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Financial Highlights

e -
(HK$ million) 2013
Revenue (excluding LPG segment) 6,440
Gross Profit 1,454
Profit for the Year 038
Recurring Profit Attributable to Owners of the Company 420
Profit Attributable to Owners of the Company 401
Earnings per Share (HK cents) 8.142
EBITDA 1,385
Dividend per Share (HK cents) 0.72*

*proposed

2012

4,805
1,102
734
311
366
7.396
1,057
0.65

L
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CHNA OIL AND GAS GROUP LMITED

Change

34%
32%
28%
35%
10%
10%
31%
11%

(HK$ million) 2013
Total Assets 12,157

Net Assets 5,826

2012
9,188
5,027

Change

32%
16%



Financial Highlights Q
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Revenue Breakdown - by Segment
m Sales and distribution of natural gas and = Sales and distribution of natural gas and other related products

other related products

m Gas pipeline connection and construction
services income

m Sales of LPG

Gas pipeline connection and construction services income
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Key Operation Data @

PR EMERAR
1| S L CHINA OIL AND GAS GROUP LIMITED

million m° 2013 2012 Change
Total Gas Sales Volume 2,247 1,930 16%
Residential Users 487 448 9%
Industrial, Commercial and Other Users 1,366 1,179 16%
Gas Stations 394 304 30%
Transmission Volume to Third Party 377 351 7%
Total Transportation Volume 124 100 24%
Other Key Operating Data 2013 2012
Blended Average Selling Price (RMB/m?) 1.84 1.74
Residential Users 1.34 1.30
Industrial, Commercial and Other Users 1.89 1.78
Gas Stations 2.32 222
Blended Average Purchase Price (RMB/m?®) 1.36 1.25
Average Transmission to Third Party Price (RMB/m?) 0.050 0.044

Average Residential Connection Fee (RMB/household) 2,893 2,550
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Sales Volume Breakdown <

. R SRR R A
Sales Volume Breakdown - by Customer Type
2013 2012
M Residential M Industrial, Commercial and Others Gas stations M Residential M Industrial, Commercial and Others Gas stations

Sales Volume Breakdown - by Region

Ningxia ; Anhui
2 5% Anhui 2013 Guizhou 2.9% 2012
3 2.7% 1.3% ; Hubei 3
A% , 270 Shanxi Ni 7 , H Shanxi
Hubei Jiangxi 0.2% 3.1% ingxia | Jiangxi
Guangdong 2.8% 2.7% ; 2.5% 2.7% 0.1%

Guangdong

6.8% ‘ 2.3% ‘
XN srancons % BN\
Shandong 9.0%

8.2% Qinghai Jiangsu ?
Jiangsu 49.5% 8.4% Qinghai
11.5% 57.2%
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Operating Map )

PREAREARL

CHNA

fleet of k84 vehicles.

(gas from
Central Asia)

Main trunk pipelines

- === West-to-East line 1
Lun-nan Xinjiang —
oil & gas

field

West-to-East line 2
" West-to-East line 3 (under construction)
== Se-Ning-Lan line
=== Shaan-Jing line 4
Cang-Zi Line

Zhong-Wu Line

Myanmar-China Line

Company operating assets / data

=== Branch pipeline

Chuanyu
Sichuan gas field

[ J City gas project with concession right

EE )

LNG processing plant
Gas from

g e n CNG/LNG station
oguah~~ ~Guangdong
ingde - Province with natural gas sales volume
g haozhou > 500mn m?in 2013
Burma :
. . . . . . 1
Note: For illustrative purpose only, actual scale and location might differ slightly
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New Projects

In 2013, the Group has conducted research and development in respect of projects peripheral to the natural
gas stem pipelines including the Myanmar-China Gas Pipeline and the Third West-East Gas Pipeline on
top of its existing operations. We successfully step into Guizhou Province targeting the Myanmar-China
Pipeline resources. We also obtained new concession rights expanding existing business areas.

