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International Trade

By leveraging its integrated business advantages and adapting to market 

trends, CNPC expanded international trade in 2010. We use various means 

such as long-term contracts, hedging, processing on order, warehousing, 

financing, and prepayment trade to strengthen the control of resources. 

Throughout the year, we realized trade volume of 195 million tons of crude, 

refined products, chemicals, and natural gas, worth USD 110.5 billion, up 

27.5% and 67.6% over 2009, respectively. 

We increased our influence in the crude oil market by focusing on market 

development in major geographical regions and major oil types, and 

growth of new energy resource types. In 2010, the volume of our physical 

oil trade increased by 27% over 2009. 

We extended our trade value chain by carrying out processing on order 

of refined products and fully utilizing storage facilities. Our entry to the 

refined products market of South Asia and Africa marked further expansion 

of our offshore vessel refueling business. In the fourth quarter, we helped 

stabilize domestic supply by importing diesel to meet market demand. 

Our export of petroleum coke, paraffin, fertilizer, and other chemicals 

reached a new high. New breakthroughs were made in the export of 

synthetic resin and rubber. In addition to consolidating and expanding 

our resources in northeast Asia and the Middle East, we enhanced market 

development in South Asia and South America. 

We continued to purchase natural gas from Central Asia. In addition to 

concluding a gas purchasing framework agreement with Uzbekistan, we 

made preparations to import LNG from Australia and Qatar. 

The shipping business also increased in scale, with traffic up 23% year-on-

year. We expanded the size of our fleet by means of “shipbuilding + time 

charter”. Ships were built in joint ventures with international petroleum 

shipping companies from Venezuela and Russia. 

Our three major overseas oil and gas operation centers in Asia, Europe, and 

America all saw improvements, with the Asia center enhancing trading, 

processing, storage, and transport capabilities. We also initiated a refined 

products storage project in the Middle East. 
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Domestic Overseas

2008 2009 2010

2008 2009 2010

Domestic Overseas

2008 2009 2010

Seismic crews in operation

     Domestic

     Overseas

177

131

46

175

112

63

170

105

65

2D seismic data acquired (kilometers)

     Domestic

    Overseas

114,548

45,535

69,013

74,392

31,897

42,495

81,130

32,959

48,171

3D seismic data acquired (square kilometers)

     Domestic

     Overseas

58,648

15,834

42,814

53,525

15,383

38,142

54,338

15,671

38,667

Oilfield Services

As one of the world's major oilfield service providers, CNPC has 597 crews providing 

geophysical prospecting, well drilling, well logging, mud logging, and downhole operations in 

55 countries and regions. 

In 2010, our geophysical prospecting saw improved acquisition speed, with the daily efficiency 

of 3D seismic acquisition increasing by 5%. We promoted large-scale application of new 

technologies such as horizontal drilling, underbalanced drilling, gas drilling, and operations 

under pressure. Throughout the year, we domestically completed 709 horizontal wells, 305 

underbalanced wells, and under-pressure operations for 1,621 well-times, up 40.4%, 27.1%, 

and 54.2% over last year, respectively. With much increased efficiency of construction and 

operation, our oilfield services were more capable of providing services and support and more 

competitive within the market. In the high-end overseas market, we made progress by newly 

inking contracts worth USD 3.66 billion and grew into a renowned EPC contractor. 

Geophysical Prospecting
In 2010, CNPC deployed 241 seismic crew-times (99 2D and 107 3D crew-times) at home 

and abroad. We also have 14 VSP crews, and 21 non-seismic (gravity and magnetic survey, 

electric survey, and geochemical exploration) crews in operation. In 2010, we acquired 81,130 

kilometers of 2D lines, up 9.1% year-on-year, and 54,338 square kilometers of 3D profiles, 

roughly the same as in 2009. 

We maintained our position as the global leader in onshore prospecting and aggressively 

pushed forward the development of the integrated onshore and offshore market. In 2010, 

utilization rates for our deep sea operation vessels increased to 83% (from 30% in 2009). BGP 

Pioneer performed the first dual-vessel operation on a site in the sea of Ghana. 

In China, we performed high-density 3D seismic exploration for carbonate fracture-cave 

reservoirs at well block Ha-7 in Tarim Basin, Phase-2 3D seismic acquisition at Kunbei fault-

terrace belt-Qiexi slope in Qaidam Basin, 2D seismic acquisition for the pilot zone of shale gas 

industrialization at Zhaotong in Zhejiang Basin and 3D seismic acquisition as part of Shenhua 

Group's 100kt/a CCS project in Ordos. Overseas, we achieved our first success in linking 

Geophysical prospecting operations

2D seismic data acquired | kilometers

3D seismic data acquired |  square kilometers
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among nodes, OBC, and onshore data 

acquisition with the S64 project in Saudi 

Arabia. In Oman, our PDO acquisition 

project set a record with a per day 

average of 20,000 shots using Distance 

Simultaneous Separated Sweep (DSSS) 

technology. In Myanmar, our 2D seismic 

acquisition in offshore block BLOCK-M1 

saw smooth progress. We also 

moved into the onshore geophysical 

prospecting market in Egypt, Cameroon, 

and Papua New Guinea. 

In 2010, GeoMoutain, a software system 

with our independent intellectual property that integrates mountainous 

seismic acquisition, processing, and interpretation, was launched and 

successfully applied in 2D seismic exploration for shale gas reservoir at 

Changning structure in Sichuan Basin. Our KLSeis software maintained 

its leading position in the world. GeoEast software was equipped with 

more sophisticated routine functions. Our GeoEast-Lightning, a software 

system for depth-migration before stack (DMBS) and tomographic velocity 

modeling, achieved world-class status. We continued to advance large-

scale application of GeoEast V2.0. The onsite processing version of the 

software enjoyed an installation rate of 100% in China. 

The Bureau of Geophysical Prospecting (BGP), our wholly owned 

subsidiary, and American ION established a joint venture — INOVA (Tianjin) 

Geophysical Prospecting Equipment Co., Ltd. — to further the research and 

development of new seismic apparatuses, high-performance vibroseis and 

other onshore exploration apparatuses and equipment. Seismic apparatus 

ES109, which embodies our independent intellectual property rights, 

saw smooth progress towards scaled-up production and sales. INOVA's 

Scorpion, with its 12,080 reception channels for seismic acquisition, made 

3D seismic acquisition much more efficient in well block Kedong-1 of Tarim 

Basin by enabling up to 426 shots per day. 

Well Drilling 
In 2010, our 1,000 drilling rigs spudded 13,121 wells, with total footage 

of 25.20 million meters, 1.65% more than in 2009. The domestic footage 

increased by 4.1% to 22.97 million meters. Our overall drilling speed saw 

a 5% increase, with up to a 10% increase in deep wells, thanks to the 

promotion of proven technologies such as optimal selection of bits and 

parameters and quality drilling fluid. Drilling efficiency was further improved, 

with the average construction cycle shortened by 5.08% to 17.92 days. 

In 2010, we completed 867 horizontal wells, including 709 at home and 

158 abroad, much more than in 2009. Horizontal wells completed in 

Sulige saw the average along-hole depth increased by 113 meters to 

4,493 meters, average horizontal interval increased by 136 meters to 943 

meters, and average drilling period shortened by 7 days to 71 days, as 

compared to those in 2009. Our Great Wall Drilling Company successfully 

finished 12 lateral horizontal wells in Xinglongtai buried hill region and 

block Sheng-601. The company had an average drilling period of only 

7 days longer, while seeing an average production per single well 50% 

more than those of conventional horizontal wells in the same blocks. Our 

Bohai Drilling Engineering Company also saw the smooth completion of 

two CBM multilateral horizontal wells at well block Zhengping-02-1 and 

Zhengping-05-1 in Shanxi Province, where the coal seam was prone to 

collapse and leakage and the control of well track difficult to maintain. 

