








Chairman’s Statement (continued)
F R E(HE)

¢ Advanced horizontal drilling technology has been successfully
applied to the Northeast China and US projects: In 2012, we
commenced horizontal drilling program both in the shale oil
projects in USA and in the low permeability projects in Northeast
China. Of the 8 horizontal wells we drilled as an operator, 5 are in
Northeast China and 3 already producing as completed horizontal
multi-stage fractured wells. We drilled the remaining 3 horizontal
wells in the USA’s Niobrara oil shale and all 3 wells were
successfully completed and put on production in 2012 or early
2013. The successful application of horizontal drilling technology
enables us to improve the recovery factor of the unconventional
oilfields and in turn the profitability of these oilfields. We intend to
apply the horizontal drilling technology to the Emir-Oil project in
Kazakhstan and unconventional gas projects for Linxing and
Sanjiaobei of SGE.

¢ Acquisition of PCR further improved the Company’s reserve
portfolio and cash flow: In December 2012, the Company
acquired 100% equity interest of PCR. The principal business
activity of PCR is to develop the Kongnan block within Dagang oil
field under a PSC with PetroChina. The project has been in the
commercial production phase since 2009. This producing asset
contributes and will continue to contribute stable free cash flow to
the Company. Despite the relevant small scale of the project, the
acquisition is an important step for the Company to further improve
its reserve portfolio and cash flow.

For 2013, the Company will continue to improve its technology,
management system and human resources, and to optimize existing
assets including expediting the development program of Emir-Oil and
SGE projects so as to convert reserves and resources into cash flow.

14  MIE HOLDINGS CORPORATION o ANNUAL REPORT 2012

o N YK T I B E A bk R 3 AR
BRALIEH RERIEH : —F— 4
FAM 2 Bl A A 2 R AL A (RS Tk I H
FEBEMEAMER FER TS5 O30
AP > o AL 2 SR 3 1
JKT-H B E W - 11T %5 B Niobrara B # i
F)3 Kt R b » Wi =& ——
o SRR E o KCF IR B
AT BT E T - AT A o] LA — 25
MR R IE E B Y B R R i
— 5 v S A B R R R
72 Sy 0 ZL R RE 1 o K T3 BE S B Al
0 ke 12525 JRE T 8 A 1 5 0T 4L A9 Emir-
OilJEa H YA X SGER B BLFN =2z b1 H I -

o ZEERBUR MM ME — 2B AL T 2 Y K
BB ER: ZF—ZFTHH > K
o8 1) 5E R T 12 2E AR TR 100% A% RE 1)
W B o 37 T AR IR T S B o [y v E e —
Py b 43 8 A ] 8 R DK K i i FE 1 £L
MR M EHE R T EEILUEEAR
SR o R E G E Sy RN W R
Hi#gaamirgniEenpmils
o HESRFZ A B AAEAR ARG EAAE
REE AR (HIE — YR 2R R AR 28 /3L
1o B AL A S B 4 U0 PR L B ) T —
}/{} o

SF S RN AR TN - AR
G NITEEAME LB W EEAS - bl
JNK Emir-Oil & SGE %5 FrFi A1 JH B 1) B 4 B 2%
JIEE S %% 00 B BUAS kR R AL S B4

Uit o



Chairman’s Statement (continued)
3 e E ()

In 2013, the Company expects to drill approximately 138 gross wells and
generate a net production of oil between 14,300 BOPD and 15,400
BOPD and gas between 4,300 Mscf and 5,100 Mscf. It is expected that
the net capital expenditure to be borne by the Company is about US$309
million.

At the beginning of 2013, the Company achieved another key milestone
in the bond market by issuing US$200 million senior notes listed on the
Singapore Exchange Securities Trading Limited in February 2013. These
notes, rated “B+" by Standard & Poor’s Ratings Services and “B” by Fitch,
Inc., bear coupon at 6.875% and mature on February 6, 2018. The
coupon rate is one of the lowest among all Chinese issuers with the same
ratings, indicating confidence of the debt capital market in our strong
credit.

In closing, | would like to extend my heartfelt thanks to the Board and all
the staff for your hard work and dedication in 2012, and to our
shareholders, bondholders and business partners for your trust and
ongoing support.

Chairman
Zhang Ruilin
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Zhang Ruilin, aged 42, has been our executive director (“Director”),
chairman and chief executive officer since his appointment on March 20,
2008. He, along with Mr. Zhao, is the controlling shareholder of the
Company. Mr. Zhang has over 22 years of experience in the oil and gas
business, during which he acquired his experience as an oilfield worker
and technician for PetroChina since 1989 and as the chairman and
general manager at a local oilfield services company, Jilin San Huan
Petrochemical Co., Ltd., for over five years. In May 2003, he founded
FEEL in Hong Kong, through which he acquired MI Energy Corporation
(“MIE") from Microbes Inc. Following the takeover of MIE by FEEL in
August 2003, Mr. Zhang joined us in September 2003 and has since
been a director of MIE. He is primarily responsible for overseeing our
overall strategies, planning and day-to-day management and operations.
Mr. Zhang is also a director for the various subsidiaries of the Group. Mr.
Zhang is a member of the Songyuan Committee of the National People’s
Congress of the PRC. Mr. Zhang graduated from Jilin Petroleum College
in 1995.

Zhao Jiangwei, aged 41, has been our executive Director, vice chairman
and senior vice president since his appointment on December 19, 2008.
He is one of our controlling shareholders. Mr. Zhao has over 20 years of
experience in the oil and gas industry, during which he acquired his
experience as a technician for PetroChina at the Jilin oilfields from 1993
to 1999 and as the manager of the technical department at Jilin San
Huan Petrochemical Co., Ltd. from 2000 to 2003. Following the takeover
of MIE by FEEL from Microbes Inc. in August 2003, Mr. Zhao joined our
company in September 2003 and has since been a director of MIE. He is
primarily responsible for assisting the chairman in overseeing the
operations at the Daan, Moliging and Miao 3 oilfields. Mr. Zhao
obtained a bachelor of arts degree from Daqing Petroleum College in
1999.
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Forrest Lee Dietrich, aged 60, has been our executive Director and
senior vice president since his appointment on December 19, 2008. Prior
to joining us in January 2002, Mr. Dietrich joined Microbes, Inc. in 1994
and held various technical and management positions during different
phases of development of the production sharing contracts. He is
primarily responsible for mid-term and long-term planning and reserves
management. Mr. Dietrich has over 37 years of experience in the oil and
gas business, during which he acquired his experience as the vice
president of operations for Greenwich Oil Corporation, an oil company
based in Dallas, Texas, from 1985 to 1994 and served in various
capacities as area engineering supervisor, evaluations specialist and
planning coordinator and in various staff engineering positions at Texaco
USA (Getty Oil) in Texas and California from 1974 to 1985. Mr. Dietrich
has been a member of the Society of Petroleum Engineers since 1972
and become a professional engineer in the State of Texas since 1984. He
has authored and co-authored four technical papers for the Society of
Petroleum Engineers regarding microbial enhanced oil recovery and
presented three of those papers at their technical meetings. Mr. Dietrich
obtained a bachelor’s degree in science in Petroleum and Natural Gas
Engineering from Pennsylvania State University in 1974.

Allen Mak, aged 51, has been our executive Director since his
appointment on July 9, 2009. He is also our chief financial officer, joint
company secretary and senior vice president. Mr. Mak joined our
company in November 2008 as chief financial officer and has over 29
years of experience in finance and accounting. He was previously the
chief financial officer of CITIC 21CN Company Limited (Stock Code:
241), a company listed on the Stock Exchange, for over three years. Prior
to his career as a chief financial officer, Mr. Mak was an investment
banker and has over 11 years of experience in investment banking. He
was an assistant director at Peregrine, executive director at Citicorp and
the managing director and head of the investment banking group of a
securities firm based in Hong Kong. Mr. Mak also worked in the private
equity business for over three years as an investment director at CVC
Asia Capital and Citicorp. Prior to Mr. Mak’s career in investment
banking and private equity, he worked for seven years in the accounting
profession at Price Waterhouse (subsequently renamed as
PricewaterhouseCoopers) in Hong Kong, and KPMG and Deloitte in
Canada. Mr. Mak has a bachelor’s degree in Commerce from the
University of British Columbia in Canada. He is a chartered accountant
certified by the Canadian Institute of Chartered Accountants.

Forrest Lee Dietrich > 605% > 1 —. & & /\ 4F
+4H T JU AL AR A R AT HE e R AR R
B T A~ AIMAAR N F Z 0
Dletrlchf‘ﬁ AR — Ju JU I 4E A Microbes,
Inc. » M 7E 2 & A B A R AS [R] BA 2% B B 134T 2
it B 7 SRR o A B T P ) B A ) i
fiti 45 H o Dietrich JoE1E M BAT MR # 37
AEARER » — JU/NHLAR 2 — JU U VY AF A 75 5 i i
PN R R 7 1 — A /A 7] Greenwich Ol
Corporation {T: & ## Fl #8 3 - — JL-L W4 &
— JUL/\ L AE FE 8 v 3T B R AE e R N Y
Texaco USA (Getty Oil) AT I 3 T £ 4 - #
il B0 5 T B #1038 T 32 R O o
—JLE ALK > Dietrich ek — H & A M L
FEET & & & *ﬂ/\ﬂl@ﬁi?ﬁ'&%ﬁ%ﬁﬂ*l‘l%
SETREM o 0 S vl TREFT & & 45 i
%Eﬁﬁ/\ﬁ(ﬁi%gﬁﬁt%{ﬂiﬁ’]&m )'C]ff,ﬁéﬁfh
w AR H A =5 o — JLE U4 > Dietrich
%ﬁiﬁlﬁ%%ﬁ?ﬁ)ﬁﬂﬂ*l‘liﬁ%ﬁ?ﬁﬂ&fﬂi
SRLFRIRER B o

Fffa > 5158 > B - FTILELAILH R SHE
AR FAATHES o ﬁUTtbzl-V\jﬁJ%Eﬁ%E
g s 2 ) RS T S e AR R MR, o R AR —
H s BEEEMAARR AL E W E - B0k
YA B5 K wt O TR A A 29 AR AL R o ?EZZF‘JN)%
AR E 21 AL A BRA A OB A% - 241)
AP BT F) B R AR B A o ﬁiﬁﬁ
%M%EZM>%%E%&§% TR AR
SRATEHEAT 11 4F KB o 0 AT Peregrine
E’Jﬂﬁfﬁi$ CltlcorpE’J%MTE%& R
ﬁ/\jﬁ’lfﬁgﬁﬁ 7 AR Y A A P R
o A8 S RN fECVC Asia Capital &
Citicorpﬂﬁfxgﬁ =4 AR
B o %?ﬁﬁif/ﬁ%&gfﬁ T R LT AR SE AT -
Y T 7 A A I R K A RS S P (3 S A
HAZ B S PricewaterhouseCoopers) LA T K
KPMG X Deloitte it 25 & 7t ik € £ 4F - 280
EXSXEPIIE DN RHY A DNE L S S A
80 7% T 5 DR R R 15 R R Y 4R R e R
fili <



Wang Sing, aged 49, has been our non-executive Director since his
appointment on June 22, 2010. Mr. Wang is a partner of TPG and also
the co-chairman of TPG Greater China & Head of TPG Growth North
Asia. Mr. Wang currently serves as a non-executive Director and a
member of the audit committee and investment committee of China
Renewable Energy Investment Limited (a company listed on the Stock
Exchange of Hong Kong Limited). Prior to joining TPG, he was chief
executive officer and executive director of TOM Group Limited from July
2000 to January 2006. During the period from July 1993 to May 2000,
he held various positions at Goldman Sachs in both New York and Hong
Kong (including executive director). Prior to joining Goldman Sachs, Mr.
Wang was a strategic consultant with McKinsey & Co., in Chicago,
U.S.A. In addition, Mr. Wang is the chairman of Amerinvest Group of
Companies. He is also a member of the Standing Committee of the 10th
Yunnan Provincial Committee of the Chinese People’s Political
Consultative Conference. He is currently a Listing Committee Member of
the Stock Exchange of Hong Kong Limited. Mr. Wang has a bachelor
degree in science from Yunnan University, PRC; and a master of science
in Forestry and its relation to Land Use; a bachelor of arts degree in
Philosophy, Politics and Economics and a master of arts from University
of Oxford, U.K.

Tsang Chi Kin, aged 47, has been appointed as the alternate of our non-
executive Director, Mr. Wang Sing, since September 30, 2012. Mr. Tsang
is an operating partner of TPG. He joined TPG Growth as an operating
partner in 2007 and leads portfolio management for TPG Growth’s North
Asia investments, notably the group’s investments in ShangPharma
Corporation and NT Pharma. Prior to joining TPG, Mr. Tsang was with
Australian Capital Equity (“ACE”) since 2000, both in their London and
Beijing offices. He was the managing director of China who oversaw the
group’s investment activities in the region. Before joining ACE, Mr. Tsang
was the director of business planning and development of Asia-Pacific
for Walt Disney Imagineering from 1994 to 2000. Prior to his time at
Disney, Mr. Tsang worked at The Boston Consulting Group in Asia-
Pacific and at Citibank in the United States. Mr. Tsang holds an MBA
from Northwestern University, and a BS in Industrial Engineering from
Cornell University. Mr. Tsang is serving on the Executive Committee of
the Hong Kong Venture Capital and Private Equity Association and on
the Hong Kong Trade Development Council’s Financial Services
Advisory Committee.
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Mei Jianping, aged 52, has been our independent non-executive Director
since his appointment on November 27, 2010. Mr. Mei has been a
professor of finance at Cheung Kong Graduate School of Business in
Beijing, China since 2006 and a fellow at Financial Institutions Center,
the Wharton School of University of Pennsylvania, since 2004. He was a
tenured associate professor of finance from 1996 to 2005 and an assistant
professor of finance from 1990 to 1995 at New York University. From
2003 to 2008, he also taught at Tsinghua University as a special term
professor of finance. Mr. Mei has been a director of Cratings.com Inc.,
USA since 1999. Since 2009, Mr. Mei has served on the boards of
Powerlong Real Estate Holdings Limited, a company listed on the Stock
Exchange, and Zhong De Securities Company Limited. Mr. Mei also
served as the chairman of board of Shanghai Zhangjiang JRtan.com Inc.
from 2000 to 2012. Mr. Mei worked as a consultant for various financial
institutions, such as Deutsche Bank, UBS, Prudential Insurance of
America and Asia Development Bank. He has published a number of
books and articles on topics related to finance. Mr. Mei received a
bachelor’s degree in Mathematics from Fudan University in 1982, a
master’s degree in Economics and a Ph.D. in Economics (Finance) from
Princeton University in 1988 and 1990, respectively.

Jeffrey W. Miller, aged 50, has been our independent non-executive
Director since his appointment on November 27, 2010. Mr. Miller has
over 26 years of experience in the oil and gas industry. Since 2012, Mr.
Miller has been the managing partner and co-founder of Vortus
Investments, an energy private equity firm founded in 2012. From 2008
to 2012, as the director of upstream and investments for Mercuria Energy
Trading Inc., one of the world’s largest independent physical energy
trading firms, he was responsible for Mercuria and certain of its affiliates’
global portfolio of oil and natural gas assets, the majority of which are
located in North and South America. Prior to Mercuria, Mr. Miller spent
four years, from 2004 to 2008, as president of Moncrief Oil International,
a private oil and natural gas company with assets in the former Soviet
Union as well as North America. Prior to his career at Moncrief, Mr.
Miller was a managing director in global energy investment banking for
UBS AG, the successor of Dillon, Read & Co, which he joined in 1993.
Mr. Miller was an investment banker with a focus on the energy industry
and has extensive experience in the fields of corporate finance.
Throughout his career as set out above, Mr. Miller has been involved in a
substantial number of transactions including initial public offerings, debt
offerings and mergers and acquisitions, which require expertise in
financial analysis. As an investment banker, Mr. Miller also had extensive
experience in valuation analysis, which involved reviewing and
analyzing audited financial statements of public and private companies.
Mr. Miller’s professional career began in a technical capacity as a
petroleum engineer with Exxon. Mr. Miller received a bachelor’s degree,
magna cum laude, in Petroleum Engineering from Texas A&M University
and a master’s degree in Business Administration from the Columbia
Business School.
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Cai Rucheng, aged 61, has been our independent non-executive Director
since his appointment on November 27, 2010. Mr. Cai has over 31 years
of experience working in the oil and gas industry. From 1968 to 2004,
Mr. Cai worked at the Shengli oilfield in the Shandong Province for
Sinopec and held the positions of section head at the Oilfield Geology
Division, division head at the Reservoir Engineering Division and chief
geologist. From 1998 to 2003, Mr. Cai was also appointed and acted as a
senior member of the Technology Committee of Sinopec and the group
leader of the Expert Group for Development under the Senior Members
Committee of Sinopec. Since 2004, Mr. Cai has retired from the above
positions. Mr. Cai is currently the vice chairman of and secretary to the
board of directors of Shandong Petroleum Society. Mr. Cai is a senior
engineer and received a bachelor’s degree in Oil and Gas Exploration
from China University of Geosciences (formerly known as Beijing
Institute of Geology) in 1967.

Zhang Xiaoguang, aged 55, has been our vice president since December
2012. Mr. Zhang joined the Company in January 2011 as general
manager of MIE and is primarily responsible for the overall production,
development and operation management of MIE. Mr. Zhang has over 30
years of experience in the oil and gas industry, during which he held
various positions in China National Petroleum Corporation and its
subsidiaries as chief geologist, head of oil recovery factory and head of
drilling and production engineering research institution. Mr. Zhang is
chartered senior reservoir engineer and holds a master’s degree from
Northeast Petroleum University in China.

Zhu Jiucheng, aged 41, has been our vice president since March 2011.
Dr. Zhu joined the Company in March 2011 and is responsible for the
operation of international business units and expansion of the Company.
Dr. Zhu has over 17 years of experience in the oil and gas industry,
during which he held various positions in China National Petroleum
Corporation and its subsidiaries between 1996 and 2008, including
China National Oil & Gas Exploration and Development Corporation,
PetroChina Companies in Indonesia, PetroChina International Ltd. and
CNPC International Ltd. and the executive president of UNIWE
International Energy Service Ltd., a petroleum service company providing
technical appraisal and asset evaluation for oil and gas assets, where he
was in charge of the technical team from 2008. Dr. Zhu holds a doctoral
degree in Petroleum Engineering from the Petroleum University in China.
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Andrew S. Harper, aged 60, has been our chief geoscientist from 2001
to 2008 and rejoined us on April 1, 2010. Mr. Harper was our chief
geologist and president of our international operations from 2001 to
2008. Mr. Harper has over 22 years of experience in the oil and gas
industry, during which he acquired his experience working in the
exploration and production team of ARCO International Oil & Gas
Company prior to joining us in 2001. During his time with ARCO, Mr.
Harper worked extensively overseas, including assignments in Chile,
Dubai, Norway, the United Kingdom and Indonesia, and as ARCO’s
resident manager in Bogota, Colombia. Mr. Harper also worked as a
basin studies director, Latin America exploration director and exploration
project director at the headquarters of ARCO International in the United
States from 1990 to 1996 and as an exploration manager at the Andean
Basins in ARCO Latin America Inc. from 1999 to 2000. Mr. Harper
received a bachelor’s degree in Geology from Williams College and a
master’s degree in Geology from the University of Southern California.

Cui Yujia, aged 36, has been the assistant to our chairman since
December 2004. Mr. Cui has over 12 years of experience in corporate
finance. Prior to joining MIE in 2004, Mr. Cui worked for Changchun
Heat Shrinkable Materials Company Limited, which is a subsidiary of
China Kinwa High Technology Company Limited, as financial manager.
From 2004 to 2008, he was the financial manager of MIE. Mr. Cui
graduated from Changchun Taxation College with a bachelor’s degree in
International Accountancy.

Yang Bo, aged 35, has been our financial controller since April 10, 2007.
Mr. Yang has over 12 years of experience in finance and accounting. Mr.
Yang is responsible for the management of financial reporting. Prior to
joining us, Mr. Yang worked for Ernst & Young Hua Ming as an audit
manager from 2006 to March 2007. From 2002 to 2005, Mr. Yang
worked for PricewaterhouseCoopers Zhong Tian CPAs Company Limited
as a senior auditor. From 2000 to 2002, Mr. Yang was an auditor at
Arthur Andersen Hua Qiang CPAs. Mr. Yang graduated from Renmin
University of China with a bachelor’s degree in International Accounting
in 1999. He is a certified public accountant in China and he is a member
of the Beijing Institute of Certified Public Accountants.
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Lian Yunfei, aged 37, has been our general counsel since November 18,
2009. Ms. Lian joined the Company in November 2009 and has over six
years of experience in the legal field. Prior to joining us, Ms. Lian worked
as an associate at Baker & McKenzie’s Hong Kong office from 2007 to
March 2009 focusing on mergers and acquisitions and general corporate
transactions, and Grandall Legal Group (Shanghai), during 2009,
focusing on capital markets and private and public securities offerings. In
her early career, starting in 2001, she worked in a law firm in Canada,
focusing on general practice in Canada, for over three years. Ms. Lian
obtained a juris doctor degree in the Faculty of Law from the University
of British Columbia in 2007. She received a master’s degree in Materials
Science and Engineering from the University of Florida in 2001 and a
bachelor’s degree in Materials Science and Engineering from Shanghai
University in 1996. She is admitted to practice law in New York.

Mei Liming, aged 32, has been our financial manager since May 27,
2009. Prior to his position as our financial manager, Mr. Mei held the
position of vice financial manager from October 2006 to May 2009 and
accountant from January 2005 to October 2006. Mr. Mei graduated from
Beijing Institute of Petrochemical Technology with a bachelor’s degree in
Accounting in 2003. Prior to joining our company, Mr. Mei worked as
an accountant in SONY in 2004.

Mr. Allen Mak, CA, is our joint company secretary. Besides being a
chartered accountant certified by the Canadian Institute of Chartered
Accountants, Mr. Mak has about 29 years of experience in finance and
accounting, as further set out in the section “Directors and Senior
Management — Executive Directors” in this Annual Report.

Ms. Wong Sau Mei, ACS, ACIS, is a senior manager of corporate services
division of Tricor Services Limited and an Associate of both The Hong
Kong Institute of Chartered Secretaries and The Institute of Chartered
Secretaries and Administrators. She has over 17 years of experience in
company secretarial area.

Save for Mr. Zhao Jiangwei, our vice chairman, senior vice president and
executive Director, who is the brother-in-law of Mr. Zhang Ruilin, our
chairman, chief executive officer and executive Director, there are no
family relationships between any of our Directors and senior
management.
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The Board of the Company is pleased to present this corporate
governance report in the Group’s Annual Report for the year ended
December 31, 2012.

The Board of the Company has committed to achieving good corporate
governance standards. The Group acknowledges the vital importance of
good corporate governance to the Group’s success and sustainability.
We are committed to achieving a high standard of corporate governance
as an essential component of quality and have introduced corporate
governance practices appropriate to the conduct and growth of our
business.

The Board believes that good corporate governance standards are
essential in providing a framework for the Company to safeguard the
interests of shareholders and to enhance corporate value and
accountability.

The Corporate Governance Code (the “CG Code”) as contained in
Appendix 14 of the Listing Rules, issued by the Stock Exchange in
October 2011, is the new edition of the Code on Corporate Governance
Practices (the “Former Code”) as contained in Appendix 14 of the Listing
Rules, and is applicable to financial reports covering an accounting
period which ends after April 1, 2012.

During the accounting period for the year ended December 31, 2012,
the Company has complied with all the Code Provisions set out in the
CG Code during the period from April 1, 2012 to December 31, 2012 as
well as the Former Code during the period from January 1, 2012 to
March 31, 2012, except for Code Provision A.2.1, A.6.7 and E.1.2 as
explained below.

The Company will periodically review and enhance its corporate
governance practices to ensure that these continue to meet the
requirements of the CG Code.
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The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding Directors’
dealings in the Company’s securities.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Model Code
throughout the year ended December 31, 2012.

The Board currently comprises 8 members, consisting of 4 executive
directors, 1 non-executive director and 3 independent non-executive
directors.

The Board of the Company comprises the following Directors:
Executive Directors:

Mr. Zhang Ruilin (Chairman)
Mr. Zhao Jiangwei

Mr. Forrest Lee Dietrich

Mr. Allen Mak

Non-executive Director:

Mr. Wang Sing

Mr. Law Cheuk Kin, Stephen (alternate to Mr. Wang Sing)
(resigned with effect from September 30, 2012)

Mr. Tsang Chi Kin (alternate to Mr. Wang Sing)
(appointed with effect from September 30, 2012)

Independent Non-executive Directors:

Mr. Mei Jianping
Mr. Jeffrey W. Miller
Mr. Cai Rucheng

The biographical information of the directors are set out in the section
headed “Directors’ Biographical Information” on pages 16 to 22 of the
Annual Report for the year ended December 31, 2012.

The relationships among the members of the Board are disclosed under
“Relationships among Directors and Senior Management” on page 22.
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Under Code Provision A.2.1, the roles of the Chairman and Chief
Executive Officer are required to be separated and not to be performed
by the same individual. Mr. Zhang Ruilin (“Mr. Zhang”) is the Chairman
of the Board. In addition to the role of Chairman of the Board, the role of
Chief Executive Officer is also designated to Mr. Zhang. This constitutes
a deviation from Code Provision A.2.1. The reason for such deviation is
set out below.

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

During the year ended December 31, 2012, the Board at all times met
the requirements of the Listing Rules relating to the appointment of at
least three independent non-executive Directors representing one-third
of the Board with one of whom possessing appropriate professional
qualifications or accounting or related financial management expertise.

The Company has received written annual confirmation from each of the
independent non-executive Directors in respect of his independence in
accordance with the independence guidelines set out in Rule 3.13 of the
Listing Rules. The Company considers all independent non-executive
Directors to be independent.

The non-executive Directors bring a wide range of business and financial
expertise, experience and independent judgement to the Board. Through
active participation at Board meetings, taking the lead in managing issues
involving potential conflict of interests and serving on Board committees,
all non-executive Directors have made various contributions to the
effective direction of the Company.
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Code provision A.4.1 of the CG Code stipulates that non-executive
directors shall be appointed for a specific term, subject to re-election,
whereas code provision A.4.2 states that all Directors appointed to fill a
casual vacancy shall be subject to election by shareholders at the first
general meeting after appointment and that every Director, including
those appointed for a specific term, shall be subject to retirement by
rotation at least once every three years.

Each of the Directors of the Company is appointed for a specific term of
3 years and is subject to retirement by rotation once every three years.

The Board is responsible for leadership and control of the Company and
oversees the Group’s businesses, strategic decisions and performance
and is collectively responsible for promoting the success of the Company
by directing and supervising its affairs. Directors of the Board take
decisions objectively in the interests of the Company.

The Board has delegated to the Chief Executive Officer, and through him,
to the senior management the authority and responsibility for the day-to-
day management and operation of the Group. The delegated functions
and responsibilities are periodically reviewed. Approval has to be
obtained from the Board prior to any significant transactions entered into
by the aforesaid officers.

In addition, the Board has established Board committees and has
delegated to these Board committees various responsibilities as set out in
their respective terms of reference.

All Directors, including non-executive Directors and independent non-
executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for its efficient
and effective functioning.

All Directors shall ensure that they carry out their duties in good faith, in
compliance with applicable laws and regulations and in the interests of
the Company and its shareholders at all times.

All Directors have full and timely access to all relevant information of the
Company as well as the services and advice from the company secretary,
with a view to ensure that Board procedures and all applicable laws and
regulations are followed. The directors may, upon request, seek
independent professional advice in appropriate circumstances, at the
Company’s expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held
by them and the Board regularly reviews the contribution required from
each director to perform his responsibilities to the Company.
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The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of directors and other
significant operational matters of the Company. Responsibilities relating
to implementing decisions of the Board, directing and co-ordinating the
daily operation and management of the Company are delegated to the
management.

The Company has arranged for appropriate insurance cover for directors’
and officers’ liabilities in respect of legal actions against its directors and
senior management arising out of corporate activities.

Directors keep abreast of responsibilities as a Director of the Company
and of the conduct, business activities and development of the Company.

Each newly appointed Director receives induction on the first occasion
of his appointment to ensure appropriate understanding of the business
and operations of the Company and full awareness of director’s
responsibilities and obligations under the Listing Rules and relevant
statutory requirements.

Directors are continually updated on developments in the statutory and
regulatory regime and the business environment to facilitate the
discharge of their responsibilities. Continuing briefing and professional
development for directors will be arranged where necessary.

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills to ensure
that their contribution to the Board remains informed and relevant.
Internally-facilitated briefings for directors will be arranged and reading
material on relevant topics will be issued to directors where appropriate.
All directors are encouraged to attend relevant training courses at the
Company’s expenses.
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The Directors’ knowledge and skills are continuously developed and
refreshed by, inter alia, the following means:

(M

Reading materials provided from time to time by the Company to
Directors, and as applicable, briefings and reports by the Company
Secretary, as regards matters of relevance to the Directors in the
discharge of their duties with the latest developments in laws, rules
and regulations relating to the duties and responsibilities of
directors and corporate governance;

Participation in continuous professional training seminars,
conferences or workshops on subjects relating to directors’ duties
and corporate governance, etc. organized by the Company and/or
professional bodies and/or government authorities; and

Reading news, journal, magazine or other reading materials as
regards legal and regulatory changes and matters of relevance to
the Directors in the discharge of their duties.

Records of the Directors’ training during 2012 are as follows:
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The Board has established 3 committees, namely, the Audit Committee,
Remuneration Committee and Nomination Committee, for overseeing
particular aspects of the Company’s affairs. All Board committees of the
Company are established with defined written terms of reference. The
terms of reference of the Board committees are posted on the Company’s
website and the Stock Exchange’s website and are available to
shareholders upon request.

All members of each Board committee are independent non-executive
Directors and the list of the chairman and members of each Board
committee is set out under “Company Information” on pages 2 to 3.

Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances at the Company’s
expense.

The Audit Committee comprises 3 members, namely, Mr. Jeffrey W.
Miller (chairman of Audit Committee), Mr. Mei Jianping and Mr. Cai
Rucheng, all of them are independent non-executive Directors.

The main duties of the Audit Committee include the following:

e To review the financial statements and reports and consider any
significant or unusual items raised by the external auditors before
submission to the Board

e To review the relationship with the external auditors by reference
to the work performed by the auditors, their fees and terms of
engagement, and make recommendations to the Board on the
appointment, re-appointment and removal of external auditors

J To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures
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During the year ended December 31, 2012, the Audit Committee held
two meetings to review the financial results and reports, financial
reporting and compliance procedures, the report on the Company’s
internal control and risk management systems and processes, scope of
work and re-appointment of external auditors, connected transactions
and arrangements for employees to raise concerns about possible
improprieties.

The Audit Committee also met the external auditors twice without the
presence of the executive Directors.

The Company’s annual results for the year ended December 31, 2012
have been reviewed by the Audit Committee.

The Remuneration Committee comprises 3 members, namely, Mr. Mei
Jianping (chairman of Remuneration Committee), Mr. Jeffrey W. Miller
and Mr. Cai Rucheng, all of them are independent non-executive
Directors.

The primary objectives of the Remuneration Committee include the
following:

. To make recommendations to the Board on the remuneration
packages of the individual executive directors and senior
management

. To review and make recommendations to the Board on the
remuneration of the non-executive directors

J To review and make recommendations to the Board on the
Company’s policy and structure for the remuneration of all
directors and senior management

e To review and approve compensation arrangements of the
executive directors and the senior management

During the year ended December 31, 2012, the Remuneration
Committee met once to assess performance of executive Directors and
senior management, review and make recommendation to the Board on
the remuneration policy and structure of the Company, and the
remuneration packages of the executive Directors and senior
management and other related matters.
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The Nomination Committee comprises 3 members, namely, Mr. Mei
Jianping (chairman of Nomination Committee), Mr. Jeffrey W. Miller and
Mr. Cai Rucheng, all of them are independent non-executive Directors.

The principal duties of the Nomination Committee include the following:

. To review the structure, size and composition of the Board and
make recommendations regarding any proposed changes

J To develop and formulate relevant procedures for nomination and
appointment of Directors

J To identify suitable candidates for appointment as Directors

J To make recommendations to the Board on appointment or re-
appointment of and succession planning for Directors

o To assess the independence of independent non-executive
Directors

The Nomination Committee has adopted a set of nomination procedures
for selection of candidates for directorship of the Company by making
reference to the skills, experience, professional knowledge, personal
integrity and time commitments of such individuals, the Company’s
needs and other relevant statutory requirements and regulations. External
recruitment professionals might be engaged to carry out selection process
when necessary.

During the year ended December 31, 2012, the Nomination Committee
met once to determine the policy for the nomination of directors, review
the structure, size and composition of the Board and the independence
of the independent non-executive Directors, and to consider the
qualifications of the retiring Directors standing for election at the Annual
General Meeting.

The Board is responsible for performing the functions set out in the code
provision D.3.1 of the CG Code.

The Board reviewed the Company’s corporate governance policies and
practices, training and continuous professional development of Directors
and senior management, the Company’s policies and practices on
compliance with legal and regulatory requirements, the compliance of
the Model Code, and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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The attendance record of each Director at the Board and Board
Committee meetings and the general meetings of the Company held
during the year ended December 31, 2012 is set out in the table below:

Attendance/Number of Meetings

e/ kB
Annual
Nomination Remuneration Audit General
Name of Director Board  Committee = Committee ~ Committee Meeting
HRIEA HHE  RAZHEE  HMZEE  FHEEE REEERE
Executive Directors WTES
Mr. Zhang Ruilin RIS 717 - - - 0/1
Mr. Zhao Jiangwei VL 717 - - - 11
Mr. Forrest Lee Dietrich Forrest Lee Dietrich 5&4E 717 - - - 01
Mr. Allen Mak 3y 717 - - 22 171
Non-executive Director FanESE
Mr. Wang Sing EMEE 477 - - - 01
Mr. Law Cheuk Kin, Stephen B wl BLEL
(alternate to Mr. Wang Sing) (R ES)
(resigned with effect from (R=F—FENA=+H
September 30, 2012) RHE) 5/5 - - - 17
Mr. Tsang Chi Kin (alternate to R (RN
Mr. Wang Sing) (appointed with BiEES) (R %24
effect from September 30, 2012) A= HERT) 212 - - - -
Independent Non-executive Bk E
Directors
Mr. Mei Jianping Tt 717 171 17 2/2 0N
Mr. Jeffrey W. Miller Jeffrey W. Miller J&4E 717 11 11 2/2 0/1
Mr. Cai Rucheng LY Bt 717 171 1 22 0/1

N BREE S E o > E IR AT
R (RS IR AT ) BT ek o T A
TR -

Apart from regular Board meetings, the chairman also held meetings with
the non-executive Directors (including independent non-executive
Directors) without the presence of executive Directors during the year.

R A TR RA LA E %
A= HIEEZ IR E

The Directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended December 31, 2012.

S A T R TR R R Atk R
SCHLAE B34 ~ 175 I D ff P 4 2 90 B vl U i
o BRSO A PR

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-sensitive
announcements and other disclosures required under the Listing Rules
and other statutory and regulatory requirements.



The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an informed
assessment of the Company’s financial statements, which are put to the
Board for approval.

The statement of the external auditors of the Company about their
reporting responsibilities for the financial statements is set out in the
Independent Auditors’ Report on pages 80 to 81.

The remuneration paid to the external auditors of the Company in respect
of audit services and non-audit services for the year ended December 31,
2012 amounted to HK$5,591,000 and HK$377,000 respectively.

The Board is responsible for maintaining an adequate internal control
system to safeguard shareholder investments and Company assets and
reviewing the effectiveness of such on an annual basis through the Audit
Committee.

The internal control system of the Group is designed to facilitate effective
and efficient operations, to ensure reliability of financial reporting and
compliance with applicable laws and regulations, to identify and manage
potential risks, and to safeguard assets of the Group. The senior
management reviews and evaluates the control process, monitors any
risk factors on a regular basis, and reports to the Audit Committee on any
findings and measures to address the variances and identified risks.

During the year under review, the Board with the support of the Audit
Committee, conducted a review of the effectiveness of the internal
control system of the Company, including the adequacy of resources,
qualifications and experience of staff of the Company’s accounting and
financial reporting function, and their training programmes and budget.

Ms. Wong Sau Mei of Tricor Services Limited, external service provider,
has been engaged by the Company as its joint company secretary. Its
primary contact person at the Company is Mr. Allen Mak, an executive
Director and chief financial officer of the Company.
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To safeguard shareholder interests and rights, a separate resolution is
proposed for each substantially separate issue at shareholder meetings,
including the election of individual directors. All resolutions put forward
at shareholder meetings will be voted on by poll pursuant to the Listing
Rules and poll results will be posted on the websites of the Company and
of the Stock Exchange after each shareholder meeting.

Extraordinary general meetings shall also be convened on the written
requisition of any two or more members of the Company deposited at the
principal office of the Company in Hong Kong or, in the event the
Company ceases to have such a principal office, the registered office
specifying the objects of the meeting and signed by the requisitionists,
provided that such requisitionists held as at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company
which carries the right of voting at general meetings of the Company.
General meetings may also be convened on the written requisition of any
one member of the Company which is a recognised clearing house (or its
nominee(s)) deposited at the principal office of the Company in Hong
Kong or, in the event the Company ceases to have such a principal
office, the registered office specifying the objects of the meeting and
signed by the requisitionist, provided that such requisitionist held as at
the date of deposit of the requisition not less than one-tenth of the paid
up capital of the Company which carries the right of voting at general
meetings of the Company. If the Board does not within 21 days from the
date of deposit of the requisition proceed duly to convene the meeting to
be held within a further 21 days, the requisitionist(s) themselves or any of
them representing more than one-half of the total voting rights of all of
them, may convene the general meeting in the same manner, as nearly
as possible, as that in which meetings may be convened by the Board
provided that any meeting so convened shall not be held after the
expiration of three months from the date of deposit of the requisition, and
all reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to them by the Company.

There is no provision allowing shareholders to move new resolutions at
general meetings under the Cayman Islands Companies Law or the
Articles of Association of the Company. Shareholders who wish to move
a resolution may request the Company to convene a general meeting
following the procedures set out in the preceding paragraph.
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For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company by post at the
Company’s address in China.

Shareholders may send their enquiries or requests as mentioned above to
the following:
Address: Room Nos. 521-26, 5/F, Sun Hung Kai Centre,
30 Harbour Road, Wanchai. Hong Kong

(To the attention of the Board of Directors)
Fax: 852-2511-1983

Email: investors@mienergy.com.cn

Shareholder(s) must deposit and send the original duly signed written
requisition, notice or statement, or enquiry (as the case may be) to the
above address , apart from the registered office of the Company, and
provide their full name, contact details and identification in order to give
effect thereto. Shareholders’ information may be disclosed as required by
law.

Shareholders may call the Company at 852-2511-0028 for assistance.