Jiangsu Xinyi Xindian Project
NeW g y J
- Guizhou Anlong Project
Concession —— 2 -
- uizhou Pu'an Project
Rights

Guizhou Ceheng Project

Guizhou Qinglong Project

Jiangsu Dafeng Project

Ningxia Longde Project

Shandong Qingyun Yanwu Project

Shandong Qingyun Cuikou Project
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[Promotion of LNG business ]

» The Group’s project for “Converting vessels to natural gas” in Jiangsu
and the basins of Gan River in Jiangxi has completed conversion of 14

vessels, providing a successful example and experience for reference by
promotion of vessel conversion in different regions.

 The Group has also acquired a number of LNG transport vehicles with an
aggregate of 104 to further scale up its existing transportation fleet.

[Branch Pipeline Construction ]

» The Company has added approximately 108km of new high pressure pipeline in 2013. An aggregate of 930
km has been completed, with a total designed transmission capacity exceeds 13.0 billion m? per year. We

now have branch pipelines in 8 provinces with entering Guizhou province. The branch pipelines greatly
drive the development and expansion of surrounding projects.
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Management Enhancement

"The year 2013 is the Company’s “Management A

Enhancement Year”. The Company implemented a series
kOf management enhancement measures.

J

« Establish and complete dozens of management regimes, standardizing business
processes and elevating internal control

« Form the management structure of five business divisions and three regional
companies, emphasizing key businesses and areas development

 Build up market-level remuneration system, increasing employees' value
simultaneously with the company's development

 Set up video conference system, lowering administrative cost and improving
efficiency

13



Financial Market Development

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of b

Kong Limited take ne responsib e comtents of this announcement, make

representation as 1o its accuracy or compieteness and expressty disclaim any liabiliry
part of the contents of this announcement
This anmouncement is for informational purposes only and is not an offer to sell or

ation of an offer to buy any securities in the United S,

@ or sale would

es or in any other

7. solicital

be unlawful prior i

registration or qualification wnder the securities laws of any such jurisdiction. Neither

this anmounce

it mor amy

ng herein forms the basis for any comtre

whatsoever. Neither this announcement mor amy copy hereof may

distributed in the United S:

will mot be registered under the United States Securities Ac

tes. The securities r

may mot be offered or sold in the United States absemt registn
n from registration. Any public offering of securities 1o be made

I be made by mears of a prospectus. Such prospectus will co

he Company and its management, as we financial statements. No

public offer of securities is 1o be e United States

ide by the Compe

e' Mt}&ﬁ%ﬁﬁlﬁ

HNA

ISSUANCE OF US$350,

.25% SENIOR NOTES DUE 2018 ‘

evence is made 1o the anpouncement ¢
Notes Issve.

e Company da

d 9 April 2013 in respect

On 1S April 2013, the Company and the Subsidiary Guarantors emtered into th
eement with Deutsche Bank and Morgas Stanley in consection with the

The estimated met proceeds of the Notes Issue. after deduction of the enderwriting
commissicas and any deductible fees and expenses. will amount 10 approximat
US$344.000.000. The Company intends to use h< proceeds of the Notes Issue
fund its capital expenditures. to repay its existing indebtedness and for other genera
corporate purposes. The Company may adjust the for going plans in respomse
market conditions asd reallocate the use of proceeds.

The Company will seek 2 listing of the Notes on the Stock Exchange. A confirmation

of the cligibility of the listing of the Notes has been received from the Stock

“xchange Admission of the Notes to the Stock Exchange is not 10 be taken as an
ation of the merits of the Company or the Notes.

