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PetroChina Company Limited (the "Registrant") is furnishing, under the
cover of Form 6-K, the Registrant's interim report for the six months ended June
30, 2004.

This interim report contains "forward-looking statements" within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as amended. These forward-looking
statements are, by their nature, subject to significant risks and uncertainties.
These forward-looking statements include, without limitation, statements
relating to:
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o the Registrant's anticipated capital expenditures for each of its
segments for the year ended December 31, 2004 and non segment-specific
capital expenditures for the same period;

o the Registrant's plan to focus its exploration efforts for oil and
natural gas on the Erdos, Junggar, Tarim, Songliao and Bohai Bay
basins;

o the Registrant's plan for segment operations, including:

- continuing to enhance o0il and gas exploration and production;
- speeding up the development of its marketing network;

- adopting various measures to improve the profitability of the
refining and chemicals businesses; and

- continuing to carefully organize the construction of key natural
gas pipeline projects to achieve various construction targets;

o the Registrant's plan to continue to develop its overseas operations;

o the Registrant's plan to continue to improve the qualifications of its
staff and maintain strict control over the size of its workforce;

o the Registrant's plan to further streamline its production facilities
for the next several years and the anticipated impact of such plan on
the results of operations and financial position of the Registrant;

o the Registrant's plans to adopt various measures to enhance its value
and maximize shareholders' value;

o the Registrant's plans and prospectus specified under "The Second Half
of 2004 and Beyond"; and

o the Registrant's other future plans and prospects.

These forward-looking statements reflect the Registrant's current views
with respect to future events and are not a guarantee of future performance.
Actual results may differ materially from information contained in these
forward-looking statements as a result of a number of factors, including,
without limitation:

o fluctuations in crude oil and natural gas prices;

o failure to achieve continued exploration success;

o failure or delay in achieving production from development projects;
o change in demand for competing fuels in the target market;

o continued availability of capital and financing;

o general economic, market and business conditions;

o changes in policies, laws or regulations of the People's Republic of

China and other jurisdictions in which the Registrant and its
subsidiaries conduct business; and
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o other factors beyond the Registrant's control.

The Registrant does not intend to update or otherwise revise the
forward-looking statements in this interim report, whether as a result of new
information, future events or otherwise. Because of these risks, uncertainties
and assumptions, the forward-looking events and circumstances discussed in this
announcement might not occur in the way the Registrant expects, or at all.

You should not place undue reliance on any of these forward-looking
statements.

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

PetroChina Company Limited

Dated: September 8, 2004 By: /s/ Li Huaigi

Name: Li Huaiqgi
Title: Company Secretary
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Output of crude oil for the first half of 2004 was 388.5 million barrels,
representing an increase of 0.54% from the first half of 2003.

Output of marketable natural gas for the first half of 2004 was 410.3
billion cubic feet, representing an increase of 17.40% from the first half
of 2003.

Total output of crude oil and natural gas for the first half of 2004 was
456.9 million barrels of oil equivalent, representing an increase of 2.74%
from the first half of 2003.

Consolidated turnover for the first half of 2004 was RMB179.552 billion,
representing an increase of 21.35% from the first half of 2003.

Consolidated net profit for the first half of 2004 was RMB45.292 billion,
representing an increase of 17.28% from the first half of 2003.

Basic and diluted earnings per share for the first half of 2004 were
RMBO0.26, representing an increase of RMB0.04 from the first half of 2003.

The Board of Directors has resolved to distribute an interim dividend for
2004 of RMB0.115919 per share.
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CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED UNAUDITED CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the six months ended June 30, 2004 and June 30,
except for per share data)

TURNOVER

OPERATING EXPENSES

Purchases, services and other
Employee compensation costs

2003

Exploration expenses, including exploratory dry holes

Depreciation, depletion and amortisation
Selling, general and administrative expenses
Taxes other than income taxes

Other income, net

TOTAL OPERATING EXPENSES

PROFIT FROM OPERATIONS

FINANCE COSTS
Exchange gain
Exchange loss
Interest income
Interest expense

TOTAL FINANCE COSTS

SHARE OF PROFIT OF ASSOCIATED COMPANIES

PROFIT BEFORE TAXATION
TAXATION

PROFIT BEFORE MINORITY INTERESTS
MINORITY INTERESTS

(Amounts in millions



Edgar Filing: PETROCHINA CO LTD - Form 6-K

NET PROFIT 45, 2

BASIC AND DILUTED EARNINGS PER SHARE 6 0.