Horizontal well Halahatang-901H in Tarim Basin was completed at a depth 

of 7,069.56 meters, with a maximum slant of 90 degrees, horizontal interval 

of 310 meters, and maximum borehole temperature of 158 degrees 

Centigrade. Thanks to the precise pressure control adopted in the course of 

drilling, the well was completed 13 days ahead of schedule, setting a new 

drilling record of CNPC's ultra-deep horizontal drilling. 

A number of high-yield wells were drilled by using underbalanced/gas 

drilling technologies, which effectively protect the reservoirs and increase 

individual-well producing rate. In 2010, we drilled 305 underbalanced wells, 

27.1% more than in 2009. CNPC's Western Drilling Engineering Company 

obtained high-yield industrial gas flow from well Ke-21-2 by drilling 

with negative pressure all along the reservoir section in Tuha Oilfield. 
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2008 2009 2010

Domestic Overseas

2008 2009 2010

Domestic Overseas

2008 2009 2010

Drilling rigs in operation

     Domestic

     Overseas

1,054       

868        

186        

1,009

814

195

1,000

835

165

Wells drilled

     Domestic

     Overseas

15,161

14,125

1,036

12,900

11,570

1,330

13,043

11,919

1,124

Footage drilled (million meters)

     Domestic

     Overseas

28.28

26.02

2.26

24.79

22.07

2.72

25.20

22.97

2.23

Drilling operations

Underbalanced nitrogen drilling increased the penetration rate by three times and output by 

3-4 times at well Ma-491 as compared to adjacent ones in Tuha Oilfield. CNPC's Chuanqing 

Drilling Engineering Company registered a maximum depth record of 5,012 meters in the 

311.2mm-borehole mist-drilled well Dabei-6 in Tarim Basin. 

We aggressively expanded our presence in the international drilling market in 2010. We 

entered the Iraqi drilling market by winning a drilling and directional drilling service contract 

for Halfaya Oilfield. We also won contracts for drilling or integrated oilfield services of drilling, 

mud, well logging, cementing, and mud logging for national oil companies of Uzbekistan, 

Kazakhstan, Korea, and Norway. Moreover, we were awarded drilling and workover contracts 

by Chevron and other international oil companies. Meanwhile, we brought our mature 

technologies such as compound drilling, optimal selection of PDC bits, and pulse drilling to 

overseas fields. Well Nangong-1 drilled by Western Drilling Engineering Company in Uzbekistan 

was completed at a depth of 5,717 meters, 21 days ahead of schedule. This well registered a 

record in terms of drilling depth, as well as the one-pass success of electrical logging, casing, 

and cementing, along a 311mm wellbore using a 70 Rig. 

Geothermal Power Generation in Kenya 

The government of Kenya developed a new power development plan to help hydroelectric 

plants meet domestic electricity demand in the dry season. It expects to convert the rich 

geothermal resource available in the country into electricity, thereby enabling the state grid 

to serve 90% of the country’s population by 2030 and increasing the percentage of electric 

consumption in rural and mountainous regions. 

In 2006, CNPC Great Wall Drilling Company (GWDC) won a drilling contract for the geothermal 

power generation in Kenya, which would add 70MW generating capacity to the country. In 

2007-2008, GWDC concluded a contract for the drilling of additional 25 geothermal wells 

in Kenya. The average daily output of steam per single well is 5 MW. Especially, well OW909 

achieved a daily testing rate of 12MW, which is now the No.1 high-yield geothermal well in 

Africa. In 2010, GWDC worked with China Import and Export Bank to financially and technically 

help Kenya promote the exploitation and utilization of geothermal resources under a 

framework agreement in the field of energy cooperation between the governments of China 

and Kenya. The company will provide comprehensive drilling services for 26 geothermal wells 

in the OLKaria 4 Block, 140 kilometers west of the capital city Nairobi.

Wells drilled

Footage | million meters
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2008 2009 2010

Logging crews

     Domestic

     Overseas

598

523

75

644

556

88

675

556

119

Well logging operations (well-time)

     Domestic

     Overseas

83,966

77,835

6,131

69,776

64,277

5,499

80,319

74,826

5,493

2008 2009 2010

Downhole operation crews

      Domestic

      Overseas

1,696

1,641

55

1,892

1,739

153

1,877

1,698

179

Downhole operations (well-time)

      Domestic

      Overseas

165,116

163,931

1,185

131,321

128,397

2,924

136,382

134,201

 2,181

Well Logging and Mud Logging
In 2010, CNPC had 675 logging crews operating 121 imaging logging units 

and 311 high-precision logging units. Throughout the year, these crews 

completed 80,319 instances of well logging and perforation and 10,133 

instances of mud logging, up 15.11% and 3.94% from 2009, respectively. 

As horizontal well logging technologies improve, we can provide open-

hole logging, cementing quality logging, and perforation for these wells. 

2010 saw our first successful nuclear magnetic resonance (NMR) logging in 

a well with a bore as thick as 12.25 inches — the well Midong-1 in Xinjiang 

Oilfield. Our overseas projects saw smooth progress. In addition to entering 

the offshore logging market of Iran, our logging projects in Uzbekistan and 

Mongolia were endorsed by our partners. 

CNPC is a global top-4 developer and manufacturer of imaging logging 

systems.  As such, we continuously strive to improve the logging outfit 

EILog of our intellectual property. We domestically make imaging logging 

units of six types (i.e., array induction, array lateral, micro-resistivity 

scanning imaging, ultrasonic imaging, array sonic wave, and nuclear 

magnetic resonance logging) in three categories (“3 of the electric, 2 of the 

sonic, and 1 of the nuclear magnetic category). These units provide new 

technical approaches for tackling the challenges of well logging evaluation 

in complex reservoirs. In 2010, we developed, domestically made and 

deployed 200 imaging logging units of five types (3 of the electric and 2 of 

the sonic category), and 26 logging-while-drilling (LWD) units for formation 

evaluation. In addition, we signed a sales and technical service contract of 

MCI5570 micro-resistivity scanning instrument with Russia’s TNG. This was 

the first export of Chinese-made equipment of this kind into the Russian 

well logging market. 

We independently developed the well logging system LEAP800, which 

embodies world-leading technologies. LEAD3.0, our next-generation 

integrated platform for well logging, was put into service in 2010, and has 

efficiently and accurately processed the completion data of more than 

440 wells in Changqing Oilfield. Field tests indicated that the average 

processing and interpretation time per well is shortened by 2-3 hours 

as compared to other existing products in China. Comprehensive mud 

logging unit Snow Wolf and Dema (which contain our independent 

intellectual property) have been used in 12 domestic oilfields and 7 foreign 

countries. 

Well logging operations

Downhole operations

Downhole Operations
In 2010, CNPC had 1,877 downhole operation crews providing operations and 

services including fracturing and acidizing, well intervention, overhaul and 

sidetrack drilling. We completed 136,382 downhole operations throughout the 

year, 3.86% more than in 2009; and conducted formation test in 6,852 layers, a 

little less than in 2009.

In 2010, we fully deployed operations under pressure and domestically applied 

them for 1,621 well-times, 54.2% more than in 2009 and exceeding our annual 

objective. These operations significantly protected reservoirs, maintained 

formation pressure, stabilized and increased individual-well producing rate, and 

reduced discharge and energy consumption. In Jilin Oilfield, we applied the 

operations for 514 well-times throughout the year, reducing the discharge of 

wastewater by 757,000 cubic meters and the transportation by 100,000 tanker-

times. By the end of 2010, we had 84 under-pressure operation crews and 87 

under-pressure operation units.