The Company considers that effective communication with shareholders
is essential for enhancing investor relations and investor understanding of
the Group’s business performance and strategies. The Company also
recognizes the importance of transparency and timely disclosure of
corporate information, which will enable shareholders and investors to
make the best investment decisions.

To achieve this, the Company maintains a website at http://www.mienergy.com,
where up-to-date information and updates on the Company’s business
operations and developments, financial information, corporate
governance practices and other information are posted are available for
public access.

The Company endeavours to maintain an on-going dialogue with
shareholders and in particular, through annual general meetings and
other general meetings. The chairman of the Board, all non-executive
Directors, independent non-executive Directors, and the chairmen of all
Board committees (or their delegates) will make themselves available at
the annual general meetings to meet shareholders and answer their
enquiries. The general meetings of the Company also provide a forum for
communication between the Board and the shareholders.
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Code Provision A.6.7 of the CG Code stipulates, among other things, that
independent non-executive directors and other non-executive directors,
as equal board members, should attend general meetings and develop a
balanced understanding of the views of shareholders. Code provision
E.1.2 of the CG Code stipulates that the Chairman of the Board shall
attend the annual general meeting of the listed issuers and arrange for the
chairmen of the audit, remuneration and nomination committees (as
appropriate) or in the absence of the chairman of such committees, other
members of such committees or their duly appointed delegates, to be
available to answer questions at the annual general meeting.

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

During the year under review, the Company has not made any changes
to its Articles of Association. An up to date version of the Company’s
Articles of Association is also available on the Company’s website and
the Stock Exchange’s website.
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The Directors submit their report together with the audited financial
statements for the year ended December 31, 2012.

The principal activity of the Company is investment holding. The
principal business of the Company, its subsidiaries and joint controlled
entities is to engage in the development, production and sale of crude oil
and gas through (1) MIE’s three production sharing contracts in northeast
China; (2) Emir-Oil’s exploration contract and production contracts in
Kazakhstan; (3) Condor working interest in the Niobrara asset and White
Hawk working interest in the Eagle Ford asset; (4) PCR’s Kongnan PSC
block within Dagan oilfield in north China; and (5) SGE’s two production
sharing contracts in northwest China.

The results of the Group for the year ended December 31, 2012 are set
out in the consolidated statement of comprehensive income on pages 86
to 87.

The Directors recommend the payment of a final dividend of HK$0.059
per ordinary share, totaling HK$156,223,000 (RMB126,665,000).

Please refer to the consolidated statement of changes in equity on pages
88 to 89 and note 15 to the consolidated financial statements on pages
167 to 168 for movements in the reserves of the Group and the
Company, respectively, for the year ended December 31, 2012.

Details of the movements in property, plant and equipment of the Group
are set out in note 6 to the financial statements.

Details of the movements in share capital of the company are set out in
note 14 to the financial statements.

Details of the senior notes are set out in Note 19(a) to the consolidated
financial statements.
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Distributable reserves of the Company at December 31, 2012 are
disclosed in the consolidated statements of changes in equity.

There is no provision for pre-emptive rights under the Company’s Articles
of Association or laws of Cayman Islands which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders.

A summary of the results and of the assets and liabilities of the Group is
set out on page 4 of the annual report.

A summary of the purchase, sale or redemption of shares of the Company
is set out in note 14 to the consolidated financial statements.

(i)

Stock Incentive Compensation Plan (“Plan”)

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

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

The Company has undertaken that no further share options will be
granted under the Plan upon the listing of the Company, but the
provisions of the Plan shall in all other respects remain in full force
and effect and share options granted under the Plan prior to the
listing of the Company continue to be exercisable in accordance
with the Plan and agreements entered into pursuant to the Plan.
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Details of the share options outstanding as at December 31, 2012
which have been granted under the Plan are as follows:

A

N — X

A=t B R
A3 AR R R AT 2 W I E R 15 4

B
Number of Number of
options options
Held at granted exercised Held at Exercise
January 1, during during  December 31, price
Name 2012 the year the year 2012 (per Share) ~ Date of grant Date of expiration Exercisable from Exercisable until
REZ-2H
REF-2H KR KR +ZR
—A-H fihiz Bhifiz =1 TriE
i34 f#H WRERA T iR H #H (fplt) BB 5 WP PRI
Executive Directors
afrEs
Mr. Forrest Lee Dietrich 2,273,163 2,273,163 USS0.13 November 20, 2009 November 20,2019 November 20, 2010 November 19, 2019
Fortest Lee Dietrich 7tk 0.3%% ZEFME-AZTE ZEUE-ACTE ZEFE-ACTE R -ATLE
2,273,163 2,273,163 USS0.13 November 20, 2009 November 20, 2019 November 20, 2011 November 19, 2019
03%% “EFENEF-ASER ZEUET-ASTE ZE-BTSTE SRR
2,273,163 2,273,163 USS$0.13 November 20, 2009 November 20, 2019 November 20, 2012 November 19, 2019
0B3Fn “FFAEF-ASHE ZE-AEA-ACHE ZE-CERACSEE ZE-ER- AT
Mr. Allen Mak 3,030,904 3,030,904 US$0.13 November 20, 2009 November 20, 2019 November 20, 2011 November 19, 2019
KTl 0B3%L “ERVEF-ASFR SEUET-ASTE SR ETASTE SRS AT
3,030,904 3,030,904 USS$0.13 November 20, 2009 November 20, 2019 November 20, 2012 November 19, 2019
03F% Z“ERAEF-ASTE ZE-AEt-ACER ZE-CERACEE ZE-RER-A T
Independent Non-executive Directors
BuuirEs
Mr. Mei Jianping 633,967 633,967 US§0.25  November 23, 2010 November 23, 2020 November 23, 2011 November 22, 2020
P 025%% “F-FEF-A2PER SFCEE-ACPER SEF-F1-ACTER CECZET-ASTCH
633,966 633,966 US§0.25  November 23, 2010 November 23, 2020 November 23, 2012 November 22, 2020
050 “F-FEF-ASPE0 ZESREL-ACEEN ZR-CDERATEER ZRSRER-ATECN
Mr. Jeffrey W. Miller 905,667 905,667 US§0.25  November 23, 2010 November 23, 2020 November 23, 2011 November 22, 2020
Jefirey W. Miller /£ 025%% “F-FET-AZI=H ZECRE-ACEER ZF—F-AZPER ZECRE-ACTCA
905,666 905,666 US$0.25  November 23, 2010 November 23, 2020 November 23, 2012 November 22, 2020
02580 “F-FHET-AST=R ZECEE-ACTER ZE-CHET-ACTER ZECRET-ACTCH
Other employees 3,030,904 444,985 2,585,919 US$0.13 November 20, 2009 November 20, 2019 November 20, 2011 November 19, 2019
HAT (Note/ HfE) 03Fn “EFAEL-ASHE ZEAE-ACHE SR AT SRR A
3,030,904 3,030,904 US$0.13 November 20, 2009 November 20, 2019 November 20, 2012 November 19, 2019
03%% ZERAFL-ASTE ZE-AER-ACEE ZE-CERACSEE S ZE-uER-A T
Total 43t 22,002,371 - 444985 21,577,386

Note: The weighted average closing price of the shares immediately before the
dates on which the options were exercised is HK$3.02.
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(ii) Share Option Scheme (“Scheme”)

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

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

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

(ii)
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Under the Scheme, a total of 112,048,000 share options were
granted to Directors, executives and employees, of which
1,587,000 share options lapsed in 2012. Details of the share
options outstanding as at December 31, 2012 which have been
granted under the Scheme are as follows:

HR P R ST 81 > 525 112,048,000 173 1%
R TES - THABKES > H
H1,587,000 1 i B R iy =& — AR
o MRS H R IBER &
— ST A= B RAT W EE
REFEIEWR -

Nurber of Number of Number of
options options options
Held at granted exercised lapsed Held at Exercise
January 1, during during during  December 31, price
Name 2012 the year the year the year 2012 (per Share)  Date of grant Date of expiration Exercisable from Exercisable until
e S
e S AR AR AR +2A
] #ihz Chifiz WP ES | it 1
4 HH WA TR H TR H H (fh) &hnM Hn LRl WPHERIL R
Executive Directors
HirE%
Mr. Zhang Ruilin 782,333 782,333 HK$2.254  September 20, 2011 September 20, 2021 December 31, 2012 September 19, 2021
RERAEE 25480 “F-—EAAZTH ZRZ-EAACAR SECEYCAST-R ZESERAATARE
782,333 782,333 HK$2.254  September 20, 2011 September 20, 2021 December 31,2013 September 19, 2021
2054w “E-—FLAZTH “EELACHH SE-SEFCAETH ZESERATE
782,334 782,334 HK$2.254  September 20, 2011 September 20, 2021 December 31,2014 September 19, 2021
2054878 “E——FAAZTH CECENACTH SE-WEFCAET-H ZESERATLE
Mr. Zhao Jiangwei 782,333 762,333 HK$2.254  September 20, 2011 September 20, 2021 December 31, 2012 September 19, 2021
fabie Pt 25488 “E-—EAAZTH CERICELCAR SECCEFCAST-R ZESEAATE
782,333 762,333 HK$2.254  September 20, 2011 September 20, 2021 December 31,2013 September 19, 2021
225488 “F-—HAAZTH e Swer 1 e o ZE-ZEFCASTR ZEC-EAL
782,334 782,334 HK$2.254  September 20, 2011 September 20, 2021 December 31,2014 September 19, 2021
VLTS e S Ty ¢ R S o < e S 3 B S8 R S S RN
Mr. Forrest Lee Dietrich 782,333 762,333 HK$2.254  September 20, 2011 September 20, 2021 December 31,2012 September 19, 2021
Forrest Lee Dietrich 74 205485 ZF-—FAAZTA ZRC-EAAZTR SECCERCAST-R ZESEAATARE
782,333 782,333 HK$2.254  September 20, 2011 September 20, 2021 December 31,2013 September 19, 2021
2054878 ZE——HAAZTH e Swe 1 vy o SE-SEFCAEtH 2RSSR
782,334 782,334 HK$2.254  September 20, 2011 September 20, 2021 December 31,2014 September 19, 2021
20548 “E——AAZTH ZEZEACTH SE-WEFCAETH ZESERA TR
Mr. Allen Mak 782,333 762,333 HK$2.254  September 20, 2011 September 20, 2021 December 31, 2012 September 19, 2021
KL 25480 “E-—EAAZTH ZRZ-ELACAA SECEYCAST-R ZECERATARE
782,333 762,333 HK$2.254  September 20, 2011 September 20, 2021 December 31,2013 September 19, 2021
2254 “E——HAAZTH e S v o ZE-ZEFZASTR ZEC-EALE
782,334 782,334 HK$2.254  September 20, 2011 September 20, 2021 December 31,2014 September 19, 2021
205481 “E——FNAZTH e S 1 v o SEWEFCAETH ZESERATLE
Other employees
AT
34,220,000 529,000 33,691,000 HK$2.254  September 20, 2011 September 20, 2021 December 31,2012 September 19, 2021
25481 “E-—HAAZTH ZRI-EAACAA SECEFCAST-R ZECEAATAR
34,220,000 529,000 33,691,000 HK$2.254  September 20, 2011 September 20, 2021 December 31,2013 September 19, 2021
2054878 ZF-—FAAZTH ZRZ-ELAZA ZE-SEF RS-0 ZESERATAE
34,220,000 529,000 33,691,000 HK$2.254  September 20, 2011 September 20, 2021 December 31,2014 September 19, 2021
205478 “E——FAASTH CECELACTH CE-WEFCAETH ZESERATLE
Total &5t 112,048,000 - - 1,587,000 110,461,000
| RERARAT « —T——F5H 41



(ifi) Share Award Scheme (“Share Award Scheme”)

(iv)

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

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

As at December 31, 2012, the trustee holds 7,722,000 shares
acquired through purchases from the market at an aggregate
consideration of approximately RMB12,530,000 (including
transaction costs).

Others

No option was granted or cancelled during the year ended
December 31, 2012.

The total number of shares issued and which may fall to be issued
upon exercise of the options granted under each of the Scheme,
the Plan and any other share option scheme of the Company to
each participant in any 12 month period shall not exceed 1% of
the issued share capital of the Company from time to time. The
total number of shares which may be issued upon exercise of all
options to be granted under each of the Scheme, the Plan and any
other share option scheme of the Company must not in aggregate
exceed 10% of the shares in issue as at the Listing Date.

As at the date of this report, the maximum number of shares
available for issue under the Scheme and the Plan is 260,551,079
shares and 21,577,386 shares respectively, representing
approximately 9.8% and 0.8% of the issued share capital
respectively.
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The Directors during the year and up to the date of this report were:

Mr. Zhang Ruilin (chairman)

Executive Directors

Mr. Zhao Jiangwei
Mr. Forrest Lee Dietrich
Mr. Allen Mak

Non-executive Director

Mr. Wang Sing
Mr. Tsang Chi Kin (alternate to Mr. Wang Sing)

(appointed on September 30, 2012)

Independent non-executive Directors

Mr. Mei Jianping
Mr. Jeffrey W. Miller
Mr. Cai Rucheng

In accordance with Article 16.18 of the Company’s Articles of
Association, Mr. Zhao Jiangwei, Mr. Jeffrey W. Miller and Mr. Cai
Rucheng shall retire by rotation at the forthcoming Annual General
Meeting and, being eligible, offer themselves for re-election.

Mr. Mei Jianping, Mr. Jeffrey W. Miller and Mr. Cai Rucheng are
independent non-executive Directors and were appointed for a three-
year term expiring on November 26, 2013.

We had entered into letters of appointment with each of our Directors,
pursuant to which each of the executive Directors, the non-executive
Director and the independent non-executive Directors are appointed for
terms of three years, subject to re-election in accordance with our
Articles of Association at our general meetings.

On November 20, 2009, Mr. Zhang and Mr. Zhao, each an executive
Director, has each entered into a service contract with the Company and
MIE respectively, which is renewable yearly unless terminated (i) with
twelve month’s notice by either party, or (ii) by the Company or MIE (as
applicable) upon certain events such as the Director having committed
serious or persistent breaches of the service contract. Should the
Company or MIE (as applicable) terminate the service contract, Mr.
Zhang and Mr. Zhao will be entitled to receive a severance payment
equivalent to one year’s basic pay under the service contract, save for
circumstances described in item (ii) above.
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Save as disclosed above, none of our Directors had entered into a service
contract with us which does not expire or which is not terminable by us
within one year without the payment of compensation (other than
statutory compensation).

During the year ended December 31, 2012, the Group had the following
transactions with Ms. Zhao Jiangbo (“Mrs. Zhang”) and Jilin Guotai
Petroleum Development Company and its subsidiary Songyuan Guotai
Petroleum Technology Service Company (“Jilin Guotai”), which are
connected persons of the Company under the Listing Rules.

(A)  Lease of vehicles by Mrs. Zhang to the Company
(B)  Lease of office spaces by Mrs. Zhang to us

(O)  Lease of vehicles by Jilin Guotai to us

(D) Provision of oilfield services by Jilin Guotai to us

Category | — Continuing Connected Transactions Exempt
from Independent Shareholders’ Approval

(A) Lease of vehicles by Mrs. Zhang to us

Mrs. Zhang is the spouse of Mr. Zhang Ruilin, and is therefore a
connected person of our company. Since 2008, Mrs. Zhang has
been regularly leasing a substantial number of vehicles.

On November 23, 2010, we entered into a framework vehicle
rental agreement with Mrs. Zhang on (the “Vehicle Rental
Agreement”), pursuant to which Mrs. Zhang agreed to rent to us a
number of vehicles for the purpose of the day-to-day business
operations of our Group, subject to the entering into of individual
contracts as agreed between Mrs. Zhang and us pursuant to the
Vehicle Rental Agreement.

An individual car rental contract was entered into on January 29,
2012, for an aggregate yearly rental fee of approximately RMB3.8
million. The rental fees paid by us to Mrs. Zhang are based on
normal commercial terms and negotiated on arm’s length basis
between the parties, and are no less favourable than terms offered
by independent third parties to our Group.
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(B)

©

Lease of office spaces by Mrs. Zhang to us

We entered into a lease agreement with Mrs. Zhang on November
28, 2010, pursuant to which Mrs. Zhang agreed to lease to us with
effect from January 1, 2011 and valid until December 31, 2012
two office spaces located at Suites 402 and 406, Block C, Grand
Place, No. 5 Hui Zhong Road, Chaoyang District, Beijing, the PRC
(the “Office Premises”), for an aggregate rental fee of approximately
RMB1.3 million for year 2011 and RMB1.5 million for year 2012
respectively.

On January 6, 2012, we entered into a supplemental agreement
with Mrs. Zhang and cancelled the lease of office space located at
Suite 406, Block C, Grand Place, No. 5 Hui Zhong Road,
Chaoyang District, Beijing, the PRC. Then the aggregate rental fee
for year 2012 was reduced to RMBO.7 million. The rental fees paid
by us to Mrs. Zhang are based on normal commercial terms and
negotiated on arm’s length basis between the parties, and are no
less favourable than terms offered by independent third parties to
our Group.

Lease of vehicles by Jilin Guotai to us

Jilin Guotai is owned by Mrs. Zhang and Mr. Zhao Jiangwei, and is
therefore a connected person of our company.

On November 23, 2010, we entered into a framework vehicle
rental agreement with Jilin Guotai (the “Guotai Vehicle Rental
Agreement”), pursuant to which Jilin Guotai agreed to rent to us a
number of vehicles for the purpose of the day-to-day business
operations of our Group, subject to the entering into of individual
contracts as agreed between Jilin Guotai and us.

For the year ended December 31, 2012, Jilin Guotai did not rent
vehicle to the Company.
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Category Il — Non-exempt Continuing Connected
Transactions

(D)

Provision of oilfield services by Jilin Guotai to us

On November 23, 2010, we entered into a framework oilfield
service agreement with Jilin Guotai (the “Oilfield Service
Agreement”), pursuant to which Jilin Guotai agreed to provide to
us various oilfield services including well maintenance services,
well logging services, oil tanker transportation services, oilfield
construction related works and other oil operations related services,
subject to the entering into of individual contracts as agreed
between Jilin Guotai and us pursuant to the Oilfield Service
Agreement. The service fees will be based on normal commercial
terms and negotiated on arm’s length basis between the parties,
and shall be no less favourable than those offered by Independent
Third Parties to our Group.

As listed below, the aggregate annual transaction amount of each
continuing connected transaction for the year ended December 31,
2012 has not exceeded the respective proposed annual cap granted
by Hong Kong Stock Exchange and disclosed in the Company’s
prospectus dated December 1, 2010.

Connected Person Nature of transaction
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Transaction
amount in 2012

Proposed annual cap

BN 1 RoHE R A B R

Mrs. Zhang Lease of vehicles by Mrs. Zhang ~ RMB5.5 million

‘RN to the Company AR 550 &0
TRFN )AL 7] AP

Mrs. Zhang Lease of office spaces by RMB1.5 million

KRN Mrs. Zhang to the Company AR 150 # 0
TRRN AL 7] A ZE

Jilin Guotai Lease of vehicles by Jilin Guotai  RMB3.6 million

B ES to the Company AR 360 & 0
bR 28 ] A 23 ) A IR

Jilin Guotai Provision of oilfield services by ~ RMB202.8 million

AR R Jilin Guotai to the Company A R#2.028 &t

PRI 28 1) A 2 w48 ARk PR S

1

RMB3.8 million
AR #3800 H

RMBO0.7 million
ANRH70 8T

RMB181.9 million
ANERH1.819M 00



In the opinion of the independent non-executive Directors, the above
transactions were carried out in the ordinary and usual course of
business; either under normal commercial terms or, if there was no
sufficient comparison, on terms no less favourable to the Group than
those available from independent third parties; and in accordance with
the relevant agreements governing them and on terms that are fair and
reasonable and in the interests of the Company and the shareholders of
the Company as a whole. Details of such connected transactions are set
out in note 31 to the consolidated financial statements.

The auditor has confirmed that for the year 2012 the continuing
connected transactions (i) have received approval of the Board; (ii) are in
accordance with the pricing policies of the Company, where applicable;
(iii) have been entered into in accordance with the terms of the
agreements governing the transactions; and (iv) have not exceeded the
respective cap amounts for the financial year ended December 31, 2012
as disclosed in the announcement by the Company dated December 31,
2012.

Save as disclosed above, no contract of significance to which the
Company or any of its fellow subsidiaries or subsidiaries was a party and
in which a director of the Company had a materials interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.

Save as disclosed above, there is no contract of significance between the
Group and a controlling shareholder of the Company (as defined in the
Listing Rules) or any of its subsidiaries, including the provision of services
by the controlling shareholder or its subsidiaries to the Group.

The Company has complied with the disclosure requirements prescribed
in Chapter T4A of the Listing Rules with respect to the connected
transactions and continuing connected transactions entered into by the
Group during the year ended December 31, 2012.

Brief biographical details of Directors are set out on pages 16 to 22.
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As at December 31, 2012, the interests or short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company and its associated corporations, within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO”),
which will have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which he/she is taken or deemed to have under such
provisions of the SFO), or which will be required, pursuant to section
352 of the SFO, to be recorded in the register referred to therein, or
which will be required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) contained in the Listing Rules,
were detailed as follows:

Name of Capacity/Nature

Name of Director corporation of interest

HHUEY 2 LLivg EliA

Mr. Zhang Ruilin Our Company Interest of controlled

siHi 7R S AT corporation (Note 1)
A i LR (AL )
Beneficial owner (Note 2)
B A A (H7t2)

Mr. Zhao Jiangwei Our Company Interest of controlled

ERIR bt AT corporation (Note 1)
A i AR (AL T)
Beneficial owner (Note 2)
HaHEa A (H7t2)

Mr. Zhang Ruilin FEEL Beneficial owner (Note 1)

sfedigR ok HaWAN (B 1)

Mr. Zhao Jiangwei FEEL Beneficial owner (Note 1)

ERIR Bt 5 CONTr A

Mr. Forrest Lee Dietrich Our Company Beneficial owner

Forrest Lee Dietrich /£ AT 7t XZUN

WoE——FEF A=t —H ARFREREL
FEATH B AR W K HAR S GEFE R
R 5 B B (T 3% 5 B B 6] ) 565 XV )
B0 A7y ~ AR BRI 003 B A A o R AR B 5 I
B AGADNER XV BB 7 Fe 8 43 B JH A A N 7] J
Tt 2 AT A4 B 25 B0 T (LA AR i o o M ) £ 1
51 9 M SC T VR BB B ARG RE 25 Mk
1) o SRR RS KO B R BIAE 352 R L E
JEE RO w2 A0 T e 1 5 we A R 0 R A R A
SR PR b iR B R B AT A AT
5528 T W R < B (T ABEHE < HI] ) 2B 60 8 AR A )
MRS BT HE R BRI

Approximate

total

Number of  percentage of

Number of underlying interest in
shares shares the corporation

2% T 5 1

BetrH  MBEBRGEE  EHRESK
1,414,600,000 53.42%
2,347,000 0.09%

1,414,600,000 53.42%
2,347,000 0.09%

999 9.99%

9,000 90%
9,166,489 0.35%



Name of Capacity/Nature
Name of Director corporation of interest
HHUY 1 4% LLivg A
Mr. Allen Mak Our Company Beneficial owner
L iyt AT  £75 2PN
Mr. Mei Jianping Our Company Beneficial owner
3 s AT  £75 2PN
Mr. Jeffrey W. Miller Our Company Beneficial owner
Jeffrey W. Miller /£ /N FaAa A

Notes:

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

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

Save as disclosed above and in the section headed “Share Options”, as at
December 31, 2012, none of the Directors or the chief executives of the
Company had any interests or short positions in the shares, underlying
shares or debentures of the Company or any associated corporations
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
he/she had taken or was deemed to have under such provisions of the
SFO) or which were required to be entered into the register kept by the
Company pursuant to Section 352 of the SFO or which were required to
be notified to the Company and the Stock Exchange pursuant to the
Model Code; nor had there been any grant or exercise of rights of such
interests during the six months ended December 31, 2012.

Approximate

total

Number of  percentage of

Number of underlying interest in
shares shares the corporation

At 2 I BE 2

BetrH  MBEBGEE  BHRELK
3,030,904 8,408,808 0.43%
1,267,933 0.05%

1,811,333 0.07%
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So far as the Directors are aware of, as at December 31, 2012, the
following persons (other than the Directors, chief executive(s) or
members of the Group) who had interests and/or short positions in the
shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or, which would be required, pursuant to section
336 of the SFO, to be entered into the register referred to therein, were as
follows:

Party Capacity/
Name of interested Nature of interest
HE 25 75 44 F 30 E XA
FEEL Beneficial owner (Note 1)
Ha A N (HFE1)
Mr. Fung Che Interest of controlled corporation (Note 2)
HLIE S SEPEM L e AR (FH AL 2)
Ever Union Capital Limited Beneficial owner & interest of controlled

corporation (Note 2)

F AR A N\ 2Pk e R (W RE2)

Harmony Energy Limited Beneficial owner (Note 2)
Haaa N (Hit2)
David Bonderman Interest of controlled corporation (Note 3)

SEPEM I I RE AR (FH AL 3)

James Coulter Interest of controlled corporation (Note 3)

SEPEM I I RE AR (FH 7L 3)

TPG Star Energy Ltd. (“TPG”)  Beneficial owner (Note 3)
Haa N (Hat3)

Notes:

(1) FEEL is held by Mr. Zhang and Mr. Zhao as to 9.99% and 90%, respectively. On
May 16, 2003, 9,999 shares in FEEL were issued to Mr. Zhang, who then
transferred 9,000 shares out of his 9,999 shares to Mr. Zhao on October 4, 2003.
Mr. Zhang and Mr. Zhao have entered into an Acting-in-Concert Agreement
under which they agreed to act in concert in relation to all matters that require
the decisions of the shareholders of FEEL. Pursuant to the Acting-in-Concert
Agreement, if a unanimous opinion in relation to the matters that require action
in concert is unable to be reached, Mr. Zhang shall be allowed to vote on both
his and Mr. Zhao's shares.
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JY BRI 5 336 MR RC IR #Z 6k i 45 2 B we
W HESS B BAIRA AT

Total number Approximate

of Shares percentage of
(assuming option interest in
is not exercised) our company
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1,414,600,000 53.42%
189,596,000 7.16%
189,596,000 7.16%
188,438,000 7.12%
230,838,000 8.72%
230,838,000 8.72%
211,855,234 8.00%
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Harmony Energy Limited is a wholly owned subsidiary of Ever Union Capital
Limited which also holds 2,158,000 shares directly amongst 189,596,000 shares.
Mr. Fung Che is the sole shareholder of Ever Union Capital Limited and has
voting and investment control over the securities beneficially owned by Ever
Union Capital Limited.

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

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

Save as disclosed above, as at December 31, 2012, no person (other than
the Directors or the chief executive of our company, whose interests
have been disclosed in the above section headed “Directors’ and Chief
Executives’ Interests and/or Short Positions in the Shares, Underlying
Shares and Debentures of the Company or Any Associated Corporation”)
had an interest or a short position in the shares or underlying shares of
the Company as recorded in the register required to be kept by our
company pursuant to Section 336 of the SFO.

Harmony Energy Limited /4 Ever Union Capital
Limited ¥ 4 % Bt J&§ 2> 7] » 1fii Ever Union Capital
Limited I8 1 # %% 4 189,596,000 & % 3 i
2,158,000 it it 3 = ¥ V& S5 /I J% Ever Union
Capital Limited i) M — i 3 > i ¥f Ever Union
Capital Limited B & # A1 19 B 5 A R P 40
7 I E o
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During the year, the group purchased around 20.0% and 42.0% of its
goods and services from Jilin Guotai, its largest supplier and its 5 largest
suppliers combined and 83.91% and 100% of the Group’s revenue are
from PetroChina, its largest customer, and its largest 5 customers
combined.

Save as disclosed above, none of the Directors, their associates or any
shareholder (which to the knowledge of Directors owns more than 5% of
the Company’s issued share capital) has any interest in the Group’s 5
largest suppliers and customers.

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, it is confirmed that there is
sufficient public float of at least 25% of the Company’s issued shares as
required under the Listing Rules during the period from the January 1,
2012 to the latest practicable date prior to the issue of the annual report.

None of the Directors or the controlling shareholders of the Company
had an interest in a business which competes with the Company or may
compete with the business of the Group.

A non-competition deed in favor of the Company was entered into by
FEEL, Mr. Zhang and Mr. Zhao on November 23, 2010. Our independent
non-executive Directors have reviewed the compliance and enforcement
of the non-competition deed and were of the view that FEEL, Mr. Zhang
and Mr. Zhao were in compliance with the Non-Competition Deed
during the reporting period.

(@ Proposed dividend
A dividend in respect of the year ended December 31, 2012 of
HK$0.059 per share, amounting to a total dividend of
HK$156,223,000 (RMB126,665,000) is to be proposed at the
annual general meeting on May 24, 2013. These financial
statements do not reflect this dividend payable.

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.
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The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics. The
Company has newly adopted a share option scheme as an incentive to
Directors and eligible employees.

The register of members of the Company will be closed from Tuesday,
May 21, 2013 to Friday, May 24, 2013 (both dates inclusive) during
which no transfer of shares of the Company can be registered. In order to
determine the entitlement to attend and vote at the annual general
meeting of the Company, all transfers, accompanied by the relevant
share certificates, must be lodged with the Company’s share registrar,
Tricor Investor Services Limited, at 26/F, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong, no later than 4:30 p.m. on Monday,
May 20, 2013.

The proposed final dividend is subject to the approval of the shareholders
of the Company at the annual general meeting. The record date for
entitlement to the proposed final dividend is Wednesday, June 5, 2013.
For determining the entitlement to the proposed final dividend, the
register of members of the Company will be closed from Monday, June 3,
2013 to Wednesday, June 5, 2013, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for the
proposed final dividend, all transfers of shares, accompanied by the
relevant share certificates, must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Investor Services Limited, at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong, for registration
not later than 4:30 p.m. on Friday, May 31, 2013.

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.

On behalf of the Board
Zhang Ruilin

Chairman

Hong Kong, March 27, 2013
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During 2012 the Company continued to leverage its strengths to achieve
high growth and to decrease risk. We increased crude oil production
from 4.06 million barrels to 5.23 million barrels mainly through drilling
on core properties in Northeast China and drilling of new wells plus
workover of old wells on the Emir-Oil properties acquired in 2011.
Annual growth rates for our Northeast China properties and Emir-QOil
were 8.4% and 32.5%, respectively.

The face of the Group is starting to change as we diversify our asset
portfolio, our geographical distribution and advance our technology. On
the asset portfolio, we acquired 51% of SGE and with it, significant gas
reserves and resources in China’s Ordos Basin, where in the second half
of 2012 we conducted significant exploration work, continuing the
process of upgrading these resources into reserves and soon, into
production. We finished out the year in 2012 by acquiring PCR and its
Dagang PSC, so we now operate in three separate petroleum basins in
China. On the geographical diversification, our Emir-Oil properties in
Kazakhstan are gaining in importance to our original three Northeast
China properties, through their higher rate of production growth and by
recent discoveries of new reserves. Drilling three horizontal wells as an
operator in the Niobrara oil shale play is also adding to our leasehold
positions in the USA. We are also advancing our technology base by
drilling and completing with multi-stage fracturing 3 horizontal wells in
the USA and 4 in China — moving up the learning curve of successfully
applying this industry-changing technology to our existing properties and
using it to expand our future growth opportunities in China and
internationally. The acquisition and drilling activities in the year have
added significantly to our reserves and resources and thereby to our
future growth potential. The Company’s risk profile has also been
decreased by the multifaceted diversification. All these changes have
transformed the Company from a Northeast China, tight-oil development
company into a true international exploration and production,
independent oil and gas company.
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The Acquisitions

The Company completed three acquisitions in 2012:

In July 2012, the Company acquired 51% equity interest in SGE,
whose principal business activity is the exploration and
development of unconventional gas in China pursuant to two PSCs,
namely Linxing and Sanjiaobei PSCs, both located on the eastern
flank of the Ordos Basin. The consideration of the acquisition is
US$100 million with US$10 million paid at completion and the
balance payable progressively after completion to fund exploration,
delineation drilling, preparation of Chinese reserve reports and
related overall development plans of both PSCs. With the two PSCs
of great potential, the acquisition provides a clear path for the
Company to immediately participate in China’s unconventional gas
market, aligning the Company for more effective future
participation in the rapidly expanding exploration and
development of China unconventional gas resources. During the
second half of 2012, exploration success continued as we drilled
12 wells in these two PSCs’ contract area, adding to the 13 wells
drilled previously. Combined with successful completion of the
270 km seismic program, SGE is well positioned to move these
projects from final exploration phase into development and
production phase.

The acquisition of all of the issued and outstanding of PCR shares
from Sunwing Energy Limited was completed on December 14,
2012 for an adjusted purchase price of approximately US$39.6
million. The principal business activity of PCR is oil development
and production operations in China. Pursuant to a PSC with
PetroChina, PCR holds 100% participating interest in the foreign
contractor’s entitlement and obligations. The PSC, originally signed
in 1997 with a maximum term of 30 years, has been in the
commercial production phase since 2009, currently covering an
area of 31.29 square kilometers named Kongnan block within
Dagang oil field in Hebei Province. As of December 31, 2012, the
estimated net proved (“1P”) and proved + probable (“2P”) reserve
for PCR were 1.50 million barrels and 2.04 million barrels
respectively. The average daily production for 2012 was 854
barrels per day. Through this acquisition, the Group has obtained
ongoing stable cash flow directly from the producing assets held by
PCR.
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. In May 2012, the Company, through its wholly owned subsidiary
MIE Jurassic Energy Corporation, acquired 50% capital interest in
White Hawk Petroleum, LLC (“White Hawk”) from Pacific Energy
Development Corporation (“PEDCQO”) for US$2 million. White
Hawk is a newly formed Nevada LLC whose assets consist of a
minority, non-operated interest in the Leighton — Mandurah
Prospect Deep Contract Area in the Eagle Ford Shale oil trend,
McMullen County, Texas. White Hawk has a 7.939% working
interest and a 5.95425% net revenue interest covering 1,330.75
gross acres and including three existing producing wells.
Undeveloped acreage has room for 14 additional wells based on
eighty-acre spacing. The acquisition will improve the Company’s
operating and technical expertise in regard to horizontal drilling
and completions by participating in another of the USA’s most
active gas/oil shale plays.

Operations Activities

The Company drilled 455 gross wells in 2012, including its first
exploration well and first horizontal well. All 18 explorations wells are
either put on production, being tested or to be tested. Out of these 18
explorations wells, 12 were drilled by SGE in the Ordos Basin in China,
3 were drilled by Emir-Oil in the Mangistau Basin in Kazakhstan, and 3
by Condor Energy Technology LLC (“Condor”) in the Niobrara oil shale.
There were no dry holes drilled in 2012, which marks a great success of
our exploration activities.

We commenced horizontal drilling both in the USA and China in 2012.
The Company operated 8 horizontal wells and participated in a
successfully completed USA Eagle ford horizontal well through White
Hawk. Of the 8 horizontal wells we drilled as an operator, 5 are in
northeast China and 3 are already producing as completed horizontal
multi-stage fractured wells. We drilled the remaining 3 horizontal wells
in the USA’s Niobrara oil shale and all three wells were successfully
completed and on production in 2012 or early 2013. We successful
completed 431 development wells, 5 in Kazakhstan and 426 in Northeast
China. Our 2012 drilling program demonstrates our effective
management and experienced technical ability to move the Group
forward quickly into different petroleum basins in different countries,
keeping in mind our commitment to take advantage of low-cost, low-risk
opportunities.
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At 2012 yearend, the Group’s already significant reserves and resource
base had improved considerably due to our active acquisition and
drilling activities, with 1P, 2P and 3P oil reserves of 51, 114 and 169
million barrels, respectively and corresponding gas reserves of 65, 177
and 337 billion cubic feet. For 1P and 2P, 54% and 35% of the oil is
classified as proved developed producing, respectively, and for gas the
corresponding percentages are 13% and 7%. These percentages indicate
potential to increase production though developing the remainder of the
identified reserves. We do take note of the drop in 1P oil reserves
estimate by 12 million barrels in Northeast China in response to
production and performance adjustments. We also note that the
adjustment does not include production or reserves that will be brought
by the horizontal drilling now being tested and optimized in Northeast
China. With this adjustment the reserve consultant’s 2P, 2013 production
projection is now nearly the same as our own plan for 2013. Also, these
Northeast China projects will continue to be a significant source of cash
for our expansion into other basins in 2013. On a 2P and 3P basis, our
successful exploration and development wells in Kazakhstan and USA,
combined with our acquisitions, more than offset production.

In summary the change from 2011 to 2012 for oil for 1P, 2P and 3P was
down 9.5 million barrels or 16%, up 3.0 million barrels or 3% and up
29.9 million barrels or 22%, respectively. For gas 1P, 2P and 3P all
increased by 35 billion cubic feet or 121%, 114 billion cubic feet or
180% and 244 billion cubic feet or 261%. The significant growth in gas
reserves is primarily due to our recent SGE acquisition.

The Company has additional potential to grow significantly through
upgrading its large volumes of prospective and contingent resources. Our
independent reserve consultants estimated that at yearend 2012 our total
prospective, best estimate, un-risked resources for oil and gas were 206
million barrels and 922 billion cubic feet. It is estimated that our 2C,
mid-case contingent resources were 43 million barrels and 686 billion
cubic feet. The portions of oil prospective and contingent resources due
to 2011 and 2012 acquisitions are 90% and 80%, respectively. Gas
prospective and contingent resources are 100% attributable to the
acquisitions made in 2011 and 2012.
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Highlights of our operations activities in 2012 include:

The total annual gross production of Northeast China projects
(Daan, Moliging and Miao 3) has surpassed a major milestone of
one million tons of crude oil by reaching 1.01 million tons (7.5
million barrels) in 2012, making these projects one million ton
class oilfields.

The Northeast China projects, our most important producing assets,
contributed roughly 80% of the oil production, sales revenue and
operation cash flow for the Group. We continue to improve our
technologies such as horizontal drilling and our management
expertise to enhance the project performance. We are confident
that horizontal drilling has the potential to significantly improve
production, recovery factor and reserves for low permeability
oilfields like Daan, Moliging and Miao 3.

We are seeing the benefits and potential of our 2011 acquisition of
Emir-Oil:

— By adding 8 wells to the 24 wells that had been drilled prior
to when we took over in September 2011, including 3
exploration wells and 5 development wells. Good production
rates are being realized by new development wells
Kariman-118 and Kariman-119, 1 exploration well has been
production tested successfully, and the testing for 2 other
exploration wells with good logs and shows is underway.

— By a new production contract as in March 2013, when the
Ministry of Oil and Gas of Kazakhstan (“MOG”) awarded a
production contract for the Emir oilfield. According to the
independent technical consultant, the estimated contingent
oil and gas resources of Emir oilfield were 34 million barrels
and 5.1 billion cubic feet respectively as of December 31,
2012.

