Closing balance Opening balance
ARO 14,952,049 13,588,566
External guarantee 30,279 192,231
Pending litigation 203,896 279,877
Others 912,780 948,507
Total 16,099,004 15.009.181
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(XLIII) Other non-current liabilities

Items Closing balance Opening balance
Other trust stakeholders' rights 118,162 256,413
Deposit margin 1,000 1,000
Bank agency business net liabilities 31,810 14,850
Others 8,454 8,565
Total 159.426 280.828

(XLIV) Paid-in capital
Opening balance Closing balance
Increasein | Decrease in
Investors Investment the period the period Investment
Percentage (%) Percentage (%)
amount amount

State capital 48,685,500 100.00 20,000 48,705,500 100.00
Total 48,685,500 100.00 20.000 48,705,500 100.00

(XLV) Capital reserve

Items Opening balance Increase in the period Decrease in the period Closing balance
Capital (share) premium 4,204,191 4,204,191
Other capital reserve 22,698,143 1,644,183 1,721,333 22,620,993
Total 26,902,334 1.644.183 1,721,333 26,825,184
(XLVI) Surplus reserve
Items Opening balance Increase in the period | Decrease in the period Closing balance
Statutory surplus reserve 14,445,673 362,757 14,808,430
Discretionary surplus reserve 94,085,474 94,085,474
Others 38 38
Total 108,531,185 362,757 108,893,942

(XLVII) Operating revenue and operating cost

Amount for this period

Amount for previous period

Ttems
Revenue Cost Revenue Cost
1. Main operating 336,842,729 252.987.230 277.641.396 213.845.612
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~ F-164 —



Amount for this period Amount for previous period
Items

Revenue Cost Revenue Cost
Including: Selling goods 349,120,388 266,995,158 284,918,609 222,746,871
Providing services 32,605,548 30,655,633 29,699,867 28,489,510
Transferring the right to use assets 142,711 80,941 459,641 351,811
Reclassification adjustment and offset -45,025,918 44,744,502 -37,436,721 -37,742,580
2. Other operating 421917 215.428 498,553 374,826
Including: Material sales 231,387 134,966 332,256 310,158
Rental of fixed assets 190,310 80,462 166,006 64,668

Others 220 291
Total 337.264,646 253,202,638 278,139,949 214.220.438
(XLVIII) Selling expenses

Items Amount for this period Amount for previous period
Employee benefits 2,753,316 2,738,353
Depreciation, depletion and amortization expenses 1,554,004 1,581,937
Shipping fee 1,156,891 1,661,925
Technical service fee 267,422 280,129
Warehousing and storage fee 183,751 171,725
Rental fees 158,861 215,184
Maintenance and repair costs 112,871 129,641
Electricity fee 82,406 78,672
Fuel and material consumption 53481 75,852
Loading fee 73,102 72,721
Other fees 1,085,590 934,308
Total 7.481,695 7,940,447

(XLIX) General and administrative expenses

Items Amount for this period Amount for previous period
Employee benefits 6,677,582 5,606,491
Safety production cost 708,459 589,995
Depreciation, depletion and amortization expenses 634,539 714,164
Maintenance fee of information system 314,850 279,174

=
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Items

Amount for this period

Amount for previous period

Rental fees 257,835 248,585
Technical service fee 211,643 197,648
Property management fee 169,289, 146,815
Consulting audit fee 159,733 144,077
Maintenance and repair costs 99,629 112,220
Shipping fee 94,560 85,661
Other fees 29,916 315,810
Total 2.358.035 8.440.640
(L) Financial expenses
Items Amount for this period Amount for previous period
Interest expense 2,064,548 2,120,179
Less: Interest income 1,125,802 711,569
Net exchange gains 1,105,820 -737,613
Others 121,234 97,992
Total 45,840 2244215
(L1) Other income
Items Amount for this period Amount for previous period
Import of natural gas / LNG VAT levied first
1,400,636 860,601
and then retumed
Subsidy for Tight Gas Development and
146,586 212,829
Utilization
Subsidy for development and utilization of
140,490 195,811
shale gas
Subsidy for development and utilization of
25,144 26,180
coalbed methane
VAT will be levied and refunded after VAT
12,060 16,319
reform
Nationat Oil and Gas Project 7.635 10,251
Others 182,463 236,567
Total 1.915.064 1.558.558
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(LII) Investment income