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS
PETROCHINA COMPANY LIMITED UNAUDITED CONSOLIDATED BALANCE SHEET
As of June 30, 2004 and December 31, 2003 (Amounts in millions)

NOTES JUNE 30, 2004
RMB
NON CURRENT ASSETS
Property, plant and equipment 8 434,388
Investments in associates 6,193
Available-for-sale investments 1,742
Intangible and other assets 4,903
447,226
CURRENT ASSETS
Inventories 9 34,939
Accounts receivable 10 3,871
Prepaid expenses and other current assets 20,518
Notes receivable 11 4,546
Receivables under resale agreements 12 37,464
Time deposits with maturities over three months 800
Cash and cash equivalents 17,808
TOTAL CURRENT ASSETS 119,946
CURRENT LIABILITIES
Accounts payable and accrued liabilities 13 71,981
Income tax payable 8,838
Other taxes payable 9,884
Short-term borrowings 14 28,608
119,311
NET CURRENT ASSETS/ (LIABILITIES) 635
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TOTAL ASSETS LESS CURRENT LIABILITIES 447,861

FINANCED BY:

Share capital

-State-owned shares of RMB 1.00 each 158,242
—-H shares of RMB 1.00 each 17,582
175,824

Retained earnings 120,922
Reserves 91,212
Shareholders' equity 387,958
Minority interests 6,191

NON CURRENT LIABILITIES

Long-term borrowings 14 40,049
Deferred credits and other long-term obligations 2,248
Deferred taxation 11,415
53,712

447,861

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS PETROCHINA COMPANY LIMITED
UNAUDITED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended of June 30, 2004 and June 30, 2003 (Amounts in
millions)

SIX MONTHS ENDE

CASH FLOWS FROM OPERATING ACTIVITIES
Net Profit 45,292

Adjustments for:
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Minority interests
Taxation
Depreciation,
Dry hole costs
Share of profit of associated companies
Impairment of receivables

Write down in inventories, net

Impairment of available-for-sale investments
Loss on disposal of associated companies

depletion and amortisation

Gain on disposal of available-for-sale investments
plant and equipment

Loss on disposal of property,
Dividend income
Interest income
Interest expense

Changes in working capital:

Accounts receivable,
current assets

prepaid expenses and other

Inventories
Accounts payable and accrued liabilities

CASH GENERATED FROM OPERATIONS
Interest received
Interest paid

Income taxes paid

NET CASH PROVIDED BY OPERATING ACTIVITIES

734

5 18,019
4 24,673
3,130

(720)

4 749

4 24
(4)
4 (62)

(451)
1,386

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED UNAUDITED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended of June 30,
millions)

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures
Acquisition of associated companies
Repayment of capital by associated companies

2004 and June 30, 2003

(Amounts in
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Acquisition of available-for-sale investments

Net Acquisition of receivables under resale agreements
Acquisition of intangible assets

Acquisition of other non-current assets

Proceeds from disposal
Proceeds from disposal
Proceeds from disposal

of
of
of

associated companies
available-for-sale investments
other non-current assets

Proceeds from disposal of property,
Dividends received
Decrease/ (Increase) in time deposits

NET CASH USED FOR INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Increase in short-term borrowings
Repayments of short-term borrowings
Increase in long-term borrowings
Repayments of long-term borrowings
Principal payment on finance lease o
Dividends paid to minority interests
Capital contribution from minority i
Dividends paid

plant and equipment

with maturities over three months

bligations

nterests

Change in deferred credits and other long-term obligations
Cash payment for acquisition of CNPC marketing enterprises

NET CASH USED FOR FINANCING ACTIVITIES

INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNI

CASH AND CASH EQUIVALENTS AT END OF

NG OF PERIOD

PERIOD

The accompanying notes are an integral part of these financial statements.