In 2010, we successfully developed an open-hole staged fracturing tool and 

its matching technologies for the stimulation of horizontal wells. This tool 

enables fracturing of up to 11 stages in a single string run, with a success rate 

of 100%. We carried out ten-stage sand fracturing in well Su-5-2-15H in block 

Su-5 of Sulige Oilfield. The fracturing resulted in an industrial open gas flow of 

553,600 cubic meters per day from the well, which, completed at a depth of 

5,235 meters with the average reservoir permeability of less than 0.213 mD and 

the horizontal interval of 1,512 meters. We set a number of domestic records at 

horizontal well Su-75-70-6H in block Su-75: the longest horizontal interval, the 

most fracturing stages with one run at an along-hole-depth of more than 3,000 

meters, most sand consumption, longest duration of continuous pumping, 

and the first use of carboxymethyl fracturing fluid with low gel residual and 

damage in horizontal well operations. 
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Engineering and Construction

In 2010, our engineering and construction business improved its ability 

to provide services and support. We improved workforce coordination, 

better allocated resources, optimized management flow, and enhanced 

construction safety and quality supervision in the capacity building of 

oil and gas fields, large-scaled refining and chemical projects, and major 

pipeline works. We undertook 73 major engineering and construction 

projects, including 27 delivered or made operational, 8 newly commenced, 

and 19 carried out overseas. 

In 2010, we continuously pushed forward high-end business of EPC, PMC, 

and construction management. By focusing on large regional markets and 

optimizing market layout, we improved our EPC and PMC functions. We 

won construction contracts in the Middle East and saw the contribution of 

high-end markets increase as a proportion of our total business. 

Oil and Gas Field Surface Engineering
We are the domestic leader in building capacity of onshore oil and gas 

fields.  We have the capacity to build surface works to accommodate 

facilities with 20 Mt/a oil production capacity and 10 bcm/a gas production 

capacity. In addition, we have established technology packages of surface 

engineering in conventional oil and gas fields, in high water cut, low 

permeability, ultra heavy and high condensate content oil fields, and in 

high pressure, high sulfur content, and high yield gas fields. 

In 2010, we standardized surface engineering design in oil and gas fields 

in the domestic market by rolling out standardized and modular design, 

and enhancing the engineering design, construction quality, material 

procurement, engineering supervision, and matching construction. The 

year saw our addition of 15 Mt/a oil capacity and 10 bcm/a gas capacity. 

The surface work for pilot production of Dabei block in Kelasu gas field, 

EPC-contracted by CPE and constructed by CPECC and other companies, 

was completed and put into operation. The No.4 Sulige Natural Gas 

Processing Plant, designed to process 5 billion cubic meters of natural gas 

per year, was completed and became operational. Construction of the No.5 

Sulige Natural Gas Processing Plant, expected to process 23 billion cubic 

meters of natural gas per year, was commenced. 

Overseas, we saw smooth progress in surface engineering of oil and gas 

fields. The JAKE FPF project (the capacity building Phase 3 in Block 6 of 

Sudan) was mechanically completed as scheduled in the contract. The 

reconstructed and upgraded Algeria LPG processing unit was put into 

operation. We won contracts for the Phase-2 Power Plant Project of Palouge 

Oilfield in Block 3/7 of Sudan, EPC of Private Station of Bagtyiarlyk Contract 

Block in Turkmenistan. Construction of the No.4 Oil and Gas Processing 

Plant in Kazakhstan was completed in the same year that the contract was 

awarded. 

Pipeline and Storage Tank Construction 
As the domestic leader in design and world leader in construction of 

onshore long-distance oil and gas pipelines, we have the annual capacity 

to build 6,700-9,700 kilometers of oil and gas pipelines with a diameter 

of more than 711mm. In addition, we have the technological capacity to 

design and construct 150,000 cubic meters of crude tank and 10,000 cubic 

meters of gas tank, and are capable of designing and building 26 million 

cubic meters of crude tanks and 16 million cubic meters of refined product 

tanks per year. 

In 2010, we installed 5,200 kilometers of long-distance pipelines. As the EPC 

contractor, China Petroleum Pipeline Bureau (CPPB) smoothly advanced the 

construction of the eastern segment of the Second West-East Gas Pipeline, 

and completed construction of and began operation at the Zhongwei-

Huangpi trunk. To install the trunk of the eastern segment, we successfully 

applied semi-automatic downward welding with RMD + thin thread, 

and made new breakthrough in the welding technique of long-distance 

pipelines and small-diameter pipes on oilfield stations and yards. The 

Parallel Sebei-Ningxia-Lanzhou Pipeline and the Lanzhou-Wuhan section 

of Lanzhou-Zhengzhou-Changsha Products Pipeline were completed 

and became operational. The Yulin-Liangxiang section of the Third Shaan-

Jing Pipeline was completely brought on stream. Rizhao-Dongming and 

Taizhou-Qingdao pipelines were pushed forward as scheduled. 
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We made smooth progress in our pipeline construction overseas. The 

Russia-China Crude Pipeline was completed. In the crossing of the 

Heilongjiang River, Transneft and CNPC simultaneously drilled in opposite 

directions from both banks of the river, and adopted the innovative fibertec 

protection for pipe pullback to ensure a service life of more than 50 years 

of the crossing pipe. Line B of the Central Asia-China Gas Pipeline generally 

contracted by CPPB went on stream successfully in one trial. Both lines of 

the pipeline went on stream two months ahead of the original schedule. 

We also set a new record of 9.3 million labor-hours in an international 

project without any accident. We began construction of the Myanmar-

China Oil and Gas Pipelines, smoothly built the crude pipelines in Chad and 

Niger, and completed 90% of the Abu Dhabi Crude Pipeline. Our efforts 

earned the praise of both our partner in Kenya and India's supervisor. We 

built and burnished our reputation within the eastern Africa market by 

upgrading the Eastern Line 1 in Kenya, which has smoothly run for one year 

since being put into service. In May 2010, we commenced construction on 

the western pipe upgrade of Line 4 in Kenya. 

In 2010, we erected 3.2 million cubic meters of crude tanks and 520,000 

cubic meters of refined products tanks. Huanqiu saw smooth progress 

in its LNG EPC projects in Jiangsu, Dalian, and Tangshan. Four 100,000- 

cubic-meter tanks were built in Lanzhou commercial crude storage base, 

which was EPC-contracted by CPPB, and the another four were built in 

Lanzhou crude storage base for production and operation, which was EPC-

contracted by Huanqiu. As the EPC contractor, CPECC largely completed 

the Zhuhai refined products storage. 

Offshore Engineering
We have the capacity to provide integrated and comprehensive support for 

offshore production. Our services include well drilling, well completion, and 

production test in tidal and shallow water regions, design and construction 

of marine engineering, and vessel service. We have created advanced and 

highly functional technologies in support of offshore operations. All these 

have helped us develop oil and gas fields in the Bohai Bay.

In 2010, we spudded 58 wells and delivered 63 wells, with a total footage 

of 146,000 meters. We also provided well-completion service for 114 well-

times. We saw a 433m-increase in the average along-the-hole depth, an 

0.88% increase in time efficiency, and 100% compliance of cementing and 

wellbore quality. These results were made possible by the application of 

PDC bits, high-pressure jet drilling, leakage prevention, and quick-setting 

cement paste system, in light of the formation characteristics in Dagang, 

Liaohe, and Jidong oilfields. In well Binhai-10X1, our CPOE 6 rig completed 

drilling at a depth of 4,891 meters. The penetration rate was 23.5% higher 

than that of adjacent wells, and the drilling period set a record of 44.3 days, 

thanks to pressure-controlled drilling. Well Binhai-6 in Dagang Oilfield 

(completed at a depth of 4,742 meters) was fractured at a depth of 4,474.4 

to 4,535.3 meters, a temperature of 170 degrees Centigrade, and a span of 

60.9 meters. The fracturing allowed daily production to reach 103.6 tons of 

oil and 29,000 cubic meters of natural gas. 

Our Tangshan production support base has been equipped with a 

coastline of 1,270 meters in the wharf.  The first phase of construction 

enables the berthing of vessels and platforms and the loading and 

restocking of materials, and provides winter berthing, inspection, and 

maintenance for 12 platforms, more than 20 vessels, and ships of CNPC's 

Offshore Emergency Response Center. Construction of the Qingdao 

offshore engineering construction base saw smooth progress, enabling the 

processing of 3,400 tons of steel in 2010. 

