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SUMMARY OF THE INTERIM RESULTS FOR THE SIX MONTHS ENDED 30" JUNE 2007

Interim Results Highlights

1H2007 1H2006
RMB million RMB million Change
Revenue 42,219 48,338 -12.7%
Total expenses (21,938) (24,528) -10.6%
Operating profit 20,280 23,810 -14.8%
Profit attributable to shareholders 14,551 16,278 -10.6%
RMB RMB
EPS 0.34 0.39 -12.8%
DPS — Interim 0.13 0.12 +8.3%

CNOOC reported a 10.6% y-o-y fall in net profit to RMB14.55 billion for the six months ended 30"
June 2007, slightly better than consensus forecast of RMB13.96 billion. The fall in net profit was
mainly due to a drop in average realized crude oil prices.

Revenue dropped 12.7% y-0-y to RMB42.2 billion in 1HO7, driven by a 6.4% y-o0-y drop in oil and
gas sales and a 30.3% fall in marketing revenue. Total expense dropped 10.6% y-o0-y to RMB21.9
billion, as crude oil & product purchases fell 10.0% y-o-y to RMB8.8 billion. The drop in third-party
crude oil purchase was largely in line with the fall in the volume of oil marketing business. As a
result, operating profit of CNOOC fell 14.8% y-o0-y to RMB20.3 billion, while the operating margin
slipped 1.2 percentage points to 48.0% from 49.3% a year earlier.

EPS for 1HO7 was RMBO0.34, compared with RMB0.39 a year earlier. An interim dividend of
RMBO0.13 was declared, up from RMBO0.12 a year earlier, representing a payout ratio of 37% (1HO06:
30.8%).

As of 30/06/2007, CNOOC had total debts of RMB22.1 billion (31/12/2006: RMB20.3 billion). With
cash on hand of RMB26.9 billion, CNOOC was in a strong net cash position of more than RMB4.8
billion, compared with a net cash of RMB3.3 billion as at 31/12/2006.

This report has been prepared solely for information purposes and we are not soliciting any action based upon
it. Neither this document nor its contents shall be construed as an offer, invitation, advertisement, inducement
or representation of any kind or form whatsoever. The information is based upon information which we
consider reliable, but accuracy or completeness is not guaranteed. Opinions expressed herein are subject to
change without notice. At time of this report, East Asia Securities Company Limited has no position in
securities of the company or companies mentioned herein, while its group companies may from time to time
have interests in securities of the company or companies mentioned herein.
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Breakdown of revenue by segments

1H2007 1H2006
RMB million % RMB million % Change
Oil and gas sales 33,222 78.7% 35,475 73.4% -6.4%
Marketing revenues 8,932 21.1% 12,822 26.5% -30.3%
Other income 65 0.2% 41 0.1% +50.5%
Total 42,219 100.0% 48,338 100.0% -12.7%

QOil and gas sales fell 6.4% y-0-y to RMB33.2 billion in 1HO7, due to lower oil prices and a sluggish
progress in oil production. CNOOC produced 68.1 million barrels of crude oil and 99.7 billion cubic
feet (bcf) of natural gas during 1H2007, down 0.3% and up 28.5% y-0-y, respectively. Overall, the
total net oil and gas output amounted to 85.4 million barrels of oil equivalent (BOE), up 4.5% y-o0-y.
The average realised oil price for 1H07 was US$58.80 per barrel, down 5.8% y-o-y, while the
average realised natural gas price increased 1.3% y-0-y to US$3.21 per thousand cubic feet.

Marketing revenues, mainly sales of oil purchased from foreign partners under production sharing
contracts (PSC) and the revenues from the trading of oil via its wholly owned subsidiary China
Offshore Oil (Singapore) International Pte Ltd, amounted to RMB8.9 billion, down 30.3% y-0-y.
Netting off the cost of crude oil and oil products purchase, the segment generated a net marketing
profit of RMB129 million, nearly halved from RMB243 million a year earlier.

CNOOC's all-in unit production cost (commonly known as lifting cost) rose to US$14.60 per BOE,
compared with an all-in cost of US$14.59 per BOE in FYO06.

Qutlook & Prospect

Liuhua 11-1 oilfield resumes production The Liuhua 11-1 oilfield suspended production since
May 2006 after the strike of Typhoon Pearl. After a year of output suspension, CNOOC revealed
that the oil field has resumed temporary production since 27" June 2007. The Group restored the
operation of the offshore facilities with its own techniques. The production restoration project last for
about 1 year and consumed a total of 390,000 man-hours with no incident happening, highlighting
the Group’s sophisticated edge in deep-sea exploration and production. According to CNOOC, the
oil field currently produces about 23,000 barrels per day (bpd).

FY2007 output may beat target CNOOC produced 85.4 million BOE in the first half, completing
more than 51% of its FYO7 output target of 162-170 million BOE. Owing to concerns over further
typhoon disruption and periodic close-down of oil fields for maintenance, CNOOC would manage to
fulfil its full-year output target. However, with the resumption of the Liuhua 11-1 oil field, which
accounts for about 6% of the Group’s daily oil output and 5% of daily total output, the full-year
output could reach near the top end of the output target range or even higher than the estimate.

Seven oil & gas discoveries in the first half Efforts in exploration paid off during the first half. The
Group made six independent and one PSC discoveries, compared with 7 independent and 3 PSC
discoveries in the whole year of 2006.

A key discovery in the Bohai region The Group said the Jinzhou 25-1 discovery in Bohai Bay,
one of the six independent discoveries in the first half, contained rich and high-quality oil reserve.
Three well drilled in the area showed abundant oil and gas supply, with initial test production of
about 2,900 bpd of oil and 11.7 million cubic feet of gas per day. CNOOC said that the Jinzhou 25-1
will be developed into a large oil & gas field in the Bohai region, while it usually takes an average of
three years for further exploration and appraisal before commencing full commercial operations.

Buy on strong growth potential beyond FY08 CNOOC seems to overcome its hardest time, as it
has successfully resumed output in the Liuhua 11-1 field, laying solid grounds and experience for
tackling any similar typhoon-related output distortion in the future. Trading at 13.6x FYO7E and 12x
FYO8E P/E, valuations of CNOOC remain undemanding, and we give the counter a “Buy”
recommendation.

Recommendation: BUY
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of
The Bank of East Asia, Limited (BEA).

The research analyst primarily responsible for the content of this report, in part or in whole certifies
that the views on the companies and their securities mentioned in this report accurately reflect
his/her personal views. The analyst also certifies that no part of his/her compensation was, is, or will
be, directly, or indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. The
information is based upon information, which East Asia Securities Company Limited considers
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein
reflect a judgment as of the date of this document and are subject to change without notice. Any
recommendation contained in this report does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific addressee. This report is not to be taken in
substitution for the exercise of judgment by respective readers of this report, who should obtain
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or further communication given in relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities
mentioned in this report. BEA and its associates, its directors, and/or employees may have positions
in, and may effect transactions in securities mentioned herein and may also perform or seek to
perform broking, investment banking and other banking services for these companies.

BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.

This document is not directed to, or intended for distribution to or use by, any person or entity who is
a citizen or resident of, or located in, any locality, state country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.
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