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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

15. Deferred revenue

Deferred revenue mainly aroses from the difference of contracted day rates and market day rates of the drilling rigs owned by COSL
Drilling Europe AS. The deferred revenue was amortised according to the related contract period.

16. Derivative financial instruments

Part of the NOK bond (NOK250 million), subject to a rate of three-month NIBOR + 2.25%, has been swapped with a three-month
US LIBOR + 2.40%. This swap agreement has been entered into to minimise the exposure to fluctuations in the US$/NOK exchange
rate.

The Group recognised a fair value gain and also a realised loss as finance costs from this agreement amounting to approximately
RMB26,915,000 and RMB2,540,000 respectively (six months ended 30 June 2008: Nil). The carrying amount of the interest swap is the
same as the fair value.

17. Other non-current liabilities

30 June 31 December

2009 2008

(unaudited) (audited)

RMB’000 RMB’000

Negative interest in a jointly-controlled entity 93,502 72,406

Due to a jointly-controlled entity - 93,771
Due from a jointly-controlled entity (26,685) (71,920)

66,817 94,257

The share of net liabilities in ADOL was recognised as other non-current liabilities since the Group has a constructive obligation on
behalf of ADOL. The balance as at 31 December 2008 was the share of net liabilities in PD, and the corresponding share of net liabilities
in PD as at 30 June 2009 was classified as other current liabilities since the liquidation process of PD had commenced (note 13).

18. Issued capital

30 June 31 December
2009 2008
(unaudited) (audited)
RMB’000 RMB’000

Registered, issued and fully paid:
2,460,468,000 state-owned shares of RMB1.00 each 2,460,468 2,460,468
1,534,852,000 H shares of RMB1.00 each 1,534,852 1,534,852
500,000,000 A Share of RMB1.00 each 500,000 500,000
4,495,320 4,495,320

The Company does not have any share option scheme but does have a share appreciation rights plan for senior officers (note 11).

19. Dividends

In accordance with the articles of association of the Company, the net profit after tax of the Company for the purpose of profit
distribution is deemed to be the lesser of (i) the net profit determined in accordance with the PRC accounting principles and financial
regulations; and (ii) the net profit determined in accordance with Hong Kong Financial Reporting Standards.

The board of directors of the Company did not recommend the payment of interim dividends for the six months ended 30 June 2009
(six months ended 30 June 2008: Nil).
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

20. Business combination

On 29 September 2008, the Group acquired a 98.8% interest in Awilco Offshore ASA (currently known as COSL Drilling Europe AS,
“CDE?”). On 15 October 2008, the Group acquired the rest of the interest thereby holding a 100% interest in CDE. After the acquisition,
CDE became a limited liability company incorporated and domiciled in Norway. The principal activity of CDE is the investment in
and operation of jack-up drilling rigs, semi-submersible drilling rigs and accommodation rigs. The purchase consideration for the
acquisition was in the form of cash, amounting to approximately US$2,333,894,927 (approximately RMB16,094,230).

The purchase consideration has been allocated to the identifiable assets and liabilities of CDE as of the date of acquisition. The purchase
price allocation is still preliminary pending for the finalisation of the valuation of the assets and liabilities.

21. Related party transactions

Companies are considered to be related if one company has the ability, directly or indirectly, to control the other company, or exercise
significant influence on the other company in making financial and operating decisions. Companies are also considered to be related if
they are subject to common control or common significant influence.

The Group has extensive transactions and relationships with the members of CNOOC. The transactions were made on terms agreed
among the parties.

In addition to the transactions and balances detailed elsewhere in these financial statements, the following significant transactions were
carried out between the Group and (i) CNOOC Limited, its subsidiaries and associates (collectively known as the “CNOOC Limited
Group”); (ii) CNOOG, its subsidiaries and associates other than the CNOOC Limited Group (collectively known as the “CNOOC
Group”); and (iii) the Group’s jointly-controlled entities:

(A) Included in revenue

Six months ended 30 June

2009 2008
(unaudited) (unaudited)
RMB’000 RMB’000

Revenue earned from provision of

services to the following related parties:

(a) The CNOOC Limited Group
Provision of drilling services 2,618,436 1,494,185
Provision of well services 1,310,892 887,106
Provision of marine support and transportation services 654,964 552,043
Provision of geophysical services 504,913 478,677
5,089,205 3,412,011

(b) CNOOC Group

Provision of drilling services 46,626 2,932
Provision of well services 11,732 410
Provision of marine support and transportation services 81,853 105,429
Provision of geophysical services 65,856 63,043
206,067 171,814
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