CNPC has 42 large-scaled offshore equipment units, including nine mobile 

drilling platforms, one modular drilling rig, five production test platforms, 

and a variety of 27 vessels. In 2010, our vessels operated 9,383 steaming 

days for transportation and our platforms were engaged in 82 towing and 

shifting voyages. High-precision towing and positioning with zero errors 

was conducted by CPOE 7 platform in Anadarko Petroleum Corporation's 

well block Caofeidian, and by CPOE 3 platform in ROC's well block C4. 
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Construction of Refining and Chemicals Facilities
We have the capacity to simultaneously construct two or three 10Mt/a refining 

plants, in addition to one or two 1 Mt/a ethylene plans. 

In 2010, we undertook more than 40 major construction projects. Working through 

CPECC and China Huanqiu Contracting & Engineering Corp., we completed 

and put into operation Guangxi Petrochemical's 10 Mt/a refinery and Qingyang 

Petrochemical's relocation and reconstruction. CPECC undertook construction 

of Urumchi Petrochemical's 1 Mt/a aromatic plant, the largest project of this 

type in the world, and Tarim Fertilizer Plant's 450 kt/a synthetic ammonia unit 

and 800 kt/a urea plant, the largest capacity of each unit in the world. All these 

plants successfully went on stream in a single trial. As the EPC contractor, Huanqiu 

fully pushed forward Sichuan Petrochemical's 800 kt/a, Fushun Petrochemical's 

800 kt/a, and Daqing Petrochemical's 600 kt/a ethylene plants, and saw major 

progress in Hohhot Petrochemical's 5 Mt/a refinery upgrading project. As the 

plant EPC contractor, CPECC made progress in Ningxia Petrochemical's 5 Mt/a 

refinery reconstruction project and Karamay Petrochemical's 600 kt/a continuous 

reforming unit. 

We made new breakthroughs in developing our presence in the overseas refining 

and chemical construction market. Huanqiu signed contracts for the refinery 

foundation design and FEED contract in Cuba, feasibility study of a refinery in 

Costa Rica, and maintenance in Ecuador. The environmental protection project 

of Khartoum Refinery in Sudan undertaken by CPECC was completed ahead of 

schedule. 
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Tarim Fertilizer Plant
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Petroleum Equipment Manufacturing

In 2010, our equipment manufacturing business succeeded in optimizing 

and adjusting the product portfolio, increasing industry concentration, 

and improving market competiveness. This enabled us to build a modern 

manufacturing industry that focuses on marketing, R&D and services. 

2010 saw smooth progress in the integration of equipment manufacturing 

business and the construction of large equipment manufacturing bases. As 

part of the effort, the Machinery Plant of Lanzhou Petrochemical Company 

was reorganized into Bohai Petroleum Equipment Manufacturing Company 

Limited. We have preliminarily set up a new configuration of business 

development, which consists of six manufacturers and technical developers 

including Baoji Oilfield Machinery Company Limited (BOMCO), Baoji Petroleum 

Steel Pipe Company Limited, Bohai Equipment Manufacturing Co., Ltd, CNPC 

Jichai Power Complex, Daqing Oilfield Equipment Manufacturing Company 

Ltd, and Liaohe Petroleum Equipment Manufacturing Corporation, in addition 

to one professional international trading firm, China Petroleum Technology 

& Development Corporation (CPTDC). Five large equipment manufacturing 

bases integrating R&D, design, manufacturing, sales, and services have taken 

shape in Shaanxi, Tianjin, Daqing, Liaohe, and Shandong. We have successfully 

developed 53 new products, such as a 5000m trailer-mounted drilling rig, 

coiled tubing, and a high-reliability diesel engine. 

Our drilling equipment is evolving towards intelligent, highly reliable, and 

highly mobile processes and technologies that are suitable to complex 

environments. We have built our capacity to make a full series of 1,000-12,000m 

rigs, and established systematic manufacturing capacity of seven models of 

top drive drilling system. In 2010, our domestically made, second generation 

slant well drilling rig ZJ20DBX passed a 50km road mobility test, with all test 

data in compliance with the design requirements. We also succeeded in the 

trial production of a large "36-inch button bit" with full drilling capacity and 

China's first marine riser device for offshore drilling. 

Our oil and gas production outfits are more intelligent, energy efficient, and 

automatic. We can produce high-performance products such as electric 

submersed oil pumps, screw pumps, insulated tubing, and gas wellhead at 

scale. Our manufacturing capacity of energy-efficient motors has increased 

from 2,500 units to 10,000 units a year. 2010 saw the smooth progress in the 

R&D of new technologies for high steel grade HFW tubing. Technical upgrade 

of the sucker rod production line was commenced at Bohai Petroleum 

Equipment Manufacturing Company, where upgrade and reconstruction 

projects of drill pipe production line were completed and became operational. 

We have developed a wide range of multiple series of power units, including 

natural gas, multi-fuel-gas, and dual-fuel engines. We have expanded the 

application range of our heavy-duty compressors from well drilling to oil 

and gas gathering and transportation. In 2010, construction began on a 

manufacturing facility expected to produce 5,000 JC15 engines on light-duty 

drilling rigs and 100 26/32 high-speed, heavy-duty engines per year. 

Our manufacturing capacity of high-grade steel pipes saw marked 

improvement. We develop high-steel-grade, thick-wall and large-diameter oil 

and gas transport pipes, which have played an important role in support of the 

construction of major pipelines. 2010 witnessed our successful trial production 

of a submerged arc welded steel pipe, which is made from steel of grade X100 

and has a diameter of 1,219mm and a wall thickness of 15.3mm. The finished 

product of the pipe was accepted in an inspection. In addition, its matching 

welding rod also passed production tests, with all performance indicators 

meeting the design standard.

We can also produce high value added and state-of-the-art petroleum pipes 

at scale. In 2010, an oil pipe project was launched in Xi’an, as part of a 300kt/a 

production base of high-grade oil pipes to be built in Shaanxi Province. 

In addition to a domestic marketing network covering all upstream, midstream, 

and downstream sectors, we have international marketing sites at major oil and 

gas producing regions around the world. We have established 12 large markets 

valued at USD 50 million each, including those of Central Asia, the Middle 

East, North Africa, South America, and North America. In 2010, our petroleum 

equipment and materials were exported to 88 countries and regions, at a 

total value of USD 1.6 billion. ESPs made by our Daqing Oilfield Equipment 

Manufacturing Company Ltd. were introduced to the Iraq market, and the 

China Geosteering Drilling System (CGDS) made by our Beijing Petroleum 

Machinery Factory was introduced to North America. Baoji Petroleum Steel 

Pipe Company Limited won a contract to supply pipes to the Russian East 

Siberia – Pacific Pipeline. Baoji Oilfield Machinery Company Limited signed a 

contract to export the drilling system for submersible offshore rig to Daewoo 

Shipbuilding & Marine Engineering Co., Ltd (DSME). This was our first export of 

new products such as offshore drilling rig modules, material supplies for water 

injection, and well logging packages. 
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Financial Report 