— By obtaining MOG’s approval to extend Emir-Oil’s
exploration contract for another two years to January 9, 2015,
allowing more time to continue appraising the 808 square
kilometers exploration contract area and to explore more of
the opportunities already identified on in the exploration
contract area and included in the 185 million barrels of
prospective resources in the yearend 2012 resources report.

— By increasing oil production significantly compared to the
production rate when we took over Emir-Oil in 2011.The
average daily oil and gas production was 2,787 barrels per
day and 4.4 MMscf per day respectively in 2012, increased
by 32.7% and 29.4% compared to those rates in September
2011.
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e As of December 31, 2012, we operated 2,610 gross productive
wells comprising 2,580 wells in China and 30 wells in Kazakhstan
and 1 well in the USA.

In China, we sell our oil to PetroChina at Daqing price and CINTA price;
in Kazakhstan, we export 89.4% of our oil at the Brent price. Since the
beginning of this year, Brent has been trading at US$106.23 to
US$119.03 per barrel and Daging has been trading at US$103.61 to
US$117.54 per barrel. The Company believes that the trend for strong oil
price will continue in 2013.

The aggregate average realized oil price for the Company was
US$108.10 per barrel for the year ended December 31, 2012, compared
to US$108.80 per barrel for the year ended December 31, 2011. For our
China oilfields, the average realized oil price was US$113.51 per barrel
for the year ended December 31, 2012, compared to US$109.99 per
barrel for the year ended December 31, 2011. For Kazakhstan our
average realized oil price was US$85.91 per barrel for the year ended
December 31, 2012, compared to US$84.38 for the three months ended
December 31, 2011 that we controlled Emir-Oil, both after taking into
consideration the transportation and marketing discount and domestic
sales.

Lifting cost was US$8.35 per barrel for the year ended December 31,
2012, of which lifting cost was US$8.60 per barrel for our China oilfields
and US$7.32 per barrels for our Kazakhstan oilfields respectively.

Considering that the performance of 2012 was still in line with the
management’s expectation, the Board recommended the payment of a
final dividend of HK$0.059 per share.

For 2013 the Company will continue to improve its technology,
management system and human resources, and to optimize existing
assets including expediting the development program of Emir-Oil and
SGE projects so as to convert reserve and resources into cash flow.
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2013 Guidance e St |

Based on the Company’s current plans and expectations, we summarize RIEARN T H TR S A=t 0 DA FRAM4S 5

our target number of gross wells, net investment and net production for =% — = 4EZR/\ w) 19 8 4480 - THEARBH S
the year 2013 (subject to reasonable assumptions) as follows: FoF et S GG B

Number of  Net Investment

Wells (Gross)  (millions of US$) Net Production ~ Comments
RETH
IR I (A#%N) FER R
Group in Total 138 309 14,300-15,400 BOPD  Assumed the Brent oil price is US$110/barrels
4,300-5,100 Mcfd

SmA 138 309 #H14,300-15,40040 kA fih i B Ay A 110 50

B H430-510 & %R
NE China 95 98 9,300-9,800 BOPD  Includes more horizontal wells, will control costs carefully,

(Daan, Moliging, Miao 3) key area with good, stable, long-term free cash flow. 3%

decrease in gross production due to lower wells drilled, and
17% decrease in net production due to lower investment
means less cost recovery oil and more profit share oil (lower
effective net interest), but more free cash generated.

L 95 98 £ H9,300-9,8001  EAEET L AKTH 5 TGRS M A R A 5 TR AR
(K%~ HEHE NE3) B R IR 3% A HRNEAT D >

BRI T R0 AR LB B TR - i B
LR EGEO % A BEEEE L WA

A SIS «
Kazakhstan 11 125 3,800-4,400 BOPD  Start to build central oil & gas collection facility and with it,
(Emir-Oil) 4,200-4,800 Mcfd  the process capacity for oil will be increased from current

level of 6,480 BOPD to 12,000 BOPD, for gas from 5.25
MMscf per day to 21 MMscf per day. And the bottleneck to
ram up Emir-Oil’s production will be removed.
W & AT (Emir-Oil) i 125 F 3,800-4,4001  BRIGEERCLOURUCSRSS - HROE R - M@ IR R 2L A
B H420-480% LT 6,480 WK E 12,000 5K » M KAKE
VPR HANEH AT 525 EL SRR INE 2,100 377 3%
REX o 14 Emir-Oil 2 & BHR H GBI o

NW China 25 65 100-300 Mcfd ~ Gas sales estimated to begin 4Q13, preparing the China
(Sanjiaobei and Linxing) Reserve Report on Linxing East and Sanjiaobei and estimate

to finalize in late 2013.

MBI (S50 KR 25 65 HHI030MLFHR  BRHER T -ZFRNBERGER % =FK
R R =2 P B R R SR

USA (Condor and White Hawk) 5 10 300 BOPD 2 on Condor, 3 on White Hawk (non-operated).

5 (Condor & White Hawk) 5 10 513004  Condor & White Hawk 7l 2 11 5t 3 EfF (EFESE)

North China (Kongnan) 2 11 900 BOPD

#0 (7LF) 2 11 4 H 900



At the beginning of 2013, the Company achieved another funding
milestone, raising US$200 million by issuing senior notes listed on the
Singapore Exchange Securities Trading Limited. These notes, rated “B+"
by Standard & Poor’s Ratings Services and “B” by Fitch, Inc., will mature
on February 6, 2018 and bear coupon at 6.875%. This coupon rate is the
lowest achieved by the Chinese issuers with the same ratings. The bond
offering proved the debt capital market appreciates our strong credit. As
we also appreciate the ongoing support of our shareholders and
bondholders.

Revenue

The Group's revenue increased by RMB658.5 million, or 23.3 %, from
RMB2,827.1 million for the year ended December 31, 2011 to
RMB3,485.6 million for the year ended December 31, 2012. This
increase was primarily due to the increase in our sales volume mainly
contributed by our Kazakhstan oilfields.

The average realized oil price was US$108.10 per barrel for the year
ended December 31, 2012, compared to US$108.80 per barrel for the
year ended December 31, 2011. Our sales volume of crude oil was 5.09
million barrels for the year ended December 31, 2012, compared to 4.03
million barrels for the year ended December 31, 2011.

. China

In 2012, our China oilfields realized revenue of RMB 2,924.7
million. The average realized oil price was US$113.51 per barrel
for the year ended December 31, 2012, compared to US$109.99
per barrel for the year ended December 31, 2011. Our China sales
volume was 4.08 million barrels for the year ended December 31,
2012, compared to 3.84 million barrels for the year ended
December 31, 2011. Since the acquisition of PCR was not
completed until December 14, 2012, the results of PCR have not
been included in the Group’s results for the year ended December
31,2012.

. Kazakhstan

In 2012, Emir-Oil realized revenue of RMB557.1 million. In the
year ended December 31, 2011 we controlled Emir-Oil only for
three months, therefore revenue contributed by Emir-Oil was only
RMB103.5 million.
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Crude oil sales

In 2012, Emir-Oil realized revenue from oil sales of
RMB545.8 million. Emir-Oil exported 89.4% of its sales
volume of oil and realized Brent prices for these sales. The
average realized oil price comprising export and domestic
sales was US$85.91 per barrel for the year ended December
31, 2012. The average realized oil price for the year ended
December 31, 2012 was US$90.10 per barrel from export
sales (after transportation and marketing commissions of
US$20.69 per barrel) and US$50.65 per barrel from domestic
sales. The increase in domestic realized oil price of US$50.65
per barrel in 2012 compared to US$31.02 per barrel in 2011
is because we started to sell to PetroChina Kazakhstan in
2012 using our relationships with China’s state-owned oil
companies. Revenue from export sales of oil accounted for
93.7% of Emir-Oil’s total oil revenue during the twelve
months ended December 31, 2012. Emir-Oil’s oil sales
volume was 1,006,680 barrels for the twelve months ended
December 31, 2012, comprising 899,797 barrels from export
sales and 106,883 barrels from domestic sales.

During the three months ended December 31, 2011 that we
controlled Emir-Qil, Emir-Oil realized revenue from oil sales
of RMB100.3 million. Emir-Oil exported 90% of its sales
volume of oil and realized Brent prices for these sales. The
average realized oil price comprising export and domestic
sales was US$84.38 per barrel. The average realized oil price
was US$90.01 per barrel from export sales (after
transportation and marketing commissions of US$20.22 per
barrel) and US$31.02 per barrel from domestic sales.
Revenue from export sales of oil accounted for 96% of Emir-
Oil’s total oil revenue. Emir-Oil’s oil sales volume was
187,912 barrels, comprising 169,984 barrels from export
sales and 17,928 barrels from domestic sales.

Gas sales

In 2012, Emir-Oil realized revenue from gas sales of
RMB11.3 million with a realized gas price of US$1.17 per
Mscf and a gas sales volume 1,526,434 Mscf. During the
three months ended December 31, 2011, Emir-Oil realized
revenue from gas sales of RMB3.2 million with a realized gas
price of US$1.15 per Mscf and a gas sales volume 439,670
Mscf.
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Operating expenses

The Group’s operating expenses increased by RMB632.8 million, or
36.6%, from RMB1,728.0 million for the year ended December 31, 2011
to RMB2,360.8 million for the year ended December 31, 2012, primarily
due to inclusion of full 12 months of operating expenses from our
Kazakhstan oilfields, increase in depreciation, deletion and amortization
in China as a result of the increase in sales volume and the fluctuation in
reserves, higher employee compensation costs in China, and higher taxes
other than income taxes in Kazakhstan which was offset by a decrease in
taxes other than income taxes in China.

China’s operating expenses for the year ended December 31, 2012
amounted to RMB1,764.0 million, an increase of RMB250.6 million or
16.6% over operating expenses of RMB1,513.4 million for the year
ended December 31, 2011.

Emir-Oil’s operating expenses for the year ended December 31, 2012
amounted to RMB487.8 million. For the three months ended December
31, 2011, Emir-Oil’s operating expenses amounted to RMB111.0 million
since we completed the acquisition of Emir-Oil on September 30, 2011.

J Purchases, services and other expenses. Our purchases, services
and other expenses increased by RMB93.2 million, or 50.2%, from
RMB185.5 million for the year ended December 31, 2011 to
RMB278.7 million for the year ended December 31, 2012. The
increase in purchase, service and other expenses was primarily due
to: (i) inclusion of full 12 months of Emir-Oil’s purchases, services
and other expenses amounting to RMB72.8 million, (but for the
year ended December 31, 2011, during the three months ended
December 31, 2011 that we controlled Emir-Oil, Emir-Qil’s
purchases, services and other expenses only amounted to RMB17.6
million); (ii) sales volume for our China oilfields increased from
3.84 million barrels for the year ended December 31, 2011 to 4.08
million barrels for the year ended December 31, 2012; (iii) increase
in electricity expense due to more productive wells and higher unit
electricity fee for our China oilfields; (iv) we incurred higher
research fees for our China oilfields in 2012; and (v) increase in
number of older productive wells for our China oilfields resulting
in the increase in down hole operating costs, repair and
maintenance costs, logging & well testing fee and safety fee
expenses. For China oilfields excluding Kongnan block of PCR, we
operated 2,001 productive wells as at December 31, 2011 and
2,470 productive wells as at December 31, 2012 (numbers include
producers and injectors, but exclude shut in wells).
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Geological and geophysical expenses. During the year ended
December 31, 2012, the Group incurred geological and
geophysical expenses in Kazakhstan and USA of RMB18.7 million
and RMB4.2 million, respectively, in relation to their exploration
and development wells. In the past, the Group did not have any
exploration wells.

Employee compensation costs. The Group’s employee
compensation costs increased by RMB72.4 million, or 36.7%, from
RMB197.1 million for the year ended December 31, 2011 to
RMB269.5 million for the year ended December 31, 2012. The
increase in employee compensation costs was primarily due to: (i)
share-based compensation cost increased from RMB18.0 million
for the year ended December 31, 2011 to RMB86.1 million for the
year ended December 31, 2012 mainly due to the share options
we granted in September 2011; (ii) inclusion of full 12 months of
Emir-Oil’s employee compensation costs amounting to RMB47.4
million (but for the year ended December 31, 2011, during the
three months ended December 31, 2011 that we controlled Emir-
Oil, Emir-Oil’s employee compensation costs only amounted to
RMB15.6 million).

Depreciation, depletion and amortization. The Group’s
depreciation, depletion and amortization increased by RMB319.4
million, or 58.9%, from RMB542.0 million for the year ended
December 31, 2011 to RMB861.4 million for the year ended
December 31, 2012. The increase in depreciation, depletion and
amortization was mainly due to (i) higher unit of production rate
caused by the 14.0% reduction in proved and probable developed
producing reserves in China oilfields. The Group calculates
depreciation, depletion and amortization of its oil and gas
production based on proved and probable developed producing
reserves; (ii) inclusion of full 12 months of Emir-Oil’s depreciation,
depletion and amortization amounting to RMB115.8 million (but
for the year ended December 31, 2011, during the three months
ended December 31, 2011 that we controlled Emir-Oil, Emir-Oil’s
depreciation, depletion and amortization amounted to RMB28.1
million); and (iii) the increase in sales volume in 2012.
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Included in depreciation, depletion and amortization expense of
RMB861.4 million for the year ended December 31, 2012 is
RMB40.2 million of depreciation, depletion and amortization
expense in relation to the amortization of intangible mining rights.
In the year ended December 31, 2011, the Group had to recognize
a one-time fair value non-cash gain arising from the acquisition of
Emir-Oil, LLC of RMB460.3 million which is mainly caused by
recognition of an intangible asset being mining rights with a fair
value of RMB577.3 million for the acquisition in order to comply
with IFRS accounting standards. This intangible asset is depreciated
using units-of-production method based on proved and probable
developed producing reserves. Given that this amortization
expense of RMB40.2 million is required because we had to write-
up intangible assets by the fair value of RMB577.3 million during
the acquisition of Emir-Oil in 2011 to comply with IFRS accounting
standards, and such amortization expense is not related to
operations of oil and gas properties, therefore this amortization
expense should not be considered as a cost of operations.

Distribution and administrative expenses. The Group’s distribution
and administrative expenses increased by RMB29.1 million, or
23.9%, from RMB121.8 million for the year ended December 31,
2011 to RMB150.9 million for the year ended December 31, 2012.
The increase in distribution and administrative expenses was
primarily due to: (i) we acquired PCR in 2012 and incurred
professional fee and other related expenses of RMB18.3 million
which were recorded in administrative expenses; (ii) inclusion of
12 months of administrative expenses amounting to RMB6.6
million for Condor’s operation in USA (but for the year ended
December 31, 2011, Condor’s administrative expenses only
amounted to RMB1.2 million since the acquisition was completed
in October 2011); (iii) the Group incurred more business travel
expenses due to the business expansion.

During the year ended December 31, 2012, Emir-Oil’s
administrative expenses amounted to RMB5.6million.
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Management Discussion and Analysis (continued)

B PR o i B o3 (%)

e Taxes other than income taxes. The Group's taxes other than o FJE (FrfgBiEE4F) o A S B RIBLIE (715

income taxes increased by RMB160.2 million, or 24.4%, from BN s - F —— £+ H=1+—
RMB656.8 million for the year ended December 31, 2011 to H R4 B N R 6.568 15 Jo 1y m A R
RMB817.0 million for the year ended December 31, 2012. The Wi1e02f8 td244% B2 W E —F ——
following table summarizes taxes other than income taxes for the A=+ —HIEENARYES.17
years ended December 31, 2012 and December 31, 2011: Eixe FTEMERMEBE 22— 4

+oA=t—RAE_F—-—%+"A
=+ — H A NBUE (BT3RS -

Year ended December 31,

BETA=1+—HILEE

2012 2011
e
RMB’000 RMB’000

AR¥ETR ARWTT

China ot |
Special oil levy A1 T P AL i 46 524,391 595,368
Urban construction tax and education surtax I R M M 15,611 13,825
Others HoAth 294 -
540,296 609,193
Kazakhstan W B e i 3
Rent export tax 4 0B 135,150 25,458
Mineral extraction tax TS BH B B 34,984 6,699
Rent export duty expenditures A4t 11 BB BH S 29,876 5,527
Property tax B EE B 24,420 7,549
Social liability expense g EATBH X 2,925 2,340
227,355 47,573
Others H Ay
Withholding tax THENFL 49,321 -
816,972 656,766
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The increase in taxes other than income taxes is mainly due to the
increase from Kazakhstan operation. For the year ended December
31, 2012, inclusion of full 12 months of Emir-Oil’s operation
resulted in taxes other than income taxes amounting to RMB227.4
million(but for the year ended December 31, 2011, during the
three months ended December 31, 2011 that we controlled Emir-
Oil, Emir-Oil’s taxes other than income taxes amounted to
RMB47.6 million). We need to pay rent export tax, mineral
extraction tax, rent export duty expenditure and property tax in our
Kazakhstan operation given that Kazakhstan operation does not
require a PSC structure to share oil produced with state-owned oil
and gas companies or the government (unlike our operations in
China).

Rent Export Tax

Rent export tax is payable on export oil and is calculated based on
world prices for crude oil. Rent Export Tax rate depends on export
price for crude oil and can be 0% if export price is less than US$40
per barrel or up to 32% if export price is higher than US$190 per
barrel.

Mineral Extraction Tax (“MET”)

MET is payable at a rate of 5% for export oil and 2.5% on domestic
oil. MET for export oil is calculated at 5% based on (barrels of oil
produced less barrels of domestic oil and barrels of internally
consumed oil) multiplied by average world price per barrel. MET
for domestic oil is calculated at 2.5% based on barrels of domestic
oil multiplied by production cost per barrel multiplied by 120%.

Rent Export Duty Expenditure

Rent export duty expenditure is payable on export oil and
calculated as US$40 per metric tonne or US$5.35 per barrel
multiplied by volume of export oil sales.

Property Tax
Property tax is payable on oil and gas assets which have been

granted a production licence at a rate of 1.5% based on average
balance of oil and gas properties.
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Others

Withholding tax represents accrual of withholding tax on interest
charged on intercompany loans. However, there is no set period
for payment of interest between Group companies which will
trigger the payments of withholding tax.

The increase in the Group’s taxes other than income taxes is
partially offset by the decrease in special oil levy for the China
operation. Although China’s average realized oil price increased
from US$109.99 per barrel for the year ended December 31, 2011
to US$113.51 per barrel for the year ended December 31, 2012
and sales volume increased from 3.84 million barrels for the year
ended December 31, 2011 to 4.08 million barrels for the year
ended December 31, 2012, China’s taxes other than income taxes
decreased in 2012 because the Ministry of Finance of the People’s
Republic of China issued a notice regarding the increase of the
threshold of the special oil levy from US$40 to US$55 per barrel
(Cai Qi 2011 No.480) paid by crude oil producers with effect from
November 2011.

Other (losses) income. The Group had other income of RMB39.5
million for the year ended December 31, 2012, compared to other
losses of RMB24.9 million for the year ended December 31, 2011.
Other income for the year ended December 31, 2012 arose
primarily due to the non-cash unrealized gain of RMB17.3 million
from changes in fair value of option granted by the Company to
Acap Limited and consulting fee income of RMB17.5 million.
Other losses for the year ended December 31, 2011 arose primarily
from a non-cash unrealized loss of RMB32.2 million from changes
in fair value of the oil hedge options. At December 31, 2012, all
the oil hedge options expired.
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Profit from operations

The Group’s profit from operations increased by RMB25.6 million, or
2.3%, from RMB1,099.2 million for the year ended December 31, 2011
to RMB1,124.8 million for the year ended December 31, 2012. This
increase was primarily due to an increase in revenue, partially offset by
the increase in depreciation, depletion and amortization, taxes other than
income taxes, purchase, services and others and employee compensation
cost.

Finance income/(costs), net

The Group’s net finance cost increased by RMB119.7 million, or 74.9%,
from RMB159.8 million for the year ended December 31, 2011 to
RMB279.5 million for the year ended December 31, 2012.

Finance income decreased from RMB74.7 million for the year ended
December 31, 2011 to RMB5.8 million for the year ended December 31,
2012. The decrease in finance income was primarily due to exchange
gains of RMB70.7 million for the year ended December 31, 2011 caused
by the appreciation of the Renminbi against the US dollar in 2011 and
our borrowings being denominated and settled in US dollars. The
Renminbi remained relatively stable in 2012.

Finance cost increased RMB50.8 million or 21.7% from RMB234.5
million for the year ended December 31, 2011 to RMB285.3 million for
the year ended December 31, 2012. Included in finance costs for the
year ended December 31, 2011 are one-off costs associated with the
early repayment of the US$200 million LIBOR + 4.5% CITIC bank loan
(“US$200 Million CITIC Loan”) totaling RMB38.7 million. In May 2011,
the Company issued the US$400 million 5-year senior notes with 9.75%
annual coupon rate (“2016 Notes”) to finance the acquisition of Emir-Oil
and to repay the US$200 Million CITIC Loan resulting in an early
repayment penalty of US$T million (RMB6.8 million), waiver fee of
US$0.4 million (RMB2.6 million) and write-off of unamortized non-cash
costs of RMB29.3 million. For the year ended December 31, 2011,
finance costs included interest expense of the 2016 Notes from May
2011 to December 2011, interest expense on the US$200 Million CITIC
Loan from January 2011 to May 2011, and the one-off costs associated
with the early repayment of the US$200 Million CITIC Loan of RMB38.7
million.
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For the year ended December 31, 2012, finance costs increased primarily
due to: (i) full 12 months of interest expenses for the 2016 Notes; (i) we
borrowed US$80 million at LIBOR+4.5% and US$60 million at
LIBOR+3.5% from China Minsheng Banking Corporation Limited head
office and China Minsheng Banking Corporation Limited Hong Kong
Branch (“Minsheng”) in 2012. The effective interest rates of these two
Minsheng loans are 9.05% per annum and 9.61% per annum,
respectively; (iii) we took on a RMB50 million six-months working
capital bank loan from China Construction Bank (“CCB”) in January 2012
which was repaid on July 16, 2012. In July, 2012, we took a RMB60
million six-months working capital bank loan from CCB which was
repaid in January 2013. The effective interest rates of these two six-
months working capital CCB loans are 7.015% per annum and 6.44%
per annum, respectively.

Gain arising from acquisition of Emir-Oil

For the year ended December 31, 2011, the Group recorded a one-time
fair value non-cash gain arising from acquisition of Emir-Oil of
RMB460.3 million to comply with IFRS accounting standards. The
recognition of this one-time fair value non-cash gains also required
recognition of an intangible asset being mining rights with a fair value of
RMB577.3 million which must be amortized commencing the year
ended December 31, 2012.

Share of loss of jointly controlled entities

The Group acquired a 50% interest in White Hawk and 51% interest in
SGE in 2012. The Group’s share of loss of jointly controlled entities
totaled RMB8.3 million for the year ended December 31, 2012, and
comprise RMB1.0 million share of profit from White Hawk and RMB9.3
million share of loss of SGE.
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Profit before income tax

The Group'’s profit before income tax decreased by RMB562.8 million,
or 40.2%, from RMB1,399.8 million for the year ended December 31,
2011 to RMB837.0 million for the year ended December 31, 2012. This
decrease was primarily due to the cumulative effects of the above factors,
and in particular, the inclusion of the one-time fair value non-cash gain
arising from the acquisition of Emir-Oil of RMB460.3 million included in
the year ended December 31, 2011. After excluding the one-time fair
value non-cash gain arising from the acquisition of Emir-Oil of
RMB460.3 million, the Group’s profit before income tax for the year
ended December 31, 2011 would be RMB939.5 million. After taking
into consideration the exclusion of the one-time fair value non-cash gain
of RMB460.3 million, the Group’s profit before income tax decreased by
RMB102.5 million or 10.9% from RMB939.5 million for the year ended
December 31, 2011 to RMB837.0 million for the year ended December
31,2012.

Income tax expense

The Group had income tax expense of RMB293.9 million for the year
ended December 31, 2011, compared to income tax expense of
RMB295.8 million for the year ended December 31, 2012. The effective
tax rate for the year ended December 31, 2012 is 35%. The effective tax
rate for the year ended December 31, 2011 was 21%, but after adjusting
for non-taxable the one-time fair value non-cash gain of RMB460.3
million, the effective tax rate was 31%.

Net profit for the year

As a result of the foregoing, our net profit for the year decreased by
RMB564.5 million, or 51.0%, from RMB1,105.8 million for the year
ended December 31, 2011 to RMB541.3 million for the year ended
December 31, 2012. However, net profit for the year ended December
31, 2011 includes a one-time fair value non-cash gain arising from the
acquisition of Emir-Oil of RMB460.3 million. After excluding the one-
time fair value non-cash gain of RMB460.3 million, the Group’s net
profit for the year ended December 31, 2011 is RMB645.5 million. After
taking into consideration the exclusion of the one-time fair value non-
cash gain of RMB460.3 million, the Group’s net profit decreased by
RMB104.2 million or 16.1% from RMB645.5 million for the year ended
December 31, 2011 to RMB541.3 million for the year ended December
31,2012.
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Adjusted net profit is net profit for the year adjusted for items included in
determining Adjusted EBITDA. Adjusted net profit reflects the Group's
net income adjusted for non-cash and non-recurring items. The adjusted
net profit decreased by RMB22.0 million, or 3.0%, from RMB729.7
million for the year ended December 31, 2011 to RMB707.7 million for
the year ended December 31, 2012.

During the 2nd half of 2012, Emir-Oil’s operations have significantly
turned around. During the 1st half of 2012, Emir-Oil recorded a profit
from operation of RMB6.6 million, a loss before income tax of RMB17.0
million and a net loss of RMB14.0 million. In the 2nd half of 2012, Emir-
Oil’s operations have completely turned around to record a full year’s
profit from operation of RMB69.3 million, profit before income tax of
RMB70.1 million and net profit of RMB42.3 million.

EBITDA and Adjusted EBITDA

We provide a reconciliation of EBITDA and adjusted EBITDA to net profit
for the year, our most directly comparable financial performance
calculated and presented in accordance with IFRS. EBITDA refers to
earnings before finance income, finance costs, income tax and
depreciation, depletion and amortization. Adjusted EBITDA refers to
EBITDA adjusted to exclude non-cash items such as share-based
compensation expense, realized and unrealized loss/(gain) on the oil
hedge options, gain arising from acquisition of Emir-Oil, loss on
impairment of receivables, write-off of inventory, loss on disposal of
property, plant and equipment and intangible assets, expenses related to
the issuance of senior notes given these expenses are related to financing
activities, and any other non-recurring items such as acquisition expenses
and geological and geophysical expenses.

The Group’s adjusted EBITDA reflects the Group's recurring cash flow
earnings from its core operations.

We have included EBITDA and adjusted EBITDA as we believe EBITDA
is a financial measure commonly used in the oil and gas industry. We
believe that EBITDA and adjusted EBITDA are used as supplemental
financial measures by our management and by investors, research
analysts, bankers and others, to assess our operating performance,
cashflow and return on capital as compared to those of other companies
in our industry, and our ability to take on financing. However, EBITDA
and adjusted EBITDA should not be considered in isolation or construed
as alternatives to profit from operations or any other measure of
performance or as an indicator of our operating performance or
profitability. EBITDA and adjusted EBITDA fail to account for corporate
tax, finance income, finance costs and other non-operating cash
expenses. EBITDA and adjusted EBITDA do not consider any functional
or legal requirements of the business that may require us to conserve and
allocate funds for any purposes.
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The following table presents a reconciliation of EBITDA and adjusted
EBITDA to net profit for the years ended December 31, 2012 and

December 31, 2011:

Net profit for the year

Income tax expenses

Finance income

Finance cost

Depreciation, depletion and amortization

EBITDA

Withholding tax on interest accrued for
intercompany loans

Share-based compensation expenses

Write off of inventory

(Gain)/Loss on oil hedge options

Gain arising from acquisition of Emir-Oil

Loss on disposal of property, plant and
equipment

Impairment of trade and other receivables

Gain from changes in fair value of option to

ACAP
Option granted to Essentia
Other acquisition expenses
Geological and geophysical expense

Expenses related to issuance of senior notes

Adjusted EBITDA

The Group’s EBITDA decreased by approximately RMB123.6 million, or
5.9%, from approximately RMB2,101.5 million for the year ended
December 31, 2011 to approximately RMB1,977.9 million for the year
ended December 31, 2012. The decrease was primarily due to inclusion
of the one-time fair value non-cash gain arising from acquisition of Emir-
Oil of RMB460.3 million for the year ended December 31, 2011. After
excluding the one-time fair value non-cash gain of RMB460.3 million,
the Group’s EBITDA for the year ended December 31, 2011 should be
RMB1,641.2 million, which would result in an increase in the Group’s
EBITDA for the year ended December 31, 2012 by RMB336.7 million, or

increase of 20.5%.
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Year Ended December 31,
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2012
e S

RMB’000
AREE Tt

541,272
295,765

(5,797)
285,307
861,367

1,977,914

49,321

86,066
1,430

(1,487)

862
1,052

17,317)
5,341
18,261
22,922

2,144,365

2011
S
RMB’000
AT T

1,105,842
293,909
(74,728)
234,482
542,002

2,101,507

18,042

32,137
(460,345)

1,089

8,760

24,127

1,725,317
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The Group’s adjusted EBITDA increased by approximately RMB419.1
million, or 24.3%, from approximately RMB1,725.3 million for the year
ended December 31, 2011 to approximately RMB2,144.4 million for the
year ended December 31, 2012. The increase in adjusted EBITDA was
also primarily due to the increase in sales volume.

The Group’s EBITDA and Adjusted EBITDA by operating segment are set
out below:

China
Gl
RMB’000
ARHF
Net profit for the year A R A1 863,853
Income tax expenses JrARBE B X 268,026
Finance income HAB A (2,974
Finance cost WA 2 T 22,514
Depreciation, depletion and
amortization PrEE - FEHE RS 741,487
EBITDA EBITDA 1,892,906
Withholding tax on interest accrued for /2wl IH] &5k MEH IS 1Y
intercompany loans AR A =
Share-based compensation expenses {4 32 72,861
Write off of inventory TFE TS =
(Gain)/Loss on oil hedge options AHE DI (k2s) /s 9,148
Loss on disposal of property, plantand & A8 « TRR M1
equipment feifR =
Impairment of trade and HE W B2 A e
other receivables TR =
Gain from changes of fair value of 1] ACAPH% t: 9 I HE ]
option to ACAP N RBEE S R -
Option granted to Essentia 1] Essentia £ t 9 41 1E =
Other acquisition expenses FCAtsc B 5 =
Geological and geophysical expense & J b Bk 32 3¢ -
Adjusted EBITDA S EBITDA 1,974,915
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Year Ended December 31, 2012
BRE_Z AT A= B EEE
Kazakhstan USA Others Total
Wi i e i e | HAl il
RMB’000 RMB’000 RMB’000 RMB’000
ARBEFE  AR®Fr AR®FE AR®FE

42,340 (11,8750 (353,046) 541,272
27,739 - - 295,765
2,763) (56) @) (5,797)
2,018 121 260,654 285,307
115,849 3,814 217 861,367
185,183 (7,996) 92,179 1,977,914
- - 49,321 49,321

3,861 - 9,344 86,066
1,430 - - 1,430

- - (10,635) (1,487)

862 - - 862
1,052 - - 1,052

- - (17,317) (17,317)

- - 5,341 5,341
- - 18,261 18,261
18,729 4,193 - 22,922

211,117 (3,803) (37,864) 2,144,365



Management Discussion and Analysis (continued)

B PR o i B o3 (%)

Year ended December 31, 2011
BEF A=t —HIERE

China  Kazakhstan USA Others Total
R IR K0 Hit At
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
AR¥FT  AR®TT AR¥TT AR¥TFT AR¥TT
Net profit for the year BT R A 917,388 (5,326) (1,208) 194,988 1,105,842
Income tax expenses P Bibe 3 296,075 (2,166) - - 293,909
Finance income BB (72,174) - - (2,554) (74,728)
Finance cost S 2 69,024 - - 165,458 234,482
Depreciation, depletion and
amortization 85 FEIH NS 513,834 28,103 - 65 542,002
EBITDA EBITDA 1,724,147 20,611 (1,208) 357,957 2,101,507
Share-based compensation expenses i {4 5 18,042 - - - 18,042
Loss on ol hedge options Al R 21,276 - - 10,861 32,137
Gain arising from acquisition of
Emir-Oil, LLC Wl Emir-Oil, LLCFI 7% - - - (460,345) (460,345)
Expenses related to issuance of
senior notes AT R IRA S - - - 24127 24,127
Loss on disposal of property, plantand & ARH) & « TR KA
equipment 235l - 1,089 - - 1,089
Other acquisition expenses A B 52 - - - 8,760 8,760
Adjusted EBITDA AR EBITDA 1,763,465 21,700 (1,208) (58,640) 1,725,317

Liquidity and Capital Resources

Overview

The Group’s primary sources of cash during 2012 were cash flow from
operating activities and cash flow from financing activities. We used cash
primarily to fund capital spending program and to acquire 100% interest

in PCR and 51% interest in SGE.

In 2012, we had net cash generated from operating activities of
RMB1,147.7 million, net cash used in investing activities of RMB2,026.8
million, net cash generated from financing activities of RMB817.6
million, a translation loss of foreign currency of RMB4.4 million, and a

net decrease in cash and cash equivalent of RMB61.4 million.
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Cash generated from operating activities

Net cash generated from operating activities was RMB1,147.7 million in
the year ended December 31, 2012. In the year ended December 31,
2012, our net cash generated in operating activities included profit
before income tax of RMB837.0 million adjusted for, depreciation,
depletion and amortization of RMB861.4 million, net interest expenses
of RMB275.7 million, unrealized foreign exchange loss of RMB2.3
million, gain from changes of fair value of option to ACAP of RMB17.3
million, option granted to Essentia of RMB5.3 million, employee share
option of RMB66.6 million, change in fair value of oil hedge options of
RMB1.5 million, write-off of inventory RMB1.4 million, impairment of
trade and other receivables of RMB1.1 million and share of loss from
jointly controlled entities of RMB8.3 million, offset by loan granted to
GOC of RMB106.7 million, loan granted to PEDCO of RMB13.6 million,
loan granted to jointly controlled entities of RMB4.9 million, and
changes in working capital which included decrease in trade and other
payables of RMB163.9 million, an increase in trade and other receivables
of RMB71.4 million and an increase in inventories of RMB0.8 million,
and interest paid of RMB270.9 million and income tax paid of RMB260.5
million.

Net cash generated from operating activities was RMB1,217.5 million in
the year ended December 31, 2011. In the year ended December 31,
2011, our net cash generated in operating activities included profit
before income tax of RMB1,399.8 million adjusted for, depreciation,
depletion and amortization of RMB542.0 million, gain arising from the
acquisition of Emir Oil, LLC of RMB460.3 million, net interest expenses
of RMB220.2 million, unrealized foreign exchange gain of RMB70.7
million, a fair value loss on oil hedge option of RMB32.1 million,
employee share option of RMB5.4 million, loan granted to GOC of
RMB92.3 million, offset by repayment of loan by GOC of RMB63.8
million and changes in working capital which included a increase in
trade and other payables of RMB215.5 million, an increase in trade and
other receivable of RMB209.8 million and an increase in inventories of
RMB17.6 million, and interest paid of RMB147.6 million and income tax
paid of RMB264.1 million.
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Cash used in investing activities

Net cash used in investing activities in the year ended December 31,
2012 amounted to RMB2,026.8 million, as a result of purchases of
property, plant and equipment of RMB1,820.6 million, acquisition of
PCR of RMB214.3 million, payment for acquiring 51% interest in SGE of
RMB178.0 million, payment for acquiring 50% interest in White Hawk
and the PEDCO warrants of RMB12.4 million, offset by a decrease in
pledged deposits of RMB192.8 million, and interest received of RMB5.8
million.

Net cash used in investing activities in the year ended December 31,
2011 amounted to RMB2,447.9 million, as a result of purchases of
property, plant and equipment of RMB1,241.9 million, payment of
RMB985.9 million for acquiring of Emir-Oil, increase in pledged deposits
of RMB205.3 million, payment of RMB18.9 million for acquiring a
31.25% working capital interest in Niobrara and 4,000,000 restricted
convertible preferred shares from PEDCO, partially offset by the interest
received of RMB4.1 million.

Cash generated from financing activities

Net cash generated from financing activities in the year ended December
31, 2012 amounted to RMB817.6 million primarily due to proceeds from
bank borrowings of RMB982.5 million comprising a US$80 million loan
and US$60 million loan from Minsheng and a RMB60 million and
RMB50 million short-term working capital loan from CCB, offset by 2011
final cash dividend of RMB95.1 million; repayments of RMB50 million
short-term working capital loan from CCB, RMB6.7 million used for the
payment of loan arrangement fees, payment for share buyback of
RMB12.5 million and repayment of RMB1.0 million for capital lease
liability.

Net cash generated from financing activities in the year ended December
31, 2011 amounted to RMB1,093.8 million primarily due to proceeds
from the issuance of US$400 million 2016 Notes of RMB2,524.6 million
in May 2011, offset by RMB1,308.3 million used for the repayment of
US$200 million CITIC bank loan in May 2011, payment of 2010 final
cash dividend of RMB76.8 million, and payment of RMB34.5 million for
the expenses related to the issuance of US$400 million 2016 Notes;
payment of RMB10.7 million for fees incurred during the initial public
offering.

PG By P R B

HEFE -t H=ZFHILEE 4
5B R B A A N R 20268800 5 2
F 7 WAL B AS T > R B R N R 19 18.206
ot iz FEAE IR N R WE 2,143 0T ~ Ui
SGE 51% M % £ 3 A R ¥ 1.780 18 70 ~ Yt i
White Hawk 50% i #i DA & PEDCO &8 I fE 75
N EEH1,240 80 > #1277 2 A R
1.928fEC X E A8 N ¥ 580 & T T EEY -

HE X —-—F T+ H=ZF—HIEE BE
EE T B &S NRE 244790850 5 2
HA W AN B 2 - TR s AR 12.419
&0 ~ W Emir-Oil 7 3\ R #79.859 18 G »
O 41 A7 23 m A R 2,053 18 oo - Wi i
Niobrara 31.25% & #E & 4 # #i X PEDCO 1Y
4,000,000 173 32 B il 7T i 4 45 51 e A+ 3N B
1,890 5 7T » B4 B B Ui FILE A R 410 8 T
fITHkEY -

Al 5 35 B P A B

HEFE T A= HILEE B
mEE B SRS NS 76T £
LR i R ERAT R T AR A AR 9.825 1800
(G R AR $RAT 45 19 8,000 # 35 011 6,000
BT R DA B B R SR AT A5 1 i U
& B RN R %6,0008 T & A R ¥ 5,000
Jt) > | E - —FERYHE SR EAR9,510
BT~ EE AT R 5,000 # oo )
BEESEN - AR HEE R AR 670
BT~ B (] A5 3k N R 1,250 BT M £
EARME A AR 100 &ICHTHES] -

HEE——FE+ A= HIEE > BE
T6 B 2 A Y B R AR 10,938 180G -
FEHR EF—-—FERLHBT4EET F
—NAAE S TS EE A R 25,246 (%00
A =T ——4F 7 A R P E AT 24800
BB O N R 13.083 1800 ~ IR — & —
TAERWB & BB NR K 7,680 870 « A
BEiT4fE R B NEEHRE TN ARK
3,450 L R AT IR ABBEEEEZ AN
B 1,070 & T RTHEES ©



Our gearing ratio, which is defined as total borrowings less cash and
cash equivalents (“Net Borrowings”) divided by the sum of Net
Borrowings and total equity, increased slightly from 39% as at December
31, 2011 to 46% as at December 31, 2012, principally due to the
additional US$80 million and US$60 million Minsheng loans and
RMB60 million short-term working capital loan from CCB.

