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Chairman’s Statement

Chairman & CEO  Fu Chengyu

Fu Chengyu

Chairman and Chief Executive Officer

At CNOOC Limited, we believe that fulfilling our corpo-
rate social responsibility (CSR) goals requires more than
acknowledgement, belief and thought from senior man-
agement to individual employees; we believe it is a con-
cept that should be integrated into our management
system and organizational culture.

In recognition of the worldwide trend of placing empha-
sis on CSR, we actively explore the overlapping goals
between social responsibility and our business devel-
opment strategy. As we strive to consistently improve
the performance of the Company’s management and
operations, we are seeking ways to leverage social re-
sponsibility to facilitate the development of both the Com-
pany and society.

Over the past two years, we have primarily focused on
further integrating CSR into our management system
and increasing employee participation in our CSR ini-
tiatives.  We have taken concrete actions on social re-
sponsibility that combine the Company’s economic,
environmental and social responsibility with develop-
ment needs. CSR initiatives have been reflected on the
Company’s business goals and development model.

An example of achieving the first goal can be seen by
the measures we have taken to reduce energy consump-
tion and emissions. Both society and industry have in-
creasingly recognized the significance and importance
for reducing emissions and saving energy, and we have
incorporated it as part of our business objectives and
brought into the management system. Based on the ef-
forts on spontaneous energy saving and emission con-
trol, we are implementing these goals through all levels
of operations by establishing an energy saving man-
agement system. These measures include appointing
fulltime managerial staff; establishing and strengthen-
ing various statistical accounts; conducting technologi-
cal research on energy saving and emission reduction;
analyzing and establishing energy saving and emission
reduction standards; developing energy saving design
standards for offshore operations; and implementing
nearly one hundred energy-saving measures and
projects. In 2007, the combination of these initiatives
saved approximately 136,000 tons of standard coal.

I am especially proud of our success in implementing our
second goal of employees’ support and participation in
fulfilling social responsibility. Our employees have con-
sistently proved to be the most loyal practitioners and
ardent participants in fulfilling the economic, environmental
and social responsibilities of CNOOC Limited.

The disaster relief following the tragic Wenchuan earth-
quake in May this year was an impressive example. To
allow the offshore employees to work conveniently in
shifts, the Company rented 27 helicopters during the
year. After Wenchuan earthquake, the Company de-
cided to dispatch 14 helicopters to earthquake-stricken
areas for supporting disaster relief besides contributing
money for reconstruction. Although every employee
understood that their shift period would increase from
the normal one or two hours to more than 10 hours and
they would be subjected to tumultuous sea conditions,
all the employees expressed strong support for the
Company’s decision.

It gives me great pleasure to inform you that over the past
two years, CNOOC Limited has not only successfully
achieved value growth, but also upheld our Company’s so-
cial responsibility philosophy in a better manner.

In my opinion, although CNOOC Limited has taken the
lead in CSR and there has been widespread recogni-
tion of our achievements, but frankly speaking there is
still enormous space for systematic improvements as
well as in the timely and comprehensive demonstration
of our Company’s values and actions. With these goals
in mind, our continued pursuit and all our future actions
can be summarized into one phrase _ “working on sus-
tainable progress”.
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Total revenue (millions of RMB)

2007 90,724

2006 88,947

2005 69,456

2004 55,222

2003 40,950

Net profit (millions of RMB)

2007 31,258

2006 30,927

2005 25,323

2004 16,139

2003 11,497

Net production (BOE/day)

2007 469,407

2006 457,482

2005 424,108

2004 382,513

2003 356,729
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About Us

CNOOC Limited (the “Company”, together with its

subsidiaries, the “Group” or “We”) incorporated in

Hong Kong in August 1999 and was listed on New

York Stock Exchange (code: CEO) and Stock Ex-

change of Hong Kong Limited (code: 0883) on 27

and 28 February 2001, respectively. The Company

was admitted as a constituent stock of Hang Seng

Index in July 2001.

The Group is China’s largest producer of offshore

crude oil and natural gas and one of the largest in-

dependent oil and gas exploration and production

companies in the world. The Group mainly engages

in oil and natural gas exploration, development, pro-

duction and sales.

The Group has four major production areas in off-

shore China, which are Bohai Bay, Western South

China Sea, Eastern South China Sea and East

China Sea. It is also one of the largest offshore crude

oil producers in Indonesia. The group also has cer-

tain upstream assets in regions such as Africa and

Australia.

In 2007, the total income of the Company reached RMB

90.72 billion. The net profit hit an all-time high, reach-

ing RMB 31.26 billion. The Company’s total tax pay-

ment was RMB 22.138 billion. The year-round net pro-

duction amounted to 171 million BOE. As of Decem-

ber 31st 2007, the Group owned net proved reserves

of approximately 2.6 billion BOE and its average daily

net production was 469,407 BOE. The Group has 3,288

employees and total assets of approximately

RMB179.8 billion.
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About Us

Our Strategy Objectives
CNOOC Limited will continue to maintain stable growth with the production CAGR target of 7%-11% during 2006

and 2010, ensuring the Company’s total production of oil and gas steps up to a new level.

CNOOC Limited will continue to promote the Company’s management system and mechanism, meanwhile enhance

the Company’s management level and business performance to line up with the competitive level among interna-

tional peers.

As technology innovation is the Company’s core competence. CNOOC Limited will promote and construct techno-

logical innovation systems gradually in order to ensure the leading place for major technology innovations domesti-

cally and advance internationally in part of key technology innovations.

CNOOC Limited will consistently implement energy saving and efficiency initiatives, promote clean production, and

simultaneously reduce emissions under the principles of sustainable development.
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About Us

Company Overview
As an energy company with a strong sense of corporate responsibility, we believe that our primary
social responsibility is to supply clean, reliable and stable energy for society and to meet reasonable
energy needs through exploring natural resources in a safe, efficient and environmental friendly way.
As a Chinese company, we have been standing firmly with international energy giants and contribut-
ing to the resolution of global energy issue, with particularly close attention paid to the country’s
energy needs.

Exploration

Exploration is the leading priority among the company’s

business.  In recent years, the Company has increased

its exploration expenditure and expanded its explora-

tion efforts consistently.