2008 2009 2010

Current assets

    Cash and cash equivalent 185,818.39 257,975.98 235,670.40

    Tradable financial assets 92.76 564.20 1,431.72

    Net bills and accounts receivable 36,743.67 63,389.14 88,233.81

    Prepayments 36,537.24 38,412.29 37,657.95

    Other accounts receivables 30,244.97 18,109.40 43,564.44

    Inventories 157,672.00 188,526.43 227,676.04

    Other current assets 26,055.15 47,505.64 40,683.49

Total current assets 473,164.18 614,483.08 674,917.85

Fixed assets　

    Available-for-sale financial assets 30,619.86 38,508.08 45,553.44

    Held-to-maturity investments 76,040.89 125,210.98 160,513.86

    Long-term equity investments 37,665.31 39,155.85 66,070.31

    Fixed assets-net value 404,152.78 470,011.78 555,665.29

    Construction in progress 191,653.20 258,150.89 284,671.93

    Oil and gas assets 501,473.22 551,207.55 636,605.70

    Intangible assets 33,807.86 40,954.66 47,721.77

    Other fixed assets (other long-term assets) 55,163.87 83,922.14 158,236.11

Total fixed assets 1,330,576.99 1,607,121.93 1,955,038.41

Total Assets 1,803,741.17 2,221,605.01 2,629,956.26

Current liabilities

    Short-term loans 35,515.21 31,931.15 60,943.52

    Bills and accounts payable 167,095.92 219,829.48 286,325.64

    Prepayments 30,458.72 40,545.11 57,032.51

    Employee pay payable 32,733.43 26,264.18 23,130.42

    Taxes payable 20,138.05 25,117.64 53,071.31

    Other payables 61,865.52 70,108.08 82,787.95

    Other current liabilities 21,436.74 125,326.03 157,519.55

Total current liabilities 369,243.59 539,121.67 720,810.90

Non-current liabilities 　 　

    Long-term loans 23,548.37 43,069.83 34,393.32

    Estimated liabilities 39,344.92 48,003.47 65,440.66

    Deferred income tax liabilities 13,866.76 23,883.07 23,752.57

    Other non-current liabilities 47,469.30 146,365.52 217,448.21

Total non-current liabilities 124,229.35 261,321.89 341,034.76

Total liabilities 493,472.94 800,443.56 1,061,845.66

Consolidated Balance Sheet  million RMB yuan
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Consolidated Balance Sheet (continued)

2008 2009 2010
Operating income 1,272,400.03 1,220,488.13 1,720,885.19

      Income from core  businesses 1,271,569.62 1,219,788.48 1,720,183.72

      Income from other businesses 830.41 699.65 701.47

      Less: Operating cost 837,133.11 778,764.31 1,154,873.26

             Cost of core businesses 836,776.40 778,563.37 1,154,654.56

             Cost of other businesses 356.71 200.94 218.70

          Business tax and supertax 124,732.27 139,160.76 188,782.79

          Sales expenses 51,943.76 53,848.23 63,531.85

          Management expenses 86,447.74 90,724.85 101,427.99

          Financial expenses 4,040.95 4,702.95 8,406.80

          Loss on depreciation of assets 37,557.66 2,440.19 7,248.65

          Others 24,835.45 22,791.93 27,140.64

      Plus: Income from change in fair value  (Loss is presented with "-") 4.42 101.15 -44.98

          Income from investments 15,665.04 7,441.11 12,844.91

Operating profit 121,378.55 135,597.17 182,273.14

     Plus: Non-operating income 23,788.11 7,566.70 7,594.28

     Less: Non-operating expense 10,965.06 14,743.57 17,210.44

Total profit 134,201.60 128,420.30 172,656.98

     Less: Income tax expense 43,151.12 41,196.09 48,473.02

Net profit  91,050.48 87,224.21 124,183.96

     Less: Loss and gain from minority 20,271.66 17,652.96 26,931.64

Net profit attributable to owners' equity of the parent company 70,778.82 69,571.26 97,252.32

2008 2009 2010

 Owners equity  　 　

    Paid-in capital 297,870.99 320,429.89 348,953.24

    Capital reserves 269,068.18 270,562.90 267,207.03

    Special reserves 18,098.18 23,230.89 26,645.64

    Surplus reserves 108,572.90 115,838.40 749,117.88

    Retained profits 491,315.61 552,514.46 13,129.06

    Converted difference in Foreign Currency Statements -8,647.55 -11,319.15 -10,517.80

    General risk preparation 635.88 1,117.06

Total owners' equity attributable to parent company 1,176,278.31 1,271,893.27 1,395,652.11

    Minority interests 133,989.92 149,268.18 172,458.49

Total owners' equity 1,310,268.23 1,421,161.45 1,568,110.60

Total liabilities and owners' equity 1,803,741.17 2,221,605.01 2,629,956.26

Consolidated Profit Statement

Note: Data in 2009 have been adjusted in accordance with Accounting Standard for Business Enterprises.  

 million RMB yuan

 million RMB yuan
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A. Description of Principal Accounting 
Policies and Accounting Estimates

1. Accounting standard and accounting system  

Since January 1, 2007, CNPC (hereinafter referred to as the Company) 

started to follow the Accounting Standard for Business Enterprises issued 

by the Ministry of Finance in 2006. 

2. Fiscal year

The fiscal year starts on January 1 and ends on December 31 each 

calendar year. 

3. Standard accounting currency

The Company adopts RMB yuan as currency used in bookkeeping.

4. Accounting basis and valuation

Accounting is based on the accrual system. All assets are measured at 

historical cost, except for tradable financial assets and available-for-sale 

financial assets which are initially measured at fair value. 

5. Foreign currency accounting and conversion

(1) Foreign currency transaction

Our foreign currency transactions are converted into RMB yuan at the 

spot exchange rate on the days the transactions occurred; the monetary 

foreign currency assets and liabilities on the balance sheet date are 

converted into RMB yuan at the spot exchange rate on the balance 

sheet date. The exchange gains and losses arising from these translations 

that occurred in construction preparation, production and operation 

are taken into financial expenses; those related to the acquisition and 

construction of fixed asset, oil and gas asset and other assets in line with 

the capitalization condition are handled according to relevant provisions 

about borrowing costs; and those occurred in the period of liquidation 

are taken into liquidation gain or loss.

A non-monetary foreign currency asset measured at historical cost is 

converted into RMB yuan at the spot exchange rate on the trading day, with 

its amount in RMB yuan unchanged. The closing fair value of a non-monetary 

asset measured at fair value is converted into RMB yuan at the closing spot 

exchange rate, with the difference between the converted value and the 

original amount in RMB yuan taken into the current profits and losses.

(2) Conversion of financial statement in foreign currency

All asset and liability items presented in Foreign Currency Balance Sheet are 

converted into RMB yuan at spot exchange rate on the balance sheet date; 

the owner’s equity other than “undistributed profit” is converted at spot 

exchange rate when occurred. Foreign incomes and expenses presented in 

the Income Statement are converted at the exchange rate approximating 

the spot exchange rate on the date of transaction. The exchange difference 

of Foreign Currency Balance Sheet arising from the conversions mentioned 

above is presented separately in “Converted Difference in Foreign Currency 

Statement” under owner’s equity. The exchange difference arising from 

monetary foreign currency items materially invested in foreign business 

due to the change in exchange rate is also presented separately in owner’s 

equity when preparing consolidated financial statements. When disposing 

foreign business, the related exchange difference is carried to the gains/

losses of the period the business is disposed.  

The opening balances of cash and cash equivalents in the Foreign Currency 

Cash Flow Statement are converted at statement’s initial exchange rate; 

and the closing balances are converted at the spot exchange rate on the 

balance sheet date. And other items are converted at the exchange rate 

approximating the spot exchange rate on the date of transaction. The 

converted difference of cash flow statement arising from the conversions 

mentioned above is presented separately in Effect of the Change of 

Exchange Rate on Cash.

6. Recognition of cash and cash equivalents 

The cash presented in the Cash Flow Statement comprises cash in hand 

and the deposits available for payment from time to time. Cash equivalents 

presented in the Cash Flow Statement are short-term (mature within three 

months), highly liquid investments that are readily convertible into cash 

and almost have no risk of change in value. 

7. Financial assets

(1) Financial assets are classified into following specified categories: financial 

assets at fair values through profit or loss, held-to-maturity investments, 

loans, receivables, and available-for-sale financial assets. The classification 

depends on the purposes of investments and economic substance.

a. Financial assets at fair value through profit or loss are financial assets that 

are acquired for the purpose of selling in the near term, and are recorded 

as tradable financial assets in the Balance Sheet.

b. Held-to-maturity investments are non-derivative financial assets with fixed 

or determinable payments and fixed maturity dates that the management of 

the Company has the positive intent and ability to hold to maturity.

c. Loans and receivables are non-derivative financial assets including bills 

receivable, accounts receivable, interests receivable, dividends receivable 

Notes to the Financial Statements
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and other receivables with fixed or determinable payments that are not 

quoted in active market. 

d. Available-for-sale financial assets include all non- derivative financial 

assets that are designated initially as available-for-sale or the financial 

assets that are not classified in any of the other three categories.