21. Related party transactions (continued)

Six months ended 30 June

2009 2008
(unaudited) (unaudited)
RMB’000 RMB’000

(c) Jointly-controlled entities
Provision of drilling services 214,509 980
Provision of well services 381 1,230
Provision of marine support and transportation services 6,678 5,622
Provision of geophysical services 8,505 541
230,073 8,373

(B) Included in operating expenses

Six months ended 30 June

2009 2008
(unaudited) (unaudited)
RMB’000 RMB’000
Services provided by the CNOOC Group

and the Group’s jointly-controlled entities:
Labour services 10,757 2,617
Materials, utilities and other ancillary services 109,411 79,647
Transportation services 1,997 962
Lease of offices, warehouses and berths 18,669 23,159
Repair and maintenance services 1,995 995
Management services 6,182 4,495
149,011 111,875

Included in the above is the amount of services provided by the Group’s jointly-controlled entities totalling RMB19.6 million for
the six months ended 30 June 2009 (six months ended 30 June 2008: RMB10.3 million).

(C) Included in interest income/expenses

Six months ended 30 June

2009 2008
(unaudited) (unaudited)
RMB’000 RMB’000

CNOOC Finance Corporation Limited
Interest income 2,134 410
Interest expenses (477) -
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

21. Related party transactions (continued)

(D) Loans drawn down and repaid during the period

Six months ended 30 June

2009 2008

(unaudited) (unaudited)

RMB’000 RMB’000

CNOOC Finance Corporation Limited 1,000,000 -

(E) Construction progress billing

Six months ended 30 June

2009 2008
(unaudited) (unaudited)
RMB’000 RMB’000
Drilling rigs construction provided by CNOOC Group 177,957 -
(F) Deposits
30 June 31 December
2009 2008
(unaudited) (audited)
RMB’000 RMB’000
Deposits placed with CNOOC Finance Corporation
Limited as at period/year end 386,823 539,821

(G) Accounts receivable

Included in accounts receivable are amount due from related parties which arose from the ordinary course of business and are
repayable on similar credit terms to those offered to independent third party customers.

30 June 31 December

2009 2008

(unaudited) (audited)

RMB’000 RMB’000

Due from the ultimate holding company - 120,526
Due from the CNOOC Limited Group 2,830,438 1,574,383
Due from other CNOOC Group companies 29,881 77,259
Due from joint-controlled entities 198,105 3,199
3,058,424 1,775,367
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

21. Related party transactions (continued)

(H) Prepayments, deposits and other receivables

30 June 31 December
2009 2008
(unaudited) (audited)
RMB’000 RMB’000
Due from the ultimate holding company 3,242 2,300
Due from the CNOOC Limited Group 5,690 921
Due from other CNOOC Group companies 736,304 285,525
Due from joint-controlled entities 99,578 16,391
844,814 305,137

(I) Trade and other payables
30 June 31 December
2009 2008
(unaudited) (audited)
RMB’000 RMB’000
Due to the ultimate holding company 3,706 3,248
Due to the CNOOC Limited Group 1,034 38,490
Due to other CNOOC Group companies 75,337 85,818
Due to joint-controlled entities 27,887 48,977
107,964 176,533

(J) Notes payable

30 June 31 December
2009 2008
(unaudited) (audited)
RMB’000 RMB’000
Due to other CNOOC Group companies 912,663 366,763

The Group and the above related parties are within the CNOOC Group and are under common control by the same ultimate
holding company.

The balances with related parties at 30 June 2009 under prepayments, deposits and other receivables and trade and other payables
and notes payable of the Group are unsecured and interest-free, and have no fixed terms of repayment.

In connection with the reorganisation in 2002, the Group entered into several agreements with the CNOOC Group which govern
employee benefits arrangements, the provision of materials, utilities and ancillary services, the provision of technical services, the
lease of properties, and various other commercial arrangements.

During the period, all pension scheme payments relating to the Supplementary Pension Benefits of approximately RMB10.9
million (six months ended 30 June 2008: RMB22.4 million) were borne by CNOOC.

Prior to the Reorganisation, the Group occupied certain properties owned by CNOOC at nil consideration. The Company entered
into various property lease agreements in September 2002 with the CNOOC Group to lease the aforesaid properties together with
other properties for a term of one year. These leases have been renewed annually on terms based upon corresponding market
prices.