In 2007, the Company enhanced its exploration activi-

ties in offshore China, achieving significant results in

drilling activities and seismic data acquisition. During

the year, the Company made 12 new discoveries in off-

shore China, among which 11 were independent dis-

coveries. In addition, 10 structures in offshore China

were successfully appraised.

Benefiting from these successful exploration activities,

the Company’s reserve has increased steadily over the

years. By the end of 2007, the Company’s net proved

reserves reached around 2.6 billion BOE with a reserve

replacement ratio of 142%. At the time of its listing in

2001, the reserve was only 1.79 billion barrels.  Within

seven years, the net proved reserves increased by

45.3%, taking out output consumption.

Construction

2007 was an exceptional year in the Company’s his-

tory.  We not only shared the great joy of successful

resuming production of Liuhua 11-1 oilfield, but also ex-

perienced the suspension of Dongfang 1-1 due to sub-

sea pipeline incident. With concerted efforts, our net

output reached 171 million BOE, higher than the upper

limit of the target set at the beginning of the year.

In 2001, the Company only owned 16 oilfields in pro-

duction in offshore China. As at the end of 2007, the

number of producing oilfields increased to 58 through-

out offshore China.

Technology Innovation

In 2007, the Company continued to focus its scientific

research on exploration and development. Some of re-

search achievements were put into action and brought

about considerable profits.  In addition, two of our re-

search achievements won the Second State Techno-

logical Progress Award within the year.

Some of our research projects led to major break-

throughs in our operations. Liuhua 11-1 oilfield, which

has suspended production for a year, through indepen-

dent innovation together with integrating domestic and

international resources, it resumed production one year

earlier than expected. We also achieved seven techno-

logical innovations, and developed a deep-water repair

model and trained a work team. In addition, Weizhou

oilfields in Beibu Gulf have successfully applied our well-

bore stability technology.  This technology has both

solved the problems of well-bore instability and also

resulted in remarkable economic profits.

Innovations in small oilfield development technology are

valued by their ability to change wastes into treasure.

In 2007, the commencement of the “super-small”

Bozhong 34-3/5 oilfield further proved that the Com-

pany had seized a cutting-edge competitiveness in ap-

plying this technology in the industry.

Energy Conservation & Emissions Reduction

Since November 2007, the wind farm on Suizhong 36-

1 oilfield has started to supply electricity for the field’s

daily production. This small change could result in a

reduction of 3,500 tons of CO2 emissions each year.

Such usage of wind energy on offshore oilfield set up a

precedent for the oil and gas industry in China.

Apart from Suizhong 36-1 oilfield, we also implemented

the concept of energy conservation and emissions re-

duction in various aspects: from technology innovation,

to implementing “zero emission” and reasonably recy-

cling resources, from turning off some of the lightings to

controlling the water flow. All these have reflected our

belief and persistence in contributing to the resolution

of energy problem from aspects of conservation and

environmental protection.
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Milestones

2007
March Passed the external auditor’s audit and became one of the first

overseas companies listed in US conforming to Section 404 of
Sarbanes-Oxley Act (“SOX404”) standard.

May Donated HK$ 2.85 million to CUHK.

June Donated A$ 68,500 to West Australian Symphony Orchestra.

August CNOOC Limited donated 1 million to fully supports Hong Kong
visit of China deep-sea research vessel “Dayang Yihao”.

October Mr. Fu Chengyu, the Company’s Chairman and CEO, ranked No.
21 in the list of 100 most powerful and influential people in busi-
ness and finance throughout the Asia-Pacific by Asiamoney.

November Ranked the Best Asian Oil & Gas Asia Companies in China and top
3rd Best Oil & Gas Asia Companies in Asia by Euromoney.

November The wind farm on Suizhong 36-1 oilfield has started to provide
electricity for its daily production. Suizhong 36-1 oilfield became
the first partly wind-powered oilfield in the world.

December Awarded Best Shareholders’ Relations Oil & Gas Company in Asia
2007 and Mr. Fu Chengyu, the Company’s Chairman and CEO,
awarded the Best CEO in Asia Oil & Gas Industry in 2007 by
Institutional Investors.

December CNOOC Limited worked hand in hand with Chinese Foundation
for Lifeline Express to carry out “Brightness Action” in Hainan Is-
land and build ophthalmic micrurgy training center and donated
RMB 5.2 million.

December The supply vessel “De Jin” rescued 13 distressed fishermen on the
“Qiong Dan Zhou 11046” trawler of Hainan Province in the vicin-
ity of Xijiang oilfields of Shenzhen Branch Company.

2006
February We donated US$50,000 to the Philippines National Red Cross

following the landslide in Southern Leyte, the Philippines.

April The “Nan Hai 203” tug boat in Weizhou 11-4 oilfield in Western
South China Sea rescued 11 members of the crew and valuables
on the damaged fishing boat in the vicinity and towed the dam-
aged fishing boat back to Weizhou Island.

May The Company, together with our partners of Australian NWS
project, jointly sponsored West Australian Symphony Orchestra
to visit China. The Company has donated a total of A$ 100,000
over the past three years.

May Large scale evacuation and production restart very successful,
no casualties or spills caused by typhoon Chan Chu.

May Ranked at the top in the “Best Managed Companies in China”
category by Finance Asia for the third consecutive year.

September Fu Chengyu, the Company’s Chairman and CEO was awarded
China Business Leader 2006 by Chinese Business News and
CNBC.

October CNOOC Limited donated HK$ 2.85 million to CUHK to further
encourage more inland students to participate in the interna-
tional students exchange program.

November The LPG reformation project of FPSO of “Nanhai Fenjin” in
Wenchang oilfield was completed and could recover 100,000
cubic meters of light hydrocarbon, which played a positive role
in the protection of marine environment.

December Awarded Best Corporate Governance and Best Managed Com-
pany by Asiamoney.
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Stakeholders

Through closely interacting with stakeholders, CNOOC Limited continues to enhance their understand-
ing of the Company’s core concepts, strategies and practices, in order to further establish trust and
support. Meanwhile, with full respect to the stakeholders’ beliefs and interests, the Company con-
sciously takes responsibility to maximize both the Company’s value and society value _ resulting in a
“win-win” situation.