Sources of investment income

Amount for this period

Amount for previous period

Long-term  equity investment income

2,474.92
accounted by equity method A14.921 1,911,695
Investment income from disposal of long-term
o -17,532 2
equity investment 7 080,735
[nvestment income from holding trading
. 447,563 382,361
financial assets
Investment income from disposal of trading
. 9,839 6,495
financial assets
Interest income during the holding period of]
. 67,040 44,202
other debt investments
Interest income during the holding period of|
; 225,895 301,514
debt investment
Income from disposal of other debt investment 14 8,097
Dividend income obtained during holding
o 2,220 2,086
other equity instruments
Investment income from disposal of other
. 2,630 22,179
equity instruments
Investment losses artsing from the disposal of!
o - -2,893,119
derivative financial instruments
Others 124,373 -137,057
Total 443,850 4,622307
(LIII) Credit impairment losses
Items Amount for this period Amount for previous period
Bad debt loss -715,641 -363,643
Credit impairment loss of debt investment -160,291 -175.625
Impairment loss of loans 85,048 -46,672
Other credit impairment losses 54,926 8,564
Total -845.810 -571.376
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(LIV) Asset impairment losses

Items Amount for this period Amount for previous period
Impairment loss of oil and gas assets -1,547 482 -2,104,990
Inventory falling price loss -1,061,057 -533,252
Impairment loss of fixed asset -778,363 -541,859
Impairment loss of long-term equity
‘ 497,260 -44,426
nvestment
Impairment loss of construction in progress 205,793 -395,478
Impairment loss of contract assets 46,815 -16,792
Impairment loss of intangible assets -28,987 -10,433
Others -311,436] -8,899
Total 4.477,193 -3.656.129

(IV) Gains from asset disposals

Items Amount for this period Amount for previous period
Net income from non-current asset disposals 119,472 125,655
Net income from non-monetary asset exchange 29,968 9,734
Others 49 14,758

Total 149489 150,147

Note: The net income from non-current asset disposals is mainly the net income from disposals of fixed

assets and intangible assets.

(LVI) Non-operating income

Items Amount for this period” Amount for previous period
Government subsidies unrelated to the daily
activities of the enterprise 157845 402,928
Accounts payable that cannot be paid 79,007 89,924
Compensation income 30,133 26,740
Penalty income 24,809 11,341
Accept donations 526 309
Others 302,611 266,443

Total 594,931} 797,685
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(LVII) Non-operating expenses

Items Amount for this period Amount for previous period
Gains from destruction and retirement of
non-current assets 137,967 093,087
External donation 64,949 67,391
Expenditure on maintaining stability 594,593 565,122
Others 959,452 1,921,081
Total 3,756,961 4,646,681
(LVIII) Income tax expense
Items Amount for this period Amount for previous period
Current income tax 9,909,117 5,404,194
Adjustment deferred income tax 1,258,079 1,217,148
Total 8651038 6.621.342

(LIX) Other comprehensive income attributable to the parent company

Items of other comprehensive income and the impact of income tax and transferred to profit or loss

Ttems

Amount for this period

Amount for previous period

Amount
before tax

Income tax

Net after
tax

Net after
tax

Amount

before tax Income tax

1.  Other comprehensive income will not be

reclassified to profit or loss subsequently

-418.504

4.266

-422.770

8.102 -6.943 15.045

1. Changes in re-measurement on the defined

benefit plans

4,097

4,097

175 175

2.0ther comprehensive income attributable to
investees under equity method that maybe

reclassified to profit or loss

3. Changes in fair value of investments in

other equity instruments

-422,609

4,266

426,875

7,927 -6,943 14,870

4. Changes in the fair value of the company's

own credit risk

5. Others

II. Other comprehensive income that will

be reclassified into profit or loss in the future

4,660.907

-8.337

4.669.244

-1.016.266 10.128 -1.026.394
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Items

Amount for this period

Amount for previous period

peroreruy_| Imeometax | N T | et | Mneometax | N

1. Share in other comprehensive income that
the investee will later reclassify to profit or 23,306 23,306 42294 9,469 32,825
loss under the equity method
Less: included in other comprehensive
income in the previous period and transferred
to profit or loss in the current period

subtotal 23,306 -23.306 42,294 9,469 32,825
2. Changes in fair value of other debt
investments -55,622 -8,816 46,806 7,517 808 6,709
Less: included in other comprehensive
income in the previous period and transferred 9,636 9,636
to profit or loss in the current period

subtotal -65.258 -8.816 -56.442 7.517 808 6,709
3. Provision for credit impairment of other
debt investments 1,424 479 945 -733 -149 -584
Less: included in other comprehensive
income in the previous period and transferred
to profit or loss in the current period
4. Cash flow hedge reserve (effective part of
cash flow hedge profit and loss) 940,695 940,695
Less: Adjustment transferred to the initially
recognized amount of the hedged item
Included in other comprehensive income in
the previous period and transferred to profit
or loss in the current period

subtotal 940.695 940.695
5. Differences in translation of foreign
currency financial statements 3,807,352 3,807,352 | -1,065,344 -1,065,344
Less: included in other comprehensive
income in the previous period and transferred
to profit or loss in the current period

subtotal 3.807.352 3.807.352 | 1065344 -1.065.344
ITT, Total other comprehensive income 4.242.403 4071 4246474 | -1.008.164 3.185 | 1011349
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(LXT) Consolidated cash flow statement