Balance at January 1, 2003

Net profit from January 1 to June 30, 2003

Final dividend for 2002 (Note 7)

Balance at June 30, 2003

SHARE RETAINED
CAPITAL EARNINGS RE
RMB RMB
175,824 59,004
- 38,619
- (12,299)
175,824 85,324




Edgar Filing: PETROCHINA CO LTD - Form 6-K

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM
CONDENSED FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

Balance at January 1, 2004 175,824 89,577
Net profit from January 1 to June 30, 2004 - 45,292
Final dividend for 2003 (Note 7) - (13,947)
Balance at June 30, 2004 175,824 120,922

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

1 ORGANISATION AND PRINCIPAL ACTIVITIES

PetroChina Company Limited (the "Company") was established in the People's
Republic of China (the "PRC" or "China") on November 5, 1999 as a joint stock
company with limited liability as a result of a group restructuring (the
"Restructuring") of China National Petroleum Corporation ("CNPC") in preparation
for the listing of the Company's shares on the New York Stock Exchange and the
Stock Exchange of Hong Kong Limited. The Company and its subsidiaries are
collectively referred to as the "Group".

In accordance with the restructuring agreement between CNPC and the Company
effective as of November 5, 1999, the Company issued 160 billion state-owned
shares in exchange for the assets and liabilities transferred to the Company by
CNPC. The 160 billion state-owned shares were the initial registered capital of
the Company with a par value of RMB1.00 per share. On April 7, 2000, the Company
issued 17,582,418,000 shares, represented by 13,447,897,000 H shares and
41,345,210 American Depositary Shares ("ADSs", each representing 100 H shares)
in a global offering and the trading of the H shares and the ADSs on the Stock
Exchange of Hong Kong Limited and the New York Stock Exchange commenced on April
7, 2000 and April 6, 2000, respectively. Pursuant to the approval of the China
Securities Regulatory Commission, 1,758,242,000 state-owned shares of the
Company owned by CNPC were converted into H shares for sale in the global
offering.

2 ACCOUNTING POLICIES

The consolidated interim condensed financial statements have been prepared
in accordance with International Accounting Standards ("IAS") 34 "Interim

10



Edgar Filing: PETROCHINA CO LTD - Form 6-K

Financial Reporting". The accounting policies used in the preparation of the
consolidated interim condensed financial statements are consistent with those
used in the preparation of the financial statements for the year ended December
31, 2003.

The consolidated interim condensed financial statements presented herein
should be read in conjunction with the consolidated financial statements and
notes thereto included in the annual report of the Group for the year ended
December 31, 2003. The consolidated interim condensed financial statements as of
June 30, 2004 and for the six-month periods ended June 30, 2004 and June 30,
2003 included herein are unaudited but reflect, in the opinion of the Board of
Directors, all adjustments (which include only normal recurring adjustments)
necessary to properly prepare the consolidated interim condensed financial
statements, in all material respects, in accordance with IAS 34. The results of
operations for the six months ended June 30, 2004 are not necessarily indicative
of the results of operations expected for the year ended December 31, 2004.

Costs that incur unevenly during the financial year are anticipated or
deferred in these interim financial statements only if it would also be
appropriate to anticipate or defer such costs at the end of the financial year.

Income tax expense is recognised based on the best estimate of the weighted
average annual income tax rate expected for the full financial year. The
estimated average annual tax rate used for the six months ended June 30, 2004 is
principally 33% (six months ended June 30, 2003: 33%).

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

3 TURNOVER
Turnover represents revenues from the sale of crude oil, natural gas,
refined products and petrochemical products and from the transportation of crude

0oil and natural gas. Analysis of turnover by segment is shown in Note 15.