Employees
CNOOC Limited regards its employees as the

Company’s greatest asset. We believe that the employ-

ees, as the Company’s value creators, should share

the Company’s value. To that end, CNOOC Limited is

committed to create a harmonious, healthy and fair

working environment, to promote employees’ overall de-

velopment and to realize the growth of the employees

together with the Company.

See “Grow along with Our Employees” for details.

Shareholders, Investors &
Creditors
We respect the support and help supplied by share-

holders, investors and creditors for the Company’s de-

velopment, and greatly appreciate their role and value

in the development of the Company.

We are continuously optimizing the Company’s man-

agement and operation, improving its profitability, en-

hancing its performance, and promoting its intrinsic

value. We also maximized shareholders’ returns and

share the Company’s growth and development with

them by reasonable market performance and the distri-

bution of dividends and bonus.

Partners
During the cooperation with partners, CNOOC Limited

has been adhering to the “win-win” strategy.

On the basis of respecting the partners and cooperat-

ing for win-win, we are pleased to devote our opinions

and strengths, share the techniques, experience and

achievements with our partners and strive to contribute

to industry development.

Contractors & Suppliers
CNOOC Limited is willing to develop and consolidate

cooperation with suppliers who demonstrate excellent

performance and regular qualification, abide by the dis-

ciplines and laws, focus on HSE, and are committed to

social responsibility on the premise of equality, mutual

trust and mutual benefit.

To contribute further to the cooperative relations with

contractors and suppliers, the Company also requests

contractors and suppliers accepted HSE policies for

the Company-related business, closely focus on the

performance in those aspects and share the

Company’s social responsibility concepts in addition

to abiding by the commercial morality, laws and regu-

lations together.

Governments
In addition to dutifully fulfilling tax obligations, CNOOC

Limited responds actively to the requirements of the

countries in which we operate.  The Company strives to

promote industry progress, strictly follow relevant laws

and regulations, and contribute to the Company’s ex-

perience and strength with regard to the relevant in-

dustry issues.
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Stakeholders

Public & Community
We believe that one of our main obligations is to ex-

plore for more energy resources and supply stable and

reliable energy to satisfy the public’s needs for clean

energy. CNOOC Limited adheres to the value-driven

principle of exploring for oil and gas resources in an

active and reasonable way, and strives to make our own

contribution to solving the global energy problems es-

pecially China’s energy needs.

To optimize the social environment, improve the busi-

ness environment, and protect the natural environment

is also regarded as our important responsibility. Com-

plying with the requirements of regulatory institutions in

practice, CNOOC Limited consistently enhances our

corporate governance level and strives to create a trans-

parent and fair business environment. In operation, the

Company adheres to strict HSE policies and implements

energy saving and emissions reduction measures.

Meanwhile, the Company also augments its support for

social public welfare to promote the further harmoniza-

tion of social environment.

In addition, CNOOC Limited also considers that the

Company should help to increase the employment in

corresponding communities and promote the economic

development and social progress where it operates,

while working for the growth of itself.

Relevant Institutions &
Organizations
CNOOC Limited takes the concerns of the relevant in-

stitutions and organizations seriously.  The Company

offers support and coordination for the willingness to

understand the Company’s ideas and practice by en-

couraging dialogues through appropriate channels.

Through this communication, the Company can better

understand the concerns of relevant institutions and

hopes to reach mutual understanding.

In addition, we strive to establish effective partnerships

with relevant institutions and organizations, participate

in public policy and trade standard research, and focus

on industry and policy development in order to contrib-

ute to the industry’s development.

Clients & Consumers
The companies and organizations operating in the

middle and down-stream oil and gas industry are

CNOOC Limited’s main and direct consumers. Most of

them are active advocators and practitioners of corpo-

rate social responsibility. CNOOC Limited, together with

its customers and consumers, are achieving common

progress constantly during the process of undertaking

social responsibility.
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Corporate Governance

May 2006 CNOOC Limited ranked the top of the Best Managed Com-
panies in China by “Finance Asia” for the third consecutive
year.

December 2006 CNOOC Limited was awarded Best Corporate Governance
and Best Managed Company by “Asiamoney”, with Mr. Fu
Chengyu, Chairman &CEO named as “The Best Executive”.

November 2007 CNOOC Limited was ranked the Best Asian Oil & Gas Asia
Companies in China and top 3rd Best Oil & Gas Asia Com-
panies in Asia by Euromoney.

December 2007 CNOOC Limited was awarded Best Shareholders’ Relations
Oil & Gas Company in Asia 2007 and Mr. Fu Chengyu,
Chairman &CEO was awarded the Best CEO in Asia Oil &
Gas Industry in 2007 by Institutional Investors.

Governance Standards
The Company has always upheld and executed high

standard of business ethics, for which its transparency

and governance standards have been recognized by

the public and its shareholders. High and strict stan-

dard of corporate governance enables the Company to

operate steadily and efficiently and maximize the long-

term interests of the Company and its shareholders.

The effective management of the Board and its com-

mittees has further enhanced the Company’s gover-

nance standards. As a result of its excellent corporate

governance, the Company has secured top positions

on the lists of well-managed companies compiled by

Asiamoney, Euromoney, Finance Asia and Institutional

Investors.

Board of Directors
The Board of Directors (the “Board”) is currently com-

posed of twelve members, including four Executive Di-

rectors, three Non-executive Directors and five Inde-

pendent Non-executive Directors.

Structure Chart of the Board

The responsibility of the Board is to direct, guide and

oversee the conduct of the Company’s businesses and

to ensure the maximization of the shareholders’ inter-

ests has been met.

