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Financial Highlights
M5 E

Gross profit margin (overall)
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HAIZETEE
Missions

Develop clean energy
Create better life

& RES
HELE BFPEL
BIZEIF BEGR BEREE

o Core Values

BE B9 Customer Supremacy

Innovation
Value Orientation
Teamwork

Integrity

Spirits
Passionate Ambitious
Practical Diligent

THeSERA
HEEE AQFALE
METRE RERE
EHEM HEBK

Principles of Workplace Culture

Respect Righteous
Disciplined Precise
Initiative  Positive

Enterprise Culture
#EXIE

Objectives

Create value for our
customers
Create platforms for our
employees
Create returns for our
shareholders
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Corporate Profiles
NGBy

China Oil And Gas Group Limited (the “Company”) (stock code: 603) and its
subsidiaries (together, the “Group”) are principally engaged in investment
in natural gas and energy related business. Operations of the Group include
piped city gas business, pipeline design and construction; transportation,
distribution and sale of compressed natural gas (“CNG") and liquefied
natural gas (“LNG"); and development, production and sale of crude oil and
natural gas and other upstream energy resources.

As a piped city natural gas service provider, the Group supplies city natural
gas through long-distance transmission pipelines. With 65 concession
rights, the Group has built up city pipeline networks which offer stable and
sufficient natural gas resources to local household, industrial, commercial
and other users. As a non-pipeline natural gas provider, the Group has
established 1 LNG plant in Qinghai Province, Sichuan Province and Guizhou
Province, PRC respectively. Meanwhile, the Group has also built certain CNG
primary stations to ensure a smooth supply of natural gas all year round.
These facilities support supplies of natural gas to cities not yet covered by
pipeline networks and are treated as emergency backup gas sources for the
Group.

All kinds of automobiles, city buses and long-distance buses can be
converted into natural gas operation system by paying an affordable fee.
Some of the provinces will provide subsidy to automobile owners who are
willing to convert their automobile into natural gas operating system. With
support from the PRC government, the Group offers inexpensive, clean and
environmental friendly natural gas to the transportation sector.

As an operator of natural gas branch pipelines, the Group has already
completed approximately 26,986 km natural gas pipelines in 13 provinces,
cities and autonomous regions. Apart from bringing in stable natural gas
transmission revenue, the branch pipelines constructions will also facilitate
the development of projects along the down-stream.

The Group has well established a large-scale developed natural gas transport
and logistics operation in the PRC, including the set up of LNG and CNG
fleets which have reinforced the mobility and coverage of our natural gas
supplies.

As an upstream energy resources producer, the Group engages in the
development, production and sale of crude oil and gas and other resources
in Alberta of Canada. The exploration and production business of the
Group has the proved reserves of approximately 36.02 million barrels of oil
equivalent and the proved plus probable reserves of approximately 57.12
million barrels of oil equivalent. Its average daily production was 5,270
barrels of oil equivalent in 2025. Our exploration and production business
possesses energy business in production, a very experienced management
team with proven tracking records, a stable production assets portfolio and
strong profitability with considerable potential for growth.
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Natural Gas Distribution Business in China
PEXARTDEER
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Oil and Gas Production Business in Canada
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Corporate Information
L EH

(continued) (#&)

LEGAL ADVISERS

(As to Hong Kong Law)
Li & Partners

(As to PRC Law)
Beijing Huaao Law & Partners

PRINCIPAL SHARE REGISTRAR
Conyers Corporate Services (Bermuda) Limited
Clarendon House, 2 Church Street

Hamilton HM11, Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

IN HONG KONG
Suite 2805, 28th Floor
Sino Plaza

255-257 Gloucester Road
Causeway Bay

Hong Kong

PRINCIPAL BANKER

The Hongkong and Shanghai Banking Corporation Limited
China Citic Bank International Limited
Ping An Bank Co., Ltd. (Acting Through Its Offshore Banking Centre)

STOCK CODE
603

WEBSITE AND E-MAIL ADDRESS
Website: http://www.hk603.com
E-mail:info@hk603.com
ecomm@hk603.com (for Corporate Communication)

CHINA OIL AND GAS GROUP LIMITED Annual Report 2025

&R
(&% 72)
R 1T

(P BIAE)
bR ER R E B

FERDBFEEE
Conyers Corporate Services (Bermuda) Limited

Clarendon House, 2 Church Street
Hamilton HM11, Bermuda

E /% HR 'fﬁ

el
EEPREBELZLAERADT
BB BT
EFKEFRI183HM
A AR
1711712171658 &4

s R
Clarendon House
2 Church Street

Hamilton HM 11

Bermuda

BMBEEREB 2T EEE NI

BB

fﬂ%/ """""

# + 4T 382552575k
EME S
28122805 =

FEERIRIT
EELEBEZCRITARAT
FR{EERT (BB ERAA
FRIBITRHEBER AT (B
ITE)

R 1R 5R

603

3k K T B i 3k

484k ¢ http://Awww.hk603.com

T U  info@hk603.com
ecomm@hk603.com (‘A B8 ET)

BEIZIMRITF



CHAIRMAN'S STATEMENT AND
MANAGEMENT DISCUSSION
AND ANALYSIS

TEHEREEENWR SN




10

Chairman’s Statement
FREHE

BUSINESS REVIEW

In 2025, amidst profound adjustments in the global energy landscape and
the cyclical transition and upgrade of the Mainland China economy, the
Group, steadfastly upholding its mission of “Developing Clean Energy,
Creating a Better Life”, anchored its focus on the high-quality development
agenda. We strategically coordinated the development and operation of
upstream and downstream resources and markets, deepened our core
natural gas business, and actively expanded integrated energy and customer
value-added services. All cadres and employees united with one purpose,
tackling challenges head-on, successfully achieving the annual operational
and safety management targets. Throughout the Year, no general or above
production safety liability incidents occurred. Our domestic and overseas
businesses developed in synergy, the fundamental operational landscape
remained robust and positive, strategic upgrades took solid strides forward,
thereby further strengthening comprehensive competitiveness and risk
resilience, solidifying the core foundation for the Group to navigate industry
cycles and achieve sustainable development. Synergy-driven quality
enhancements were realised across the business segments of the full industry
chain. The upstream oil and gas development business in Canada progressed
steadily, with average daily production achieving year-on-year growth. Both
resource development efficiency and gross profit margin increased, further
highlighting the advantages of the full industry chain layout. The downstream
core gas business maintained a solid foundation. Annual gas sales and
transmission volumes stabilised, the residential user base continued to
expand, and new progress was made in commercial customer development.
Leveraging a core customer resource pool of nearly 2.2 million residential
users and over 20,000 commercial and industrial users, the Group reinforced
its primary role in regional energy supply, while simultaneously improving
both pipeline network operational efficiency and market service capabilities.
Management quality enhancement initiatives yielded significant results. The
"Four Threes Project” was implemented Group-wide, with nearly 4,000
employees participating in the “Strengthening Three Fundamentals”
knowledge assessment, achieving a pass rate exceeding 95%. Through
measures to “Increase Three Revenues, Control Three Costs, and Mitigate
Three Losses”, various control measures were precisely implemented. The
efficiency of personnel-role matching saw substantial improvement, leading
to bidirectional enhancement in both management effectiveness and
operational efficiency. Breakthrough progress was achieved in the strategic
emerging businesses. The integrated energy business saw multiple successful
initiatives, with benchmark projects such as the Wuhan Photovoltaic
Charging Station and the Xinyi Steam Sales Project commencing operations
successfully. Reserved projects progressed in an orderly manner, preliminarily
forming a “Gas + N” multi-energy complementary development model,
leading to a notable improvement in operational quality. Digital
transformation and capital operation synergised to drive development. The
three core digital platforms for operational management, customer service,
and production safety were comprehensively upgraded and launched,
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achieving 100% digital coverage of core business processes. The asset
acquisition project for Shandong Shengli Co., Ltd. was successfully initiated.
Through the “equity acquisition + supporting financing” approach, the
project aims to expand and strengthen the gas market scale, enhance
business growth, and optimise the capital structure. Risk prevention and the
internal control system underwent iterative upgrades. Key area risks were
accurately identified, while compliance management and audit oversight
capabilities were continuously strengthened to safeguard the development of
the Group'’s domestic and overseas operations.

CITY PIPELINE NATURAL GAS BUSINESS

Sales and distribution of natural gas

During the year, the Group’s natural gas sales and transmission volume
decreased 7.1% as compared to last year.

The Group’s natural gas sales volume recorded to be 4,266 million cubic
meters for 2025 (2024: 4,584 million cubic meters), decreased by 6.9%
compared with the same period last year. Transmission volume was 2,452
million cubic meters, recorded a 7.3% decrease as compared to the same
period last year.

Consumption of residential users decreased by 16.6% from last year's 1,026
million cubic meters to 856 million cubic meters; industrial and commercial
users recorded 3,067 million cubic meters (2024: 3,178 million cubic meters),
decreased by 3.5% compared with the same period last year; gas
consumption of gas stations recorded a decrease of 9.7% at current year's
343 million cubic meters from last year's 380 million cubic meters. Each of
the above categories representing 20%, 72% and 8% of the total gas sales
volume (2024: 22%, 69% and 9%), respectively.

Development of new users

For 2025, the Group connected 66,266 (2024: 86,344) new residential users
and the accumulated development of residential users were 2,194,546. Total
connections for new industrial and commercial users were 1,176 (2024:
1,511) and the accumulated development of industrial and commercial users
were 20,695.
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Chairman’s Statement
EREHRSE

(continued) (#)

EXPLOITATION AND PRODUCTION OF CRUDE OIL
AND NATURAL GAS BUSINESS

The Group continued the business of exploitation and production of light oil
and natural gas in Canada. The Group's production in 2025 was 5,270
barrels of oil equivalent per day (“boe/d"”), (2024: 5,082 boe/d).

Reference crude oil prices were 14.6% lower in 2025, with West Texas
Intermediate averaging US$64.69 per barrel compared with US$75.72 per
barrel in 2024. The Group realized a crude oil price of CAD82.04 per barrel
in 2025 compared to CAD93.62 per barrel in 2024 with a year-on-year
decrease of 12.4%. The Group achieved the average operating netback of
CAD29.47 per barrel of oil equivalent, representing a decrease of 2.7% as
compared with CAD30.28 per barrel of oil equivalent for the same period
last year.

BUSINESS PROSPECTS

The year 2026 marks the commencement of China’s 15th Five-Year Plan
(2026-2030). As a clean and low-carbon energy source, the strategic role of
natural gas in achieving the national “Dual Carbon” goals and building a
powerful energy nation is becoming increasingly prominent. The industry is
ushering in a new phase of development, with national annual consumption
expected to exceed 460 billion cubic metres, accounting for 12.5% of
primary energy consumption. Simultaneously, the in-depth integration of
global energy resource development and domestic market demand, the
continuous optimisation of the competitive landscape, and the rising
standards for compliant operations are creating greater development space
for enterprises possessing advantages such as a full industry chain layout and
synergistic domestic and overseas resources. The Group will seize the
opportunities presented by industry development, anchored in the strategic
principle of “Core Business as the Foundation for Ecosystem Expansion”. A
key initiative will be forging a second growth curve. We will coordinate
upstream resource development with downstream business model
innovation, enhance the quality of our core business while expanding into
integrated energy and value-added services. Through more robust operations,
clearer strategic positioning, and stronger growth, we are committed to
creating long-term, stable, and sustainable value returns for our investors.
Focus on enhancing efficiency across the entire business chain to consolidate
the fundamental development base. In the upstream segment, we will
continue to optimise the layout of our oil and gas development operations in
Canada, improving resource exploration and development efficiency as well
as production capacity, further solidifying our resource supply advantage and
strengthening the synergy between domestic and overseas resources. In the
downstream segment, we will deepen our core gas business, intensify market
development and pipeline network operation and maintenance efforts,
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precisely drive expansion among residential, industrial, and commercial users,
steadily increase the scale of gas sales and transmission businesses,
strengthen gas source coordination and price spread management, optimise
the pipeline network layout, continuously consolidate our core position in
regional energy supply, and ensure stable and progressive performance of
our core operations. Drive ecosystem expansion to build diversified growth
drivers. We will accelerate the transition from a “single gas supplier” to an
“integrated energy service provider”. On one hand, we will deepen the “Gas
+ Lifestyle Services” value-added ecosystem, implement the customer service
“Five Unifications” system, build diverse service scenarios, and promote the
scaled and profitable development of value-added services. On the other
hand, we will fully deploy the integrated energy business, develop the “Gas
+ N” integrated energy supply model, focus on providing multi-energy
complementary solutions (cooling, heating, electricity, gas) for industrial
parks and commercial complexes, and strive to achieve breakthrough growth
in the performance of our integrated energy business. Strengthen technology
empowerment and reinforce management fundamentals to ignite new
drivers of development. Centred on realising the value of digital
transformation, we will advance the integration of business and finance, and
deepen the application of Al and digital twin in core business scenarios. We
will continuously deepen the “Four Threes Project” to solidify foundational
management and precisely control costs and mitigate losses. Concurrently,
we will refine the end-to-end risk prevention and control system, and
strengthen compliance management for both domestic and overseas
operations. We will optimise the talent “selection, cultivation, utilisation, and
retention” mechanism to stimulate the organisation’s internal vitality.
Standing at a new starting point, the Group will unite with determination to
overcome challenges, promote the synergistic development of domestic and
overseas operations, as well as core and other businesses, strive to forge a
new pattern of high-quality development, and deliver excellent operational
performance in return to our investors.

Xu Tie-liang
Chairman

Hong Kong, 27 March 2026
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Management Discussion and Analysis

EHEERR DN

The following discussions should be read in conjunction with the audited
consolidated financial statements of the Group and its notes and other
sections in the annual report for the year ended 31 December 2025.

FINANCIAL REVIEW

For the year ended 31 December 2025, the Group recorded revenue of
HK$15,159 million, representing a decrease of 14.1% from HK$17,655
million for the year ended 31 December 2024.

The total revenue combined by four segments, namely (1) sales and
distribution of natural gas and other related product, (2) gas pipeline
construction and connection, (3) exploitation and production of crude oil and
natural gas and (4) production and sales of coal-derived clean energy and
other related products, amounted to HK$12,797 million, HK$500 million,
HK$459 million and HK$1,403 million respectively (2024: HK$14,022 million,
HK$532 million, HK$462 million and HK$2,639 million).

The Group’s overall gross profit amounted to HK$2,062 million (2024:
HK$2,184 million), representing a decrease of 5.6%; total comprehensive
income for the year attributable to the owners of the Company was HK$367
million, turning from a loss to a profit compared to the last year. As at 31
December 2025, the Group has net impairment losses on financial and
contract assets of HK$39 million; net impairment losses on property, plant
and equipment of HK$253 million. The Group counted the above as one-off
items and these will not affect the ordinary operation and cash-flow of the
Group.

Administrative expenses were HK$570 million (2024: HK$554 million),
representing an increase of 2.9% as compared to the same period last year,
the proportion of administrative expenses to revenue increased to 3.8%
(2024: 3.1%) with selling and distribution costs recorded an increase of
1.9%.

Finance costs (net of capitalization) slightly decreased from last year's
HK$465 million to HK$430 million. The Group’s weighted average cost of all
indebtedness (including bank borrowings, other borrowings and senior notes)
for the year ended 31 December 2025 was 4.7% (2024: 5.6%).
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

It is the Group's policy to use the cash flow generated from operations and
appropriate level of borrowings as the principal source of fund to expand
business. As at 31 December 2025, the Group's total indebtedness (including
bank borrowings, other borrowings and senior notes) amounted to
HK$9,295 million (2024: HK$8,542 million).

As at 31 December 2025, the Group had cash and cash equivalents and time
deposits with maturity over three months of HK$5,071 million (2024 :
HK$4,348 million). Total assets were HK$22,073 million (2024 : HK$20,696
million), in which current assets were HK$7,331 million (2024 : HK$6,515
million). Total liabilities of the Group were HK$14,315 million (2024 :
HK$13,484 million), in which current liabilities were HK$8,527 million
(2024 : HK$5,432 million). The Group's net debt-to-assets ratio, measured
on the basis of total indebtedness net of cash and term deposits, divided by
total assets was 19.1% (2024 : 20.3%). The Group’s financial and liquidity
remain stable, and well prepared for the development in 2026.

STRATEGIC COOPERATION FRAMEWORK
AGREEMENT

On 24 March 2025, the Company entered into a strategic cooperation
framework agreement (the “Cooperation Agreement”) with Yonyou
Network Technology Co., Ltd. (B & #8 & Bt & & 0 B R 2 7)) (“Yonyou
Network"), a company which founded in 1988 and headquartered in Beijing,
the issued shares of which are listed and traded on the main board of the
Shanghai Stock Exchange (stock code: 600588). Pursuant to the Cooperation
Agreement, the Group and Yonyou Network shall carry out in-depth
cooperation in the aspects of enterprise intelligent empowerment and Al
intelligent empowerment applications, etc., by leveraging on deep experience
in gas transmission and distribution as well as integrated energy services, and
leading advantages in artificial intelligence and loT technologies, to build
intelligent solutions covering the entire energy, production, operation and
consumption scenarios through technology integration and ecological
synergy, so as to realize enterprise intelligent upgrades, help enterprises
reduce costs and increase efficiency, optimize user experience, and jointly
lead the creation of industry intelligent benchmarks (the “Cooperations”).
Through the Cooperations, the parties will build group-level data standards,
standardize business processes and organizational management rules jointly,
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(continued) (#)

break down cross-sector data barriers such as gas, energy, and chemicals,
and realize the construction of an intelligent foundation; design a modular
and scalable system architecture, ensure the compatibility of the functions of
each module; build a full-business intelligent platform to achieve multi-format
financial accounting and business management standardization; and achieve
deep integration of business and finance and financial sharing.

For details of the Cooperations, please refer to the announcements of the
Company dated 24 March 2025 and 25 March 2025.

SIGNIFICANT INVESTMENTS

As at 31 December 2025, the Group did not have any significant investment
held.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINT VENTURES

The Group did not have any material acquisitions and disposals of
subsidiaries, associates and joint ventures during the year ended 31
December 2025. The proposed transactions as detailed below are yet to be
completed as of the date of this report.

On 27 October 2025, China Oil and Gas Investment Group Company
Limited* (R B A | & & &£ B A R 2 7)) (“China Oil Investment”),
Tiandalitong New Energy (Zhuhai) Co., Ltd.*, (K ZEF B4R (K &) G IR
7~ A)) (“Tiandalitong”), China City Natural Gas Investment Group Co., Ltd.
(FmARRMAKRE EE AR L) (“CCNG”, together with China Oil
Investment and Tiandalitong, collectively, the “China Oil And Gas Transaction
Parties”) and Shandong Shengli Co., Ltd. (L % 5 F| 3% 5 B BR 2 &) (“Shengli
Share”), entered into a non-legally binding agreement of intent of asset
acquisition by way of share issuance and cash payment (the “Letter of
Intent”), pursuant to which Shengli Share intends to acquire (i) 100% equity
interests of China Oil and Gas (Zhuhai Henggin) Company Limited* (7 jd %
KOERBEZE)AR A A (“China Oil Zhuhai”) held by China Oil Investment,
(i) 100% equity interests of Tiandashengtong New Energy (Zhuhai) Co., Ltd.*
(REB B R (KE)AE R A F) ("Tiandashengtong”) held by
Tiandalitong, (iii) 51% equity interests of Nantong Oil & Gas Co., Ltd.* (& &
OB R B R & T 2 A) (“Nantong Oil”) held by CCNG, and (iv) 40%
equity interests of Qinghai China Qil Ganhe Industrial Park Gas Co., Ltd.* (&
AR H T T ¥ B &M & B R 2 A (“Ganhe China Oil”, together with
China Oil Zhuhai, Tiandashengtong and Nantong Oil, collectively, the “Target
Companies”) held by CCNG (the “Proposed Transactions”).
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Management Discussion and Analysis

China Oil Investment, Tiandashengtong and China Oil Zhuhai are indirect
wholly-owned subsidiaries of the Company. CCNG is held as to 51% by the
Group. Nantong Oil is held as to 51% by CCNG and 49% by China Oil
Zhuhai, and Ganhe China Oil is held as to 40% by CCNG and 40% by China
Oil Zhuhai. Shengli Share is a joint stock company established in the People’s
Republic of China (the “PRC") which issued shares are listed and traded on
the main board of the Shenzhen Stock Exchange (stock code: 000407), and
are held as to approximately 22.16% by the Group.

On 10 November 2025, the China Oil And Gas Transaction Parties and
Shengli Share entered into an agreement of asset acquisition by way of share
issuance and cash payment (the “Agreement”). Pursuant to the Agreement,
the transaction consideration will be the sum of the transaction consideration
payable by Shengli Share to the China Oil And Gas Transaction Parties (i)
Shengli Share through the issuance of Shengli Share domestic RMB ordinary
shares (A shares) with a par value of RMB1.00 per share as part of the
transaction consideration (the “Consideration Shares”); and (ii) Shengli Share
through cash payment as part of the transaction consideration (the “Cash
Consideration”). The Agreement also further implement the terms of the
Proposed Transactions, including the pricing basis, pricing benchmark date,
issuance price of the Consideration Shares, lock-up period for the
Consideration Shares.

The Proposed Transactions shall be conditional upon the fulfilment of certain
conditions, including but not limited to, Shengli Share, the Target Companies
and the China Qil And Gas Transaction Parties have fulfilled necessary
approvals, authorizations, filings or licenses required by relevant authorities,
laws and regulations.

The Agreement aims to guide the parties in implementing the Proposed
Transactions. Based on the preliminary assessment by the Board, the
Proposed Transactions may constitute a very substantial acquisition under
Chapter 14 of the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), which is subject to the final determination of the transaction
consideration.

As at the date of this report, the audit and valuation of the relevant equity
interests in the Target Companies to be acquired by Shengli Share (the
"Target Assets”) have not been completed. The appraised value and the
transaction price of the Target Assets, as well as the ratio of Share
Consideration and Cash Consideration have not yet been determined. The
transaction consideration will be determined by the parties through
negotiation based on the asset appraisal report in respect of the Target
Assets issued by the asset appraisal institution, and the entering into of a
supplemental agreement.
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For details of the Proposed Transactions, please refer to the announcements
of the Company dated 27 October 2025 and 10 November 2025.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2025, the Group employed a total of 4,648 (2024: 4,814)
full-time employees, most of whom were stationed in the PRC. Total staff
cost for the year ended 31 December 2025 amounted to HK$560 million
(2024: HK$534 million). The Group remunerates its employees based on their
performance, working experience and the prevailing market wage level. The
total remuneration of the employees consists of basic salary, cash bonus and
share-based incentives. The Company has also adopted a share option
scheme and a share award scheme.

PLEDGE OF ASSETS

As at 31 December 2025, senior notes issued by the Company and certain
facilities were guaranteed by certain subsidiaries of the Company.

The Group has interests in 195,027,219 shares of Shengli Share, being
approximately 22.16% of the entire share capital of Shengli Share, of which
17.51% of the issued shares of Shengli Share were pledged to a bank to
secure the banking facilities granted to the Group.

The aforementioned interests in Shengli Share and certain other assets are
pledged for bank borrowings of HK$259 million.

LOAN AGREEMENTS WITH COVENANTS
RELATING TO SPECIFIC PERFORMANCE OF THE
CONTROLLING SHAREHOLDER

Under the facility agreement dated 5 December 2023 for a 36-months term
loan facility up to US$350 million (the “Syndicate Loan Facilities”), if there
occurs a change in control, the lenders may declare the participation in the
Syndicated Loan Facilities due and payable. The change in control includes,
among others:
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(@  Mr. Xu Tie-liang (“Mr. Xu"), executive Director, chairman of the Board
and chief executive officer of the Company (whether individually or
collectively with his spouse and his or his spouse’s children (whether
through a trust or otherwise)):

(i) is not, or ceases to be the single largest direct or indirect
beneficial holder (holding not less than 25%) of each class of the
Company’s equity interests carrying any entitlement to vote; or

(i) does not, or ceases to (without prejudice to paragraph (i) above)
directly or indirectly control the Group. For the purpose of this
paragraph, “control” has the meaning given to it in The Codes
on Takeovers and Mergers and Share Buy-backs;

(b)  Mr. Xu is not, or ceases to be, chairman of the Board unless replaced
by a person approved by all the lenders; or

(c)  the Company does not, or ceases to:

(i) own beneficially (and directly or indirectly) not less than 51% of
each class of equity interests of CCNG, carrying any entitlement
to vote; or

(i) control, directly or indirectly, CCNG. For the purpose of this
paragraph, “control” means the ability to direct CCNG's affairs
and/or the composition of its board of directors (or equivalent

body).

Details of the Syndicated Loan Facilities are set out in the Company’s
announcement dated 5 December 2023.

CONTINGENT LIABILITIES

The Group has no material contingent liability as at 31 December 2025.

(@)
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FINANCIAL MANAGEMENT AND TREASURY
POLICY

The financial risk management of the Group is the responsibility of the
Group's treasury function at the head office in Hong Kong. One of the major
objectives of the Group’s treasury policies is to manage its exposure to
fluctuation in interest rates and foreign currency exchange rates. It is the
Group’s policy not to engage in speculative activities.

The Group conducts its business primarily in Renminbi. The Group's certain
bank deposits are denominated in Hong Kong dollars, Renminbi and United
States dollars, and the Group’s offshore bank loans and senior notes are
denominated in Renminbi, Canadian dollars and United States dollars.

Other than those disclosed, the Group does not have any material exposures
to foreign exchange fluctuations. The Group does not have a foreign
currency hedging policy. However, the Group monitors its foreign currency
exposure closely and may, depending on the circumstances and trend of
foreign currencies, consider adopting a significant foreign currency hedging
policy in the future.

LITIGATION

As at 31 December 2025, the Group has no material litigation.

CAPITAL STRUCTURE

As at 31 December 2025, the issued share capital of the Company was
HK$56,368,038.34 divided into 5,636,803,834 shares of the Company with
a nominal value of HK$0.01 each.
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Management Discussion and Analysis

EVENTS AFTER THE REPORTING PERIOD
Repurchase of 4.7% Senior Notes due 2026

In early 2026, the Company (i) repurchased an aggregate principal amount of
US$39,000,000 of its 4.7% senior notes due 2026 (the “4.7% Senior Notes
due 2026") from the open market, and (ii) repurchased an aggregate
principal amount of US$271,795,000 of the 4.7% Senior Notes due 2026
through an offer to purchase for cash at purchase price of US$1,000 per
US$1,000 principal amount.

As at the date of this report, the outstanding principal amount of the 4.7%
Senior Notes due 2026 was US$89,205,000.

Issue of 7% Senior Notes due 2029

In early 2026, the Company also issued 7.0% senior notes due 2029 (the

“7% Senior Notes due 2029") in an aggregate principal amount of
US$300,000,000 at offering price of 99.337% of the principal amount.

For details of the repurchase and issue of the Company’s senior notes, please
refer to the announcements of the Company dated 8 January 2026, 19
January 2026, 22 January 2026, 27 January 2026, 4 February 2026 and 5
February 2026.

Save as the above, there were no material events after the reporting period.

FINAL DIVIDEND

The Board resolved not to recommend any final dividend for the year ended
31 December 2025 (2024: Nil).
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Biographical Details of Directors
EEEEG,

EXECUTIVE DIRECTORS

Mr. Xu Tie-liang, aged 62, an executive Director, the Chairman of the
Board, the Chief Executive Officer and the chairman of the Corporate
Governance Committee of the Company. He is responsible for a holistic
strategic planning of the Group, leading and supervising the work of the
Board and the Corporate Governance Committee. He is also the managing
director of Shandong Shengli Co., Ltd. (000407.SZ), China City Natural Gas
Investment Group Co., Ltd and Baccalieu Energy Inc. Canada and director
of certain subsidiaries of the Company. Mr. Xu holds a Degree of Doctor of
Business Administration from University of Minnesota, USA. He graduated
from Xi'an Shiyou University (75 % £ i1 X ), and postgraduate from the
University of International Business and Economics (¥1 4N & % & 5 K &),
postgraduate from Tsinghua University School of Economic and Management
(78 ¥ K 8 & & 2 ), with a master degree of advanced business
administration. Mr. Xu has extensive experience in energy, investments
and management. Mr. Xu is the founder member of Zhongtai International
Charity Fund Limited.

Mr. Xu is the spouse of Ms. Guan Yijun, and the father of Ms. Xu Ran.

Ms. Guan Yijun, aged 61, was appointed as an executive Director on
10 September 2010. She was appointed as the vice president of the
Company on 1 September 2006. Ms. Guan is a member of the Corporate
Governance Committee and Remuneration Committee of the Company.
She is also a director of certain subsidiaries of the Company. Ms. Guan
was a postgraduate from Peking University and obtained a Master Degree
in Business Administration and is currently a PhD candidate in Business
Administration at PHBS-SMU. She has extensive business operation
management experiences over 25 years.

Ms. Guan is the spouse of Mr. Xu Tie-liang (“Mr. Xu") and the mother of Ms.
Xu Ran.
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Biographical Details of Directors

Mr. Gao Falian, aged 61, was appointed as an executive Director on 17 May
2021. Mr. Gao is a member of the Nomination Committee and Corporate
Governance Committee of the Company. He is a senior engineer, obtained
a bachelor’s degree in law from Peking University and a master’s degree in
engineering from China University of Petroleum. Mr. Gao currently serves as
a director of certain subsidiaries of the Group, including China Oil and Gas
Investment Group Company Limited* (/A RIS EEB AR A 7)) (“China
Oil and Gas Investment”) and China City Natural Gas Investment Group
Co,ltd (FHFPHEMRIEEELEEBR QA ("CCNG"). He also served
as president of CCNG during the period from February 2010 to August
2018 and president of China Oil and Gas Investment during the period from
September 2015 to August 2018. Mr. Gao held several positions in China
Petroleum Pipeline Bureau during August 1985 to May 2010, including
general manager, commissioner of technical service etc. He has extensive
experience in oil and gas industry.

Ms. Xu Ran, aged 36, was appointed as an executive Director on 2
November 2021. She had been the manager of investment department
of the Company for over nine years. She is a member of the Corporate
Governance Committee of the Company and a director of certain subsidiaries
of the Company. Since she joined the Company, she has participated
in the acquisition of Baccalieu Energy Inc. in Canada and is responsible
for evaluating the investment opportunities in the upstream business in
North-America and treasury management. She is also responsible for the
group'’s external investment activities. Prior to joining the Company, Ms. Xu
worked in PricewaterhouseCoopers. Ms. Xu obtained a bachelor’s degree
in Accountancy in The University of San Diego of U.S.A. in 2012. She also
obtained the CESGA qualification issued by EFFAS in 2022 and awarded
Australian Certified Public Accountant (CPA) qualification in 2025.

Ms. Xu is the daughter of Mr. Xu Tie-liang and Ms. Guan Yijun.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Liu Zhihong, aged 48, was appointed as an independent non-executive
Director on 15 June 2023. She is the chairman of the Audit Committee and
Remuneration Committee, and a member of the Nomination Committee
of the Company. Ms. Liu holds an executive master’s degree of business
administration from the Peking University and is a member of the Chinese
Institute of Certified Public Accountants. Ms. Liu has been a district manager
of AIA Hong Kong since 2021. She was the financial controller of Tonking
New Energy Group Holdings Limited (a company whose shares are listed on
GEM of the Stock Exchange; stock code: 8326) during 2016 to 2020. Ms.
Liu had participated in the audit work of BDO Limited during 2008 to 2012.
She has extensive experience in the field of accounting. Ms. Liu has been
appointed as an independent non-executive director of Zhongshen Jianye
Holding Limited (a company whose shares are listed on the Main Board of
the Stock Exchange; stock code: 2503) on 19 December 2023.

Mr. Wang Guangtian, aged 62, was appointed as an independent
non-executive Director on 4 November 2009. He is the chairman of the
Nomination Committee of the Company, a member of the Audit Committee
and the Remuneration Committee of the Company. He held a master
degree in world economics from the Hebei University and has over 40
years of experience in financial and administrative management. He was
an independent non-executive director of ENN Energy Holdings Limited (a
company whose shares are listed on the Main Board of the Stock Exchange;
stock code: 2688) from December 2000 to May 2015.
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Biographical Details of Directors

Mr. Yang Jie, aged 62, was appointed as an independent non-executive
Director of the Company on 18 May 2017. He is a member of the Audit
Committee of the Company. Mr. Yang was appointed as an executive
Director of SuperX Al Technologies Ltd (a company listed on NASDAQ: SUPX)
on 4 August 2025. He held a bachelor degree at University of International
Business Economics. Mr. Yang is currently serving as director of MEC
Advisory Limited which is the sole advisor of Can-China Global Resource
Fund, and EMC Financial Limited, the general partner of Can-China Global
Resource Fund respectively. Mr. Yang has more than 25 years of experience
in mining investment and capital operation. He served as a board member
of several Canadian listed mining companies and senior adviser of several
Chinese companies for their overseas investment. Mr. Yang served as vice
chairman of Greater China Mining Group, a director and an executive vice
president of Continental Mineral Corp. and senior vice president and partner
in Hunter Dickinson Inc. He has participated in corporate financing, mergers
and acquisitions for numerous Canadian mining companies.
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Report of the Directors
EEHEE

The Board is pleased to submit their report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2025.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group
is principally engaged in investment in energy related business in various
regions in the PRC and West Central Alberta, Canada, including but not
limited to, (i) piped city gas business, pipeline design and construction, (ii)
transportation, distribution and sales of compressed natural gas (CNG) and
liquefied natural gas (LNG), (iii) development, production and sale of ail,
gas, and other upstream production and sales of coal derived clean energy
and other related products, and (iv) comprehensive energy and customer
value-added services.

RESULTS AND APPROPRIATIONS

The Group’s results for the year ended 31 December 2025 and the state of
affairs of the Group as at that date are set out in the consolidated financial
statements on pages 75 to 215.

BUSINESS REVIEW

Review of the Company’s Business

A review of the business of the Group for the year ended 31 December
2025 and a discussion on the Group's future business development, and also
the Group's performance during the year ended 31 December 2025 using
the key financial performance indicators are provided in the “Chairman’s
Statement” and “Management Discussion and Analysis” on pages 10 to 21.

Principal Risks and Uncertainties Facing the Company

The Group’s financial conditions, results of operations, and business
prospects may be affected by a number of risks and uncertainties directly
or indirectly pertaining to the Group’s businesses. The following are the key
risks and uncertainties identified by the Group. There may be other risks and
uncertainties in addition to those as shown below which are not known to
the Group or may not be material now but could turn out to be material in
the future.
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Natural Gas Price Control Risk

The Group is principally engaged in distribution of natural gas in the PRC.
The city-gate price of natural gas is determined with reference to the
wellhead price and transmission charges. In China, wellhead prices for
residential and fertilizer users are fixed, while wellhead prices for industrial
and commercial users may vary from the benchmark price set by the PRC
National Development and Reform Commission. Piped gas end-user tariffs
are determined by local pricing bureaus. There may be risks that the Group
is unable to obtain approval for passing through any increase in natural gas
price which would deteriorate the Group's profit.

Foreign Exchange Risk

The Group’s principal business is located in the PRC and Canada and its
major transactions are conducted in Renminbi. Most of its assets and
liabilities of the Group are denominated in Renminbi and Canadian dollars.

The Renminbi is not freely convertible. There is a risk that the Chinese
government may take actions affecting exchange rates which may have a
material adverse effect on the Group’s net assets, earnings and any dividends
it declares if such dividend is to be exchanged or converted into foreign
exchange. The Group has not entered into any hedging transactions to
manage the potential fluctuation in foreign currencies. The Group does not
consider that it has any significant exposure to the risk of fluctuation in the
exchange rate between HK$ and RMB.

Liquidity Risk

Liquidity risk is the potential risk that the Group will be unable to meet its
obligations when they fall due because of an inability to obtain adequate
funding or liquidate assets. In managing liquidity risk, the Group monitors
cash flows and maintains an adequate level of cash and cash equivalents to
ensure the ability to finance the Group’s operations and reduce the effects of
fluctuation in cash flows.

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. Responsibility for
managing operational risks basically rests with every function at divisional
and departmental levels.

Key functions in the Group are guided by their standard operating
procedures, limits of authority and reporting framework. The management
will identify and assess key operational exposures regularly so that
appropriate risk response can be taken.

Report of the Directors

EEHREE

(continued) (#)

RARERIZE R

SETZRERPEHEARAR - RARM
MRAMBERIE2EHAOEBREIBGRERE
EeRHE - ERAFPEKEHAFPWNAFO
EBREE  MIBERBPHNIFOERATER
TEBERERVINEZEERENEEEBR
=8 - EERRALHAFERBELYE
REE FWHEFESERERSRESAAR
EROTEXWER - EESEEENZE -

S B

SEXTZXEBURPERMNEXR  MEEX
SGEUNAREETT - REXZBREERAR
BUARERMTEE -

MRARBTTEMEE  SEAARDTH
BRAEERRTHIZEEXNAR - ZF
THAESEHEENEEFR  BMNUARE
MAERKRE (WEERKRE AL AN IKE
RHMNE) BREATNTE - FELEETT
ERHEDZHUERIINERBOEERR -
SERREMAENETRARE ZHNE
KRBREBRTK o

4

B}E S AR

g
=

nBECRRNREEANRAERBTARE
EHRBREE  HETINHRREBONT
EMtRER  ERRBDESERE 0 SEHE
RReRE  URBREZRELESFE
HAEKF - AEFRESEEZERHREZR
BRERSRENDTE -

LERBRERANLEF  ABRHIENBK
RE - HESNBEHBRZEBLRRR - B
B2ERREEERNLOAZENEZSH
REBFABA °

SEZIBNERBAGZEELERF
BRIERERELIES - EEEKEED
BHIRFGHETEZEERR - WERBUEE
[ B & 4 -

FHRREBEBER LT 2025F FI

27



28

Report of the Directors
EEHEE

(continued) (#)

Environmental Policy and Performance

Both the government and the public continue to pay utmost attention to
environmental issues, despite the fact that certain expensive and environment
friendly measures were planned and implementation will soon take place.
More stringent requirements may be put into practice to address these issues.

The environmental, social and governance report of the Company for the
year ended 31 December 2025 containing the information required under
Appendix C2 to the Listing Rules is published on the websites of the Stock
Exchange and the Company.