Successful Senior Notes Issuance

ate: 25 April 201
Proceeds: USD 350 million
Coupon: 5.25%
Over-subscription: 13x
Ratings: BB+ (S&P); Ba1 (Moody’s
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CHINA OIL AND GAS GROUP LMITED

Initiation Coverage from Major
Investment Banks

Morgan Stanley

China Oil and Gas
Group

Significant U

count 0 peers. COG s vadig at
10 201314 PE.vrsus peer avmrages”
o1 Exding e oy
vesiment Eatanoe of 3 awr

3 and 10.9x 2014 PE We think o.»m
nghest upsice el smong paers

Fundamentally, we think the discount s not
COG wil asiiver ahg
over 201316 verses.

business JVs. and (v} COG has masieam pp
Fescuroes. which heip 1 compene for new proe

The discount is mainly due to limted cover

smalier macket c3p and shorter track recort

stuaton was simiar for ENN in the past. ENNY

cap has mcreased bom LSS 1on n 20080 USY

driven by %

and (1) 3 et Yom -1 3c10 18w PEW
COG may foiow 3 smilar path

Homers, e koot 000 5.2 viher|
e 0153

Coas cumentm
s COG's biggest 15k & an sbity 1o past
potertal costinTeases
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20 August 2013 | 24 pages. Gas |

China Oil & Gas Group (0603.HK)
Initiate at Buy: Benefits from SOE Ties and Private Ownership

China Oil & Gas Group

High-growth gas distributor with
attractive valuation

Gas Group wih an

price target of HK$1 90 We ke COG given: 1) solid g5 vome growth wih

26% CAGR in 2013-15E on the back of stong gas demand and rsing uppl.

21 2 75 CACR o 4.3 s ) s e vl =
a

1330 T014E PER s sacor erape f 17< PER 300 271 7B

25% gas volume CAGR in 2013-15E

We sxpsct Chia Of & Gas Group (COG) o delier sirong 535 saies voume
CAGR of 25% in 2013-15E diiven by stong Gas demand The comgany owns 54
Gty gas concession ights 25 of the end of June 2013 wih peneiration of only 20-
7%, v 2n 2% ot peneeton e e s, wo etews 1

Ot e 54 concessions COG curreny owns, over 20 concessions have reaised
positve TEmanIng 20+ Concassons are e Just baing put o
'0perabon of e 518 UNGer CONSITUCBON. 1Y beevs IS Coud bs.

vohume diiver 3nd we expect more projects 1 become cash cows in the next -3
years a5 they enier harvesing stage

Limited impact from recent gas price hike

COG's average cty gate price was up by RMBO e (25%) 1 RMB1 55/m
nG8 tha racant 935 prce ko on Juy 100, As of end of November, 72% of toal
935 volume 1S reaied pce PSS ough, while 10 remamnng 28% wiich has

CNGILNG refuelling stations are another business focus

COG owns 38 CNGILNG refeing statons (30 CNG, 5 LNG. 2 LCNG) a= of the

end of 1113 Management targels 1o 3ad 15 20 statons.pa n e next e

Jears We tink management' target s achievadle

Transmission pipeline segment has big potential

§00 13t 3kt of ST of o 25 1130 ey
124vcm pa

i 72 e S0 yo Vet e row 23 15

Desgite peins ransmission accountng for a smal porton of G cutenty, we

300 Wik nelp COG get more clty 625 projects wih such midseam assets.

FY12.156, dien by bolh orgeric growih and erpanson Vausions. look
i 31 13 21 FY14E PER wih 14% ROE.

& Strong suppOr trom PotOChIna Group — Two-Mirds of COG's FY13E

oper:
prott shouid come from China City Natural Gas (CCNG o ), which s 51%
DK by COG 2rd 49% by Kunkn Energy (135 HK. Buy) The (a6 i 66% held by
FuiCae, 7. HC Wkl S Sy ke v of Pl Sovey
Spoling 70% of PRC's NG. CONG engages n cownsrsam NG

55 olocs oy nd 1413 NG g 7 Ik w0t B e,
Intemal eni.