The Board

Audit
Committee

Nomination
Committee

Remuneration
Committee

The Board

1 Lawrence J. Lau

2 Zhou Shouwei

3 Fu Chengyu

4 Edgar W. K. Cheng

5 Chiu Sung Hong

6 Yang Hua

 7 Evert Henkes

 8 Luo Han

 9 Tse Hau Yin, Aloysius

10 Wu Zhenfang

11 Wu Guangqi

1
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11
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Corporate Governance

Code of Ethics
In 2003, the Board approved a code of ethics (“Code of

Ethics”). The Code of Ethics provides the guidelines and

requirements to the directors and senior management

of the Company in legal and ethical matters with regard

to supervisory rules, insider dealing, market malprac-

tices, conflict of interests, corporate opportunities, pro-

tection and proper use of corporate assets as well as

report requirements, etc. In order to further improve the

corporate governance standards, the Board reviewed

and revised the “Code of Ethics” in 2005.

Internal Control & Risk Man-
agement
The Company places high importance on the preven-

tion and control of various risks encountered during

operations. Through issuing rules and regulations, the

Company has established a multilevel and comprehen-

sive protection system for the health of its employees,

environmental protection, customer stabilization, prop-

erties safety, operational safety, investment, capital and

business reputation to guarantee the stakeholders’ rights

and interests.

Internal Control

In order to better conform to the requirements of

SOX404, the Company has established a system and

mechanism over financial, operational and compliance

controls, and has effectively promoted the execution of

internal control through a number of measures.

Adopting the internal control framework issued by

COSO, the Company has improved its internal control

related to financial reporting and financial information

disclosure, as well as the efficiency and quality of such

practice. In 2006, the Company became one of the first

oversea companies listed in US in line with the stan-

dard of SOX404.

In order to continuously develop its control system, the

Company has established assessment standards for

internal control design and testing, and has conducted

an extensive and continuing review, evaluation and im-

provement of internal control of the Company. In 2007,

the Company’s internal control continued to be effec-

tive.

Risk Management

The Company has established an Investment and Risk

Management Committee. According to the Company’s

overall strategy, the committee sets the overall objec-

tive for corporate risk management, assesses, reviews

and approves the risks with regards to the Company’s

major decisions, important events and key business

operations etc, and regularly submits risk management

reports to the Board that addressed solutions for major

risks.

In 2007, the Company adopted the enterprise risk man-

agement framework of COSO as a guidance and con-

ducted comprehensive integration and optimization of

the original risk management system.

Audit & Supervision
In order to strengthen the supervision of the Company’s

risk and internal control system, the Company has es-

tablished an internal audit-based supervision system.

Through the combination of the “Internal Audit Char-

ter”, financial information guarantee system and anti-

fraud system, a more comprehensive enterprise super-

vision and management system was formed.

Based on the establishment of the corporate supervi-

sion and management system, and according to the ver-

tically integrated management report system and op-

eration mode as well as the compiled “Audit Manual”

and the internal audit process, the Company has suc-

cessfully fulfilled its supervision responsibility to ensure

effective audit is carried out.

Anti-fraud
The Company places considerable emphasis on the

formation of employee’s morality. In order to strengthen

internal management, improve self-restraint capability

and ensure smooth production and business activities,

the Company has adopted and effectively implemented

the “Employee Handbook of Business Conduct and Eth-

ics” and the “Approaches to Employee’s Malfeasance”

as well as developed systems of effective punishment

and fraud prevention.

“Employee Handbook of Business Conduct and

Ethics” describes the codes of conduct or stan-

dards that employees should follow at work to

avoid improper behavior, promote honesty and

ethical behaviors abiding by laws and regula-

tions, to avoid conflict of interests, to provide

comprehensive, equitable, accurate, timely and

transparent disclosure, and to discover the

behaviors violating discipline and the require-

ments of this handbook  in a timely manner.

“Approaches to Employee’s Malfeasance” pre-

scribes the detailed response to behaviours

violating relevant state laws and regulations as

well as the Company’s own rules and regula-

tions. This includes violations of the produc-

tion and business management order, finan-

cial discipline and the regulations of uncor-

rupted operation, as well as corruption and

bribes.

In addition to strictly complying with the relevant codes

and systems, the Company’s employees also actively

carried out self-inspection to effectively prevent, discover

and correct all mistakes and fraud in a timely manner,

and ensure the normal, orderly and efficient operation

of the Company’s business activities.Vertically Integrated Management Report System

Compliance
officer

Audit and
Supervision
Department

Subsidiary of
Audit and

Supervision
Organization
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Safety and Environmental Friendly Production

While striving to increase oil and gas supply to fully meet the energy needs of economic development,
CNOOC Limited has been adhering to the production concept of health, safety and environment (HSE),
and regarding HSE as an important guarantee of the Company’s sustainable development.

HSE Management Performance

The intensive offshore production facilities and the huge

amount of related resources employed during develop-

ment have brought considerable safety risks to offshore

operations. In the process of daily production, CNOOC

Limited places HSE in a very prominent position.

CNOOC Limited has achieved outstanding performance

in production safety through many years of continuous

improvement and systematic management. In 2006 and

2007, there were no significant casualties. In addition,

the Company maintained to be above average among

international oil companies according to the statistical

indicators of the Occupational Safety and Health Ad-

ministration (OSHA).

HSE Management System

Since 2002, the Company has been promoting the sys-

tematic HSE management in operations. In the construc-

tion of the safety management system, CNOOC Lim-

ited continues to improve this system by focusing on

the production features of offshore oil and gas fields,

and emphasizing systematic management of safety and

accident prevention in operating activities. In addition,

CNOOC Limited carries out systematic audits for the

targeted subsidiaries undertaking production operations.

Proved by results for many years, these audits have

played a very positive role in urging the subsidiaries to

implement and improve their management system.

OSHA Statistics

Rate of
cases away

Gross
man-hour

Rate of
Recordable

cases

Company
staff

Company staff
& direct

contractors

Company staff
& direct

contractors

Company staff
& direct

contractors

Company
staff

Company
staff
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Implementation of the “Three
Simultaneities” System

The “Three Simultaneities” system is an important
production safety management system requested
by the State’s national HSE regulations, which de-
sign, install, and operate HSE facilities simulta-
neously with the project development.

The implementation of the “Three Simultaneities” sys-
tem is fundamental work of CNOOC Limited’s produc-
tion safety management. According to the features of
offshore oil and gas fields, CNOOC Limited strictly imple-
mented the “Three Simultaneities” system to all offshore
facilities. The implementation of this system has effec-
tively established a solid foundation for the Company’s
production safety.