4 PROFIT BEFORE TAXATION

SIX MONTHS EN

2004
RMB
Profit before taxation is arrived at after crediting and charging of the
following items:
Crediting
Dividend income from available-for-sale investments 62
Reversal of impairment of receivables 274
Reversal of write down in inventories 122
Reversal of impairment of available-for-sale investments 4

11
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Charging
Amortisation on intangible and other assets 523
Cost of inventories (approximates cost of goods sold) recognised as expense 77,301
Depreciation on property, plant and equipment, including impairment provision

- owned assets 24,142

— assets under finance leases 8
Impairment of available-for-sale investments 28
Impairment of receivables 1,023
Interest expense (Note (a)) 1,386
Loss on disposal of property, plant and equipment 98
Operating lease rentals on land and buildings and equipment 1,564
Repair and maintenance 2,493
Research and development expenditure 906
Write down in inventories 123

Note (a) Interest expense

Interest expense 1,733
Less: amounts capitalised (347)
1,386

7

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

5 TAXATION
SIX MONTHS ENDED JUNE 30
2004 2003
RMB RMB
Income tax 18,010 14,494
Deferred tax (111) 661
Share of tax of associated companies 120 46
18,019 15,201

In accordance with the relevant PRC income tax rules and regulations, the
PRC income tax rate applicable to the Group is principally 33% (2003: 33%). The
Group in the last quarter of year 2002 obtained approvals from several
provincial and local tax authorities whereby a portion of the taxable income of
the Group's qualifying operations in these locales through 2010 are assessed

12
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income tax at a reduced rate of 15% instead of the statutory rate of 33%.

The tax on the Group's profit before taxation differs from the theoretical
amount that would arise using the basic tax rate in the PRC applicable to the
Group as follows:

SIX MONTHS ENDED JUNE 30

2004 2003

RMB RMB
Profit before taxation 64,045 54,116
Tax calculated at a tax rate of 33% 21,135 17,858
Prior year tax return adjustment 2 (323)
Effect of preferential tax rate (2,668) (2,156)
Income not subject to tax (517) (204)
Expenses not deductible for tax purposes 67 26
Tax charge 18,019 15,201

6 BASIC AND DILUTED EARNINGS PER SHARE
Basic and diluted earnings per share for the six months ended June 30, 2004
and 2003 have been computed by dividing net profit by the number of 175,824

million shares issued and outstanding for each of the periods.

There are no dilutive potential ordinary shares.

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

7 DIVIDENDS

SIX MONTHS ENDED JUNE 30

13
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Final dividend for 2002 (Note (i)) —— 12,299
Final dividend for 2003 (Note (ii)) 13,947 ——
13,947 12,299
(1) A final dividend in respect of 2002 of RMB 0.069951 per share amounting to

a total of RMB 12,299 was paid on June 12, 2003, and was accounted for in
shareholders' equity as an appropriation of retained earnings in the six
months ended June 30, 2003.

(ii) A final dividend in respect of 2003 of RMB 0.079324 per share amounting to
a total of RMB 13,947 was paid on June 2, 2004, and was accounted for in
shareholders' equity as an appropriation of retained earnings in the six
months ended June 30, 2004.

(iii) As authorised by shareholders in the Annual General Meeting on May 18,
2004, the Board of Directors, in a meeting held on August 26, 2004,
resolved to distribute an interim dividend in respect of 2004 of RMB
0.115919 per share amounting to a total of RMB 20,381. These financial
statements do not reflect this dividend payable, as it was not authorised
until after the balance sheet date.

8 PROPERTY, PLANT AND EQUIPMENT

RMB

COST OR VALUATION

At January 1, 2004 699,507

Additions 28,853

Disposals and write off (6,602)

At June 30, 2004 721,758
ACCUMULATED DEPRECIATION

At January 1, 2004 (266,088)

Charge for the period (24,150)

Disposals and write off 2,868

At June 30, 2004 (287,370)
NET BOOK VALUE

At June 30, 2004 434,388

The depreciation charge of the Group for the six months ended June 30, 2004
included RMB 1,957 (six months ended June 30, 2003: RMB 504) relating to
impairment provision for plant and equipment held for use. Of this amount, RMB
740 (six months ended June 30, 2003: RMB 504) was related to the Chemicals and
Marketing segment, RMB 352 (six months ended June 30, 2003: Nil) was for the
Refining and Marketing segment and RMB 865 (six months ended June 30, 2003: Nil)
was for the Exploration and Production segment.