Compliance with the Relevant Laws and Regulations

The Company was incorporated in Bermuda and therefore the Company
is subject to The Bermuda Companies Act. In addition, the Company is
registered as a non-Hong Kong company under Part 16 of the Companies
Ordinance (Chapter 622, Laws of Hong Kong) (the “Companies Ordinance”)
and therefore is subject to the relevant provisions under the Companies
Ordinance.

The Company’s shares are listed on the Stock Exchange and therefore the
Company is subject to the governance of the Listing Rules, including the
disclosure requirements and corporate governance provisions therein. Under
the SFO, the Company is required to maintain a register of interests in shares
and short positions and a register of directors’ and chief executives’ interests
and short positions and is obliged to make timely disclosure of inside
information.

During the year under review, as far as the Board and management are
concerned, there was no breach of or non-compliance with the applicable
laws and regulations by the Group that has a significant impact on its
businesses and operations.

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets. Thus the
Group provides competitive remuneration package to attract and motivate
the employees. The Group regularly reviews the remuneration package of
employees and makes necessary adjustments to conform to the market
standard.

The Group also understands that it is important to maintain good relationship
with business partners and bank enterprises to achieve its long term goals.
Accordingly, the management have kept good communication, promptly
exchanged ideas and shared business updates with them when appropriate.
During the year under review, there was no material and significant dispute
between the Group and its business partners or bank enterprises.
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FINAL DIVIDEND

The Board resolved not to recommend any final dividend for the year ended
31 December 2025 (2024: Nil).

EVENT AFTER THE REPORTING PERIOD

Save as the sub-sections headed “Repurchase of 4.7% Senior Notes due
2026" and "lIssue of 7% Senior Notes due 2029"” disclosed in the
Management Discussion and Analysis of this annual report, there were no
material events after the reporting period.

CLOSURE OF REGISTER OF MEMBERS

In order to determine the eligibility of the shareholders of the Company to
attend and vote at the annual general meeting of the Company to be held
on Friday,15 May 2026 (the “2026 AGM"), the register of members of the
Company will be closed from Monday, 1 May 2026 to Friday,15 May 2026,
both days inclusive, during which period no transfer of shares will be
registered. In order to be eligible to attend and vote at the 2026 AGM, all
transfers of shares accompanied by the relevant share certificate(s) must be
lodged with the Company’s branch share registrar and transfer office in
Hong Kong, Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong for registration not later than 4:30 p.m. on Friday, 8 May 2026.
The record date for ascertaining shareholders’ entitlement to attend and vote
at the 2026 AGM is Friday, 15 May 2026.

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and of assets and liabilities of the Group for the
last five financial years, as extracted from the audited consolidated financial
statements, is set out on page 216. That summary does not form part of the
consolidated financial statements.

SEGMENT INFORMATION

An analysis of the Group’s revenue and results by operating segments for
the year ended 31 December 2025 is set out in note 5 to the consolidated
financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 15 to the consolidated financial
statements.

CHARITABLE DONATIONS

The Group did not make any charitable donations during the year (2024: Nil).

SHARE CAPITAL

Details of movement in the Company’s share capital during the year are set
out in note 31 to the consolidated financial statements.

SHARES ISSUED

The Company did not issue any share during the year ended 31 December
2025.

DEBENTURES ISSUED

The Company did not issue any debenture during the year ended 31
December 2025.

As disclosed in the sub-section headed “Issue of 7% Senior Notes due 2029
disclosed in the Management Discussion and Analysis of this annual report,
the Company has issued 7% Senior Notes due 2029 on 4 February 2026.

EQUITY-LINKED AGREEMENTS

Save for the share schemes as set out in this Report of the Directors and
in note 31 to the consolidated financial statements respectively, no equity-
linked agreements were entered into by the Group during the year or
subsisting at the end of the year.
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SHARE SCHEMES

The Company adopted a share option scheme (the “Old Share Option
Scheme”) at the special general meeting of the Company held on 23
November 2011. The Old Share Option Scheme was expired on 23 November
2021. Pursuant to the Old Share Option Scheme, the Board may at its
discretion offer options to any eligible participant including, but not limited to
any person being an employee, executive directors or non-executive directors
of the Group or any invested entity (including independent non-executive
directors of the Group or any invested entity) and any suppliers, consultants
or advisers who will provide or have provided services to the Group or any
invested entity. Details of the Old Share Option Scheme are set out in note
31 to the consolidated financial statements.

The Board adopted on 4 November 2011 a restricted share award scheme
as an incentive to recognise the contributions by employees and to give
incentives in order to retain them for their continuing operation and
development and to attract suitable personnel for further development of the
Group. The restricted share award scheme was expired on 4 November 2021.

Details of movements in the share options granted under the Old Share
Option Scheme are as follows:
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Notes:
The vesting period and the exercisable manner of these share options are as follow:

(i) The vesting period of 30% of the share options is from the date of grant and up
to 21 January 2018 and are exercisable on 22 January 2018;

(if) The vesting period of 30% of the share options is from the date of grant and up
to 21 January 2019 and are exercisable on 22 January 2019; and

(i) The vesting period of 40% of the share options is from the date of grant and up
to 21 January 2020 and are exercisable on 22 January 2020.

These share options were granted on 22 January 2016, the closing price
of the shares on 21 January 2016, being the date immediately before the
date of grant, was HK$0.43. During the year ended 31 December 2025, no
share options granted under the Old Share Option Scheme were cancelled,
exercised or lapsed. 85,020,000 share options were lapsed on 22 January
2026.

The number of Shares that may be issued in respect of the share options
granted under the Old Share Option Scheme divided by the weighted
average number of issued Shares for the year ended 31 December 2025 was
1.64%.

At the annual general meeting of the Company held on 15 June 2023, the
shareholders approved the adoption of the new share option scheme (the
“New Share Option Scheme”) and the new share award scheme (the “New
Share Award Scheme”) so that options and awards may be granted to
eligible participants pursuant to the terms of the New Share Option Scheme
and the New Share Award Scheme respectively. The New Share Option
Scheme and the New Share Award Scheme were adopted on 19 June 2023,
being the date of fulfilment of all conditions precedent.

The principal terms of the New Share Option Scheme and the New Share
Award Scheme are summarised as follows:

1. The purpose of the New Share Option Scheme is to enable the Group
to grant options to the eligible participants as incentives or rewards
for their contribution to the Group; the purpose of the New Share
Award Scheme is to align the interests of eligible participants with
those of the Group through ownership of shares, dividends and
other distributions paid on shares and/or the increase in value of the
shares and to encourage and enable eligible participants, upon whose
judgment, initiative and efforts the Group largely depends for the
successful conduct of its business, to make contributions to the long-
term growth and profits of the Group and share in the success of the
Group.
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The participants of the New Share Option Scheme and the New Share
Award Scheme include (i) any employee (whether full time or part
time) of the Company or any subsidiary of the Company; and (ii) any
director of the Company or any subsidiaries of the Company.

The maximum number of shares which may be issued upon exercise
of all options and awards to be granted under the New Share Option
Scheme, the New Share Option Scheme and any other schemes
of the Company, shall not exceed 10% of the issued shares of the
Company as at 15 June 2023, being the date of approval of the New
Share Option Scheme and the New Share Options Scheme, which was
563,680,383 shares (the “Scheme Mandate Limit”). Such limit might
be refreshed by the Shareholders at general meeting after three years
from the adoption date or the date of Shareholders’ approval for the
last refreshment.

The total number of options and awards available for grant under
the Scheme Mandate Limit at the adoption date and 31 December
2025 was 563,680,383 shares. As at the date of this report, the total
number of shares available for issue under the New Share Option
Scheme and the New Share Award Scheme and any other schemes of
the Company is 563,680,383 shares, representing 10% of the issued
shares of the Company.

Unless approved by the Shareholders, the total number of shares issued
and to be issued upon exercise of the options (including both exercised
and outstanding options) and awards granted to each participant in
any 12-month period must not exceed 1% of the relevant class of the
shares in issue.

Each grant of options and awards to an eligible participant who is a
Director, chief executive or substantial shareholder of the Company,
or any of their respective associates, under the New Share Option
Scheme and the New Share Award Scheme must be approved by the
independent non-executive Directors.

Unless approved by the Shareholders, the total number of shares
issued and to be issued upon exercise of the options granted to an
independent non-executive Director or a substantial shareholder of
the Company, or any of their respective associates (including both
exercised and outstanding options) in any 12-month period must not
exceed 0.1% of the relevant class of the shares in issue.

Unless approved by the Shareholders, any granted of awards to
director (including independent non-executive director), chief executive
or substantial shareholder of the Company, or any of their associates,
in any 12-month period must not exceed 0.1% of the relevant class of
the shares in issue.
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10.

11.

12.

13.

The option may be exercised at any time during a period to be
determined and notified by the Directors to each grantee and such
period shall not exceed the period of 10 years from the date of grant.

The vesting period of the options and awards granted under the New
Share Option Scheme and the New Share Award Scheme shall not be
shorter than 12 months from the date of acceptance of the offer and
the date of grant of awards respectively.

The offer of a grant of options may be accepted within the time as may
be specified in the offer (which shall not be later than 21 days from the
offer date) and the grantee shall pay HK$1.00 to the Company by the
way of consideration for the grant.

The subscription price, which a grantee may subscribe for the share
on the exercise of an option, shall be determined by the Board in its
absolute discretion but in any event shall be not less than the higher
of (i) the closing price of the shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant, which must be a business
day; and (i) the average closing price of the shares as stated in the
Stock Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant. The award shares will be
granted to the eligible participants at nil consideration.

The New Share Option Scheme and the New Share Award Scheme
shall be valid and effective for a period of 10 years from the date of
adoption, i.e. 19 June 2023.

No share options and awards were granted under the New Share Option
Scheme and the New Share Award Scheme since their adoption.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-laws of the
Company (the “Bye-Laws”) or the laws of Bermuda, being the jurisdiction in
which the Company was incorporated, which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, redeemed or sold
any of the Company’s listed securities (including the sale of treasury shares)
during the year ended 31 December 2025.
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DISTRIBUTABLE RESERVES

As at 31 December 2025, the amount standing to the credit of the
Company’s share premium account in the amount of HK$13,208,000 may
also be distributed in the form of fully paid bonus shares, and the Company’s
contributed surplus account in the amount of HK$1,447,454,000 may be
distributed under certain circumstances.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases and sales attributable to the Group’s major
suppliers and customers are as follows:
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The percentage of the turnover attributable to the Group’s five largest
customers combined were less than 30% of the total turnover of the Group.

None of the Directors or any of their associates (as defined in the Listing
Rules) or any shareholders (who, to the knowledge of the Directors, own
more than 5% of the Company’s share capital) had any beneficial interests in
the Group's five largest customers or five largest suppliers.

DIRECTORS

The Directors during the year and up to the date of this report are as follows:
Executive Directors

Mr. XU Tie-liang (Chairman and Chief Executive Officer)
Ms. GUAN Yijun

Mr. GAQ Falian

Ms. XU Ran
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Independent Non-Executive Directors
Ms. LIU Zhihong

Mr. WANG Guangtian

Mr. YANG Jie

In accordance with Bye-law 87(1) of the Bye-Laws, Ms. Guan Yijun, Ms. Xu
Ran and Ms. Liu Zhihong shall retire from office as Directors by rotation at
the 2026 AGM and being eligible, offer themselves for re-election at the
2026 AGM.

INDEPENDENCE CONFIRMATION

Each of the independent non-executive Director has provided his/her annual
confirmation of independence to the Company pursuant to Rule 3.13 of the
Listing Rules. The Company considers all of the independent non-executive
Directors are independent.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “SHARE SCHEMES" and
“DIRECTORS" AND CHIEF EXECUTIVES" INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES” in this report and in notes 31(c) and 31(d) to
the consolidated financial statements, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

DIRECTORS’ SERVICE CONTRACTS

Mr. Xu Tie-liang entered into a service contract with the Company on 27
March 2026 for the continuous appointment as an executive Director for a
term of three years commencing from 10 April 2026.

Ms. Guan Yijun entered into a service contract with the Company on 27

March 2024 for the continuous appointment as an executive Director for a
term of three years commencing from 1 April 2024.
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Mr. Gao Falian entered into a service contract with the Company on 27
March 2024 for the continuous appointment as an executive Director for a
term of three years commencing from 17 May 2024.

Ms. Xu Ran entered into a service contract with the Company on 21 March
2025 for the continuous appointment as an executive Director for a term of
three years with retrospective effect from 2 November 2024.

Ms. Liu Zhihong signed a letter of appointment issued by the Company on
27 March 2026 for the continuous appointment as an independent non-
executive Director for a term of three years commencing from 15 June 2026.

Each of Mr. Wang Guantian and Mr. Yang Jie signed a letter of appointment
issued by the Company on 27 March 2024 for the continuous appointment
as an independent non-executive Director for a term of three years with
retrospective effect from 1 January 2024.

None of the Directors who are proposed for re-election at the 2026 AGM has
a service contract with the Company which is not determinable within one
year without payment of compensation, other than statutory compensation.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a significant beneficial interest, either directly or indirectly,
in any transaction, arrangement or contract of significance to the business of
the Group to which the Group or any of its subsidiaries was a party subsisted
at 31 December 2025 or at any time during the year ended 31 December
2025.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

At 31 December 2025, the interests or short positions of the Directors
and chief executives of the Company in the shares, underlying shares and
debentures of the Company or any associated corporation (within the
meaning of Part XV of the SFO), which were notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to
have under such provision of the SFO), or which were required, pursuant
to section 352 of the SFO, to be entered in the register referred to therein,
or which were required to notify to the Company and the Stock Exchange,
pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix C3 to the Listing Rules,
are set out below:

Interests in shares, underlying shares and debentures of the Company

EERFTETHRAERERSD - 8
RO RES ZER
RZZE-ZRAF+ZA=+—H ' EFRAF

ZEBTHRABRDRSEMEEEZE (E
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Hﬂﬁ&ﬁﬁcﬁ%ﬁmﬁ%ﬁ %&Hﬂifﬂﬂﬁu%xv
EEIRESH H mMAME N B KRR AT 2R
m%ﬁﬁ(E%ﬂﬂ%m%&%i‘?wﬁUZﬁF‘%
BXMERIEREERB 2ETIAR)
HIRBEFHFRBE KO FE32E AL R Z
Az B2 MeEamsiAR  BRE L
MRS ELTRETAESHETES
ReHzEESA ([ZESFA]) MANES A
RAIRBR AR T ¢

RABzRG - HERORES 2B

Approximate
percentage of

Number of  the Company’s
Long position/ ordinary shares issued share Amount of
Name of Director Capacity short position Notes held capital debentures held
HARBE BT
EEpns 14 e/ %A e BEZERYE BREABHAEIL FEEseE
XU Tie-liang Beneficiary of atrust  Long position 1,2 1,592,634,130 28.25% US$1,600,000
AR EREXEA S} 1,600,000% 7T
Interest in controlled Long Position 2 — — US$2,000,000
corporations
REHEE #w =y 2,000,000% 7T
GUAN Yijun Interest of spouse Long position 1,2 1,592,634,130 28.25% US$1,600,000
R [E A 1,600,000 7T
Interest of spouse Long position — — — US$500,000
ALBEs A 500,000% 7T
Interest of controlled  Long position 2 — — US$1,500,000
corporation
REGER 2 e 1,500,000 J©
XU Ran Beneficial owner Long position 500,000 0.01% —
A ExEAA e
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Notes:

Mr. Xu Tie-liang (“Mr. Xu") is the beneficiary of The Great Xu Fund Trust, a trust
managed by TMF (Cayman) Ltd.. TMF (Cayman) Ltd. as trustee holds the entire
issued share capital of Great Xu Holdings Limited (“Great Xu") which acquired
the entire issued share capital of Sino Vantage Management Limited (“Sino
Vantage”) on 22 January 2021, which in turn holds 1,592,634,130 shares of
the Company (the “Shares”). Therefore, Mr. Xu is deemed to be interested in
1,592,634,130 Shares pursuant to the SFO. Ms. Guan Yijun (“Ms. Guan”) is the
spouse of Mr. Xu, therefore, Ms. Guan is also deemed to be interested in the
said 1,592,634,130 Shares pursuant to the SFO.

An amount of US$1,500,000, US$500,000 and US$1,600,000 of the
US$400,000,000 4.7% senior notes of the Company due 2026 is held through
Moral High Limited, which is owned by Mr. Xu and Ms. Guan as to 50% each,
Alpha Finance Holdings Limited, a company indirectly wholly-owned by Mr. Xu,
and Sino Vantage respectively.

Save as disclosed above, none of the Directors or chief executives of the
Company had any interests or short positions in the Shares, underlying Shares
or debentures of the Company which notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to have under
such provision of the SFO), or were recorded on the register required to be
kept under section 352 of the SFO or notified to the Company and the Stock
Exchange pursuant to the Model Code as at 31 December 2025.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2025, the register of substantial shareholders maintained by
the Company pursuant to section 336 of the SFO showed that other than the
interests disclosed above in respect of certain Directors and chief executives,
the following shareholders had notified the Company of relevant interests in
the issued share capital of the Company:

Interests in the shares and underlying shares of the Company

\ZERECRAFTA=+—H  REEFR
HEGRPIEBHRBARFEZEIZERRE
AEMBER  BREXHABEETEERTIE
TBRABZHERN WTRREEMARAE
RRRBBETRASD 2 HEER
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RABRG K AR 2 EH

Approximate

Number of percentage of the
Long position/ ordinary shares Company'’s issued
Name of shareholder Capacity short position held share capital
NGRS &y
BREEEEB &1 BR KR BEEERHE RAEBQOE D
Sino Vantage Beneficial owner Long position 1,592,634,130 28.25%
BEmEAA S5
Great Xu Interest in controlled Long position 1,592,634,130 28.25%
__corporations
REHERE S B
TMF (Cayman) Ltd. Trustee Long position 1,592,634,130 28.25%
XEEA LS
Note: Wit -

These 1,592,634,130 Shares are held by Sino Vantage, which is wholly-owned by Great
Xu, which in turn wholly-owned by TMF (Cayman) Ltd.. TMF (Cayman) Ltd. managed
Great Xu in which Mr. Xu is the beneficiary. Therefore, each of Great Xu and TMF
(Cayman) Ltd. is taken to be interested in the same number of Shares in which Sino
Vantage interested.

Save as disclosed above, no other parties were recorded in the register of
the Company required to be kept under section 336 of the SFO as having
interests or short positions in the Shares or underlying Shares as at 31
December 2025.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as the code of conduct regarding
securities transactions by the Directors. Having made specific enquiries of all
Directors, the Company confirmed that all Directors have complied with the
required standards set out in the Model Code throughout the year.
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PERMITTED INDEMNITY PROVISION

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. The permitted indemnity
provision is in force for the benefit of the Directors as required by section
470 of the Companies Ordinance when the Report of the Directors prepared
by the Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance.

RELATED PARTY TRANSACTION

During the year ended 31 December 2025, the Group had entered into
certain related party transactions but these transactions were not regarded
as connected transactions or continuing connected transactions under
the Listing Rules or were exempt from reporting, announcement and
shareholders’ approval requirements under the Listing Rules. Details of
these related party transactions are disclosed in note 34 to the consolidated
financial statements.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained a
sufficient public float as required under the Listing Rules during the year and
up to the date of this report.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the
Company is set out on pages 43 to 64 of the annual report.
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AUDIT COMMITTEE

The Company established the Audit Committee in 1998 with written terms
of reference in compliance with the Corporate Governance Code as set out
in Appendix C1 to the Listing Rules (the “CG Code”), which is currently
made available on the Stock Exchange’s website and the Company’s website.

The Audit Committee is mainly responsible for making recommendations to
the Board on the appointment, re-appointment and removal of the external
auditor; to approve the remuneration and terms of engagement of the
external auditor, to provide recommendations for any questions regarding
the resignation or dismissal of such auditor; to review the interim and annual
reports, and financial statements of the Group; to oversee the Company’s
financial reporting system including the adequacy of resources, qualifications
and experience of staff in charge of the Company’s financial reporting
function and their training arrangement and budget, and to review the risk
management and internal control system.

The Audit Committee comprises three independent non-executive Directors,
namely Ms. Liu Zhihong (as chairman), Mr. Wang Guangtian and Mr. Yang
Jie. The Audit Committee has reviewed the audited financial statements of
the Group for the year ended 31 December 2025 and is of the opinion that
such financial statements complied with the applicable accounting standards,
the Listing Rules and other applicable legal requirements and that adequate
disclosures have been made.

AUDITOR

PricewaterhouseCoopers resigned as auditor of the Company with effect
from 9 October 2024, and KPMG was appointed as auditor of the Company
to fill the vacancy with effect from 5 November 2024.

Save as disclosed above, there was no change in auditor of the Company
during the past three years.

A resolution will be submitted to the 2026 AGM to re-appoint KPMG as
auditor of the Company.

On behalf of the Board

China Oil And Gas Group Limited
Xu Tie-liang

Chairman

Hong Kong, 27 March 2026
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The Company has all along committed to fulfilling its responsibilities to its
shareholders by ensuring that the proper processes for supervision and
management of the Group’s businesses are duly operated and reviewed and
that good corporate governance practices and procedures are established
throughout the year ended 31 December 2025. The Company has adopted
the code provisions set out in the CG Code as its own code of corporate
governance.

CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2025, the Company was in compliance
with the relevant code provisions set out in the CG Code except for the
deviations as explained below.

Code provision C.2.1 of the CG Code provides that the responsibilities
between chairman and chief executive officer should be divided. Mr. Xu Tie-
liang is the Chairman and the Chief Executive Officer of the Company. The
Board believes that vesting the roles of both Chairman and Chief Executive
Officer in the same person has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic
planning for the Group. The Board believes that the balance of power and
authority for the present arrangement will not be impaired and is adequately
ensured by current Board which comprises experienced and high caliber
individuals with sufficient number thereof being independent non-executive
Directors.

Save as the aforesaid and in the opinion of the Directors, the Company has
met all relevant code provisions as set out in the CG Code during the year
ended 31 December 2025.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the code of conduct regarding directors’ securities
transactions as set out in the Model Code. Having made specific enquiry of
all Directors, the Company confirmed that all Directors have complied with
the required standard set out in the Model Code throughout the year.
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(continued) (#)

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of the Company,
and is responsible for setting up the overall strategy as well as reviewing
the operation and financial performance of the Group. The Board reserved
for its decision or consideration matters covering overall Group strategy,
major acquisitions and disposals, annual budgets, annual and interim results,
approval of major capital transactions and other significant operational
and financial matters. The management was delegated the authority and
responsibility by the Board for the daily management of the Group. In
addition, the Board has also delegated various responsibilities to the Board
committees. Further details of these committees are set out in this report.

The Board currently consists of seven Directors including four executive
Directors and three independent non-executive Directors:

Executive Directors

Mr. XU Tie-liang (Chairman and Chief Executive Officer)
Ms. GUAN Yijun

Mr. GAO Falian

Ms. XU Ran

Independent Non-Executive Directors
Ms. LIU Zhihong

Mr. WANG Guangtian

Mr. YANG Jie

Save for Ms. Guan Yijun is the spouse of Mr. Xu Tie-liang and Ms. Xu Ran is
the daughter of Mr. Xu Tie-liang and Ms. Guan Yijun, the Board members
have no financial, business, family or other material/relevant relationships
with each other. Such balanced Board composition is formed to ensure
strong independence exists across the Board. The composition of the Board
reflects the balanced skills and experience for effective leadership.

The biographical information of the Directors are set out on pages 22 to 25
under the section headed “Biographical Details of Directors”.
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The Board decides on corporate strategies, approves overall business plans
and evaluates the Group’s financial performance and management. Specific
tasks that the Board delegates to the Group’s management include the
implementation of strategies approved by the Board, the monitoring of
operating budgets, the implementation of internal controls procedures, and
the ensuring of compliance with relevant statutory requirements and other
rules and regulations.

Directors’ Training

All directors should participate in continuous professional development
to develop and refresh their knowledge and skills to ensure that their
contribution to the board remains informed and relevant.

All Directors have participated in continuous professional development and
provided a record of training they received for the year ended 31 December

2025 to the Company.

The individual training record of each Director received for the year ended 31
December 2025 is set out below:

Name of Director

EEERHRE
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Attending or participating in
seminars/inhouse briefing or
reading materials relevant
to the Group’s business/
director’s duties

HESRSHEESEEER

EEREHEZERE

EEng RBEBEREEAEE
Mr. XU Tie-liang FFERR B v
Ms. GUAN Yijun Ms®AELLT 4
Mr. GAO Falian Sk 4
Ms. XU Ran FFA B+ v/
Ms. LIU Zhihong BlET 2+ v/
Mr. WANG Guangtian FTEHLSE 4
Mr. YANG Jie BAEE v

Chairman and Chief Executive Officer

The Company does not have a separate chairman and chief executive officer,
and Mr. Xu Tie-liang currently performs these two roles. The Board believes
that by taking the roles of both Chairman and Chief Executive Officer in
the same person, it has the benefit of maintaining a consistent leadership
and enables a more effective and efficient overall strategic planning within
the Group. The Board believes that the present arrangement will not impair
its balance of power and authority, and this is ensured by current Board
members, which comprise experienced and high calibre individuals with
sufficient number of independent non-executive Directors.
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(continued) (#)

Non-executive Directors

The three independent non-executive Directors are high caliber individuals,
with academic and professional qualifications and experience in the fields
of accounting, finance and investment. With their accumulated experience
gained from various sectors, they can provide strong support towards
the Board’s effective discharge of the duties and responsibilities. Each
independent non-executive Director has provided his/her annual confirmation
of independence to the Company, and the Company considered that each
of them is independent based on the independence guidelines set out in
Rule 3.13 of the Listing Rules. The independent non-executive Directors
are appointed for specific term and subject to retirement by rotation in
accordance with the Bye-Laws.

Board Diversity Policy

The Board has adopted a Board Diversity Policy on 26 August 2013 (the
"Policy”) which sets out the approach to achieve its diversity. The Company
recognises that increasing diversity at Board level will support the attainment
of the Company’s strategic objectives and sustainable development. The
Company seeks to achieve Board diversity through the consideration of a
number of factors, including, but not limited to, gender, age, cultural and
educational background, ethnicity, professional experience, skills, knowledge
and length of service. The Company will also take into consideration its own
business model and specific needs from time to time in determining the
optimum composition of the Board.

The Board delegates certain duties to the Nomination Committee under the
Policy. The Nomination Committee will discuss and review the necessity to
set measurable objectives for the implementation of the Policy from time to
time, to ensure their appropriateness and the progress made towards these
objectives are achievable and ascertainable.

The Board reviews the implementation and effectiveness of the Policy

annually and considered that the Policy for the year ended 31 December
2025 was effective.

CHINA OIL AND GAS GROUP LIMITED Annual Report 2025

FAUTES

ZEBUNRTEETAREBRAS  HEE
it MBERRERENBMEEXRERAR
K- RENBTERBZER  TRE
METEERZBBERBERHTEAXE -
BEBUFNTEZCHEBISNAAFIR
HEEERE - MARDRELTRAE33
RS B ISR RNEZTEABBELAL »
BYFATESRHEFHANRERET - BA
RRERAABFESR -

BEERMES TR

EERR_ZE—=ZFN AT XERHKESF
BREZTICRE ([HRE]) - ZBEREAT
ERREZTINTE - RRANEZEERE
HRZEZTEHAEKRRRREBERATRE
BRRREMHE - ARAEZEZRARERX &
BERRRMER - Fik - XMEERBEEER -
Bk - BEER - Rt IREIRBFR
BREBREERKEZ T - RAIREESR
RREKEAGE  THTREBREARS X
BRARABTE -

EERRERRAREZEERTETRE -
REZBEEBUATERTIE w LR A
FERR UHRHEAENEEANEKRA
BEMNZEZAEFTNEE -

EEREFRABRNERBR KR » A
RABRRNEBEEZE-_T-_RAF+=-A=+—8H
LEETZHER -



Corporate Governance Report

BOARD LEVEL

Pursuant to the Policy, selection of candidates for Board appointments will
be based on a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate decision will
be based on merit and contribution that the selected candidates will bring
to the Board. The Nomination Committee will review the Policy annually to
ensure its continued effectiveness from time to time.

As at the date of this annual report, the Board consists of four male members
and three female members. The Nomination Committee considered that the
Board was sufficiently diverse in terms of gender and the Board had not set
any measurable objectives. The Company has also reviewed the membership,
structure and composition of the Board, and is of the opinion that the
structure of the Board is reasonable, and the experiences and skills of the
Directors in various aspects and fields can enable the Company to maintain a
high standard of operation.

The Group is also committed to achieving gender diversity across the
workforce (including senior management). The details of gender ratio in the
workforce (including senior management) are shown in the “Environmental,
Social and Governance Report” for the year ended 31 December 2025. The
recruitment policy of the Group is to only consider the personal merits and
capabilities, qualifications, working experiences and performance of the
individuals during the recruitment process, transferal, promotion, and training
regardless of gender. In the interests of enhancing efficiency, the Company
has not set any measurable objective for achieving gender diversity at
workforce level. The Company has nonetheless always adopted a meritocratic
approach and adhered to the principle of openness and fairness without
any discrimination in respect of gender, disability, marital status, pregnancy,
religion, nationality, social or economic class, rural or urban, political opinion,
pathogen-carrier or sexuality.

Board Meetings

The Board has four scheduled meetings held quarterly each year, and
additional meetings will take place as and when required. These Board
meetings are planned in advance. During the regular meeting, the Board
examines the Company’s operation and financial performance, reviews and
approves its annual and interim results.
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During the year ended 31 December 2025, the Board held 8 meetings. All
Directors were given opportunities to include any matters in the agenda
for the regular Board meetings, and were given sufficient time to review
documents and information relating to matters to be discussed in the Board
meetings.

Name of Director

BHE-_Z A4+ _A=Z+—BILtEE B
ERERITINEE  c TBEEEHAKSIE
ARNZEMANEETRTHSEZBRERN - Wk
REZSIHHEIREZTRTEZR TR
EEBBZHEMER -

Number of attendance

BEEnE HESBXRH
Mr. XU Tie-liang FTERR ST 8/8
(Chairman and Chief Executive Officer) (EERITHABR)
Ms. GUAN Yijun AREZT 8/8
Mr. GAO Falian mEELAE 8/8
Ms. XU Ran AL 8/8
Ms. LIU Zhihong BRI+ 8/8
Mr. WANG Guangtian FTEBLE 8/8
Mr. YANG lJie BAREE 8/8

Board minutes are open for inspection by the Directors. Every Board
member is entitled to have access to Board papers and related materials and
unrestricted access to the advice and services of the Company Secretary, and
has the liberty to seek external professional advice if so required.

The Board adopted on 29 March 2023 a mechanism for Directors to obtain
independent opinions and perspectives for them to discharge their duties and
responsibilities, and to ensure independent views and input are available to
the Board.

The Company shall arrange suitable and sufficient resources to cover any
matters relating to the obtaining of an independent opinion by the Board,
including but not limited to the engagement of a legal team or any other
professionals for such purpose (where appropriate).

The Board has reviewed the implementation and effectiveness of the said
mechanism during the year and considered that it has been operating
effectively and will continue to monitor its implementation and effectiveness
on an annual basis.

The Directors shall give at least three working days’ notice to the Company

Secretary to obtain an independent opinion, including but not limited to
engaging a professional team for such purpose (where appropriate).
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The Board is required to review its structure, size, composition (including
skills, knowledge and experience) and the policy at least annually to ensure
that the composition of the Board complies with the relevant requirements
of the Listing Rules including maintaining a balanced mix of executive and
non-executive directors (including independent non-executive directors) so
that the Board has a strong element of independence which can effectively
exercise independent judgment.

If all the independent non-executive Directors have served on the Board
for more than nine years, the Company should consider to appoint a new
independent non-executive director at the next annual general meeting.
General Meeting

During the year ended 31 December 2025, the Company held 1 general

meeting, being the annual general meeting of the Company held on 30 May
2025 (the “2025 AGM").

Name of Director

EEERHRE
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Number of attendance

HEEERE

EEHA
Mr. XU Tie-liang FFERR EAE
(Chairman and Chief Executive Officer) (FERITEHAEE)

Ms. GUAN Yijun MEE X+

Mr. GAO Falian SEETE

Ms. XU Ran AR L

Ms. Liu Zhihong BIE A 2+

Mr. WANG Guangtian TERLYE

Mr. YANG lie BAEE

The Board is responsible for maintaining an on-going dialogue with the
shareholders and in particular, making use of the annual general meeting
or other general meetings to communicate with them and encourage their
participation. Mr. Xu Tie-liang, being the Chairman of the Board and the
chairman of the CG Committee, attended the 2025 AGM and answered
questions and collected views of shareholders.
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NOMINATION COMMITTEE

In considering the nomination of new Directors, the Board takes into account
the qualification, ability, working experience, leadership and professional
ethics of the candidates, especially their experience in the natural gas industry
and/or other professional area.

The Company established the Nomination Committee on 15 March 2006
and currently consists of two independent non-executive Directors, namely
Mr. Wang Guangtian (as chairman) and Ms. Liu Zhihong and one executive
Director, namely Mr. Gao Falian.

The terms of reference of the Nomination Committee are currently made
available on the Stock Exchange's website and the Company’s website.

Terms of reference of the Nomination Committee are aligned with the code
provisions set out in the CG Code.

The functions of the Nomination Committee are to review and monitor the
structure, size and diversity of the Board; to provide recommendations on any
proposed changes to the Board in order to complement the Group'’s strategy;
to identify qualified individuals in becoming members of the Board; to assess
the independence of independent non-executive directors; to review the
measurable objectives that the Board has set for implementing the Policy, and
the progress on achieving the objectives; and to provide recommendations to
the Board on the appointment or re-appointment of Directors and succession
planning for Directors, in particular the Chairman and the Chief Executive
Officer.

To ensure changes to the Board composition can be managed without undue
disruption, there should be a formal, considered and transparent procedure
for selection, appointment and re-appointment of Directors, as well as plans
in place for orderly succession (if considered necessary), including periodical
review of such plans. The appointment of a new Director (to be an additional
Director or fill a casual vacancy as and when it arises) or any re-appointment
of Directors is a matter for decision by the Board upon the recommendation
of the proposed candidate by the Nomination Committee.
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The criteria to be applied in considering whether a candidate is qualified
shall be his or her ability to devote sufficient time and attention to the affairs
of the Company and contribute to the diversity of the Board as well as the
effective carrying out by the Board of the responsibilities which, in particular,
are set out as follows:

(a

participating in Board meetings to bring an independent judgment on
issues of strategy, policy, performance, accountability, resources, key
appointments and standards of conducts;

taking the lead where potential conflicts of interests arise;

serving on the Audit Committee, the Remuneration Committee and
the Nomination Committee (in the case of candidate for non-executive
Director) and other relevant Board committees, if invited;

bringing a range of business and financial experience to the Board,
giving the Board and any committees on which he or she serves the
benefit of his or her skills, expertise, and varied backgrounds and
qualifications and diversity through attendance and participation in the
Board/committee meetings;

scrutinising the Company’s performance in achieving agreed corporate
goals and objectives, and monitoring the reporting of performance;

ensuring the committees on which he or she serves to perform their
powers and functions conferred on them by the Board; and

conforming to any requirement, direction and regulation that may
from time to time be prescribed by the Board or contained in the
constitutional documents of the Company or imposed by legislation or
the Listing Rules, where appropriate.
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(continued) (#)

If the candidate is proposed to be appointed as an independent non-
executive Director, his or her independence shall be assessed in accordance
with, among other things, the factors as set out in Rule 3.13 of the Listing
Rules, subject to any amendments as may be made by the Stock Exchange
from time to time. Where applicable, the totality of the candidate’s
education, qualifications and experience shall also be evaluated to consider
whether he or she has the appropriate professional qualifications or
accounting or related financial management expertise for filling the office of
an independent non-executive Director with such qualifications or expertise
as required under Rule 3.10(2) of the Listing Rules.

During the year ended 31 December 2025, the Nomination Committee
held 1 meeting. The Nomination Committee reviewed the structure, size
and diversity of the Board, reviewed its terms of reference, assessed the
independence of independent non-executive Directors, considered and
provided recommendations to the Board on the re-election of Directors.

Name of Director
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Mr. WANG Guangtian (Chairman) TERELE(EE)
Ms. LIU Zhihong BlET+

Mr. GAO Falian mEE LA

REMUNERATION COMMITTEE

The Company established the Remuneration Committee on 13 January 2006
with written terms of reference and currently consists of two independent
non-executive Directors, namely Ms. Liu Zhihong (as chairman) and Mr.
Wang Guangtian, and one executive Director, namely Ms. Guan Yijun.

The terms of reference of the Remuneration Committee are currently made
available on the Stock Exchange’s website and the Company’s website.

Terms of reference of the Remuneration Committee are aligned with the
code provisions set out in the CG Code.
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The functions of the Remuneration Committee are to provide
recommendations to the Board on the Company’s remuneration policy,
the remuneration packages for all Directors’ and senior management, the
establishment of a formal and transparent procedure for formulating the
remuneration policy, and to review and/or approve matters relating to shares
schemes under Chapter 17 of the Listing Rules.

During the year ended 31 December 2025, the Remuneration Committee
held 2 meetings. The committee reviewed the remuneration packages of the
Directors and senior management and its terms of reference.

Name of Director
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Ms. LIU Zhihong (Chairman) BEMA L (F/E) 2/2
Mr. WANG Guangtian TERLTE 2/2
Ms. GUAN Yijun BMHExL 2/2

The Company has adopted the Old Share Option Scheme, the New Share
Option Scheme and the New Share Award Scheme. Details of these share
schemes are set out in the section headed “SHARE SCHEMES” in the Report
of the Directors.

The Remuneration Committee has adopted the approach under code
provision E.1.2(c)(ii) of the CG Code to make recommendations to the Board
on remuneration packages of the Directors and the members of senior
management. The emolument payable to Directors and senior management
will depend on their respective contractual terms under the employment
agreements, if any, and is determined by the Board with reference to the
recommendation of the Remuneration Committee, the performance of the
Group and the prevailing market conditions.

The remuneration of the Directors and senior management of the Company
for the year ended 31 December 2025, by bands is set out in note 10 to the
consolidated financial statements.
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Details of the remuneration of the Directors and senior management for the
year ended 31 December 2025 are also set out in notes 10 and 11 to the
consolidated financial statements.

AUDIT COMMITTEE

The Company established the Audit Committee in 1998. The Audit
Committee comprises three independent non-executive Directors, namely
Ms. Liu Zhihong (as chairman), Mr. Wang Guangtian and Mr. Yang Jie.