“5 Do Not Safety Rules”

In 2006, CNOOC Limited introduced safety be-
havior criteria of “5 Do Not Safety Rules”, and
higher requirements about safety risk, measures,
equipments, environment and skills in work place.
In 2006 and 2007, all the operating units of
CNOOC Limited integrated the thoughts of these
behavior criteria into safety management, and pro-
moted actively “5 Do Not Safety Rules” through
various ways among employees.

On August 3rd 2006, due to the sudden change
of path of typhoon Prapiroon, the offshore sup-
porting vessel Hai Yang Shi You 298, which served
for CNOOC Limited’s offshore oilfields, was hit by
the typhoon. The towline was pulled apart and 68
workers onboard were in danger. After receiving
this report, CNOOC Limited headquarters emer-
gency response command center was immediately
activated. The Headquarter Emergency Response
Command Center, the emergency response cen-
ters in Zhanjiang and Shenzhen Branch Compa-
nies, and the shipping emergency response com-
mand center cooperated effectively, dispatching
rescue ships and helicopters to the site for salvage.
Ultimately, all 68 crew members were evacuated
safely under the support of emergency team of
HKSAR.

Shenzhen Branch Company particularly designed
and implemented “Inspection Plan of Driving Be-
haviors” in 2006, mainly observing the drivers’ be-
haviors such as reminding the passengers to buckle
up, not making a phone call during driving, and
stopping at safe area for the passengers to get in
or out of the car. By providing training for all the
drivers and establishing incentives, the drivers’ key
driving behaviors have been improved. In 2006,
Shenzhen Branch Company had completed a total
of 490 inspections of vehicle driving behaviors.

Safety Production
On the basis of establishing an effective HSE manage-

ment system, CNOOC Limited pays special attention

to the implementation of the “Three Simultaneities” sys-

tem, the safety management of contractors and emer-

gency response management, the comprehensive pro-

motion of “5 Do Not Safety Rules”. As a result, the Com-

pany has achieved a high level of production safety and

guaranteed a high speed development.

Safety Management of Contractors

CNOOC Limited highly focuses on the management of

contractors’ production safety. As a result, the Company

adopts serious measures to manage and control the

contractor’s production safety. In 2006, CNOOC, our

parent company, issued a document titled “Regulations

on Contractor’s HSE Management”, in which all CNOOC

Limited’s subsidiaries are regulated comprehensively

on the selection of contractors, the supervision and

management of production safety conditions, accident

reports and performance evaluation. With our continu-

ous efforts, the safety management of CNOOC Limited’s

contractors has been improved significantly.

Establishment of Emergency Response
Capability to Accidents

Emergency response efficiency is especially important

to CNOOC Limited due to the highly flammable nature

of the gas and oil as well as the offshore location of

the primary operating areas. Therefore, the Company

has established an effective offshore emergency re-

sponse and rescue system based on the needs and

characteristics of offshore operation accident rescue,

in order to ensure the safety of offshore operations and

our employees.

CNOOC Limited regards accidents and emergency re-

sponse as one important part of safety management

annually and constantly consolidates the construction

of emergency response capability. In 2007, 4 branch

companies have built, upgraded and reformed their

emergency response command centers.

Traffic & Off-duty Safety

In addition to employee production safety, CNOOC Lim-

ited attaches particular importance to the employees’

off-duty safety. Through the analysis of the employees’

off-duty injury accidents, we realized that the employ-

ees’ off-duty traffic safety is an issue that cannot be ne-

glected.

Not only the Company holds traffic safety meetings an-

nually, but also conducts detailed analysis of relevant

traffic accident cases, establishes countermeasures and

assigns the plans for the upcoming year. As a result of

these constant efforts, no major traffic safety accidents

have occurred in CNOOC Limited for many years.

Safety production emphasized in all operation processes

Safety and Environmental Friendly Production
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In December 2007, Tianjin Branch Company
signed the “Agreement on Concentrated Treatment
and Disposal of Solid Waste” with CNOOC’s Bihai
Environmental Protection Company, and enhanced
the level for disposal and recycle of offshore waste.
As a result, Bohai oilfields achieved concentrated
control of offshore solid waste, the effectiveness of
the treatment and the standards of offshore indus-
trial solid waste, oil _ contained wastewater and
drilling cuttings and mud have been improved sig-
nificantly.

On April 28th 2006, the project of biochemical
treatment equipment of Weizhou terminal waste
water COD (Chemical Oxygen Demand) was com-
pleted. The equipment solved problems such as in-
adequate waste water treatment capacity and high
energy consumption, with daily treatment capacity
of 1,200 m3.

On December 8th, 2006, Zhanjiang Branch held
an integrated emergency drills including oil spills,
which further enhanced its capability to control
offshore oil spills. Meanwhile, Zhanjiang Branch
invited the relevant government departments to ob-
serve the exercise. They highly affirmed this exer-
cise.

Environmental Protection
While pursuing its business development and maximiz-

ing shareholders’ interests, CNOOC Limited regards

environmental protection as one of its core social obli-

gations and responsibilities. We continue to enhance

our environmental management standards by improv-

ing the management system and introducing technol-

ogy innovations so that we can fulfil our obligations and

responsibilities as a qualified corporate social citizen.

Environmental Protection Management

Environmental protection measures are implemented

through all aspects of oil and gas production. CNOOC

Limited’s headquarter and its branches have established

HSE management system that aligns with their individual

features. This system has been operating effectively for

many years as a result of continuous improvement.

As of 2007, the Company’s Wenchang 13-1/2 oilfield,

Ya 13-1 gas field, Qinhuangdao 32-6 oilfield, and Liuhua

oilfield have obtained ISO14000 Environmental Man-

agement System Certification.

Since 2006, CNOOC Limited requires all subsidiaries

to employ qualified evaluation organizations to compre-

hensively assess the environmental pollution hazards

that could occur as a result of safety accidents, espe-

cially potential pollutant leakage by the drainage sys-

tem of land-based oil and gas treatment plants.  Ac-

cording to the assessment, the drainage system and

water storage facilities were renovated to eliminate the

source of serious environmental pollution hidden trouble.