14
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CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

A valuation of the Group's property, plant and equipment, excluding oil and
gas reserves, was carried out during 1999 by independent valuers. The valuation
was based on depreciated replacement costs.

As at September 30, 2003, a revaluation of the Group's refining and
chemical production equipment was undertaken by a firm of independent valuers,
China United Assets Appraiser Co., Ltd, in the PRC on a depreciated replacement
cost basis.

The June 1999 revaluation resulted in RMB 80,549 in excess of the prior
carrying value and a revaluation loss of RMB 1,122 on certain property, plant
and equipment.

The September 2003 revaluation resulted in a RMB 872 in excess of the
carrying value of certain property, plant and equipment immediately prior to the
revaluation and a revaluation loss of RMB 1,257.

Bank borrowings are secured on property, plant and equipment at net book
value of RMB 152 at June 30, 2004 (December 31, 2003: RMB 152).

9 INVENTORIES
JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
Crude o0il and other raw materials 13,160 9,553
Work in progress 3,588 3,652
Finished goods 18,894 16,367
Spare parts and consumables 64 66
35,706 29,638
Less: Write down in inventories (767) (766)
34,939 28,872

Inventories of the Group carried at net realisable value amounted to RMB
2,398 at June 30, 2004 (December 31, 2003: RMB 2,249).

10

15
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CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

10 ACCOUNTS RECEIVABLE
JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
Accounts receivable due from third parties 8,672 8,263
Less: Impairment provision (5,816) (5,872)
2,856 2,391
Accounts receivable due from related parties
- Fellow CNPC subsidiaries 736 592
— Associated companies 279 280
3,871 3,263

Amounts due from related parties are interest free, unsecured and repayable
in accordance with normal commercial terms.

The aging analysis of accounts receivable at June 30, 2004 is as follows:

JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
Within 1 year 3,450 2,594
Between 1 to 2 years 100 136
Between 2 to 3 years 236 423
Over 3 years 5,901 5,982
9,687 9,135

The Group offers its customers the credit terms of no more than 180 days,
except for certain selected customers.

11 NOTES RECEIVABLE

Notes receivable represent mainly the bills of acceptance issued by banks
for sale of goods and products. All notes receivable are due within one year.

16
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12 RECEIVABLES UNDER RESALE AGREEMENTS

Securities purchased under agreements to resell ("resale agreements") are
recorded as receivables under resale agreements. The difference between purchase
and resell prices 1is treated as interest income and accrued over the life of
resale agreements using the effective yield method.

Resale agreements are accounted for as collateralised financing
transactions and are recorded at their contractual amounts plus interest
accrued. The underlying collaterals are principally PRC government bonds.

11

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

13 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
JUNE 30, 2004 DECEMBER 31, 2
RMB RMB
Trade payables 10,377 10,150
Advances from customers 5,072 6,861
Salaries and welfare payable 6,085 5,413
Accrued expenses 6,753 5
Dividends payable by subsidiaries to minority shareholders 70 118
Interest payable 122 130
Construction fee and equipment cost payables 11,639 13,760
Payable to Sinopec 621 610
Advances from Sinopec 86 233
One-time employee housing remedial payment payable 2,065 2,270
Other payables 12,164 10,628
Amounts due to related parties
- CNPC 2,664 1,531
— Fellow CNPC subsidiaries 13,085 11,880
— Associated companies 1,178 591
71,981 64,180

Other payables consist primarily of customer deposits.

Amounts due to related parties are interest-free, unsecured and repayable
in accordance with normal commercial terms.

The aging analysis of trade payables at June 30, 2004 is as follows:

17
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JUNE 30, 2004 DECEMBER 31, 2003

RMB RMB
Within 1 year 9,568 9,108
Between 1 to 2 years 257 402
Between 2 to 3 years 51 127
Over 3 years 501 513

10,377 10,150

12

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

14 BORROWINGS
JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
Short-term borrowings 28,608 28,890
Long-term borrowings 40,049 41,959
68,657 70,849

The movements in the borrowings can be analysed as follows:

RMB
Balance at January 1, 2004 70,849
Increase 1in borrowings 22,873
Repayments of borrowings (25,065)
Balance at June 30, 2004 68,657