The directors of the Company are of the opinion that the above transactions with related parties were conducted in the usual
course of business.
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

21. Related party transactions (continued)

(K) Transactions with other state-owned enterprises in the PRC

The Group operates in an economic environment predominated by enterprises directly or indirectly owned or controlled by the
PRC government through its numerous authorities, affiliates or other organisations (collectively the “State-owned Enterprises”).
During the six months ended 30 June 2009, the Group had transactions with the State-owned Enterprises including, but not
limited to, the rendering of services and purchases of raw materials. The directors consider that transactions with such other
State-owned Enterprises are activities in the ordinary course of the Group’s business, and that the dealings of the Group have not
been significantly or unduly affected by the fact that the Group and such other State-owned Enterprises are ultimately controlled
or owned by the PRC government. The Group has also established pricing policies for products and services, and such pricing
policies do not depend on whether or not the customers are State-owned Enterprises. Having due regard to the substance of the
relationships, the directors are of the opinion that none of these transactions is material related party transaction that requires
separate disclosure.

22. Operating lease arrangements

(a) Group as lessee
The Group leases certain of their office properties under operating lease arrangements. Leases for properties and equipment are

negotiated for terms ranging from one to five years.

At the statement of financial position date, the Group had the following minimum lease payments under non-cancellable
operating leases falling due as follows:

30 June 31 December

2009 2008

(unaudited) (audited)

RMB’000 RMB’000

Within one year 127,761 127,420
In the second to fifth years, inclusive 225,380 275,668
After five years 24,604 28,497
377,745 431,585

(b) Group as lessor
The Group has entered into a bareboat lease with a lease term of five years.

At the statement of financial position date, the Group had the following minimum lease receivables under a non-cancellable
operating lease falling due as follows:

30 June 31 December

2009 2008

(unaudited) (audited)

RMB’000 RMB’000

Within one year 167,860 170,483
In the second to fifth year, inclusive 195,836 284,138
363,696 454,621
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Notes to Interim Condensed Consolidated Financial Statements

30 June 2009

23. Capital commitments

The Group had following capital commitments, principally for construction and purchase of property, plant and equipment at the
statement of financial position date:

30 June 31 December

2009 2008

(unaudited) (audited)

RMB’000 RMB’000

Contracted, but not provided for 7,534,109 6,384,560
Authorised, but not contracted for 13,984,411 18,990,187
21,518,520 25,374,747

24. Significant litigations

(A) In 2006, Awilco Offshore ASA (currently known as CDE) signed a management agreement with Polycrest AS for the operation
and management of the semi-submersible drilling rigs on the Norwegian Continental Shelf.

During 2007, Awilco Offshore ASA decided that the company itself should operate and manage the semi-submersible drilling rigs.
Awilco Offshore ASA and Polycrest are therefore in negotiations on how to terminate this management agreement and different
alternatives are being discussed.

In accordance with HKAS37 “Provisions, Contingent Liabilities and Contingent Assets”, Awilco Offshore ASA has a contingent
liability to Polycrest AS in connection with Polycrest’s previous planned role as manager for the Group’s semi-submersible drilling
units.

Due to the nature of the different solutions being discussed, it is difficult to give an expected value of this contingency.

(B) In January 2007, Awilco Offshore ASA made a compulsory acquisition of the outstanding shares in OffRig Drilling ASA
(“OFRD”). The acquisition was made in accordance with the regulations of the Norwegian Public Limited Companies Act § 4-25.
Some of the minority shareholders (who owned 8.8% of OFRD) disagreed with the valuation and the price paid per share. In 2009,
the court entered into an appraisement where the redemption price for the shares was set at a price higher than the acquisition
price. CDE has filed a petition for a second appraisement by the higher courts where the redemption consideration for the shares
in COSL Dirilling Semi AS as determined by Stavanger District Court is contested. The date for the second valuation proceedings
before the higher court has not yet been set.

Considering the above mentioned status, no further disclosures were made as the management believes that disclosure of further
details may prejudice the position of the company in the dispute.

25. Contingent liabilities

Save as disclosed in note 24 above, there are no other significant contingent liabilities as at 30 June 2009.

26. Events after the statement of financial position date

Subsequent to 30 June 2009, BP Norge AS notified the Group to terminate a drilling service contract with the Group on one of its semi-
submersible rigs under construction as the rig was not able to deliver on schedule. Since further arrangements following the termination
with BP Norge AS are under negotiation, the outcome thereof cannot be reasonably determined as of the date of approving the financial
statements.

27. Comparative amounts

The balances with related parties have been reclassified to the respective accounts, namely prepayments, deposits and other receivables
and trade and other payables, based on the nature of transactions. In addition, certain comparative amounts have been reclassified to
conform with the current period’s presentation.

28. Approval of the interim condensed consolidated financial statements

The interim condensed consolidated financial statements for the six months ended 30 June 2009 were approved and authorised for issue
by the board of directors on 28 August 2009.
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