Pollution Prevention

Drilling fluid, all types of sewage, solid waste are the

main targets of pollution prevention during the process

of oil and gas exploration and development. The Com-

pany prescribes detailed and specific pollutant preven-

tion measures and management procedures:

Pollution is prevented during the entire process,

and control measures are implemented

throughout design, construction and various

stages of production.

The oil-based mud and oil-contained cuttings

are all shipped onshore for safe disposal.

With regard to the hydrocarbons discharged

with production water, CNOOC Limited adopts

physical, chemical and biochemical treatment

measures and utilizes water treatment equip-

ment suitable for local production water to en-

sure the oil concentration of production water

discharged is below the national standards.

The solid waste, such as the industrial waste

generated from offshore operations, is all

shipped onshore for treatment by qualified fac-

tories, reducing the pollution of the marine en-

vironment in a maximize level

In 2006, CNOOC Limited conducted a detailed exami-

nation of the pollution discharge by the offshore oilfields

and mapped out emissions reduction measures by in-

creasing the reinjection of production water. In 2007,

these measures were implemented gradually and

brought excellent environmental benefits.

The average oil content of discharged production water

from our offshore oilfields is 11.3mg/l in 2006 and

11.9mg/l in 2007. The oil contents of discharged pro-

duction water in our operating areas were below the

standards of operation areas.

In 2006 and 2007, discharged production water were

139,61 and 154,45 thousand cubic meters respectively.

In 2007, CNOOC Limited prioritized clean production

as one of the key environmental protection efforts, and

required onshore terminals to implement a system of

clean production auditing. The oil & gas treatment plants

in Boxi and Suizhong 36-1 fields carried out clean pro-

duction audits in 2007.

Oil Spill Response

The prevention and control of offshore oil spills during

the production of offshore oil and gas and the transpor-

tation of crude oil is of utmost importance. CNOOC Lim-

ited, according to state requirements, has set up an oil

spill emergency plan, which has been examined and

approved by the state administrative department of

marine affairs. The Company was also equipped with

the oil spill recycle facilities according to the develop-

ment scale of oil and gas fields. To effectively deal with

the oil spill accidents, CNOOC Limited also signed a

service agreement with China Offshore Environmental

Service Limited (“COES”). As of 2007, the Company

has established oil spill response bases in Bohai Bay

and South China Sea. It is estimated that by 2010 the

coverage of CNOOC Limited oil spill response bases

will extend to Zhoushan, Dongfang and Wenchang of

Hainan and other places.

Yacheng 13-1 gas field terminal

Safety and Environmental Friendly Production
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Tianjin Branch Company carried out 9 energy sav-
ing and emission reduction projects in 2007. Cal-
culated according to the energy saved through tech-
nical measures, the energy saved all year around
amounted to 41,185 tons of standard coal, 3,648
tons above quota. On March 31st, 2007, the abun-
dant gas in Luda oilfield was successfully re-injected
into the stratum, indicating that the “Comprehen-
sive Recycling Project of Hyper-pressure Natural
Gas Reinjection and Storage” of offshore oilfield
first initiated in China was advanced to pilot pro-
duction stage. It saved exceeded RMB 120 million
from diesel electric power generation annually. By
the end of 2007, this project completed 26.85 mil-
lion cubic meters of re-injected natural gas, equiva-
lent to 35,706 tons of standard coal.

For energy saving and to minimize the emission of green-
house gas, CNOOC Limitd started to collect oilfield as-
sociated gas to make LPG under current production con-
ditions through technology innovations. From 2005, the
innovation project took place on the Company’s FPSO
“NanHaiFenJin”; the main production equipment of
Wenchang oil filed. This project overcame many tech-
nological difficulties related to the hull, safe operation
for  the treatment storage and transport of the associ-
ated  gas. On 17th of Nov 2006, the first cargo with
LPG from the FPSO shipped out of the oilfield success-
fully. The project can collect 100 thousand cubic meter
of LPG, and reduce GHG emission up to 150 thousand
tons of carbon dioxide. The economical and environ-
mental benefits are outstanding, with this model will be
extended to other oilfields successfully.

Energy Saving & Emissions
Reduction
As a corporate citizen committed to creating a friendly en-

vironment, CNOOC Limited has been participating actively

to combat global climate change. Through saving energy,

reducing greenhouse gas (GHG) emission and improving

energy efficiency to reduce the pollution generated from

production operations, CNOOC Limited takes great efforts

to pursue the harmony of human beings, enterprise, soci-

ety and the nature.

Energy Saving

As an active practitioner of energy saving and environ-

mental protection, CNOOC Limited has adopted com-

prehensive energy-saving practices from production to

daily operation.

In order to reduce energy consumption in oil and gas produc-

tion, energy saving and emission reduction are regarded as

the most important measures to assess the Company’s op-

eration performance. At present, two of the Company’s four

branches have been rated as State-grade Top 1000 Enter-

prises Energy Efficiency Program entities, and one rated as

Top 1000 Enterprises Energy Saving Action entity in

Guangdong province. Since 2006, the Company has been

implementing these goals through all levels of operations by

establishing an energy saving management system. Mean-

while, CNOOC Limited has implemented nearly 100 energy

saving measures and projects by establishing energy saving

work groups and offices at all levels, issuing a series of energy

saving management systems, publicizing energy saving re-

lated materials and providing relevant trainings. In 2007,

CNOOC Limited invested RMB 87.12 million in energy saving

reformation projects and achieved remarkably results of sav-

ing 136,000 tons of standard coal within the year.

Moreover, all the employees of the Company have developed

the awareness for environmental protection and energy sav-

ing. From saving a piece of paper, a kilowatt-hour to a drop of

water, energy saving has been transformed into a conscious

action as part of everyday routine.

Emission Reduction

Since 2006, CNOOC Limited has undergone efforts to re-

duce the emission of GHG by recycling associated gas. The

Company conducted a statistical analysis of GHG for all the

offshore oilfields in 2007 to obtain monthly information on

GHG emissions, which will provide the information neces-

sary to devise further emission reduction measures.