(2) Recognition and measurement of financial assets

Financial assets are initially recognized at fair value. For financial assets at 

fair value through profit or loss, the costs of acquisition are directly stated 

in profit and loss accounts. Transaction costs of other financial assets are 

initially recognized at fair value. A financial asset is derecognized when the 

rights to receive cash flow from the assets are expired, or the Company 

has transferred substantially all the risks and rewards of ownership of the 

financial assets to a third party.

Financial assets at fair value through profit or loss and available-for-sale 

financial assets are subsequently measured at fair value; the investments in 

equity instruments that are not quoted in active market and its fair value 

can not be measured reliably are measured at costs; loans, receivables and 

held-to-maturity investments are measured at amortized cost using the 

effective interest method.

Changes in fair value of financial assets at fair value through profit or 

loss are recorded in profit/loss on changes in fair value; interests or cash 

dividends from the assets held are recognized as income from investment; 

when disposed, the difference between its fair value and initially 

recognized amount is recognized as gain/loss on investment, and its gain/

loss on changes in fair value are adjusted accordingly. 

The held-to-maturity investments during the period of holding shall be 

determined using the effective interest method and shall be recognized 

as income from investment. The effective interest rate shall be determined 

upon obtaining such investment and remain unchanged in the following 

period. When disposing of the held-to-maturity investment, the difference 

between the price of obtaining such investment and its book value shall 

be determined as income from investment.

 When recovering the loans and receivables or disposing of the loans, the 

difference between the price of obtaining such investment and loan book 

value shall be determined as the income statement.

Changes in fair value of available-for-sale financial assets are recorded in 

owner's equity; interests are recorded in gain on investment using the 

effective interest method; cash dividends of available-for-sale investment 

in equity instruments are recorded in gains on investment when invested 

enterprises announce to distribute dividends; when disposed, the 

deference between acquisition cost and the carrying value is recorded 

in, and the accumulative amount of the changes in fair value originally 

recorded in the owner’s equity is carried to profit/loss on investment.

(3) Impairment of financial assets

An assessment of carrying value of financial assets, except for financial assets 

at fair value through profit or loss, is made at each term end to determine 

whether there is objective evidence of impairment. If there is an objective 

evidence of impairment of a financial asset, a provision for impairment 

is recognized. Where there is a substantial or non-temporary decrease in 

fair value of available-for-sale financial assets, the accumulated losses on 

decrease of fair value that are directly recorded in owner’s equity before 

are recorded in losses on impairment. For available-for-sale investment 

in debt instruments with recognized loss on impairment, if its fair value is 

increased in a subsequent period and the increase can be related objectively 

to an event occurring after the impairment was recognized, the previously 

recognized loss on impairment is reversed and recognized in the income 

statement. For available-for-sale investment in equity instruments with 

recognized loss on impairment, if its fair value is increased in a subsequent 

period and the increase can be related objectively to an event occurring 

after the impairment was recognized, the previously recognized loss on 

impairment is reversed and recognized in the owner’s equity. The losses on 

impairment of the investment in equity instruments that are not quoted in 

active market and its fair value can not be measured reliably are irreversible.

8.  Inventories

(1) Inventories comprise purchase, raw materials, packing materials, low-

value consumption goods, work in progress and semi-finished goods etc.

(2) Inventories are carried at the actual cost when acquired, using perpetual 

inventory method; actual cost of delivered or sold inventories are carried at 

weighted average.

(3) Low-value consumption goods and packing materials are amortized 

using one-off amortization method when they are put into use.

(4) Year-end inventories are carried at the lower of cost and net realizable 

value. Based on wall-to-wall inventory at the end of the period, provision 

for inventory write-down is retained for the estimated loss on contracted 

works and the part of the cost exceeded net realizable value of the 

inventories that are replaced, in part or in whole outdated, or their selling 

price is lower than cost. Provision for inventory write-down is retained for 

the difference between cost and net realizable value of inventories on the 

individual item basis. The net realizable value is expected selling price less 

estimated complete cost, selling cost and related tax.

9.  Long-term equity investment

(1) Measurement of long-term equity investment
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For the combination of business under the same control, the carrying 

amount of the owner's equity of the combined business on the day of 

combination is recognized as the initial cost of the long-term equity 

investment. For the long-term equity investment obtained from 

combination of business under different control, the assets paid, liabilities 

occurred or assumed and the fair value of the equity securities issued on 

the combination or purchase day for acquiring the control of the combined 

or purchased business are recognized as cost on combination. And the cost 

on combination is recognized as initial cost of investment in the long-term 

equity investment. 

Except for the long-term equity investment obtained from combination of 

business mentioned above, if a long-term equity investment is obtained 

through payment of cash, payment of non-monetary assets or issue of 

equity securities, its fair value is recognized as initial cost of long-term 

equity investment; if a long-term equity investment is obtained from debt 

reorganization, the fair value of the shares converted from financial claim 

is recognized as the initial cost of investment to the debtor; if a long-term 

equity investment is invested directly, the value agreed in investment 

contract is recognized as initial cost of the investment, in the event that 

the value agreed is unfair, the fair value of the equity invested is recognized 

as initial cost of investment. If an initial cost of a long-term equity 

investment is higher than the share of the fair value of the net assets that 

can be identified in the invested business, the initial cost of the long-term 

investment is not adjusted; the difference between the initial cost and the 

share of the fair value is recorded in the income statement, and the cost of 

the long-term investment is adjusted accordingly. 

(2) Measurement of long-term equity investment

Investment in subsidiary is the equity investment in a business practically 

controlled by the Company. The investment in subsidiary is recognized 

using cost method, and is adjusted using equity method for the purpose of 

consolidated financial statements.

Investment in joint venture is the equity investment in a mutual control on 

a contracted commercial activity in which the sharing party agrees to share 

the control on the significant financial, production and operating decision 

with the Company. The investment in joint venture is recognized using 

equity method.

Investment in subsidiary is the equity investment in a business on which 

the Company does significant influence. The investment in associate is 

recognized using equity method.

Long-term equity investment that is not quoted in active market and with 

undeterminable fair value and insignificant influence are recognized using 

cost method. For the long-term equity investment quoted in active market 

and with determinable fair value, if it is not quite influential, its fair value is 

reported in available-for-sale financial assets, and the change in fair value is 

taken into owner’s equity. 

(3) Provision for depreciation of long-term equity investment: At the end of 

the year, if the recoverable amount of a long-term investment is lower than 

its carrying value because that its market price is lower then its carrying 

value in the latest two years, the investment is suspended of trading for 

more than one year, the invested business suffered serious loss in the 

year, the amount of loss is more than 1/3 of net assets at the beginning 

of the year, the invested business run at a deficit in the latest two year, or 

the invested business is in liquidation, reorganization or other business 

discontinuance, the provision for the depreciation of the long-term equity 

investment is retained against the difference between the recoverable 

amount and the carrying value. Recoverable amount of marketable long-

term equity investment is the market price of the investment less disposal 

expenses; if a long-term equity investment is not marketable, but its fair 

value can be measured reliably, the recoverable amount of the investment 

is determined against the lower of its fair value less disposal expenses and 

the expected current value of cash flows from holding and exposal of the 

investment in the future. If a long-term equity investment is not marketable 

and its fair value can not be measured reliably, its recoverable amount 

is determined against the discount of its future cash flow at the market 

earnings ratio for the similar financial assets.

10. Deferred income

Deferred income comprises the governmental subsidy which shall be taken 

into the income statements in the subsequent period and the unrealized 

revenue of sale/leaseback transactions. The unrealized revenue of sale/

leaseback transactions is amortized using actual interest method.