The terms of reference of the Audit Committee are currently made available
on the Stock Exchange’s website and the Company’s website.

Terms of reference of the Audit Committee are aligned with the code
provisions set out in the CG Code.

The Audit Committee is mainly responsible for making recommendations to
the Board on the appointment, re-appointment and removal of the external
auditor; to approve the remuneration and terms of engagement of the
external auditor, to provide recommendations for any questions regarding
the resignation or dismissal of such auditor; to review the interim and annual
reports, and financial statements of the Group; to oversee the Company'’s
financial reporting system including the adequacy of resources, qualifications
and experience of staff in charge of the Company’s financial reporting
function and their training arrangement and budget, and to review the risk
management and internal control system.

The Audit Committee meets the external auditor regularly to discuss any area
of concern during the audit. The Audit Committee reviews the interim and
annual reports before submission to the Board. The Audit Committee focuses
not only on the impact of the changes in accounting policies and practices,
but also on the compliance with accounting standards, the Listing Rules and
the legal requirements in the review of the Company’s interim and annual
reports.

During the year ended 31 December 2025, the Audit Committee held 2
meetings.
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During the year ended 31 December 2025, the Audit Committee reviewed
the 2024 annual results and 2025 interim results of the Group, and were in
the opinion that the preparation of such results complied with the applicable
accounting standards and the Listing Rules. The Audit Committee also
discussed the key audit issues relating to the audit of the financial statements
for the year ended 31 December 2024, and reviewed its terms of reference
during the year.

The Audit Committee reviewed the existing risk management and internal
control systems of the Group and also noted that review of the same will be
carried out annually.

The accounts for the year ended 31 December 2025 were audited by KPMG
whose term of office will expire upon the conclusion of the 2026 AGM.
The Audit Committee has reviewed the terms of engagement of KPMG,
inter alias, (i) the size and structure as well as the nature and complexity of
the business of the Group, (i) the relevant audit fees and (iii) the resources
deployed by KPMG in respect of the audit of the financial statements of the
Group in accordance with “Guidelines for the Effective Operation of Audit
Committees — Selection, Appointment and Reappointment of Auditors”
published by the Financial Reporting Council on 16 December 2021 and
recommended to the Board the re-appointment of KPMG as the auditor of
the Company at the 2026 AGM.

CORPORATE GOVERNANCE COMMITTEE

The Company established the CG Committee with written terms of reference
on 20 March 2012. The CG Committee comprises four executive Directors,
namely Mr. Xu Tie-liang (as chairman), Ms. Guan Yijun, Mr. Gao Falian and
Ms. Xu Ran, Ms. Law Yin Shan Jenny, the Chief Financial Officer of the
Company and Ms. Chan Yuen Ying Stella, the Company Secretary of the
Company.

Terms of reference of the CG Committee are aligned with the code
provisions set out in the CG Code.
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The functions of the CG Committee are to develop and review the
Company’s policies and practices on corporate governance; to comply
with the CG Code and other legal or regulatory requirements and make
recommendations to the Board; to oversee the Company’s orientation
program for new Director; to review and monitor the training and continuous
professional development of Directors and senior management; to develop,
review and monitor the code of conduct and compliance manual (if any)
applicable to employees and Directors; and to review the Company’s
disclosure in the Corporate Governance Report.

During the financial year ended 31 December 2025, the CG Committee
held 1 meeting. The CG Committee reviewed the training and continuous
professional development of Directors and senior management; and also
reviewed the Company’s compliance with the CG Code during the year
ended 31 December 2024.

Name of Director
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Ms. GUAN Yijun HEE L+

Mr. GAO Falian mEEE A

Ms. XU Ran AR T

Ms. LAW Yin Shan Jenny EEM T

Ms. CHAN Yuen Ying Stella BoR 90 % 20 &=

AUDITOR’'S REMUNERATION

During the year, the remuneration paid/payable to the Company’s auditor is
set out below:

Services rendered

1Al
I7Al
I7Al
VAl
I7Al
VAl

AN <=

REER BN/ EBARZEKMA 2SR
T

Fee paid/payable

Frig AR 3% BN ENEAR
HK$'000

FET

Audit services EIZRTE 6,485
Non-audit services IEEZ RS 514
6,999
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COMPANY SECRETARY

The Company engaged an external professional company secretarial services
provider, Uni-1 Corporate Services Limited (“Uni-1"), to provide compliance
and full range of company secretarial services to the Group in order to assist
the Group to cope with the changing regulatory environment and to suit
different commercial needs.

Ms. Chan Yuen Ying Stella (“Ms. Chan"), the representative of Uni-1, was
appointed as the named Company Secretary of the Company. Ms. Law Yin
Shan Jenny, the Chief Financial Officer of the Company, is the primary point
of contact at the Company for the Company Secretary.

According to the requirements of Rule 3.29 of the Listing Rules, Ms. Chan
had taken no less than 15 hours of relevant professional training for the year
ended 31 December 2025.

DIVIDEND POLICY

In considering the payment of dividends, there shall be a balance between
retaining adequate reserves for the Group’s future growth and rewarding the
shareholders of the Company.

The Board shall also take into account, among other things, the following
when considering the declaration and payment of dividends:

—  the Group's overall results of operation, financial condition, working
capital requirements, capital expenditure requirements, liquidity
position and future expansions plans;

—  the amount of retained earnings and distributable reserves of the
Company;

— general economic conditions, business cycle of the Group’s business
and other internal or external factors that may have an impact on the
business or financial performance and position of the Group; and

— any other factors that the Board deems relevant.

The declaration and payment of dividends by the Company is subject to any
restrictions under the laws of Bermuda, the Bye-Laws, the Listing Rules and
any other applicable laws and regulations.

The Company does not have any pre-determined dividend distribution ratio.
The Company'’s dividend distribution record in the past may not be used as a
reference or basis to determine the level of dividends that may be declared or
paid by the Company in the future.
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The Dividend Policy shall in no way constitute a legally binding commitment
by the Group in respect of its future dividend and/or in no way obligate the
Group to declare a dividend at any time or from time to time.

The Board will continually review the Dividend Policy and reserves the right in
its sole and absolute discretion to update, amend, modify and/or cancel the
Dividend Policy at any time.

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. An annual general
meeting of the Company shall be held in each year and at the place as
determined by the Board. Each general meeting, other than an annual
general meeting, shall be called a special general meeting. The Board may
call special general meetings whenever it thinks fit.

Shareholders to convene a special general meeting

Shareholders may convene a special general meeting of the Company
according to the provisions as set out in the Bye-Laws and the Companies
Act of Bermuda. The procedures that shareholders can use to convene a
special general meeting are set out in the document entitled “Procedures
for a Shareholder to Propose a Person for Election as a Director”, which is
currently available on the Company’s website.

Putting enquiries by shareholders to the Board
Shareholders of the Company may send written enquires to the Company for
the attention of the Company Secretary at the Company’s principal place of

business in Hong Kong.

Procedures for putting forward proposals by shareholders at
shareholders’ meeting

The number of members necessary for a requisition for putting forward a
proposal at a general meeting shall be:

(@ any number of members representing not less than one-twentieth of
the total voting rights at the date of the requisition; or

(b)  not less than one hundred members.
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A copy or copies of requisition signed by all requisitionists shall be deposited,
with a sum reasonably sufficient to meet the Company’s expenses in giving
notice of the proposed resolution or circulating any necessary statement, at
the Company'’s principal place of business in Hong Kong in the case of:

(i) a requisition requiring notice of a resolution, not less than six weeks
before the meeting; and

(i) any other requisition, not less than one week before the meeting.

The Company will verify the requisition and upon confirming that the
requisition is proper and in order, the Board will proceed with the necessary
procedures.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders at
the general meeting must be taken by poll except where the chairman, in
good faith, decides to allow a resolution which relates purely to a procedural
or administrative matter to be voted on by a show of hands. As such, all the
resolutions to be set out in the notice of 2026 AGM will be voted by poll.

COMMUNICATION WITH SHAREHOLDERS

The Company is committed to a policy of open and regular communication
and reasonable disclosure of information to its shareholders (the
“Shareholders”).

The Board adopted a Shareholders communication policy on 20 March 2012
(the “Shareholders Communication Policy”) which sets out the provisions
with the objective of ensuring that the Shareholders, both individual and
institutional, and, in appropriate circumstances, the investment community
at large, are provided with ready, equal and timely access to balanced and
understandable information about the Company (including its financial
performance, strategic goals and plans, material developments and
governance), in order to enable Shareholders to exercise their rights in an
informed manner, and to allow Shareholders and the investment community
to engage actively with the Company.

General Policy
The Board shall maintain an on-going dialogue with Shareholders and

the investment community, and will regularly review the Shareholders
Communication Policy to ensure its effectiveness.
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According to the Shareholders Communication Policy, there are multiple
channels for information of the Company to be disseminated to Shareholders,
which are included in the following manners:

. Delivery of annual and interim reports to all Shareholders;

o Publication of announcements on the annual and interim results, and
issue of other announcements, shareholders’ circulars, its corporate
communications and other corporate publications in accordance with
the continuing disclosure obligations under the Listing Rules on the
Stock Exchange’s website and the Company’s website; and

J The general meeting of the Company is also an effective
communication channel between the Board and shareholders.

Effective and timely dissemination of information to Shareholders and the
investment community shall be ensured at all times.

Mr. Xu Tie-liang, the Chairman of the Board and the chairman of the CG
Committee attended the 2025 AGM to answer questions of the meeting and
collect views of shareholders.

Communication Strategies
Shareholders’ Enquiries

Shareholders should direct their questions about their shareholdings to the
Company’s branch share registrar in Hong Kong. Shareholders and the
investment community may at any time make a request for the Company’s
information to the extent such information is publicly available. Shareholders
and the investment community shall be provided with designated contacts,
email addresses and enquiry lines of the Company in order to enable them to
make enquiry in respect of the Company.

Corporate Communication

Corporate communication will be provided to Shareholders in plain
language and in both English and Chinese versions to facilitate Shareholders’
understanding.

Corporate Website

A dedicated Investors Relationship section is available on the Company’s

website. Information on the Company’s website will be updated on a regular
basis.
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Information released by the Company to the Stock Exchange will also be
posted on the Company’s website according to the requirements under
the Listing Rules. Such information includes financial statements, results
announcements, circulars and notices of general meetings etc.

Shareholders’ Meetings

Shareholders are encouraged to participate in all general meetings or to
appoint proxies to attend and vote for and on their behalf if they are unable
to attend any general meetings. Appropriate arrangements for the general
meetings shall be in place to encourage Shareholders’ participation. The
process of the Company’s general meeting will be monitored and reviewed
on a regular basis, and, if necessary, changes will be made to ensure that
Shareholders’ needs are best served. Board members, in particular, the
chairman of the Board, the chairmen of Board committees or their delegates,
appropriate management executives and external auditor will attend annual
general meeting to answer Shareholders’ enquiries.

Shareholder Privacy

The Company recognises the importance of Shareholders’ privacy and will
not disclose Shareholders’ information without their consent, unless required
by law to do so.

The Board has conducted a review of the Shareholders Communication
Policy for the year ended 31 December 2025 to ensure the effectiveness of
the Shareholders Communication Policy. Such review shall be conducted
annually. The Board considered that the Shareholders Communication Policy
for the year ended 31 December 2025 was effective.

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Board acknowledges its responsibility to prepare the Company’s
consolidated financial statements for each financial year, which give a true
and fair view of the financial position of the Group, its financial performance
and cash flows for that year. In preparing the consolidated financial
statements for the year ended 31 December 2025, the Board has selected
suitable accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable, and prepared the
accounts on a going concern basis.

The Directors are responsible for taking all reasonable and necessary steps
to safeguard the assets of the Group, to prevent and detect fraud, as well as
other irregularities.
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The Directors, after appropriate enquiries were made, considered that the
Group has adequate resources to continue in operational existence for the
foreseeable future and that, for this reason, it is appropriate to adopt the
going concern basis in preparing the consolidated financial statements.

RISK MANAGEMENT AND INTERNAL CONTROL

During the year, the Group complied with Principle D.2 of the CG Code
by establishing appropriate and effective risk management and internal
control systems. Management is responsible for the design, implementation
and monitoring of such systems, while the Board oversees management
in performing its duties on an ongoing basis. Main features of the risk
management and internal control systems are described in the sections
below:

Risk Management System
The Group adopts a risk management system which manages the risk
associated with its business and operations. The system comprises the

following phases:

o Identification: Identify ownership of risks, business objectives and risks
that could affect the achievement of objectives.

J Evaluation: Analyze the likelihood and impact of risks and evaluate the
risk portfolio accordingly.

. Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitoring of the residual
risks.

Based on the risk assessments conducted in 2025, no significant risk was
identified.

Internal Control System

The Company has an internal control system in place which is compatible
with the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO") 2013 framework. The framework enables the Group
to achieve objectives regarding the effectiveness and efficiency of operations,
reliability of financial reporting and compliance with applicable laws and
regulations. The components of the framework are shown as follows:

o Control Environment: A set of standards, processes and structures that
provide the basis for carrying out the internal control across the Group.
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o Risk Assessment: A dynamic and iterative process for identifying and
analyzing risks to achieve the Group’s objectives, forming a basis for
determining how risks should be managed.

o Control Activities: Activities established by policies and procedures to
help ensure that management directives are carried out, objectives are
achieved, and risks are mitigated.

o Information and Communication: To provide the Group’s internal and
external communication, together with the information needed to
carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain whether
each component of the internal control is present and functioning.

In order to enhance the Group’s system of handling inside information, and
to ensure the truthfulness, accuracy, completeness and timeliness of its public
disclosures, the Group also adopts and implements an inside information
policy and procedures. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a breach of a
disclosure requirement in relation to the Group, which include:

o The access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in possession
of inside information are fully conversant with their obligations to
preserve confidentiality.

o Confidentiality agreements are in place when the Group enters into
significant negotiations.

o The executive Directors are designated persons who speak on behalf of
the Company when communicating with external parties such as the
media, analysts or investors.

Based on internal control reviews conducted in 2025, no significant control
deficiency was identified.
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Internal Auditors

The Group has an Internal Audit (“IA") function, which consists of
professional staff with relevant expertise (such as Certified Public
Accountants). The IA function is independent of the Group’s daily operation
and carries out appraisal of the risk management and internal control system
by conducting interviews, walkthroughs and tests of operating effectiveness.

An A plan has been approved by the Board. According to the established
plan, review of the risk management and internal control systems is
conducted annually, and afterwards the results are reported to the Board via
Audit Committee.

Effectiveness of the Risk Management and Internal Control System

The Board is responsible for the risk management and internal control system
of the Group and ensuring review of the system'’s effectiveness is conducted
annually. Several areas have been considered during the Board’s reviews,
which include but not limited to (i) the changes in the nature and extent
of significant risks since the last annual review, and the Group's ability to
respond to changes in its business and the external environment, and (i) the
scope and quality of management’s ongoing monitoring of risks and of the
internal control system.

The Board, through its reviews and the reviews made by IA function and
Audit Committee, concluded that the risk management and internal control
system were effective and adequate. Such system, however, is designed
to manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance
against material misstatement or loss. It is also considered that the resources,
staff qualifications and experience of relevant staff were adequate and the
training programs and budget provided were sufficient.

CONSTITUTIONAL DOCUMENTS

There was no change in the Company’s constitutional documents during the
year ended 31 December 2025.
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Independent Auditor’s Report

KPMG'

to the shareholders of China Oil and Gas Group Limited
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of China Oil and Gas
Group Limited (“the Company”) and its subsidiaries (“the Group”) set out
on pages 75 to 215, which comprise the consolidated statement of financial
position as at 31 December 2025, the consolidated statement of other
comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended and notes,
comprising material accounting policy information and other explanatory
information.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2025
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with HKFRS Accounting Standards as
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs"”) as issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (“the Code"), as applicable to audits of financial
statements of public interest entities. We have also fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
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KPMG'

to the shareholders of China Oil and Gas Group Limited
(incorporated in Bermuda with limited liability)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Expected credit loss assessment of loans receivable from an associate
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Refer to notes 20 and 23(c) to the consolidated financial statements and the

R A BB FEN 208230 REIAZITE - 106

accounting policies on pages 94 to 97 and page 106. ANEFBE -
How the matter was addressed BMEE P WA EEZ
The Key Audit Matter in our audit BESHZE E 3
The Group indirectly holds 17.5% effective  Our audit procedures for the ECL assessment EXERERE—HE HAXEK-RBHBER
interest in an associate, who is the beneficial ~ of loans receivable from an associate ERNRMTS%ERE REXRBHEEERT
owner of the coal mining rights granted  included the following: @ Hﬁ% ERAARE EMEARFEENT
by the local government of the People’s ZARLNME ([RE]) TE:
Republic of China (the "PRC”). The Group evaluating the appropriateness =] LEAUT BT &% )ﬁﬁ% H
has loans receivable from this associate with of management’s assessment on RO MEZELERES o FB2ZBHGE
net carrying amount of HK$1,185 million as whether the loans receivable is A RZEZRFE+Z ATEAIE AT R
at 31 December 2025. credit-impaired by inspecting the A=z+- Es B S RNA MR
financial information of the associate B zZEe A ERN BERMRBHE
With delayed repayments as a result of the and the overdue information with R F E R11.85(E & B AEERE
deteriorating financial performance of the reference to the requirements of the 75 © HEWERRT
associate, management considered the prevailing accounting standards; 3R EERER
loan receivables was credit impaired and AR E RA BB R fﬁ AREEEE
performed expected credit loss ("ECL") e evaluating the reasonableness %ftﬁﬁimLL
assessment. of management's assumptions EJEJS?%FHK% Etﬂ o FERIARLER
adopted in different scenarios of the REENE  LE#ET EREYHEBT
estimated future cash flows of the BHEEEE ([BHfE R &8
associate which are primarily based BEER]) T - AL E R B B
on the expected production volume, ERAATRAEBR
estimated selling price and mining Ml ARR S
costs, and the probability weight MEMEMNRE
of different scenarios by discussing MEEM  ZZ
and challenging management’s BRFEENRAE
assessment on relevant qualitative HEE 8
factors with reference to our B R £R 18 AR B
understanding of the business and RARER
external information available; KN w82
AMEEBOT
B RAEFHIN
HEH
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to the shareholders of China Oil and Gas Group Limited

(incorporated in Bermuda with limited liability)

Expected credit loss assessment of loans receivable from an associate

Refer to notes 20 and 23(c) to the consolidated financial statements and the
accounting policies on pages 94 to 97 and page 106.

The Key Audit Matter

How the matter was addressed
in our audit

(continued) (#)
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In performing the ECL assessment,
management assessed the loss allowance
of the loans receivable based on the
probability-weighted outcome of the
estimated future cash flows under different
scenarios.

We identified the assessment of ECL for the
loans receivable from an associate as a key
audit matter because of its significance to
the Group's financial performance, as well
as the fact that the ECL assessment involves
significant judgements, which are inherently
subjective.

performing sensitivity analysis
for each of the key assumptions
adopted in the estimated future cash
flow and considering the possibility
of management bias; and

assessing the reasonableness of
the disclosures in relation to loss
allowances for impairment of loans
receivable in the consolidated
financial statements with reference
to the requirements of the prevailing
accounting standards.
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Impairment assessment of non-current assets related to a coal processing plant

BPHRREEERAARR
(RERZALMEAF R A)

EERMIBAEBNFRDEERENE

Refer to note 15(v) to the consolidated financial statements and the accounting
policies on page 107.
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How the matter was addressed in our BB WA EEZ

The Key Audit Matter audit HREGEE B

The Group has a coal processing plant Our audit procedures for the impairment EEERLREREA AMRERINIEHE

in Jining, Shandong. As at 31 December assessment of non-current assets related —EREKNIK - R Fﬁ MERBDEENRE

2025, the non-current assets related to to the coal processing plant included the T_RAF+ZR=+— i E’J%*E BEBEN

this coal processing plant, which mainly following: A BZEXNIEE Tﬂ 2

comprises property, plant and equipment BHERHEE (FE0

and right-of-use assets, amounted to assessing the appropriateness of EWE  BERZENL o 2Z2RFeHE

approximately HK$2,123 million in total. management's identification of CGU REREEE) £5t A BT - A
and the allocation of assets and PAWEL =V ERERANRE

In light of the uncertainties of the liabilities to the CGU with reference EEBEMRREA

developments arising from the local to the requirements of prevailing ERNEHRRRERER SELEBMDER

environmental protection policies, accounting standards; BYHIEEYE  BE EEREGME

management considered impairment ERB  R-ZT_10¥F Bt

indicators surrounding the non-current involving our internal valuation TZA=+—BERM

assets of the coal processing plant existed specialists to evaluate the IRMERBDEERE o HBMOABHEE

as at 31 December 2025 and performed an appropriateness of the valuation RETR - WETHE EX2ZHTE

impairment assessment accordingly. methodology adopted with RRERE - FEINATZ
reference to the requirements of the BT EMAAG
prevailing accounting standards and ERENESMN -
assessing whether the discount rate A 5T 1 1 &K R
applied in the estimated future cash BeEREMFER
flow was within the range adopted MERERAORE
by other companies in the same R 17 % H {2 7]
industry; ERREBER

. evaluating the reasonableness of s RB2EZMYE
the revenue growth and gross BRITEN TR
profit margin with reference to our EsiBg Rk
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external information available; EREMNENE
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Impairment assessment of non-current assets related to a coal processing plant
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Refer to note 15(v) to the consolidated financial statements and the accounting

policies on page 107.

The Key Audit Matter

How the matter was addressed in our
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In performing the impairment assessment,
the coal processing plant was identified as
a separate cash-generating unit (“CGU").
Management assessed the recoverable
amount of this CGU, using the value
in use method based on the estimated
future cash flow, which required the use
of significant judgement in determining
certain key assumptions, including revenue
growth, gross profit margin and discount
rate. Management then compared the
recoverable amount of this CGU to
its carrying value to determine if any
impairment loss should be recognised.

We identified impairment assessment
of non-current assets related to the coal
processing plant as a key audit matter
because of the significance to the Group's
financial performance, as well as the fact
that the impairment assessment involves
significant judgments, which could be
subject to management bias in their
selection.

Comparing the actual result for
the current year with the forecasts
prepared in the prior year to assess
the historical accuracy of the
management's forecasting process
and the possibility of management
bias;

performing sensitivity analysis
for each of the key assumptions
adopted in the estimated future cash
flow and considering the possibility
of management bias; and

assessing the reasonableness
of the disclosures in respect
of management’s impairment
assessment in the consolidated
financial statements with reference
to the requirements of the prevailing
accounting standards.
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR'S REPORT
THEREON

The directors are responsible for the other information. The other information
comprises all the information included in the annual report, other than the
consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRS Accounting Standards as issued by the HKICPA 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.
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KPMG'

to the shareholders of China Oil and Gas Group Limited
(incorporated in Bermuda with limited liability)

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but
to do so.

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. This report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act 1981, and for no
other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
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As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We

Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to
cease to continue as a going concern.
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Independent Auditor’s Report

KPMG'

to the shareholders of China Oil and Gas Group Limited
(incorporated in Bermuda with limited liability)

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

o Plan and perform the group audit to obtain sufficient appropriate audit
evidence regarding the financial information of the entities or business
units within the Group as a basis for forming an opinion on the
consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for purposes of
the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence and, where applicable,
actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of
such communication.
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Independent Auditor’s Report
15 37 % AT ¥R 5

(continued) (#&)

KPMG'

to the shareholders of China Oil and Gas Group Limited
(incorporated in Bermuda with limited liability)

The engagement partner on the audit resulting in this independent auditor’s
report is Guo Xiaofei (practising certificate number: P07789).

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

27 March 2026
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Consolidated Statement of Comprehensive Income
FEETEWRER

For the year ended 31 December 2025

HE-_T-_AF+-_RAR=+—HIFE

2025 2024
—E-RF —ET_NF
Note HK$°000 HK$'000
Bt 5 TER FHET
Revenue B 5 15,158,592 17,655,191
Cost of sales BHERA 8 (13,096,899) (15,471,598)
Gross profit =7 2,061,693 2,183,593
Other income Ha g A 6 39,183 44,963
Other gains/(losses), net Hapas / (BEB) - FE 7 30,391 (14,212)
Selling and distribution costs HERDIHER (95,153) (93,371)
Administrative expenses THAX (570,382) (554,314)
Net impairment losses on financial and PRIREHNEENREEE
contract assets FER 3.2(b) (38,544) (210,953)
Net impairment losses on property, M - BB REERE
plant and equipment BB F R 8 (253,391) —
Operating profit il 1,173,797 1,355,706
Net impairment losses on investments WEREE R REEE
in associates FHR 20 — (91,365)
Finance income IR N 9 223,663 194,121
Finance costs B E M 9 (429,679) (464,812)
Share of profits of investments accounted for 715 {F Az EAR 2
using the equity method % & 8 A 20 64,169 26,002
Profit before taxation B A5 A1 5 ) 8 1,031,950 1,019,652
Taxation B8 12 (407,483) (318,490)
Profit for the year F R F 624,467 701,162
Other comprehensive income: Hh 2 mE s
Items that may be reclassified to profit or loss F] & %7 7 #8218 75 #9TH H
Currency translation differences PEHE% 550,364 (535,483)
Change in value of debt investments at BRATEFAEMEE Y
fair value through other comprehensive ZERIGEBEEE
income (4,672) 4,873
Item that will not be reclassified to BT EEF P EE B A EH
profit or loss
Change in value of equity investments at  ZAF(EE A M2 EIKE
fair value through other comprehensive ZRRAGEBEEE
income (2,341) (10,121)
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Consolidated Statement of Comprehensive Income

—
HGerxmlEsk
For the year ended 31 December 2025
BHE_Z_AF+_A=+—RHLLEE

(continued) (#)

2025 2024
—E-HEF —ETE-NF
Note HK$'000 HK$'000
P FET FHET
Other comprehensive income for the year, FREMmE2ERKE  HBRHE
netoftx e (540.731)
Total comprehensive income for the year FATEW SRR 1,167,818 160,431
Profit attributable to: (R & A
Owners of the Company UNCIEZ RSN 80,719 180,771
Non-controlling interests IR = 543,748 520,391
624,467 701,162
Total comprehensive income for the year FAEEEEKSE%E
attributable to:
Owners of the Company UNGIEZZ=PN 367,301 (161,034)
Non-controlling interests FEFE IR = 800,517 321,465
1,167,818 160,431
Earnings per share for profit attributable to A &#E B A X FE1G % A
owners of the Company for the year TERAEF 14
— Basic (HK cents) — EXRCEM) 1.6 3.5
— Diluted (HK cents) — g OB 1.6 3.5

The above consolidated statement of comprehensive income should be read

in conjunction with the accompanying notes.
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Consolidated Statement of Financial Position
FEMBERRE

As at 31 December 2025
RZE-AF+=ZA=+—H

31 December

31 December

2025 2024
—E-RE —E-NF
+=-BA=+-—-~H +-A=+-—8
Note HK$'000 HK$'000
Lol TER FHET
Assets BE
Non-current assets (RBEE
Investment properties REERHE 18 146,411 128,942
Property, plant and equipment mE - BEREE 15 9,942,375 9,607,396
Right-of-use assets TREERE 16 474,685 412,511
Exploration and evaluation assets BMRRTEEE 17 36,352 59,645
Intangible assets BVEE 19 1,038,789 1,017,721
Investments accounted for using the equity FRAEREARZEE
method 20 1,598,882 1,496,660
Financial assets at fair value through other BATEFAEMEZE RS
comprehensive income (“FVOCI") (MRAFEFAEMEE
Wal) 22 BmEE 21 170,558 178,182
Other non-current assets HiIEme & E 23 1,289,108 1,234,929
Deferred tax assets EERBEE 29 44,328 44,865
14,741,488 14,180,851
Current assets REEE
Inventories FE 22 224,915 293,717
Contract assets, deposits, trade and other BHNEE  Ke  BEHR
receivables H it & W 5k IR 23 2,029,657 1,868,086
Current tax recoverable & HA A] U el B IR 5,879 5,599
Time deposits with maturity over three months B AR=MAN Lo EH
75 24 2,933,828 1,782,324
Cash and cash equivalents RekBAE&EEEE 24 2,137,051 2,565,505
7,331,330 6,515,231
Total assets HEE 22,072,818 20,696,082
Liabilities =F
Current liabilities REAE
Trade and other payables B 5 R H A 5K 25 1,833,656 1,422,322
Contract liabilities AnaE 26 2,350,444 2,731,354
Short-term borrowings RHEE 27 1,512,617 1,079,502
Senior notes BERE 28 2,632,710 —
Current tax payable EHEMTIE 189,145 191,668
Lease liabilities HEBE 16 8,006 7,484
8,526,578 5,432,330
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Consolidated Statement of Financial Position
FEBERRE

As at 31 December 2025
RZFE-AF+=-RA=+—H
(continued) (#)

31 December 31 December
2025 2024
—E_RHE —ETZmME
+t=ZA=+-—H +tZA=+—H
Note HK$'000 HK$'000
Bt 5 TER FAET
Non-current liabilities *(nBEE
Senior notes BEEE 28 — 2,879,980
Long-term borrowings RHEE 27 5,150,046 4,582,785
Lease liabilities HEAE 16 55,028 25,548
Deferred tax liabilities ELEHIBEE 29 412,881 390,726
Assets retirement obligation BERBEAE 30 170,132 173,126
I 5,788,087 ! 8,052,165
Total liabilities wee®e 14,314,665 13,484,495
Equity B
Equity attributable to owners of the Company 2 Bl & A FE 15 & &
Share capital % 7 31 56,368 56,368
Reserves 1 3,968,115 3,600,814
4,024,483 3,657,182
Non-controlling interests FEPE R = 3,733,670 3,554,405
Total equity ezes® 7 7,7775787,1 ?? 7777777777 7 7,7271717,7578777 .
Total equity and liabilities EZkBERE 22,072,818 20,696,082
The above consolidated statement of financial position should be read in Fittira BN R IEEBEN I — 38 -
conjunction with the accompanying notes.
The financial statements on pages 75 to 215 were approved by the Board of FISE2ISBE 2B RERER T NF=
Directors on 27 March 2026 and were signed on its behalf. ARZ+tHEZEZRIATESE -
Xu Tie-liang Guan Yijun TR BASE
Director Director EE EZE
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Consolidated Statement of Changes in Equity
GERZREER

For the year ended 31 December 2025
HE_Z_AFt+_A=1+—RHLFE

Attributable to owners of Company

AN
Shares
heldfor  (Note31b))  Exchange  Share-based Non-
Share Share  share award Other  fluctuation  compensation Retained controlling Total
capital premium scheme TeServes Teserve Teserve profits Total Interests equity
AR vl

gEd (Wab)  ERRE RERW
RE o RREE  MRRD  ERER B FoER el 9 JEREE  RRER
HK$'000 HKS 000 HK§ 000 HK$ 000 HK$ 000 HK§ 000 HK§ 000 HK§000 HK$000 HK§ 000
TR ThR TEL TR TR ThR TER TR TR TER

Balance at 1 January 2024

Profit for the year

Other comprehensive income

Exchange differences on translating
foreign operations

Changes i value of debt investments at
fair value through other comprehensive
income

Changes in value of equity investments at
fair value through other comprehensive
Income

Total comprehensive income
for the year

Transfer of fair value loss on equity
nvestments at fair value through other
comprehensive income to retained profits
upon disposal (net of tax)

Changes in ownership of subsidiaries

Dividend paid to non-controllin interests

At 31 December 2024

N-EB-mE-R-ANER 56,368 308 BT 123482 (864039) 140 3744553 3818216 373726 756194
E@gH - - - = = = 180,771 180,771 520391 701,162
A 2EkE

REERNERMEEL

EXZE = = = - (3359 = — (%) (19896 (535483)
ROYEHALDZE

W&z ERRE

EE%Y = = = (10,121) = = = (10,121) = (10,121)
BOTEAL D2

[evdusid

EE2Y = = = 4873 = = = 4873 = 1873

FReEdsE
2 = = = (5.08)  (336,557) = 180,771 (161,034) 311,465 160,431

NHERERRATETA
L2 AlG RERED
FEFBZRELH (B
#E) - = = (503) = = 503 = = =
GEREIAT L E) - - = = = = = = 7298 7%
FARETEERER - = = = = = = — (51808 (518,08

HZBZRETZA=1-H 56,368 13,208 (377947) 129081 (1,200,5) 1241 39587 3657180 3554405 7211587

FRRREBEAER DT 2025F FIf

79



80

Consolidated Statement of Changes in Equity
FERREER

For the year ended 31 December 2025
BHE_Z_AF+_A=+—RHLLEE

(continued) (#)

Attributable to owners of Company

NRAEEARL
Shares
held for  (Note31(b) ~ Exchange  Share-based Non-
Share Share  share award Other  fluctuation compensation  Retained controlling Total
capital ~ premium scheme reserves reserve reserve profits Total interests equity
ARf HRH

2Bl (Wb EXRE AERA
Rx  RHER  FERE  B4EE Bk BERE  REEA B fERER  RRAR
HK$'000 HK§'000 HKS'000 HKS'000 HK§'000 HK§'000 HKS'000 HKS'000 HK§'000 HKS'000
TR Tn TR TR Tn Tn TR TR Tn Tin

Balance at 1 January 2025 H-BZRE-F-AMEH 56,368 13,208 (377.947) 1,229,081 (1,200,59) 11241 3925827 3657182 3554405  T.211587
Profitfor the year EmgT - - - - - - 80,719 80,719 S48 624467
Other comprehensive income Ep2EkE
Exchange differences on transating REZENSHAEEL

foreign operations EiER - - - - 293,595 - - 293,595 256,769 550,364

Changes in value of debt investments ot~ RAFERFALH2ELE

fairvalue through other comprehensive 2 ERREBEED

income - - - (4672) - - - (4672) - (4,672)
Changes in value of equity investments &t~ RAFEFFALH2ELE

fair value through other comprehensive 2 BAREEEED)

income - - - (2341) - - - (2341) - (238
Total comprehensive income ERENELE
for the year - - - (7,013) 293,595 - 80,719 367,301 800517 1,167,818

Transfer of fair value oss on equity RERBERATENA
investments at fair value through other A 2EREZRARED
comprehensive income to retained profits ~ FEFEZRB AT (1

upon disposal (net of tax) #3) - - - 9,135 - - (9,135) - - -
Changes in ownership of subsidaries WEAAEREZD - - - - - - - - 6,315 6,315
Dividend paid to non-controling nterests R8Tk iEs - - - - - - - - (6use)  (6u56])
At 31 December 2025 W-B-RETZA=1-R 56,368 13,208 (o) 131203 (907,001) 1241 3997411 4004483 3733670 7,758,153
The above consolidated statement of changes in equity should be read in kR & e B Bk E BRBERT M 5 — OFBOE -

conjunction with the accompanying notes.

CHINA OIL AND GAS GROUP LIMITED Annual Report 2025



Consolidated Statement of Cash Flows

= 35 =
REBRERER
For the year ended 31 December 2025

HE-_T-_AF+-_RAR=+—HIFE

2025 2024
—E-RHEF —E_NF
Note HK$’000 HK$'000
Bt 5 TER FHET
Cash flows from operating activities RETHHEERE
Profit for the year F R 624,467 701,162
Adjustments for: HUATSIEEL FE
Taxation 1A 12 407,483 318,490
Finance costs MIEER 9 429,679 464,812
Finance income i ON 9 (187,723) (194,121)
Share of profit of investments SMEEAEREARZ
accounted for using the equity 5 B s AR RR
method, net 20 (64,169) (26,002)
Dividend income from equity BRATEGFAREMEE
investments at FVOCI Wz R E 2 IR
BUA 6 (1,526) (1,802)
Amortisation of intangible assets | B EE 19 13,102 10,279
Depreciation and depletion of property, W BEMKEITE
plant and equipment L8 15 627,217 705,688
Depreciation of right-of-use assets FHEEENE 16 27,255 25,384
Depreciation of investment properties KEMEHENE 18 2,466 4,163
Net impairment losses on property, plant M - BERERHRE
and equipment E1EF5E 15 253,391 —
Net impairment losses on financial and TRREGHNEENRE
contract assets B8 F %8 38,544 210,953
Net impairment losses on investment AR E R RIBRE
in associates B85 20 — 91,365
Gains on disposal of subsidiaries el =N g (841) —
Gains on disposal of an associate & — M E AR
W 25 7 (13,322) =
(Gains)/losses on disposal of property, HEWME - BE &E&E
plant and equipment and right-of-use LA R (2 A #E & E A
assets (Wzm) BB 7 (16,602) 17,253
Written off of exploration and R I aF 4k & 2 4
evaluation assets 17 6,689 10,676
Provision on inventory FERE 4,140 3,907
Written off of intangible assets A E 199 —
Financial guarantee income M EREA 6 — (205)
2,150,449 2,342,002
FOHMRREBAERD T 2025F F
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Consolidated Statement of Cash Flows

nv'.R iﬁ- ﬁ ==} ﬁ

For the year ended 31 December 2025
BHE_Z_AF+_A=+—RHLLEE

(continued) (#)

2025 2024
—E-EHF —EmF
Note HK$'000 HK$'000
k=g FET FHT
Changes in working capital: LEEE
Inventories 7(?“ 75,002 287,394
Contract assets, deposits, trade and other A# e BHKk
receivables H ﬁ[&i%%’(lﬁ (39,530) 29,361
Trade and other payables E S hkHAMEMNRIE 166,187 (307,629)
Contract liabilities aEHaE (478,724) (62,762)
Cash generated from operations KEEARS 1,873,384 2,288,366
Taxation paid BT IE (410,966) (312,892)
Net cash generated from operating activities #X&EKELS 2R /F5E 1,462,418 1,975,474
Cash flows from investing activities RETHHRSR=
Interest received B B 123,766 124,329
Dividend received B WA R 15,542 13,054
Purchases of property, plant and BEME  BERRE
equipment, exploration and evaluation R KT EENR K
assets and prepaid construction costs FEF IR A (635,769) (723,372)
Purchase of land use rights MEE £ i (F (46,934) (61,622)
Proceeds from disposal of property, plant LEME  BEKEZE
and equipment FriS 5 1A 16,602 43,628
Proceeds from disposal of land use rights & T i 0 AT IS R IE — 44,723
Purchases of other intangible assets BEHMEREEE 19 (15,549) (24,792)
Purchases of financial assets at FVOC] BERATET AEM
cHREZCREE (6,975) —
Proceeds from disposal of financial assets HERAFEAEM
at FvOCl PHKRGDZERMEEN
PR {5 %A 7,586 —
Repayment from associates B R RIEN 86,400 —
Advance to an associate W*FEJ%%%‘.*”D\ EIEEN (26,524) (93,197)
Proceeds from disposal of an associate HE—HBEATME
KIA 20(f) 30,987 —
Increase in time deposits with maturity B A=EANLN
over three months TE HATF FR 48 0 (1,038,583) (692,752)
Proceeds from disposal of subsidiaries HEMB ARG HRIE 19,872 —
Financial guarantee income received 2 B EARRA 6 — 205
Site restoration expenditure THRES H (4,746) (7,792)
Net cash used in investing activities HEEHARSFE (1,474,325) (1,377,588)
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Consolidated Statement of Cash Flows

= 35 =
REBRERER
For the year ended 31 December 2025

HE-_T-_AF+-_RAR=+—HIFE

(continued) (#)

2025 2024
—E-RHEF —E_NF
Note HK$’000 HK$'000
Bt 5 FET FHET
Cash flows from financing activities BMEFRHRESRE
Interest paid 2R E (228,079) (454,758)
New borrowings raised MEEEE 2,077,427 3,903,180
Repayment of senior notes EEELEE 28 (397,696) (121,902)
Repayments of borrowings EEEE (1,302,026) (2,857,137)
Dividend paid to non-controlling interests SRR B T I AR E S (627,567) (518,084)
Principal elements of lease payments HENZKEEHD (14,660) (11,774)
Non-controlling raising capital in business EBartEERESR
combination 6,315 —
Changes in the ownership interests in B8 A R P i o B B
subsidiaries — 7,298
Net cash used in financing activities BMEEBAREFE 32 (486,286) (53,177)
Net (decrease)/increase in cash and cash RehHEEEERR
equivalents CRA) /g nFsE (498,193) 544,709
Cash and cash equivalents at 1 January R—A—BZHE2R
ReEHEHEAR 2,565,505 2,095,411
Effect of foreign exchange rate changes [EXEH) L 69,739 (74,615)
Cash and cash equivalents at 31 December R+=-A=+—HzZ
RehkReFEEAE 24 2,137,051 2,565,505
The above consolidated statement of cash flows should be read in bR e R e R E R E LB E—ORE -

conjunction with the accompanying notes.
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Notes to the Consolidated Financial Statements

v'.R

A B 3% SR R B 5E

GENERAL INFORMATION

China Oil And Gas Group Limited (the “Company”) is incorporated in
Bermuda as an exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of its registered office is at Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda. The address of its
principal place of business is at Suite 2805, 28th Floor, Sino Plaza,
255-257 Gloucester Road, Causeway Bay, Hong Kong. The Company
is an investment holding company. Its subsidiaries are principally
engaging in investment in energy related business in various regions in
the People’s Republic of China (“PRC") and West Central Alberta,
Canada, including but not limited to 1) piped city gas business, pipeline
design and construction; 2) transportation, distribution and sales of
compressed natural gas (“CNG") and liquefied natural gas (“LNG"); 3)
development, production and sale of oil and gas and other upstream
production and sales of coal-derived clean energy and other related
products; and 4) comprehensive energy and customer value-added
services. The Company and its subsidiaries are collectively referred to as
the “Group”.