Substantial amount of associated carbon dioxide is commonly

found in the natural gas fields in South China Sea. In order to

effectively reduce these associated carbon dioxide emissions,

as well as to develop and utilize the economic value of car-

bon dioxide, CNOOC Limited considered the large-scale

comprehensive utilization of carbon dioxide as one of the

major technological research projects between 2006 and

2010. CNOOC Limited made substantive efforts in 2006 and

completed a specific investigation report on the disposal pro-

gram of associated carbon dioxide of offshore natural gas

field. Based on this report, CNOOC Limited will progressively

study the different forms of carbon dioxide storage and dis-

posal measures for the offshore natural gas fields.

Clean Energy

While striving to ensure the safety of production and opera-

tion, CNOOC Limited is also devoted to develop clean en-

ergy and create an environmental-friendly society.

As a responsible energy company, we are committed

to develop and produce clean energy in the form of

natural gas. We present our business development

strategies undoubtedly: to focus on exploring natural

gas, to leverage China’s rapidly growing natural gas

market and to actively expand the natural gas busi-

ness domestically and abroad. The Company is ac-

tively carrying out natural gas exploration and devel-

opment in offshore China and overseas. In 2006, the

North West Shelf Project in Australia, which the Com-

pany has interests, started transporting liquefied natu-

ral gas (LNG) to coastal areas in China. In 2007, the

Company’s natural gas output reached 559.6 million

cubic feet per day, which counted up to 20.8% of the

total output of oil and gas.

In 2007, the Company has made significant breakthrough in

wind power generation. The wind farm on Suizhong 36-1

oilfield has started to provide electricity for the field’s daily

operation Therefore, Suizhong 36-1 has become the first

partial wind-powered oilfield in the world.

Wenchang 13-1/2 oilfield LPG Recycling Reformation
Project (Before, After)

Safety and Environmental Friendly Production
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a clear stage-by-stage objectives and implementation

plan. From municipal construction and the creation of

commodity trading market to the establishment of new

settlements for herdsmen and the promotion of the so-

lar lighting project, the work has brought about rapid

changes in Nima.

In Guangdong, CNOOC Limited donated 10 tons of die-

sel to the poor residents on Weizhou Island. In addi-

tion, the Company and its subsidiaries also donated to

the employees with difficulties.

Disaster Relief

In February 2006, a massive mudslide occurred in the

Southern Leyte Island, Philippines, causing heavy casu-

alties and severe property loss. The Company donated

US$50,000 to Philippines National Red Cross.

After the torrential rain brought about by the typhoon

“Bilis” on July 14th 2006, Guangdong has suffered from

the most serious flooding to hit the area in recent years.

The Shenzhen Branch acted promptly by, in the spirit of

mutual assistance, donating about RMB 730,000 on

behalf of the Company. The Chinese and foreign em-

ployees also donated RMB151,300 to the disaster ar-

eas in Guangdong province.

In 2007, Zhanjiang Branch donated new cotton-padded

quilts, clothes, jackets and other clothing valued at nearly

RMB 20,000 to the disaster area in Leizhou Peninsula.

Over the course of 2006 and 2007, the Company and

the subsidiaries organized donation activities of “Send

warmth and offer love”. Our branches responded posi-

tively and donated generously. The Company also or-

ganized a number of voluntary blood donation activi-

ties. All the employees participated actively and fully

carried forward the spirit of “healing the wounded and

rescuing the dying”.

Cultural Exchange

In August 2007, CNOOC Limited donated HK$1 million

to sponsor the visit of “Dayang Yihao” to Hong Kong.

“Dayang Yihao” is the only deep-sea survey vessel in

China, and also one of the most advanced scientific

survey ships in the world. The Company utilized this

opportunity to increase its communications and inter-

actions among the education and technology circles.

In February 2008, the Company donated 500 pounds

to sponsor the “China Now-Chinese Medicine Week”

held in London.

Starting from 2004, CNOOC Limited has sponsored the

West Australia Symphony Orchestra for the past four

consecutive years, providing a total of A$ 168,500 as of

2007. In May 2006, when the first ship of LNG was trans-

ported from Northwestern Australia to China’s

Guangdong LNG receiving terminal, 7 partners of the

Northwestern Australia Shelf Project co-sponsored A$

500,000 for the orchestra. As the sole Chinese enter-

prise sponsor, CNOOC Limited received praise from the

Australian government, business and social sectors, and

this played an important role in promoting the cultural

and art exchange as well as energy cooperation be-

tween the two countries.

Community Construction

In addition to pursuing the Company’s own develop-

ment, CNOOC Limited strives to contribute to the eco-

nomic progress and improve living standards of the

communities. In December 2007, CNOOC Limited en-

gaged in the “Brightness Action” campaign on Hainan

Island. The Company donated RMB 5.2 million and built

the CNOOC Limited Ophthalmic Micrurgy Training Cen-

ter in cooperation with the Chinese Foundation for Life-

line Express.

“Chinese Lifeline Express” is the first ophthalmic hospi-

tal built on a train in China. In March 2008, “Chinese

Lifeline Express” entered Hainan Island for the first time.

During the 3 months, it aimed to assist 2,100 poor cata-

ract patients to recover in Hainan province. Meanwhile,

CNOOC Limited also donated to build the 10th domes-

tic Ophthalmic Micrurgy Training Center in Hainan

People’s Hospital, which will provide specialized courses

Employees’ voluntary blood donation activities Support Hong Kong visit of “Dayang Yihao”

Lifeline Express brought brightness

Sponsor the West Australian Symphony Orchestra

Create Values for Society
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for local ophthalmologists through cooperation with the

advanced-level ophthalmic treatment institutions in the

Mainland and abroad. This will comprehensively improve

the quality of ophthalmic diagnosis and treatment of the

Hainan province and provide better medical treatment

for patients with ophthalmic diseases.

Volunteer Services

In our business operation areas, youth volunteer teams

formed by the Company’s employees are active all year

round. The Company regularly organizes youth volun-

teers to visit the hope schools and serve as volunteer

teachers.