Our Total Borrowings to EBITDA ratio, which is defined as total
borrowings divided by EBITDA increased from 1.17 as at December 31,
2011 to 1.71 as at December 31, 2012. Included in EBITDA for the year
ended December 31, 2011 is a one-time fair value non-cash gain of
RMB460.3 million which is non-recurring and non-cash. After excluding
this one-time fair value non-cash gain of RMB460.3 million, the total
borrowing to EBITDA ratio would be 1.50 as at December 31, 2011.

Our Total Borrowings to Adjusted EBITDA ratio, which is defined as total
borrowings divided by Adjusted EBITDA increased from 1.43 as at
December 31, 2011 to 1.58 as at December 31, 2012.

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

Oil price risk

The Group is engaged in crude oil development, production and selling
activities. Prices of crude oil are affected by both domestic and global
factors which are beyond the control of the Group. The fluctuations in
such prices may have favourable or unfavourable impacts to the Group.
Prior to 2008, the Group did not use any derivative instruments to hedge
against potential price fluctuations of crude oil and therefore the Group
was exposed to general price fluctuations of crude oil. During the year
ended December 31, 2010 and 2011, the Group entered into oil hedge
options contracts to manage its price risk.
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Currency risk

The majority of the Group’s China operation sales are in US dollars,
while production and other expenses are incurred in RMB. The RMB is
not a freely convertible currency and is regulated by the PRC
government. Limitation in foreign exchange transactions imposed by the
PRC government could cause future exchange rates to vary significantly
from current or historical exchange rates. Management is not in a
position to anticipate changes in the PRC foreign exchange regulations
and as such is unable to reasonably anticipate the impacts on the
Group's results of operations or financial position arising from future
changes in exchange rates.

As at December 31, 2012, the Group had 2,426 employees, with 2,069
based in China and 349 based in Kazakhstan and 8 based in USA.

We have adopted a market-oriented employment system and a
competitive remuneration scheme. The remuneration scheme and
employment system are periodically reviewed. Apart from pension funds
and in-house training programs, performance bonuses and share options
may be awarded to employees according to assessment of individual
contribution.

Please refer to Note 19 to the Consolidated Financial Statements of this
annual report.

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

We have audited the consolidated financial statements of MIE Holdings
Corporation (“the Company”) and its subsidiaries (together, the “Group”)
set out on pages 82 to 204, which comprise the consolidated and
company statements of financial position as at 31 December 2012, and
the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and fair
view 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 the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2012, and of the Group’s profit and cash flows for the year
then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

This report, including the opinion, has been prepared for and only for
you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, March 27, 2013
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ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Investments

Trade and other receivables
Restricted cash

Current assets

Inventories

Derivative financial instruments
Trade and other receivables
Pledged deposits

Cash and cash equivalents

Total Assets

EQUITY
Capital and reserves attributable to
owners of the Company
Ordinary shares
Share premium
Other reserves
Retained earnings
— Proposed final dividend
— Others

Equity attributable to owners
of the Company

Non-controlling interests

Total Equity
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Notes
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As at December 31,

w+—H=+—H
2012 2011
e I
RMB’000 RMB’000
AR¥F I ARHET o
6,632,652 5,267,499
603,898 584,322
185,602 3,966
178,817 32,032
9,687 7,530
7,610,656 5,895,349
52,616 51,837
418 9,151
740,180 703,068
41,106 233,891
467,164 533,029
1,301,484 1,530,976
8,912,140 7,426,325
17,629 17,627
836,374 835,709
203,107 102,083
126,665 94,435
2,279,598 1,909,295
3,463,373 2,959,149
810 3,504
3,464,183 2,962,653



As at December 31,

w+r-H=1+—H
2012 2011
R —E——4F
Notes RMB’000 RMB’000
Mzt AR¥F I ANR¥ETF T
LIABILITIES i
Non-current liabilities e B) £ 1
Asset retirement obligations B I 16 45,090 21,876
Deferred income tax liabilities — net IR AE T A5 R B 17 260,135 213,447
Trade and other payables JREAST Je HoAth R4S} 3 IH 18 209,434 110,358
Borrowings EEe 19 3,327,894 2,463,004
Derivative financial instruments 4 m 1T A 9 67,839 85,157
3,910,392 2,893,842
Current liabilities i B AR
Trade and other payables JREAST B HoAth R A} I 18 1,404,451 1,495,602
Current income tax liabilities BV BT 580 £ 73,114 63,610
Borrowings R 19 60,000 -
Derivative financial instruments A4 T H 9 = 10,618
1,537,565 1,569,830
Total Liabilities B 5,447,957 4,463,672
Total Equity and Liabilities HE#5 I A I AR 8,912,140 7,426,325
Net current liabilities B £ A (236,081) (38,854)
Total assets less current liabilities R RO B AL 7,374,575 5,856,495

91 H EH204 H 2 M 518 A A O B R £
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The notes on pages 91 to 204 are an integral part of these consolidated
financial statements.
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The financial statements on pages 82 to 204 were approved by the Board
of Directors on March 27, 2013 and were signed on its behalf.

Ty e R
Zhang Ruilin Allen Mak
i B 2% 2% AR
Director Director
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ASSETS

Non-current assets

Property, plant and equipment
Investments in subsidiaries
Amount due from subsidiaries
Loan to subsidiaries
Investments

Prepayments to third parties

Current assets

Amount due from subsidiaries
Other receivables

Cash and cash equivalents

Total Assets

EQUITY

Capital and reserves

Ordinary shares

Share premium

Other reserves

Retained earnings
— Proposed final dividend
— Others

Total Equity
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As at December 31,

wm+—_H=+—H
2012 2011
e
Notes RMB’000 RMB’000
ik AR¥F I ARHET o
1,363 1,584
25 1,739,866 1,418,594
25 1,563,115 3,329,987
25 1,346,407 —
8 3,966 3,966
9,031 12,063
4,663,748 4,766,194
25 282,848 94,514
60,668 3
13 7,965 52,381
351,481 146,898
5,015,229 4,913,092
14 17,629 17,627
15 836,374 835,709
15 1,387,044 1,332,718
27 126,665 94,435
29,700 59,223
2,397,412 2,339,712



LIABILITIES
Non-current liabilities
Borrowings

Other liabilities

Current liabilities

Salary payable

Interest payable

Stock appreciation rights liabilities
Derivative financial instruments
Other liabilities

Total Liabilities
Total Equity and Liabilities
Net current assets

Total assets less current liabilities

The notes on pages 91 to 204 are an integral part of these financial

statements.

The financial statements on pages 82 to 204 were approved by the Board
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of Directors on March 27, 2013 and were signed on its behalf.

Zhang Ruilin

iR B BF
Director
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As at December 31,

wm+—_H=+—H
2012 2011
e I
Notes RMB’000 RMB’000
Wt Ft AR Tt NG T
19 2,467,733 2,463,004
16,437 —
2,484,170 2,463,004
3,156 31,576
33,607 33,689
18 50,517 33,512
9 - 10,618
46,367 981
133,647 110,376
2,617,817 2,573,380
5,015,229 4,913,092
217,834 36,522
4,881,582 4,802,716
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Revenue

Operating expenses

Purchases, services and other

Geological and geophysical expense
Employee compensation costs
Depreciation, depletion and amortization
Distribution expenses

Administrative expenses

Taxes other than income taxes

Other income/(losses)

Total operating expenses
Profit from operations

Finance income
Finance costs

Finance costs — net
Gain arising from acquisition of
Emir-QOil, LLC

Share of loss of jointly controlled entities

Profit before income tax
Income tax expense

Net profit for the year

Attributable to:
Owners of the Company
Non-controlling interests

L&

REE B S

PRI ~ 5 B HoAth

BB e i Bk B2
B TR A

P - FEIR S

85 B S

(i dif

BLIE (Fri3BiBRAH)

HAbd A, (5 18)

RRFCE B S
R A

SABS A
A5 22 1

TR

) Emir-Oil, LLC F £

S I [ 2 ) T 185 0 4 3 9

B3k Pt 15 B iy it )
P 45 Bt Bl 2

A A 3

S %
Ao w T
42 1l HEE 2

Year ended December 31,

BET A=+ —HIL4EE

2012 2011
e A
Notes RMB’000 RMB’000
Mt ANRW Tt PNEL T
5 3,485,616 2,827,141
(278,679) (185,494)
(22,922) -
20 (269,546) (197,052)
(861,367) (542,002)
(33,483) (31,472)
(117,382) (90,297)
21 (816,972) (656,766)
22 39,547 (24,898)
(2,360,304) (1,727,981)
1,124,812 1,099,160
23 5,797 74,728
23 (285,307) (234,482)
23 (279,510) (159,754)
— 460,345
8 (8,265) =
837,037 1,399,751
24 (295,765) (293,909)
541,272 1,105,842
543,966 1,106,072
(2,694) (230)



Earnings per share, Basic (expressed R s s (R AR
in RMB per share)

Earnings per share, Diluted (expressed i B & Bt it 25 (5 1 A R )
in RMB per share)

Dividends distributed during the year A B, 3 At
Dividends proposed after the balance e LR H R R4 IR IR G

sheet date

Net profit for the year A N 15 i

Other comprehensive income: FoAh &5 A WL i

Currency translation difference BT

Other comprehensive income for AR Y At 3 45 W i AR TR

the year, net of tax

Total comprehensive income for the year 4F 4 % & W &5 A3 %

Attributable to: BB .
Owners of the Company 2NN
Non-controlling interests P ] PR HE A

Total comprehensive income for the year 4£ Py % 5 W £ 444

The notes on pages 91 to 204 are an integral part of these consolidated
financial statements.

Notes
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Year ended December 31,

BET A=+ —HIL4ERE

2012

—B 4R
RMB’000
ANRW Tt

0.21

0.20

95,070

126,665

541,272

4,794)

4,794)

536,478

539,172
(2,694)

536,478

2011
—F——f
RMB’000
ARBET T

0.42

0.42

76,842

94,435

1,105,842

(44,697)

(44,697)

1,061,145

1,061,375
(230)

1,061,145
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Consolidated Statement of Changes in Equity

& B b 35 52

LIFS

Attributable to owners of the Company

e YNGR
Non-
Ordinary Share Other ~ Retained controlling Total
shares  premium reserves earnings Total interests equity
Rt
Tk RkmE KR ek st Ha  ERAE
Notes RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Wit ARETr ARWTT AR®TT ARMTx ARETT ARNTE  ARETX
As at January 1, 2011 RZZ——4—]—H 17,588 826,477 91,919 1023947 1,959,931 - 1,959,931
Comprehensive income for Gald
the year
Net profit for the year G - - - 1106072 1,106,072 (230) 1,105,842
Transfer to safety fund reserve B R Z2H AR = = 49447 (49,447) - - -
Currency translation difference & W47 B % = = (44,697) = (44,697) = (44,697)
- - 4750 1,056,625 1,061,375 (230) 1,061,145
Transactions with owners W ERS
Employees stock option scheme 1 & Rt e 1 21
— value of employee — R ERH B
services 14(b), 20 - - 5,414 - 5,414 - 5,414
— exercise of employee — il B R
options 14(a) 39 9,232 - - 9,271 - 9,271
Capital contribution from TG G AR
Non-controlling interests = = = = = 3,734 3,734
Cash dividend distribution HaRBAK = = = (76,842)  (76,842) = (76,842)
Total transactions with owners T F #7554
of the Company 39 9,232 5414 (76,842) (62,157) 3,734 (58,423)
Asat December 31,2011 -4+ A0 1767 835709 10,083 2003730 2959149 3504 2962633
388 MIE HOLDINGS CORPORATION ¢ ANNUAL REPORT 2012



As at January 1, 2012

Comprehensive income for
the year

Net profit for the year

Transfer to safety fund reserve

Currency translation difference

Transactions with owners

Employees stock option scheme
— value of employee services
— exercise of employee options

Share buy back

Option granted to Essentia

Cash dividend distribution

Total transactions with owners
of the Company

As at December 31, 2012

RZZ-ZHE-A-H
e

R

L ER e S 0]
AW R

T e
T Essentia 1] £ & 1
HAREMR

SR 2 A

e Sty Y s

Ordinary

shares

i

Notes RMB'000
i ARWTFR
17,627

14(b), 20 -
14(a) 2
14(c) -
14(d) -
27 -
2

17,629

Attributable to owners of the Company

R B B
Non-
Share Other  Retained controlling Total
premium reserves earnings Total interests equity
ettt

Bkl JUERE Bl it LI,
RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000
ARBFE  ARBFE  ARBFE  ARBFE  AREFL  ARKTT

835,709 102,083 2,003,730 2,959,149 3,504 2,962,653

- - 543,966 543,966 (2,694) 541,272
- 46,363 (46,363) - = -
- 4,799 4,799 - 4,794)

- A5 497603 539172 (2,694 536478

- 66,644 - 66,644 - 66,644

665 - - 667 - 667

- (12,330 - (12530 - (12530

- 5,341 - 5,341 - 5,341

- - (050700 (95,070 - (95070

665 59455 (95,0700 (34,948) - (34949)
836374 203,107 2406263 3463373 810 3,464,183

The notes on pages 91 to 204 are an integral part of these consolidated %591 B % 55204 & 2 M 51 J&@ A & DF WA BS R %

financial statements.

2 -



Year ended December 31,

BEH+ A=+ —HIL#E

2012 2011
= e
Notes RMB’000 RMB’000

Wit AR¥TRE  ARWTT

Cash flows from operating activities 878 1 Y A W B 4 U
Cash generated from operations wEEANHA 28 1,679,075 1,629,218
Interest paid EATFLE (270,903) (147,573)
Income tax paid SRR PR (260,451) (264,120)
Net cash generated from operating 287 0 ) B A W B

activities 1,147,721 1,217,525
Cash flows from investing activities B B R B & i
Acquisition of subsidiaries, net of cash Ty A > FnBRIEA R I 4

acquired 30 (214,320) (985,925)
Purchases of property, plant and W BB R~ TR S XA

equipment (1,820,627) (1,241,908)
Payment for mineral extraction rights in /% PEDCO # 4t/ &% Condor

Condor and PEDCO preferred shares R 2 B R S AR i 8 - (18,903)
Payment for acquiring 50% interest in £ 15 5 White Hawk 50% i &

White Hawk and the PEDCO warrants PEDCO 78 B HE 78 S ATk IH 8 (12,363) =
Payment for acquiring 51% interest in SGE % & SGE 51% # 5 32 f+f X8 8 (178,027) -
Decrease/(increase) in pledged deposits K77 Z MWL (H8h0) 192,785 (205,271)
Interest received B F]E 5,797 4,066
Net cash used in investing activities & W B R B (2,026,755) (2,447,941)
Cash flows from financing activities il 6 B A M B R
Proceeds from issue of share capital BEAT IR I A5 3K 369 =
Proceeds from borrowings & KT A5 KA 982,534 -
Payment of loan arrangement fees SRR T ek 22T (6,693) -
Proceeds from issue of 2016 Notes, net #5171 2016 S48 15 2K I 17 48 - 2,524,589
Payment of expenses for issuance of 172016 ZERAREA # A

2016 Notes = (34,511)
Repayments of borrowings RS (50,000) (1,308,329)
Capital element of finance lease rentals 2+ A AL B AR 4 A BE AR 3543

paid (1,012) (348)
Payment of fees relating to Global Offering 37 {+f 4> Bk %% 5 AH B 22 ) - (10,725)
Cash dividends paid EA Bl B S (95,070) (76,842)
Payment for share buy back ST B 1] i ek TR 14(c) (12,530) -
Net cash generated from financing il 17 ) A W B 4 i

activities 817,598 1,093,834
Net decrease in cash and cash equivalents 34 & 3 4 % (5 ¥ ) I A ¥ 40 (61,436) (136,582)
Exchange losses on cash and cash Bl & M B 4 56 1 1 Y BE 52 i 4R

equivalents (4,429) (10,422)
Cash and cash equivalents at beginning  4F #1846 KB & EEY

of the year 533,029 680,033
Cash and cash equivalents at end of ERBRERBEEHY

the year 13 467,164 533,029

The notes on pages 91 to 204 are an integral part of these consolidated %591 H % £ 204 H 2 Mt 5T J& 4 & PF B 75 %
financial statements. 74y o



The Company was incorporated by Far East Energy Limited
(“FEEL”), a company incorporated in Hong Kong with limited
liability on March 20, 2008. The address of its registered office is
Maples Corporate Services Limited, P.O. Box 309 Ugland House,
Grand Cayman KY1-1104, Cayman Islands. The Company’s shares
are listed on the Stock Exchange of Hong Kong Limited.

The Company and its subsidiaries” (“the Group”) principal business
is to engage in the development, production and sale of (1) oil
through MI Energy Corporation’s (“MIE”) four Production Sharing
Contracts (“PSC”) in China; (2) oil and gas through Emir-Oil, LLC's
(“Emir-Oil, LLC") exploration contract and three production
contracts in Kazakhstan; (3) shale oil and gas through Condor
Energy Technology LLC’s (“Condor”) working interest in the
Niobrara asset in the United States of America; and (4) oil through
Pan-China Resources Ltd (“PCR”)’s Kongnan PSC block within
Dagang oil field in Hebei province of China. The Group also has a
jointly controlled entity engaged in the production and sale of
shale oil and gas in the USA and a jointly controlled entity engaged
in the exploration of unconventional gas in China as further
explained below.

On May 23, 2012, the Group through its subsidiary MIE Jurassic
Energy Corporation (“MIEJ”) acquired from Pacific Energy
Development Corporation (“PEDCO”) for a consideration of US$2
million a 50% interest in White Hawk Petroleum LLC (“White
Hawk”), an LLC registered in Nevada, USA, which holds a 7.939%
working interest and a 5.95425% net revenue interest covering
1,650.75 gross acres in the Leighton-Mandurah prospect deep
contract area located in the State of Texas’ Eagle Ford shale
formation. PEDCO has also granted to MIEJ two warrants, one for
500,000 shares of PEDCO common stock at US$1.25 per share
and another one for 500,000 shares of PEDCO common stock at
US$1.50 per share both exercisable within two years after the date
of acquisition (“PEDCO warrants”).

2%/ W) f Far East Energy Limited (L4 T fiif
Fi TFEEL D) (— A b o Mt S 1 A PR
ANFEDAE EENAEZA A B ML
57 o kAL 2% Maples Corporate Services
Limited, P.O. Box 309 Ugland House, Grand
Cayman KY1-1104 > Cayman Islands °
A FIE T WG 2 5 Ir A IR A w] BT
L e

AR ) T S S W A W) (AT i AR [ A 4R
B ) e p R - A RHE - (M
Energy Corporation (EL N i # [MIE]) fiZ
A e B Y DO EE 2 RUE H T B R
(2)Emir-Oil, LLC ( A " f& & [Emir-Oil,
LLC D) o7 74 W B s 7 38 A S 4 4 [l A =
Ji A 2 A TR Y BRI A R SR 55 (3)Condor
Energy Technology LLC (L4 T féi#& [ Condor )
ﬁﬁ’:\%H@Niobrara%?ﬂ’]%ﬁi%ﬁﬁﬁ
T IS MARAR ; (4) 2 FERREA R
22w (BAT i 4% [PCRJ) hﬁ/\ﬁfjlﬂjliﬁ
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Corporation (LA i #% [ MIE) J) 7] Pacific
Energy Development Corporation ( P21 T
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¥ White Hawk Petroleum LLC (4T i #%
[ White Hawk ) 50% 9% %5 - White Hawk
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On June 25, 2012, the Group entered into an agreement with Sino
Gas and Energy Holdings Limited (“SGEH”) and Sino Gas and
Energy Limited (“SGE”) to acquire 51% of the equity interest in
SGE, an entity organized under the laws of Australia. The principal
business activity of SGE is the exploration of unconventional gas in
China pursuant to two PSCs, namely Linxing PSC and Sanjiaobei
PSC, both of which are located on the eastern flank of the Ordos
Basin. The aggregate amount of the consideration payable by the
Company is US$100 million comprising (a) US$10 million for the
purchase of certain existing SGE ordinary shares payable in cash at
completion; and (b) US$66,342,287 and US$23,657,713 for the
subscription of certain new preference shares of SGE and certain
loan notes to SGE payable in cash progressively after completion,
respectively. US$10 million was paid on July 4, 2012 at
completion, which was the date that SGE became a jointly
controlled entity of the Group.

On November 21, 2012, the Company and Sunwing Energy
Limited (“Sunwing”) entered into an agreement, pursuant to which
the Company agreed to purchase and Sunwing agreed to sell all of
the issued and outstanding shares of PCR. The acquisition was
completed on December 14, 2012 at an adjusted purchase price of
approximately US$39.6 million, of which US$4 million has been
withheld and will be delivered within 180 days after the
completion. The principal business activity of PCR is oil and gas
development and production operations in the PRC. Pursuant to a
production sharing contract with PetroChina, PCR holds 100%
participating interest in the foreign contractor’s entitlement and
obligations. The production sharing contract, originally signed in
1997 with a maximum term of 30 years, has been in the
commercial production phase since 2009 and covers an area of
31.29 square kilometres named Kongnan block within Dagang oil
field in Hebei province.

The financial statements are presented in Renminbi (“RMB”) unless
otherwise stated. These financial statements have been approved
for issue by the Board of Directors on March 27, 2013.
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The principal accounting policies applied in the preparation of
these financial statements are set out below. These policies have
been consistently applied to all the years presented, unless
otherwise stated.

(@) Basis of preparation

The consolidated financial statements of MIE Holdings
Corporation have been prepared in accordance with
International Financial Reporting Standards (“IFRS”). The
consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation
of available-for-sale financial assets and financial liabilities
(including derivative instruments) at fair value through profit
or loss.

The preparation of consolidated financial statements in
conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise
its judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial
statements are disclosed in Note 4.

(i)  Net current liabilities

As at December 31, 2012, the Group has a deficiency
in net current assets of RMB236,081,000 which was
driven mainly by significant capital expansion program
undertaken by the Company in 2012. The Group
generated positive cash flow from operating activities
of RMB1,147,721,000 for the year ended December
31, 2012 and expects to continue to generate positive
cash flow in year 2013. It has also issued US$200
million senior notes in February 2013 and secured a
facility for a working capital loan of RMB60 million
from a bank (Note 33).
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(@)

Basis of preparation (Continued)

@

(ii)

Net current liabilities (Continued)

After taking into consideration the positive operating
cash flow and the availability of the US$200 million
senior notes issued in February 2013, and the working
capital loan of RMB60 million above, the Board of
Directors believe that the Company has sufficient cash
to enable it to pay its debts as and when they fall due.

Changes in accounting policy and disclosures

A)

New and amended standards adopted by the
Group

The IASB has amended IAS 12, ‘Income taxes’, to
introduce an exception to the principle for the
measurement of deferred tax assets or liabilities
arising on an investment property measured at
fair value. IAS 12 requires an entity to measure
the deferred tax relating to an asset depending on
whether the entity expects to recover the carrying
amount of the asset through use or sale. The
amendment introduces a rebuttable presumption
that an investment property measured at fair
value is recovered entirely by sale. The
amendment is applicable retrospectively to
annual periods beginning on or after January 1,
2012.

The adoption of the new standard did not have a
material impact on the Group’s or Company’s
financial statements.
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(@)

Basis of preparation (Continued)

(ii)

Changes in accounting policy and disclosures
(Continued)

(B)

New standards and interpretations not yet
adopted

A number of new standards and amendments to
standards and interpretations are effective for
annual periods beginning after January 1, 2012,
and have not been applied in preparing these
consolidated financial statements. None of these
are expected to have a significant effect on the
consolidated financial statements of the Group,
except for the following as set out below:

Amendment to IAS 1, ‘Financial statement
presentation’ regarding other comprehensive
income. The main change resulting from these
amendments is a requirement for entities to
Group items presented in ‘other comprehensive
income’ (OCI) on the basis of whether they are
potentially reclassifiable to profit or loss
subsequently (reclassification adjustments). The
amendments do not address which items are
presented in OCI.

IFRS 13, ‘Fair value measurement’, aims to
improve consistency and reduce complexity by
providing a precise definition of fair value and a
single source of fair value measurement and
disclosure requirements for use across IFRSs. The
requirements, which are largely aligned between
IFRSs and US GAAP, do not extend the use of fair
value accounting but provide guidance on how it
should be applied where its use is already
required or permitted by other standards within
IFRSs or US GAAP.
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(@)

Basis of preparation (Continued)

(ii)

Changes in accounting policy and disclosures
(Continued)

(B)

New standards and interpretations not yet
adopted (Continued)

IFRS 9, ‘Financial instruments’, addresses the
classification, measurement and recognition of
financial assets and financial liabilities. IFRS 9
was issued in November 2009 and October
2010. It replaces the parts of IAS 39 that relate to
the classification and measurement of financial
instruments. IFRS 9 requires financial assets to be
classified into two measurement categories: those
measured as at fair value and those measured at
amortised cost. The determination is made at
initial recognition. The classification depends on
the entity’s business model for managing its
financial instruments and the contractual cash
flow characteristics of the instrument. For
financial liabilities, the standard retains most of
the IAS 39 requirements. The main change is that,
in cases where the fair value option is taken for
financial liabilities, the part of a fair value change
due to an entity’s own credit risk is recorded in
other comprehensive income rather than the
income statement, unless this creates an
accounting mismatch. The Group is yet to assess
IFRS 9’s full impact and intends to adopt IFRS 9
no later than the accounting period beginning on
or after January 1, 2015. The Group will also
consider the impact of the remaining phases of
IFRS 9 when completed by the Board.
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(@)

Basis of preparation (Continued)

(ii)

Changes in accounting policy and disclosures
(Continued)

(B)

New standards and interpretations not yet
adopted (Continued)

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

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

The Group is in the process of reviewing the
impact of the above standards and do not expect
these standards to have a material impact on the
Group’s or Company’s financial statements at the
current stage.
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(b) Subsidiaries

@

Consolidation

Subsidiaries are all entities (including special purpose
entities) over which the Group has the power to govern
the financial and operating policies generally
accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential
voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity. The Group also assesses
existence of control where it does not have more than
50% of the voting power but is able to govern the
financial and operating policies by virtue of de-facto
control.

De-facto control may arise from circumstances where it
does not have more than 50% of the voting power but
is able to govern the financial and operating policies by
virtue of de-facto control.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Inter-company transactions, balances, income and
expenses on transactions between Group companies
are eliminated. Profits and losses resulting from inter-
company transactions that are recognized in assets are
also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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(b) Subsidiaries (Continued)

@

Consolidation (Continued)
Business combination

The Group applies the acquisition method to account
for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities incurred
to the former owners of the acquiree and the equity
interests issued by the Group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business
combination are measured initially at their fair values
at the acquisition date. The Group recognizes any non-
controlling interest in the acquiree on an acquisition-
by-acquisition basis, either at fair value or at the non-
controlling interest’s proportionate share of the
recognized amounts of acquiree’s identifiable net
assets.

Acquisition-related costs are expensed as incurred.

Any contingent consideration to be transferred by the
Group is recognized at fair value at the acquisition
date. Subsequent changes to the fair value of the
contingent consideration that is deemed to be an asset
or liability is recognized in accordance with IAS 39
either in profit or loss or as a change to other
comprehensive income. Contingent consideration that
is classified as equity is not re-measured, and its
subsequent settlement is accounted for within equity.

Goodwill is initially measured as the excess of the
aggregate of the consideration transferred and the fair
value of non-controlling interest over the net
identifiable assets acquired and liabilities assumed. If
this consideration is lower than the fair value of the net
assets of the subsidiary acquired, the difference is
recognized in consolidated statement of comprehensive
income.
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(b) Subsidiaries (Continued)

()

(i)  Separate financial statements

Investments in subsidiaries are accounted for at cost
less impairment. Cost also includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of dividend
and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of the
investment in the separate financial statements exceeds
the carrying amount in the consolidated financial
statements of the investee’s net assets including
goodwill.

Jointly controlled entities

The Group’s interests in jointly controlled entities are
accounted for using the equity method of accounting. Under
the equity method of accounting, interests in joint ventures
are initially recognized at cost and adjusted thereafter to
recognize the Group’s share of the post-acquisition of profits
or losses and movements in other comprehensive income.
When the Group’s share of losses in a joint venture equals or
exceeds its interests in the joint ventures (which includes any
long-term interests that, in substance, form part of the
Group's net investment in the joint ventures), the Group does
not recognize further losses, unless it has incurred obligations
or made payments on behalf of the joint ventures.

Unrealized gains on transactions between the Group and its
joint ventures are eliminated to the extent of the Group's
interest in the joint ventures. Unrealized losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred.
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(d) Production sharing contracts (“PSCs”)

The Group’s development and production activities in China
are conducted jointly with others through PSCs. These PSCs
establish joint control over the development and production
activities. The assets are not owned by a separate legal entity
but are controlled by individual participants in the PSCs.
Each participant is entitled to a predetermined share of the
related output and bears an agreed share of the costs.

The consolidated financial statements reflect:

(i)  MIE and PCR’s assets used in jointly controlled
operations;

(i) any liabilities that MIE and PCR have incurred;

(iiiy  MIE and PCR’s share of any liabilities incurred jointly
with the other PSC partners in relation to the joint
production;

(iv) any income from the sale or use of MIE and PCR’s
share of the output of the production, together with its
share of any expenses incurred in the production; and

(v) any expenses that MIE and PCR have incurred in
respect of their interests in the production.
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(d) Production sharing contracts (“PSCs”) (Continued)

(A)

Daan, Moliging and Miao3 PSC

MIE and Global Oil Corporation (“GOC”), hold a 90%
interest and a 10% interest in the foreign participating
interest in the PSCs for Daan, Moliging and Miao3,
respectively. Pursuant to the three PSCs with
PetroChina, the annual gross production of the crude
oil shall, after payment for value added tax and royalty,
be firstly deemed as the cost recovery oil and shall be
used for cost recovery in the following sequence:

o Payment in kind for the operating costs actually
incurred by MIE and GOC (collectively “the
foreign partners”) and PetroChina.

o The remainder of the cost recovery oil shall, after
payment for the operating costs, be deemed as
investment recovery oil. Such investment
recovery oil shall be used for the simultaneous
recovery of the pilot test costs and the
development costs incurred by foreign partners
and the predevelopment costs spent by
PetroChina in proportion of 20% by PetroChina
and 80% by foreign partners. The unrecovered
costs of the parties shall be carried forward to and
recovered from the investment recovery oil in
succeeding calendar years until being fully
recovered.

e After all pilot test costs and development costs
incurred up to that time have been recovered, the
remainder of the gross production of crude oil for
that period is referred to as profit oil and shall be
allocated in proportion of PetroChina 52% and
foreign partners 48%.
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(d) Production sharing contracts (“PSCs”) (Continued)

(A)

(B)

Daan, Moliging and Miao3 PSC (Continued)

J The operating costs so incurred after the date of
commencement of commercial production shall
be paid respectively by PetroChina and foreign
partners in accordance with the proportion of oil
allocated to each party.

GOC is entitled to a 10% share of the foreign partners’
interest in property, plant and equipment, income and
expenses. The Group received income and paid
expenses on behalf of GOC. These are recorded in the
relevant accounts with GOC (Note 31).

Kongnan PSC

PCR holds 100% foreign participating interest in the
Kongnan PSC. Pursuant to the PSC with PetroChina, the
annual gross production of the crude oil shall, after
payment for value added tax and royalty, be firstly
deemed as the cost recovery oil and shall be used for
cost recovery in the following sequence:

J Payment in kind for the operating costs actually
incurred by PCR and PetroChina.
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(d) Production sharing contracts (“PSCs”) (Continued)

(B)

Kongnan PSC (Continued)

J The remainder of the cost recovery oil shall, after
payment for the operating costs, be deemed as
investment recovery oil. Such investment
recovery oil shall be used for the simultaneous
recovery of the pilot test costs and the
development costs incurred by foreign partners
and the predevelopment costs spent by
PetroChina in proportion of 18% by PetroChina
and 82% by PCR. The unrecovered costs of the
parties shall be carried forward to and recovered
from the investment recovery oil in succeeding
calendar years until being fully recovered.

o After all pilot test costs and development costs
incurred up to that time have been recovered, the
remainder of the gross production of crude oil for
that period is referred to as profit oil and shall be
allocated in proportion of PetroChina 51% and
PCR 49%.

e The operating costs so incurred after the date of
commencement of commercial production shall
be paid respectively by PetroChina and PCR in
accordance with the proportion of oil allocated to
each party.

(e) Foreign currency translation

@

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The functional
currency of the Company is United States Dollar
(“US$”). The presentation currency of the consolidated
financial statements is the RMB.
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(e)

Foreign currency translation (Continued)

(ii)

(iii)

Transactions and balances of each entity

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in
the consolidated statement of comprehensive income.

Group companies

The results and financial position of all the Group
entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency
different from the presentation currency are translated
into the presentation currency as follows:

o assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

o income and expenses for each statement of
comprehensive income are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses are
translated at the rate on the dates of the
transactions); and

J all resulting exchange differences are recognized
in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate. Exchange differences arising are
recognized in other comprehensive income.
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Property, plant and equipment

Property, plant and equipment, including oil and gas
properties, is stated at historical cost less accumulated
depreciation, depletion, amortization and impairment.
Historical cost includes expenditures that are directly
attributable to the acquisition of the items. Cost may also
include transfers from equity of any gains/losses on qualifying
cash flow hedges of foreign currency purchases of property,
plant and equipment.

Subsequent costs are included in the asset’s carrying amount
or recognized as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of any replaced
part is derecognized. All other repairs and maintenance are
charged to the consolidated statements of comprehensive
income during the reporting year in which they are incurred.

Except for oil and gas properties, depreciation is calculated
using the straight-line method to allocate their cost less their
residual values over their estimated useful lives, as follows:

Gas utilization facility 10 years
Buildings and improvements 7-10 years
Office equipment 3 years
Motor vehicles and production equipment 10 years

The assets’ residual values and useful lives are reviewed and
adjusted if appropriate, at the end of each reporting period.
An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Construction in progress is not depreciated until it is ready for
its intended use.

Gains and losses on disposals are determined by comparing
proceeds with the carrying amount and are recognized within
other income or other expense in the consolidated statements
of comprehensive income.
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Exploration and evaluation assets and oil and gas
properties

The successful efforts method of accounting is used for oil
and gas exploration and production activities. Under this
method, all costs for development wells, support equipment
and facilities, and proved mineral interests in oil and gas
properties are capitalized. Geological and geophysical costs
are expensed when incurred. Costs of exploratory wells are
capitalized as exploration and evaluation assets pending
determination of whether the wells find proved oil and gas
reserves. Proved oil and gas reserves are the estimated
quantities of crude oil and natural gas which geological and
engineering data demonstrate with reasonable certainty to be
recoverable in future years from known reservoirs under
existing economic and operating conditions, i.e., prices and
costs as of the date the estimate is made. Prices include
consideration of changes in existing prices provided only by
contractual arrangements, but not on escalations based upon
future conditions.

Exploratory wells in areas not requiring major capital
expenditures are evaluated for economic viability within one
year of completion of drilling. The related well costs are
expensed as dry holes if it is determined that such economic
viability is not attained. Otherwise, the related well costs are
reclassified to oil and gas properties and subject to
impairment review. For exploratory wells that are found to
have economically viable reserves in areas where major
capital expenditure will be required before production can
commence, the related well costs remain capitalized only if
additional drilling is under way or firmly planned. Otherwise
the related well costs are expensed as dry holes. The Group
does not have any costs of unproved properties capitalized in
oil and gas properties.

Identifiable exploration assets acquired are recognized as
assets at their fair value, as determined by the requirements
of Business Combinations (Note 2(b)). Exploration and
evaluation expenditure incurred subsequent to the acquisition
of an exploration asset in a business combination is
accounted for in accordance with the policy outlined above.

(®

R ~ 06 A A SR

T SR R BEL A 7 T Y 4R P AR i
FOMR o M4BTI > BIEEIE - BB
RO A LA B i SR R Y AR
% I HEE £ 1) BT A R AR 2 T DL A
A o 3BT I 3t Bk B RAS T A FE A
5 2 AL o BRI I AR TIAR 5 %
S5 2 1 B LR W i S A B T R
ERERTER TR TUEARL o
Y Tk R ol 2 A B AT AR 7% B A Sfbe
7 (B S5 B fE A% B T
R e TR MR R A R AR A S ]
o B AE R i 8 B BRI B
RARRNMEH & - EEFEEe
] 22 P K€ 19 B A 18 A% S L 1 5
J > TSI JF AR 4 A A R 1 9 A
% o

TS B AR B A S B Y
B F T4 52 ISR 19 — 4F 0 1A 1
REE AT AT T LARPAL o i /B2 o4
S5 M SR I AN A AE RS T AT 1 - Al
FHBHF TI1E B i o 3 o WA > A
I i SR TS T B 23 R 2 I SR
> WHEAT BUE A BY o 2 A AE AT B
52 15 7 I A AR B AR S Y
o3 % 3R B AT A AT AT (kR B R
H o AR B R AN IR TR AT
o B AFH BB AP S PR IR AT A
AAL o R A B bR AR TSR
RSO o AR ISR E
EEAAL AR LR W& Pl AT AT
7 o

SET5 G O 7 L Y T PR R R A AR
A AE(E T UARERE (FRE2(b)) © 1K
MR A A B ER - R SO IR IR B
G UK T LU L o



(®

(h)

@

Exploration and evaluation assets and oil and gas
properties (Continued)

The cost of oil and gas properties is amortized at the field
level based on the unit of production method. Unit of
production rates are based on oil and gas proved and
probable developed producing reserves estimated to be
recoverable from existing facilities based on the current terms
of the respective production agreements. The Group's
reserves estimates represent crude oil and gas which
management believes can be reasonably produced within the
current terms of their production agreements.

Impairment of non-financial assets

Assets that have an indefinite useful life — for example,
goodwill or intangible assets not ready to use — are not
subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized for the amount
by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting date.

Intangible assets

Intangible assets represent computer software, mineral
extraction rights, mining rights and goodwiill.

Acquired computer software licences are capitalized on the
basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortized over their
estimated useful lives of 3 years.