Asset-related governmental subsidy is recognized as asset and deferred 

income when received, and is contributed averagely to gains/losses of the 

period against the useful life of the asset. Income-related governmental 

subsidy used to recover related expenses or losses in the subsequent 

period is recognized as deferred income, and is taken into the income 

statement of the period in which the related expenses is recognized; those 

used to recover related expenses and losses occurred in this period are 

recognized directly as the gains/losses of the current period.

11. Income tax

Income tax expenses are recognized using balance sheet debt method. 

Where there is a difference between carrying value of asset and liability 

and their tax base, asset and liability of the deferred income tax occurred in 

accordance related regulations.
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B. Main Taxes

1. Income tax

The applicable tax rate for business income taxes of the Company is 25%.

2. Value added tax

Value added tax is set at 17% for petroleum and petrochemical products 

and 13% for natural gas and LPG.

3. Operating tax

Operating tax is set at 3% for transportation and construction, and at 5% 

for finance and insurance, service operations, transfer of intangible assets 

and real estate sales.

4. Supertax

Urban tax is calculated and paid at 1% of turnover tax. Maintenance tax is 

calculated and paid at 5% of turnover tax. Construction tax is calculated 

and paid at 7% of turnover tax. Educational surtax is calculated and paid 

at 3% of turnover tax.

5. Excise tax

Tax payable is calculated at the rate of 1.0 yuan per liter for lead-free 

gasoline, 0.8 yuan per liter for diesel, 1.0 yuan per liter for naphtha, 

solvent, and lubricant, and 0.8 yuan per liter for fuel oil. 

6. Personal income tax

The employees are responsible for their own income tax, which is 

withheld and remitted by the Company.

7. Royalties

Royalties for crude oil and natural gas production are calculated 

according to the amount sold, at the rate of 14-30 yuan per ton for crude 

oil and 7-15 yuan per 1,000 cubic meters for gas, or according to the 

price, at the rate of 5%.
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January  
Jan. 8 CNPC officially released the GeoMountain software system with complete proprietary 

intellectual property rights. The software system is composed of three sets of software 

respectively used for aquisition, processing and interpretation, which can provide users with 

an integrated solution in seismic data acquisition, processing and interpretation, and reservoir 

description for mountainous areas. 

Jan. 27 PetroChina, a holding company of CNPC, formed a consortium with Total, Petronas 

and Iraq South Oil Company in signing a 20-year development and production service 

contract with Iraq’s Missan Oil for Halfaya Oilfield. PetroChina owns 37.5% of the equity 

and acts as the operator.

February 
Feb. 10 CNPC signed documents with Canada’s Athabasca Oil Sands Corporation to complete 

the handover of the MacKay River and Dover oil sands projects. 

March
Mar. 12 CNPC signed a strategic cooperation framework agreement on CBM development and 

utilization with Yunnan Provincial Government.

Mar. 18 CNPC signed a MOU on Sino-Bangladesh oil and gas cooperation. 

Mar. 27 BGP, a wholly owned subsidiary of CNPC, signed an agreement with the US ION 

Company to set up the INOVA Geophysical Equipment Limited joint venture, 51% of whose 

equity is owned by BGP. The company will use this venture as a platform to strengthern the R&D 

of high-performance onshore prospecting equipment. 

April 
Apr. 14 A 30-year contract on natural gas development and production in Jinqiu Block of 

Sichuan Basin reached by CNPC and Shell E&P China was approved by the Ministry of Commerce 

of China. The contract block covers an area of 4,067 square kilometers. 

May
May 16 PetroChina, a holding company of CNPC, signed an Exploration and Production Sharing 

Agreement with Shell and Qatar Petroleum (QP) for Qatar Block D. Under the agreement, the 

partners will jointly explore for natural gas in Block D within the agreement term of 30 years.

May 19 CNPC reached an agreement with Shell to acquire a 35% interest in Syria Shell 

Petroleum Development (SSPD), a wholly owned subsidiary of Shell. SSPD has 31.25% equity in 

three production licenses — Deir-Ez-Zor, Fourth Annex and Ash Sham. 

Major Events

Jan. 8

Mar. 18

Mar. 27
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June 
Jun. 3 CNPC signed the shareholder agreement of Southeast Asia Crude Pipeline Limited, 

rights and obligations agreement of Southeast Natural Gas Pipeline Limited, and shareholder 

agreement of Southeast Asia Natural Gas Pipeline Limited with Myanmar Oil and Gas Enterprise.

Jun. 9 CNPC signed a framework agreement on purchase and sale of natural gas with 

Uzbekneftegaz, whereby Uzbekistan will supply 10 billion cubic meters of natural gas to 

China annually. 

Jun. 12 CNPC signed an agreement on the principles of design, financing, construction and 

operation of the second phase of the Kazakhstan-China Natural Gas Pipeline with KazMunayGas. 

The two companies will cooperate to construct the second phase of the pipeline to meet 

natural gas demand in southern Kazakhstan. 

Jun. 15 CNPC signed a cooperation memorandum of understanding with the CPC Corporation 

of Taiwan. 

Jun. 28 CNPC signed a strategic cooperation agreement with China Resources under which 

the two companies will conduct wide-ranging cooperation in civilian gas, refined products 

marketing, natural gas power generation, engineering construction and overseas investment. 

July
Jul. 1 The operation management rights of Rumaila project was officially handed over to ROO, 

which is jointly established by BP, CNPC and Iraq South Oil Company. 

Jul. 14 The Tarim fertilizer project, with annual output of 450,000 tons of synthetic ammonia and 

800,000 tons of urea, became operational. With a total annual fertilizer production capacity of 1.3 

million tons, it is an important fertilizer production base in China. 

Jul. 19 Urumqi Petrochemical Company’s 1 Mt/a PX and aromatic hydrocarbon project 

became operational. 

Jul. 28 CNPC and Chongqing Machinery & Electric Group launched the Kunlun Financing 

and Leasing Company Limited joint venture in Chongqing, with its business scope covering 

financing for petroleum equipment purchases, the purchase of marine transport shipping and 

the development of fixed assets. 

Jul. 28 CNPC signed a cooperation framework agreement with Shandong Provincial 

Government, whereby the two sides will conduct cooperation in oil and gas pipelines, refining, 

refined product sales network, civilian gas, and oil and gas transport and storage projects, 

including ports and docks. 

Jun. 3

Jun. 12

Jul. 14
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August
Aug. 20 The National Shale Gas Development Center was launched at Langfang branch of 

CNPC Research Institute of Petroleum Exploration and Development, which will conduct 

theoretical research, technological and equipment development in the field of shale gas. 

Aug. 23 CNPC, in partnership with Shell, acquired a 100% interest in Australia’s Arrow Energy 

for AUD 3.5 billion. The transaction was approved by the general meeting of shareholders of 

Arrow Energy and all the licensing procedures of both the Chinese and Australian governments, 

resulting in a smooth takeover. 

Aug. 26 CNPC signed a strategic cooperation agreement with the Henan Provincial Government 

whereby the company will continue to increase its supply of natural gas and refined products 

in Henan and cooperate with related enterprises in the province to jointly develop CBM. 

September
Sep. 2 Huabei Petrochemical launched its 10 Mt/a refining quality upgrade and safety and 

environmental protection technological transformation project. It is due to be operational in 

August 2013. 

Sep. 6 Guangxi Petrochemical’s 10 Mt/a refining project became operational. It is capable 

of supplying 8.3 million metric tons of gasoline, diesel and aviation kerosene, as well as LPG, 

and 900,000 tons of petrochemical products including polypropylene, aromatic hydrocarbon, 

benzene, toluene and mixed xylene annually.

Sep. 9 CNPC signed a strategic agreement with the Yunnan Provincial Government on the 

cooperation in oil and gas pipeline construction, refining and chemicals and the sale of civilian 

gas and refined products. 

Sep. 10 Construction of the Chinese section of the Myanmar-China Oil and Gas Pipelines 

started in Anning City, Yunnan Province, and ground breaking for the auxiliary refining project 

took place in Kunming. The designed annual delivery capacity of the crude pipeline is 20 million 

metric tons and the designed capacity of the gas pipeline is 10-13 billion cubic meters. The 

project is due to be completed and became operational in 2013. 