COG engages in cownsiieam gas diskibuson picects, velicle gas, fefiing staors,
and gas ransportaton 8 logieics business. s LNG feet primarty banspors LNG.
liquefacion 1 planls un by PesoChing Group. We befieve Tiese businesses e rel

' High EDS growth ikely in FY12-16€ - o forscast COG s FY12.16 EFS CAGR of
~23%, driven by 26% pa NG sales volume growih, hough FY13E EPS growth may
be cutaled by mcromental merest expes from & bon esuance 1 Aprd. Impact
of the 10 July cty Gate price hike sppears lmied wih majory passing wough 1o
orvdusers. New share ssuance rh looks kow wih 2013E et OV i atordy 12%.

& Attractive valuations - COG's 13 2x FY14E PER looks airachve versus &5 23%
75 CAGR. o arpect s 413 et ot 7sparing on 2 ) 7%
Y94 1o HKS162m I TH13, e 0 lack of deposal gam (vs. HKS28m 1 1H12)

Attractive valuation with high EPS CAGR
W9 ot 0073 EPB.armal i kot S04 n W shoc
P75 growth in 2013 due to higher fiancig cast from fhe bond ssuance in
AR year e Biek 2 vansaon  aiacive 2 13 3 014E PER and 1 75
P/B (v5 secor average of 17x PER and 2.7x PIB) wih 3 339 EFS CAGR
%
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Please refer o £ o
document,or on our website ww macquaris com/disclosures

Pree.
(R seaTHC B8 T

Seotunat At
TRy T P he Wt e
Mo gwa s W w_ ™
Iy o R TR TR
Eey w o ow w2 s s
e w i owe .
e @ 0 voom '
ane o o 0 woow

Cathy Chan, CFA
ey
oty Swgencon

e i

(08 R .4 e f g bl Vs b [ P
A s thosd e s bt

e kg e ewecaed dncesn

cvelocty com



Table of Content

1. Financial Performance

L

PERREEARAR
CHNA OIL AND GAS GROUP LMITED

2. Operating Performance

3. Key Developments

4. Hot Issues




Hot Issues Q

TREAREARLY

One-off
Iltems

N2
(: Prospect

\/

16



Issue of Price Hike

L

PRERREARAR

The price hike is aimed at further optimizing energy structure and
promoting effective usage of natural gas. The price hike will stimulate
upstream supply and benefit the downstream distributors.

We delivered full cost pass through to all our projects with industrial
and commercial users except projects in Qinghal. The average price
hike for non-residential users in passed through areas is c. RMB
0.22/m3, which is c. 10% increase. We see little impact on margin
changes. For Qinghai projects, we have done proactive communication
with local government and got promise for solving the issue soon.
Under our estimation, the margin squeeze for non-residential sales
volume c. 400 million m? in Qinghai in 2H2013 is ¢. RMB 0.145/m?
which effectively affects our 2013 profit attributable to owners of the
Company c¢. HKD 30.1 million. We are confident to pass through the
cost hike when we receive official documents to recover the earnings.

17



Disclaimer i e

This document is for information purpose only, based on information provided by the Company and does not
constitute an offer, solicitation, term, representation or warranty with respect to the purchase or sale of any
security. Neither this document nor anything contained in it shall form the basis of, or be relied upon in connection
with, any contract or commitment whatsoever.

Neither the Company nor any person connected with it accepts any liability whatsoever for any loss howsoever
arising from any use of this document or its contents or otherwise arising in connection therewith. This document
has not been approved or disapproved by the Company or any of its directors, officers, employees or
shareholders, and neither the Company nor any of such persons shall be in any way responsible for the contents
hereof. Any opinion, estimate or projection herein constitutes a judgment as of the date of this document, and there
can be no assurance that future results or events will be consistent with any such opinion, estimate or projection,
The information in this document is subject to change without notice, its accuracy is not verified or guaranteed, it
may be incomplete or condensed and it may not contain all material information concerning the Company.

China Oil and Gas Group Limited
http://www.hk603.com/

Contacts:

Investors relationship
Phone : (852)2200-2222
Fax : (852)2827-2808
Email . info@hk603.com
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