Mineral extraction rights are amortized using the straight-line
method over the licensed period.
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Intangible assets (Continued)

Mining rights are amortized using the unit of production
method. Unit of production rates are based on oil and gas
proved and probable developed producing reserves estimated
to be recoverable from existing facilities based on the current
terms of the respective production agreements.

Goodwill arises on the acquisition of PCR and represents the
excess of the consideration transferred over the Company’s
interest in net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree.

For the purpose of impairment testing, goodwill acquired in a
business combination is allocated to each of the cash-
generating units (“CGUs”), or groups of CGUs, that is
expected to benefit from the synergies of the combination.
Each unit or group of units to which the goodwill is allocated
represents the lowest level within the entity at which the
goodwill is monitored for internal management purposes.
Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or
more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
goodwill is compared to the recoverable amount, which is
the higher of value in use and the fair value less costs to sell.
Any impairment is recognized immediately as an expense
and is not subsequently reversed.

Loans and receivables

The Group'’s loans and receivables comprise ‘trade and other
receivables’ in the consolidated statements of financial
position.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for
expected realization is greater than 12 months after the end
of the reporting period, if these are classified as non-current
assets.
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(k)

0]

(m)

Derivative financial instruments

Derivative financial instruments are initially recognized at
fair value on the date. A derivative contract is entered into
and are subsequently re-measured at their fair value. The
method of recognizing the resulting gain or loss depends on
whether the derivative is designated as a hedging instrument,
and if so, the nature of the item being hedged.

For derivative instruments that do not qualify for hedge
accounting, changes in the fair value of these derivative
instruments are recognized immediately in the consolidated
statement of comprehensive income.

Leases

Leases where the Group is a lessee in which a significant
portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments made
under operating leases (net of any incentives received from
the lessor) are charged to the consolidated statements of
comprehensive income on a straight-line basis over the term
of the lease.

Inventories

Inventories are crude oil and materials and supplies which
are stated at the lower of cost and net realizable value.
Materials and supplies costs are determined by the first-in
first-out method. Crude oil costs are determined by the
weighted average cost method. The cost of crude oil
comprise direct labour, depreciation, other direct costs and
related production overhead, but excludes borrowing costs.
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(n)

(0)

Trade and other receivables

Trade and other receivables are recognized initially at fair
value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment.A
provision for impairment of trade receivables is established
when there is objective evidence that the Group will not be
able to collect all amounts due according to the original
terms of the receivables. The factors the Group considers
when assessing whether a trade receivable is impaired
include, but are not limited to significant financial difficulties
of the customer, probability that the debtor will enter
bankruptcy or financial reorganization and default or
delinquency in payments. The amount of the provision is the
difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the original effective interest rate.

The carrying amount of the assets is reduced through the use
of an allowance account, and the amount of the loss is
recognized in the consolidated statements of comprehensive
income. When a trade receivable is uncollectible, it is written
off against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written off are
credited against expenses in the consolidated statements of
comprehensive income.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits

held at call with banks with original maturities of three
months or less from the time of purchase.
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(p) Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the consolidated statement
of comprehensive income, except to the extent that it relates
to items recognized in other comprehensive income or
directly in equity. In this case the tax is also recognized in
other comprehensive income or directly in equity.

@

(ii)

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the
Company’s subsidiaries and jointly controlled entities
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax
(A) Inside basis differences

Deferred income tax is recognized, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated
statement of financial position. However, deferred
tax liabilities are not recognized if they arise from
the initial recognition of goodwill, the deferred
income tax is not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the balance sheet date and are
expected to apply when the related deferred
income tax asset is realized or the deferred
income tax liability is settled.
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(p) Current and deferred income tax (Continued)

(q)

(ii)

(iii)

Deferred income tax (Continued)

A)

(B)

Inside basis differences (Continued)

Deferred income tax assets are recognized only
to the extent that it is probable that future taxable
profit will be available against which the
temporary differences can be utilized.

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and jointly controlled entities, except for deferred
income tax liability where the timing of the
reversal of the temporary difference is controlled
by the Group and it is probable that the
temporary difference will not reverse in the
foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances
on a net basis.

Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortized cost; any difference between the
proceeds (net of transaction costs) and the redemption value
is recognized in the consolidated statement of comprehensive
income over the period of the borrowings using the effective
interest method.
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(q)

(r)

(s

Borrowings (Continued)

Fees paid on the establishment of loan facilities are
recognized as transaction costs of the loan to the extent that
it is probable that some or all of the facility will be drawn
down. In this case, the fee is deferred until the draw-down
occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services and
amortized over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting
period.

Borrowing costs

General and specific borrowing costs directly attributable to
the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets
are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognized in profit or loss in
the period in which they are incurred.

Trade payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If not, they
are presented as non-current liabilities.

Trade payables are recognized initially at fair value and
subsequently measured at amortised cost using the effective
interest method.
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(u)

Provisions

Provisions are recognized when the Group has present legal
or constructive obligations as a result of past events, it is
probable that an outflow of resources will be required to
settle the obligations, and reliable estimates of the amounts
can be made.

Provision for future decommissioning and restoration is
recognized in full on the installation of oil and gas properties.
The amount recognized is the present value of the estimated
future expenditure determined in accordance with local
conditions and requirements. A corresponding addition to the
related oil and gas properties of an amount equivalent to the
provision is also created. This is subsequently depreciated as
part of the costs of the oil and gas properties. Any change in
the present value of the estimated expenditure other than due
to passage of time, which is regarded as interest expense, is
reflected as an adjustment to the provision and oil and gas
properties.

Employee benefits
(i) Defined contribution plan

The Group has various defined contribution plans for
state pensions, housing fund and other social
obligations in accordance with the local conditions
in China and Kazakhstan and practices in the
municipalities and province in which they operate. A
defined contribution plan is a pension and/or other
social benefits plan under which the Group pays fixed
contributions into a separate entity (a fund) and will
have no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets
to pay all employees benefits relating to employee
service in the current and prior periods. The
contributions are recognized as employee benefit
expenses when they are due.
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(u) Employee benefits (Continued)

(v)

(i)  Equity-settled share-based payment transaction

The Group operates a stock incentive compensation
plan for share-based payment transactions, including
stock options under which the entity receives services
from employees as consideration for equity instruments
(options) of the Group. The fair value of the employee
services received in exchange for the grant of the
options is recognized as an expense. The total amount
to be expensed is determined by reference to the fair
value of the options on the grant date. The total amount
expensed is recognized over the vesting period, which
is the period over which all of the specified vesting
conditions are to be satisfied.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal
value) and other reserves when the options are
exercised.

(iii) Cash-settled share-based compensation

Compensation under the stock appreciation rights is
measured based on the fair value of the liability
incurred and is expensed over the vesting period. The
liability is remeasured at each reporting period to its
fair value until settlement with all the changes in
liability related to the vested portion recorded as
employee compensation costs in the consolidated
statement of comprehensive income, the related
liability is included in the salaries and welfare payable.

Revenue recognition

Revenues are recognized only when the Group has
transferred to the buyer the significant risks and rewards of
ownership of the goods in the ordinary course of the Group’s
activities, and where the amount of revenue and the costs
incurred or to be incurred in respect of the transactions can
be measured reliably and probable economic benefit will
flow to the Group.

In China, revenues are recognized upon delivery of crude oil
that are allocated to MIE under PSC (Note 2(d)).
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(v)

(w)

(x)

(y)

(2)

Revenue recognition (Continued)

For the year ended December 31, 2012 and 2011,
PetroChina had taken more oil than its entitlement (over
lifted) and hence MIE is deemed to have sold the over lift to
PetroChina.

Repairs and maintenance

Repairs and maintenance are recognized as expenses in the
year in which they are incurred.

Share capital

Ordinary shares are classified as equity. Mandatorily
redeemable preference shares are classified as liabilities.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

Where any Group company purchases the Company’s equity
share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of
income taxes) is deducted from equity attributable to owners
of the Company until the shares are cancelled or reissued.
Where such ordinary shares are subsequently reissued, any
consideration received, net of any directly attributable
incremental transaction costs and the related income tax
effects, is included in equity attributable to the Company’s
equity holders.

Dividend distributions

Dividend distribution to the Company’s shareholders is
recognized as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends are
approved by the Company’s shareholders or directors, where
appropriate.

Earnings per share

Basic earnings per share is determined by dividing the profit
or loss attributable to equity holders of the Company by the
weighted average number of participating shares outstanding
during the reporting year.
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(2)

(aa)

Earnings per share (Continued)

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares
and adjusting the profit or loss attributable to equity holders
of the Company accordingly for related amounts. The effect
of potentially dilutive ordinary shares are included only if
they are dilutive.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing
performance of the operating segments, has been identified
as the Board of Directors (Note 5).
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3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and
liquidity risk.

(@ Market risk

0]

Foreign exchange risk

The majority of the Group’s China operation sales
are in US dollars, while production and other
expenses are incurred in RMB. The RMB is not a
freely convertible currency and is regulated by
the PRC government. Limitation in foreign
exchange transactions imposed by the PRC
government could cause future exchange rates to
vary significantly from current or historical
exchange rates. Management is not in a position
to anticipate changes in the PRC foreign
exchange regulations and as such is unable to
reasonably anticipate the impacts on the Group's
results of operations or financial position arising
from future changes in exchange rates. The
Group may enter into forward foreign exchange
contracts to manage the risk of unfavourable
fluctuations in the foreign exchange rate.

At December 31, 2012 and 2011, if US dollars
had weakened/strengthened by 1% against the
RMB with all other variables held constant, the
Group’s profit before income tax for the year
would have been RMB17,768,000 and
RMB12,535,000 higher/lower respectively,
mainly as a result of foreign exchange gains/
losses on translation of US-denominated trade
and other receivables, bank deposits and
borrowings.
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3.1 Financial risk factors (Continued)

(@

Market risk (Continued)

0]

(ii)

Foreign exchange risk (Continued)

The functional currency of the Kazakhstan
subsidiary is US dollars. The transactions of the
Kazakhstan subsidiary which are denominated in
the Kazakhstan Tenge are exposed to fluctuations
in the US dollars and Kazakhstan Tenge exchange
rate. If the US dollars had weakened/strengthened
by 1% against Kazakhstan Tenge, the Group’s
profit before income tax would have been
RMB1,534,000 higher/lower.

Cash flow interest rate risk

The Group has no material interest bearing cash
assets. The Group’s income and operating cash
flows are substantially independent of the
changes in market rates. The Group's interest
rates risk arises from borrowings. A detailed
analysis of the Group’s borrowings, together with
their respective effective interest rates and
maturity dates, are included in Note 19.
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3.1 Financial risk factors (Continued)

(@

(b)

Market risk (Continued)
(i) ~ Oil price risk

The Group is engaged in crude oil development,
production and selling activities. Prices of crude
oil are affected by both domestic and global
factors which are beyond the control of the
Group. The fluctuations in such prices may have
favourable or unfavourable impacts to the Group.
Prior to 2008, the Group did not use any
derivative instruments to hedge against potential
price fluctuations of crude oil and therefore the
Group was exposed to general price fluctuations
of crude oil. During the year ended December
31, 2012 and 2011, the Group entered into oil
hedge options contracts (Note 9) to manage its
price risk. All of the Group’s oil hedge option
contracts expired by December 31, 2012.

Credit risk

As the majority of the cash at bank balance is placed
with state-owned banks and financial institutions, the
corresponding credit risk is relatively low. Therefore,
credit risk arises primarily from trade and other
receivables. The Group has controls in place to assess
the credit quality of its customers. The carrying
amounts of cash and cash equivalents, pledged
deposits, amounts due from a related party and trade
and other receivables included in the consolidated
statements of financial position represent the Group’s
maximum exposure to credit risk.
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3.1 Financial risk factors (Continued)

(b)

(0

Credit risk (Continued)

The Group has no significant concentration of credit
risk for its cash and cash equivalents. The Group has
one customer in each of China and Kazakhstan which
in aggregate accounts for almost 100% of the Group's
revenue and as such, has concentration of credit risk
for its trade and other receivables. However, the Group
regards it as low risk as the customer in China is
PetroChina, a state-owned enterprise with a high credit
rating in China and the major customer in Kazakhstan,
Titan Oil, is one of the largest trading companies in
Mangistau region (Western Kazakhstan).

Liquidity risk

The Group’s liquidity risk management involves
maintaining sufficient cash and cash equivalents and
availability of funding through an adequate amount of
committed credit facilities.

The table below analyses the Group’s financial
liabilities and net-settled derivative financial assets and
liabilities into relevant maturity groupings based on the
remaining year at the end of the reporting period to
their contractual maturity dates.

The amounts disclosed in the table are the contractual
undiscounted cash flows of principal amount and
interests.
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3.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

Balances due within 12 months equal their carrying
amounts as the impact of discounting is not significant.

Less than
1 year
R4
RMB’000
ANR¥ET T
At December 31, 2012 REF—Z4
+ZH=1+—H
Borrowings ek 346,033
Trade and other payables JRE At B H A A
(Note 18) TIH (Mt 18) 1,106,332
At December 31, 2011 R ——4F
TFZH=E+—
Borrowings X 245,735
Derivative financial k& LA
instruments — oil hedge — fMEM
options (Note 9) SAHE (Wit 9) 10,618
Trade and other payables JRE AR T A JE AT
(Note 18) o (Mt 18) 980,616

3.2 Capital risk management

The Group’s objectives when managing capital are to
safeguard the Group's ability to continue as a going concern
in order to provide returns for shareholders and benefits for
other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The Group monitors capital on the basis of Debt over
EBITDA. Debt is calculated as total borrowings including
‘current and non-current borrowings’ as shown in the
consolidated statement of financial position. EBITDA is
calculated as profit before finance income, finance cost,
income tax and depreciation, depletion and amortization.
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3

3.3

Capital risk management (Continued)

The Debt over EBITDA ratios at December 31, 2012 and
2011 were as follows:

Total borrowings (Note 19) AR (MtaE19)
Profit before income tax 3% Jir 5454 i ¥ )
Finance income BB A

Finance cost W% #

Depreciation, depletion and amortization

EBITDA EBITDA

Debt over EBITDA ratio

The Debt over EBITDA ratio increased from 1.2 to 1.7 was
mainly due to higher borrowings as at December 31, 2012 as
compared to December 31, 2011. In addition, included in
EBITDA for the year ended December 31, 2011 is a one-
time, non-cash fair value gain arising from acquisition of
Emir-Oil, LLC of RMB460,345,000. After adjusting for this
non-cash gain, the Debt over EBITDA ratio as at December
31,2011 is 1.5.

Fair value estimation

The methods and assumptions applied in determining the fair
value of each class of financial assets and financial liabilities
of the Group are disclosed in the respective accounting
policies. The carrying amounts of the following financial
assets and financial liabilities approximate their fair value as
all of them are short-term in nature: cash and cash
equivalents, pledged deposits, current portion of trade and
other receivables, current portion of trade and other payables
and current portion of borrowings.
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3.3 Fair value estimation (Continued)

The Group adopted the amendment to IFRS 7 which requires
disclosure of fair value measurements by level of the
following fair value measurement hierarchy:

(@) quoted prices (unadjusted) in active markets for
identical assets or liabilities (Level 1);

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

(c) inputs for the asset or liability that are not based on
observable market data (unobservable inputs) (Level 3).

The following table presents the assets and liabilities
measured at fair value at December 31, 2012 and 2011:

Assets &E
As at December 31, 2012 /AR S
+=ZH=+—H
Derivative financial instruments — fi74E 4 @l T H
— PEDCO warrants — PEDCO 8
As at December 31, 2011 WFE——4
+=A=+—H

Derivative financial instruments  fi74E 4l T H

— Oil hedge options — AlE B
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Notes to the Consolidated Financial Statements (continued)
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Financial risk management (Continued)

3.3 Fair value estimation (Continued)

3 BAWS R B AE B (4)
3.3 A REMAEMNE (4)

Level 1 Level 2 Level 3
g g B=E
RMB’000 RMB’000 RMB’000

AR¥TE AR¥TT ARWTE

Liabilities fafi
As at December 31, 2012 )/ S
+=ZH=+—H
Derivative financial instruments 74 4 il T H.
— Option to ACAP — T ACAP L [a] #% & HE - - 67,839
As at December 31, 2011 /I St 3
+—-H=+—H
Derivative financial instruments — fi74E 4/l T E.
— Oil hedge options — AIME - 10,618 -
— Option to ACAP — T ACAP 3k [ # & HiE = = 85,157

Critical accounting estimates and judgements

Estimates and judgements are regularly evaluated and are based on
historical experience and other factors, including expectations of
future events that are believed to be reasonable under the

circumstances.

The matters described below are considered to be the most critical
in understanding the estimates and judgements that are involved in
preparing the Group’s consolidated financial statements.
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(@)

Estimation of proved and probable reserves

Proved reserves are those quantities of petroleum that by
analysis of geoscience and engineering data, can be
estimated with reasonable certainty to be commercially
recoverable, from a given date forward, from known
reservoirs and under defined economic conditions, operating
methods, and government regulations. Economic conditions
include consideration of changes in existing prices provided
only by contractual arrangements, but not on escalations
based upon future conditions. Proved developed producing
reserves are expected to be recovered from completion
intervals that are open and producing at the time of the
estimate. Proved undeveloped reserves are quantities
expected to be recovered through future investments: from
new wells on undrilled acreage in known accumulations,
from extending existing wells to a different (but known)
reservoir, or from infill wells that will increase recovery.
Probable reserves are additional reserves that are less certain
to be recovered than proved reserves but which, together
with proved reserves, are as likely as not to be recovered.

The Group’s reserve estimates were prepared for each oilfield
and include only reserves that the Group believes can be
reasonably produced within current economic and operating
conditions.

Proved and probable reserves cannot be measured exactly.
Reserve estimates are based on many factors related to
reservoir performance that require evaluation by the
engineers interpreting the available data, as well as price and
other economic factors. The reliability of these estimates at
any point in time depends on both the quality and quantity of
the technical and economic data, and the production
performance of the reservoirs as well as engineering
judgement. Consequently, reserve estimates are subject to
revision as additional data become available during the
producing life of a reservoir. When a commercial reservoir is
discovered, proved reserves are initially determined based on
limited data from the first well or wells. Subsequent data may
better define the extent of the reservoir and additional
production performance. Well tests and engineering studies
will likely improve the reliability of the reserve estimate. The
evolution of technology may also result in the application of
improved recovery techniques such as supplemental or
enhanced recovery projects, or both, which have the
potential to increase reserves beyond those envisioned during
the early years of a reservoir’s producing life.

(@)

4% 103 fott 52 4B 55 Gkt 2k 10 il

% W ol 23 25 08 0 A b BR B B
TREE - R WA K - R
VEOT i SRR EE RS > (4 E R A
F SIS [ 80 7 LA - BELRE A5 Al 5T
ENGE S EPACTIGORERE ‘o 8/
P45 2% REA% 5 [ 22 PR R E 1Y
BUA (A E) - e HARPRIETIE0
BRI - TREIC B E MG E A
TEIIF G 52 3 g BLB SR A9 R - T
% 98 8 BCFE AT A T i T8 B
T EE AR RE o BR WK B 4% Ak R 2
3R R AR 5 T R T SR
B4 B R 0 R G ) A S8 D 3o S
I EABA I Z AR (HASH)
F9 TH BB > A A A0 S R R R U
o MRk A0 PR W 5k 12 B A e
E RETS BRI A RHAMeti B > H LB
W fik B2 35 — BT T RE 5 AN AT BRAH

A 1 B4 ot A A4 i T 4
i A5G AE A SR R A5 T A B kg A
5 B BRAE MG 5 BHAR 1O L

O 4R W ol B AL ol o B0 T LK
flEwt i o AT R IR A Bl T
BREWAL HR (FE TR
P M A MR B A ) DA R AR A 45 L
RSP R R o (AL 7 T % 5 A T
F T S A5 T 5 il % A o7 R 1) L
BRHE - MR E BB R L TR
FUBIT A o R > 77 TH P 22 28 )
WA WA BONEER Y > R A
A F LMERT © i S5 3 i 26 sy
CER WA (ot B 1 ST AR o (R
T B AT BRI R - AR Mg
B AT B L R o R 14 SR R e AR A
FERERE o T el & TR TS
AT BE AR T Aotk Bl B FT S o d
fll 9 2% o 1 T 25 SSOME A 15 2 Y R
LI > {51 4 ol 78 R AE 4R T PR v I
H o W& > %% HE A
B 2 A o A R 200 3
ERPTTEAESE -



(@)

(b)

(c)

Estimation of proved and probable reserves
(Continued)

In general, changes in the technical maturity of reserves
resulting from new information becoming available from
development and production activities and change in oil and
gas price have tended to be the most significant cause of
annual revisions.

Estimation of impairment of property, plant and
equipment

Property, plant and equipment, including oil and gas
properties, are reviewed for possible impairments when
events or changes in circumstances indicate that the carrying
amount may not be recoverable. Determination as to whether
and how much an asset is impaired involve management
estimates and judgements such as future prices of crude oil
and production profile. However, the impairment reviews
and calculations are based on assumptions that are consistent
with the Group’s business plans. Favourable changes to some
assumptions may allow the Group to avoid the need to
impair any assets in these years, whereas unfavourable
changes may cause the assets to become impaired.

Estimation of asset retirement obligations

Provisions are recognized for the future decommissioning
and restoration of oil and gas properties that will cease
operation during commercial ownership by the Group. The
amounts of the provision recognized are the present values of
the estimated future expenditures that the Group is expected
to incur. The estimation of the future expenditures is based
on current local conditions and requirements, including legal
requirements, technology, price level, etc. In addition to
these factors, the present values of these estimated future
expenditures are also impacted by the estimation of the
economic lives of oil and gas properties. Changes in any of
these estimates will impact the operating results and the
financial position of the Group over the remaining economic
lives of the oil and gas properties.

(@)

(b)

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

The Board of Directors considers the business performance of the
Group from a geographic perspective being China ,Kazakhstan and
USA.

The China segment derives its revenue from the sale of oil.
Revenue is realized from the sale of the Group’s share of crude oil
to PetroChina pursuant to four PSCs: Daan, Moliging, Miao 3 and
Kongnan. The Kazakhstan segment derives its revenue from the
sale of oil and gas. The USA segment derives its revenue from the
sale of shale oil and gas.

The Board of Directors assesses the performance of the operating
segments based on each segment’s profit from operation.
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The segment information provided to the Board of Directors for the
reportable segments for the year ended December 31, 2012 is as

follows:
China  Kazakhstan USA Others* Total
W R FH HoAl* At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TFE ARWTZ ARWTE ARWTE ARWTX
Segment revenue Gt e 2,924,726 557,113 3,777 - 3,485,616
Revenue & 2,924,726 557,113 3,777 - 3,485,616
Purchases, services and other — #R i ~ IR S oAt (203,792) (72,841) (2,046) = (278,679)
Geological and geophysical OB Rk B
expense = (18,729) (4,193) = (22,922)
Employee compensation costs & T3l s A (182,246) (47,433) = (39,867) (269,546)
Depreciation, depletion and e FEHH RSN
amortization (741,487)  (115,849) (3,814) 17)  (861,367)
Distribution expenses b (33,483) = = = (33,483)
Administrative expenses EHE (63,368) (5,572) (6,599) 41,843)  (117,382)
Taxes other than income taxes ~ FiJE (Fr5Hi k40
(Note 21) (Mzt21) (540,296)  (227,355) = (49,321)  (816,972)
Other income HAbg A 695 = = 38,852 39,547
Profit/(loss) from operations & A,/ (JEH) 1,160,749 69,334 (12,875) (92,396) 1,124,812
Finance income BB I 2,974 2,763 56 4 5,797
Finance costs 5 ) (22,514) (2,018) (121)  (260,654)  (285,307)
Share of (loss)/gain of jointly EA LR P R
controlled entities (E548) /A58 (9,330) = 1,065 = (8,265)
Income tax expense Jr 5B B 32 (268,026) (27,739) = = (295,765)
Net profit/(loss) for the year ERTRN (BH) 863,853 42,340 (11,875) (353,046) 541,272
Total assets AR 6,335,592 2,325,320 134,560 109,722 8,905,194
Total assets includes: BB
Property, plant and equipment — AEE TR Kk 4,922,437 1,642,950 65,901 1,364 6,632,652
Intangible assets T & e 62,773 517,949 16,648 = 597,370
Investments % - - - 185,602 185,602
Additions to non-current assets  JF Ui B) & 2 1,598,886 307,096 67,723 - 1,973,705
Total liabilities AR 1,303,597 473,352 34,293 175,954 1,987,196



BE_F——F T A=ZT—HILFE
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The segment information provided to the Board of Directors for the
reportable segments for the year ended December 31, 2011 is as

follows:
China  Kazakhstan USA Others* Total
R TR T EL HoAh * M5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETT  AR¥ETT AR¥ETT AR¥ETT AR¥ETT
Segment revenue Tl 2,723,671 103,470 - - 2,827,141
Revenue &= 2,723,671 103,470 - - 2,827,141
Purchases, services and other — $R ~ R K H Al (167,912) (17,582) = = (185,494)
Employee compensation costs & T3l s A (121,391) (15,561) - (60,100) (197,052)
Depreciation, depletion and e FEHH RS
amortization (513,834) (28,103) - (65) (542,002)
Distribution expenses SR (31,472) = = = (31,472)
Administrative expenses EHE (54,319) (3,343) (1,208) (31,427) (90,297)
Taxes other than income taxes  FiJE (i {58140
(Note 21) (MfzE21) (609,193) (47,573) - - (656,766)
Other (loss)/income HAth (f5#) /s (15,237) 1,200 = (10,861) (24,898)
Profit/(loss) from operations & A,/ (JEH) 1,210,313 (7,492) (1,208)  (102,453) 1,099,160
Finance income 257 ON 72,174 = = 2,554 74,728
Finance cost HHH 2 (69,024) - - (165,458) (234,482)
Gain arising from acquisition of Y/ Emir-Oil, LLC |45
Emir-Oil, LLC - - - 460,345 460,345
Income tax expense RGN (296,075) 2,166 = = (293,909)
Net profit/(loss) for the year SERFEREH (BR) 917,388 (5,326) (1,208) 194,988 1,105,842
Total assets B 5239,006 2,078,556 20,593 78,929 7,417,174
Total assets includes: BE ML
Property, plant and equipment — REjzE ~ Tk 3,850,626 1,415,288 - 1,585 5,267,499
Intangible assets T & e 6,275 559,377 18,670 = 584,322
Additions to non-current assets  JF i B) % 7 4 1,347,546 74,254 = 1,648 1,423,448
Total liabilities AR 1,331,285 354,077 18,066 168,978 1,872,406
3 Others include costs incurred which are not directly attributable to oil * HAGFENW A e LB N T - 0S5 v

ST SRR S 3 i S S A T B ) S

and gas operations in China, Kazakhstan and USA.



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

The derivative financial instruments related to oil hedge options
held by the Group and goodwill arising from acquisition are not
considered to be segment assets.

Reportable segments’ assets are reconciled to total assets as
follows:

I B 2 i o O Wi s O wH R 5 IA B
el RNERTIE B MEEY
P A B A AR R ARG O
e i R N BN Oy AFHE R - 1S
B AR 20 B KB Y R
IMIL ©

PR 7 8 L 4R A ) BEL A 9 2 0 S A B 1Y
T A < 1l T L o S 2 ) 7R AN

ot o I S E AR AT

2012 2011
BT T —F
RMB’000 RMB’000
AR¥FR  ARWTT
Segment assets for reportable segments ot o AR 3 0 E 8,795,472 7,338,245
Other segments assets HoAth oy 38 & 7 109,722 78,929
8,905,194 7,417,174
Unallocated: Ao H
Current derivative financial instruments TRENATAE e T (WAt 9)
(Note 9) 418 9,151
Goodwill arising from PCR acquisition e B PCR 8 A= 1O 7 8 (B 30)
(Note 30) 6,528 =
Total assets per consolidated statement of 5 ff B %551k U8 % P i) & 2 AR
financial position 8,912,140 7,426,325

The amounts provided to the Board of Directors with respect to
total liabilities are measured in a manner consistent with that of the
consolidated financial statements. These liabilities are allocated
based on the operations of the segment.

The Group’s derivative financial instruments and interest-bearing
liabilities are not considered to be segment liabilities.

) 38 55 4 A B B (AR >
% M5 B &5 a2 R B 0 7 AREHE
[ o MEAE A RR DR 7 5B 09 48 2 A B E Y
BB AT

ASE B A AT AE S T HEAEHE A
AT T AR -



Reportable segments’ liabilities are reconciled to total liabilities as

follows:

Segment liabilities for reportable segments
Other segments liabilities

Unallocated:

Current derivatives financial instrument
premium (Note 18)

Non-current derivatives financial instrument
premium (Note 18)

Current derivative financial instruments
(Note 9)

Non-current derivative financial instruments
(Note 9)

Current borrowings (Note 19)

Non-current borrowings (Note 19)

Total liabilities per consolidated statement
of financial position

Breakdown of the revenue is as follows:

Analysis of revenue by segment
Sale of crude oil in China
Sale of oil and gas in Kazakhstan
Sale of oil and gas in USA

Revenues in China of approximately RMB2,924,726,000 (2011:
RMB2,723,671,000) are derived from a single external customer,
PetroChina. Revenues in Kazakhstan of approximately
RMB511,637,000 (2011: RMB96,760,000) are derived from Titan

Oil.

2012
B UE
RMB’000
NG S ST
o ar R 43 A A 1,811,242
HAth 438 1 175,954
1,987,196
KA HL
S A AT A A i T ELAE R 4
(Ktat18) 5,028
2 WA AT A7 A 4 T ELRE R 4
(K7t 18) _
KA AE S T E (M 9)
RS/ T E (Hit9)
67,839
SHHATE K (Bf7E19) 60,000
RHAE R (Kt 19) 3,327,894
B B A 5 R DL 2 1 ARG £ A
5,447,957
W EERHANAN R -
2012
B UE
RMB’000
NG S ST
W 25 35 43 8 43 B
R I 5 D 4 4 e 2 2,924,726
WA B e S HEL 0 S I SR B i 557,113
3 B 3 i SR B i 3,777
3,485,616

2011

e
RMB’000
ARMET

1,703,428
168,978

1,872,406

25,644

6,843
10,618
85,157

2,463,004

4,463,672

2011

e
RMB’000
ARMET

2,723,671
103,470

2,827,141

OB Ay OB B I i A A AN R
2,924,726,000 70 ( =& — —4 1 AR
2,723,671,000 7T ) © BT A W £ 24 20 P8
ME— AN R A R SR SRS E] o 1

T T 307 $HL 40 50 8 45 i 4 3 B AR JRURA Titan
Oil » & &4 NR%511,637,00076 ( %
——4 : ARH 96,760,000 7C) °



Notes to the Consolidated Financial Statements (continued)
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Property, plant and equipment 6 ABhE - LR
Exploration Motor
Oiland Gas and  Buildings vehicles and
gas  Construction  uilization  evaluation and Office  production
properties  in progress facility assefs improvements  equipment  equipment Total
WEE  2EMR Rk
WREE  ARIR  KARE  FEEE Wi WAERE  LESE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARHTE  ARETE  ARWTx  AR®TX  ARMTT  ARWTE  ARETT  ARWTR
Year ended December 31,2011 HE-F——4
+EAZ-H
1L
Opening net book value AR 2,607,314 190,176 - - - 4,023 22969 3,024,482
Bxchange differences iz (9,672) (628) (1217) (38) (90) (7) (139) (11,991)
Acquisition of Emir-Oil, LLC Y Emir-Oil, LLC 1,140,481 78,849 144,862 238 10179 831 17,048 1,392,488
Additions K 38752 1326954 - 10,699 4233 2,502 15007 1,398,147
Disposals i (85) = = (853) (151) = - (1,089)
Transfers i 1,304,336 (1,299,196) - - (2,923) (26) (2,191) -
Charge for the year FRER (523,776) - (3,916) - (473) (825) (5,548) (534,538)
Closing net ook value ERER R 4757150 296,155 139,729 10,046 10,775 6,498 47146 5267499
At December 31, 2011 e S 3
ToAZTH
Cost A 7,361,858 296,155 143,524 10,046 11,214 12,366 00,684 7,895,847
Accumulated depreciation BB R
and impairment (2,604,708) = (3,79) = (439) (5,868) (13,538)  (2,628,348)
Net hook value TR E 4,757,150 296,155 139,729 10,046 10,775 6,498 47,146 567,499
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Oiland Gas
gas  Construction utilization
properties  in progress facility

WREE  GRIR KNG
RMBOOO  RMBOOO  RMB'000

ARWFE  ARETE  ARWF%

Year ended December 31,2012 ®E_-F— "4

TZAZ-H

I3
Opening net book value ERT 4,757,150 296,155 139,729
Fxchange differences Ei%S (2,320 - (279)
Acquisition of PCR (Note 30) WU PCR Ltd. (#fz£30) 216,985 - -
Additions B 255574 1,552,603 =
Disposals e (481) - -
Transfers Lt 1,568,636 (1,568,465) -
Charge for the year En (791,842) - (15,632)
Closing net book value EXIE T E 6,003,702 260,293 123,818
At December 31, 2012 e S

+ZAZ+-R
Cost ik 9391829 280293 143,280
Accumulated depreciation At E R

and impairment (3,388,127) = (19,462)

Net book value IR E 6,003,702 280,293 123,818

Included in property, plant and equipment are assets used in the
PSCs. These assets amount to RMB4,922,281,000 comprising cost
of RMB8,271,241,000 less accumulated depreciation and
impairment of RMB3,348,960,000 as at December 31, 2012 (2011:
RMB3,850,477,000 comprising cost of RMB6,456,137,000 less
accumulated depreciation and impairment of RMB2,605,660,000)
directly used in and operated under the Group’s subsidiaries four
PSCs with PetroChina in China.

Exploration
and
evaluation
assets
BiEk
g E
RMB'000
ARHFTE

10,046
(18)

145,526

(1,829)

153,725

156,39

2,671)

153,725

Motor

Buildings vehicles and

and Office  production
improvements  equipment  equipment Total

£ 2103 HHk

Wik RAZRE  kERG it
RMBOOO  RMBOOO  RMBOOO  RMB'000
ARKTR  AREFR  AREFL  AREFR

10,775 6,498 47,146 5,267,499
(20) @ 27) (2,666)
- 6 966 217,957
245 1,732 16,291 1,971,971
- (90) (285) (856)

- 1,941 2112) -
(1,396) (1,710) (8,844) (821,253)

9,604 8,375 53,135 6,032,652

11,464 14,840 76710 10,074,812

(1,860) (6465 (3575  (3,442,160)
9,604 8,375 53,135 6,632,652

WoE——"H+_"A=+—H> AH
e LR KRR P AR
4,922,281,0007C ( & # & A&~ AN R ¥
8,271,241,000 JC¥k 2 5147185 I Wi (6 A\ R
#%3,348,960,000 0) (—&F——4 : AR
5 3,850,477,000 7T 1 4F A A R
6,456,137,000 JC I 2 5178 Sk (E A R
#2,605,660,000 7T ) )& & MR I8 A 4R
] L e oy BT 57 00 DU 7 4 A A B
BT LAE ) R ARRAE -



Notes to the Consolidated Financial Statements (continued)

£ OF 5 5 e 2 B (%)

136

Property, plant and equipment (Continued)

The additions of oil and gas properties of the Group for the years
ended December 31, 2012 and 2011 included RMB21,269,000
and RMB1,375,000 respectively relating to the asset retirement
obligations recognized during the year (Note 16).

Depreciation charges of RMB12,904,000 and RMB8,380,000
relating to the years ended December 31, 2012 and 2011
respectively, have been capitalized in inventories (Note 11).

During the year ended December 31, 2012 and 2011, the Group
did not capitalize any borrowing costs.
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At January 1, 2011

Cost
Accumulated amortization

Net book amount

Year ended December 31, 2011

Opening net book amount
Exchange differences

Acquisition of Emir-Oil, LLC

Additions
Amortization charge

Closing net book amount

At December 31, 2011

Cost
Accumulated amortization

Net book amount

Year ended December 31, 2012

Opening net book amount
Exchange differences

Acquisition of PCR (Note 30)

Additions
Amortization charge

Closing net book amount

At December 31, 2012

Cost
Accumulated amortization

Net book amount

RE-F——#—H—H
JA

Rt

R T

BE_F——4
FZAZF—RHILERE

301 B i 9

[ 3¢, 26 58

e Emir-Oil, LLC
byl

5% A

SN TR

RoF ot
TV ESR

JEA
Rt
W T

BEZZ -4
TZA=t—HIREE

301 B A

T 52,26 4

W% PCR Ltd. (B7E30)
s

e

AR R T T

RoF-
TR ER R

JA
2t o

I T

Goodwill
(Note 30)

e
(P 3E 30)
RMB’000

INSL S

6,528

6,528

6,528

6,528

Software

Ak
RMB’000

N ST

7,041
(5,364)

1,677

1,677
093
43
6,630
(2,720)

6,323

14,407
(8,084)

6,323

6,323

1,734
(2,439)

5,618

16,139
(10,521)

5,618

Mineral
extraction
rights

2 P £
RMB'000

AR¥T T

18,671

18,671

18,671

18,671

18,671
(38)

(1,985)

16,648

18,625
(1,977)

16,648

Mining
rights
PR HE

RMB’000
AR#T T

(4,853)
577,305

(13,124)

559,328

572,399
(13,071)

559,328

559,328
(1,206)
57,197

(40,215)

575,104

628,197
(53,093)

575,104

Total

At
RMB'000
ARKT

7,041
(5,364)

1,677

1,677
(4,160)
577,348
25,301
(15,844)

584,322

605,477
(21,155)

584,322

584,322
(1,244)
63,725
1,734
(44,639)

603,898

669,489
(65,591)

603,898



Beginning of the year (a) W] (@)
Additions (b) AJHE 0 (b)

Group

AR

As at
December 31,
2012

/A S
+oA=t—H
RMB’000
AR¥T 0

3,966
189,972

Share of results of jointly controlled entities (c) A A [R] £ ) A 0 AR R B (o) (8,265)

Exchange differences HE 58 25 %5

End of the year AR

Preferred stock in PEDCO (a) PEDCO # %t % (a)

(@ In October 2011, the Company paid US$3,000,000 to
acquire: (i) 31.25% working interest in Niobara formation in
Colorado, United States through its subsidiary, Condor, from
PEDCO; and (ii) 4,000,000 shares of restricted convertible
preferred stock in PEDCO with a par value of US$0.75 per
share. The beginning balance represents the initial value of
the convertible preferred stock of approximately
RMB3,966,000.