These financial statements are presented in Hong Kong dollars, unless
otherwise stated.

BASIS OF PREPARATION

The consolidated financial statements of the Company have been
prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRS") and disclosure requirements of the Hong Kong Companies
Ordinance Cap. 622. The consolidated financial statements have been
prepared under the historical cost convention, as modified by the
revaluation of certain financial assets at fair value through other
comprehensive income, which are carried at fair value.

As at 31 December 2025, the Group had net current liabilities of
HK$1,195 million, mainly because the Group’s senior notes of
HK$2,633 million have become current as at 31 December 2025.
Notwithstanding the net current liabilities position, the Group's
consolidated financial statements have been prepared on a going
concern basis because the Group successfully issued in January 2026 a
new tranche of senior notes with principal amount of US$300 million
(equivalent to approximately HK$2,340 million) due in 2029 and used
the proceeds to repurchase a substantial portion of the senior notes
due in 2026 (see the Company’s announcements dated 27 January
2026 and 4 and 5 February 2026 for more details). As such, the
Directors are of the opinion that the Group would have adequate
funds to meet its obligation, as and when they fall due, and have
therefore prepared the Group’s consolidated financial statements on a
going concern basis.
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Notes to the Consolidated Financial Statements

2 BASIS OF PREPARATION (Continued)

2.1

Changes in accounting policy and disclosures

The preparation of financial statements in conformity with
HKFRS 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 judgment or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.

The Group has applied amendments to HKAS 21, The effects of
changes in foreign exchange rates — Lack of exchangeability
issued by the HKICPA to these financial statements for the
current accounting period.

The amendments do not have a material impact on these
financial statements as the Group has not entered into any
foreign currency transactions in which the foreign currency is not
exchangeable into another currency.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

AW HRRMEE

(continued) (#)

2 mREE ()

2.1

B BERRRENZE

RENABRAYMBREENZH
BHREABERKERE THER S G
it EMEREEENEREE
ZEFERRETEEAE - SR
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RS B IS AR Y R

(continued) (#)

2  BASIS OF PREPARATION (Continued)

2.2 New standard and amendments to standards not yet
adopted

The following are new standard and amendments to standards
that have been issued but are not effective for the financial year
ended 31 December 2025 and have not been early adopted.

WREE ()

2.2 [EARERAZHERIR ERFERT A

AT #r 2B R E R ERT A B 8
MERARBE_ZT_AF+=
A=+—-BULMRFEEXAY

EIRRFRW -

Effective for accounting
periods beginning on or after
REAT B 2 R &)
SETHHEER

Amendments to HKFRS 9, Financial instruments
and HKFRS 7

BEREMBRELENFEIR (BFIAR) - €@IA
REBMBREERETHR (EFTA)

Amendments to HKFRS 9, Financial instruments
and HKFRS 7

BERPBREERFR (BFIAX) 2RIA
REEFBREENETR (BFTA)

Annual improvements to HKFRS Accounting
Standards — Volume 11

BEAMBREEN G RN FEIE —

ENE
HKFRS 18
AP REERIE 185
HKFRS 19

BEAMBREENEI9R

Financial instruments: disclosures — Contracts 1 January 2026

referencing nature-dependent electricity

EHTAR RE— SPREEESRERLEEENH
=¥

Financial instruments: disclosures — Amendments
to the classification and measurement of

financial instruments
ERTH RE— B TAIERTENET

202651 H1H

1 January 2026

20265F1A1H
1 January 2026
202651 H1H

Presentation and disclosure in financial statements 1 January 2027

BB Z S R B E 20271318
Subsidiaries without public accountability: 1 January 2027
disclosures

FELNREEMRIN B LA - FE 20271818

SECENEZSEERBHARE

The Group is in the process of making an assessment of what
the impact of these developments is expected to be in the period
of initial application. So far it has concluded that the adoption of
them is unlikely to have a significant impact on the consolidated
financial statements.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

(continued) (#)

3 FINANCIAL RISK MANAGEMENT 3 UKRERERE
3.1 Financial instruments by categories 3.1 RERESHERMIA
Financial Financial
assets at liabilities at
FvVOCI amortised cost amortised cost
BRAFERA REBHRA REBHERA
Hz @k HBCEREE HEZERER
Note HK$'000 HK$'000 HK$'000
L3 TET TER TER
As at 31 December 2025 R-ZZ-R%+=A
=t+-H
Financial assets SREE
Debt investments BHEE 21 71,527 = —
Equity investments BRARE 21 99,031 — —
Deposits, trade and other receivables &% + 5 R E U
PR 23 — 2,116,156 —
Time deposits with maturity over three ZIEi B BB =18 A & 4
months, cash at banks BR - ROTRE 24 — 5,070,879 =
170,558 7,187,035 —
Financial liabilities tREE
Trade and other payables BHREMENFHEA 25 - — 1,638,759
Borrowings EE0 27 — - 6,662,663
Lease liabilities HERR 16 — = 63,034
Senior notes BERE 28 — — 2,632,710
— — 10,997,166

THRREEERAF
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Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

3 FINANCIAL RISK MANAGEMENT (Continued) 3 BBERERE (&)
3.1 Financial instruments by categories (Continued) 3.1 REFESNERMIA (F
Financial Financial
assets at liabilities at
FVOCI amortised cost amortised cost
RATERTA RE KA REHMAR
Hi2EK R TEZERMEE TEZERMAE
Note HK$'000 HK$'000 HK$'000
it TR THER THET
As at 31 December 2024 R-ZE-_ME+=A
=+-H
Financial assets SREE
Debt investments BKRE 21 76,200 — —
Equity investments RAKE 21 101,982 — -
Deposits, trade and other receivables %€ + & 5 R E  ElL
TR 23 — 2,024,866 —
Time deposits with maturity over three ZIEAB BB =18 A 6T 1
months, cash at banks BHR/TRE 24 = 4,347,829 =
178,182 6,372,695 =
Financial liabilities kA=
Trade and other payables BHREMEMNFKE 25 — — 1,304,688
Borrowings (EES 27 — — 5,662,287
Lease liabilities HEAE 16 - — 33,032
Senior notes BEZE 28 — — 2,879,980
— — 9,879,987
3.2 Financial risk factors 32 BEEEEZ
The Group'’s activities expose it to a variety of financial risks: SEEDEHEZEMEAR W
market risk (including currency risk, price risk and interest rate LRk (REEERRB - ERE
risk), credit risk and liquidity risk arising in the normal course g R MERR) FERRKEHAH
of its business and financial instruments. The management PEKAEIERIAEELEZR
manages and monitors these exposures to ensure appropriate HESRER - EEEEERER
measures are implemented on a timely and effective manner. ZERR  URBFEREEIRHE

5.0 84 48 5
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(@)  Market risk

0]

Currency risk

The Group is exposed to currency risk arising
from various currency exposures, primarily with
respect to United States dollars (“US$"”), Canadian
dollars (“CAD") and Renminbi (“RMB"). Currency
risk arises from future commercial transactions,
recognised assets and liabilities and net investments
in foreign operations. In addition, the conversion
of RMB into foreign currencies is subject to the
rules and regulations of foreign exchange control
promulgated by the PRC government. This currency
exposure is managed primarily through sourcing
supplies denominated in the same currency.

Management has set up a policy to require group
companies to manage their foreign exchange risk
against functional currency. It mainly includes
managing the exposures arising from sales and
purchases made by the relevant group companies
in currencies other than their own functional
currencies. The Group also manages its foreign
exchange risk by performing regular reviews of
the Group’s net foreign exchange exposures. The
Group has not used any forward foreign exchange
contracts to hedge its exposure.

(continued) (#)

3 BRERERE (&)

3.2 YBEBEE (&)
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v'.R

A B 3% SR R B 5E

(continued) (#)

3

FINANCIAL RISK MANAGEMENT (Continued)

3.2

Financial risk factors (Continued)

(@

Market risk (Continued)

0]

Currency risk (Continued)

Prices for oil and natural gas in Canada are
determined in global markets and generally
denominated in US$. Oil and natural gas prices
obtained by the Group are influenced by both
United States and Canadian demand and the
corresponding North American supply, and recently,
by imports of liquefied natural gas. The exchange
rate effect cannot be quantified but generally an
increase in the value of CAD as compared to US$
will reduce the prices received by the Group for its
petroleum and natural gas sales. At 31 December
2025 and 2024, there were no financial instrument
denominated in US$ in the books of subsidiaries
with functional currency denominated in CAD.

As US$ is pegged with HK$ under the Linked
Exchange Rate System, the Group has minimal
exposure to currency risk arising from US$.
Accordingly, no sensitivity analysis is performed.

As at 31 December 2025, if RMB had weakened/
strengthened by 5% against HK$, with all other
variables held constant, post-tax profit for the
year would have been HK$28,429,000 (2024:
HK$1,812,000) higher/lower, mainly as a result of
foreign exchange gains/losses on translation of RMB
denominated cash and cash equivalents.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(@) Market risk (Continued)

(i)

Price risk

The Group is exposed to price changes arising from
debt and equity investments classified as financial
assets at fair value through other comprehensive
income amounted to HK$170,558,000 (2024:
HK$178,182,000). Most of these investments are
listed either on the stock exchanges of Hong Kong
or other countries.

Equity investments are held as long-term strategic
investments and have been chosen based on their
longer term growth potential and are monitored
regularly for performance against expectations.

Debt investments are placed with counterparties
with sound credit quality. The Group closely
monitors the credit quality and financial positions
of counterparties and considers appropriate action
if the market value of those securities decline by a
pre-determinate threshold.

Commodity price risk is the risk that fair value
or future cash flows will fluctuate as a result of
changes in commodity prices. Commodity prices for
oil and natural gas in Canada are impacted by the
relationship between CAD and US$ as well as world
economic events that dictate the levels of supply
and demand.

(continued) (#)

3 BRERERE (&)

3.2 YBEBEE (&)
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(i)

Bk

SEBE S BEEEATFE
B AEM2HEKE
LEMEENEBR
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BAZERFIERHR
RS & - TR R A
RENDHEY FHHE
REXBRETEHE
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RZEEHFMETR
BEERERRREES
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(FE B IS IR R MY

(continued) (#)

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(@) Market risk (Continued)

(iii)

Interest rate risk

As the Group has no significant assets that bear
variable interest, the Group’s income and operating
cash flows are substantially independent of changes
in market interest rates.

The Group's interest rate risk arises from borrowings
and senior notes. Borrowings obtained at variable
rates expose the Group to cash flow interest rate
risk. Borrowings at fixed rates expose the Group to
fair value interest rate risk.

Details of the Group’s borrowings and senior notes
are set out in Notes 27 and 28 respectively.

The Group has not used any interest rate swaps
to hedge its exposure to interest rate risk as the
interest rate risk exposure is not significant. In
order to manage the cash flow interest rate risk,
the Group will repay the corresponding borrowings
when it has surplus funds.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(a)

(b)

Market risk (Continued)
(iii) Interest rate risk (Continued)

At 31 December 2025, it is estimated that a general
increase or decrease of 100 basis points in interest
rates on floating rate borrowings, with all other
variables held constant, would decrease/increase the
Group's post tax profit for the year by approximately
HK$53,759,000 (2024: HK$56,623,000). The above
sensitivity analysis has been determined assuming
that the change in interest rates had occurred at the
date of the statement of financial position and had
been applied to the exposure to interest rate risk
for financial instruments in existence at that date.
The 100 basis points increase or decrease represents
management’s assessment of a reasonably possible
change in interest rates over the year until the next
annual statement of financial position date. The
analysis was performed on the same basis for 2024.

Credit risk

The Group's credit risk is primarily attributable to contract
assets, deposits, trade and other receivables, debt
investments at FVOCI, time deposits with maturity over
three months and cash at banks. Carrying amount of the
above assets represent the Group’s maximum exposure to
credit risk.

Management has a credit policy in place and the exposures
to these credit risks are monitored on an ongoing basis.

(continued) (#)
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3.2 YBEBEE (&)
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(FE B IS IR R MY

(continued) (#&)

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(b)

Credit risk (Continued)

0)

(i)

Credit risk of cash at banks and time deposits
with maturity over three months

As at 31 December 2025 and 2024, all of the
Group’s bank deposits are deposited in major
financial institutions located in the PRC and Hong
Kong, which the management believes are of high
credit quality without significant credit risk. There
has been no recent history of default in relation to
these financial institutions. The expected credit loss
is insignificant.

Credit risk of loans receivable from an associate

The directors of the Company consider the
probability of default upon initial recognition
of asset and whether there has been significant
increase in credit risk on an ongoing basis. To assess
whether there is a significant increase in credit risk,
the Group compares risk of a default occurring on
the assets as at the reporting date with the risk of
default as at the date of initial recognition. Especially
the following indicators are incorporated:

—  Actual or expected significant adverse change
in business, financial economic conditions that
are expected to cause a significant change to
the associate’s ability to meet its obligations;

—  Actual or expected significant changes in the
operating results of the associate;

— Significant changes in the expected
performance and behaviour of the associate,
including changes in the payment status of
the associate.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(b)  Credit risk (Continued)

(i)

Credit risk of loans receivable from an associate
(Continued)

The management considers the credit risk on loans
receivable from an associate after considering the
financial conditions of the associate and concluded
that there was significant increase in credit risk, and
the expected credit losses was lifetime expected
credit losses. Management assessed the expected
credit losses by applying discounted cash flow
method and using several significant assumptions,
including the distribution of expected cash flows
of the receivables under different scenarios based
on the associate’s past repayment history, business
model, current situations and forecasts of future
conditions and the related probability weight under
different scenarios.

(continued) (#)

3 MBERER (&

3.2 YBEBEE (&)

(b) FEREE (&)

(i)

Y —EBEATNERZ
FERR (&)

EEEREERZERQ
AMPBRRE &
BRERUKBE AR 2E
FWEERRLEH
EwmEERRRER
m BEHEEERS
2HEMEEER -
EEEEBEMAUMR
RenE8ERERSA
TEARKRFMEES
FEEEBER B8RER
B = N A B EE KA
# - XBEN - B
B0 B R AR 5 T8 A
RNCR N R
HHWEHRERED
fo R~ RBERT &4
A EEE -

FRRREBEAER DT 2025F FIf

95



96

Notes to the Consolidated Financial Statements

RS B IS AR Y R

(continued) (#)

3 FINANCIAL RISK MANAGEMENT (Continued) 3 BRERER (&
3.2  Financial risk factors (Continued) 3.2 HB¥EREE (&)

(b)  Credit risk (Continued)

(ii) Credit risk of loans receivable from an associate
(Continued)

A summary of the assumptions underpinning the
Group's expected credit losses model for loans
receivable from an associate were as follows:

b) FEmEE (&)

(i) ER-EBEQIRNERZ
FERE (&)

SEREKR -HBER
AERNEHEES
BEAMKENRR
MEWT

Basis for recognition of loss

Category Group definition of category allowance provision
] BRMNDEESR BREERETROEE
Performing (“Stage 1") Counterparties have a low risk of 12 months expected losses. Where the

default and a strong capacity to
meet contractual cash flows

KAREF ([E—FER]) REUFEDRRBERLARE R
NETAERBRERERNR

Underperforming (“Stage 2") Receivables for which there is a
significant increase in credit risk; as
significant increase in credit risk is
presumed if relevant interest and/
or principal repayments are 30 days

past due
KRN E([BZMBER]) E R ON RN ol X &

BEOREEBANE R/ EA
% BIRREE R ARE

Non-performing (“Stage 3") Interest and/or principal repayments
are 90 days past due
FRAR ([B=RR]) BHOREENER HAE
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expected lifetime of an asset is less
than 12 months, expected losses are
measured at its expected lifetime
("12 months expected credit losses
method”)
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(b)  Credit risk (Continued)

(i)

(iii)

(continued) (#)

3 MBERER (&

3.2 YBEBEE (&)

(b) FEREE (&)

Credit risk of loans receivable from an associate (i) EW—BBEATNERZ
(Continued) EERK (F)
On that basis, loans receivables from an associate DAt &R RZF
were considered to be at stage 3 as at 31 December —EF+TZA=+—
2025 (2024: stage 3) and provisions were A ER—HEEZERQ
recognised as follows: AERHERERNE
SRR (ZEZMEF
FE=MEER) - LER
RN
2025 2024
—E-RE —E P4
HK$’000 HK$'000
FET FET
Gross carrying amount R4 1,525,760 1,453,557
Loss allowance provision BB BT IR (340,999) (325,893)
Net carrying amount BRH JFFR 1,184,761 1,127,664
Credit risk of other receivables (i) HtEKFEBEZEER
73
Other receivables were mainly other interest HihEBREFER

receivables other than from loans receivable from an
associate, receivables under finance leases, amounts
due from associates, consideration receivables
and note receivables. The credit quality of other
receivables has been assessed with reference to
historical information about the counterparties
default rates and financial position of the
counterparties.

KR —MEERAE
R BEHE R
H e UCEE & D E R
H - RKKE R ER
Z R AN H b JE W
B o Hih KK
FEEREZ2ERS
BHENXRRR S Y
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TR -

FRRREBEAER DT 2025F FIf

97



98

Notes to the Consolidated Financial Statements

v'.R

A B 3% SR R B 5E

(continued) (#&)

3

FINANCIAL RISK MANAGEMENT (Continued)

3.2

Financial risk factors (Continued)

(b)

Credit risk (Continued)

(iv) Credit risk of contract assets and trade

receivables

For sales and distribution of natural gas and
other related products, the provision of pipeline
construction and connection services, and the sales
of coal derived clean and other related products in
the PRC, the Group generally requests advances
from these customers. For exploitation and
production of crude oil and natural gas in Canada,
receivables from oil and natural gas marketers
are normally collected on the 25th day of the
month following production. In circumstances of
credit sales, to manage the credit risk in respect of
contract assets and trade receivables, the Group has
policies in place to ensure that sales are made to
customers with appropriate credit history and the
Group performs credit evaluations of its customers,
and generally does not require collateral from the
customers on the outstanding balances.

Except for those assessed individually, the Group
applies the simplified approach to provide for
expected credit losses prescribed by HKFRS 9, which
permits the use of the lifetime expected credit loss
provision for all contract assets and trade receivables
calculated using a provision matrix.

CHINA OIL AND GAS GROUP LIMITED Annual Report 2025

3

B EREE (&)

3.2

MBEREE (&
b) FERE (&)
(ivy EHNEERESERRX
HZEERR

HRAARARKE MR H
ERNHEERDHE
FREEHEEES
RERBRY @ WUWERE
EERERREEMAE
MERHEE  £EA
BEEARZERP KE
BR o AR MEKRHA
KEEERBERA
R ABHERAZE
EEMERRERT
REER-—TBANSE
25K W B o 7EBR3H A9
ERT BEBRAY
EERE S ERZRE
MNEERR  £EEB
SEBRE S ARBHE
ENRABHEEEHR
Eﬁ%@ﬁﬁﬁ&%
BEHEFETER
ﬁ'—&ﬁmzﬁﬁ
KRBEERIBEIER o

B @R R EN &
BEEREEMBRE
% R 5958 P AT BA A9
EREZRBEREES
BELEE ZARTE
SRR A BR R OR
FEMBRNEER
B REKENZH
EHEEEREE -



Notes to the Consolidated Financial Statements

3 FINANCIAL RISK MANAGEMENT (Continued) 3

3.2 Financial risk factors (Continued)

(b)  Credit risk (Continued)

(iv)

3.2

Credit risk of contract assets and trade

receivables (Continued)

Start from 2024, the Group segments its
trade receivables and contract assets based on
geographical regions, due to different loss patterns
experienced in different regions. The following table
provides information about the Group’s expensive
to credit risk and ECLs for trade receivables and

contract assets.

AW HRRMEE

(continued) (#)

BB EREE (&)
HEBREE ()
EEER (£)

(ivy EREERESERR

B2 EERR (&)

E-ZT_NER - /A
KR EEFENE
BEATR SER
B EHE S HE
SERFEBEREHE
Ee TREHRBEBEE
EEZEKKERE
WEEEBEHNEER
S RTBHEEEBEN
ER o

2025 2024
—EB-EHEF —EZNE
The PRC A
Gross carrying amount (HK$'000) BRm@zE (FET) 903,667 976,287
Expected loss rate TEHBEX 6.83% 2.79%
Loss allowance provision (HK$'000)  Esig B #Eat12 (T8 7T) 64,906 27,279
Canada mnEX
Gross carrying amount (HK$'000) R4 (TET) 46,464 59,782
Expected loss rate TEHAE 18 = 0% 0%
Loss allowance provision (HK$'000) BB &R (T T) — —
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(FE B IS IR R MY

(continued) (#)

3

FINANCIAL RISK MANAGEMENT (Continued)

3.2

Financial risk factors (Continued)

(b)

Credit risk (Continued)

(v)

Credit risk of debt investments

Debt investments held by the Group are normally
only in liquid securities quoted on a recognised stock
exchange, except where entered into for long-term
strategic purposes. Management considers “low
credit risk” for listed bonds to be an investment
grade credit rating with at least one major rating
agency. Other instruments are considered to be
low credit risk when they have a low risk of default
and the issuer has a strong capacity to meet its
contractual cash flow obligations in the near term.
The Group has assessed that the expected credit
losses for these financial assets are not material
under the 12 months expected credit loss method.
Thus no loss allowance provision was recognised as
at the balance sheet date.

10(Q CHINAOILAND GAS GROUPLIMITED Annual Report 2025

3

B EREE (&)

3.2

B EBEE (&
(b) EEREE (&)
(v) EBEBEREZEERR
SERANEBIA

—REASNERAE
5 R %Fﬁﬂfﬁi‘?ﬁaﬁ@
3B HARE
%%Hﬁmﬁﬁﬁ%
B EBERR

tHEsFN EEER
Rl EEELE—RE
Eﬂ%&*ﬂ%%ﬁ%ﬁﬁ&
EREETR -
fir TR B E KR &R
K BEESTEARRA
B Be W fER B A BT
HANBHEanE&E
B BIAEMIAEZE
ERABERRBRE -

SEEREI2E A E
HEEEBEA AL
ZELTHMEE AN
EEBEEEBETERXK -

EHi - REE BRI E
HREBERERBER -

EEI/\



Notes to the Consolidated Financial Statements
A B TS R R MY EE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Financial risk factors (Continued)

(©)

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including the
short-term investment of cash surpluses and the raising of
loans to cover expected cash demands, subject to approval
by the Company’s Board when the borrowings exceed
certain pre-determined levels of authority. The Group's
policy is to regularly monitor current and expected liquidity
requirements to ensure that it maintains sufficient reserves
of cash and readily realisable marketable securities and
adequate committed lines of funding from major financial
institutions to meet its liquidity requirements in the short
and longer term.

As at 31 December 2025, the Group had net current
liabilities of HK$1,195,248,000. As disclosed in Note
2, the Group has refinanced the senior notes in 2026.
Nevertheless, the Group will continue to undertake various
measures in order to further improve its liquidity position
in the short and longer term.

The following tables detail the remaining contractual
maturities at date of the statement of financial position
of the Group's financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the statement of financial
position date) and the earliest date the Group can be
required to pay:

(continued) (#)

3 BRERERE (&)

3.2 YBEBEE (&)

(©)
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Notes to the Consolidated Financial Statements

RS B IS AR Y R

(continued) (#)

3 FINANCIAL RISK MANAGEMENT (Continued)

3 HRERERE (&)

3.2 Financial risk factors (Continued) 3.2 HHERREE (&
(c)  Liquidity risk (Continued) © ImEEZERE (&)
Total Total Less than
carrying contractual 1 year or Between Between Over
Group &8 amount  un-discounted on demand 1to 2 years 2o 5 years 5 years
CLESE] 15/

REAE @it RERXM 1228 1555 SENE
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
Thn Thn ThL Thn Tin T

As at 31 December 2025 AZEZRE

tZA=+-A

Trade and other payables ~ E5REMERTE 1,833,656 1,833,656 1,833,656 - - -
Borrowings (note) FEAGRY) 6,662,663 6,945,500 1,580,212 3,850,050 1,515,238 -
Senior notes (note) BrEE (W) 2,632,710 2,704,961 2,704,961 - - -
Lease liabilties HERR 63,034 67,527 9,31 9,166 19,966 29,054
11,192,063 11,551,644 6,128,170 3,859,216 1,535,204 29,054

As at 31 December 2024 k-3

tZA=1-H
Trade and other payables  EZREBERFE 142230 1,422,322 1422322 = = =
Borrowings (note) i (Hfa) 5,662,287 6,249,058 1,362,658 743,298 4,143,102 =
Senior notes (note) BEEE (W) 2,879,980 3,074,167 134,970 2,939,197 = =
Lease liabilties HERR 33,032 41,984 13,184 5,016 10,268 13,516
9,997,621 10,787,531 2,933,134 3,687,511 4,153,370 13,516
Note: The Group complied with senior notes and bank MaZ: RZFTE-_AF+=A

borrowings covenant as at 31 December 2025 and did not
trigger the callable terms.
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Notes to the Consolidated Financial Statements

3 FINANCIAL RISK MANAGEMENT (Continued)

3.3

Capital risk management

The Group'’s primary objectives when managing capital are to
safeguard the Group's ability to continue as a going concern,
so that it can continue 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 actively and regularly reviews and manages its capital
structure to ensure optimal capital structure and shareholder
returns, taking into consideration the future capital requirements
of the Group and capital efficiency, prevailing and projected
profitability, projected operating cash flows, projected capital
expenditure and projected strategic investment opportunities. In
order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, repurchase
the Company'’s shares, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of available cash and
cash equivalents and current ratio as shown in and derived from
the consolidated statement of financial position. The table below
analyses the Group's capital structure:

AW HRRMEE

(continued) (#)

3 BRERERE (&)

3.3

EXEBERE

EECERERTEZEBRRRE
SERBEERELE 28N 0 N
SR IRR R E R
mESEERNE  YRFRE
BARARBIABDERKA -

SEEBRERARS REEEAR
B UIKEREBEZARESR
KEEAYzE - BRI RFERAN
EORBHZERERE - BAY
EARXRERRBREKEM
BREBELEARBRERRERE -
REFRABEARE  FEX
CREINTRRERZRES®E
BEQRERD @ MEREHRER -
BOTHTRIHEEENRDER -

SERESZAEVBRIARMARR
AEmMGZARRERREEE
HERRBLLEREZEER o TK
REBEREBZOMN

31 December 31 December

2025 2024

—E_RE —ZTopE

F=/ +=A

=t—H =t—H

Cash and cash equivalents (HK$'000) Be&ERBRESEEER (T80 2,137,051 2,565,505
Current ratio (Current assets divided by  WmEH R CRBEEKR A

current liabilities) mENEE) 0.86 1.20

The Group also monitors capital on the basis of debt-to-asset
ratio. The ratio is calculated as total debt divided by total assets.
Total debt is calculated as total borrowings and senior notes. The
Group's gearing ratio was 42% (2024: 41%) as at 31 December
2025.
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Notes to the Consolidated Financial Statements

RS B IS AR Y R

(continued) (#)

3 FINANCIAL RISK MANAGEMENT (Continued)

3.4 Fair value estimation
) Financial instruments carried at fair value

The following table presents the carrying value of the
financial instruments measured at fair value at the
statement of financial position date across the three
levels of the fair value hierarchy defined in HKFRS 13, Fair
value measurement, with the fair value of each financial
instruments categorised in its entirety based on the
lowest level of input that is significant to that fair value
measurement.

The levels are defined as follows:

o Level 1 (highest level): fair values measured using
quoted prices (unadjusted) in active markets for
identical financial instruments.

o Level 2: fair values measured using quoted prices
in active market for similar financial instruments, or
using valuation techniques in which all significant
inputs are directly or indirectly based on observable
data.

3 Level 3 (lowest level): fair values measured using
valuation techniques in which any significant input
is not based on observable market data.
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Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)

3.4 Fair value estimation (Continued)

0 Financial instruments carried at fair value (Continued)

FA MK ERRMGE
(continued) (#)
EREERE (&
3.4 AFEMGE (8F)

() KR FEIEZEHBTA (&)

Level 1 Level 2 Level 3 Total
F-BR FZBR EZBR k)
HK$'000 HK$'000 HK$'000 HK$'000
FET THET FET FET
As at 31 December 2025 RZZ_RF
+-A=+—H
Financial assets at FVOCI: BATEFAEME
MUEZEBMEE:
— Listed equity investments — FRARE 99,031 — — 99,031
— Listed debt investments — FEBEE 71,077 — — 71,077
— Unlisted debt investments — FEMEBKEE - 450 — 450
170,108 450 — 170,558
As at 31 December 2024 i ks
+=-A=+—8
Financial assets at FVOCI: BATEEFAEMZ
MUEZEMEE
— Listed equity investments — FRARE 101,982 — — 101,982
— Listed debt investments — ETEREE 75,750 = = 75,750
— Unlisted debt investments — FEMEBKEE — 450 = 450
177,732 450 — 178,182

During the year, there were no transfers between
instruments in level 1, level 2 and level 3.

(i) Fair values of financial instruments carried at other than
fair value

Except for disclosed elsewhere, the carrying amounts of
the Group’s financial instruments, including non-current
assets carried at cost or amortised cost are not materially
different from their fair values as at 31 December 2025
and 2024.

REAFEE  F-—BR %
“BREE=ZBRzZEAZI

() WFEAFEIE2SBIAZ
AFHE

BREMAS>FBEEEN &
EmemT A (BFNUKAE
LEEN AR ZIEREE
E)ZERAE BER-ZF
“THER-_ZTE-_NMNFE+ A
“t+t—HZAFEIEEK
Zhl o
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v'.R

A B 3% SR R B 5E

(continued) (#)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

The Group’s management makes assumptions, estimates and
judgments in the process of applying the Group’s accounting
policies that affect the assets, liabilities, income and expenses in the
consolidated financial statements prepared in accordance with HKFRS.
The assumptions, estimates and judgments are based on historical
experience and other factors that are believed to be reasonable under
the circumstances. While the management reviews their judgments,
estimates and assumptions continuously, the actual results will seldom
equal to the estimates.

Estimates and judgments 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 judgments that are involved in
preparing the Group's consolidated financial statements.

(a) Estimate of impairment of loans receivable from an
associate

The loss allowances for loans receivable from an associate are
based on assumptions about distribution of expected cash
flows of the receivables under different scenarios. The Group
uses judgment in making these assumptions, including the
distribution of expected cash flows of the receivables under
different scenarios based on the associate’s past repayment
history, business model, current situations and forecasts of future
conditions and the related probability weight under different
scenarios.

Favourable changes to some assumptions may decrease the
provision whereas unfavourable changes may increase the
provisions.
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Notes to the Consolidated Financial Statements

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(b)

Estimation of impairment of non-financial assets

The Group tests at least annually whether goodwill has suffered
any impairment. Property, plant and equipment which includes
oil and gas properties, and other non-financial assets such
as investment in associates are also reviewed for possible
impairments whenever 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
involves management estimates and judgments such as future
prices of natural gas and crude oil. 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.

The Group relied on experts to assess the geological prospects
for the discovery of oil in the oilfield and estimated the value
of oil to be produced in the future at a suitable discount rate
in order to calculate the present value. For drilling costs and
other exploration and evaluation assets, the Group determined
whether the related well costs are expensed if it is determined
that such economic viability is not attained after performing
further feasibility studies. Judgment is required by the Board to
determine key assumptions adopted in the cash flow projections
and changes to key assumptions can significantly affect these
cash flow projections and therefore the results of the impairment
reviews.

AW HRRMEE
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Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(0

(d)

Estimate of petroleum reserve under the segment of
“exploitation and production of crude oil and natural gas”

Estimates of petroleum reserves are key elements in the Group's
investment decision-making process. Changes in total proved
plus probable petroleum reserves will affect unit-of-production
depreciation and depletion recorded in the Group’s consolidated
financial statements for property, plant and equipment related
to oil and gas production activities. A reduction in proved plus
probable reserves will increase depreciation and depletion
charges. Petroleum reserve estimates are subject to revision,
either upward or downward, based on new information, such
as from development drilling and production activities or from
changes in economic factors, including product prices, contract
terms or development plans.

Legal contingencies

The Group is a defendant in certain lawsuits as well as the
named party in other proceeding. While the outcomes of
such contingencies, lawsuits or other proceeding cannot be
determined at present, management believes that any resulting
liabilities will not have a material adverse effect on the financial
position or financial performance of the Group.
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(continued) (#)

REVENUE AND SEGMENT INFORMATION 5 ZEEERIHER
The Group's principal activities are the sales and distribution of natural & EREFHERBERAR - R
gas, crude oil and other related products, provision of construction and pi: N Ei\ tmEBEER  RPBEREERRAR
connection services of gas pipelines and production and sales at coal %ﬁ@i&&%@ﬁﬁﬁ&i%ﬂ HERE
derived clean energy and other related products in the PRC, and the ERERREMBEAESD - WREM
exploitation and production of crude oil and natural gas in Canada. z K 55] BEREERBERAR - FR1
Revenue for the year comprises the following: EEBREATEIE -
2025 2024
—B-EHF —ZE U
HK$’000 HK$'000
TR FHET
Sales and distribution of natural gas and other — $5%& M#EiX KRR KL
related products ﬁﬁma 2= o 12,796,680 14,021,865
Gas pipeline connection and construction AREBEBRLBERS
services income L|5U\ 500,298 532,338
Exploitation and production of crude oil and FEE & A B OB R AR
natural gas 458,538 462,240
Production and sales of coal-derived clean FERBEREBRERR
energy and other related products H B E S 1,403,076 2,638,748
15,158,592 17,655,191
The Group identifies operating segments and prepares segment SERBETHRATESERHEIRS
information based on the regular internal financial information g Ko 7= 3R A4 2 R BR B 75 B R A R B S
reported to the executive Directors for the purposes of resource ERRRmESHEN  TEZHAE
allocation and assessment of performance focuses more specifically on EA%’%%% R MREERSERER -
sales of natural gas, gas pipeline construction and connection; FERHEEEFTREREAMEAE
production and sales of coal derived clean energy and other related mARFAREEERBIRRASR °

products and exploitation and production of crude oil and natural gas.
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v'.R

A B 3% SR R B 5E

(continued) (#&)

REVENUE AND SEGMENT INFORMATION
(Continued)

The Group has presented the following four reportable segments for
the year ended 31 December 2025:

—  sales and distribution of natural gas and other related products

— gas pipeline connection and construction
—  exploitation and production of crude oil and natural gas

—  production and sales of coal-derived clean energy and other
related products

No operating segments have been aggregated to form the above
reportable segments.

The executive directors assess the performance of the business
segments based on profit before taxation without allocation of other
gains/(losses), net, finance income, finance costs, share of profits of
investments accounted for using the equity method, net, impairment
on property, plant and equipment, written off of exploration and
evaluation assets, net impairment losses on financial and contract
assets, net impairment losses on investments in associates and other
unallocated corporate expenses, which is consistent with these in the
consolidated financial statements. Meanwhile, the Group does not
allocate assets and liabilities to its segments and report the sales from
external customers by geographical market, as the executive directors
do not use this information to allocate resources to or evaluate the
performance of operating segment. Therefore, the Group does not
report a measure of segment assets and liabilities for each reportable
segment and a measure of sales by geographical market.