Sep. 15 CNPC signed a memorandum of understanding with Chevron on the on the 

Maishi Project.

Sep. 26 The Parallel Sebei-Xining-Lanzhou Pipeline was completed and became operational. In 

combination with the Sebei-Xining-Lanzhou Pipeline, it is capable of delivering 18.94 million 

cubic meters of gas per day. 

Sep. 27 Chinese President Hu Jintao and Russian President Dmitry Medvedev took part in 

the ceremony to mark the completion of the Russia-China Crude Pipeline. On the same day, 

CNPC inked a general agreement with Transneft over the operation of the Russia-China Crude 

Pipeline that stretches from Russia's Skovorodino station to China's Mohe station, a framework 

agreement with Gazprom to import natural gas to China, an agreement with Rosneft on 

extending oil supply to the Russia-China Crude Pipeline, and an agreement with LUKoil on 

expanding strategic cooperation.  

Sep. 10

Sep. 27
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October 
Oct. 26 Natural gas was input into Line B of the Central Asia-China Gas Pipeline, marking the 

operation of the dual line. 

November 
Nov. 3 Our daily crude runs exceeded 400,000 metric tons for the first time, further improving our 

market supply capability.

Nov. 3 CNPC and Australia’s Dart Energy signed a 30 year Production Sharing Contract (PSC) in 

relation to exploring natural gas in Dajing block in the Junggar Basin.

Nov. 9 PetroChina, a holding company of CNPC, signed a memorandum on an integrated oil and 

gas project in Canada and an agreement on the joint assessment of the CBM project in Daning 

block in the Ordos Basin with Shell. 

Nov. 18 The Zhongwei-Huangpi trunk line of the eastern section of the West-East Gas Pipeline 

became operational and started supplying gas to Hunan and Hubei. The 1,393-kilometer 

Zhongwei-Huangpi trunk line starts in Zhongwei, Ningxia, and passes through Gansu, Shaanxi and 

Henan provinces before reaching the distribution station at Huangpi in Wuhan, Hubei Province.

Nov. 24 CNPC signed a strategic cooperation framework agreement with the Hubei Provincial 

Government on the construction of refined product depots, sales network development, natural 

gas supply, natural gas pipelines, and gas storage depot projects, as well as in civilian gas and 

CNG projects. 

December
Dec. 1 CNPC signed an agreement on the joint-venture operation of the Junin 4 project with the 

Venezuelan Ministry of Energy and Petroleum.

Dec. 15 Changling Gas Field in Jilin was completed and became operational, meaning that the 

natural gas output of Jilin Oilfield will increase to 1.6 billion cubic meters. Changling Gas Field is 

the domestic first gas field with high carbon content. 

Dec. 21 The second phase of the Kazakhstan-China Gas Pipeline started construction. In the first 

stage, a 1,164-kilometer gas pipeline from Bozoy in Aktobe to Shymkent in southern Kazakhstan 

with an annual capacity of 6 billion cubic meters will be constructed. The pipeline is due to 

become operational in 2012. 

Dec. 31 The Yulin-Liangxiang section of the Third Shaan-Jing Gas Pipeline became operational. 

With a total length of 1,011 kilometers, the Third Shaan-Jing Gas Pipeline starts at Yulin in Shaanxi 

and ends at Xishatun in Beijing. The pipeline has a designed annual delivery capacity of 15 

billion cubic meters and will become another important channel to supply natural gas to the 

Bohai Rim region. 

Nov. 9

Dec. 1

Dec. 15
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Glossary

SAGD

Steam Assisted Gravity Drainage (SAGD) is an EOR technique suitable for 

producing super heavy oil or natural asphalt with extremely high viscosity. 

It combines heat conduction and thermal convection of fluid and employs 

steam as the heat source. The heated heavy oil or gas condensate drains to 

a lower well bore by gravity, and is then extracted to the ground. 

Redevelopment

A process to enhance the ultimate recovery of a mature field which should 

have reached its limit or should have been abandoned with the use of 

conventional primary-development techniques. The development system 

of the oilfield is reconstructed by consolidating brand new concepts, and 

using and developing new secondary recovery technologies.

LNG

Liquid Natural Gas is produced by dewatering, deacidifying, dehydrating 

and fractionating the natural gas produced from a gas field and then 

turning it into liquid under low temperatures and high pressure.

Processing loss rate

The percentage of the crude oil that is lost when it is processed. It 

immediately determines the profitability of a refinery.

Horizontal well

A class of nonvertical wells where the wellbore axis is near horizontal 

(within approximately ten degrees of the horizontal), or fluctuating above 

and below 90 degrees deviation. A horizontal well may produce at rates 

several times greater than a vertical well, enhance recovery efficiency and 

prolong the production cycle, due to the increased wellbore surface area 

within the producing interval. Meanwhile, the environmental costs or land 

use problems that may pertain in some situations, such as the aggregate 

surface "footprint" of an oil or gas recovery operation, can be reduced by 

the use of horizontal wells.

Underbalanced drilling

Underbalanced drilling is a well drilling technique in which the hydrostatic 

pressure of drilling fluid column is lower than the pore pressure in the 

stratum. Formation fluid is allowed to flow into the well bore, circulate out, 

and be controlled on the surface. It plays an important role in discovering 

and protecting reservoirs. 

Occupational diseases

A disease or ailment caused due to excessive exposure to noxious fumes 

or substances in a working environment.

Proven reserves

According to China National Standards, proven reserves are estimated 

quantities of mineral deposits possibly to be recovered from reservoirs 

proved by appraisal drilling during the period of reservoir evaluation, with 

a reasonable certainty or a relative difference of no more than 20%.

Remaining recoverable reserves

Remaining recoverable reserves are the remaining portion of recoverable 

reserves in an oil (gas) field (reservoir) which have been developed to a 

certain stage. They are the recoverable reserves minus the volume of oil 

(gas) that has been cumulatively extracted until that stage.

Reserve replacement ratio

The reserve replacement ratio refers to the value of the amount of oil 

and gas reserves added in a year divided by the amount of oil and gas 

produced during that same year.

Oil equivalent

Oil equivalent is the conversion coefficient with which the output of 

natural gas is converted to that of crude oil by calorific value. In this report, 

the coefficient is 1,255, i.e. 1,255 cubic meters of natural gas is equivalent 

to one metric ton of crude oil. 

Recovery factor

The percentage of oil/gas in place that is recoverable from underground.

Tertiary recovery

Tertiary recovery is also called enhanced oil recovery and it is abbreviated 

as EOR. It is a method to increase the recovery of crude oil by injecting fluid 

or heat to physically or chemically alter the oil viscosity or the interfacial 

tension between the oil and another medium in the formation, in order 

to displace any discontinuous or had-to-tap oil in reservoirs. EOR methods 

mainly include thermal recovery, chemical flooding and miscible flooding.

Polymer flooding

This is an EOR method by which a polymer solution is used as the agent to 

displace oil. Polymer is injected to increase the viscosity of formation water, 

changing the oil/water viscosity ratio and reducing the difference between 

water flowability and oil flowability in the formation. This will increase the 

swept volume of water flooding and thereby the oil displacement efficiency. 

ASP flooding

A flooding system prepared with alkali, surfactant and polymer. It not only 

has a high viscosity but can also create an ultra-low water-oil interfacial 

tension to improve the oil-washing capability. 
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About this Report 

In this report, the expressions "CNPC", "the corporation", and "the 
company" are used for convenience where references are made 
to China National Petroleum Corporation in general. Likewise, the 
words "we", "us" and "our" are also used to refer to China National 
Petroleum Corporation in general or to those who work for it. 

This report is presented in Chinese, English, Russian, Spanish, 
and French. In case there is any divergence of interpretation, the 
Chinese text shall prevail.

Recycled/recyclable paper and environmentally friendly printing 
ink are used for this annual report.
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