(71)
185,602

Company

y: N/

As at
December 31,
2011 and
2012

S
+oA= R
“F A

e S
RMB’000
ANR¥ET It

3,966

AN AR ZF—— 4+ A 345300
WU LT & E - () ARA
7] 2 7\ 7 Condor [ PEDCO Wi i
T 3¢ B B 2R B 2 M B ETR D)
%5 i i) Niobrara J& 31.25% {F 2 #E
%5 3 (ii) PEDCO 400 85 % 4 £0.75
55 J0 1 A 4 AR 27 PR AR ST (LA
T RERG [ ]) o BRI LR
S e fEE A N R 3,966,000 G °



(b)

Additions to investments comprise:

(i)

(if)

On May 23, 2012, the Group acquired from PEDCO
for a consideration of US$2,000,000: (i) a 50% capital
interest in White Hawk, a jointly controlled entity,
which holds a 7.939% working interest and a
5.95425% net revenue interest in the Eagle Ford shale
formation in Texas, United States, (ii) a warrant to
acquire 500,000 common shares in PEDCO at US$1.25
per share, and (iii) a warrant to acquire 500,000
common shares in PEDCO at US$1.50 per share (both
warrants exercisable within two years after date of
acquisition) (Note 9).

On June 25, 2012, the Group entered into an
agreement with SGEH to acquire 51% interest in SGE
for an aggregate consideration of US$100 million
comprising (i) US$10 million for the purchase of certain
existing SGE shares payable in cash at completion; and
(ii) US$66,342,287 and US$23,657,713 for the
subscription of new shares of SGE and certain loan
notes to SGE payable in cash progressively after
completion. US$10 million was paid on July 4, 2012 at
completion, which was the date that SGE became a
jointly controlled entity of the Group. During the year,
the Group has already provided funding totalling
US$16.5 million in relation to the subscription of new
shares of SGE and certain loan notes to SGE. The Group
has commitment to provide funding if called by SGE in
accordance with the 2013 annual budget as approved
by the board of directors of up to US$72.11 million.

(b)

A JHE B

(i)

(ii)

AN —-"HHHA - +=
H > Z& % E 7 PEDCO ¥
200 8 E 0 AR EELL T &
E ¢ (i) A A ] E B White
Hawk 50% 1 #E %5 > White
Hawk F4 53 111 b 25 55 B0 1A 2 2
Mo B L A 7 1 S i
Hr M 25 0 5 A 5 8 R 5 7] b
I%7.939% 1 1E 3% R 2 A
5.95425% ) 7 U 5 HE 5 (i)
50 # B A R A HE RS - AT
MEAE B B .25 585 (i)
50 5 35 408 I 0 R R R - AT
WEAE R 1.50 50 (L a2
JBCHEE B AT AT I A Ui i 2 H
HRAEZ A (FfFEE9) ©

W oE—TAENA TR
H > 7% 4 B 8L SGEH # A 1)
e o LA i AR R AR R
JC Wi B SGE % 51% 19 1B RE
LS ) i B 5T A HORE A
1,000 & 3 B 4 1§ H SGE Bl
B BT 5 (i) A i 5T K
H 2 1% 5B BEEAT 66,342,287
%6 % 23,657,713 3 7C JH i
e B SGE A H A3 I S 83K
TR EFE - _FE AN
HED Y EsE R H - AL
= £11,000 # 22 0 i B 3K e
SGE 7N Jid  H A% £y A< 45 B 3t
[Fi) 22 1 BT B o A R [ A AR AR
JE € 17 SGE #2 i 8 4% 1,650
B9 0 10 & 4 B 58 % SGE
BroE Ay B Ay K
% o FFSGEMR 5 # F & it
WA - CEEETHE
P EE TR > ALK
e T SGEHR fit 48 BH R
7,211 BEEITTME S -



Notes to the Consolidated Financial Statements (continued)
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8 Investments (Continued)

(©)

)

The Group’s share of the results in these jointly controlled
entities and their aggregated assets and liabilities for the year
ended December 31, 2012 are shown below:

# & ()

A AR A () A B Y 7
HFERTRAERE T - 4F
ToA=Z - HIEENEENA

MBS R
% Interest
Name Country of incorporation Assets Revenues Profit/(Loss) held
iy
EA 2 v i AE BiE Wi (B%R)  Remibpm
RMB’000 RMB’000 RMB’000
ANR¥ET T ARMTIL AR¥TT
White Hawk USA 14,921 1,724 1,065 50%
SGE Australia 229,991 - (9,330) 51%

White Hawk and SGE are private companies and there is no
quoted market price available for their shares.

There are no contingent liabilities related to the Group’s
interest in the jointly controlled entities.
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Notes to the Consolidated Financial Statements (continued)

o BF B 5 e 3 B (%)

9

Derivative financial instruments

9

15 A <k T L

As at December 31,

B+_H=+—H">
2012 2011
R CF—f
RMB’000 RMB’000
AR¥TFX  ARWTT
Assets g3
Oil hedge options (a) A HE HIIHE (a) — 9,151
PEDCO warrants (b) PEDCO w8 J ¥ (b) 418 -
Current portion LB 418 9,151
As at December 31,
B+_HA=+—H:>
2012 2011
R CF—f
RMB’000 RMB’000
AR¥WFx AR¥TT
Liabilities fifi
Current k]
Oil hedge options (a) A HE HIIHE (a) — 10,618
Non-current VB
Option to ACAP (c) T ACAP H:[F # & HE (c) 67,839 85,157

MI BERIERER AT o —T— _FFHR
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(@)

Oil hedge options

(i)

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

2012:

Contract Period

Year ended
December 31, 2011

Year ended
December 31, 2012

ekl

HE-Z——4
+-H=+—H

BE_F—_F
TZA=+—H

Monthly
Notional
Quantity

(barrel)

CEEZE
B (hi)

150,000

100,000

The premium of US$8.74 million (RMB57.86 million)
for the above option was payable over 8 instalments on
a quarterly basis from April 2011 (Note 18). All of the
oil hedge options with MLCI have expired at December

31,2012.

@) iR

(i)

Annual
Notional
Quantity

(barrel)

HELR
B8 (hi)

1,800,000

1,200,000

R -FEA S ARER
Merrill Lynch Commodities,
Inc. (TMLCL]) ¥ A LLF 47
LW BE —F—
-+ A=+~
HEAERE -

MIE sold MIE bought
put option put option
at strike price  at strike price

(WTI price (WTI price
per barrel) per barrel)
MIE ;& MIE Ji 5
Tk G R

FitEE T

(Pgssume  (PIpESEREN
WREME PR
i) i)

US$55.00 US$70.00

US$55.00 US$70.00

B —— A A\ 2
FERAR - A SR A R
TR 874 L (R
5,786 85 0 ) [ REF 4 43\
W mMLCISE A (B 5
18) o b #lt BT A & MLCI i A
W) Al E R
W H=1+—HEEH -



(@)

Oil hedge options (Continued)

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

Counterparty GEE:V]

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

Deutsche Bank AG Deutsche Bank AG
Standard Bank Plc Standard Bank Plc

All of the oil hedge options with the above three banks
have expired at December 31, 2012.

(b) PEDCO warrants

(c)

In relation to the Group’s acquisition of a 50% capital interest
in White Hawk, the Company also obtained a warrant to
acquire 500,000 common shares in PEDCO at US$1.25 per
share and a warrant to acquire 500,000 common shares in
PEDCO at US$1.50 per share (both warrants exercisable
within two years after date of acquisition) (Note 8). The initial
fair value of these PEDCO warrants was approximately
RMB418,000.

Option to ACAP

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

@) g IR (40

—FE——FH £EMUE
HE 25 443 Bl 17 AR SR AT I B
“HAWMER R fE
E—_"H+_H=+—H1
TR A H 431 60,000

(ii)

The Company
bought put option
at strike price
(IPE Brent price

(2 A 4

720,000 /)

The Company
sold call option
at strike price
(IPE Brent price

EEE A

The Company

bought call option

at strike price
(IPE Brent price

per barrel) per barrel) per barrel)
Al E O] 2l i E
BRGNS RERT  SRNRMIREATRE
(7 i 4 (A {45 52 (7 f 4 52
U &2)) fEks, /%A ks, /4
US$60.00 US$131.00 US$170.00
US$60.00 US$131.50 US$170.00
US$60.00 US$146.00 US$186.00
P bt = FRRAT A 3 i
EHHER T -+
H=t—HE2H -
(b) PEDCO i JBeH it

(c)

HiL 7S 45 [ 0 White Hawk 50% FfJ
HE 45 M BE > AR ) 32 % 48 PEDCO
50 & 4 A AT HEE A 1.25 3
T 1Y 52 I HERE F PEDCO 50 5 I 45
AT BEAE B 1.50 25 70 1 SR IR RE 3%
(I 0t 20 3 R A R B 2 i i 2
HE W42 A) (k) o Lt
PEDCO 2 [ # 55 (1) 411 Uh > fefE (E
X1k N 418,000 G °

T ACAP 3t [l $% & B

Acap Limited ( BA T fi§i # [ ACAP )
By 7N BAE WO Emir RF 42 f1E— % 2%
FRAE o AN ] ] ACAP#Z T 3L [A]
TG o B B T AR ] ) A
FAEE T > ACAP A Hif B A /5 7]
sUHA 1R L R B R I A
JEE 1Y 95 9.9% [ 4 48 - ACAP A 7E
28 F) 58 A R B 52 E 58 A 3618 H
AT % L A A RE - T ACAP L
A 38 G RE Y 2 e AE (B A B B A B IF
LEA IR PR -



(@)

Summary of trade and other receivables

Financial assets
Current

Trade receivables from PetroChina
(Note 31)
Trade receivable from other
third parties
Other receivables due from
related parties
— PetroChina (Note 31)
— Global Oil Corporation
(Note 31)
— White Hawk (Note 37)
Advances to employees
Unbilled receivables from PetroChina
(Note 31)
Guaranteed deposit on behalf of
Group companies
Consulting service income receivable
Receivable from PEDCO
Other receivables — others

Non-current

Amounts due from related party
— Global Oil Corporation (Note 31)

— SGE (Note 31)

(@)

<& il
B

JE W b 0 B
(KtaE31)
REW S = 75 58

TR i 5 At BB LSRR

— B (ffEE31)
— K SR ERER A7 TH
(Kt 31)
— White Hawk (#f3£31)
mE B AE H #hak
R 45 L B R o Y 3
(KtaE31)
R4 B R A B S2AT
PR

G 280 PR S e A
JEL PEDCO #KJIE
B 2K — oA

FE B

JHRE Wiz B W 5 IR
— WRR SRR BRI
(K7t 31)
— SGE (Mt7£31)

B e L At O Wk B S

As at December 31,

WrH_H=4+—8H -
2012 2011
—2—_f —T——f
RMB’000 RMB’000
NG T NER¥ET I
223,701 166,204
66,261 44,399
63,288 37,993
67,939 142,500
2,096 -
7,068 5,937
148,086 134,710
59,712 -
20,465 -
15,967 -
10,469 4,409
685,052 536,152
125,549 -
2,766 -

813,367

536,152



(@) Summary of trade and other receivables (Continued) (@) B e % HC A JEE VIS sk T AME 2kt (48

As at December 31,

“EZH=
2012 2011
= =
RMB’000 RMB’000

AR¥TFR  ARWTT

Non-financial assets I 4 il e
Current it
Advances to suppliers — others T 4k 65 7 41 H K /H\ﬁﬂ 38,950 45,717
Less: provision for impairment Uk c A R
of advances to suppliers T M — oA
— others = (1,123)
Advances to suppliers — others ﬁ@%ﬁ??ﬁf’ﬁbﬂ%ﬂk — HAt
— net — FME 38,950 44,594
Refundable deposit 7E [11] %EF’ ET?ELT% - 80,000
Advances to suppliers T (it 65 7 17 H =K
— related party (Note 31) — BRI T (/fﬁufj‘i) - 31,718
Prepayments to third parties ) £ = 7 Bt TE A K 16,178 9,657
Other deferred assets At R S - 947
55,128 166,916
Non-current LB
Advances to suppliers — others 16] {4 6 47 1 RAGR — HoAth 2,468 -
Less: provision for impairment of P e L A B ORE
advances to suppliers — others el — HoAt (2,171) =
Advances to suppliers — others 1] 6 AR 1 AGR — oAt
— net — FH 297 =
Prepayments to third parties m A = VB TR A 3R0E 15,882 12,063
Long term VAT recoverable AT [ o R (B 34,323 19,969
105,630 198,948
Total &t 918,997 735,100
Total current wE A 740,180 703,068
Total non-current JETR B A 178,817 32,032

Total it 918,997 735,100



Notes to the Consolidated Financial Statements (continued)

£ OF 5 5 e 2 B (%)

10 Trade and other receivables (Continued)

(b) The fair values of trade and other receivables financial assets

are as follows:

10 W B L fth R Wi sk I (48)

(b) B i e At JRE WS I v < il S E Y
A RAEEIT B

As at December 31,

wr-H=1+—H:
2012 2011
R F—F
RMB’000 RMB’000
AR¥TFI  ARWTT
Trade receivables from PetroChina JRE R R 223,701 166,204
Trade receivable from other third parties I EE = J5 Bk 66,261 44,399
Unbilled receivables from PetroChina ES N AP aRiE 148,086 134,710
Other receivables due from related parties BB 7 HoAth fE Y3k 261,638 160,524

Guaranteed deposit on behalf of ARAE BN ER A 7 ST B PR 4

Group companies 59,712 -
759,398 505,837
Other receivables — third parties HAbREU K — 55 =5 53,969 30,315
813,367 536,152

(c) The aging analysis of trade receivables were as follows:

() MEMRFARE AT -

As at December 31,

B+ZHA=+—H>
2012 2011
e St 2 &4
RMB’000 RMB’000
AR¥T It ANR¥TIT
0 — 30 days 0% 30H 228,452 197,123
31 - 180 days 312180 H 61,478 13,441
over 180 days 180 H LAk 32 39
289,962 210,603

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

e

=t —H - BT m H B

(LAY REWSURIIH -

146 MIE HOLDINGS CORPORATION » ANNUAL REPORT 2012



(d) The carrying amounts of trade and other receivables are (d) B s B At B SR T ) B T <2 B TS

(e)

()

denominated in the following currencies: LRSI &SI -
As at December 31,
B+ZA=+—H>
2012 2011
I St 2 —E -4
RMB’000 RMB’000

AR¥TFR  ARWTT

Renminbi AR 640,320 364,887
United States Dollars e 253,674 348,019
Kazakhstan Tenge W T 2 R 25,003 22,194
918,997 735,100
Movements in the provision for impairment of advance to (e) [l £ P VE Hb A ek 1 Y A A2 Bl
suppliers are as follows: T
As at December 31,
B+—A=+—H:
2012 2011
BT CF -4
RMB’000 RMB’000
AR¥TR ARWTT
At January 1 H—H—H 1,123 =
Provision for impairment of advance 1] {3 7 A7 1 AR (B YR
to suppliers 1,052 1,123
Exchange difference ME 58, 7 % @ -
At December 31 ®Rt+—_H=+—H 2,171 1,123
The maximum exposure to credit risk at the reporting date is RS H > O M AE RS 2y bk
the fair value of each class of trade and other receivables 55 B A e H A JRE AR IR A SR
mentioned above. The Group does not hold any collateral as (B o AR B S AR 55 A AR AT IR 490 ot A
security. JHYEAH o
The Group'’s trade receivables have credit terms of between f) AEEERERNERMA3 R

30 days to 60 days. 60 H o



As at December 31,

Bt+=H=+—H>
2012 2011
e St
RMB’000 RMB’000
ARW¥FR ARWTT

At cost )87 5 =

Oil in tank AT 18,698 11,873
Materials and supplies YrL K A 33,918 39,964
52,616 51,837

Depreciation charges of RMB12,904,000 and RMB8,380,000 have
been included in the balance above for the years ended December
31,2012 and 2011, respectively (Note 6).

BE-Z—-—"HF R _F——4FE+_H
“tT—HIREE > bl e B aEE A
& #12,904,000 00 K% A R 8,380,000
JCHIAT A (Fike) o

As at December 31,

Bt+=H=+—H>
2012 2011
BT R ——fF
RMB’000 RMB’000
AR¥FE  AR¥TT
Pledged deposits HEARAE K 41,106 233,891

Pledged deposits are interest bearing and represents bank deposit
pledged for notes payable (Note 18). The carrying amounts of
pledged deposits are denominated in Renminbi.

A A BRAR AE 2 BB AT SRR AR 8 2 A B
SRATA A (M EE18) o 18177 3K 14 M T 1

EUANRWEFIR -

As at December 31,

B+=H=+—H -
2012 2011
R oTAE R
RMB’000 RMB’000
AR¥T I ANRETIT
Restricted cash Z PRI B 45 9,687 7,530

Under the laws of the Republic of Kazakhstan, the Company is
required to set aside funds for environmental remediation relating
to its operations. As of December 31, 2012 the Company had
restricted cash balances amounting to US$1,541,000 set aside for
this purpose. Management is unable to estimate reliably when
these amounts will be utilized, and therefore, these amounts are
classified as a non-current asset.

HRE A 1 o U 4H L0 B i A > AR FIZH
PR BRI G A e B HoA B T i Y BR BT Al
B R _F—HFFT+_H=1+—H> &K
2SR E A2 BRI B4 4 1,541,000 3
JC o B HLE ok BE N SE M TR R S R
B E R MGEZ SR E

B EE -



Notes to the Consolidated Financial Statements (continued)
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13 Cash and cash equivalents 13 BERkBE&EFEHY
Group
AL M
As at December 31,
w+_HA=+—H:>
2012 2011
TR —E -4
RMB’000 RMB’000
AR¥F ANRHET T
Cash in hand W4 191 296
Cash at bank SRITAE 466,973 532,733
467,164 533,029
Company
AR
As at December 31,
w+-H=+—H"
2012 2011
BT “E A
RMB’000 RMB’000
AR T ANR¥ETF T
Cash at bank SRATAE K 7,965 52,381

Cash and cash equivalents are denominated in the following

currencies:

He RBEEEYUT I RHSIE

Group
A5
As at December 31,
Bt+=A=+—H:
2012 2011
e St 2 —F——f
RMB’000 RMB’000
YN PN T
Renminbi NG 400,682 227,103
Hong Kong Dollars #5 T 10 97
United States Dollars FEIC 52,288 304,234
Kazakhstan Tenge I B e S HH B 13,703 1,153
European Union Euros i R R 7T 473 442
Canadian Dollars Y IEVNH 8 -
467,164 533,029

MI BERIERBMRAT « —F



Notes to the Consolidated Financial Statements (continued)
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13 Cash and cash equivalents (Continued)

13

Blae kBleFEHY (8)

Company
A4 H]
As at December 31,
B+H+ZHA=+—H>
2012 2011
BT EF 4
RMB’000 RMB’000

ARBTE  ARWTT

Hong Kong Dollars T 10 97
United States Dollars B 7,955 52,284
7,965 52,381

Renminbi-denominated deposits are placed with banks in the PRC.
The conversion of these Renminbi-denominated deposits into
foreign currencies and remittance out of the PRC are subject to
certain PRC rules and regulations of foreign exchange control
promulgated by the PRC government. Also, the exchange rates are
determined by the PRC government.

There are also exchange restrictions and currency controls relating
to converting Kazakhstan Tenge into other currencies. Kazakhstan
Tenge is not freely convertible in most countries outside of the
Republic of Kazakhstan.
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7 o A %5 DU R 9B A7 00 e 2
AW T B 2R ST R B AR A Y
A T R A B A PR ) S 3R A o [ B
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Notes to the Consolidated Financial Statements (continued)

o BF B 5 e 3 B (%)

14 Share capital 14 AR
As at December 31,
WA=+ —H>
2012 2011
e St 2 —F——f
000 ‘000
T8 T
Authorized ordinary shares: REPR A T I
Ordinary shares of US$0.001 per share A3 BT 0.001 3 o054 A 100,000,000 100,000,000
As at December 31,
B+ZHA=+—H>
2012 2011
e St 2 —F A
RMB’000 RMB’000
AR¥ Tt ANR¥TIT
Issued and fully paid: CRITRAR
Ordinary shares A 17,629 17,627

As at December 31, 2012 and 2011, the total number of authorized
shares is 100,000,000,000 ordinary shares with a par value of

US$0.001 each. Each share has one vote.

HE_F-HFR_F—-—F+_H
=+ —Hi ERMEROLBEHES
100,000,000,000 ¥ @ B¢ - & B 1w (E
0.001 3EJC o AR 0 BEHEA — 254 -
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(@)

Issued and fully paid ordinary shares

(@)

The details of the issued and fully paid ordinary share capital
of the Company for the relevant periods are as follow:

Issued and fully paid:

AtJanuary 1, 2011
2,641,334,000 ordinary shares at
US$0.001 each

At April 28, 2011

Issue of 800,000 ordinary shares at
US$0.001 each for exercise of
employee stock option

AtJune 9, 2011

Issue of 900,800 ordinary shares at
US$0.001 each for exercise of
employee stock option

At August 22, 2011

Issue of 3,030,904 ordinary shares at
US$0.001 each for exercise of
employee stock option

At November 4, 2011

Issue of 1,330,104 ordinary shares at
US$0.001 each for exercise of
employee stock option

At December 31, 2011
2,647,395,808 ordinary shares at
US$0.001 each

At January 1, 2012
2,647,395,808 ordinary shares at
US$0.001 each

At March 6, 2012

Issue of 444,985 ordinary shares at
US$0.001 each for exercise of
employee stock option

At December 31, 2012
2,647,840,793 ordinary shares at
US$0.001 each

TR

WoF——4F—H—H
2,641,334,000 % - 45 B (E
0.001 2 Jn % ik

W T ——FE A 4 /\H
R F15 B0 AR - 1) DA 3 e
0.001 3 JL47{# 800,000

A

W ——EN AL

R B0 B0 A - 1) DA 3 e
0.001 3 L4714 900,800
A

W ——E N+

R 52 8 A T ) L 23 Rt
0.001 FJ6471%# 3,030,904
g

W ——F+—HMNA

R 52 8 T ) D 23 St
0.001 FJ6171# 1,330,104
g

—ZE——4FE+—H=+—H
2,647,395,808 I - 45 B 1 {E
0.001 3& JT % 40

—E—4E—H—H
2,647,395,808 Bt - 4 I {H
0.001 3% 7T # 4 JB

ZE—-TF=HNH

A A% I PSR T ) DA g2 2
0.001 3£ Je171# 444,895
1 I R

—FE -4+ -H=+—H
2,647,840,793 % > 4R (H
0.001 7T 78 i

The above movements have been reflected in the
consolidated statements of changes in equity.

O AT S 02 B 5 08 i
AN F AT B C 8 AT AR Y

W od A TEIF ST
As at December 31,
wrH_A=+—H>
2012 2011
SEoaE R
RMB’000 RMB’000
AR¥TF It NG e
17,588
5
6
19
9
39
17,627
17,627
2
17,629
é:% A EEE) O TS P HER B RN



(b) Stock incentive compensation plans

Details of the equity-settled share option schemes and stock
appreciation rights adopted by the Company are as follows:

(i)  Stock incentive compensation plan (“Plan”)

The Plan was adopted on November 20, 2009 with the
purpose of providing additional incentive to employees,
directors and consultants to attract and retain the best
available personnel for positions of substantial
responsibility. The Company originally reserved
6,072,870 ordinary shares for issuance under the Plan.
The Company has undertaken that no further options
shall be granted under the Plan upon its initial public
offering. Any options granted prior to the initial public
offering remain subject to the ordinary vesting and
exercise provisions set out in the award agreement. A
total of 4,422,000 shares originally reserved for the
Plan were cancelled upon the initial public offering.

(A) Stock options under the Plan

The options granted under the Plan are evidenced
by an option award agreement between the
Company and its employees that contains, among
other things, the number of shares granted and
provisions concerning exercisability and forfeiture
upon termination of employment, as determined
by the Board of the Company.

Vesting schedule. The options granted under the
Plan vest over a two or three-year period
following a specified vesting commencement
date. Typically, the options granted vest at each
anniversary of the grant date within the vesting
period, subject to the participant continuing to be
an employee on each vesting date.

(b) By 5 Rt M <t 21

7R TR PTG LA PSR A5 B
A S8 (e M R ) R I S A0 T

() Fedr BEmH N <5t 3 (BAF f RS
[st#0]1)

RAFERHEGH FEILFE
+— A =+ B TR A B
S A nt > BEAIEA
o IR 0 O A
REFHATHANE > AR
B~ O R R A A A
J e A L H R e TEH OH
6,072,870 e 78 i A 78 1 ik
Gy ] o NN )
R A B W A B SE
WF > fEaZatd N AT
0] L Ath, 155 1B RE o AT ] #E 23 BA
B R 4% A B RE AT D AR
B> R % 07 15 {1 HE 5% i 175
e I S B X B R Ak
oo R B ek w B B A
#04,422,000 B 2L 1 KA B
SE I RIS

A)  Zat# G R

R 153 4% ot M < =1 31
I3 14 S P A DAAS 2 W)
SRR B 2 [ F) B b
B h ok 2 IR G > W%
RS L eR) Prix
A B B E R IR
FAR AT R B P R 1) T A7
o P % TR A0 S (9%
ARFEEGINEE) o

Ft g w1 o AR 28
T A <= 8 452 £ S B
HHE A $i5 2 B e B e I 3
W 158 FH) T 4T B = 4 0 1]
AL i B o — AR > B
A5 Y 01 PSR A Bt S 0
B3 4% ] 4F T
I F BT M 2 B 2
i A% b E B AT 2 AR
H o



(b)  Jie by BRI <2 st B (%)

() ey SN < st E (BLT AR

(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”)

(Continued) [t ) (4)
(A)  Stock options under the Plan (Continued) (A)  FZFTH AR R E
(#)
Right to exercise. The term of the options granted FTOEHE AR SR AR 03 52
under the Plan will not exceed ten years from the P <5 - 452 1 ) S s
grant date. Upon termination by the participant A OTRR B #2H F AR R

or termination of the participant without cause by
the Company, any portion of the options that had
not vested on or before such termination shall
lapse immediately; any portion of the options that
were vested before such termination to the extent
not exercised within thirty days after such
termination shall also lapse. Upon termination of
the participant due to the participant’s death,
permanent disability or injury, the options remain
subject to ordinary vesting schedule and exercise
provision where the option agreement permits.
Upon termination of the participant by the
Company for cause, any portion of the options
not already exercised lapse immediately.

ANE R A o it i
R T w2 AT o 2 B
5 M0 B BELAS 2 ] 119 JEE AR
B AR B AR 2 ] M il 4 e
22 Bl 2 il b JE ) B
RE > B R AT (8 2
£ 8 PR 19 77 b 2t 4% 11
BB =t —H&LL - fif
S B B o T2 1R Y 22
B B~ AR BRI
B 3% A5 A BUR i B AR A
b A5 268 Jih g S A f
FUIJ e PO A3 2 2~
i o ) AT o ALY
] Rk e 2 S A%

AT ARAT o 16 i S HE B
Movements in the number of share options under %t 8 P IR AT
the Plan outstanding and their related weighted Sl FIR RE S ) A R o

average exercise prices are as follows:

T HEEEB T

2012 2011
"R T4 R4
Average Average
exercise price exercise price
per share Options (i) per share Options (i)
FIITHEE TR
(e HIRE ) HkFET R
At January 1 »—H—H US$0.14 22,022,371 US$0.14 28,084,179
Granted B - - _ _
Exercised EfT US$0.13 (444,985) US$0.13  (6,061,808)
At December 31 mt+=H=+—H US$0.14 21,577,386 Us$0.14 22,022,371
Note: (i) Number of options were adjusted by reason At FE () BT B s R
of share subdivision and shares issued under ORI
the capitalization issue during initial public E R E—
offering in December 2010. THE+AH
WS BAEEAT Y]
i i A AL 9%
TR HOEAT T

e o



(b) e b B I <& it 8 (#)

(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”) @) By SEMEh 4 ) (DA T A
(Continued) [&h#]) (%)
(A)  Stock options under the Plan (Continued) A)  Zit S B E
(%)

Out of the 21,577,386 options (2011: 22,022,371
options), all 21,577,386 options (2011:
12,147,767 options) were exercisable.

Share options under the plan outstanding at the
end of the year have the following expiry date
and exercise prices under the plan:

Expiry date

B H

November 20, 2019
“E-NFEF—HAZ+H
November 23, 2020
RO =R

Exercise
price

per share
FrhefE
KT

US$0.13

US$0.25

1£21,577,386 1 b RAT
g ERRE R (=%
— —4E 122,022,371 4
1 ) 21,577,386 17
(= F — — £
12,147,767 4y ) 7% A1 47
i R AR E

TE4F K& I aZ w31 vh L &
4 AR AT (2 8 B 1 21 400
HAATHEME IR -
Options
L]

2012 2011
e
18,498,120 18,943,105

3,079,266 3,079,266

21,577,386

22,022,371



(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”)
(Continued)

(B)

Stock appreciation rights under the Plan

Stock appreciation rights granted under the Plan
are evidenced by a stock appreciation rights
award agreement between the Company and
employees that contains, among other things, the
number of notional ordinary shares to which the
stock appreciation rights relate and the provisions
concerning exercisability and forfeiture upon
termination of employment or consulting
arrangement.

Vesting schedule. Stock appreciation rights
granted under the Plan vest over a three-year
period following a specified vesting
commencement date. One-third of the stock
appreciation rights granted vest at each
anniversary of the grant date within the three-year
vesting period, subject to the participant
continuing to be an employee or a service
provider on each vesting date.

Right to exercise. The term of stock appreciation
rights granted under the Plan will not exceed ten
years from the grant date. When a participant
exercises the stock appreciation rights, the
Company will pay such participant an amount in
cash determined by multiplying (i) the excess of
the fair market value of an ordinary share on the
exercise date over the grant price by (ii) the
number of notional ordinary shares to which the
stock appreciation rights relate stated in such
participant’s exercise notice.

(b) e b BRI <& it 8 (4)
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(b) Stock incentive compensation plans (Continued) (b) % 1 5% Jh M 4 vt ) (4)

(i)  Stock incentive compensation plan (“Plan”) @) By SEMEh 4 ) (DA T A
(Continued) [&k# 1) (%)
(B) Stock appreciation rights under the Plan B) Fat# SR
(Continued) 161 (#F)
Movements in the number of stock appreciation et # A R T
rights under the Plan outstanding and their related By EREEH A
weighted average exercise prices are as follows: P IR S 38 4 REAE 1 5
By -
2012 2011
R4 R4

Average Stock Average Stock

exercise price  appreciation exercise price  appreciation

per share rights (i) per share rights (i)

P47 R P HER

TRFET RO BERE () BRETT BARERE )

At January 1 #—H—H US$0.13 45,744,468 US$0.13 46,600,713

Granted B = - _ _
Forfeited BRI US$0.13 (22,732) US$0.13 (628,923)
Exercised EATfH US$0.13  (1,305,936) US$0.13 (227,322)

At December 31 R+=HA=+—H US$0.13 44,415,800 US$0.13 45,744,468
Note: (i) Number of stock appreciation rights were A FE ¢ () B T A7 38
adjusted by reason of share subdivision and HE R 2R
shares issued under the capitalization issue fB 2 B —
during initial public offering in December F-FHE+
2010. HE W b8
7 511 Y ¥ A
LB 47 i Bo

77t -

Out of the 44,415,800 outstanding stock 1E 44,415,800 177 i R AT
appreciation rights (2011: 45,744,468 stock 51 F1% e o 1 (B HEE o (—
appreciation rights), 44,264,252 stock T — —4F 1 45,744,468
appreciation rights (2011: 30,135,123 stock 13 ) > 44,264,252 4 %
appreciation rights) were exercisable. i (EmE (—F ——4F -

30,135,123 1) & w] 47
5f G 93 184 (LA -



(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”)
(Continued)

(B)

©

Stock appreciation rights under the Plan
(Continued)

Stock appreciation rights under the Plan
outstanding at the end of the year have the
following expiry date and exercise prices:

Expiry date

B H

November 20, 2019
“E-NFEF—HAZ+H
February 26, 2020

e ey & ey WA E|

Fair values of stock options and stock
appreciation rights under the Plan

The fair value of options granted on November
20, 2009 determined using the Binomial Model
was US$1.93 per option. The significant inputs
into the model were fair value per share of
US$3.30 at the grant date, exercise price shown
above, volatility of 64.7%, dividend yield of 0%,
an option life of ten years, and an annual risk-free
interest rate of 3.417%. The volatility measured at
the standard deviation of continuously
compounded share returns is based on statistical
analysis of weekly share prices of comparable
companies over the last five years.

(b) e b BRI <& it 8 (4)

@

Exercise
price

per share
FrhefE
KT

US$0.13

US$0.26

Ji o 5% N M <&z 1 8 (DA f
[at#0]) (%)

B

i it B 655 B I 1
fE 1 (A1)

TE 4R K& Iy ezt 31 v AL &
A AT {5 173 1 (ELHE B9
B A AMATHEE T

Stock appreciation rights

B 35 16 B
2012 2011
e N ;
43,961,156 45,289,824
454,644 454,644
44,415,800 45,744,468
(© it & 5 iy I pE
il J 1 44 {E 1 Y 43 70 A
1

N ERENFE+T—A
b B IR Y
IS S AR A RO I AR
TR E - B I R 7
1.93 £ 0 o s AR 7
AMEZERAZHA
16 % T HERA R
fEH3.30 %70~ E3Cr
ey AT REE - WIR
64.7% ~ Hﬁ 1%\ %":00/0 N
I FBE R A 1 4 T AR B
48 JE B A R 3.417% »
T2 1 P R SR A i T AR
HE R 22 5= 190 I e 43 A
YA iR F AR AN )
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(b) e b B I <& it 8 (#)

(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”) @) By SEMEh 4 ) (DA T A
(Continued) [t ]) (4f)
(C) Fair values of stock options and stock (©) Ziat# & iR
appreciation rights under the Plan (Continued) A7 21 HE Y 2 A
18 (#)

The fair value of options granted on November
23, 2010 determined using the Binomial Model
was US$ 0.11 per option after taking into
capitalization issue. The significant inputs into
the model were fair value per share of US$0.22 at
the grant date, exercise price shown above,
volatility of 58.56%, dividend yield of 0%, an
option life of ten years, and an annual risk-free
interest rate of 2.86%. The volatility measured at
the standard deviation of continuously
compounded share returns is based on statistical
analysis of weekly share prices of comparable
companies over the last five years.

NR—RAE+— A
= H B R RRE
A AR ER ) — 355K
R 8 5 5 T4
EARCEEAT > BRI
WER0.11 3570 o F%AwEAY
BRI 0 B A 2 8
W BT H A
AMEE 02200 XX
Bt (AT REAE > B IR
58.56% > M B 0%
i FBE RRE AP 1 4 R A B
4 J B 1) % 2.86% o #H
SR P B SR i A 1) R
s 25 512 4 I R 20 BT 2R
PR 1 2= AR AR w) W]
Lo B2 A A B (03 s 1) 5
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(b) Stock incentive compensation plans (Continued)

(b) By 5 il I < - 3 (%)

(i)  Stock incentive compensation plan (“Plan”) () A SEEh N 4 ut & (DL T R
(Continued) &k ) (4)
(C) Fair values of stock options and stock © Fit#E a0 E
appreciation rights under the Plan (Continued) Tl 25 18 HE B9 28 72 10
18 (#)

The fair value of stock appreciation rights granted
on November 20, 2009 as of December 31, 2011
determined using the Binomial Model was
US$0.13 per right. The significant inputs into the
model were the fair value per share of US$0.25
as of December 31, 2011, the exercise price of
US$0.13, volatility of 61.68%, dividend yield of
0%, stock appreciation rights life of 7.89 years,
and an annual risk-free interest rate of 1.53 %.
The fair value of stock appreciation rights granted
on November 20, 2009 as of December 31, 2012
determined using the Binomial Model was
US$0.19 per right. The significant inputs into the
model were the fair value per share of US$0.31
as of December 31, 2012, the exercise price of
US$0.13, volatility of 65.47%, dividend yield of
0%, stock appreciation rights remaining life of
6.89 years, and an annual risk-free interest rate of
1.19%.

W EFEIFE+T—H
T H B R
WfE—F——F+_H
=+ —HEA AREER
AR E > B
OB ERE0.13 £
JG o s AR R 1
BT A S B %
——4FE+"H=+—H
W5 A AR fE A 0.25 2
g6~ AT HEAE £50.13 3%
Jt - W E61.68% B
BoR0% ~ B 3 (8 A
A1 7.89 4T J¢ AT B e JE
Bz B % 1.53% o k&
FENAES—H T HZ
) B S (E R =%
——%+="HA=+—H
928 FefE A B I K
PRA 5 SR Ry
HEHE0.19FETT - MK
T b BT RG22
AR —F— 4
+H=Z+—HHEK
N AAE(O0.31 £ TT ~ f7
MEME /5 0.13 £ 0T ~ Wg
65.47% ~ BB 0%
J 1y 34 (E REAF 1 6.89 4F
F AR 4 R B R 2R
1.19% °



(b) e b B I <& it 8 (#)

(b) Stock incentive compensation plans (Continued)

(i)  Stock incentive compensation plan (“Plan”) @) By SEMEh 4 ) (DA T A
(Continued) [t ]) (4f)
(C) Fair values of stock options and stock (©) Ziat# & iR
appreciation rights under the Plan (Continued) A7 21 HE Y 2 A
18 (#)

The fair value of stock appreciation rights granted
on February 26, 2010 as of December 31, 2011
determined using the Binomial Model was
US$0.09 per right. The significant inputs into the
model were the fair value per share of US$0.25
as of December 31, 2011, the exercise price of
US$0.26, volatility of 61.68%, dividend yield of
0%, stock appreciation rights life remaining of
8.16 years, and an annual risk-free interest rate of
1.75%.The fair value of stock appreciation rights
granted on February 26, 2010 as of December
31, 2012 determined using the Binomial Model
was US$0.16 per right. The significant inputs into
the model were the fair value per share of
US$0.31 as of December 31, 2012, the exercise
price of US$0.26, volatility of 64.88%, dividend
yield of 0%, stock appreciation rights remaining
life of 7.16 years, and an annual risk-free interest
rate of 1.19%.

S e S |
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(b) Stock incentive compensation plans (Continued)

(ii)

Share option scheme under Chapter 17 of the Listing
Rules

As approved by shareholders of the Company at a
meeting held on November 27, 2010, the Company
adopted a new share option scheme (“Scheme”) in
accordance with Chapter 17 of the Listing Rules.

The purpose of the Scheme is to enable the Company
to grant options to selected participants as incentives or
rewards for their contributions to the Group.

The Company’s Directors may, at their absolute
discretion, invite any person belonging to any of the
following classes of participants, to take up options to
subscribe for the shares: (i) any employee (full time) of
the Company or any of the subsidiaries, including any
executive Director; and (ii) any non-executive Director
(including independent non-executive Director) of the
Company or any of the subsidiaries.

The subscription price for shares under the Scheme
shall be a price determined by the Directors, but shall
be the highest of (i) the closing price of shares as stated
in the Stock Exchange’s daily quotations on the Offer
Date; (ii) the average closing price of shares as stated in
the Stock Exchange’s daily quotations for the five
trading days immediately preceding the Offer Date; and
(iii) the nominal value of the shares. A nominal
consideration of HK$1.00 is payable on acceptance of
the grant of an option.