Information regarding the Group's reportable segments as provided to
the executive Directors for the purpose of resources allocation and
assessment of segment performance for the years ended 31 December
2025 and 2024 is set out below.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

(continued) (#)
5 REVENUE AND SEGMENT INFORMATION
(Continued)

For the year ended 31 December 2025: BE_ZT_AF+-_A=+—HILHFE :

Sales and Production and
distribution of Exploitation and sales of coal-
natural gas and Gas pipeline production of derived clean
other related construction and crude oil and energy and other
products connection natural gas related products Group
H#ER fER$E
RERARR RegE RARLE REERERR
HURBER BERER RBREAR B RBER &8
HKS'000 HKS'000 HK$'000 HK$'000 HK$'000
Tz TEn Tén TEn TEn
Segment revenue and results PHEEBREE
Segment revenue AHERE

Recognised at a point in time RE-BRHED 12,796,680 - 458,538 1,403,076 14,658,294

Recognised over time R-BERRED - 500,298 - - 500,298
Sales to external customers NBEFEER 12,796,680 500,298 458,538 1,403,076 15,158,592
Segment resuls HisE 1,463,551 293,748 142,183 (53,499) 1,845,983
Finance income (Note 9) B ONGiE) 223,663
Other gain, net (Note 7) s - 58 (W) 30,391
Finance costs (Note 9) BEER (W) (429,679)
Net impairment losses on financial and ~ B RAHEEHEE

contract assets (Note 3.2(0)) BREFE(ME3.200) (38,544)
Net impairment losses on property, plant %1% * i Rk A

and equipment (Note 15) L EEAtED) (253,391)
Written off of exploration and R R EEE R (H3H17)

evaluation assets (Note 17) (6,689)
Share of profits of investments accounted 76 R EAE 2

for using the equity method RER (H3520)

(Note 20) 64,169
Unallocated corporate expenses AARGERT (403,953)
Profit before taxation BRaEH 1,031,950
Taxation (Note 12) RE(W12) (407,483)
Profit for the year ERgEH 624,467
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(continued) (#)

5

REVENUE AND SEGMENT INFORMATION

(Continued)

For the year ended 31 December 2024:

DEER (&)

BE_Z-_WNF+-A=1T—HLFE:

Sales and Production and
distribution of Exploitation and sales of coal-
natural gas and Gas pipeline production of derived clean
other related construction and crude oil and energy and other
products connection natural gas related products Group
HER TEREE
EhiEBER BERES RBRARR o RBER £H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL ThT i ThL Thn
Segment revenue and results PHEEEREE
Segment revenue AHELE

Recognised at a point in time RE-BR%ED 14,021,865 - 462,240 2,638,748 17,122,853

Recognised over time R-BEHRED = 532,338 = - 532,338
Sales to external customers NPEPHEE 14,021,865 532,338 462,240 2,638,748 17,655,191
Segment results PHEE 1,522,123 179,160 150,536 110,457 1,962,276
Finance income (Note 9) M (Ht9) 194,121
Other losses, net (Note 7) EHEE - FE () (14212)
Finance costs (Note 9) BB (W) (464,812)
Net impairment losses on financial and B KA NEEHRE

contract assets (Note 3.2(b)) BiagE () (210,953)
Net impairment losses on investmentsin & R & 2\ BB B

associates (Note 20) BagE (Wr0) (91,365)
Written off of exploration and BRRTEEERE (WE17)

evaluation assets (Note 17) (10,676)
Share of profits of investments accounted {6 & EAR 2

for using the equity method RERH (k)

(Note 20) 26,002
Unallocated corporate expenses AARLER (370,729)
Profit before taxation eyl 1,019,652
Taxation (Note 12) BB (HzE2) (318,490)
Profit for the year ERgEH 701,162
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REVENUE AND SEGMENT INFORMATION
(Continued)

No external customers of the Group contributed over 10% of the
Group's revenue for the years ended 31 December 2025 and 2024.

Analysis of the Group's assets by geographical market for the years
ended 31 December 2025 and 2024 is set out below:

AW HRRMEE

(continued) (#)

HE-_Z-_AFEKR-_ZEZ-_NF+=A
Zt+—HLEFE £EBREBHNBEF
REBZEEBEFEEBB10% o

HE_T-_AFEKR-_ZT-_WNNF+=A
=t+—HALtFE - SEHEKHWEMSS
DZBEEZDWEHIMAT -

2024
—E_RE —E-E
Additions to Additions to
non-current non-current
Total assets assets Total assets assets
= NE
mEE FREBEE BEE FRBEE
HK$'000 HK$'000 HK$'000 HK$'000
FTExT TExT FHT THT
Hong Kong Eib 299,967 14,216 315,672 1,268
Mainland China B A i 17,382,387 86,468,368 16,180,045 587,098
Canada mex 2,576,696 302,825 2,480,658 255,620
Total Feh 20,259,050 86,785,409 18,976,375 843,986
Unallocated ADE
Investments accounted for using the FRREEARZEE
equity method (Note 20) (Ft#E20) 1,598,882 1,496,660
Deferred tax assets (Note 29) BREFIEEE (529) 44,328 44,865
Financial assets at fair value through BATEFAEMEE
other comprehensive income (Note 21) Y25 2 & B & & (M 5E21) 170,558 178,182
Total assets BEE 22,072,818 20,696,082
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RS B IS AR Y R

(continued) (#)

6 OTHER INCOME 6 HfblA
2025 2024
—E-HF —T-EF
HK$'000 HK$'000
THET FHT
Government subsidies (Note (i) T 488 Bl (B 35G7)) 18,042 31,845
Dividend income from equity investments at EAFEFAEMEZEKEZ
FVOCI (Note 21) IR E 2 BB WA
(B 3E21) 1,526 1,802
Financial guarantee income (Note 34) B IS AR WA (M9 5E34) — 205
Others HAh 19,615 11,111
39,183 44,963
Notes: B aE -
(i) Subsidies from the government are recognised in accordance with (i) BT ERHEEORME 2 g5 K

accounting policy set out in Note (t).

Government subsidies relating to costs are deferred and recognised in the
profit or loss over the period necessary to match them with the costs that
they are intended to compensate.

Government subsidies relating to property, plant and equipment are
included in non-current liabilities as deferred government grants and are
credited to the profit or loss on a straight-line basis over the expected

REER °

B Y AN A B B0 KOS B S BORE - 3
A B L BE 5E 18 W0 B 7R B 8 P 7 B
MAREETER °

HEYE - BB MR A BT R
SINERBDEBIERBRTERFHE -
WRERZEZRNBEEERGTFRITA

lives of the related assets. Bam e
7 OTHER GAINS/(LOSSES), NET 7 HitWs (F58) 0 F88

2025 2024
—E-RE — T OE
HK$'000 HK$'000
FHET FHIT
Gains on disposal of an associate B E— M E QR E 13,322 —

Gains/(Losses) on disposal of property, plant and HEWE - BE RE&EEHU KR
equipment and right-of-use assets EREEENKE (BE) 16,602 (17,253)
Others H At 467 3,041
30,391 (14,212)
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A B TS R R MY EE

(continued) (#)

PROFIT BEFORE TAXATION 8 KFAEA
Profit before taxation has been arrived after charging/(crediting) the BREpEMENER, GEA) WT&A
following items: BES
2025 2024
“E-RHF —ZmF
HK$’000 HK$'000
TER F&T
Employee benefit expenses (Note 10) BEERMFA X (KIE10) 560,421 534,445
Cost of inventories recognised as expense BRAEBAYHNTFERAN 14,583,480 14,614,790
Auditor’s remuneration % B R0 BN &
— Audit services — B 6,485 4,588
— Tax and other services — T R A A RS 514 203
Depreciation and depletion of property, plant M- HBEREZETER
and equipment (Note 15) 1B (FEE15) 627,217 705,688
Depreciation of right-of-use assets (Note 16) FPREEENE (WiE16) 27,255 25,384
Amortisation of intangible assets (Note 19) B EEEH (E19) 13,102 10,279
Short term lease expenses (Note 16) EHAER T (ME16) 3,989 2,960
(Gains)/Losses on disposals of property, plant and HE&E¥Z% « BiE MR E UM
equipment and right-of-use assets (Note 7) FREEEN (R BE
(B 5E7) (16,602) 17,253
Gains on disposal of an associate (Note 7) HE—REE QR
(M 5£7) 13,322 —
Net impairment losses on financial and PREEHNEEREESE
contract assets (Note 3.2(b)) 58 (B 5E3.2(b)) 38,544 210,953
Net impairment losses on property, plant and W - BB REHERE
equipment (Note 15) B8 F 8 (MHsE15) 253,391 —
Net impairment losses on investments in R A Bl 2R ERE
associates (Note 20) 5185 5 (M97E20) — 91,365
Provision for inventory FERE 4,140 —
Net exchange losses/(gains) BN AR, (W) F5E 27,908 (2,696)
Written off of exploration and evaluation assets  HhiF & &5 & & 8 (F5E17)
(Note 17) 6,689 10,676
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RS B IS AR Y R

(continued) (#)

9 FINANCE INCOME AND COSTS

9 HMBRAKREH

2025 2024
—EC-HF —T-EF
HK$'000 HK$'000
FHET FHT
Interests income on: FEWA :
Bank deposits RITFRK 93,007 89,143
Debt investments at FVOCI BEAFEFAEMEE
Waz BEBRE 29,141 33,764
Gains on derivative instruments PTET AW 35,940 —
Loans to an associate (Note 34(b)) BT — S N R
(P 5E34(b)) 63,880 69,791
Loans to third parties BERFE=H 1,695 1,423
223,663 194,121
Interests expenses on: MEER:
Bank borrowings |RITIE R (257,944) (291,048)
Other borrowings H At 8 3K (15,913) (18,183)
Lease liabilities (Note 16) HEBE(E16) (3,518) (1,591)
Senior notes BAERE (146,461) (149,486)
Accretion of assets retirement obligation A EWEEAERM
(Note 30) (F=¥30) (6,025) (4,721)
Less: Amounts capitalised (Note 15(iii)) B B 58 (K EE15(i0)) 182 217
(429,679) (464,812)
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A B TS R R MY EE

(continued) (#)

10 EMPLOYEE BENEFIT EXPENSES, INCLUDING 10 EERAHAX - BEESM
DIRECTORS' EMOLUMENTS Cira
2025 2024
—E-RHEF —E-_NEF
HK$’000 HK$'000
FTET F&T
Salaries, wages and bonuses e IERES 478,108 463,577
Pension costs — defined contribution plans BRENAE — R EHKE S 82,313 70,868
560,421 534,445
(a) Five highest paid individuals () HEEmeFMAL
The five individuals whose emoluments were the highest in SEFRNAEERMEZALE
the Group for the year include 2 (2024: 2) directors whose & (ZE_ME :2%) % -
emolument is reflected in the analysis presented in Note 11. EMe D HRMENZ2A0HT -
The emoluments paid or payable to the remaining 3 (2024: 3) FRNENIERNTHEGKRIE (ZF
individuals during the year are as follows: ZF - 3%) AW ST AT
NG
2025 2024
—E-HF —T-F
HK$'000 HK$'000
FTET FH&T
Salaries, allowances and benefits in kind e ZUREYN 12,971 12,870
Retirement benefits scheme contributions RORAE FET B 3K — =
12,971 12,870
The number of employees whose remuneration fell within the BATHeHEE 2 EEASET :

following band was as follows:

Number of employees

EEAE
2025 2024
—E-RE —E-FE
HK$3,000,001 to HK$4,000,000 3,000,001 8T E
4,000,000/ 7T 1 1
HK$4,000,001 to HK$5,000,000 4,000,001 T2
5,000,000/ 7T 2 2
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(continued) (#)

10 EMPLOYEE BENEFIT EXPENSES, INCLUDING 10 BRERAAX - BIEESH
DIRECTORS’ EMOLUMENTS (Continued) £ (&)
(@) Five highest paid individuals (Continued) (a) HhBERSHFMAL (7)
No emoluments were paid or payable to the above highest HE_ZTZ_RAEFR-_FT_N0NF
paid individuals as an inducement to join the Group or as TZA=+—RHLEFEE - fEYX
compensation for loss of office for the years ended 31 December EYNSENEMNME T L&
2025 and 2024. SEMzAL  ERBERSM
BEESEREERB 2MmE -
(b) Senior management’s emoluments (b) BSHREEEBKEEH
Details of remuneration paid to members of non-director senior BUTHeHENENIIEESES
management fell within the following bands: REREXKBMSFE

Number of employees

EEAHE
2025 2024
—E-RE — T NF
HK$0 to HK$1,000,000 07 7T £ 1,000,0007 7T 9 10
HK$1,000,001 to HK$2,000,000 1,000,001/& L&
2,000,0007% 7T 4 4
HK$2,000,001 to HK$3,000,000 2,000,001 &
3,000,0007% 7T 2 1
HK$3,000,001 to HK$4,000,000 3,000,001/ L&
4,000,000/ 7T 3 4
HK$4,000,001 to HK$5,000,000 4,000,001/ L%
5,000,0007% 7T 2 2
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(continued) (#&)

11 BENEFITS AND INTERESTS OF DIRECTORS 1M EFNEzRkER (BBARMRK
(DISCLOSURES REQUIRED BY SECTION 383 OF 5 (56622F) 263831k * A
THE HONG KONG COMPANIES ORDINANCE (REBEEEARER) R (F
(CAP. 622), COMPANIES (DISCLOSURE 622GE) REB LMK ARE
OF INFORMATION ABOUT BENEFITS OF B3 5 )

DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES)

(a) Directors’ emoluments (a) E=B<e
Emoluments paid or receivable in respect of person’s services as ENEEARZEMBARES
a director or services in connection with the management of the SIRHEEEETBEBEBRNORE 2
affairs, whether of the Company or its subsidiary undertakings: ATzMeskEERMSHT
For the year ended 31 December 2025: HE-_T-_AF+=-A=+—H
IEEFE -
Employer's
Salaries, contribution to
allowances and a retirement
Fees benefits in kind Share awards benefit scheme Total
4 28R EEXHBHEN
ns BYRE R %R HEHRR &t
HKS'000 HKS'000 HKS'000 HK$'000 HK$'000
T THRL TERL TERL THR
Executive directors: HiTEs:
Xu Tie-liang FRR (FREH)

(Chief Executive Officer) 120 23,948 - 18 24,086
Gao Falian R%iE 120 1,008 - - 1128
Guan Yijun FES 120 6,500 - 18 6,638
Xu Ran Fh 120 1,001 - 18 1,139
Independent non-executive  BUFHFTEE:

directors:

Liu Zhhong Fa(R-F-z%

(appointed on 15 June 2023) KA TIHEEE) 120 - - - 120
Wang Guang-tian TEM 120 - - - 120
Yang Jie BA 120 - - - 120
Total a 840 32,451 - 54 33,351
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(continued) (#)

11 BENEFITS AND INTERESTS OF DIRECTORS 1M EFMamkiER (BEEQARMK
(DISCLOSURES REQUIRED BY SECTION 383 OF 5 (56622EF) 563831k * AF
THE HONG KONG COMPANIES ORDINANCE (BEEENRER) B (F
(CAP. 622), COMPANIES (DISCLOSURE 622GE) kEBLHHAARE
OF INFORMATION ABOUT BENEFITS OF WIKE) (&)

DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES) (Continued)

(a) Directors’ emoluments (Continued) (a) E=EBe (&)
For the year ended 31 December 2024: BHE-_ZT-_NFEF+=-A=+—8H
IEFE
Employer's
Salaries, contribution to
allowances and a retirement
Fees benefits in kind Share awards benefit scheme Total
g5 2¥R BEHRART
e Ehe B %E HE Lok &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL THL ThT ThL Thn
Executive directors: #iEs:
Xu Tie-fiang FRR (FRAEH)

(Chief Executive Officer) 120 23,979 - 18 24117
Gao Falian BhE 120 1,005 - - 1,125
Guan Yijun BHE 120 6,500 - 18 6,638
Xu Ran # 115 91 - 18 1,004
Independent non-executive ~ BUFHTEE:

directors:

Liu Zhihong WFL(R=F-=%F

(appointed on 15 June 2023) A A+EHEELE) 120 = = = 120
Wang Guang-tian IER 120 - - - 120
Yang Jie A 120 - - - 120
Total 5 835 32,445 - 54 33334
No directors of the Company waived any emoluments and no MEAAESHRELCAHNE - &
emoluments were paid by the Group to any of the directors EEREAARESI NS
of the Company as an accepting office as director or as a EREXESTHM 2 RE BT
compensation for loss of office as director. EERM2EE -
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BENEFITS AND INTERESTS OF DIRECTORS

(DISCLOSURES REQUIRED BY SECTION 383 OF

THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE

OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HK LISTING RULES) (Continued)

(b) Directors’ retirement benefits

No retirement benefits were paid to or receivable by any
directors in respect of their other services in connection with
the management of the affairs of the Company or its subsidiary

undertaking (2024: Nil).

(c) Directors’' termination benefits

No payment was made to directors as compensation for the
early termination of the appointment during the year (2024: Nil).

(d) Consideration provided to third parties for making
available directors’ services

No payment was made to the former employer of directors
for making available the services of them as a director of the

Company (2024: Nil).

(e) Information about loans, quasi-loans and other dealings
in favour of directors, controlled bodies corporate by and

connected entities with such directors

There are no loans, quasi-loans and other dealings in favour of
directors, controlled bodies corporate by and connected entities

with such directors during the year (2024: Nil).

(f)  Directors’ material interests in transactions, arrangements

or contracts

No significant transactions, arrangements and contracts in
relation to the Group's business to which the Company was a
party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year (2024: Nil).

AW HRRMEE

(continued) (#&)

11 ESHVEKER (FBQAIK

Bl (26

56223 ) $£3831%  AA

(KBEESAZER) R (5
622GE) REBLEMRABE
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(b)
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(d)

(e)
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v'.R

A B 3% SR R B 5E

(continued) (#&)

12

TAXATION

No provision for Hong Kong profits tax has been made as the Group
did not have any assessable profits subject to Hong Kong profits tax for
the year (2024: Nil).

In accordance with the relevant PRC corporate income tax laws,
regulations and implementation guidance note, subsidiaries in
Mainland China are subject to the PRC corporate income tax rate at
25% (2024: 25%). Certain subsidiaries are entitled to tax concessions
and tax relief whereby the profits of those subsidiaries are taxed at a
preferential income tax rate of 15% (2024: 15%).

Canada income tax has been provided for at the rate of 23% on the
estimated assessable profits for the year (2024: 23%), which
represented the tax rate in Alberta, Canada and the Canada’s federal
tax rate of 8% (2024: 8%) and 15% (2024: 15%) respectively.

Taxation on other overseas profits has been calculated on the
estimated assessable profit for the year at the applicable rates of
taxation prevailing in the jurisdictions in which the Group operates.

12

Bi1R

0 & B 70 A 4R 3 A R AT ] A
FEENESHZERT G - MAER
FEAENGHRERRERS (ZFT_OF:
&) -

BERBRECEMSRE - KO R
FHAE R EALSHE QR R
25% (ZZE WM& : 25%)2%& < B i
PRECEMSER - ETHEARZA
MEEERER ' Bt ZSZHBEA
AIZmFAEEMBHHEEIS% (ZF
TP 15%) #E o

FRIMEKNTBIHTIE23% (G5 EFER
wmAFIR (ZZEZMFE - 23%) + BI N
;ﬂmam REABERME XN BH X

DR B8% (ZZE_HF : 8%) k15%
_7_E¢ 15%) ©

HingoMa MRIBAAS B K EME R
EREBERRITREZF ARG ERBR
wmAMETERIA -

2025 2024

—E_REF —EF

HK$’000 HK$'000

FET FHET

Current tax & HIR 1A 400,739 301,622
Deferred tax (Note 29) IEERLTE (M 5E29) 6,744 16,868
Taxation fiiE 407,483 318,490
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12 TAXATION (Continued)

13

12

There is no tax impact relating to components of other comprehensive
income for the year ended 31 December 2025 (2024: Nil).

The taxation on the Group’s profit before taxation differs from the
theoretical amount that would arise using the weighted average tax

rate applicable to profits of the Group as follows:

AW HRRMEE

(continued) (#)

BIE (4&)

BE_ZT_AF+_A=+—HItHF
B UYEABEMEEKEAEKIED
ZHRBHTE (T _HF &) °

SERHEAEMN R ALEERERASHE
MM MEFARTELEZEREEE
LS (I

2025 2024
“E-hHF —ZmF
HK$’000 HK$'000
TER FHET
Profit before taxation B 350 B i A 1,031,950 1,019,652
Tax calculated at the applicable rates in the tax % ABRBEF W Al A R A
jurisdictions concerned BEFEHTRIE 288,595 318,829
Tax effect of associates and joint venture’s CERBL AR REERT
result reported XEIHMERE (16,042) (12,090)
Tax effect of income not subject to taxation BARBIRABO TG 2 (20,721) (6,219)
Tax effect of expenses not deductible for b AT Nz e - )
tax purpose M E 149,250 103,207
Tax effect of tax concessions PR BT TS & (70,615) (79,430)
Unrecognised tax losses RERTIEEE 87,208 8,173
Withholding tax on dividend income iR B IR A TERBE 1,554 1,305
Under/provision in prior years BEFERETR 3,641 3,674
Others Hi (15,387) (18,959)
Taxation IR 407,483 318,490
DIVIDEND 13 BE
The Board has decided not to propose final dividend for the year ended EZREAATHEEZ ﬁ F+=
31 December 2025 (2024 Nil). A=+—8 ti&%ﬁ/ﬁﬂi%ﬁﬁ kB (ZF
“mEE) -
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RS B IS AR Y R

(continued) (#&)

14 EARNINGS PER SHARE 14

Basic

The calculation of basic earnings per share was based on the profit
attributable to owners of the Company of HK$80,719,000 (2024:
HK$180,771,000) divided by the weighted average of ordinary shares
of 5,199,374,613 shares (2024: 5,199,374,613 shares) in issue during

% & A
B

BEREARBAE IR RAAHEE AES
& 780,719,000 T (= & = I F :
180,771,000 7T) Br A F A B B 47 & 4
A% 2 hn #E 7 15 £(5,199,374,613/% (= =

the year. Z M4 : 5199,374,6130%) 5t & o
Weighted average number of ordinary shares: L@ MEFHE
2025 2024
—E-RF —ZT-F
Issued ordinary shares at 31 December R+t A=+—B8EET
Rl 5,636,803,834 5,636,803,834
Effect of treasury shares held for share option — HtBEPEHE & 88 Eh =t 235 A
and award schemes BEERHEZE (437,429,221) (437,429,221)
Weighted average number of ordinary shares at R+ = A=+—B8 @K
31 December IntEF 1 2 5,199,374,613 5,199,374,613
Diluted e

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, which is share options granted
and not exercised. The diluted earnings per share is equal to the basic
earnings per share for the year ended 31 December 2025 (2024: same)
because the exercise price of the share options granted and not
exercised was higher than the average share price of the Company.
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A B TS R R MY EE

(continued) (#&)

15 PROPERTY, PLANT AND EQUIPMENT 15 Y% - BEKRR®E
0il and gas Construction in
Plant and properties progress
Buildings machinery (Note (iv)) Pipelings Others (Note (i) Total
HREE fRIE
e FERES Gk BE ifh (B (i) &5t
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn T Tin Tin Thn Thn T
At 1 January 2024 RZB-mE-F-R 814,408 2,776,023 2434191 3,302,751 233 546 565,439 10,126,358
Curtengy reaignment guzy (22,19 (98,558) (208,048) (13,930) (1313 (18,13) (478,175
Additions AE 20875 64,003 253,202 4 28,058 395,831 761,973
Transfers EF 71,006 199,922 = 179,156 8,058 (464,142) —
Transfer to investment properties ERZREKEIHE 2,349 = = = = = (2,349)
Transfer from exploration and ~ EJERFHEEER
evaluation assets (Note 7).~ (HF&17) = = 30,607 = = = 30,607
Disposalshwitten-off hE/ (67,989) (54,329) - n) (4.943) = (127,330)
Depreciation and depletion for & T E &7 (Fi348)
the year (Note 8) (56,824) (214,701) (170,128) (230,445) (33,590) — (705,688)
At 31 December 2024 R-E-mE+ZA=1-H 762,933 2,672,364 2,301,824 3,127,463 223816 478,9% 9,607,3%
Asat3fDecember2024  R-F-ME+ZA=t-A
Cost s 1,203,862 3,696,462 3,998,49 5,194,990 451,501 478.9% 15,024,307
Acumulated depreciation,  Zif17E - BERIA
depletion and impairment (440,929) (1,024,09) (1,656,672) (2,067,527) (227,685) - (5,416,911)
Net Book Value EEFE 762,933 2,672,364 2,341,824 3,127,463 223816 478 9% 9,607,3%
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(continued) (#&)

15 PROPERTY, PLANT AND EQUIPMENT 15 Y% - BMEKRE (&)
(Continued)
Oil and gas Construction in
Plant and properties progress
Buildings machinery (Note (iv)) Pipelines Others (Note (ii)) Total
HREE EEIE
BP RERRE (Ki(iv) e Hft (B i) Eh
HKS000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HKS'000
THR TR THR TER TEn THR TR
At 1 January 2025 RZE-RE-F-A 762,933 2,672,364 2,301,824 3,127,463 223,816 478,996 9,607,396
Currency realignment gERE 21,239 118,982 "1 140,473 9,447 12,466 425,729
Additions hE 10,39 12,49 233,690 4,034 18,459 509,022 788,095
Transfers En 44,165 214,920 - 299,948 26,954 (585,987) -
Transfer to investment properties EEZREHEHE (13,545) - - - - - (13,545)
Transfer from exploration and B RGFEEEER
evaluation assets (Note 17) ~ (H&E17) - - 22,087 - - - 2,087
Transfer from right-of-use asset 5 FEAEEH 13,689 - - - - - 13,689
Reclassifications ENNE (6,060) (13,215) - 2,883 (3.568) = =
Disposal of subsidiaries HERBAR (3,494) (13,060) - (3,798) (116) = (20,468)
Depreciation and depletion for &/ % [ 87 (H3k8)
the year (Note 8) (51,160) (173,196) (186,397) (187,994) (28,470) - (627,217)
Impairment loss (Note 8) AEFS(H3s) - (178,584) (55,655) (19,152) - = (253,391)
At 31 December 2025 R-B-EE+ZB=1-A 784,163 2,640,705 2,472,671 3,383,817 246,522 414,497 9,942,375

As at 31 December 2025 R-BZEFtZA=1-A

Cost s 1,261,264 3,801,662 4,401,759 5,702,875 494,855 414,497 16,076,912
Accumulated depreciation,  ZirTE BERAE

depletion and impairment (477,101) (1,160,957) (1,929,088) (2,319,058) (248,333) - (6,134,537)
Net Book Value REFE 784,163 2,640,705 2,472,671 3,383,817 246,522 414,497 9,942,375
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15 PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes:

(U]

Revaluation, depreciation method and useful lives

Property, plant and equipment comprise mainly buildings, plant and
machinery, oil and gas properties, pipelines and construction in progress.
Accounting policies for oil and gas properties are set out in Note 15(v).
All other property, plant and equipment is stated at historical cost less
depreciation and impairment, if any. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised 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 the replaced part is derecognised. All other repairs and
maintenance are expensed in the profit or loss during the year in which
they are incurred. Except for oil and gas properties and construction in
progress, depreciation on property, plant and equipment is calculated
using the straight-line method to allocate their cost to their residual
values over their estimated useful lives, as follows:

12.5 to 40 years or remaining lease period of
the land where applicable

Plant and machinery 3to 20 years

Pipelines 30 years

Others 3 to 20 years

Buildings

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, at each date of the statement of financial position. In 2025,
management has revised the estimates of useful lives of pipeline assets
from 20 to 30 years with reference to the practices commonly adopted
by the companies within the same industry and the physical condition
of the relevant assets, resulting in an increase in profit for the year
ended 31 December 2025 amounting to approximately HK$71 million,
net of tax. 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.

Gains and losses on disposals are determined by comparing the proceeds
with the carrying amount and are recognised within “other gains/(losses),
net” in profit or loss.

Construction in progress represents, buildings under development
for future owner-occupied purpose and pipelines under construction,
which is stated at cost less any accumulated impairment losses, and is
not depreciated. Costs comprise direct and indirect incremental costs
of acquisition or construction. Completed items are transferred from
construction in progress to proper categories of property, plant and
equipment when they are ready for their intended use.
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(continued) (#)

15 PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes: (Continued)

(ii)

(iii)

Expenditure on the construction, installation or completion of
infrastructure facilities such as platforms, pipelines and the drilling of
commercially proven development wells, is capitalised within construction
in progress under property, plant and equipment. When development
is completed on a specific field, it is transferred to oil and gas properties
under property, plant and equipment. No depreciation and depletion is
charged during the development phase.

Oil and gas properties are aggregated exploration and evaluation assets
and development expenditures associated with the production of proved
reserves.

Oil and gas properties are depreciated and depleted using the unit-of-
production method. Unit-of-production rates are based on total proved
plus probable reserves, which are oil, gas and other mineral reserves
estimated to be recovered using current operating methods and taking
into account estimated future development costs necessary to bring those
reserves into production. Future development costs are estimated taking
into account the level of development required to produce the reserve.

Proven oil and gas properties are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised 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 of
disposal and its value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately
identifiable cash flows.

During the year, the Group has capitalised borrowing costs amounting to
HK$182,000 (2024: HK$217,000) on qualifying assets. Borrowing costs
were capitalised at the weighted average rate of its general borrowings
of 4.7% (2024: 5.6%).
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Notes to the Consolidated Financial Statements

15 PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes: (Continued)

(iv)

Oil and gas properties is within the segment of “exploitation and
production of crude oil and natural gas” is assessed for impairment at
the cash generating units (“CGUs") level when indicators are identified.
The Group regularly assesses market commodity prices, costs to carry out
planned drilling programs, drilling results, and reservoir performance to
determine if there are any indicators of impairment of the Group’s assets.

At 31 December 2025, due to a decline in forward benchmark crude oil
prices, the Group determined that there were indicators of impairment
for oil and gas properties under different CGUs. International crude oil
price is forecasted to be between USD59.25 to USD81.27 between 2026
and 2035 (2024: USD71.25 to USD88.44 between 2025 and 2034) and
grow at 2% (2024: 2%) per annum thereafter. Post-tax discount rates
ranging from 10% to 25% (2024: 10% to 25%) were adopted which
is based on classification of reserve type, commodity type, timing of
future development expenditures and operating burdens. According to
the result of the impairment assessment, an impairment loss of CAD10
million (equivalent to approximately HK$56 million) was recognised for
the year ended 31 December 2025 (2024: HK$Nil).

B

(iv)
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(continued) (#)

15 PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes: (Continued)

v)

The Group has a coal processing plant located in Jining, Shandong. As
at 31 December 2025, non current assets attributable to this processing
plant amounted to approximately RMB1,912,297,000 (equivalent to
HK$2,122,650,000), which included property, plant and equipment with
carrying amount of approximately RMB1,859,268,000 (equivalent to
HK$2,063,787,000). In light of the uncertainties of the developments
arising from the local environmental protection policies, management
considered impairment indicators surrounding the coal processing
plant existed as at 31 December 2025 and performed an impairment
assessment accordingly. The coal processing plant is considered to be a
single CGU for impairment assessment purposes.

The recoverable amount of property, plant and equipment attributable to
the above CGU as at 31 December 2025 is determined using the value in
use method based on the estimated future cash flows up to 2060. The
key assumptions for the value in use calculations are those regarding the
discount rates, revenue growth and gross profit margin. Management
estimates a pre-tax discount rate of 12.33% (2024: 13.82%) that reflects
current market assessments of the time value of money and the risks
specific to this CGU. Compound annual growth rate of revenue during
the forecast period is 2.3% (2024: 1.9%) which estimated based on
forecasted commodity price and estimated volume under the current
ceiling on utilisation rate set by the local government authorities. Average
gross profit margin ranges from -4% to 13% (2024: 14% to 15%)
during the forecast period. According to the result of the impairment
assessment, recoverable amount of the property, plant and equipment
attributable to this CGU was HK$1,885,203,000 as at 31 December 2025
(2024: HK$2,167,904,000) and an impairment loss of HK$178,584,000
(2024: HK$Nil) was recognised for the year ended 31 December 2025
accordingly.

Increase in discount rate by 100 basis points, drop in revenue growth by
1%, or decrease in gross profit margin by 1% would result a decrease in
recoverable amount of the property, plant and equipment attributable to
this CGU by approximately HK$149 million, HK$132 million and HK$158
million, respectively, as at 31 December 2025 (2024: HK$202 million,
HK$216 million and HK$216 million).
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16 LEASES

0]

Amounts recognised in the consolidated statement of
financial position

The consolidated statement of financial position shows the

AW HRRMEE

(continued) (#)

16 #HE

() RESUBRRIRERZEHE

HAMBARKRBTIATEAE

following amounts relating to leases: BB FIA
31 December 31 December
2025 2024
“EC-hHF —ZmF
+=ZBA=+-—H +=A=+—H
HK$’000 HK$'000
FHET FHT
Right-of-use assets EREEE
Land use rights T b fE A 411,799 378,173
Office and other properties WAEREMYE 62,886 34,338
474,685 412,511
Lease liabilities HEEE
Current it & 8,006 7,484
Non-current JEME 55,028 25,548
63,034 33,032

Additions to the right-of-use assets during the 2025 financial
year were HK$85,951,000 (2024: HK$45,244,000).

HK$13,689,000 of land use rights were transferred to properties,
plant and equipment during the year ended 31 December 2025
(2024: HK$86,324,000 to investment properties).

R_E_-_RAUBRFE - FHE
& E 175 /585,951,000 7T (- &
Z P4 - 45,244,000 7T) o

BHz_ZT_-_RAF+-_A=+—H
IF & & 13,689,000 & JT # £ i
FAESRZDE  BELSRE
— =T — P04 : 86,324,000 & T
BEREMRHE) °
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(continued) (#)

16 LEASES (Continued) 16 #HE (&)
(ii)  Amounts recognised in the statement of profit or loss (i) MNEZXRERZEHE
The consolidated statement of comprehensive income shows the FerHEWRERETATEAS
following amounts relating to leases: BB RIE

31 December 31 December

2025 2024

—E-AF —ZmF

+t=ZA=t+-—H +ZA=+—H

Note HK$'000 HK$'000

Pt 5 FHET FHT

Depreciation charge of right-of-use FHAREEINEEH

assets
Land use rights = 3t {5 A A 10,989 11,373
Office and other properties WMAEREAM Y 16,266 14,011

8 27,255 25,384

Interest expense MEEH

(included in finance cost) (GTAMBER) 9 3,518 1,591
Expenses relating to short term leases (REHHASHBHNE R 8 3,989 2,960
The total cash outflow for leases during the year ended 31 HE_FT-_RAF+=ZA=+—H
December 2025 was approximately HK$17,211,000 (2024: 1IEF f HEReRLBEEANAR
HK$18,145,000). 17,211,000 Tt (= & = 1§ & :

18,145,000/ 7T) °
(iii) The Group's leasing activities and how these are accounted (i) EEEETHRIERSN
for
The Group obtains right to control the use of office and other SEERHETHESN —BRH
properties for a period of time through lease arrangements. MESHAEREMY % Z A&
Lease arrangements are negotiated on an individual basis and AR o THE =i E R K AERE
contain wide range of different terms and conditions including RIS RN N0k S PSR o
lease payments and lease terms ranging from 1 to 15 years BREEAENRENTIEISF (=
(2024: 1 to 15 years). T PO 1215F) WY -
The Group also obtained the land use rights through lease 5 B J7 35 8 B AR B b 5 IR AT 32
contracts with local governments in the PRC with 50 years term. HE S KBRS RHS0F &) £ &
A& -

During the year ended 31 December 2025 and 2024, HE_Z_AFE_ZT_NF
depreciation of right-of-use assets has been charged in +ZA=+— iif = A 4
“ Administrative expenses”. BEFER 1TTHRAX] MK -
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16 LEASES (Continued)

(iv) As at 31 December 2025, land-use rights of Nil (2024: HK$Nil)
were pledged as collateral for the Group’s bank borrowings.

17 EXPLORATION AND EVALUATION ASSETS

AW HRRMEE

(continued) (#)

16 HE (&)

(ivy R=ZZE-RF+=-A=+-H T (=
ToF - T L EAEE
IR AEBRITIEROERR -

17 BRRFFEEE

31 December 31 December
2025 2024
—E-HEF —E_NF
+=A=+—H +=ZA=+—8”
HK$'000 HK$'000
FE T FAT
Cost [N

At 1 January K—HA—H 59,645 107,484
Currency realignment B 2,514 (6,839)
Additions NE 2,969 2,283
Written off (Note 8) g (P EE8) (6,689) (10,676)

Transfer to oil and gas properties under EEREYE - BB MEE
property, plant and equipment (Note 15) BETHRREE (MF15) (22,087) (32,607)
At 31 December R+ZA=+—H 36,352 59,645

Exploration and evaluation assets represent the Group’s costs of
acquiring licenses and interests in undeveloped lands in West Central
Alberta, Canada, which are pending the determination of proven
or probable oil and gas reserves. The costs are accumulated in cost
centres by well, field, or exploration area pending determination of
technical feasibility and commercial viability.

The technical feasibility and commercial viability of extracting mineral
resource is considered to be determined when proven reserves are
determined to exist. A review of each exploration license or field is
carried out, at least annually, to ascertain whether proven reserves
have been discovered. Accounting policies for exploration and
evaluation assets are set out in Note 17(i).

YR AT 4 & E 15 S B 0 0 & AR B8 A
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DHREHRKAFTLEE  FEER
MEARAITYE -

EEETFERARER  HARBESR
BRERMEEEANTERRBSCHEE -
ELBEHEHRFTEIADETR
N MERACHRARARE - BR
RFHEEZ G BRRHRME70) °

THRREEAERAT 2025FF® 133



Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued)

(%)

17 EXPLORATION AND EVALUATION ASSETS
(Continued)

Notes:

U]

Accounting policies of exploration and evaluation assets

Oil and gas exploration and evaluation expenditures are accounted
for using the successful efforts method of accounting. Costs are
accumulated on a field-by-field basis. Geological, geophysical costs and
pre-licence costs are expensed as incurred. Costs directly associated with
an exploration well, and exploration and property leasehold acquisition
costs, are capitalised within exploration and evaluation assets until the
determination of reserves is evaluated. If it is determined that commercial
discovery has not been achieved, these costs are charged to expense.