Employees of Zhanjiang Branch have actively partici-

pated in environmental protection activities initiated by

local young volunteers. They laminated nearly 1,000

photos for free to the public. Their courtesy, enthusi-

asm, patience and attentiveness have been welcomed

and praised by the public.

International
Corporate Citizen
While expanding our business overseas, CNOOC Lim-

ited, on the basis of ensuring regular production and

operation, made proactive donations to the operating

areas, participated in public welfare activities such as

co-building the communities, which demonstrated the

image of international corporate citizen.

The Company actively contributed to the development

of local economies in the overseas operating regions.

In 2006 and 2007, the tax paid by CNOOC Limited to its

overseas operating regions reached RMB 1,009 million

and 842 million, respectively.

Kazakhstan

In the process of internationalization, CNOOC Limited

provided fair employment and development opportuni-

ties for employees in strict compliance with local laws

and regulations. In Kazakhstan, the Company attached

high importance to the employment of local staff. The

local staff constituted 60% of the total number.

Meanwhile, the Company also placed great concern on

the vocational training of local employees, and has

mapped out career development plans for them. Be-

tween 2006 and 2007, the Company held 10 training

courses and invested around US$ 5,800 in training.

Canada

Over the past two years, CNOOC Canada Limited es-

tablished good relations with the local Chinese com-

munities and charities through the China’s Consulate

General in Calgary, which further reinforced a positive

international corporate image.

Myanmar

In addition to strictly abiding by the local laws and regu-

lations, we were also aware of our assistance to local

community construction during our operational pro-

cesses of oil and gas exploration.

From 2006 to 2007, the Company invested US$35,000

in building and maintaining pagodas and supporting

local hospitals, local villages, schools and municipal

construction. The Company also coordinated local re-

lations and communications and provided operation

compensation.

Our employee with local people

Volunteers’ environment protection activities

Chinese and foreign employees’ happy faces

Create Values for Society
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Indonesia

Education and Culture

In 2006, CNOOC South East Sumatra (SES) Ltd.

invested US$ 84,000 to help two islands belong-

ing to the Kelapa Island renovate a kindergarten

and an elementary school then purchase new

equipment for them.

CNOOC SES Ltd. carried out “community devel-

opment” projects in local areas. The major project

was to offer scholarships for local children to sup-

port their education from kindergarten to univer-

sity students. Between 2006 and 2007, the total

investment amounted to US$ 77,000.

Co-building the Community

Responding to the need of residents on Nyiur and

Manca community for books, CNOOC SES Ltd. helped

two small libraries by donating many books of cooking,

handicrafts, marine environment and novels in coop-

eration with the local government. In order to enhance

the island residents’ knowledge about computers and

IT technology, CNOOC SES Ltd. also donated 31 com-

puters and related devices to the islands, and provided

voluntary training in basic computer knowledge for the

island residents.

CNOOC SES Ltd. regularly cooperates with specific

hospitals in Indonesia and takes practical action to sup-

port local medical work for children. In 2006, the Com-

pany financed 5 children, ranging in age from 7 months

to 5 years old, to receive cleft lip and palate repairing

operations.

In addition, the Company distributed food and other

necessities to local orphans and the poor. In 2006, the

relevant deliverability reached more than 1,000 shares.

August and September is the dry season for Kelapa

Islands. To assist local residents get through this period

in an easier way, CNOOC SES Ltd. provides clean drink-

ing water.

Respect the Local Culture

Most Indonesian citizens are Muslim. The local residents

go to the mosque to worship every day, but some

mosques did not have enough prayer rugs for all of their

worshipers. In 2007, we donated prayer rugs for Mus-

lims mosques on the 4 islands through a community

development project, which increased mosque atten-

dance by an average of 100 worshipers per mosque. In

addition, the Company donated offerings on Iedul Adha

Moslem festive.

Disaster Relief

In 2006, the central region of Java Island in Indo-

nesia suffered a 5.7 magnitude earthquake, which

destroyed local medical facilities, schools, houses

and many others. Through the community devel-

opment project, CNOOC SES Ltd. invested a to-

tal of US$ 150,000 to donate food, medicines,

and ambulances to the local Red Cross and hos-

pitals. The Company also participated in the re-

construction of a local health center.

Jakarta, the capital city of Indonesia, was hit by

severe floods in February 2007. The Emergency

Response Command Center of CNOOC SES Ltd.

successfully rescued 157 employees and collabo-

rators.

Create Values for Society
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At the establishment, CNOOC Limited was an

eligibility undertaker of social responsibility, but

now it consciously carry out the activities that

related to social responsibility and plan system-

atic implementations that are relevant.

The public expects companies, in particular en-

ergy companies, to undertake more social re-

sponsibilities. Has CNOOC Limited already

achieved the best state it can at present?

By considering the various aspects of undertak-

ing social responsibility, we discovered that al-

though the social responsibility initiatives of

CNOOC Limited were started early, developed

steadily, and received positive reviews, the re-

maining challenges were present all along.

As a young company, CNOOC Limited is still in

its infancy stage of growth. Its experience is lag-

ging far behind the industry giants in terms of ma-

turity. How can the Company resolve the pres-

sure of growth while actively fulfilling social re-

sponsibility? There are many procedures for the

operation of offshore oil and gas field. The risk

for accidents related to health, safety and envi-

ronment is relatively high. As a company mainly

Challenges and Prospects

engages in offshore oil & gas exploration and pro-

duction, how can we provide more environmen-

tally friendly, safer and healthier guarantees for

the Company’s production and operation riding

on the past glory record?

In the Company’s major operating regions China
_ the demand for energy, especially for clean

energy, is still growing steadily. How can their

demand be met in a more efficient way?  How

can we continue to serve for economic develop-

ment and social progress? Facing an insufficient

energy supply and limited resources, how can

we utilize the oil and gas resources more effi-

ciently? How can we make the most of energy to

fully support the growth of human beings to their

maximum potential?

CNOOC Limited believes that with the Company’s

development and progress, some of today’s chal-

lenges will no longer remain as difficulties tomor-

row.

We look forward to meeting these challenges ap-

propriately with the joint efforts of the industry,

the whole society and the world.