The total number of shares issued and which may fall
to be issued upon exercise of the options granted under
the Scheme and any other share option scheme of the
Company (including both exercised or outstanding
options) to each participant in any 12-month period
shall not exceed 1% of the issued share capital of the
Company from time to time.

(b) e b BRI <& it 8 (4)

(ii)
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(b) Stock incentive compensation plans (Continued)

(ii)

Share option scheme under Chapter 17 of the Listing
Rules (Continued)

The maximum number of shares which may be issued
upon exercise of any outstanding options granted and
yet to be exercised under the Scheme and any other
share option scheme of the Company must not in
aggregate exceed 30% of the issued share capital of the
Company from time to time.

The total number of shares which may be issued upon
exercise of all options (excluding, for this purpose,
options which have been lapsed in accordance with
the terms of the Scheme and any other share option
scheme of the Company) to be granted under the
Scheme and any other share option scheme of the
Company must not in aggregate exceed 10% of the
shares in issue.

An option may be accepted by a participant within 28
days from the date of the offer of grant of the option.
An option may be exercised in whole or in part in
accordance with the terms of the Scheme at any time
during a period to be notified by the Directors to each
grantee, which period may commence on the date
upon which the offer for the grant of options is made
(“Offer Date”) but shall expire on the day immediately
preceding the tenth anniversary of the Offer Date.

At December 31, 2012, the number of shares in respect
of which options had been granted under the Scheme
and remained outstanding was approximately 4.2% of
the Company’s shares in issue at that date. Options
granted under the Scheme together with the options
under the Plan and remained outstanding as at
December 31, 2012 was approximately 5.0 % of the
Company’s shares in issue at that date.
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(ii)
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(b) Stock incentive compensation plans (Continued)

(ii)

Share option scheme under Chapter 17 of the Listing
Rules (Continued)

The following table discloses details of the Company’s
options under the Scheme held by employees
(including Directors) and movement in such holdings
during each of the two years ended December 31:

(b) e b BRI <& it 8 (4)

Gi) S JBCHE S8 CRE Y b viv A 58

+-E&) (&)

fE LA #I T AR T BT (R
TEEE ) FpA B9 R AT (8 A9
A R B K s B B
MR IE

2012 2011
—B—TUE [ Y-

Average Average

exercise price exercise price
per share Options per share Options

FIITHER FIFTHEE
M il (5 I
At January 1 B—H—H HK$2.254 112,048,000 - -
Granted Cixi - - HK$2.254 112,048,000
Forfeited BRIk HK$2.254  (1,587,000) = =
Exercised EATfE - - - -
At December 31 R+-HA=+—H HK$2.254 110,461,000 HK$2.254 112,048,000

Out of the 110,461,000 options (2011: 112,048,000
options), 36,820,333 (2011: nil) were exercisable.

Share options issued pursuant to the Scheme
outstanding at the end of the year have the following
expiry date and exercise prices:

Expiry date

FMH

September 20, 2021
~B=—FAA

Exercise
price

per share
T e
TR T

HK$2.254

TE 110,461,000 173 K 47 fii /Y
W RE P (=& — — 4
112,048,00014) - 36,820,333
153 By vl A7 A R IR (— X ——
AR &) o

1K 7E 3% 3t BT R AT (0
BB F R AT HE G T

Options
W h
2012 2011
22  —R——F

110,461,000 112,048,000



(b) Stock incentive compensation plans (Continued)

(ii)  Share option scheme under Chapter 17 of the Listing

Rules (Continued)

The fair value of options issued pursuant to the Scheme
and granted on September 20, 2011 was determined
using the Binomial Mode at HK$1.18 per option. The
significant inputs into the model were fair value per
share of HK$2.13 at the grant date, exercise price of
HK$2.254 per share, volatility of 66.01%, dividend
yield of 0%, an option life of ten years, and an annual
risk-free interest rate of 1.44%. The volatility measured
at the standard deviation of continuously compounded
share returns is based on statistical analysis of weekly
share prices of comparable companies over the last ten

years.

(c) Share buy back in relation to stock appreciation
rights

To supplement the Plan in respect of the operation of the
stock appreciation rights (“SAR”), the Board of the Company
resolved on May 30, 2012 that up to 44,415,800 shares of
the Company will be purchased by the trustee from the
market out of cash contributed by the Group and be held in
trust for the benefit of the persons holding SAR and pending
the exercise of the SAR (“Selected Grantees”). Upon exercise
of the SAR, the trustee will sell equivalent number of
purchased shares at the prevailing market price to which the
SAR so exercised relates and pay the Selected Grantees using
the proceeds from the disposal of these purchased shares in
satisfaction of the Company’s payment obligations in relation

to the SAR.

In the current period, the trustee has acquired 7,722,000
shares through purchases from the market at an aggregate
consideration of RMB12,530,000 (including transaction
costs). The purchased shares are being held in trust and did

not result in any share cancellation.
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(c)
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(d)

Option to Essentia

The Company has granted Essentia Investments Limited
(“Essentia”), which is providing general consulting services to
the Company in relation to the acquisition of PCR, a right to
co-invest with the Company or its associates for up to 9.9%
of any equity interest, assets or business acquired in the
acquisition, on the same terms and conditions under the
Purchase Agreement within 24 months from the closing of
the transaction.

The fair value of co-invest right granted to Essentia was
determined by using the Black — Scholes model. The
significant inputs into the model were the exercise price of
US$ 3,917,181, volatility of 38.5%, dividend yield of 0%,
remaining life of 2 years and an annual risk-free interest rate
of 0.27%.

(d) ¥%7 Essentia 3t [ $¢ & HE

Essentia Investment Limited ( A
{8 7% [Essential) £ 48 2% &) 7 i %
PCR IR 2 AIt— M 36 IR » AN A
] Essentia 4% T 4L [W] % & HE > AP AE
B B o o AH )0 R R AR
Essentia A #E it A< /A &l 5 H Ath & 1F
5 L[] 45 7 Wi i T ) A o R i
W BT B i 1 9.9% Z kAR o
Essentia AJ #£ 28 % 56 A IhF 5% 22 & 58

AR 24 1 H AT i % 3t ] 5 -

] Essentia % T B9 3L [A] % & #E 79 2
218 {8 % JH Black-Scholes #& %Y 7
FE o A% R R Y EE B A 2 8
B4 - ATHEME 3,917,181 3£ T~
& 38.5% ~ S F0% - FlER PR 2
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(@)

Group

Share premium JBeA Vi

Capital reserve EEAfEAS

Share option reserve S £ 4

Safety fund reserve (i) LA HE A (i)
Share buy back (Note 14(c)) JBC S (el B (7 14(c)

Option to Essentia (Note 14(d))

Currency translation reserve B W O g
Other reserves oAt fet A

@

Safety fund reserve

Pursuant to certain relevant PRC laws and regulations,
the Group is required to set aside a certain amount in
proportion to its production income for the relevant
year as safety fund reserve. As the Group has no legal
or constructive obligation to pay out these amounts at
point of recognition, the amount has been treated as an
appropriation of reserves in the equity account. The
fund can be used for improvements of safety at the oil
exploration and development projects, and is not
available for distribution to shareholders. Upon
incurring qualifying safety expenditure, an equivalent
amount is transferred from the safety fund reserve to
retained earnings.

(@ AHEM

T Essentia JL[m] $5 & HE (M #E 14(d))

@i

As at December 31,
B+ZA=+—H>
2012 2011
e e
RMB’000 RMB’000
AR¥F 7t ANRET 0
836,374 835,709
(270) (270)
83,642 16,998
187,356 140,993
(12,530) -
5,341 -
(60,432) (55,638)
203,107 102,083
e T
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Notes to the Consolidated Financial Statements (continued)
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15 Share premium and other reserves (Continued) 15 JBe A die 150 o A ol (48)

(b) Company

(b) A%

As at December 31,

w+—H=+—H:
2012 2011
BT ZF 4
RMB’000 RMB’000
AR¥F AR¥TT

Share premium JREA i 836,374 835,709
Capital reserve G 1,366,956 1,366,956
Share option reserve [t W el 83,642 16,998
Share buy back (Note 14(c)) Je 552 (B i85 (FfRE 14(c)) (12,530) -
Option to Essentia (Note 14(d)) T Essentia 3L [F] S EHE (M7 14(d) 5,341 -
Currency translation reserve s e (56,365) (51,236)

1,387,044 1,332,718

16 Asset retirement obligations

16 BEEEEHRR

As at December 31,

B+=H=+—H">
2012 2011
—F-fF —ZT——F
RMB’000 RMB’000

AR®ETR ARWTIT

At beginning of the year A4 21,876 9,270
Acquisition of subsidiaries g S /NS - 10,060
Liabilities incurred (Note 6) BAMAE (Mite) 21,269 1,375
Accretion expenses (Note 23) WE 2 (Mfit23) 1,970 1,276
Exchange differences [ifE o, 75 BH (25) (105)
At end of the year A 45,090 21,876
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Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred income taxes relate to the
same tax authority. The offset amounts are as follows:

Deferred tax assets:

Deferred tax assets to be recovered after
more than12 months

Deferred tax assets to be recovered within
12 months

Deferred tax liabilities:

Deferred tax liabilities to be settled after
more than 12 months

Deferred tax liabilities to be settled within
12 months

Deferred income tax liabilities — net

B S L IR K

AT 1248 A A= i 1l B9
IESEBLIH &

AERS 12 - A A [a] fY
R SE DI &

U S 750 3 £ £

A 12 8 AR TE R
HESE B IH £ f

A 128 A NIEER
HESER A £ {5

HESE P A3 B AR — 1A

The movements in the deferred tax account are as follows:

At beginning of the year

Exchange differences

Acquisition of PCR (Note 30)

Charged to the consolidated statement of
comprehensive income (Note 24)

At end of the year

A

BfE bt 2= %8

Wi TN\ (BFaE 30)

R &AW R 5152
(Ktit24)

A

"B A TE AL i B3I T L B B H
RS 9 2 AT BT HER » ELARSE BT 7%
B B[] — i 15 M Bl I B Wl i 20 5 iy
1B A A B S i 45 B B (AR AR o
S EHIR T

As at December 31,

“EZH=
2012 2011
= =
RMB’000 RMB’000
ARWTFIE  ARET
56,665 38,873
- 61
56,665 38,934
(313,574) (250,286)
(3,226) (2,095)
(316,800) (252,381)
(260,135) (213,447)

R SEBIIE R 5 BB SE B AT

As at December 31,

wr-H=1+—8H:
2012 2011
e
RMB’000 RMB’000
ANR¥T It ANBRE#T 0
(213,447) (8,694)
(1,559) 1,189
(26,251) (192,559)
(18,878) (13,383)
(260,135) (213,447)



Notes to the Consolidated Financial Statements (continued)
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17 Deferred income tax (Continued) 17 BREP 158 (4)
The movement in deferred tax assets and liabilities during the year, I 90T i T R BB AR A AS AE B A 1) S )
without taking into consideration the offsetting of balances within (R 25 RE [R] — BT w05 RE W45 R 1 HE81)
the same tax jurisdiction, is as follows: mr -
Deferred tax assets B SE B IH
Asset  Commercial
retirement discovery
obligations bonus  Tax losses Others Total
HERE  WEES
& LA i Al At

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AR#TE  ARWTL ARWTE ARWTLE ARWTL

At January 1, 2011 R_F——4—H—H 2,317 = = 4,736 7,053
Acquisition of Emir-Qil, LLC W5 % Emir-Oil, LLC 2,802 6,752 - 6,080 15,634
(Charged)/credited to the A DSBS = M
consolidated statement of (313) / A
comprehensive income (139) (6,777) 25,696 (2,336) 16,444
Exchange differences HE 58 2 3 (21) 25 (95) (106) (197)
At December 31,2011 R_F——4F
+=-H=+—H 4,959 - 25,601 8,374 38,934
(Charged)/credited to the A DSBS = M
consolidated statement of (313%) / A\
comprehensive income 4,812 - 14,761 (1,692) 17,881
Exchange differences B 58,2 % (21) - (122) (7) (150)
At December 31, 2012 R_F—4F
+-H=+—H 9,750 - 40,240 6,675 56,665
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Deferred tax liabilities A 0 3 JH £ 15
Accelerated Fair value
tax gains of
depreciation  mining rights Total
FR0E R
o 32k A8 I VAP WI=i: N
i Al Bk
RMB’000 RMB’000 RMB’000
NG NR¥ET I AR¥T 0
At January 1, 2011 W _F——4—H—H (15,747) = (15,747)
Acquisition of Emir-Oil, LLC I Emir-Oil, LLC (92,732) (115,461) (208,193)
(Charged)/credited to the T O AR A Wi R A
consolidated statement of (F132) /AN
comprehensive income (31,860) 2,033 (24,690)
Exchange differences [ifE 50, 25 AR 851 535 1,386
At December 31, 2011 N4
+—_H=4+—H (139,488) (112,893) (252,381)
Acquisition of PCR (Note 30) Il PCR Ltd. (Kf#E 30) (9,047) (17,204) (26,251)
(Charged)/credited to the T kA A Wi A R A
consolidated statement of (F13) /A&
comprehensive income (44,802) 8,043 (36,759)
Exchange differences [ifE 50, 2= A (2,678) 1,269 (1,409)
At December 31, 2012 /AR 1 S
+—-H=4+—H (196,015) (120,785) (316,800)

Deferred income tax assets are recognized for tax loss carry-
forwards to the extent that the realization of the related tax benefit
through future taxable profits is probable.

0 T i 18 A e S A0 S P AR B
A B > 2 ARB AR TT RE B AR Y R AR IR R
34 i 1 T B R ) A B B 5 ) i R



(@)

Summary of trade and other payables (@)

Financial liabilities
Current
Trade payables

Amount due to related parties (Note 31)

Notes payable (Note 12) (i)
Interest payable

Derivatives financial instrument

premium payable (Note 9)
Cash retention (Note 30)
Other payables

Non-current

Derivatives financial instrument

premium payable (Note 9)
Trade payables
Payable to PEDCO

Non-financial liabilities
Current
Salary and welfare payable (ii)
Capital lease liability
Other tax payable
Special oil levy
Other payables

Non-current
Capital lease liability
Withholding tax payable

Total

Total current
Total non-current

Total

& AR
B
JRE AR K
JRE AT B gt T (WA 31)
JREAS 248 (Kt 12) (i)
JREAsH 1B
JRE A} A7 A 4 il L ELAE A 4

(MtaEt9)

T8 B EAHE 2K (K72 30)
At JE A 30

JER B

JREASH A7 A 4 i T ELRE A 4
(MtaEt9)

JRE AR 2K

J#E £+ PEDCO i IH

Ik < i £ 15

i B

A 7 < B A A (i)
WABSAR T i AT
FoAdu AT B

A MR AR
A HE A 3k IH

FE L B
WS T M AT
ARIARH L

it

Wi B A wt
FE B £ 5t

arit

JEAsF e JFC il A 5K 2L ok 22

As at December 31,

wr-H=4+—H:
2012 2011
= e e
RMB’000 RMB’000
AR Tt ANR¥Fi
782,611 687,392
8,353 -
205,526 233,891
34,060 33,689
5,028 25,644
25,142 -
45,612 -
1,106,332 980,616
- 6,843
149,974 103,166
17,153 -
1,273,459 1,090,625
94,463 108,234
439 1,102
56,325 51,448
146,892 348,960
- 5,242
298,119 514,986
- 349
42,307 -
340,426 515,335
1,613,885 1,605,960
1,404,451 1,495,602
209,434 110,358

1,613,885

1,605,960



(@) Summary of trade and other payables (Continued)

(i)

(if)

As at December 31, 2012, MIE has a total of 2 effective
notes payables agreements with China Construction
Bank (“CCB”) amounting to RMB205,526,000 with a
term of six months from the date of issuance (“Notes
Payables”). The Notes Payables are secured by pledged
deposits amounting to RMB41,106,000 which are
interest bearing (Note 12). Under this arrangement, MIE
would enter into a notes payables agreement with CCB.
Pursuant to the agreement, MIE will issue Notes
Payables backed by CCB to certain of its suppliers/
service providers to settle equivalent amounts of trade
payables. CCB takes on the responsibility of settling the
trade payables with the supplier/service provider. Upon
maturity of the Notes Payables, MIE will pay CCB for
the full amount of the Notes Payables and the pledged
deposits will be released by CCB and transferred back
to MIE.

Stock appreciation rights liabilities of RMB50,517,000
(2011: RMB33,512,000) has been included in salaries
and welfare payable for the year ended December 31,
2012.

@) A Je At JRE Aok ik JELE 22 (4)

(i)

(if)

HE X —_HF+ A8
=+—H > MIE B B 7 4R
17 (CAN B [ e sl dR AT )) 4%
FT T 2 RR Y 4 68 A 4R
A7 R v, T 2 foh o > 7K OO T O
fasE B N R % 205,526,000 J6
(DAF s [ REAT S48 D) 3%
MEAT ZE g LA B A N R
41,106,000 JoAF £ a5 4 (B
FE12) o 7E %R o HE 2L 1 ke
R > MIE B G ER 1 73 J TR
AT ZE 95 Wb s o A R B AT S bR
bk > MIE I 1) L3820 4 E K
R 75 A4k 1 i B L g g R AR AT
Y AR S T DA S A AR A
P &5 5 REAS 3 > | A R AR
AT 7R ) 75 FB 3 MR B IR B
Ak R 7 1Y) S AT B o R EAT
TRERHH > MIE A A aE R
AT A B AT EAY SR 4 B T 4
B> TR IR R AR AT I R G BE
TELR A IR MIE o

ERL JZ 45 348 (K8 A B 1) AL fE N
R 50,517,000 70 (& ——
£ ANR#33,512,00070) B
FPAEE -F—4F+ A
= B R AT &
FAEH] -



Notes to the Consolidated Financial Statements (continued)
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18 Trade and other payables (Continued) 18 JREA B Ath JRE A5F 35k I (%)
(b) At December 31, 2012 and 2011, the ageing analysis of the (b) RoF—CHERK_F——4E+H
trade and other payables is as follows: = H > EAT B AT BIE R
B HTa R R
As at December 31,
BRT=H=1+—H>
2012 2011
TR —E -4
RMB’000 RMB’000
AR¥T 8 ANRHET I
< 6 months ik 6@ A 1,134,405 1,299,650
6 months—1 year 61 H &= 14 341,326 160,788
1-2 years 1 &8 24 92,208 123,733
2-3 years 2 FE 3R 29,868 2,954
> 3 years Z A3 4F 16,078 18,835
Total il 1,613,885 1,605,960

()

The carrying amounts of trade and other payables are
denominated in the following currencies:

(€)  EASH B oAt B AR g VL ) B T < L A

THIRHSIE -

As at December 31,

w+_H=1+—H >
2012 2011
e e
RMB’000 RMB’000
AR¥TFx  AR¥TT
Renminbi PN 1,157,314 1,329,941
United States Dollars En 220,638 41,808
Kazakhstan Tenge Iy 2 e i HH B X 235,933 234,211
Total 5 g 1,613,885 1,605,960

B AT T JEC At R A5 3 LI B T <2 B A0
SFRIAHA SRR -

The carrying amounts of trade and other payables
approximate their fair values.
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Notes to the Consolidated Financial Statements (continued)
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19 Borrowings

(@ Summary of borrowings

19 Xt

H BA

@@ fEHKE

Group Company
A H A
As at December 31, As at December 31,
B+ZA=+—H> R+ZHA=+—H>
2012 2011 2012 2011
“EFE CFF CF R SR
RMB’000 RMB’000 RMB’000 RMB’000
AR®FR  ARWTT ARBFE ARWTC
Bank borrowings AT K
Non-current (i) JETE () 860,161 = = =
Current (ii) T (ii) 60,000 = = =
Total bank borrowings AT A 920,161 - - -
Senior notes [EEE
Non-current (iii) B (i) 2,467,733 2,463,004 2,467,733 2,463,004
Total borrowings ik 4 3,387,894 2,463,004 2,467,733 2,463,004
Total current nE A 60,000 - - -
Total non-current JER B A5t 3,327,894 2,463,004 2,467,733 2,463,004
Total borrowings fif sk B 3,387,894 2,463,004 2,467,733 2,463,004
MIBERERERAR « —T——&4% 175



(@)

Summary of borrowings (Continued)

@i

(ii)

Loan from China Minsheng Bank

On June 18, 2012, MIE obtained a US$80 million term
loan facility from China Minsheng Banking Corporation
Limited head office and China Minsheng Banking
Corporation Limited Hong Kong Branch (“Minsheng
Bank”). The loan has a term of 35 months and bears an
interest rate of LIBOR plus 5% per annum,
subsequently reduced to LIBOR plus 4.5% in
September 2012. The loan is unsecured and guaranteed
by the Company. As of December 31, 2012 MIE had
drawn down the full amount under the loan.

On December 24, 2012, MIE obtained a US$100
million term loan from Minsheng Bank. The loan has a
term of 35 months and bears an interest rate of LIBOR
plus 3.5% per annum. MIE has agreed to secure part of
the loan with a charge over MIE’s bank accounts at
Minsheng Bank and a pledge of MIE’s entitlement
under the Moliging PSC. As of December 31,2012, MIE
had drawn down US$60 million under the loan.

Both the US$80 million loan and US$60 million loan
was repaid subsequent to December 31, 2012 (Note
33).

Loan from China Construction Bank (“CCB”)

On July 11, 2012, MIE entered into a new RMB60
million 6 months working capital loan agreement with
CCB commencing from July 11, 2012. The interest rate
is the base rate as published by the People’s Bank of
China plus an additional 15% of the base rate. The loan
is secured by a pledge on MIE’s oil proceeds from its
Moliging and Miao 3 projects. The loan from CCB was
fully repaid on January 11, 2013 (Note 33).

(@)

i K WL 22 (4)

@i

(ii)

o g R A AT Rk

MIEA —= & — 4N A+ A
H B o B R AR SR AT 4R K
B R AESRAT AW AT SRR —
TE4 % 8,000 B 35 TR E M
SRAT BB Mk o B AR 2
3548 H - ) Z 5 M ZER 4T [
A SEHFAE A R0 5% » BT
TR TAEJUA B RE MK
AT B [F 3R R R Jm
4.5% o % VA BB A S
oo AR AR AR o
EoE -4t H=t—
H > MIE B 2 %8 2 BGZ Sk
FRIA T #E o

MIE® & — %+ H
T PU H B R A R AT 4R
FI—HEEAEETINE
ek - ZERMR A
3548 H > 25 i 2SR AT H]
] 2& 3% & F 011 3.5% » MIE
[F] 7 DA 7E B A 4R 47 T B 51
W DL 7 B B R 0 B
ARTE N ZH W REREHE
EUUNE = =9l R @ |
FRLIEGR - M ZE T — T4F
+-H=1+—H > MIEE HU5
FZIEB Y 6,000 B 5T o

- %t 8,000 & 3% 5t & 6,000 &
FT0 2 B K b ik I B4 AR I
WER __F -4+ A
=t —HEBEEMBEE (G
33) ©

o R % BT R

MIEJA & — 4+t H+—
H OB B SRAT 4 m] — JH &
MG S SR W —F
AR ¥ 6,000 55 501 618 H 11
B ERMME %=
ELA+ B DPE
N R ERAT AR 2 FEHEF) K
T 15%1E 25 B BRI 2R - 3% IR
B LI MIE A B B R 3 A
YETE B N A5 2 R 88 B i
ANE BB o 5% TE SR E R
CE-ZHE—A+—H2H
B35 (FftsE33) o



(@)

Summary of borrowings (Continued)

(iii)

Senior Notes

On May 12, 2011, the Company issued US$400
million 9.75% senior notes (the “2016 Notes”) due
2016. The 2016 Notes bear coupon rate of 9.75% per
annum, payable semi-annually in arrears on May 12
and November 12 of each year, commencing on
November 12, 2011. The net proceeds of the issuance
of the 2016 Notes, after deduction of underwriting fees,
discounts and commissions and other expenses payable
in connection with the issuance of the 2016 Notes,
amounted to approximately US$390 million. A portion
of the proceeds from the issuance of the Notes was
used to repay in full MIE's US$200 million credit
facility with CITIC Bank. The remaining proceeds were
used to finance the Company’s acquisition of Emir-Oil,
LLC from BMB Munai, Inc. and for working capital and
general corporate purposes. The 2016 Notes were
listed on the Singapore Exchange Securities Trading
Limited on May 13, 2011.

The 2016 Notes are general obligation of the Company
and senior in right of payment to any existing and
future obligations of the Company and its subsidiaries
expressly subordinated in right of payment to the 2016
Notes.

The 2016 Notes and the guarantees provided by the
certain subsidiaries will limit the ability of the Company
and certain of its subsidiaries to, among other things
(and subject to certain qualifications and exceptions),
incur additional indebtedness and issue preferred stock,
make investment.

(@)

i K B 22 (4)

(i)

BRI

KAFRFE——HFAHAH
T H AT T RN
WM 445 5550975 48 o 52
P (LA HRE [2016 5298 1) -
%2016 S5 1) 22 1 F R 4% 47
Fl R 75 FHH > A =%
——4FE+—H+HBH
WEERA+T HEKtT—H
T ZOH 2R AR R S AT A
B IR EE AT R A B
LB 2~ AR RO 4 DA
B HAbAL w5 REAT & A% > 3%
TR T AT S H TR R A
3.9 % 00 Hp—#ae
T A % 15 38 MIE &5 K {5 41
TR EfE RS H
ik 23X JH A 7 17 BMB Munai,
Inc. 3245 Emir-Oil, LLC UK
H> REBEES R — B4
¥HE ZEHBOR -F
——4EFH = B E RNk
B Gy A BR S ) BT e

2016 PR A L A B — A
o> fEZMERER EHE R A
A BT A E W R OR
T 08 B T % 1 55 S 4 B9 A AT
HA BOARAEAT -

% S SR S T
) B R B 40 ORI BR il A< 2% )
Fe A T Wi & 2w AE 7 A ER A
il BEEERLBES
TS (A S A TE
1% BAISMEDLERSD)



(@)

Summary of borrowings (Continued)

(iii)

Senior Notes (Continued)

At any time on or after May 12, 2014, the Company
may redeem the 2016 Notes, in whole or in part, at a
redemption price equal to the percentage of principal
amount set forth below, plus accrued and unpaid
interest to the redemption date, if redeemed during the
12-month period commencing on May 12 of any year
set forth below:

Period
b 0|
2014 T4
2015 [ S ==

At any time prior to May 12, 2014, the Company may
at its option redeem the 2016 Notes, in whole but not
in part, at a redemption price equal to 100% of the
principal amount of the 2016 Notes, plus the
applicable premium, and accrued and unpaid interest
to the redemption date.

In addition, at any time prior to May 12, 2014, the
Company may redeem up to 35% of the aggregate
principal amount of the 2016 Notes with the net cash
proceeds of one or more sales of common stock of the
Company in an equity offering at a redemption price of
109.75% of the principal amount of the 2016 Notes,
plus accrued and unpaid interest to the redemption
date, provided that at least 65% of the aggregate
principal amount of the 2016 Notes issued on the
original issue date remains outstanding after each such
redemption and any such redemption takes place
within 60 days after the closing of the related equity
offering.

Subsequent to December 31, 2012, the Company
further issued senior notes (Note 33).

(@)

ik B 22 (4)

(i)

e SR (A1)

W FE—PUAER A+ H 8
ZARATATIRE[H] > A\ =] Af 4%
AHAE A N OB A A 1y
L 4 5 [ 5 5 2 R A
Ml A A0 45 F 0] 39 0
FFERAFLE (g ) (i T
AT RAT T AEREEH A+ A
B e 4~ A B0 D 1) ) i
[5] Z 3 m S 43 B

Redemption Price

I 1] A

104.8750%
102.4375%

A E—TEH A+ H Al
AT AT G 3 - AR 2 ) AT 988 5 4%
AHEE A TR AR & #100% 1
T 1] 5 % 7 o A 2 )
) Je ) 94 A DA R B 5t B R AF
R B > 78 8 ] 4 5 IE 504y
o

U Ah s i E —PU4E R A
i = e TG R I R NN
A OHE AR GO B &
109.75% 9 18 [=] {8 4% > 55 0
B A R s & R A

FLE > PLARA G4 — IR AR
BER R Z R s
RSB & A R R 2 5

PR 4 A Y 35% o MER
AH BR B 3 5 AT &5 SR £ 60 H
N BIRA B RV BT H 8
B EL PR R 4 58 2 D 65%
A B VL [ A A% A 2 o

ARNF T — 4+ A
=+—H Zfﬁ%“ﬁT%ﬁ*%ﬁ
BT E (5 33)



(b) The 2016 Notes included in the consolidated statement of (b) A PFEATBIR IR P A A 20162

financial position were calculated as follow: EEEZEI R -
Group Company
AL YN/
As at December 31, As at December 31,
R+ZA=+—H> mt+=H=+—H"
2012 2011 2012 2011
g4 —F—§ "Bk —F—F
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR  AR¥%TT ARETFE AR¥TC
Carrying amount as at #BE—H-HER
January 1, W (. 2,463,004 = 2,463,004 =
Issue of the 2016 Notes 172016 1% - 2,528,955 - 2,528,955
Amortization of the
2016 Notes SR 10,840 5,782 10,840 5,782
Exchange difference e 5, 2= %A (6,111) (71,733) 6,111) (71,733)
Carrying amount of the 2016~ &= +-H =1+—H
Notes as at December 31, SRR T E (E 2,467,733 2,463,004 2,467,733 2,463,004
(c) The effective interest rates at the dates of the consolidated (c) MEMmEEAEERE  HEFR
statements of financial position are as follows: N (1
Group Company
A AT
As at December 31, As at December 31,
B+=A=+—H: R+ZA=+—H>
2012 2011 2012 2011
e e = = i
Effective interest rates on RA 518,000 &£ T
US$80 million BRI
Minsheng loan 9.05% - - -
Effective interest rates on RAEZKIEET
US$100 million H AR
Minsheng loan 9.61% - - -
Effective interest rates on HAT R EPEFIR
CCB loan 6.44% - - -
Effective interest rates on the 2016 S F L%
2016 Notes 10.91% 10.91% 10.91% 10.91%



(d) The exposure of the Group’s bank borrowings to contractual (d)

(e)

interest rate changes based on LIBOR and the base rate as
published by the People’s Bank of China at December 31,
2012 are as follows:

<1 year DIR—
1-2 years —E W4
2-5 years [ESKS
Total borrowings (ERGak

The 2016 Notes which bear a fixed interest rate of 9.75% is
not subject to interest rate changes.

The fair value of the current and non-current portions of
borrowings approximates their carrying amounts.

The carrying amounts of the borrowings are denominated in (e)
the following currencies:

7% B2 [ 8 T T B ) B = —
£+ A =+ H MR 2
P A8 A S A0 A B N R R AT %
—HEF A=+ HAmZ HiE
FZR I £ ] F) 52 ) JmL g dn

Group
AR M
As at December 31,
w+_HA=+—H:>
2012 2011
=t e A
RMB’000 RMB’000

NEML S ARMET T

60,000 -
357,321 -
502,840 -

920,161 —

2016 2% 98 19 & 2 55 1 A %9.75%
NGBS ENiE

K B I IR B o 2 A B
A H AR EE -

P A KB R HES T

Group Company
A H AL H
As at December 31, As at December 31,
RE+ZA=+—H> RE+ZH=+—H>
2012 2011 2012 2011

N = e
RMB’000 RMB’000 RMB’000 RMB’000
ARWFG  ARWTE  AREFG  ARETL

Renminbi N 60,000

United States Dollars ESW 3,327,894 2,463,004 2,467,733 2,463,004

3,387,894 2,463,004 2,467,733 2,463,004



Wages, salaries and allowances
Housing subsidies

Share options granted
Stock appreciation rights granted
Pension costs

Welfare and other expenses

(@)

Directors’ emoluments

TE- ek
1% 5 Al Sy

CL A% I

EL I M 53 1 R
B ARG A

8 A B HAth 2

il

Directors’ emoluments for the year ended December 31,
2012 and 2011 are set out below:

Name of Director

ERY

For the year ended
December 31, 2012

Zhang Ruilin

Zhao Jiangwei

Forrest Dietrich

Allen Mak

Sing Wang

Tsang Chi Kin

Jeffrey W. Miller

Mei Jianping

Cai Rucheng

For the year ended
December 31, 2011

Zhang Ruilin

Zhao Jiangwei

Forrest Dietrich

Allen Mak

Sing Wang

Jeffrey W. Miller

Mei Jianping

Cai Rucheng

i St 2 S|
=4—HILEE

e Bk

ik

Forrest Dietrich

Allen Mak

T

Tsang Chi Kin

Jeffrey W. Miller

HgT

R4

BEZR 2N
Et—HIEE

i

HITH

Forrest Dietrich

Allen Mak

T

Jeffrey W. Miller

fire ¥

VR

Salaries and

Fees  allowances
e HEREE
RMB’000 RMB’000
ARBETT  ARBTL
- 4,295

- 3,591

- 2,152

- 2,748

315 -

252 -

252 -

- 4143

- 1,970

- 2,151

- 2,192

315 -

252 -

252 -

(@)

Discretionary
honuses

R
RMB'000

ARBEF T

Year ended December 31,

BEH+-A=1+—HIL#E -

2012
—B U

RMB’000
ANR¥T 0

147,839
3,143
66,644
19,422
14,961
17,537

269,546

S

2011
—F——f
RMB’000
ARHEF T

165,209
1,811
5,414
12,628
6,850
5,140

197,052

WE T MR F

H=+—HILFE - EHMERS

LU
Employer’s
contribution Share
to pension options
scheme granted Total
ikt iy ‘
M DR it
RMB'000 RMB'000 RMB'000
ARBETT  ARBTT  ARBTT
- 1,370 6,625
- 1,370 5,921
- 1,982 4,134
- 1,914 4,662
- 289 604
- 202 454
- - 252
22,652
- - 10,669
- - 10,026
- 1,187 9,481
- 1,583 10,391
= 899 1,214
- 629 881
- - 252

42,914



Notes to the Consolidated Financial Statements (continued)
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20 Employee compensation costs (Continued)

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in
the Group for the years ended December 31, 2012 and 2011

are as follows:

20

B T MR A (%)
(b) FAmEH AL

REBBE B IR F——
Et A=t —BIEER L RS
AL

Year ended December 31,
BETA=Z1T—HIL4EE
2012 2011
e

Directors o

Non-director individual FEHANL

The details of emoluments paid to the five highest individuals
who were Directors of the Company during the years ended
December 31, 2012 and 2011 have been included in above.
Details of emoluments paid to the remaining non-director

individual are as follows:

ARFAME-F— R -F——
FHoH=t—AILEEEMHES
SRR A 0 7 0
FEWCE LSO » CABRT A
o AL HO B 2 RN A0

Year ended December 31,

BET_A=1+—HILFHE

2012 2011
R E
RMB’000 RMB’000

AR¥TR  ARW®TT

Salaries and allowances e HERK 1,170 1,731
Discretionary bonuses i) 1% 5% 4 1,189 5,594
Stock appreciation rights granted ER B A7 1 (B HE 2,995 680
Share options granted 45 g s e 30,898 -

36,252 8,005
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(b) Five highest paid individuals (Continued)

()

The emoluments fell within the following bands:

Emolument bands (in HK dollar)
HK$5,500,001 — HK$6,000,000
HK$7,000,001 — HK$7,500,000
HK$8,000,001 — HK$8,500,000
HK$9,500,001 — HK$10,000,000
HK$11,500,001 — HK$12,000,000
HK$12,000,001 — HK$12,500,000
HK$12,500,001 — HK$13,000,000
HK$13,000,001 — HK$13,500,000

HriH e (HoT)

HK$5,500,001 — HK$6,000,000
HK$7,000,001 — HK$7,500,000
HK$8,000,001 — HK$8,500,000
HK$9,500,001 — HK$10,000,000

(b) HAREH AL ()

BEAE BN TE T S AL S S A

Number of individuals

A
2012 2011
S STk
1 —
1 —

1

HK$11,500,001 — HK$12,000,000 -

HK$12,500,001 — HK$13,000,000 -

1
1
HK$12,000,001 — HK$12,500,000 - 1
1
1

HK$13,000,001 — HK$13,500,000 -

HK$20,000,001 — HK$20,500,000 HK$20,000,001 — HK$20,500,000 1 -

HK$24,000,001 — HK$24,500,000 HK$24,000,001 — HK$24,500,000 1 —
5 5

During the financial year ended December 31, 2012, none of (00 mEzE_F-_H+-HA=+—H

the Directors of the Company and the five highest paid 1k 14 B AT E S ] - B AT e o S R

individuals: ApFl A RFEHFALBRTIZ

HIH
()  received any emolument from the Group as an (i) CIHBAE o] P < A 5 i A AR 4R

inducement upon joining the Group;

(i) receive any compensation for loss of office as a director
or managerial of any member of the Group;

(iii)  waived or has agreed to waive any emoluments.