Once commercial reserves are found, exploration and evaluation assets
are tested for impairment and transferred to construction in progress
under property, plant and equipment. No depreciation and depletion is
charged during the exploration and evaluation phase.

Exploration and evaluation assets are tested for impairment when
reclassified to construction in progress, or whenever facts and
circumstances indicate impairment. An impairment loss is recognised
for the amount by which the exploration and evaluation assets’ carrying
amount exceeds their recoverable amount. The recoverable amount is the
higher of the exploration and evaluation assets’ fair value less costs of
disposal and their value in use.
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(continued) (#)

18 INVESTMENT PROPERTIES 18 REMFEME
2025 2024
“EC-hHF —ZE U
HK$’000 HK$'000
FTHET FAT
Cost (DN
At 1 January Rn—HA—H 128,942 131,602
Currency realignment B 6,390 (846)
Transfer from property, plant and equipment W - WEREEAR
and right-of-use assets FRAEEESED 13,545 2,349
Depreciation e (2,466) (4,163)
At 31 December R+ZR=+—81 146,411 128,942
Depreciation charges of investment properties of HK$2,466,000 (2024: wEMNEME 2T E B F2,466,00078 7T
HK$4,163,000) has been charged in “Cost of sales”. (ZZ Z M F : 4,163,000 7T) B 7 A
[SEERA] -
Notes: BT -
(i) Measuring investment properties at cost (i) BRAGFEREMEE
Investment properties, principally office buildings, are held for long term REUEE (FERNRDETF) NiF
rental yields and are not occupied by the group. They carried at cost less ERBHES W - BYIFMREEGR -
accumulated depreciation. HEAXARBAEATEIER -
(i) Presenting cash flows (i Z2IRERE
The Group classifies cash outflows to acquire or constructing investment SEBKREXERRKENEME R
property as investing and rental inflows as operating cash flows. EmEHERRE  BHERADE

@iy As at 31 December 2025, investment properties approximately iy RZE-AF+ZA=+—H &E
HK$139,465,000 (2024: HK$124,908,000) were pledged as collateral for 4 B #h 2= 49139,465,000/8 ¢ (=T =Y
the Group’s bank borrowing. £ 1 124,908,000/ 7T) B B HE &

RITE RN IEIR R -
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(continued) (#&)

19 INTANGIBLE ASSETS 19 BEEE
Other
Goodwill intangible
(Note (ii)) assets Total
B8 (ki) HitE\FEE Mt
HK$'000 HK$'000 HK$'000
FAT FAT FAT
As at 1 January 2024 R-Z-_M&E—-HA—H
Cost B AR 945,723 106,474 1,052,197
Accumulated amortisation BEt# — (34,059) (34,059)
Net book value FmEFE 945,723 72,415 1,018,138
Year ended 31 December 2024 BE-_ZE_-_&E
+-A=+—-HLEE
At 1 January 2024 RZE-_NFE—HF—H 945,723 72,415 1,018,138
Currency realignment EHAE (12,059) (2,703) (14,762)
Additions NE 2,897 21,895 24,792
Disposal & — (168) (168)
Amortisation for the year (Note 8) FEn# i (M) — (10,279) (10,279)
At 31 December 2024 RZTZmFE+=ZRA=+—H 936,561 81,160 1,017,721
As at 31 December 2024 R-B-NE+=-A=+-—H
Cost [B#N 936,561 123,987 1,060,548
Accumulated amortisation Rt — (42,827) (42,827)
Net book value REFE 936,561 81,160 1,017,721
Year ended 31 December 2025 BE-_Z_-1fF
tTZRA=+—-HLEE
At 1 January 2025 NR-ZE-_RAF—A—H 936,561 81,160 1,017,721
Currency realignment B 15,106 3,714 18,820
Additions NE — 15,549 15,549
Disposal & — — —
Written-off Packz! — (199) (199)
Amortisation for the year (Note 8) F R (MEs) — (13,102) (13,102)
At 31 December 2025 R—ZE-_RF+-_A=+—H 951,667 87,122 1,038,789
As at 31 December 2025 RZE-_HEF+=ZHA=+—H
Cost B 951,667 145,201 1,096,868
Accumulated amortisation BEHEE — (58,079) (58,079)
Net book value RHEFE 951,667 87,122 1,038,789
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19 INTANGIBLE ASSETS (Continued)

Note:

@

Accounting policies of intangible assets
Goodwill

Goodwill arises on the acquisition of businesses represents the excess of
the consideration transferred, the amount of any non-controlling interest
in the acquiree and the acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the identified net assets
acquired.

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 are 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.

Other intangible assets

Other intangible assets comprise mainly exclusive rights, club membership
and computer operating system.

Exclusive rights are shown at historical cost. Exclusive rights have definite
useful lives and are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line method to allocate the
cost of exclusive rights over their estimated useful lives ranging from 30
to 48 years for natural gas supply services.

Investment in club membership is shown at historical cost. Investment
in club membership has indefinite useful life and is tested annually for
impairment and carried at cost less any accumulated impairment losses
and is not amortised.

Computer operating system is shown at historical cost. Computer
operating system has definite useful lives and is carried at cost less
accumulated amortisation. Amortisation is calculated using the straight-
line method to allocate the cost of computer operating system over its
estimated useful lives of 2 to 10 years.
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19 BEEE (&)

GEE

(0]

THRREEAERAT 2025FF® 137

BREEZEFBER
[k

BENRBEGERES - BMEEDN
RE - RGBT HFERESRE
AR MR KB R B R
FE BEAKBABNEEFER
FEMERE -

RBMEHNANE @ EBAFMES

FHEEOIEEHRARZERAHBE
BEzEBREELSEM ([REELE
Bl) ABReELEMMAR - BEMR
DENZEEUXECLARNSER

BRAMERENMERHEIRERE
R o ABDINBEDMERETES -

HiBELEE

HthBEPWEETZRRBRBERE -
EMERERERRIERR -

BRBERUNELKATIR - BRE
ERRABRERFHRIZKAR R
B BEDERERERRA
R EBR 75 2 b 5T A F B R30248
FRENMBRBEEKRRE -

REMBRIBREDRELKAINE
REMBERZREAETHREERF
HESFETRENR - WERARRE
EMAREBRIKRA T THEY -

BERBRERBRAELK AR - T
BRERBRBREBFHRIZKAR
REBEIIR - BEDERERRR
HEGFERFHH2E105 DB BRI
ERBERA -



Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

19

INTANGIBLE ASSETS (Continued)

Notes: (Continued)

(ii)

Goodwill is allocated to a group of CGUs identified for sales and
distribution of natural gas and other related products business, which
is also an operating segment, representing the lowest level within
the Group at which goodwill is monitored for internal management
purposes.

The recoverable amount of the group of CGUs is determined from the
higher of an asset’s fair value less costs of disposal and value in use. The
key assumptions for the value in use calculations are those regarding the
discount rates, growth rates and expected changes to selling prices and
direct costs during the year. Management estimates a discount rate of
12.49% (2024: 11.08%) using pre-tax rates that reflect current market
assessments of the time value of money and the risks specific to this
group of CGUs. The growth rate of 2.02% (2024: 2.02%) for the next
five years are based on industry growth forecasts.

The value-in-use calculations is derived from cash flow projections based
on the most recent financial budgets for the next 5 years approved by
management. Cash flows beyond 5-year period have been extrapolated
using growth rates of 2.02% (2024: 2.02%) per annum, which is based
on industry growth forecasts. As at 31 December 2025, the recoverable
amount of the group of CGUs was approximately HK$20.5 billion
(2024: HK$15.7 billion), which was significantly higher than the carrying
amount. The Board considered no impairment loss is necessary and
reasonably possible change in the key assumptions adopted in the cash
flow projections would not cause the carrying amount of the CGUs to
exceed its recoverable amount.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

(continued) (#)

20 INVESTMENTS ACCOUNTED FOR USING THE 20 EFAEREARZKRE

EQUITY METHOD

The amounts recognised in the consolidated statement of financial RiZEUBRARBERZ BN ¢

position are as follows:

31 December

31 December

2025 2024
—E_-RF —ETNEF
+=HA=+—8H +=A=+—H
HK$’000 HK$'000
THET FET
Associates RN 1,598,758 1,496,660
Joint venture A 124 —
At 31 December R+ZA=+—H 1,598,882 1,496,660
The amounts recognised in the consolidated profit or loss are as RIFEERRRERZSBEAT
follows:
2025 2024
—E-RE —E-FE
HK$’000 HK$'000
FExT FET
Associates RN 64,049 26,002
Joint venture AEbE 120 —
For the year ended 31 December HE+-_A=+—BHItEE 64,169 26,002
Interests in associates AR E N TR
2025 2024
—E-HF e -3
HK$'000 HK$'000
TEx FHET
Share of net assets: IR EEFE
At 1 January ®W—HA—H 1,496,660 1,633,245
Currency realignment AR 71,136 (58,168)
Disposal (Note (f)) & (B E() (17.,665) —
Dividend s (15,542) (13,054)
Impairment (Note (a) and (c)) )ﬁfﬁ(ﬁﬁ? (@) &(c)) — (91,365)
Share of profits of associates, net DI E RN B RN FE 64,169 26,002
At 31 December R+=ZA=+—8H 1,598,758 1,496,660
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(continued) (#)

20

INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

Interests in associates (Continued)

Nature of investments in associates, which are unlisted limited liability
companies, as at 31 December 2025:

-n-\/\

J:IIL/

20 A4

ARRZKRE

(#&)

R-ZZFE_AF+-_A=1+—8 RN
ERR (RIFLMERAR) KEZHE

31 December
2025
Percentage of

31 December
2024
Percentage of

Country of interest held interest held
Name Registered capital establishment Principal activities indirectly indirectly
“E_EHE —E-QNF
+=ZA=+t—-H +=ZA=+—-H
MEkERE RESAER
8 T E A RIZER TEER BAk Bt
EEFHRBERAERAR RMB20,000,000 PRC Trading of natural gas 49% 49%
("RBEER")
BEPHZRERERAA AR #20,000,000t HE AAREE 49% 49%
(T2aeikRl)
Sino Director Limited (Note (a)) US$10,000 BVI Investment holding 25% 25%
Sino Director Limited (1 &£ (a)) 10,000 T REABRED REZER 25% 25%
BREKPABERMR RMB80,000,000 PRC Trading of natural gas 49% 49%
BRDAE ("EKER")
ﬁtﬁ%m:matm%ﬂ*ﬁ@ﬁﬂ AR 80,000,000 HE AAREE 49% 49%
(MEKE®])
BN AR ARDA(EMAE")  RMB30,000,000 PRC Trading of natural gas 49% 49%
AMERRRERR ( #WMeE]) AK30,000000 FEH AAREE 49% 49%
5 %?z IR R R %éfﬁ /NG RMB80,000,000 PRC Trading of natural gas 49% 49%
("EBLFE")
Eﬁimqﬂ/ﬁiﬁ*ﬂﬁﬂ%‘ﬁ B2 A AR #80,000,000T  HE AARREE 49% 49%
(IFBRLmE])
=M RER RMB20,000,000 PRC Trading of natural gas = 49%
BRAF(=ZPIBER") (Note ()
MR TP RERERA A AR#20,000,000 HE ARREE — 49%
(T=PiaeiR]) (HaE()
EEXARE (Note (b)) RMB200,000,000 PRC Construction 10% 10%
and operation of
underground natural
gas storage facilities and
trading of natural gas
ERRBAEE (D) AR %200,000,0007t % E T RAREF X 10% 10%
% EBERARAREE
Shandong Shengli Co., Ltd. RMB880,100,000 PRC Investment holding 22.16% 22.16%
("Shandong Shengli”) (Note (c))
WRBHRHERAA AR #880,100,00070 HE REER 22.16% 22.16%
(TBERBRG]) (M)
REBRENEBRARBRAA RMB50,000,000 PRC Trading of natural gas 10% 10%
("®=aBRM") (Note (d)
REBEENEERARERAA AR #50,000,000 HE ARREE 10% 10%

(rasBEZEM]) (M)
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Notes to the Consolidated Financial Statements

INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

Interests in associates (Continued)

Notes:

(a)

As at 31 December 2025 and 2024, the Group invested in 25% equity
interests in Sino Director Limited as an associate. The subsidiary of Sino
Director Limited is the beneficial owner of coal mining rights granted by
the local government authority of the PRC. Sino Director Limited and its
subsidiary are collectively regarded as the “Sino Director Group”.

A business valuation was performed for the underlying assets of Sino
Director Limited as the Sino Director Group has incurred loss for the year.
According to the result of the business valuation, full impairment has
been recognised with respect to the Group's investment to Sino Director
Group.

On 14 September 2023, the Group further injected RMB90,000,000
(equivalent to HK$99,000,000) into £ & X A & f i . The equity interest
of the Group remains at 10% upon the injection and the Group has
appointed a director in the board of & B X %A & f# & . Consequently, the
Group has significant influence over E & X %A & f## i whereby = B X
A R {7 18 became an associate of the Group and a transfer to investments
accounted for using the equity method was made from financial assets at
fair value through other comprehensive income at its fair value.

In November 2021, the Group has completed an acquisition of 22.16%
equity interests in Shandong Shengli from various independent
third parties at aggregate cash consideration of approximately
RMB975,631,000 (approximately HK$1,170,757,000) Shandong Shengli,
is listed on the main board of Shenzhen Stock Exchange (stock code
407). On 31 December 2025, the quoted market price of Shandong
Shengli was RMB5.02 (2024: RMB3.42) per share and the fair value
of the investment in Shandong Shengli was RMB979,034,000 (2024:
RMB666,992,000). It is principally engaged in the business promotion
and application of clean energy natural gas. As a consequent of the
acquisition, the Group gained significant influence over this investment
and the investment was classified as an associate of the Group.

20 FAERZEANR

AW HRRMEE

(continued) (#)

ZRE (&)

A
g
P14

I

—ZE-_WME+ZA
& & 7 Sino Director
Limited ({E5& ﬁﬁ ’& A)) E’]ZS%Hﬂ’é
Slno Director Limited Z ffi /& & 7] & i &

i&*ﬁﬁﬁﬁkf EF?FJ’T?EHH%E)%%?TX
#Tﬁéﬂ H @ # B A ° Sino Director
Limited & H [T B & 8 & ¥ & [Sino
Director £ & | -

A\—EBE_REF
=+—H" ' &

m ]}ﬂkm%

Fi 7 Sino Director S Bl A F A E E £ /5
8 -+ #Sino Director Limited & 48 8 & 2
E#ETEREE - BEEKEHELER
2 #t £ @ ¥ Sino Director & B #) 1% & i#
REHRE -

by RZTZ=FLA+HMHE:  £HEHE
—SRMEEXARIHEBIEARE
90,000,0007T (48 % #299,000,0007 7T) ©
AR EEMREMNDAI0% - £E
EEAEEXRARARFENESFHN—
& El EEUEERARHER
EEAYE  EEXARREERBE
BB na - AAFEFERHESE
it AHMARE RaE NS EEE AR
HAEZENEE -

©© WRZTEZ—F+—A  £$EBBE%
EE=ZFUNALBESREBEOARE
975,631,0007T (#71,170,757,0007% JT) A%
Uk BE B RS 1D (B A AR (0 10 R JI &
FRSHERLET) (BRDARR : 407)
2216% 8 - RZTE-_RAF+=A
=+—H8  BIABROHNMSHRERS
RARBS0T (ZE_mE : ARK
3.427) C RBFIBRGHEENAFE
A A R 1979,034,0007T (— & — U 4 :
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(continued) (#)

20

INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

Interests in associates (Continued)

Notes: (Continued)

(d)

In July 2022, the Group entered into an agreement with certain
independent third parties in relation to the establishment and
management of & & M ZE . & & HZ M is principally engaged in the
trading of natural gas in the PRC. Pursuant to the terms of the agreement,
the initial total capital contribution is RMB50,000,000 (equivalent to
approximately HK$58,500,000), out of which RMB5,000,000 (equivalent
to approximately HK$5,850,000) was contributed by the Group and
accounted for 10% of equity interests in & & & Z= A . Considered the
fact that the Group has the ability to appoint one director to the Board
of directors of 2 & & Z& 1, the Group considered to have significant
influence over this investment and the investment was classified as an
associate of the Group.

Apart from Shandong Shengli, which is listed on Shenzhen Stock
Exchange, all the associates are unlisted limited liability companies.

In April 2025, the Group disposed of = P55 3 5 2= 6L JR B R A 7,
at RMB29,000,000, equivalent to HK$30,987,000 and recognised the
disposal gains included in “other gains/(losses), net” of HK$13,322,000.
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A B TS R R MY EE

(continued) (#)

20 INVESTMENTS ACCOUNTED FOR USING THE 20 ERAEREARZKRE (&)

EQUITY METHOD (Continued)

Interests in associates (Continued) REBEQRTER (&

() = B X & R f#% & and Shandong Shengli are considered () BEEBERAAZBELBAKM® DB
individually material to the Group. The aggregated financial WRAHEEAEFERER -
performance for associates which accounted for using the equity AEREARAEZ QA E& M
method was as follows: FREEMT -

ERRARRE Shandong Shengli
BRR G

31 December 31 December 31 December 31 December

2025 2024 2025 2024

“ECRE it S 13 “ECRE e S 13

+tZA=1-H t-A=1+-H +ZA=1-H +-A=1+-H

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

THr THL TER THr

Current assets RHEE 682,311 561,769 1,964,417 2,245,135

Non-current assets FRBEE 4,602,503 4,426,602 4,958,583 4,800,734

Current liabilities e ke (220,600) (251,351) (2,741,221) (2,952,876)

Non-current liabilities FRBEE (2,570,963) (2,524,242) (422,433) (587,604)

Non-controlling interests FrRER — = (363,365) (369,871)
Net assets attributable to owners of the ~ BRAAEAAELEE RS

holding company 2,493,251 2,212,778 3,389,981 3,135,518

Group's share of net assets EENMEETE 249,325 221,78 751,220 694,831

Goodwill HBE — — 490,250 453,602

Less: Impairment W RE - - (53,348) (53,348)

Carrying amount FEE 249,325 221,278 1,188,122 1,095,085

Revenue 1 521,956 248,605 4,498,316 4,606,146

Profits/(loss) for the year ERNEFH/ (BB 114,646 96,564 168,237 127,793

Other comprehensive income LR 112,302 (82,577) 152,290 (194,663)

Total comprehensive income 2ENEEE 226,948 13,987 320,527 (66,870)
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RS B IS AR Y R

(continued) (#)

20 INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

Interests in associates (Continued)

(i) In addition to the interests in associates disclosed above, the
Group also has interests in a number of individually immaterial
associates that are accounted for using the equity method.

20 EREREARZKRE (&)

REE RN TS (F)

() B kB TR 0 A RS
EENEEETFANEEALE
DEM R - BB E D TR

N
2025 2024
—E_FRE —E-mE
HK$'000 HK$'000
FET FAT
Aggregate carrying amount of individually 1IE|J3F§X N A
immaterial associates 161,311 180,297
Aggregate amounts of the Group’s share of:  £%& E’Wﬁ%ﬁ/m\*
Losses for the year (262) (11,973)
Other comprehensive income 7,740 (6,773)
Total comprehensive income 2HEKEREE 7,478 (18,746)

Save as disclosed above, there are no other material
commitments or contingent liabilities relating to the Group’s

interests in associates.
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A B TS R R MY EE

(continued) (#)

20 INVESTMENTS ACCOUNTED FOR USING THE 20 EREREARZRE (&)
EQUITY METHOD (Continued)
Interest in a joint venture EeELEPWER
Nature of investment in a joint venture, which is an unlisted limited R-ZE-_RAF+-_A=+—H &3
liability company, as at 31 December 2025: EHERBEAFEEEEMNKRENE -
Percentage of
Registered Country of interest held
Name capital establishment Principal Activities indirectly
EiESsEES
£ = & A< BRI ZBER FTEEK Bkt
IWFEE SR REpc AR AF RMB PRC Trading of coalbed methane 35%
WA EEERBEERART AR B HERER 35%
The joint venture is currently considered not material to the Group and ZAEERPEBRWEAHEEmMS T
is accounted for using the equity method: BER BAEREREAR:
2025 2024
—EB-HEF —E-NF
HK$'000 HK$'000
THER FHET
Carrying amount of the joint venture aETEEREER 124 =
The Group's share of: SEMMHE
Profit for the year F N A 120 —
Other comprehensive income HEihz2mkas 4 —
Total comprehensive profit 2 TH = ) 4258 124 —
On the 31 December 2025, the cumulatively unrecognized share of RZZE_RAF+_A=+—H " R&
losses of joint venture is HK$12,244,000 (2024: HK$12,364,000). REER D6 A & X B 18 /12,244,000
B (ZZEZMF : 12,364,000/ 7T) °
There are no material commitments or contingent liabilities relating to MEAEERGECENEREENE
the Group's interest in the joint venture. RAEEXIABE °
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RS B IS AR Y R

(continued) (#)

21 FINANCIAL ASSETS AT FAIR VALUE THROUGH 21 BAFEFTAEMEZEEEZ

OTHER COMPREHENSIVE INCOME

(i) Classification of financial assets at fair value through other
comprehensive income

Financial assets at fair value through other comprehensive
income comprise:

o Equity securities which are not held for trading, and which
the Group has irrevocably elected at initial recognition to
recognise in this category. These are strategic investments
and the Group considers this classification to be more
relevant.

o Debt securities where the contractual cash flows are solely
principal and interest and the objective of the Group’s
business model is achieved both by collecting contractual
cash flows and selling financial assets.

(ii)  Equity investments at fair value through other
comprehensive income

Equity investments at fair value through other comprehensive
income comprise the following investments:

TRMEE

() EAFESFARMEEKZZEH
BEZDHE

BAFEFAHEMCEZEARE S
MEEERE

e UWHRRFEENRAES
REBE R T ERE DA
B R A E R R R A
BMRORAES - ZFEF
REBKRE  BEERRL
DHREHEREN -

s ANBREREBABE/IMNA
ERFEMEBES - BE
BEBEANHEFTRAKIRE
HWReERERHESZREE
MAAER °

(i) TEAFEFARMEERKREZERA
RE

BRAFEFAEMEE RS Z K
EREBEATRE :

31 December 31 December
2025 2024
—E-HEF —ETF
+=A=+-R +=A=+-8
HK$’000 HK$'000
THET FHET

Equity securities: fRAFE 5 :
— listed in Hong Kong — EBEAL™ 23,500 37,518
— listed outside Hong Kong — EBEABAINET 75,531 64,464
99,031 101,982

On disposal of these equity securities, any related balance within
other reserves is reclassified to retained earnings.
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21

22

FINANCIAL ASSETS AT FAIR VALUE THROUGH

Notes to the Consolidated Financial Statements

OTHER COMPREHENSIVE INCOME (Continued)

(iii)

Debt investments at fair value through other
comprehensive income

Debt investments at fair value through other comprehensive
income comprise the following investments in listed and unlisted
bonds:

AW HRRMEE

(continued) (#)

21 BAVEFAHMEEREZ

TRMEE (&

(i) TEAFEFARMEEKEZEH

RE

BAFEFAEMCE2ZAKRSE ZE
BREBHEATRETRAR LD
BHEZBRE

31 December 31 December
2025 2024
—E-RE —E_NF
+=A=+-R +=A=+-H8
HK$’000 HK$'000
FE T FHET

Debt securities: ERES
— listed in Hong Kong — EBEA LM 16,579 21,148
— listed outside Hong Kong — EFBAN LT 54,498 54,602
— unlisted —KEm 450 450
71,527 76,200

On disposal of these debt investments, any related balance
within the fair value through other comprehensive income
reserve is reclassified to profit or loss.

RHEHEREEBRER  BAYT
Bt AEMEZEKREFHERNZE
MEHEGEHREFDBERS -

INVENTORIES 22 FE
31 December 31 December
2025 2024
—E-RE —E-F
+=ZHA=+-—H +=ZA=+—8H
HK$’000 HK$'000
FHET FHET
Raw materials R AT # 77,080 89,166
Work-in-progress TR m 104,290 130,449
Finished goods and natural gas 2K dn RRAR 43,545 74,102
224,915 293,717
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RS B IS AR Y R

(continued) (#)

23 CONTRACT ASSETS, DEPOSITS, TRADE AND 23 BHEE - & F BEZRH
OTHER RECEIVABLES fth FE U 7R 18
31 December 31 December
2025 2024
—E-FHEF —E-mMEF
+=A=+—H +=—A=+—H
HK$'000 HK$'000
FET FET
Trade receivables (Notes (a) and (b)) B 5 W FRIA
(P 5% (a) K2 (b)) 726,303 698,767
Less: Loss allowance o BIERE (60,683) (23,056)
Trade receivables, net B S EWIA 665,620 675,711
Contract assets (Notes (a) and (c)) AHEE (M&E@) &) 223,828 337,302
Less: Loss allowance B EIERE (4,223) (4,223)
Contract assets, net BHEEFE 219,605 333,079
Loans receivable from an associate (Note 3.2b(ii)) FEWEEE AR E X
(Pt #£3.2b(ii)) 1,525,760 1,453,557
Less: Loss allowance B BIERE (340,999) (325,893)
1,184,761 1,127,664
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A B TS R R MY EE

(continued) (#)

BHEE  BE - EZRHE
ftb U TRIR (4

23 CONTRACT ASSETS, DEPOSITS, TRADE AND 23
OTHER RECEIVABLES (Continued)

31 December 31 December

2025 2024

—E-HEF —E-F

+=—A=+-—-8 +=-—A=+—8

HK$°000 HK$'000

F#&xT FHET

Receivables under finance leases Bt EFEIE T EWFKIA 88,026 95,159
Other interest receivables H {th JjE e F1) B 3,647 3,570
Note receivables e E & 18,804 31,095
Other tax receivables H AT 4 [ £ 18 70,886 63,219
Other receivables Hfh fE W RIB 231,335 160,278
Less: Loss allowance W R (76,037) (68,611)
Deposits and other receivables, net Be REMEWRRIEFE 336,661 284,710
Prepaid construction costs TE TR A AN 84,070 81,503
Prepayment for acquisition of land use rights Ui B + b 5P A RE TE A SRR 94,531 56,585
Prepaid natural gas costs TERT RA R A 663,885 440,165
Prepaid material and equipment costs TR A R 3R B AN 47,419 60,056
Other prepayments H b T8 5RR 22,213 43,542
912,118 681,851
Less: Non-current portion B FEMENER > (1,289,108) (1,234,929)
Current portion Mk 2,029,657 1,868,086
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(FE B IS IR R MY

(continued)

(%)

23 CONTRACT ASSETS, DEPOSITS, TRADE AND
OTHER RECEIVABLES (Continued)

Notes:

(a

Accounting policies of trade and other receivables

Trade receivables are amounts due from customers for goods sold or
services performed in the ordinary course of business. They are generally
due for settlement within 30 days and therefore all classified as current.
Trade receivables are recognised initially at the amount of consideration
that is unconditional, unless they contain significant financing
components, when they are recognised at fair value. The group holds
the trade receivables with the objective of collecting the contractual cash
flows and therefore measures them subsequently at amortised cost using
the effective interest method.

The Group applies the HKFRS 9 simplified approach to measuring
expected credit losses which uses a lifetime expected loss allowance
for all trade receivables and contract assets. Information about the
impairment of trade receivables and contract assets, and the Group's
exposure to credit risk and risk management can be found in Note 3.2(b)

(iv).

BREE - % - EF5KH
fib UK IR (%)

Wi

(a)

B REMERFAZEFTRE

BORBERBLSREREBRREFRE
EHERIREHREERES ZHE -
ZEFRE RN NEBHEE - B
EBLIBARY o BHEKFIRD
FREGHRESHEER  EZEEE
EEABERDFE - RAFEETHE
R RERBFEIREREANENZ
WHMEHNBRSRE r ARREEAR
B A SROR IR H SR A FT 8 EUWURK -

SERRBEMBEREENFNE
LR % ERBEERR  AMEE
SERBKERAGHEEERZHES
BEREE  FHESZEERENGD
EENREER  UELEEEERNE
AREMEREEES @ H2HME

3.2(b)(iv) °
The Group allows an average credit period ranging from 60 to 90 by EBHTEEBIEFPZTHEEHN
days to its trade customers and keeps monitoring its outstanding F60E0R 2 M © W B TETEIEE
trade receivables. Overdue balances are regularly reviewed by senior REEZEZENFRE SEIRE
management of the Group. BETHEHAAREZER
The ageing analysis of gross trade receivables based on invoice date is as BEERAHNZE S EKRELE
follows: BRESTAOT :
31 December 31 December
2025 2024
—EBC-HF —ToNF
+=A=+-—H +=—A=+—AH
HK$000 HK$'000
FTHET FHT
Up to 3 months ={ERALAA 310,570 309,474
3 to 6 months =EAZERMEA 25,378 73,726
Over 6 months NMERA L 390,355 315,567
Total 45T 726,303 698,767
ECL of the loans receivable from Sino Director Group is detailed in Note F& Yt Sino Director R BIE X TEHAE &
3.2(b)(i). &5 18 7 15 #U R MY R 3.2(b)G)
The contract assets primarily relate to the Group’s rights to consideration (0 EREAEXZEHSFERAHZEALE

for gas pipeline construction and connection services completed but
not billed at the reporting date. The contract assets are transferred to
receivables when the rights become unconditional.
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A B TS R R MY EE

(continued) (#)

24 TIME DEPOSITS, BANK BALANCES AND CASH 24 EHIER » SBTEREES
31 December 31 December

2025 2024

—E-HF =Sl Vit S

+=A=+—H +=-—A=+—8

HK$'000 HK$'000

FET FAET

Time deposits with maturity over three months FHB A=A N LK

E R 2,933,828 1,782,324

Cash and cash equivalents RekHeEEER

— Cash at banks and on hand — RITHRELFERE 2,137,051 2,565,505
The interest rates for short-term bank deposits ranged from 0.9% to 52 EIR 1T 17 A F 7 X /50.9% £6.65%
6.65% (2024: 2% to 3.6%) per annum. (ZZEZHF : 2% %£3.6%) °
Included in bank deposits, bank balances and cash are amounts of RITFER - ROTEBKRBSLEFHRR
approximately HK$4,920,230,000 or RMB4,432,641,000 (2024: FEAMRITOAARETENSEL
HK$4,165,320,000 or RMB3,929,547,000) denominated in RMB which 4,920,230,0007% 7T 3k A X #54,432,641,000
are deposited with banks in Mainland China. The conversion of these T (ZZ Z 4 : 4,165,320,00078 T3k A
RMB denominated balances into foreign currencies and the remittance R #3,929,547,0007T) ° #Z 5 A R E
of funds out of Mainland China is subject to the rules and regulations B4 88 H R NS I (¢ B A b FE 1 B
of foreign exchange control promulgated by the PRC Government. SABETHRERNBEMAOIINEERRE

HIE
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(continued) (#)

25 TRADE AND OTHER PAYABLES 25 B RHEMEMNRIE

31 December 31 December
2025 2024
—E-AHF —EmF
+t=HA=+-—-H +=-R=+-—8H
HK$'000 HK$'000
FHET FHT
Trade payables (Note (a)) Z 5 rE 5E (i) 421,753 330,350
Construction cost payables FE TR SR AR 812,537 612,134
Interest payable FEATF S = —
Salaries payables ENE T 58,228 51,039
Other tax payables H A TRIA 121,472 66,595
Note payables ENEE 15,197 —
Other payables and accruals Hih RN RIBREGER 401,839 359,688
Asset retirement obligation & REE AR 2,630 2,516
1,833,656 1,422,322

(@)  The ageing analysis of trade payables based on invoice date is as (@ WREBZEHNESHREMNFIEAZ

follows: R -

31 December 31 December

2025 2024

—E-RHEF —E-PFE

t=A=t-B +t=-A=+-"

HK$'000 HK$'000

THERT FHET

Up to 3 months =@ AR 329,724 197,927
3 to 6 months =@EA=NEA 14,359 85,464
Over 6 months 7~ME R A £ 77,670 46,959
Total Bt 421,753 330,350
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

(continued) (#)

26 CONTRACT LIABILITIES 26 SHERE
31 December 31 December
2025 2024
il 3 —EopmF
t=A=+-H +=RA=+-A
HK$'000 HK$'000
TER FHT
Receipt in advance for sales of natural gas and SHERAR K& EH AR
other related products EmZ BRFIE 2,070,215 2,226,756
Receipt in advance for construction and connection ~ MREBREERZEERE 2
services of gas pipelines B IR 258,777 362,724
Receipt in advance for sales of coal derived clean and $HE&EREERZR HiBHEERZ
other related products TR E 21,452 141,874
2,350,444 2,731,354
(a)  The contract liabilities primarily relate to the payments received (a) AREBEFZHHERBXERARK
in advance for sales and distribution of natural gas and other Hit A ERUREARARNTERZ
related products and construction and connection services of gas MREBERERERRE 2B WA
pipelines not yet delivered to customers. FIBEH -
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RS B IS AR Y R

(continued) (#)

26 CONTRACT LIABILITIES (Continued) EHEE (&)

(b) Revenue recognised in relation to contract liabilities (b)

The following table shows how much of the revenue recognised
in the current year relates to carried-forward contract liabilities.

BE

H>

HNEEEENCHERNKE

TRITRAFELEZBEENA
(Rl E’JEEEWHME SH -

2025 2024
ZE-REF —ZopuE
HK$’000 HK$'000
FET FAT
Revenue recognised that was included E#Hi AGHEBEHHN
in the contract liability balance at the E®RRWA
beginning of the year
Sales and distribution of natural gas and ~ $4%& M & X KRR KL
other related products Efh i Em 2,054,364 2,139,224
Gas pipeline construction and connection KA & 38 12 & N 1% B IR
services 74,892 77,156
Production and sales of coal derived clean 4E MIHEREEZER L
energy and other related products H AR E 95,033 12,598

There is no revenue recognised during the current year related to
performance obligations that were satisfied in prior year.

(c) Unsatisfied contracts with customers ()

The Group has applied the practical expedient of HKFRS 15 to
its fixed-price construction and connection contracts, as well
as sales and distribution of natural gas and other products
contracts, such that the information about revenue that the
Group will be entitled to when it satisfied the remaining
performance obligations under those contracts that had an
original expected duration of one year or less is not disclosed.
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A B TS R R MY EE

(continued) (#)

27 BORROWINGS 27 B
31 December 31 December
2025 2024
TBCEHF —EF
+=H=+—~H +=-—A=+—-H
HK$'000 HK$'000
FH&T THT

Bank borrowings, secured RITIEFK - B 519,751 274,222

Bank borrowings, unsecured RITIE K - EIK A 5,698,912 4,752,065

Other borrowings, unsecured H A&k - EE A 444,000 636,000

6,662,663 5,662,287

Less: amounts due within one year classified W DEARBEE

under current liabilities R—F NEIH 2 508 (1,512,617) (1,079,502)

Non-current portion EMENEL S 5,150,046 4,582,785

Note: Btk -

(i) As at 31 December 2025, certain investment properties (Note 18), land- (i) R-_ETE-_AF+-_A=+—8  &F
use rights (recognised in right-of-use assets) (Note 16) and investment in HEEFEE (M:E18) ~ THifE A
an associate (Note 20) were pledged as collateral for the Group'’s bank (REREEERR) (ME16) KK —
borrowing of HK$207,136,000 (2024: HK$214,120,000). fEE A RMIRE (M20) BHEME

5% B R 1718 207,136,000/ 7T (—F
— P94 : 214,120,000/ 70) KR -
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(continued) (#)

27 BORROWINGS (Continued) 27 fBFK (&
The carrying amounts of the borrowings are denominated in the BROEABENRATIEEASE - LN
following currencies and carried at the following interest rates: T 5 F X 5 Bk
31 December 31 December
2025 2024
ZEC-hHF —TomE
+=A=t+—H +=—A=+—H”H
HK$'000 HK$'000
FHET FHT
RMB AR 4,031,612 3,068,733
CAD iz 199,634 168,710
usD ETT 2,431,417 2,424,844
6,662,663 5,662,287
At fixed rates RE L 5,088,984 1,521,942
At floating rates b QN 1,573,679 4,140,345
6,662,663 5,662,287
Weighted average effective interest rates MEFHERME (BF) :
(per annum):
— Bank borrowings — RITIERK 4.6% 5.3%
— Other borrowings — HAbfE % 2.4% 2.8%
28 SENIOR NOTES 28 BARE
31 December 31 December
2025 2024
—E-REF —EpUE
+=BA=+—~H +=—A=+—8~
HK$'000 HK$'000
FHET FAIT
US$ denominated senior notes NETHENEBERZR 2,632,710 2,879,980
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Notes to the Consolidated Financial Statements

SENIOR NOTES (Continued)

On 23 June 2021, the Company issued senior notes, with an aggregate
nominal value of US$400,000,000 (equivalent to HK$3,100,000,000)
at par value (the “Senior Notes C"), which bear interest at 4.7%
per annum and the interest is payable semi-annually in arrears. The
net proceeds after deducting the direct issuance costs, amounted to
approximately US$398,782,000 (equivalent to HK$3,090,561,000).
The Senior Note C will mature on 30 June 2026 and are listed on the
Singapore Stock Exchange.

In January and February 2026, the Group successfully issued a new
tranche of senior notes with principal amount of US$300 million and
used net proceeds raised to redeem Senior Note C with principal
amount of US$272 million. Further details are set out in the Company's
announcements dated 27 January and 4 and 5 February 2026.

DEFERRED INCOME TAX

Deferred income tax is calculated in full on temporary differences
under the liability method using the tax rates enacted or substantively
enacted by the statement of financial position date.

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 related to the same
fiscal authority.