1. Adjust the Net Profit to the Cash Flow Information of Operating Activities

Items

Amount for this period

Amount for pervious period

1. Net profit adjusted to cash flows from operating activities

Net profit 18,035,548 10,026,332
Plus: Provision for asset impairment 4477,193 3,656,129
Losses from credit impairment 845,810 577,376
Depreciation of fixed assets, depletion of oil and gas assets and
21,987,222 21,714,533
depreciation of productive biological assets
Depreciation of right-of-use assets 1,117,193 491,420
Amortization of intangible assets 576,261 531,164
Amortization of long-term deferred expenses 681,462 513,382
Losses on disposal of fixed assets, intangible assets and other
-149,489 -150,147
long-term assets (“-” for income)
Losses from scrapping of fixed assets (“-” for income) 2,087,194 2,093,087
Losses from changes in fair value (“~” for income) 796,770 -639,771
Financial expenses (“-” for income) 1,039,190 2,120,180
Investment losses (“-” for income) -443 850 4,622,307
Decreases in deferred income tax assets (“-” for increases) -828,702 933,077
Increases in deferred income tax liabilities (- for decreases) -429,377 284,071
Decreases in inventories (“-” for increases) -3,071,960 -1,544,502
Decreases in operating receivables (“-” for increases) 630,357 1,638,591
Increases in operating payables (“-” for decreases) 6,086,150 1,194,911
Others 1,418,750
Net cash flows from operating activities 53,436,972 40,236,276
2. Significant investing and financing activities not involving cash receipts . .
and payments
Conversion of debt into capital
Convertible corporate bonds maturing within one year
Fixed assets acquired under financing lease
3. Net changes in cash and cash equivalents I —
Ending balance of cash 35,335,146 23,672,499
Less: beginning balance of cash 23,672,499 20,659,302
Plus: ending balance of cash equivalents 4,959,598 8,449,619
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Items Amount for this period | Amount for pervious period

Less: beginning balance of cash equivalents 8,449,619 6,331,008
Net increase in cash and cash equivalents 8,172,626 5,131,308
2. Net cash obtained from subsidiaries and received and disposed of subsidiaries in this period
Items Amount
1. Cash or cash equivalents paid in the current period for business combinations occurring in the current period 6,179
Less: cash and cash equivalents held by the company on the date of purchase 1,831
Plus: cash or cash equivalents paid in the current period for business combinations occurring in previous periods 41,652
Obtain the net cash paid by the subsidiary 46,000
2. Dispose of cash or cash equivalents received by subsidiaries in the current period 155,110
Less: cash and cash equivalents held by the company on the date of loss of control
Plus: dispose of cash or cash equivalents received by subsidiaries in the current period in previous periods 344,494
Net cash received from disposal of subsidiaries 499,604

3. Composition of cash and cash equivalents

Items Closing balance Opening balance

1. Cash 35,335,146 23,672,499
Including: cash on hand 28,839 33,065
Unrestricted bank deposit 20,288,020 11,575,445
Other unrestricted cash and cash equivalents 3,843,781 3,543,835
Unrestricted deposits in central bank 123,566 161,340
Deposits in banks and other financial institutions 11,050,940 8,358,814
Loans to banks and other financial institutions

2. Cash equivalents 4,959,598 8,449,619
Including: bond investments maturing within three months 555,591 907,409
3. Ending balance of cash and cash equivalents 40,294,744 32,122,118

Including: cash and cash equivalents restricted for use by the parent company or

subsidiaries in the Group
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IX. CONTINGENCIES
(I) Contingent liabilities

1. Contingent liabilities arising from unresolved litigation or arbitration

As at 31 December 2022, the subject matter of the Group due to pending litigation or arbitration
amounted to RMB224,3.95 million.

2. Contingent liabilities arising from the provision of debt guarantees for other units

As at 31 December 2022, the Group provided guarantees amounting to RMB851,181,682 million, of
which: RMB78,860,5.85 million were provided for subsidiaries; The guarantees provided to the
participating enterprises amounted to RMB 494.266.35 million, mainly for financing guarantees and
performance guarantees; Guarantees provided to external units of the Group amounted to $1,378,4.62

million, mainly for financing guarantees and performance guarantees.
(II) Contingent assets

The Group has no significant contingent assets during the period.

X. EVENTS AFTER THE BALANCE SHEET DATE

As of the approval date of the financial report, the Group has no significant events after the balance

sheet date that should be disclosed.

XI. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

The Group did not have any significant related party transactions during the year.
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