V] I £ S

(i)  WBEMRESE AR LE
B AR A L W 57 O Ml

(i) e k] B AT AT R o



(d) Senior management remuneration band (d) v A5 B o I e A I 2
7|
BAEHAE AN A AR E A

The emoluments fell within the following band:

Number of individuals
N
2012 2011
S L

Emolument bands (in HK dollar)
HK$2,500,001 — HK$3,000,000
HK$3,000,001 — HK$3,500,000

SHITH G (o)
HK$2,500,001 — HK$3,000,000
HK$3,000,001 — HK$3,500,000

1

- 2

HK$3,500,001 — HK$4,000,000 HK$3,500,001 — HK$4,000,000 2 2

HK$4,000,001 — HK$4,500,000 HK$4,000,001 — HK$4,500,000 1 1

HK$4,500,001 — HK$5,000,000 HK$4,500,001 — HK$5,000,000 - 1

HK$5,000,001 — HK$5,500,000 HK$5,000,001 — HK$5,500,000 1 1

HK$5,500,001 — HK$6,000,000 HK$5,500,001 — HK$6,000,000 2 -

HK$6,500,001 — HK$7,000,000 HK$6,500,001 — HK$7,000,000 - 1

HK$7,000,001 — HK$7,500,000 HK$7,000,001 — HK$7,500,000 1 —
HK$8,000,001 — HK$8,500,000 HK$8,000,001 — HK$8,500,000 1

HK$11,500,001 — HK$12,000,000
HK$12,000,001 — HK$12,500,000
HK$12,500,001 — HK$13,000,000
HK$13,000,001 — HK$13,500,000
HK$20,000,001 — HK$20,500,000
HK$24,000,001 — HK$24,500,000

HK$11,500,001 — HK$12,000,000
HK$12,000,001 — HK$12,500,000
HK$12,500,001 — HK$13,000,000
HK$13,000,001 — HK$13,500,000
HK$20,000,001 — HK$20,500,000
HK$24,000,001 — HK$24,500,000

10

_ = =

13



Notes to the Consolidated Financial Statements (continued)
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21 Taxes other than income taxes

21 BiIE (3 BLEEAM)

Year ended December 31,

BET A=+ —HILEE

2012 2011
R —F—F
RMB’000 RMB’000
AR¥TR ARWTT
China el
Special oil levy A TR T R i 4 524,391 595,368
Urban construction tax and SRR B B 2
education surcharge 15,611 13,825
Others HAth 294 -
540,296 609,193
Kazakhstan W e ST 4R
Mineral extraction tax ) bR BR L 34,984 6,699
Rent export tax 4t A 135,150 25,458
Rent export duty expenditures A 4t 01 B BH 29,876 5,527
Property tax LYE 500 24,420 7,549
Social liability expense e AR 2,925 2,340
227,355 47,573
Others At
Withholding tax IR 15 49,321 -
816,972 656,766

MI BERIERBMRAT « —F



Year ended December 31,

BE+T A=+ —HILFE -

2012 2011
= M=
RMB’000 RMB’000

AR¥TFR  ARWTT

Gain/(loss) on oil put option AMEBARER G, (EHE)
(Note 9(a)) (Kft7E 9(a) 1,487 (32,137)
Gain from changes of fair value of option T ACAP HIHE 2> Fu B (E 52 B FI 4%
to ACAP (Note 9(c)) (K7 9(c)) 17,317 =
Option to Essentia (Note 14(d)) T Essentia £ [F] 5 EHE (/7T 14(d)) (5,341) =
Consulting service income (i) el R 5 WA (i) 17,499 -
Others HoAts 8,585 7,239
39,547 (24,898)
(i)  OnJuly 1, 2012, the Group entered into a management and i)y AREFEH _-_F—_HFLH—HH
operating agreement with Asia Sixth Energy Resources Asia Sixth Energy Resources Limited
Limited (“Asia Sixth”). According to the agreement, the (LN & 8 [ Asia Sixth]) &5 — 8
Group provides management, operating and technical KRB RE R - IR g A
support to Aral Petroleum Capital LLP, a non-wholly owned 45 [ 17 Aral Petroleum Capital LLP
subsidiary of Asia Sixth, regarding production of PR A - S E K T S04 o Aral
hydrocarbons for Eastern Zhagbulak field in Aktyubinsk Petroleum Capital LLP % Asia Sixth
Oblast in Kazakhstan. ZEBRETFAR > A FRBIES

Hr 45 BT 52 44 & Hr 5L JH Eastern
Zhagbulak [ ¥LAEF Tl 5B £ -



Finance income B BA
Interest income from savings accounts Tt MR P B AS FLEA
Exchange gain HEE 5. Wi 4
Total finance income B BWN
Finance costs g7 8 4l
Interest expenses BB 3
Accretion expenses of asset retirement HEFEEEN (Hit16)
obligations (Note 16)
Bank charges ATE M
Exchange loss HE 52 Je 48
Total finance costs oY Rr S ]
Finance costs — net B — A

Current income tax — overseas
Deferred income tax (Note 17)

R PR A BE — 94
ESE P18 (Fifat 17)

Year ended December 31,

BE+T A=+ —HILFE -

2012 2011
e
RMB’000 RMB’000
AR Tt ANR¥FI0
5,797 4,066

- 70,662

5,797 74,728
279,534 223,003
1,970 1,276
1,496 10,200
2,307 3
285,307 234,482
279,510 159,754

Year ended December 31,

BETA=1+—HILFHE

2012 2011
= I
RMB’000 RMB’000
ARBTE  ARMETL
276,887 280,526
18,878 13,383
295,765 293,909

Hong Kong profits tax has not been provided for as the Group did
not have estimated assessable profit subject to profits tax in Hong
Kong during the years ended December 31, 2012 and 2011.
Taxation on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing in
the countries in which the Group operates.

BE_F-—_HEk_F——H+_H
= HIEFE s AEEREAEAR
Y T 15 0 9 I SRBLUR A o TR EOR R 48
s TS B e o 1 S A9 B ek Bl %
TR 4 B2 Al B SR I AR A 4R B A8
SEH5 P E B X B BLAT B A 55



The tax on the Group’s profit before tax differs from the theoretical
amount that would arise using the weighted average tax rate
applicable to profits of the consolidated entities as follows:

7 2 o] ) o o i ) 8 SAL A 2 (R A R )
TIIRRE P 24 5 2 B4 4% 2 1 2R A B
BigZERIR T

Year ended December 31,

BE+T A=+ —HILFE

2012 2011
“R-TE EF A
RMB’000 RMB’000
N T 70 ARW¥T T
Profit before income tax [o3% Fir 45 A5 T ¥ ) 837,037 1,399,751
Tax calculated at domestic tax rates applicable £ 4545 B B8 % (14 ] 8 #2788 1 (1)
to profits in the respective countries BB EH A R BLIH 248,467 301,022
Tax effects of Pl TH R 2
Income not subject to tax SEIH BN (2,621) (17,898)
Expenses not deductible for tax purposes ANAT 0 BA 3 28,134 10,788
Prior year tax filling adjustments AR BRI H R - 659
Additional-deduction for research and 9% B B % <2 st n Bk
development expenses (819) (662)
Re-measurement of deferred tax due to change — HE#7 TR EBI A — A%
in the Kazakhstan tax rate W T e 0T A e 1 2 AL 28,294 -
Tax loss adjustment 45 e 45 o (5,690) =
Tax charge BiIE Y H 295,765 293,909

The weighted average effective tax rate was 35% for 2012. The
weighted average effective tax rate was 21% for 2011, but after
adjusting for one-time fair value non-cash gain arising from
acquisition of Emir-Oil, LLC of RMB460,345,000, the effective tax
rate was 31%.

Deferred tax in Kazakhstan has been re-measured due to higher
excess profit tax rate of Kazakhstan will be applied in the future.
The excess profit tax rate is based on rate of return on subsurface
use operations and requires estimation of future taxable income,
capital expenditures and other assumptions which affect the
estimations of amounts and periods when deductible/taxable
temporary differences existing at the reporting date are reversed/
settled.

T T IMRET Y B R G
35% o F——4F Z fINHE T A R R
55 21% » AH 5 I AL Emir-Oil, LLC 7
RN B A A RE A
N 460,345,000 T TR N R Z - —
T 2 IR YA B 55 31% o

P78 W T e 0 LS 7 R A0 J00 ] 4% ) 5
10 Y R A M B o A TR T T e S0
F1) 28 S Jr 45 B FE B A o R M B R
BT LT B T SEH B B R R > AR
TG EARACERBUA ~ AR &
A & 5 2 E) 2R H AT R R
T B At 2 S (o] B B T R

R o



Notes to the Consolidated Financial Statements (continued)
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25

Investments in subsidiaries and amount due from
subsidiaries

(@)

Investments in subsidiaries

25
&7,

wA I,lf!

@ ToAHRE

H Ao BE ER 2

As at December 31,

w+—H=+—H:
2012 2011
G- S 2 R4
RMB’000 RMB’000
AR¥F 7t ARHET 0
Investments in subsidiaries — FRAEIHRE —
unlisted shares I LT By 1,739,866 1,418,594

The following is a list of the subsidiaries at December 31,

R_F—-"HF+-_A=+—H T

2012: RAFIRMT
Date of Particulars
Place of incorporation Principal activities and place incorporation/ ofissued Interest held
Name and kind of legal entity of operation acquisition share capital by the Group
sl 3 AL/
e FRA FERH ARG TWE A DT RA LY o
MI Energy Corporation Cayman, limited Production and sale May 22, 2001 50,000 100%*
liabilities company of oil in China “ZZ—E  ordinary shares of
PSRE > ARERAT  EHEEEREEAN HAZFZH  1USdollar each
50,000 F# 1 -
%
MIE New Ventures Cayman, limited Investment holding August 6, 2010 10,000 100%*
Corporation liabilities company B ZE-FENARHE  ordinary shares of
PSRE  HRERLAH 1 US dollar each
10,000 &4 -
Bl—%T
Palaeontol Codperatief U.A.  Netherland, a cooperative  Investment holding February 8, 2011 - 100%
with no liability fEH “F—HEZANR
T A fEd (AR
Palaeontol B.V. Netherland, limited Investment holding February 11, 2011 18,000 shares of 100%
liabilities company RER “E——#Zf1+-H 1 Euro each
W ARFAELA 18,000/ -
BB
Gobi Energy Limited Cayman, limited Production and sale June 3,2011 100 ordinary shares 100%
liabilities company of oil in China ZE-HEAAZE of 1US dollar each
ReRE  AREEAR  ErEEERLEAN 100 H4f -
%1
MIBERERERAT « —T——F5% 189



(@)

Investments in subsidiaries (Continued)

Name

A

Riyadh Energy Limited

MIE Jurassic Energy
Corporation

Emir-Oil, LLC

Condor Energy Technology
LLC

Asia Power Energy
Corporation

Asia Dynamic Energy
Corporation

Pan-China Resources Ltd.

Place of incorporation
and kind of legal entity
AR B R 2
FRAR

Cayman, limited
liabilities company

RERE  ARRMEAA

Cayman, limited
liabilities company

MEiE  ARREAR

Kazakhstan, limited
liabilities partnership

WA HIRE
EE 2

Nevada, limited
liabilities company
FE NN - AIRE

A

Cayman, limited
liabilities company

SRS ARREAR

Cayman, limited
liabilities company

Weis  ARREAR

BVI Business Company,
limited by shares

EEATARE
B el

*  Shares held directly by the Company

Principal activities and place

of operation

FERBME S

Production and sale
of il in China

TE B A Rt

Investment holding

SR

Production and sale of oil
and gas in Kazakhstan
FRBERIEE R E

SR

Exploration of oil and
gas in the United States

fERBIHDER R

Investment holding

Ehaeide

Investment holding

EHeide

Production and sale
of oil in China

TERBE A R i

@ FoaufE (4)

Date of
incorporation/
acquisition
AR/
RE R

June 3, 2011
“F——H~A=H

September 9, 2011
“F—ERALA

September 30, 2011
AR TR

October 12, 2011
“B—— A=A

November 24, 2011
TE A
F—AZFmH

July 16, 2012
“Z-"FtAT+AH

December 31, 2012
“E -k
+=A=+-H

* AR R ELAEREA R B

Particulars
of issued
share capital

CEflA

100 ordinary shares
of 1 US dollar each
100 %M »

B—%71

100 ordinary shares
of 1 US dollar each
100 %

Bi—%T

Charter capital of the
partnership being
82,300 Kazakhstan
Tenge

aB LR MEA
82,300 e ST A
B

100 ordinary shares
of 1 US dollar each
100 4@
%7t

100 ordinary shares
of 1 US dollar each
100 % i
Bf—%

33,450,229 shares of
0.01 US dollar each
33,450,229 >
k0.1 ¥

Interest held
by the Group

e

100%

100%*

100%

80%

100%*

100%*

100%*



(b) Amount due from subsidiaries

(c)

Amount due from subsidiaries
Current W)
Non-current FEFH

The non-current amount due from subsidiaries reflects part of
the Company’s net investment in subsidiaries. These amounts
are non-trade related, unsecured, interest-free and have no
fixed terms of repayment.

The current amount due from subsidiaries are non-trade

related, unsecured and interest free and expects to be repaid
within twelve months from the balance sheet date.

Loan to subsidiaries

Loan to subsidiaries T ARER

The loan to subsidiaries is shareholder loan and interest
receivable due from MIE.

The loan to subsidiaries is non-trade related and unsecured.
The interest rate is 8% and expected to repaid within five
years from the balance sheet date.

FE W2 R KO

(b) MEWF 2 WK IE

(o)

As at December 31,

#EZA=+—H
2012 2011
= =
RMB’000 RMB’000
ARBFE  ARMET
282,848 94,514
1,563,115 3,329,987
1,845,963 3,424,501

JE W2 ) AR IE R 4 R TR B R 3 A
AR T TR FFEE R o
BLHER 7> I /5 IR ' 2 ~ AR
HABR - HARBERFMR -

W W2 R AR IE R B4 R TR B R 3 S
I H ok~ AT RS A K
Ho HEFHSREEAMRSER + =
fifl A RfEE -

S ENTE T
As at December 31,
R+_H=+—H:>
2012 2011
“F ST
RMB’000 RMB’000
AR¥ T ANR¥EFIT
1,346,407 -

TRl Z SR B R
FEHE B A MIE -

HE L

EACIPA S O TR S E S
B e ZERHAE R L8% > H
St W B AR H RS AR R



The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
RMB 97,776,000 (2011: RMB304,618,000).

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

A dividend in respect of the year ended December 31, 2012 of
HK$0.059 per share, amounting to a total dividend of
HK$156,223,000 (RMB126,665,000), is to be proposed at the
annual general meeting in May 2013. These financial statements
do not reflect this dividend payable.

AR F) FERE R AN R A 365 A 5 0 A
AEEAME BREHEHEARE
97,776,000 G ( = &F — —4F & N R ¥
304,618,000 7C) ©

ATE—TAER A\ H 2R
AR TRE _F £+ H
= —H IR AR S 2 PR o R
B AERR0.044 #50C > #UEE £ 116,505,000
# 0 (AR % 95,070,000 7C) » A B ik
F—AFEARA TR H AT o

WEE T~ 4+ HA=+—HIL4E
FE R B ARB S B —E— =R A
EHBERTE LHRE RS EE R
0.059 ¥t » A% £ 156,223,000 7T (A
K ¥ 126,665,000 70) H fi 76 1 % 55 -
KHEMAE B -

2012 2011
R ZER -4
HK$/000 RMB’000 HK$'000 RMB’000
T ARWTG Tt  AR¥TI
Proposed final dividend of B KB TR 1 7 M
HK$0.059 (2011: HK$0.044) 0.059 ¥ 7T (=B ——4F
per ordinary share %38 1 0.044 #50) 156,223 126,665 116,485 94,435



Profit before income tax
Adjustments for:
Depreciation, depletion and amortization
Interest expenses — net
Unrealized foreign exchange loss/(gain)
Write off of inventory
Impairment of trade and other receivables
Loss on disposal of property, plant

and equipment
Fair value (gain)/loss on oil hedge options

Gain from changes of fair value of option
to ACAP
Option granted to Essentia
Employee share option
Gain arising from acquisition of Emir-Oil, LLC
Share of loss from jointly controlled entities

Loan granted to PSC partner

Repayment of loan by PSC partner

Loan granted to PEDCO

Loan granted to jointly controlled entities

Changes in working capital:
Inventories

Trade and other receivables
Trade and other payables

Cash generated from operations

% T A5 i Vi )

RS

Pres - FETE S PEAY

TR B S

KB IME R, (FI5)

WEE R

AR AT % At R WA 35 P (L

EEAEE - TRk - &
) 1

A T ER T R 2 S
(FI15),TEi8

T ACAP LA G REA B
- LULEn

F Essentia 3L [H] £ & il

B TR

W Emir-Oil, LLC F45

A S [ 4 ) 4R R

BT A A A B A R
EL A2 43 A R 1 R
T PEDCO B3k

52T ) 42 o) B K

RO A B

Year ended December 31,

BE+T A=+ —HILFE -

2012 2011
G- S 2 TR
RMB’000 RMB’000
AR Tt ANR¥FI0
837,037 1,399,751
861,367 542,002
275,707 220,213
2,307 (70,659)
1,430 -
1,052 -

- 1,089
(1,487) 32,137
17,317) -
5,341 -
66,644 5,414
- (460,345)

8,265 -
(106,712) (92,330)
- 63,779
(13,640) -
(4,859) -
(780) (17,578)
(71,366) (209,796)
(163,914) 215,541
1,679,075 1,629,218



(@)

Commitments

(i)

(ii)

The Group does not have any capital expenditure
contracted for at the date of the consolidated statement
of financial position.

The Group has operating lease commitments related to
its non-cancellable operating leases for offices. The
future aggregate minimum lease payments under these
operating leases are as follows:

Less than 1 year IR — 4
Within 1-2 years —FE AR
Within 2-5 years TR

Lease expenses for the year ended December 31, 2012
relates to office and car rental of RMB13,216,000
(2011: RMB12,565,000).

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

Less than 1 year PR — 4
Within 1-2 years —F A
Within 2-5 years ZERF
Over 5 years FLAERL |

(ii)

A A AE AT AT S 5 R B
Bkl E B C #aT S
B

% B [ 460 25 L 0 0 2 T
B A L 0 L L R
o ML B IE 0 K A B
MG < SRR AN F -

As at December 31,

WA=+ —H>
2012 2011
e
RMB’000 RMB’000
ANRW Tt ANR¥FI0
5,044 4,687
2,843 3,507
1,853 4,304
9,740 12,498

HE_F—-_#H+ A4
=+ — H L EEAREE 2
NERREMER YA AR
#13,216,000 00 ( — & — —
0 NRH 12,565,000 7T) o

AR W T e 307 1 = ] [ B
EEAR - AL ELAES
[e] 9 R oA 047 e K T it 38
FIARIE

As at December 31,

W+HH=1+—H>
2012 2011
e
RMB’000 RMB’000
NG T AR¥T oo
514,249 440,808
412,856 420,509
1,377,279 1,294,990
5,955,974 6,470,097

8,260,358 8,626,404



(@)

(b)

Commitments (Continued)

(iii)  The Group has commitment to provide funding if called
by SGE in accordance with the 2013 annual budget as
approved by the board of directors of up to US$72.11
million.

Contingencies

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

(@)

(b)

it (#1)

(i) 47 SGE AR 4% ¥ 5 & Ik vf 40 1
B R — A AR P T SR
T oK > AN A [ KRS 1)
SGEHR LA AN 7 211 &
LI E 4 -

A AU

A EBERENA A NH > MIE
SR AL ET SR S LA A > DA
R R B 67 1L R s R il ) 2
KIwo4 M o it ZBERE > MIE
A W 1 5 5% 35 04 I B J B il 56 B
BB E B — O ®IR - 5%IEH
A FRNAEREEEE -
TEAAENA > MIEE 17 H L&
SRS 1A IR L E 7 R o s R 1 I
H e =ZEZNFNLA +HLEH
MIE 2 7 w7 b 45 P 8 39 i 8 7%
THH ZoR R - B afb LR B
B % Pk B SiE = 0 PR L 21 3 B MILE SIf
RIBAITE M B AFFE 2008
EIUMBERGE Bl > BOREEE
b3 A R o MIE AR 15 20 B A1) il
HERFo4MMIHE PR ED
5 B T 43 A TR T 2 W G
B o B A L B EE L LA R SIE R
IE A E H A4 40316 R 3 AT AT =) 3%
)y o



On November 21, 2012, the Company and Sunwing entered into
an agreement pursuant to which the Company agreed to purchase
and Sunwing agreed to sell all of the issued and outstanding shares
in PCR.

The acquisition has been completed on December 14, 2012 for an
adjusted purchase price of approximately US$39.6 million, of
which US$4 million has been withheld and will be delivered
within 180 days after the closing. The Company assumed
controlled of PCR on December 31, 2012.

The Group pursues exploration, development and production
opportunities in the PRC and internationally, both independently
and in partnership with other major and independent oil
companies. The acquisition allows the Company to leverage its
position in the PRC to better develop and more efficiently produce
under another production sharing contract with PetroChina.
Pursuant to a production sharing contract with PetroChina, PCR
holds 100% participating interest in the foreign contractor’s
entitlement and obligations. The production sharing contract,
originally signed in 1997 with a maximum term of 30 years, has
been in the commercial production phase since 2009 and covers
an area of 31.29 square kilometres named Kongnan block within
Dagang oil field in Hebei province. PCR can conduct oil
development and production operations in the contracted area and
share in the production of crude oil with PetroChina after the
successful development of oil reserves.

A E T —H o+ —H > AR
Bl Sunwing %551 T O ok > AR IR R -
AR5 ) R B Y B H Sunwing [7] & B 4
HBELEE1T ) PCR A -
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The following table summarizes the consideration paid for PCR,
using the fair value of assets acquired and liabilities assumed at the
date the Group assumed control.

AR RYE A G2 [ U B PCR /i 2 H
i LA BT WO B TR A2 A o fE
AR AU

Consideration at December 31, 2012 RMB’000
SR -TAEF A= B EE AR¥ET T
Cash paid at completion A8 H) 58 A B 223,559
Cash retention amount to be paid in JRE T 32 FIA% 180 K A STAN A T B Ak 0H

180 days after closing (Note 18) (M7 18) 25,142
Total consideration BB 248,701
Recognized amounts of identifiable W] 2 0 A A 0 A R

assets acquired and liabilities assumed
Cash and cash equivalents 4 I B4 A B ) 9,239
Property, plant and equipment (Note 6)  AEjE ~ TR A (K7 6) 217,957
Intangible assets (Note 7) WY G R (M7t 7) 57,197
Trade and other receivables JRE T e HAth BB SR T 23,835
Trade and other payables JEASE I A AT S5k (38,907)
Current income tax liabilities IR A E (897)
Deferred tax liabilities (Note 17) HESE P A3 B B B (Mt 17) (26,251)
Total identifiable net assets T R AR 242,173
Goodwill arising from acquisition of W JiE PCR 2 22 W 2 (W 7)

PCR (Note 7) 6,528
Cash consideration paid SO R B 223,559
Cash and cash equivalents of PCR Wi H PCR #EA Y B4 )

at date of acquisition By (9,239)
Acquisition of PCR, net of cash acquired  PCR W Jiff 3 5 (1B 26 15 31 & 1% 14 54K 214,320

Acquisition-related costs of RMB23,602,000 have been charged to
the consolidated income statement for the year ended December
31,2012.

Had PCR been consolidated from January 1, 2012, the consolidated
income statement would show pro-forma revenue of
RMB3,708,760,000 and pro-forma net profit of RMB574,384,000.
The consolidated revenue and profit, assuming PCR has been
consolidated from January 1, 2012, have included additional
amortization of mining rights and oil and gas properties recognized
on acquisition.

WAz B A B R A AR 23,602,000 UG EL AR
BE-Z—"HF T H=1T—HILFE
B A DR 45 A ik 28 2R R 0 BE -
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The Group is controlled by FEEL, which owns 53.42% of the AR 52 FEEL HL 4 #5H » FEELHEA A

Company’s shares and is also the ultimate parent company of the A A 53.42% » 3 H & A48 3] 1) e 5%
Group. The ultimate controlling parties of the Group are Mr. Zhang BEON ) o A BRI B K O 5 IR A A
Ruilin and Mr. Zhao Jiangwei. SEHE RS VAR A o

(@) The following transactions and balances were carried out (@) BB G PG RAEERIT

with related parties:

Year ended December 31,

BET A=+ —HIE4HE

2012 2011
g F—F
RMB’000 RMB’000

AR T8 UNSL o

Transactions with PSC partners B 4 R W B AR R 5
Global Oil Corporation (“GOC”) TR A ERBRER A A ]
Amounts received on behalf of GOC A o 20 FR A [R] AR R IR ) B
arising from the PSCs BRERAT SO 3RIH 323,457 303,802
Loan granted to GOC P B R R BR R A i 7 A K 106,713 92,330
Repayment of loan by GOC VDN EHE: 3 O aRlii I P g- N = (63,779)
Cost incurred on behalf of GOC MR i 3 LA RARER R
from PSCs R B SR ER A BT S A I A 267,732 255,949
PetroChina SRRl
Sales to PetroChina o T 8 AR 2,924,726 2,723,671
Cost incurred on behalf of PetroChina MR E it 23 A R R o
from PSCs Fie S B AR 177,259 97,971
Transactions with jointly controlled entities 53t [a] % i T 8 i 22 5
White Hawk White Hawk
Loan granted to White Hawk T White Hawk i 85K 2,096 -
SGE SGE
Loan granted to SGE T SGE 1 &K 2,766 -
Transactions with a company/person related 52 FEEL 52 3¢ 5 50 1 i 1 165
to the controlling shareholder of FEEL Al NEHR S
Jilin Guotai Petroleum Development G B2 T B A R
Company* Al
Purchases of materials and spare parts IREEYARL B A 392 376
Purchases of oil well services 1 B B I AR 179,425 163,327
Rental of vehicles RHAFH 4 = 2,535
Purchases of vehicles 3= RaNEE 2,005 3,232
Loan granted to Jilin Guotai Y N Ry 30,000 =
Repayment of loan by Jilin Guotai R FR AR B (30,000) =
Songyuan Guotai Petroleum Technology i T TT I 2% A 5 Al 25 A PR
Service Company* Al
Purchases of oil well services I 0 S R s 2,453 =
Zhao Jiangbo FERAR) S
Rental of office premise b/ NE T E e e 745 1,296
Rental of vehicles KH4 3,756 3,504
% The amounts disclosed above represents gross amount transacted * DA b B 5 R 1 4 R A AR T (FE B
between the Group, acting as operator for Daan, Moliging and K2~ BB R 3 = i Ao 1
Miao 3 oilfields , with Jilin Guotai Petroleum Development 2EF) BTN T 38 S B AR o 5
Company and its subsidiary, Songyuan Guotai Petroleum M B 2R A 1 B EE A R R RIRA S
Technology Service Company, both of which are controlled by T B % A R IR A FRA ] Aok

Zhao Jiangbo, spouse of Mr. Zhang Ruilin. Fity S A P T B B VL 30 L Tl o



other receivables/payables:

(b) Amounts due from/to related parties included in trade and (b)

Amounts due from related companies, PSC JE 15 BH 2 &) ~ 2 543 iR & Rl

partners and jointly controlled entities
Current
Global Oil Corporation (non-trade)
(Note 10)
PetroChina (trade) (Note 10)
PetroChina (non-trade) (Note 10)
White Hawk (non-trade) (Note 10)

Non-current

Global Oil Corporation (non-trade)
(Note 10)

SGE (non-trade) (Note 10)

Advance to related company
Jilin Guotai Petroleum Development
Company (trade) (Note 10)

Amounts due to related companies

Amount due to suppliers

Jilin Guotai Petroleum Development
Company (trade) (Note 18)

Songyuan Guotai Petroleum Technology
Service Company (trade) (Note 18)

W 2 B 2 ] 45 i B 18 0 R JE
HB
K 55 BR BR A T2 7]

(& 5) (K7t 10)
A (ES) (Kt 10)
A (GE”E S (Mg 10)
White Hawk (3E®& Z) (Hf7£ 10)

JE W By

TR ) B ER kA 4 )
(FEBS) (Kit10)

SGE (& %) (Kfit 10)

T R0 3 s A £ sk
AR B 22 A B B R R
(% 5) (Kfit10)

JRE A IR Mg 2 ) sk I

JRE A 3 i K JEL

TR B 2 A B A R A R
(&%) (K7t 18)

A TR [ 2 T Rl B
AR~ (B 5) (it 18)

FEA MBS, B JF A 8 i, AR 3K )
JEWSL, s B B 7 O

As at December 31,

wr-H=1+—8:
2012 2011
e M=
RMB’000 RMB’000
AR Tt ANR¥Fi
67,939 142,500
371,787 300,914
63,288 37,993
2,096 -
505,110 481,407
125,549 -
2,766 -
633,425 481,407
- 31,718
5,717 -
2,636 -

8,353



(b) Amounts due from/to related parties included in trade and

()

other receivables/payables: (Continued)

The above balances represent trade and unbilled receivables
from PetroChina from sale of crude oil to PetroChina
pursuant to the PSCs, advances to Global Oil Corporation
which arise mainly from amounts received on behalf of
Global Oil Corporation, expenditures incurred by the Group
on behalf of other PSC partners pursuant to the PSCs, and
advances or payables for oilfield related services from Jilin
Guotai Petroleum Development Company and its subsidiary,
Songyuan Guotai Petroleum Technology Service Company.

The balances are unsecured in nature and bear no interest.

Key management compensation is presented below:

Expenses X
Short-term benefits: LA £
— Directors’ fees — #HREEM
— Salaries and allowances — AN
— Discretionary bonuses — mEsESE
— Employer’s contribution to — R ARG H ) 4 Ak
pension scheme
— Share options and stock — 4T Y RO B S Ay
appreciation rights granted H(ERE
Total A5t
Accrued liability Hitaf
Short-term benefits: A R
— Bonuses — ALA|

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

(b)

()

FEA B, B F A 8 i, AR 3K )
JEWL,AsF B B 7 R - (4)

EA &S ER Y P By - ARARE b R
(] 1) v T S A 9 7 28 24 9 R
S REWCERIE ~ TR A5 TR R R R R Bk
A H 22 FLECE 9 R 0 £ 2R A R AR
FR R R S BR TR AT 1 23 RSB 3k
TH ~ % MR i oy I [ AR SR I AR
LA 73 A TR 1 i A 0 S
H > DK 1] AR B 2 A 3 B A
FR 2 ) B HL 7 R R DT B 28 A
B A 15 A R 2 ) AT FE R B Al
B FAL K -

bl A B T A R ELAS A
B

FEEHMNBMEIRNT

Year ended December 31,

BEH A=+ —HILFHE

2012 2011
R F
RMB’000 RMB’000

AR¥TR AR TT

819 819
22,384 21,071
4,989 48,083

237 229
48,026 11,458
76,455 81,660
4,989 34,915
4,989 34,915

AL 7 A BN B B AR ) A 5 30
WE A+ A A R egE i -



Notes to the Consolidated Financial Statements (continued)

o BF B 5 e 3 B (%)

32 Earnings per share

(@) Basic

Basic earnings per share is calculated by dividing the net
profit attributable to owners of the Company by the weighted
average number of ordinary shares in issue during the year.

32 BEA

(@) ZHEAR

B A A S AR B A A AR ]
B 3 B A > BR DAAS4E B2 R 2 9%
8 L IR 2 B H BHE -

Year ended December 31,

BET A=+ —HILEE

2012 2011
e
RMB’000 RMB’000

AR®ETR  ARWTIT

Net profit attributable to owners i | Bt S A A 3

of the Company RS 543,966 1,106,072
Weighted average number of ordinary TRESF- #4528 i B E

shares (thousands) (F 1) 2,644,812 2,643,681
Earnings per share, Basic g W FE A A

(RMB per share) (i) (R ARH) () 0.21 0.42

Ml BSRZRERAT « —T——44% 201



(b)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.
The number of ordinary shares calculated as above for basic
earnings per share is increased by the number of ordinary
shares that would have been issued assuming the exercise of
the share options at the later of, beginning of the relevant
year or date of issuance.

(b) FikE

o TR o P A i {1 s P ) 7 11 T
TE U 28 e AR - IR AT
A BC ) o RT3 R B - $R DL B
B B A D5 2R 3 B0 2 B
ERE VIR T4 T YNl ki
FYRE B ETHWE 2 hEgH
SUVREAT (o8 BT R 4T 19 3

=N
= °

Year ended December 31,

BE+T A=+ —HILFE

2012 2011
R —F—F
RMB’000 RMB’000
AR¥TF ARWTT
Net profit attributable to owners A0S A RERERE A N EAG
of the Company 1 Ui ) 543,966 1,106,072
Weighted average number of ordinary TREF- 343528 i B E
shares (thousands) (Fh%) 2,644,812 2,643,681
Adjustments for: A
— Share options (thousands) — BB (T-17) 10,592 15,483
Weighted average number of diluted oy i S IR 2 A Y
potential ordinary shares for diluted VY TE I 28 RO 1 B
earnings per share (thousands) (1) 2,655,404 2,659,164
Earnings per share, Diluted B B R R
(RMB per share) (i) (BN (i) 0.20 0.42

(i) Included in net profit attributable to owners of the Company for (i)
the year ended December 31, 2011 is a one-time fair value non-
cash gain arising from the acquisition of Emir-Oil, LLC of
RMB460,345,000. If this one-time fair value non-cash gain was
excluded, the basic and diluted earnings per share for the year
ended December 31, 2011 would be RMB0.24 per share.

EEREE % ——4F+_H
= HAREEA A BT 1 i A
g A — I Emir-Oil, LLC
A S B N R ¥ 460,345,000 76
ZHEBEN - FHEA RMEMER
15 o RZEAREEMNSG > BE
ZE A= HEEZ
A KR PR R 6 2 R N R
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Issue of US$200 million senior notes

On February 6, 2013, the Company issued US$200 million 6.875%
senior notes due 2018 (the “2018 Notes”). The 2018 Notes bear
coupon rate of 6.875% per annum, payable semi-annually in
arrears on February 6 and August 6 of each year, commencing on
August 6, 2013. The net proceeds of the issuance of the 2018
Notes, after deduction of discounts, fees, commissions and other
expenses payable in connection with the issuance of the 2018
Notes, amounted to approximately US$195 million. A substantial
portion of the proceeds from the issuance of the Notes was used to
repay all of MIE’s existing indebtedness to Minsheng Bank (as
referred to below). The remaining proceeds will be used for capital
expenditures, working capital and general corporate purposes of
the Group. The 2018 Notes were listed on the Singapore Exchange
Securities Trading Limited on February 7, 2013.

The 2018 Notes are general obligation of the Company and senior
in right of payment to any existing and future obligations of the
Company expressly subordinated in right of payment to the 2018
Notes.

The 2018 Notes and the guarantees provided by certain
subsidiaries will limit the ability of the Company and certain of its
subsidiaries to, among other things (and subject to certain
qualifications and exceptions), incur additional indebtedness, issue
preferred stock and make investment.

At any time on or after February 6, 2016, the Company may
redeem the 2018 Notes, in whole or in part, at a redemption price
equal to the percentage of principal amount set forth below, plus
accrued and unpaid interest up to the redemption date, if redeemed
during the 12-month period commencing on February 6 of any
year set forth below:

Period

111

2016 TE N
2017 —E k5

At any time prior to February 6, 2016, the Company may at its
option redeem the 2018 Notes, in whole but not in part, at a
redemption price equal to 100% of the principal amount of the
2018 Notes, plus the applicable premium, and accrued and unpaid
interest up to the redemption date.

BT 2R BE R

ANFI E—ZAFE AN H BT
F— N E 2 35 90 6.875 JH (& /o ZE 4%
(LA 2018 595 1) » 2018 22 4%
AYET A R A A4 6.875 8 > I A . F
— ZAFENANSNHREREEN ANHE R
NAZS BRI — K o SR E K
AT - A e KA B TR
b JE B SZ 4% - DL B B B S BOE
BHA B 1,95 00 - AN AT
JIT A5 2K TE I A A 1E 78 MIE BLIRR &5 R IR
A GRATRY T A A AR (W0 F Brak) > SR
AARALEENEARE Y - BEES R
— A o 2018 AN F— =
47 H b BRSBTS B 25 38 5 B A BR A
A b

12018 B4 2 A w) — M AR A 7
2 A6 RE I B T 7 2 W) 2 e R A Lt
SRR AL AT B A KRR R -

%2018 5248 [ b 25 T W8 2 w1 S kA 468
PR FR A A 2% =) Koo T BB 2 ) 7 2 2
WM ~ AT SE I R A& 5 O T Y
RETT (HEAT & T B S BISME DLERSD)

A FE—NEHNHZEAARE
AN T A] FEAR SR SCAT B AR S RE
LU B B [ A A > 5 o ek 2 ) O 1
FERATFLE (74 T ST AT AT 42 — A
7S H R A AR A 0 [ B 1 ) B Tl A
B4 2018 224 -

Redemption Price

Y Il BT %

103.4375%
101.7188%

W T E—INAE T H N HEAE IR > AR
ST REBR AR L2018 E B A & FE Y
100% M 75 28 1§ (0] H 30 110 728 ) 3 1 DA I
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Issue of US$200 million senior notes (Continued)

In addition, at any time prior to February 6, 2016, the Company
may redeem up to 35% of the aggregate principal amount of the
2018 Notes with the net cash proceeds of one or more sales of
common stock of the Company in an equity offering at a
redemption price of 106.875% of the principal amount of the 2018
Notes, plus accrued and unpaid interest to the redemption date,
provided that at least 65% of the aggregate principal amount of the
2018 Notes issued on the original issue date remains outstanding
after each such redemption and any such redemption takes place
within 60 days after the closing of the related equity offering.

Repayment of RMB60 million loan from CCB and new
loan of RMB60 million from CCB

On January 11, 2013, MIE repaid to CCB the RMB60 million 6
month working capital loan entered into with CCB in July 11, 2012
(Note 19). On January 25, 2013, MIE entered into a facility
agreement for a new RMB60 million working capital loan for 6
months commencing on January 25, 2013. The interest rate is the
base rate as published by the People’s Bank of China at 5.6% per
annum plus 15% of the base rate and the resulting effective interest
rate is 6.44% per annum. The loan is guaranteed by Gobi Energy
Limited and Riyadh Energy Limited.

Repayment of US$80 million loan and US$60 million
loan from Minsheng Bank

On March 19, 2013, MIE repaid the US$80 million loan and
US$60 million loan from Minsheng Bank.

Emir oilfield production licence in Kazakhstan

In March 2013, the Group signed its fourth production contract
with the Ministry of Oil and Gas of the Republic of Kazakhstan for
Emir oilfield, covering an area of 3.53 square kilometers with a
term of 17 years. The minimum commitment of the Group is
approximately US$25 million under the work program for the term
of the production contract.

AT 2 R RT B R (A])
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A Al A — R B A — IR sk 2 IR
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1Y S R A A B 2 AR AR B B 1 A
¥ > A AS B8 2018 2 /K 42 B4 35%
B4 o 3% I R AT A RO RTAR 1 2 > 49
UOHEATIE 145 5 2 D AR B R
T HE BT 2018 LA 4 404 65% Y
043 1t A 1] - L () A 2 2 R B
M E LS TRAL 60 H NEEA: -

i 258 v [ % 84T N R 6,000
70 B K I T v o [ A R SR AT Bk
AR ¥ 6,000 & 5t

MIEfA — & — = —H +—HMHEE =%
—AEEA b H R R EESRT A
A4 By N 6,000 15 J0 1 6 15 H O R ¥
R A (K EE19) « MIEJA =&
—ZAE— A T E B PR R AR AT
Flor—HA AN RS E S S TR ® > W
K—2 N R ¥6,000 5 c 6@ A &
o BEE A —F—-=4F—H _1+x
HEFE > LA R AT A i 2 55 HE R
F5.6% ¥ 15% » B E B A F B A4
6.44% ° 3% 3Kt Gobi fig Vi A PR/ #
J2 Riyadh RE IR A PR FIHE LR ©

18 32 b B R A 8147 8,000 & 3£ T K
6,000 & £ LB

MIEA =% —=4=H+ L H &% &
A 247 8,000 & 3£ T [ 6,000 & 3£ L&

W I 5 0 HEL 3ol R 2 E A I

A B T — A = B R e e
L0 T SR AR T T U A A TR B
Emir i H2E E AR > 5% & R 8 Z A 5
3.53 AR - IRRA174F - REEZA
BEAR > AEREALES RPN CAER 8
BARSERS LAE R KA 2,500 82T -



MIE HOLDINGS CORPORATION
Ml sERZIR AR AT

(Incorporated in the Cayman Islands with limited liability)
(REEESFMHA L2 HRAA])
(Stock code A& fak5%: 1555)

www.mienergy.com