28

28

AW HRRMEE

(continued) (#)

BREE (&
E/\\\:7— ¢/\ﬂ + H -

1T # T & £400,000,000% 7T (H &
3,100,000,000/8 7t) WE L ZE ([E %

BECl)  BREFLITI%FAERENEE
FEXN -  HBEEEBETERRZM

15 3B ¥ %8 5 #9398,782,0003k 7T (HE5E
EA3090561OOO}|177:) BEEECH
R-ZEZARNFENA=Z+TBREBERFM
Bzm}% ZHFT LT o

RZZEZX"FE—AKRZ-A  £SBKY
BIT—ELReTRIBEETLHNTEL
Zg . WHAEENERBFHEE
QAL ELEAE2NEZTHELREZEC -
E—SHBHERARNBHEAE T - &
—A-Z++tBUR_AMNBREREEHR

=

IESE P 1S B1

BEREFMBHRIYRBEABEEEBUH BRI
RAMEHEMREE L BHENB X

ERMEEZR2RAE -
EEEAEARTEMNASERRBEE
HEMHMBAGEE  MEEFREHR

BRRA—BRER
EREEHEBEERE -

81 7T 5 48 5E A

31 December 31 December

2025 2024
—E-RF —EJNF
+=A=+—H +=—A=+—H
HK$'000 HK$'000
FET FHET
Deferred tax assets RETRIBE E (44,328) (44,865)
Deferred tax liabilities RIEFIE G E 412,881 390,726
368,553 345,861
FHRREBERAQ T
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(continued) (#)

29 DEFERRED INCOME TAX (Continued)

The components of deferred tax (assets)/liabilities recognised in the
consolidated statement of financial position and the movements during

the year are as follows:

2

29 EFEFTER (&)

REAMBRARNKRERZBELEHA (B
E) BENEAKSS RFERESHIT ¢

Accelerated
tax
depreciation Asset
and retirement
depletion obligation Tax losses Others Total
NERENE
RkB#  EEREAE REER A @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T T ThL T
Balance at 1 January 2024 R-Z-mE-F-AMEH 405,686 (34,698) (74,541) 85,696 38,143
Charged{credited) to profit or loss (Note 12) BEHENR/ GIA) (H12) 2,754 (1,14 1927 (671) 16,868
Currency translation difference ERER (34,884) 3,45 10,644 (32,155) (53,150)
Balance at 31 December 2024 RZB-ME+-A=1t-BRLH 393,556 (38,595) (61,970) 52,810 345,861
Balance at 1 January 2025 RZZ-HF-A-AMkH 393,556 (38,595) (61,970) 52,870 345,861
Charged to profit or loss (Note 12) ER&ME (FiH2) 670 2,628 1,685 1,761 6,744
Currency translation difference ERER 19,653 (1,879) (3,056) 1,230 15,948
Balance at 31 December 2025 RIZZHETZAZT-HRES 413,879 (37,840) (63,341) 55,861 368,553

Deferred income tax assets are recognised for tax loss carry-forwards
to the extent that the realisation of the related tax benefit through
future taxable profits is probable. As at 31 December 2025, the Group
had unrecognised deferred tax assets for its tax losses of approximately
HK$51,750,000 (2024: HK$51,890,000) to carry forward against
future taxable income. All the tax losses will be expired within the next

5 years.
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(continued) (#)

30 ASSETS RETIREMENT OBLIGATION 30 EEMEBEAIE
The movements in assets retirement obligation are as below: BEREBEAEZZHOT -
2025 2024
—EB-hHEF —E U
HK$'000 HK$'000
FET FAT
At 1 January R—H—H 175,642 150,854
Currency realignment B 8,603 (14,574)
Accretion (Note 9) NN (B EE9) 6,025 4,721
Site restoration expenditure THh 1B (4,746) (7,792)
Change in estimates and discount rate CRPEEEES ) (18,705) 38,526
Provision for the year FAEE 5,943 3,907
At 31 December R+=A=+-8 172,762 175,642
Less: Current portion (Note 25) B mENEE S (M EE25) (2,630) (2,516)
Non-current portion MBI S 170,132 173,126
Note: T
In accordance with the relevant rules and regulations in Canada, the Group is BIEMEXEBEBAUNRER - SEEEMER
obliged to accrue the cost for land reclamation and site closures for the Group’s EERABRRAREE (BREAFEER
ownership interest in oil and natural gas assets including well sites and gathering A MR ERRERS X ARA -
systems. The provision for assets retirement obligation has been determined by BAEERBEAENREBECAEETURERE
the directors based on their best estimates in accordance with the relevant rules HEREWBEAEBERNREREE

and regulations.
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(continued) (#)

31 SHARE CAPITAL, RESERVES, SHARE OPTION 31 B - f#fE - BREERRO
AND SHARE AWARD SCHEMES REETE
(@) Share capital (@) A&
Number
of shares Amount
B & B &8
‘000 HK$'000
F i FERT
Ordinary shares of HK$0.01 each FRR0.01B T 2 E AR
Authorised shares EERD
At 1 January 2024, 31 December 2024, E’\fgfﬂi A—8-
1 January 2025 and 31 December 2025 —E-@WEE+=ZA=+—8"
—T-AF-HA—HE
—ET-RAF+=-A=+—H 125,000,000 1,250,000
Issued and fully paid B EITREE
At 31 December 2024, RZTB_ME+—A=+—0H"
1 January 2025 _7_3’i¢ A—BAK
and 31 December 2025 —E-RF+=-RA=+—8 5,636,804 56,368
(b) Reserves (b) f&E
Other reserves mainly comprise contribution surplus amounting HMFEFITEBEHARK

1,397,701,000/8 7t (ZZ W &F :
M R) & = & % 177,015,000

to HK$1,397,701,000 (2024: same) and revaluation reserves
amounting to HK$177,015,000 (deficit) (2024: HK$179,138,000

(deficit)). B oo (B A (ZF =M F:
179,138,000 7T (& 4t) ) -
() Contribution surplus (i)  HARE

BABBESER-NANZ=
FREAMEBHRBARZ

Contribution surplus represents excess of the net assets
value of the subsidiaries acquired pursuant to the Group's

(ir)

reorganisation in 1993 over the nominal value of the

BEFEBLARRKEM

Company's shares issued in exchange thereof. Under BITRHOcEBEZEHE - R
the Companies Act of Bermuda 1981 (as amended), the B—NAN—FBREAAE
contribution surplus is distributable to the shareholders (f AIARN)  BABBERT

in certain circumstances which the Company is able to
satisfy.

Revaluation reserve

Revaluation reserve comprises the cumulative net
changes in the fair value of financial assets at FVOCI
and is recognised and measured in accordance with the
accounting policy in Note 39(g).
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(continued) (#)

31 SHARE CAPITAL, SHARE OPTION AND SHARE 31 BA - BRERRKRGRE

AWARD SCHEMES (Continued) gl (&

()  Share option scheme () EBRAEE
The Company adopted a share option scheme pursuant to a NEBRBERRER T ——F+—
resolution passed by the shareholders on 23 November 2011 AZT=ZBRBNRERKPR
(“the Original Share Option Scheme”), which was valid and — IR ER S ([RERE
effective for a period of 10 years from the date of adoption and 2l]) - ZEtE BERMBE &t
expired on 23 November 2021. As at 31 December 2025, there TERABRERER IR ZF
were 85,020,000 (2024: same) outstanding options granted but Z—F+—A=+=HE®m - R»
yet to be exercised. These options are valid for ten years from —E_RAF¥E+-_A=+—H " A
the date of grant on 22 January 2016 and will expire on 22 85,020,0001p (= T Z W % : @)
January 2026. EREBEEmMRITENBERKRE -

ZEBEREB T - RNF—H
“t-HROEBHMEFTFA
B WHERZFTZA~F—A

—+tZBEm -
() The number and weighted average exercise prices of the () FERENEER IIEFETTE
share options are as follows: BT -
2025 2024
—E_RE —E_ME
Exercise Number Exercise Number
price of option price of option
TEE BEREHE 1f8 8 EREZE
HK$ ‘000 HK$ ‘000
BT T4 BT T
Outstanding at 1 Januaryand R—A—H XK
31 December +-A=+—H

W ARAT 0.46 85,020 0.46 85,020
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(continued) (#)

31 SHARE CAPITAL, SHARE OPTION AND SHARE 31 BA - BRERRKRMDREE
AWARD SCHEMES (Continued) 2| (&)
() Share option scheme (Continued) (o) HBRRFESTE (&)
(i) The following table discloses details of the Company’s (i) TEXFEEEER -—FT_-AF
share options held by employees as at 31 December 2025: + A=+ —HF R AR R E
ZHE -
Exercise Outstanding at
price per 31 December
Date of grant share Exercise period 2025
R-ZE-RF
+=A=+—H
& B BRITFEE TESH i RITE
HK$
BT
Employees 22 January 2016 0.46 22 January 2018 to 21 January 2026 16,560
== —E-RE 046 —ZE-—N\FE—-—A=Z+=ZH=E 16,560
—HAZ+=H —E-RF¥—HA=+—H
22 January 2016 0.46 22 January 2019 to 21 January 2026 30,000
—E-RE 0.46 —NWF—A=-+=RH= 30,000
—A=+=H —ZEZRF—A=Z+—H
22 January 2016 0.46 22 January 2020 to 21 January 2026 40,000
—E—RF 046 —ET-_TF—A-+=-H=ZE 40,000
—A=-+=H —E-RE—A=-+—H
Total
et 85,020

The fair value of the options granted in 2016 FRA-EAHEEERER
determined using the binomial option pricing model was RITE—RNERHAERE
approximately HK$0.127, HK$0.148 and HK$0.171 per EEERXATFEDNNE
share respectively. The significant inputs into the model f%0.1277% JT - 0.1487% 7T &

were share price of HK$0.455 as at the grant date,
exercise price as shown above, volatility of 40.99%,
40.97% and 42.56%, expected life of options of seven
and six years, and annual risk-free interest rate of 0.993%,
1.056% and 1.184% respectively. The volatility measured
at the standard deviation of expected share price returns
is based on the historical volatility of the Company’s share
price over a period of eight, seven and six years before the
date when the options were granted.
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31 SHARE CAPITAL, SHARE OPTION AND SHARE
AWARD SCHEMES (Continued)

(9]

Share option scheme (Continued)

Following the expiry of the Original Share Option Scheme, the
Company adopted a new share option scheme pursuant to
a resolution passed by the shareholder at the annual general
meeting on 15 June 2023 (“the New Share Option Scheme”),
which was valid and effective for a period of 10 years from the
date of adoption.

Under the New Share Option Scheme, the Board may at its
discretion offer options to any eligible participant to any eligible
participant who is an employee, executive or officer of the
Company or its subsidiaries.

The maximum number of shares which may be issued in respect
of all options and awards to be granted under the New Share
Option Scheme or any other schemes, including the new share
award scheme adopted at the same meeting (note (d) in this
note), must not in aggregate exceed 10% of the share of the
Company in issued as at the adoption date (i.e. 15 June 2023).

The maximum entitlement of each eligible participant in any
12-month period shall not exceed 1% of the number of shares
in issue on the date of offer of an option.

The offer of a grant of options may be accepted within 21 days
after the date of the offer, with a consideration of HK$1 for the
grant thereof. Exercise period in respect of the options granted
shall be determined by the Board and in any event such period
of time shall not exceed a period of 10 years commencing the
date upon which such option is deemed to be granted and
accepted.
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(continued) (#)

31 SHARE CAPITAL, SHARE OPTION AND SHARE
AWARD SCHEMES (Continued)

(0

(d)

Share option scheme (Continued)

The exercise price in relation to each option offered to an
eligible participant under the New Share Option Scheme shall
be determined by the Board at its absolute discretion but in
any event shall not be less than the highest of: (a) the official
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet on the date of grant, which must be a business
day; and (b) the average closing price of the shares as stated in
the daily quotation sheets for the five business days immediately
preceding the date of grant of an option.

No share options were granted to employees for the year ended
31 December 2025.

Share award scheme

On 4 November 2011, the Board approved the adoption of a
share award scheme (“the “Original Share Award Scheme”)
with the objective to recognise the contributions by eligible
employees within the Group and give incentives in order to
retain them for their continuing operation and development
and to attract suitable personnel for further development of the
Group. The Original Share Award Scheme was effective from
the date of adoption on 4 November 2011 and expired on 4
November 2021 accordingly.

Following the expiry of the Original Share Award Scheme, the
Company adopted a new share award scheme pursuant to
a resolution passed by the shareholder at the annual general
meeting on 15 June 2023 (“the New Share Award Scheme”),
which was valid and effective for a period of 10 years from the
date of adoption.

164 CHINAOIL AND GAS GROUPLIMITED Annual Report 2025

31

BRA - BIRERRGRBE
2 (&)

(9]

(d)

BRERTE (H)

EEZREZENBIRRENERE
FEIRETARERZEEZEND
BREETITEE  HEEETMS
MATZEBAIGERATZRS
F@QBEHER (WEAREEH)
R ERRERAIZ
EXEHE: RORZERLEBR
EEHAMAEEEEE  SE®ME
Rz B FHRTIE -

HE-_Z-_AF+=-RAR=+—H
IHFE - BEREERHBE -

BR 10 2R Bt &

R—ZF——F+—AWA - EF
BEH RS — A RE 3
(TRBx D 2Rt &) ) 1F /5 2R A
FAEESEBEEZER B
SERBECERERRYEB AR
BRE  AEEE-—FERLWD
BEAT - BRI REE AR
MEH—_ZT——F+—-AWBEE
AR YHER -_T-—F+—
AR E® °

RERRGREEERE - A8
BERER-_ZE-_=F~A+H
BEREBFASLEBAMNRER
s i s E st 2 ([ A% (n 48
BErEl)) c BERMBEREITF
AR ER o



Notes to the Consolidated Financial Statements

31 SHARE CAPITAL, SHARE OPTION AND SHARE
AWARD SCHEMES (Continued)

(d)

Share award scheme (Continued)

Under the New Share Award Scheme, the Board may at its
discretion grant an award to any eligible participants who is
an employee or officer of the Company or its subsidiaries after
taking into account various factors as they deem appropriate
for participation and determine the number of shares to
be awarded, at nil consideration. Award to a director, chief
executive or substantial shareholder of the Company, or any of
their respective associates, under the New Share Award Scheme
must be approved by the independent non-executive directors,
except when any such grant of awards would result in the shares
issued and to be issued in respect of all awards granted to such
person in the 12-month period up to and including the date of
such grant, representing in aggregate over 1 % of the relevant
class of shares of the Company in issue, in such case approval
from shareholder in general meeting is required.

The maximum number of shares which may be issued in respect
of all options and awards granted under all the schemes
(including under the New Share Award Scheme and the New
Share Option Scheme) shall not in aggregate exceeds 10%
of the issued share capital of the Company as at the date of
adoption (i.e. 15 June 2023).
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(continued) (#)

31 SHARE CAPITAL, SHARE OPTION AND SHARE
AWARD SCHEMES (Continued)

(d) Share award scheme (Continued)

The Trustee appointed for the sole purpose of holding the
shares underlying awards issued on trust for eligible participants
pursuant to the New Share Award Scheme shall hold the shares
until they are vested (Note 35(c)). When the relevant eligible
grantee has satisfied all vesting conditions specified by the Board
at the time of making the award and becomes entitled to the
award shares, the Trustee shall transfer the legal and beneficial
ownership of such award shares to that grantee.

For awardees who cease employment with the Group before
vesting, the unvested shares are forfeited. The forfeited shares
are then returned to the Trustee.

No awards were granted to employees for the year ended 31
December 2025 (2024: same).
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(continued) (#)

32 CASH FLOW INFORMATION

Senior
Borrowings notes Leases Total
EES BERE e @it
HK$'000 HK$'000 HK$'000 HK$'000
T T T THIL
As at 31 December 2023 RZBZZ%
+-RA=+—H (4,712,331) (2,999,366) (39,512) (7,751,209)
Financing cash flows BERETE (1,046,043) 121,902 11,774 (912,367)
Interest expenses MEBA (20,001) (2,516) (1,591) (24,108)
Inception of lease contracts REESNHRE — - (8,817) (8,817)
Foreign exchange adjustments SNEFE 116,088 - 5,114 121,202
As at 31 December 2024 =% ¢
+ E+ (5,662,287) (2,879,980) (33,032) (8,575,299)
Financing cash flows BERERE (550,840) 397,696 18,178 (134,966)
Interest expenses MEBA (273,857) (146,461) (3,518) (423,836)
Inception of lease contracts REEANARE - - (42,362) (42,362)
Foreign exchange adjustments MERE (175,679) (3,965) (2,300) (181,944)
As at 31 December 2025 W-ZE-1&
+ZA=1+-H (6,662,663) (2,632,710) (63,034) (9,358,407)
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33

34

COMMITMENTS 33 &I
The Group had the following capital commitments outstanding not R ERARAEEUTREBEHN
provided for at the date of statement of financial position: ﬂi J?’Eﬁ B ARAEHE
31 December 31 December
2025 2024
—E-RE —ET-mE
+=A=+-—~H +=-A=+—~8
HK$'000 HK$'000
FTHERT FHT
Contracted but not provided for: TAVEARBAE -
Property, plant and equipment and Investment %% B k&R
accounted for using the equity method FREREARZKRE 13,178 30,263
In September 2022, the Group entered into an agreement with i __ijl A SEEETHEY
certain independent third parties in relation to the establishment E=-HENME - RBA Fﬁﬂi&
and management of 7§ % ¥ #& & J& . The Group is required to BAERKER - SEEAR-_ZF =
contribute RMB192,000,000 (equivalents to HK$211,200,000) in T F Bl A 78 4 ?’L 58 R B & Hﬂ N J/J\
kind to the registered capital of @ 2 # #% &t JR& before 2030. As at EMEEAR FHﬁ'§192,000,0007_5 (18 &
31 December 2025, the commitment outstanding not provided for is 7211,200,000% 7T) - R Z T = A F
RMB192,000,000 (equivalents to HK$211,200,000). +ZA=+—H HABEHNRE
% R A R #192,000,0007T (18 & 7
211,200,000/ 7T) °
RELATED PARTY TRANSACTIONS 34 BEEEARS

Parties are considered to be related if one party has the ability, directly
or indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common
control or common significant influence.
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34 RELATED PARTY TRANSACTIONS (Continued)

(a)

Save as disclosed elsewhere in these consolidated financial
statements, the directors are of the view that the following
individuals and companies are related parties who had
transactions with the Group during the years ended 31

December 2025 and 2024:

Name of the related parties

Principal business activities

AW HRRMEE

(continued) (#)

34 LR (&)

() BEEMBHREREMBOMKES
Hh 0 BERBRUATEARRRRR
BE_ZT_AFER-_FT_MF+-A
=t—RLFEREEEXHHME
VAl

Relationship with the Group

)R FTEEBTED HE BN EF
R A BE IR Trading of natural gas Associate
BB EEIR RXAREE /NG|
HEr LG Trading of natural gas Associate
HEr LR AAREE /NG|
s 7 AR 17 Trading of natural gas Associate
s I B A7 AAREE B N A
N R Trading of natural gas Associate
JEA N o o AAREE Bk & R A
BKE® Trading of natural gas Associate
EKE & AAREE NG
[ Trading of natural gas Associate
FAEH IR RKAREE /NG
Sino Director Limited Investment holding Associate
Sino Director Limited &R = /NS
Fs 7| I 19 Investment holding Associate
Fes 7| I 1 AR NG|
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(continued) (#&)

34 RELATED PARTY TRANSACTIONS (Continued) 34 B ARE (&
Name of the related parties Principal business activities Relationship with the Group
B Al HA FTEEBEH HEE @M EEF
Moral High Limited Investment holding Jointly controlled by Chairman of
(“Moral High”) the Board, Chief Executive Officer

of the Company, and controlling
shareholder of the Company and
Executive director of the Company

EEAERAR(ES]) REZEK HEFEREF  ARTBRAERLAF
ZARPIRER A R X Rl 1T 8 S LR
Sino Advance Holdings Limited Investment holding Controlled by Chairman of the
(”Sino Advance") Board, Chief Executive Officer of

the Company, and controlling
shareholder of the Company

Sino Advance Holdings Limited REER MEEREF  QARTHRAZ K AR
([Sino Advance]) 28 I8 S BR 4% il

Sino Vantage Management Limited Investment holding Controlled by Chairman of the
(“Sino Vantage”) Board, Chief Executive Officer of

the Company, and controlling
shareholder of the Company

Sino Vantage Management Limited REER HEEREF  ARTTHRAZ AR
([sino Vantage]) 2% [ A% 3R %

Alpha Finance Holdings Limited Investment holding Controlled by Chairman of the
(“Alpha Finance”) Board, Chief Executive Officer of

the Company, and controlling
shareholder of the Company

Alpha Finance Holdings Limited REER MEEREF  AFTHRAZK KA
(I'Alpha Finance ) 7 A% A% B 47 ]
Mr. Xu Tie-liang (“Mr. Xu") N/A Chairman of the Board, Chief

Executive Officer of the Company,
and controlling shareholder of the

Company
FFERR A (TRFEAED TiE A BERIF  ARTTHRAERKRDEIE
[ A% B
Ms. Guan Yijun N/A Executive director of the Company
HEE L+ TE R NARITESR
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34 RELATED PARTY TRANSACTIONS (Continued) 34 BBEAREG (&
(b) Transactions with related parties (b) EEEEEEFINRS
Save as disclosed elsewhere in these consolidated financial Brér & B SR H A 30 o P # 58
statements, the following transactions were undertaken by the B EEBEARAETUATR
Group with related parties: 2
2025 2024
—EBE_RE —E-NFE
HK$’000 HK$'000
FET FET
Sales and distribution of natural gas HE RBERARK
and other related products HMAEE®D
B EER B BER 83 6,625
s 7 AR 19 s A1 AR 19 44,992 44,585
N A N 4,767 64,987
FKE & FKE & — 3,636
iR 55 A= % 32,635 8
=PIk EE R =PI aE IR — 273
Loan interest income from Sino Director K B Sino Director Limitedf
Limited BRF B A 63,880 69,791
Financial guarantee income KB B AR 7Y
from B 7% {7 (Note 6) B IS E R WA (Fi5E6) — 205
Purchase of construction material for ) B F R ) B BE B 18
pipeline from B F % 15 MR (94,312) (123)
Purchase of natural gas HERAR
FKE & BKE R — (209,795)
iR il (39) =
Purchase of coal from Sino [[ISino Director Limited
Director Limited FRHE K (90,099) —

THRREEERAF
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(continued) (#)

34 RELATED PARTY TRANSACTIONS (Continued)

(c) Transactions with key management personnel

The directors of the Company are considered as key
management personnel of the Group. The remuneration of the
key management personnel is determined by the remuneration
committee having regard to the performance of individuals and
market trends. Details of the remuneration paid to them are set
out in Note 11.

(d) Balance with related parties
An amount of US$1,500,000, US$500,000 and US$1,000,000
of the US$400,000,000 4.7% senior notes of the Company

due 2026 is held through Moral High, Alpha Finance and Sino
Vantage respectively.
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(continued) (#)

35 TEMBLARAIRZTEFEEE
BB

35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES

(a) Details of the principal subsidiaries are as follows: (a) FEMBARFEBWT :

Place of incorporation/

Nominal value of

establishment and kind issued share capital/ Percentage of equity
Name of legal entity registered capital  attributable to the Company  Principal activities
BRIRE/
£H ERAL/ RILEREEEEEA IMEANEE BERAANEEEAL  TEEH
Directly Indirectly
ER A%
Profaith Group Limited BVI, wholly foreign-owned enterprise US$1 — 100.0%  Investment holding
Profaith Group Limited ERARREE NEBEALE %7 RARRK
All Praise Investment Limited BVI, wholly foreign-owned enterprise Us$1 100.0% —  Investment holding
Al Praise Investment Limited EBEBRES NEEALE 1% RERR
China Oil And Gas Group Limited ~ BVI, wholly foreign-owned enterprise Uss1 100.0% —  Investment holding
PRRREEARAA ARABRES NEEALE (B RERRK
China Oil And Gas Management  Hong Kong, wholly foreign-owned HK$1 — 100.0%  Investment holding
Limited enterprise
TRRRERERAA BE O NEBELR [ REZR
Alta Financial Holdings Limited BVI, wholly foreign-owned enterprise US$1,000 — 100.0%  Investment holding
BReHEEERAR EBARARES NBBELE 1,000%7 RERR
Zhongda Industrial Group Inc BVI, wholly foreign-owned enterprise US$10,000 — 100.0%  Investment holding
TAIREEERAT REABREE HEBELR 10,000% ¢ REZR
China Oil And Gas Group Hong Kong, wholly foreign-owned HK$1 — 100.0%  Investment holding
(Asia) Limited enterprise
TARAEE (EH) ARAR BE NEBELR 1% RERRK
Hong Kong China Oil And Gas Hong Kong, wholly foreign-owned HK$1 - 100.0%  Investment holding
Group Limited enterprise
EAMAREEEERAA BE NEBELR 1% RERR
Accelstar Pacific Limited BVI, wholly foreign-owned enterprise US$50,000 — 100.0%  Investment holding
Accelstar Pacific Limited EEAMREE NEBELE 50,0005 RARHK
Plentigreat Holdings Limited BVI, wholly foreign-owned enterprise US$10,000 — 100.0%  Investment holding
Plentigreat Holdings Limited ERABRES NEEALE 10,000% T RERR
Vast China Group Limited BVI, wholly foreign-owned enterprise US$1 — 100.0%  Investment holding
Vast China Group Limited AEERRNE NEBELE %7 REARR
Sino Invent Holdings Limited BVI, wholly foreign-owned enterprise Uss1 — 100.0%  Investment holding
Sino Invent Holdings Limited ARABREE NEBELE %7 RARHK
PREEMAREEEARAE  PRC, wholly foreign-owned enterprise RMB1,000,000,000 = 51.0%  Investment holding and trading

("CCNG")

AP RMRRAEEERLT

(%)

HENEEELE

AEH1,000,000,0007
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35 FERBLARAIRZEFEEE
RS (&)

35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES
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(Continued)
(a) Details of the principal subsidiaries are as follows: (a) FEMBLRFHBEWNT @ (&)
(Continued)
Place of incorporation/ Nominal value of
establishment and kind issued share capital/ Percentage of equity
Name of legal entity registered capital ~ attributable to the Company  Principal activities
BRTRE/
8 ARAL/ RIBEREEEEER HMEANEE SEROANEREIN  IETER
Directly  Indirectly
B k4
EERERRBREALT PRC, limited liability company RMB65,874,000 - 40.8%()  Trading of natural gas, gas
pipeline construction and
operation of natural gas
stations
EEMRRAEREEAT hE EREEAT AR 165,874,000 %:ﬁi’ﬁé MAEERERR
RRUEE
EALHMAEERRIR PRC, limited liability company RMB44,000,000 - 40.8%()  Gas pipeline construction
ERAFAT
a%’irﬂﬁﬁau RIRARA FH ARALAA AERH44,000,0007C MREERE
N
ﬁﬁ#&ﬂﬁﬂﬁ?ﬁﬁﬁ PRC, limited liability company RMB20,800,000 = 40.8%()  Trading of natural gas
EEMAEERARHE HE EREALAH AR 20,800,000 ARREE
REZREEERA PRC, limited liability company RMB10,000,000 - 40.8%()  Trading of natural gas-related
(AT - @§¢5Eﬁﬁﬁﬁﬂﬂﬂ) equipment
BESHBEEARAA HE ERALAT ARH10,000,0007 AAREBRERE
(B BERREEERAR)
BREAARABREALA PRC, limited liability company RMB100,000,000 = 30.6%()  Trading of natural gas and gas
pipeline construction
BRmARAEREEA hE EREEAT AR 100,000,007 AREERMAEERE
ENr BB ARELA PRC, limited liability company RMB50,000,000 = 40.8%()  Trading of natural gas and gas
pipeline construction
BN ARRARALA hE EREEAT AR 50,000,000 AAREERMAEBRE
ERTEMABRARL PRC, limited liability company RMB25,000,000 — 50.5%  Trading of natural gas and gas
pipeline construction
BERTERABRERL HEl BRALAH AR 25,000,000 ARREERMEEERE
RERARRBRERR PRC, limited liability company RMB45,000,000 - 30.6%(i)  Natural gas transmission through
pipeline
A aRAERERL HE - EREFAT AR 45,000,000 EERRARR
NP RRRBRERR PRC, limited liability company RMB100,000,000 - 51.0%  Trading of natural gas and gas
pipeline construction
TN RREEREEAR HE - BRAEAR AR#100,000,0007T ARREERMEEERE
BNTHZRERMAERAA  PRC, limited liability company RMB22,000,000 = 40.8%()  Trading of natural gas
(3 BZEERRAERAT)
ANmEzRERRAERAT  RE ARECAA AR%22,000,0007 ANREE
(R : AZSEARRERLR)
FREEMR (58) BRAA PRC, limited liability company RMB75,000,000 = 100.0%  Transportation services
PERRE 58) ARAA HE - BEREAAH AR75,000,0007C e



35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES

Notes to the Consolidated Financial Statements
A B TS R R MY EE

AND CONTROLLED STRUCTURED ENTITIES

(a)

(continued) (#)

35 TEMBLARAIRZTEFEEE
oS (&)

(Continued)
Details of the principal subsidiaries are as follows: (a) FEMBLRFEBWNOT @ (&)
(Continued)
Place of incorporation/ Nominal value of
establishment and kind issued share capital/ Percentage of equity
Name of legal entity registered capital  attributable to the Company  Principal activities
BRTRE/
A8 ERAL/ RIBEREEEEER dMEANEE BERAANEREIN  IEER
Directly ~Indirectly
EH# i
ETREBRRERAA PRC, limited liability company RMB32,000,000 - 51.0%  Natural gas transmission through
pipeline
BT HEERRARAT nE - BREMAR AR32,000,0007 BEAAREL
MR EEERARER AT PRC, limited liability company RMB111,000,000 - 47.1%()  Gas pipeline design and
construction, natural gas
transmission through pipeline
MR REBRARERAA HE AREMALT ARE111,000,0007 ﬁ*ﬁgﬁ&.ﬁ&@ﬁ CEEAR
BIPERRERELAR PRC, limited liability company RMB20,000,000 = 35.7%(0)  Trading of natural gas and gas
pipeline construction
FrhBMRERELLT nE ERELLT AR20,000,0007 AAREERMAEERE
AR R(RIA s RE R A 7 PRC, limited liability company RMB71,000,000 = 51.0%  Investment holding
mRTRCRIFERERAR  TH BREAAH ARE71,000,0007 REBR
iR REREERR PRC, limited liability company RMB67,910,000 - 35.7%()  Trading of natural gas and gas
pipeline construction
flkmARaEREEAR HE EREALA AR 67,910,000 ARREERMEEERE
itk R AREB AT PRC, limited liability company RMB2,000,000 — 35.7%(i)  Trading of natural gas
kT2 R ARER AT hE EREEAT AR 82,000,007 AAREE
RERFPRMAABAR(RIH: PRC, limited liability company RMB75,000,000 - 35.7%(0)  Trading of natural gas and gas
RERATARRARRALT) pipeline construction
RERTPRMAGRAG(ME: ®E BREEAR ARH75,000,0007 ARREERMAEERE
RERATARRERELLR)
BEGERREERFARAE  PRC limited liability company RMB50,000,000 = 40.8%(i)  Gas pipeline design and
construction
BERHT R a;ﬁﬂﬁ BRAR hE ARELARA AR 50,000,000 MAEER RS
BRAERRBRA PRC, wholly foreign-owned enterprise HK$ 187,500,000 — 100.0%  Investment holding, construction
of natural gas stations and
trading of natural gas
BRRERRERAT mE NEBALK 187,500,000 7T RABR RARBRERRA
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35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES

35 FERBLARAIRZEFEEE
RS (&)

(Continued)
(a) Details of the principal subsidiaries are as follows: (a) FEMBLRFHBEWNT @ (&)
(Continued)
Place of incorporation/ Nominal value of
establishment and kind issued share capital/ Percentage of equity
Name of legal entity registered capital ~ attributable to the Company  Principal activities
BRfTRE/
8 ARAL/ RIBEREEEEER IMERNEE BERAAANEZEESL  TEER
Directly  Indirectly
Ei k4
R ERR AR A PRC, sino-foreign equity joint venture RMB18,000,000 - 80.4%  Trading of natural gas and gas
pipeline construction
ZHPRRRARA WE - PNRERERE AR%18,000,0007 ARREERMBEERE
PERRREE Iﬁﬁﬁ DAEE  PRC, wholly foreign-owned enterprise U5$75,000,000 - 100.0%  Investment holding
ARRERREBRAA)
PR RRESBERAR (5 ?ﬁﬁF mE - NEEELE 75,000,000 RARMRK
imﬁ(gﬁ)&ﬁﬁﬁﬁﬁﬂ)
BREGREREARAT PRC, limited liability company 15$29,000,000 = 100.0% Provision for finance
BRERBEREERAA mE - BREEAA 29,000,000% 0 RUEE
NEERREREARAT PRC, sino-foreign equity joint venture RMB170,000,000 - 100.0%  Provision for finance
HEERRAAEERAT HE MR RRELE AR#170,000,0007C RERE
AN RBRERARA PRC, sino-foreign equity joint venture RMB40,000,000 - 38.8%(i)  Trading of natural gas and gas
pipeline construction
BN REREEAT HE MRERELE AR 40,000,000 AAREERMAEERE
EETHETIEEEME PRC, sino-foreign equity joint venture RMB26,000,000 - 60.4%  Trading of natural gas and gas
BRAT pipeline construction
%WEE‘}EH%E%% mE IEERELE AR 26,000,000 ARREERMEEERE
RAF
BETRRREREALT PRC, sino-foreign equity joint venture RMB50,000,000 - 75.0%  Trading of natural gas and gas
pipeline construction
BETARREREEAR mE MEERELE AR 50,000,000 ARREERMREBRE
SHATMARLA PRC, sino-foreign equity joint venture RMB284,400,000 - 51.0%  Trading of natural gas and gas
pipeline construction
SHTREAA mE HEERERE A& 284,400,000 ARREERMBEBRE
BlrBRRARAR PRC, limited liability company RMB11,480,000 - 70%  Trading of natural gas
BLR AR RERAR HE - EREFAT ARE11,480,0007 ARREE
ERTRMAERAR PRC, limited liability company RMB35,920,000 - 70%  Trading of natural gas
%%EF/W%EIKMEJ HEl BRALAR AR 35,920,000 ARREE
BERREVERAR PRC, limited liability company RMB270,000,000 = 100%  Coal processing and sales of coal
derived energy and related
product
EEDRRICERAR HE - BRELAH AR#270,000,0007 RRNIREERARRERAE
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35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES

AW HRRMEE

(continued) (#)

35 TEMBLARAIRZTEFEEE

RB2wiE (&)

(Continued)
(a) Details of the principal subsidiaries are as follows: (a) FEMBLRFEBWNOT @ (&)
(Continued)
Place of incorporation/ Nominal value of
establishment and kind issued share capital/ Percentage of equity
Name of legal entity registered capital  attributable to the Company  Principal activities
R BRTRE/
A8 ERAL/ RIBEREEEEER dMEANEE BERAANEREIN  IEER
Directly ~Indirectly
EH# i
R RRRBRAR PRC, limited liability company RMB63,900,000 - 70%  Trading of natural gas
R RRRERAT nE BREEAR AR 563,900,007 ARREE
Baccalieu Energy Inc. Canada CAD 141,040,000 — 100.0%  Exploitation and distribution of
crude oil and natural gas
Baccalieu Energy Inc. nex 141,040,000107C AR HRERAAR
Notes: Bt 5

(0]

(ii)

(iii)

The Group holds controlling interests in these subsidiaries through
a 51.0% owned subsidiary, CCNG. Therefore the Group has
control over these entities and they are considered as subsidiaries
of the Company.

The Group holds controlling interests in this subsidiary through
CCNG and a wholly owned subsidiary, Hong Kong China Oil and
Gas Group Limited (“HKCOGG"). Therefore the Group has control
over this entity and it is considered as subsidiary of the Company
since the Group owns more than half of the voting rights in this
subsidiary and the decisions are made by simple majority.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for
the year or formed a substantial portion of the net assets of the
Group. To give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive length.

(i) EEFEBHEBSI0%EZHNH B
ARREFRRBEZSEHMEA
AERER c At SE#SE
ZEBEBMEHE - ﬁﬁ&%ﬁ
BEEBEARNKBR

(i) SEBBTHPRERZENE
ARAEAERHMRRAEEERQ
_< BETRMMR]) HHZMW

T&h%ﬁ°mﬁxlw
ﬁuZWE jiﬁ:‘:@%Xm
Euﬁﬁﬁygﬂﬁﬁﬁﬁ'
BWEBHZEREBZESZ
WIRERRRZHERA

(iii) %%ELE £ R PP F B
TI§§/§‘$¢F§'¥%§§EWE
ilﬁ%ﬁﬂﬁiﬁiﬂ o BH
R REEMHBARZH
\iA HRERBILE -
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RS B IS AR Y R

(continued) (#)

35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES

(Continued)

35 FEHNBRARIRSEFEEE
oS ()

(b) Set out below are the summarised consolidated financial (b) UATHEHIFHPE=REMBLT (F

information of CCNG and its subsidiaries that have non-
controlling interests that are material to the Group. The

BHEEMSBEAZFERER)
REMBENBE - THERAA

information below is the amount before inter-company EREEAI 2 58 ¢
eliminations:

2025 2024
—E-REF —EpUF
HK$'000 HK$'000
FTHERT FAT
Total assets BEE 12,713,483 12,579,515
Total liabilities BEER (5.470,002) (5,975,569)
Net assets BEFE 7,243,481 6,603,946
Revenue B 10,852,563 11,687,005
Profit for the year F A 3 A 1,218,953 1,147,947
Other comprehensive income H 2|l (916,743) (752,995)
Total comprehensive income 2HREREE 302,210 394,952
Dividend paid to non-controlling interests S {5 f% B 5 FE IG5 449,204 368,968
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(continued) (#&)

35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES 35 FEMRBLARIRSEFEEE

AND CONTROLLED STRUCTURED ENTITIES

(Continued)

RB2wiE (&)

(b) Set out below are the summarised consolidated financial (b) UTHEHIFHPEREMBLT (%

information of CCNG and its subsidiaries that have non-
controlling interests that are material to the Group. The

FHEEMSBEAZFERER)
REMBEHEE - THERABR

information below is the amount before inter-company AEE A 228 - ()
eliminations: (Continued)
CCNG CCNG
LR AR R
2025 2024
—E-HE —E-F
HK$’000 HK$'000
FTET FHET

Net cash generated from operating KEXBEEZRESFRE

activities 630,568 1,421,594
Net cash generated from/(used in) BEEZEEE(FTA)

investing activities ReFEE 358,186 (523,369)
Net cash used in financing activities BEEBMAZIREFRE (1,265,538) (910,282)
Net decrease in cash and ReRASSHEBARBD FE

cash equivalents (276,784) (12,057)
Cash and cash equivalents at 1 January WR—HA—BZHE&K

ReEEEAR 1,937,956 2,014,472

Effect of foreign exchange rate changes  [E R & &z & 83,977 (64,459)
Cash and cash equivalents at R+ZA=+—RAzZH& R

31 December ReEEHEHE 1,745,149 1,937,956
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RS B IS AR Y R

(continued) (#)

35 PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
AND CONTROLLED STRUCTURED ENTITIES
(Continued)

(c) Details of the controlled structured entity are as follows:

The Company controls a structured entity which operates in
Hong Kong, particulars of which are as follows:

35 FEHNBRARIRSEFEEE
oS ()

(0 ZEHERBERFBENOT :

REEH -—FHETEEENER
B EFBOT

Structured entities Principal activities

wEER FTEEL

Best Thinker Limited (“Trustee”) Purchases, administers and holds the Company’s shares for the Restricted
Share Award Scheme for the benefit of eligible employees of the Group

Best Thinker Limited ([ Z7EA 1) REESEREENSEREIERNDEDFEEA  BELEFERGIRGD

As the Trustee is set up solely for the purpose of purchasing,
administering and holding the Company’s shares for the
Restricted Share Award Scheme (Note 31(c)), the Company
has the power to govern the financial and operating policies
of the Trustee and it can derive benefits from the services of
the employees who have been awarded the Restricted Shares
through their continued employment with the Group. The assets
and liabilities of the Trustee are included in the consolidated
statement of financial position from its adoption and the
Company’s shares held by the Trustee are presented as a
deduction in equity as “shares held for share award scheme”.

36 APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and authorised
for issue by the Board of Directors on 27 March 2026.
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A B TS R R MY EE

37 STATEMENT OF FINANCIAL POSITION OF THE

37 RRAIFEAMRRT

(continued) (#)

COMPANY
31 December 31 December
2025 2024
—E-RE —E 4
+=BA=+—8H +=—A=+—H
Note HK$’000 HK$'000
Bt 5 FH&T FH&T
Non-current assets EREBEE
Intangible assets ,{H\ﬁﬁéfﬁ 1,702 1,702
Interests in subsidiaries M A B = 4,065,529 4,388,239
4,067,231 4,389,941
Current assets MBEE
Other receivables H b B UK SRR 1,485 49,856
Cash and cash equivalents e MR EEEE 64,291 145,012
65,776 194,868
Total assets BEE 4,133,007 4,584,809
Current liabilities mE)EE
Other payables H A & A BIR 506,433 572,390
Short-term borrowings RHEE = =
Senior notes BREEE 2,997,290 —
3,503,723 572,390
Non-current liabilities EREEE
Senior notes B EE — 3,093,957
Long term borrowings EHEE 2,415,096 2,394,611
2,415,096 5,488,568
Total liabilities HEE 5,918,819 6,060,958
Equity =
Equity attributable to owners of NEEA NEGER
the Company
Share capital P 2R 31 56,368 56,368
Reserves {7 &8 38 (1,842,180) (1,532,517)
Total equity M 4R R (1,785,812) (1,476,149)
The statement of financial position of the Company was approved by NAMBRARERZZE-_RF=A
the Board of Directors on 27 March 2026 and was signed on its behalf. - th REZEEHM /EI RATEER
Xu Tie-liang Guan Yijun MR BEHE
Director Director o EFE
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(continued) (#)

38 RESERVES OF THE COMPANY 38 NEIHME
Capital Shares held Share-based Exchange (Note 31(b)
Share redemption forshare  compensation fluctuation Contributed ~~ Accumulated
premium reserve  award scheme reserve reserve surplus losses Total
ARfER  HRHARR EiRE (R31(b)
REEE  ERREEE  THAERE nEEGRE i R4zH 2ifEE it
HK$000 HK$ 000 HK§ 000 HKS 000 HK$000 HKS000 HK$ 000 HK§ 000

TR TER ThL T TR TR TR TEL

At 1 January 2024 AZRzmE

-R-H 13,208 (53,300 (377947) 11,241 (18,475 1,447 454 (2,158,236) (1,136,057)
Loss for the year EnEE - - - - - - (396,460) (396,460)
At 31 December 2024 RoB-mE

+-f=t-H 13,08 (53,302) (3717.941) 11,41 (18,475) 1,447,454 (2,554,69) (1532517)
Loss for the year EmEE - - - - - - (309,663) (309,663)
At 31 December 2025 o i

+2A=t-H 13,08 (53,302) (3717.941) 11,41 (18,475) 1,447,454 (2,864,359) (1,842,180)
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39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES

This note provides a list of other potentially material accounting policies
adopted in the preparation of these consolidated financial statements.
These policies have been consistently applied to all the years presented,
unless otherwise stated. The financial statements are for the group
consisting of China Oil and Gas Group Limited and its subsidiaries.

(@) Subsidiaries

()

Consolidation

A subsidiary is an entity (including a structured entity) over
which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the
ability to affect those returns through its power over
the entity. Subsidiaries are consolidated from the date
on which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

1

Business combinations

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.

AW HRRMEE

(continued) (#)

39 HitBEBE RS T BERME

AMEHINEHZEEREMBHRRE
RMZEMBEEAGSHARE - K5
BHPAN  ZEBXRDEBERRAA
BEE - AUBHRERDREE (HHH
MREBBER AR REMWMEB 2= ARK)

mE -

MBAREEEHEARE
HENEE (BREBLEER
B EfEFR2HEZER
i A # e HAERREE
BREA - THEENEBEY
ZERBNENZELFER
B SEEHZER -
MEBAREZHEEREESR
EzREGEAAR - HBA
AlIEEGIEL L2 AR L
A Ak -

(1) EBEH

SEXRBEBEIHE
BatAK - BHIKRE
M B oA W E B R
B = B W e 77 1 Bl
BEAMBREE
EXEMBEREERE
THERAEDOQF
B MBENKREER
RARKRELHEME
EMEIMNEELAE
BWAFE- - EXEBA
BF 7 P 4 BB AT A8 Bl Y
BEUNRMRAENA
BERIBEEE B
K ER U iE A S
NFEAE -
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEERE T HEME
MATERIAL ACCOUNTING POLICIES (4&
(Continued)
(@) Subsidiaries (Continued) (a) MIBAR ()
() Consolidation (Continued) () AEEH (&)
(1) Business combinations (Continued) (1) EBSotE)
The Group recognises any non-controlling interest SEZRZRBWEELE

in the acquiree on an acquisition-by-acquisition
basis. Non-controlling interests in the acquiree that
are present ownership interests and entitle their
holders to a proportionate share of the entity’s net
assets in the event of liquidation are measured at
either fair value or the present ownership interests’
proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All other
components of non-controlling interests are
measured at their acquisition date fair value, unless
another measurement basis is required by HKFRS.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date; any
gains or losses arising from such re-measurement
are recognised in profit or loss.
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A B TS R R MY EE

39 SUMMARY OF OTHER POTENTIALLY

MATERIAL ACCOUNTING POLICIES
(Continued)

(a) Subsidiaries (Continued)

) Consolidation (Continued)

(1

Business combinations (Continued)

The excess of the consideration transferred, the
amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired is
recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and
previously held interest measured is less than the
fair value of the net assets of the subsidiary acquired
in the case of a bargain purchase, the difference is
recognised directly in the profit or loss.

Intra-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated.
When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s
accounting policies.

39

(continued) (#)

HBEERS T BRME
(&)

(a)

MELE (&)

()

AREERA ()

(1) EBEHER

PrEEAE  REK
f8 77 B (E A7) JF 4 AR R
= 8 R E A AR
Ok RN
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EBEMST @ WHEE
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FE 2t M 5T A BF B R B
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEEE RS TTBERBLE
MATERIAL ACCOUNTING POLICIES (#&
(Continued)
(a) Subsidiaries (Continued) (a) MEAR (&)
() Consolidation (Continued) () AEEH (&)
(2) Changes in ownership interests in subsidiaries 2 TEEFEFEEZH>
without change of control MEBARIFMEEERZS
B
Transactions with non-controlling interests that do ™ & &K KSR
not result in a loss of control are accounted for as ZIHEEBREZIH A
equity transactions — that is, as transactions with the RIEH#RZR S — Bl
owners of the subsidiary in their capacity as owners. LA E A B E %
The difference between fair value of any consideration EAZEHEER A
paid and the relevant share acquired of the carrying EITRS - F@EHN
amount of net assets of the subsidiary is recorded in RERATFEHERKE
equity. Gains or losses on disposals to non-controlling HEELKREBRAE
interests are also recorded in equity. EFfEREEZER
P EHERS o MIEIER
EREEMBRAEBMN
FIIEHE R o
(3) Disposal of subsidiaries (3) HEKBATR

When the Group ceases to have control, any
retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the
change in carrying amount recognised in profit or
loss. The fair value is the initial carrying amount for
the purposes of subsequently accounting for the
retained interest as an associate, a joint venture or a
financial asset. In addition, any amounts previously
recognised in other comprehensive income in
respect of that entity are accounted for as if the
Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously
recognised in other comprehensive income are
reclassified to profit or loss.
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39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(a)

(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 received 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.

Associates

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding
of between 20% and 50% of the voting rights. Investments
in associates are accounted for using the equity method of
accounting. Under the equity method, the investment is initially
recognised at cost. The Group’s investment in associates includes
goodwill identified on acquisition. Upon the acquisition of the
ownership interest in an associate, any difference between the
cost of the associate and the Group's share of the net fair value
of the associate’s identifiable assets and liabilities is accounted
for as goodwill.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income is
reclassified to profit or loss where appropriate.

AW HRRMEE

(continued) (#)

HBEERS T BRME
(&)

(a)

(b)
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(b)

Associates (Continued)

The Group's share of post-acquisition profit or loss is recognised
in the profit or loss, and its share of post-acquisition movements
in other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to the
carrying amount of the investment. When the Group’s share
of losses in an associate equal or exceeds its interest in the
associate, including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred legal
or constructive obligations or made payments on behalf of the
associate.

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount
of the associate and its carrying value and recognises the
amount adjacent to share of profit of investments accounted for
using equity method in the profit or loss.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associate are recognised
in the Group’s financial statements only to the extent of
unrelated investor’s interests in the associates. Unrealised
losses are eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Gain or losses on dilution of equity interest in associates are
recognised in the profit or loss.
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39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(9]

Joint arrangement

The Group has applied HKFRS 11 to all joint arrangements.
Under HKFRS 11, investments in joint arrangements are classified
as either joint operations or joint ventures depending on the
contractual rights and obligations of each investor. The Group
has assessed the nature of its joint arrangement and determined
it to be joint venture. Joint venture is accounted for using the
equity method.

Under the equity method of accounting, interests in joint
ventures are initially recognised at cost and adjusted thereafter
to recognise the Group’s share of the post-acquisition profits
or losses and movements in other comprehensive income. The
Group's investment in joint venture include goodwill identified
on acquisition. Upon the acquisition of the ownership interest
in a joint venture, any difference between the cost of the joint
venture and the Group’s share of the net fair value of the joint
venture’s identifiable assets and liabilities is accounted for as
goodwill. When the Group’s share of losses in joint venture
equals or exceeds its interest in the joint venture (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 recognise further losses, unless it has incurred obligations or
made payments on behalf of the joint ventures.

(9]

THRREEERAT 20255 FH 189

AW HRRMEE

(continued) (#)

HBEERS T BRME

(&

HEZHE

SECHAEARLHERER
BHBRELBENR - REEE
MBmELRENTRE - RAERZ
BHZRERVRFRREEZANE
MEEEMOBEREEEBTXAE
B - SEEFEEAXRRHE
ZHE - ITHEARAZHERER
REDLE - AECERAERZE
N

A BAEREEEERBERD
BEakRrEME2EBaEnEE -
SERAELENRESRERK
BRAOEE - WER—HGE
CERMEREERER  BEDRE
RAEEE S EREDLENAH
MNEERABZRAVFFEZEHD
TREZBEARIFEHE - E5E
DHELLEFESFRNIBBHE
HEELEZEEZR (BRIM
RHI#ED  MaxEROEZEED L
BREBERZAELENREF
Mz—#n) SETHEHIHE
—FER BRIEKERGELRRE
AEARBEHNRA -



Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(@

(d)

Joint arrangement (Continued)

Unrealised gains on transactions between the Group and its joint
venture are eliminated to the extent of the Group's interest in
the joint venture. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of the joint venture have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

The Group determines at each reporting date whether there is
any objective evidence that the interest in the joint venture is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount
of the joint venture and its carrying value and recognises the
amount adjacent to share of profit of investment accounted for
using equity method in the profit or loss.

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 executive
directors that makes strategic decisions.
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 30 HEEERETHEME
MATERIAL ACCOUNTING POLICIES (4
(Continued)

(e) HNEBRE

(e) Foreign currency translation

() Functional and presentation currency () DEERZEHEK
Items included in the financial statements of each of EESBEECYBREME
the Group's entities using the currency of the primary FIEE  DNRZEBLE
economic environment in which the entity operates FEZEELBERREZER
("the functional currency”). The consolidated financial ([ThEEE®]) 5t2 - &R E
statements are presented in HK$, which is the Company's MR AT Z2NEERE
functional and the Group’s presentation currency. Bz2REEBETEY -

(i) Transactions and balances (i)  KBRiEZEk

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions or valuation where items are
re-measured. 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 recognised in the consolidated profit or loss within
“administrative expenses”.

Non-monetary items that are measured at fair value in a
foreign currency are translated using the exchange rates at
the date when the fair value was determined. Transaction
differences on assets and liabilities carried at fair value
are reported as part of the fair value gain or loss. For
example, translation differences on non-monetary assets
and liabilities such as equity held at fair value through
profit or loss are recognised in profit or loss as part of
the fair value gain or loss and translation differences on
non-monetary assets such as equity classified as fair value
through other comprehensive income are recognised in
other comprehensive income.
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RS B IS AR Y R

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(e) Foreign currency translation (Continued)
(i) Group companies

The results and financial position of all the foreign
operations (none of which has the currency of a
hyperinflationary economy) that have a functional currency
different from the presentation currency are translated
into the presentation currency as follows:

—  assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position;

— income and expenses for each profit or loss 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 dates of the
transactions); and

— all resulting exchange differences are recognised
in other comprehensive income and accumulated
separately in equity in the exchange fluctuation
reserve.

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 year
end closing rate. Currency translation differences arising
are recognised in other comprehensive income.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(e)

(f)

Foreign currency translation (Continued)
(iv)  Disposal of foreign operation

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation, or
a disposal involving loss of control over a subsidiary that
includes a foreign operation, a disposal involving loss of
joint control over a joint venture that includes a foreign
operation, or a disposal involving loss of significant
influence over an associate that includes a foreign
operation), all of the currency translation differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss.

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 amortisation
and are tested annually for impairment. Assets that are subject
to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised 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 goodwiill that suffered an impairment are
reviewed for possible reversal of the impairment at each reporting
date.
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Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 390 HBEE RS HERE
MATERIAL ACCOUNTING POLICIES (,?.ﬁ
(Continued)
(9) Investments and other financial assets (9 RERHEMESMEE
(i) Classification (i o

The Group classifies its financial assets in the following
measurement categories:

o those to be measured subsequently at fair value
(either through other comprehensive income or
through profit or loss), and

. those to be measured at amortised cost.

The classification depends on the Group’s business model
for managing the financial assets and the contractual
terms of the cash flows.

For assets measured at fair value, gains and losses will
either be recorded in profit or loss or other comprehensive
income. For investments in equity investments that are not
held for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial
recognition to account for the equity investment at fair
value through other comprehensive income (“FVOCI”).

The Group reclassifies debt investments when and only
when its business model for managing those assets
changes.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(g) Investments and other financial assets (Continued)

(ii)

(i)

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from
the financial assets have expired or have been transferred
and the Group has transferred substantially all the risks
and rewards of ownership.

Measurement

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not
at fair value through profit or loss (“FVPL"), transaction
costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried
at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered
in their entirety when determining whether their cash
flows are solely payment of principal and interest.
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RS B IS AR Y R

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(g) Investments and other financial assets (Continued)
(i) Measurement (Continued)
Debt instruments

Subsequent measurement of debt instruments depends on
the Group’s business model for managing the asset and
the cash flow characteristics of the asset. There are two
measurement categories into which the Group classifies its
debt instruments:

3 Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Interest income
from these financial assets is included in finance
income using the effective interest rate method. Any
gain or loss arising on derecognition is recognised
directly in profit or loss and presented in “other
(losses)/gains, net” together with foreign exchange
gains and losses. Impairment losses are presented as
separate line item in profit or loss.

o FVOCI: Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely
payments of principal and interest, are measured
at FVOCI. Movements in the carrying amount are
taken through OCI, except for the recognition
of impairment gains or losses, interest income
and foreign exchange gains and losses which are
recognised in profit or loss. When the financial
asset is derecognised, the cumulative gain or loss
previously recognised in OClI is reclassified from
equity to profit or loss and recognised in “other
(losses)/gains, net”. Interest income from these
financial assets is included in finance income using
the effective interest rate method. Foreign exchange
gains and losses are presented in “other (losses)/
gains, net” and impairment expenses are presented
as separate line item in profit or loss.
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Notes to the Consolidated Financial Statements
A B TS R R MY EE

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(9)

Investments and other financial assets (Continued)

(iir)

(iv)

Measurement (Continued)
Equity investments

The Group subsequently measures all equity investments
at fair value. Where the Group’s management has
elected to present fair value gains and losses on equity
investments in OCI, there is no subsequent reclassification
of fair value gains and losses to profit or loss following
the derecognition of the investment. Dividends from such
investments continue to be recognised in profit or loss as
other income when the Group’s right to receive payments
is established.

Impairment losses (and reversal of impairment losses) on
equity investments measured at FVOCI are not reported
separately from other changes in fair value.

Impairment

The Group assesses on a forward-looking basis the
expected credit losses associated with its debt instruments
carried at amortised cost and FVOCI. The impairment
methodology applied depends on whether there has been
a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of
the receivables, see Note 4.2(b) for further details.

39

(continued) (#)

HBEERS T BRME
(&)

(9)

THRREEAERAT 2025FF® 197

RERHMEMEE ()

(i)

(iv)

FE (&)
BRAERE

SERMERARERBERER
FEME - HEBEEEER
BEEBRAREZATFEK
s EAEREMEEKREE
5 - Bl IEHRIRER
BERESHHIBEAFEK
mREEERE - SE K
MR EMNELR - FRK
BZRBBENBRDER
REMBUA -

HREAFEFAEMEZE
WaHiFENRAKRE K
MERE (RREBERD)
TeREAMATEZDHHH

=

24 .
HE

S EIR A E R R
WA RRAFEFAEAM
2EBREINKEZEH AN
M EBREEER - ARA
BMETEZRFEERRES
RIEE I E e

REZEEREME » &
BEEMBEBU B REERSE
OF A ZBIEE - HEX
1A FE UK 7R IR ) 16 HE R B B AR
EHE2HER - FBERME
4.2(b) °



Notes to the Consolidated Financial Statements
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(h)

0}

)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out method.
The cost of finished goods and work in progress comprises
raw materials, direct labour and other direct costs. It excludes
borrowing costs. Net realisable value is the estimated selling price
in the ordinary course of business, less all costs to completion
and all costs necessary to make the sale.

Trade and other receivables

Trade receivables are amounts due from customers for sales and
distribution of oil and natural gas and other related products or
gas pipeline construction and connection services performed in
the ordinary course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as
current assets. If not, they are presented as non-current assets.

Trade and other receivables are recognised initially at the amount
of consideration that is unconditional unless they contain
significant financing components, when they are recognised at
fair value. The Group holds the trade and other receivables with
the objective to collect the contractual cash flows and therefore
measures them subsequently at amortised cost using the
effective interest method.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash
equivalents include cash in hand, deposits held at call with
banks, other short-term highly liquid investments with original
maturities of three months or less that are readily convertible to
known amounts of cash and which are subject to insignificant
risk of changes in value.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(k)

0]

Trade payables

Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from
suppliers. Trade payables 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 recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently carried
at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the
consolidated profit or loss over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of loan facilities are recognised 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 amortised 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.
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(FE B IS IR R MY

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(m)

(n)

(o)

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 recognised in consolidated profit
or loss in the period in which they are incurred.

Share capital

Ordinary shares are classified as equity. 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.

Interest income

Interest income on financial assets at amortised cost calculated
using the effective interest method is recognised in the
statement of profit or loss as part of finance income.

Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset except
for financial assets that subsequently become credit-impaired.
For credit-impaired financial assets the effective interest rate is
applied to the net carrying amount of the financial asset (after
deduction of the loss allowance).
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 EMBEERS T HERBE
MATERIAL ACCOUNTING POLICIES (#4&)
(Continued)
(p) Employee benefits (p) EEREA
(i) Retirement benefit costs () RIEEFIEA

In accordance with the rules and regulations in the PRC,
the PRC based employees of the Group participate in
various defined contribution retirement benefit plans
organised by the relevant municipal and provincial
governments in the PRC under which the Group and
the PRC based employees are required to make monthly
contributions to these plans calculated as a percentage of
the employees’ salaries.

The municipal and provincial governments undertake to
assume the retirement benefit obligations of all existing
and future retired PRC based employees payable under
the plans described above. Other than the monthly
contributions, the Group has no further obligation for
the payment of retirement and other post retirement
benefits of its employees. The assets of these plans are
held separately from those of the Group in independently
administered funds managed by the provincial
governments.

The Group also operates a defined contribution Mandatory
Provident Fund Scheme in Hong Kong (the “MPF
Scheme™) under the Mandatory Provident Fund Schemes
Ordinance for those qualifying employees employed under
the jurisdiction of the Hong Kong Employment Ordinance,
and who are eligible to participate in the MPF Scheme.
Under the rules of the MPF Scheme, contributions to the
scheme by the Group and the employees are calculated
as a percentage of employee’s relevant income, subject
to a cap of monthly relevant income of HK$30,000. The
retirement benefit scheme costs charged to consolidated
profit or loss represent contributions payable by the
Group in accordance with the rules of the MPF Scheme.
The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme. The
assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund.
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEEE RS TTBERBLE
MATERIAL ACCOUNTING POLICIES (#&
(Continued)
(p) Employee benefits (Continued) (p) EERAF (&)
(i) Employee entitlements (i) 1ESEREREF
Employee entitlements to annual leave and long service EEEGZFBREREBRE
payment are recognised when they accrue to the CREFTTREERER - 5t
employees. A provision is made for the estimated liability HEMBRAKBHEARE
for annual leave and long service payment as a result of RERBMESZFBRER
services rendered by employees up to the statement of HRBe  BhHTEHARE
financial position date. i fE B o
Employee entitlements to sick leave and maternity or EEESZRBRERIX
paternity leave are not recognised until the time of leave. FTREBREENRES TE
éﬁ\_’l\ o
(i) Share-based payments (i) U BERZ T

The Group operates a number of equity-settled, share-
based compensation plans, under which the entity
receives services from employees as consideration for
equity instruments of the Group. The fair value of the
employee services received in exchange for the grant
of share options or restricted shares is recognised as an
expense. The total amount to be expensed is determined
by reference to the fair value of the options or restricted
shares granted:

o including any market performance conditions (for
example, an entity’s share price);

o excluding the impact of any service and non-market
performance vesting conditions (for example,
profitability, sales growth targets and remaining an
employee of the entity over a specified time period);
and

o including the impact of any non-vesting conditions
(for example, the requirement for employees to save
or holding shares for a specified period of time).
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39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(p) Employee benefits (Continued)

(iir)

Share-based payments (Continued)

Non-market vesting conditions are included in assumptions
about the number of options or restricted shares that are
expected to vest. The total expense is recognised over
the vesting period, which is the period over which all of
the specified vesting conditions are to be satisfied. At
the end of each reporting period, the entity revises its
estimates of the number of options or restricted shares
that are expected to vest based on the non-market vesting
conditions. It recognises the impact of the revision to
original estimates, if any, in the consolidated profit or loss,
with a corresponding adjustment to equity.

Share option scheme

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share capital
(nominal value) and share premium when the options are
exercised.

The grant by the Company of options over its equity
instruments to the employees of subsidiary undertakings
in the Group is treated as a capital contribution. The
fair value of employee services received, measured by
reference to the grant date fair value, is recognised
over the vesting period as an increase to investment in
subsidiary undertakings, with a corresponding credit to
equity.

(i)
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEEE RS TTBERBLE

MATERIAL ACCOUNTING POLICIES (#&

(Continued)

(p) Employee benefits (Continued) (p) EERAF (&)

(i) Share-based payments (Continued) (i) AR BERZIIH (&)
Share award scheme R 17 Bt E
When restricted shares are granted, the fair value of fisf 5% L BR M R D - R
restricted shares are recognised as expense with a MROMNATFESHEREH
corresponding adjustment to equity over the vesting X WREBHAHERE
period. AR E A -
Where the Group purchases the Company’s shares from MEBEMSAEARTR
the market, the consideration paid, including any directly 7 BERNRE (BEECHEHEAE
attributable incremental costs, is presented as “shares held BEEAAMEKAR) ER R
for award scheme” and deducted from total equity. REEFMFERGO] 25
Wit ERBEANR o
(@) Provisions (q) #BE

Provisions for environmental restoration, restructuring costs
and legal claims are recognised when: the Group has a present
legal or constructive obligation as a result of past events; it is
probable that an outflow of resources will be required to settle
the obligation; and the amount has been reliably estimated.
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined
by considering the class of obligations as a whole. A provision
is recognised even if the likelihood of an outflow with respect
to any one item included in the same class of obligations may
be small. Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of
the time value of money and the risks specific to the obligation.
The increase in the provision due to passage of time is
recognised as interest expense.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(r)

Current and deferred income tax

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

()

(ii)

Current income tax

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
statement of financial position date in the countries
where the Group, its associates and joint ventures 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. It establishes provisions where appropriate
on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax
Inside basis differences

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, deferred
tax liabilities are not recognised 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 date
of the statement of financial position and are expected
to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.
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Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEEE RS TTBERBLE

MATERIAL ACCOUNTING POLICIES (#&

(Continued)

()  Current and deferred income tax (Continued) (n EHRELZREH (&)

(i) Deferred income tax (Continued) (i) EILHTEH (&)
Inside basis differences (Continued) REEREZE (A
Deferred income tax assets are recognised only to the RIEFSMEEERB A
extent that it is probable that future taxable profit will be BE HR 15 FE AR B s B A =
available against which the temporary differences can be A A ERAR - 7T
utilised. R oo
Outside basis differences HNBERER
Deferred income tax liability is provided on temporary RIEFSERAGBRAWNEA
differences arising on investments in subsidiaries, A BERARIREERRZ
associates and joint venture, except for deferred income BREEECERMEEZETIE
tax liability where the timing of the reversal of the B o M E AT B
temporary difference is controlled by the Group and it is FMEZE0ORRE - mERM
probable that the temporary difference will not reverse in EBEAE LA R G R
the foreseeable future. B ZEEREHAaERIN
Deferred income tax assets are recognised on deductible RBERA - HEAARA
temporary differences arising from investments in ENRIRREE SRR R
subsidiaries, associates and joint ventures only to the ERMEZREBERELEREM
extent that it is probable the temporary difference will BEE  BERBERERMES
reverse in the future and there is sufficient taxable profit ReAlgeE B REE - WH R
available against which the temporary difference can be B ) FE AR A AR K 45 F] A Y
utilised. EREERE o
(i) Offsetting (i)

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.

206 CHINAOIL AND GAS GROUP LIMITED Annual Report 2025

EREEEARATENKAB
BIBAEERAMNIEE FE
#H BEEMSHREEME
B R mR— %N E
ARM BRI TFRERNE R
BEBRAFEEEEEMN
SR AERE - RIT A EE AT
SHEERBETMEEH -



Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(s)

Leases

Leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use
by the Group.

Contracts may contain both lease and non-lease components.
The Group allocates the consideration in the contract to the
lease and non-lease components based on their relative stand-
alone prices. However, for leases of real estate for which the
Group is a lessee, it has elected not to separate lease and non-
lease components and instead accounts for these as a single
lease component.

Lease terms are negotiated on an individual basis and contain
a wide range of different terms and conditions. The lease
agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing purposes.

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

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

o variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date

o amounts expected to be payable by the Group under
residual value guarantees

o the exercise price of a purchase option if the Group is
reasonably certain to exercise that option, and payments
of penalties for terminating the lease, if the lease term
reflects the Group exercising that option
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Notes to the Consolidated Financial Statements
(FE B IS IR R MY

(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(s)

Leases (Continued)

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily determined,
which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used, being the rate that the
individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-
use asset in a similar economic environment with similar terms,
security and conditions.

To determine the incremental borrowing rate, the Group where
possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes
in financing conditions since third party financing was received,
and makes adjustments specific to the lease.

If a readily observable amortising loan rate is available to the
individual lessee (through recent financing or market data)
which has a similar payment profile to the lease, then the
Group entities use that rate as a starting point to determine the
incremental borrowing rate.

Lease payments are allocated between principal and finance
cost. The finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(s)

(t)

Leases (Continued)

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

o the amount of the initial measurement of lease liability

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

o any initial direct costs, and restoration costs

Right-of-use assets are generally depreciated over the shorter of
the asset’s useful life and the lease term on a straight-line basis.
If the Group is reasonably certain to exercise a purchase option,
the right-of-use asset is depreciated over the underlying asset’s
useful life.

Payments associated with short-term leases of properties,
equipment and vehicles and all leases of low-value assets are
recognised on a straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12 months or
less without a purchase option.

Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised
in the profit or loss over the period necessary to match them
with the costs that they are intended to compensate.

Government grants relating to property, plant and equipment
are included in non-current liabilities as deferred government
grants and are credited to the profit or loss on a straight-line
basis over the expected lives of the related assets.
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Notes to the Consolidated Financial Statements
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(u)

(v)

Financial guarantee contracts

Financial guarantee contracts are recognised as a financial
liability at the time the guarantee is issued. The liability is initially
measured at fair value and subsequently at the higher of:

o the amount determined in accordance with the expected
credit loss model under HKFRS 9 Financial Instruments,
and

o the amount initially recognised less, where appropriate,
the cumulative amount of income recognised in
accordance with the principles of HKFRS 15 Revenue
from Contracts with Customers. The fair value of financial
guarantees is determined based on the present value
of the difference in cash flows between the contractual
payments required under the debt instrument and the
payments that would be required without the guarantee,
or the estimated amount that would be payable to a third
party for assuming the obligations.

Where guarantees in relation to loans or other payables of
associates are provided for no compensation, the fair values are
accounted for as contributions and recognised as part of the
cost of the investment.

Revenue

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable for the
sale and distribution of natural gas and other related products,
provision of gas pipeline construction and connection services,
production and sales of coal derived clean and other related
products and exploitation and production of crude oil and
natural gas, net of value-added taxes.

The Group does not expect to have any contracts where the
period between the transfer of the promised goods to be
customers and the payment by the customers exceeds one
year. As a consequence, the Group does not adjust any of the
transaction prices for the time value of money.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(v)

Revenue (Continued)

When either party to a contract has performed, the Group
presents the contract as a contract asset or contract liability in
the consolidated financial statement of position, depending
on the relationship between the Group’s performance and the
customer’s payment.

A contract asset is the Group's right to consideration in exchange
for goods that the Group has transferred to a customer.
Incremental costs incurred to obtain a contract, if recoverable,
are capitalised and presented as assets and subsequently
amortised when the related revenue is recognised.

If a customer pays consideration or the Group has a right to
an amount of consideration that is unconditional, before the
Group transfers the promised goods to the customer, the Group
presents the contract as a contract liability when the payment
is received or a receivable is recorded (whichever is earlier).
A contract liability is the Group’s obligation to transfer the
promised goods to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.

A receivable is recorded when the Group has an unconditional
right to consideration. A right to consideration is unconditional
if only the passage of time is required before payment of that
consideration is due.
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(v)

Revenue (Continued)

Revenue is recognised when, or as, the control of the goods or
services is transferred to the customer. Depending on the terms
of the contract and the laws applicable, control of the goods
and services may be transferred over time or at a point in time.
Control of the goods and services is transfer if the Group’s
performance:

o provides all the benefits received and consumed
simultaneously by the customer;

. creates and enhances an asset that the customer controls
as the Group performs; or

o does not create an asset with an alternative use to the
Group and the Group has an enforceable right to payment
for performance completed to date.

If control of the goods and services transfers over time, revenue
is recognised over the period of the contract by reference to
the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time
when the customer obtains control of the goods and services.

The progress towards complete satisfaction of the performance
obligation is measured based on one of the following methods
that best depict the Group’s performance in satisfying the
performance obligation:

o Direct measurements of the value transferred by the
Group to the customer; or

o The Group's efforts or inputs to the satisfaction of the
performance obligation relative to the total expected
efforts or inputs.
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Notes to the Consolidated Financial Statements

39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(v) Revenue (Continued)

Revenue is recognised when specific criteria have been met for
the Group's activity described below:

) Sales and distribution of natural gas

Sales and distribution of natural gas are recognised at a
point in time when control is transferred to customers,
which generally coincides with the time when gas is
transmitted and used by the customer, and is based on the
gas consumption derived from meter readings. Payment
of the transaction price is due immediately at the point the
customer consumes the gas. Payments received in advance
on pre-paid I/C cards that are related to sales of natural
gas not yet delivered are recognised as contract liabilities
and deferred in the consolidated statement of financial
position.

(i) Gas pipeline construction and connection

The Group provides gas pipeline construction and
connection services to its end-customers under fixed-price
contracts. Revenue from the provision of gas pipeline and
construction and connection service is recognised over
time as the Group's performance creates or enhances an
asset that the customer controls.

The Group satisfies a performance obligation over time,
by measuring the progress using output method on the
basis of direct measurements of the value the customer
of the promised goods or services transferred to date
certified by internal engineers, relative to the value of total
goods or services promised under the contract with the
customer. The Group recognises revenue over time only
if it can reasonably measure its progress toward complete
satisfaction of the performance obligation.
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(continued) (#)

39 SUMMARY OF OTHER POTENTIALLY 39 HBEEE RS TTBERBLE
MATERIAL ACCOUNTING POLICIES (#&
(Continued)
(v)  Revenue (Continued) (v) %% (&)

(i) Gas pipeline construction and connection (Continued) (i) BMREEEARER (E)
Estimates of costs or extent of progress towards WiEREE « KANKE TR
completion are revised if circumstances change. Any EELA 2 EETEE T URE
changes in estimation of progress are reflected in profit or Al o EEMFZEMEFHR
loss in the period which the circumstances that give rise to EREMEFTEIELERTZ
the revision become known by management. HEzBmPRE -

The customers are required to pay in advance for full or EFEABRBNREHEREN

certain contract amount based on a payment schedule. If EEXBLOELHEE - MWE

the services rendered by the Group exceed the payment, EREMRBEBLZE - A

a contract asset is recognised. If the payment exceeds the BRAENEE - WREBLY

services rendered, a contract liability is recognised. RHORE - ABEREHE
f& o

(i) Revenue from production and sales of coal derived clean (i) EERBEREEGRERRHE
energy and other related products 1t 45 m AT A2 U A
The revenue from sales of syngas and related products HERERBEELMNEK
during coal gasification progress is measured based REBBAEROBRAKRE LN
on the price specified in the contract. The revenue will BMEZERTE - ZBAR
be recorded at a point of time when the contract is EHEBBREREFPRHMNE —F
transferred to the customers. BONER -

(iv)  Revenue from exploitation and production of crude oil and (i) FIARR AL E IR B R K A7 T 12

natural gas

The revenue from the sales of crude oil, natural gas
and natural gas liquids is measured based consideration
specified in contracts with customers. Revenue is
recognised at a point in time when customers obtain
legal title to the oil and gas which is when it is physically
transferred to pipeline or other transportation method
agreed upon.
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39 SUMMARY OF OTHER POTENTIALLY
MATERIAL ACCOUNTING POLICIES
(Continued)

(v) Revenue (Continued)

v)

Sales of equipment

Revenue from sales of equipment is recognised when
control of the equipment has transferred, being when
the equipment is delivered to the customers, and there is
no unfulfilled obligation that could affect the customers’
acceptance of the products. Delivery occurs when the
equipment has been shipped to the specified location,
the risks of obsolescence and loss have been transferred
to the customer, and either the customer has accepted
the equipment in accordance with the sales contract,
the acceptance provisions have lapsed, or the Group has
objective evidence that all criteria for acceptance have
been satisfied.

Revenue from these sales is recognised based on the
price specified in the contract. No element of financing is
deemed present as the sales are made with a credit term
of 60 to 90 days, which is consistent with market practice.

No refund liability and right to the returned equipment is
recognised as insignificant amount of returns is expected
based on previous experience.

A receivable is recognised when the equipment is delivered
as this is the point in time that the consideration is
unconditional because only the passage of time is required
before the payment is due.
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Five Year Financial Summary
IFMBERE

A summary of the results and of the assets and liabilities of the Group for UTHIEERBEARVRFEZEER
the last five financial years, as extracted from the published audited financial EERBEME  DRESKBEHBEZEERZ
statements and restated or reclassified as appropriate, is set out below. WBEMRWEENXTUERHEEDE o

For the year ended 31 December

BEt-RA=+t-BLEE

2025 2024 2023 2022 2021
—E-RE —E-FE —E-=F —E-C —E-—F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTER FHT TAT TAT FHT

(Restated)

(FBE7)
Revenue BHER 15,158,592 17,655,191 18,527,804 17,296,675 14,341,948
Profit before taxation B B A& A 1,031,950 1,019,652 720,539 1,576,501 1,990,560
Taxation I8 (407,483) (318,490) (340,385) (388,688) (476,626)
Profit for the year FREF 624,467 701,162 380,154 1,187,813 1,513,934

Attributable to: AT G ¢
Owners of the Company REEEA 80,719 180,771 (232,496) 730,144 904,182
Non-controlling interests R R 543,748 520,391 612,650 457,669 609,752
624,467 701,162 380,154 1,187,813 1,513,934
As at 31 December
R+=B=+—8
2025 2024 2023 2022 2021
—E-FE —E-NE —E-=F —E-_F —E-—F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT FET FAET FAET FAT
(Restated) (Restated)
(ge&E7) (m=51)
Assets and liabilities BEREE

Total assets BWEE 22,072,818 20,696,082 20,841,051 21,709,615 21,881,079
Total liabilities wEE (14,314,665) (13,484,495) (13,279,109) (13,859,069) (14,002,306)
Total equity R 7,758,153 7,211,587 7,561,942 7,850,546 7,878,773
Non-controlling interests FEPE IR 5 (3,733,670) (3,554,405) (3,743,726) (3,627,868) (3,680,083)

Equity attributable to owners 7% B A B
of the Company 4,024,483 3,657,182 3,818,216 4,222,678 4,198,690
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