18
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The long-term borrowings can be analysed as follows:

JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
Unsecured Loans 57,217 61,614
Obligations under finance leases 31 56
Current portion of long-term liabilities (17,199) (19,711)
40,049 41,959
The analysis of the above is as follows:
Bank loans
— Wholly repayable within five years 29,136 30,173
— Not wholly repayable within five years 1,987 3,417
Other loans and obligations under finance leases
— Wholly repayable within five years 21,211 23,181
- Not wholly repayable within five years 4,914 4,899
57,248 61,670
Current portion of long-term liabilities (17,199) (19,711)
40,049 41,959

Other loans and obligations under finance leases not wholly repayable
within five years are repayable by installments from July 2009 to April 2032.
Interest is charged on the outstanding balances at the rate of 0% to 6.44% per
annum (December 31, 2003: 0% to 6.44% per annum).

13

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED
FINANCIAL STATEMENTS

For the six months ended June 30, 2004 (Amounts in million)

At June 30, 2004, the Group's bank loans and other borrowings were
repayable as follows:

OTHER LOANS AND OBLIGATI
BANK LOANS FINANCE LEASES
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JUNE 30, DECEMBER 31, JUNE 30,

2004 2003 2004

RMB RMB RMB
Within one year 9,062 11,291 8,137
Between one to two years 4,739 9,963 5,065
Between two to five years 16,145 10,397 8,211
After five years 1,177 1,939 4,712
31,123 33,590 26,125

15 SEGMENT INFORMATION

The Group is engaged in a broad range of petroleum related activities
through its four major business segments: Exploration and Production, Refining
and Marketing, Chemicals and Marketing and Natural Gas and Pipeline.

The Exploration and Production segment is engaged in the exploration,
development, production and sales of crude oil and natural gas.

The Refining and Marketing segment is engaged in the refining,
transportation, storage and marketing of crude oil and petroleum products.

The Chemicals and Marketing segment is engaged in the production and sale
of basic petrochemical products, derivative petrochemical products, and other
chemical products.

The Natural Gas and Pipeline segment is engaged in the transmission of
natural gas, crude oil and refined products and the sale of natural gas.

In addition to these four major business segments, the Other segment
includes the assets, income and expenses relating to cash management, financing
activities, the corporate center, research and development, and other business
services to the operating business segments of the Group.

Substantially all assets and operations of the Group are located in the
PRC, which is considered as one geographic location in an economic environment
with similar risks and returns. In addition to its operations in the PRC, the
Group conducts exploration and production of crude oil and natural gas in
Indonesia.

The accounting policies of the operating segments are the same as those
described in Note 2 —-- "Accounting Policies".

Operating segment information for the six months ended June 30, 2003 and
2004 is presented below:
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Primary reporting format - business segments
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SIX MONTHS ENDED JUNE 30, 2003

Turnover (including intersegment)
Less: Intersegment sales

Turnover from external customers

Depreciation, depletion and amortisation

Segment result
Other costs

Profit/ (loss) from operations
Finance costs
Share of (loss)/profit of associated
companies

Profit before taxation
Taxation
Minority interests
Net profit
Interest income (including intersegment)
Less: Intersegment interest income
Interest income from external entities
Interest expense (including intersegment)
Less: Intersegment interest expense
Interest expense to external entities
Segment assets
Elimination of intersegment balances
Investments in associated companies
Total assets
Segment capital expenditure

- for property, plant and equipment
Segment liabilities

Other liabilities
Elimination of intersegment balances

EXPLORATION
AND
PRODUCTION

91,485
(65,714)

(12,534)

53,309
(3,039)

(14)

1,116

(1,368)

302,125

1,190

17,336

101,320

REFINING
AND
MARKETING

(8,064)

10

217

(907)

111,273

1,660

3,558

71,247

CHEMICALS NATURAL
AND GAS AND
MARKETING PIPELINE

RMB RMB

18,928 7,777

(1,064) (1,601)

17,864 6,176

(3,210) (769)
1,197 1,377

(549) (56)

648 1,321

3 1

56 55

(440) (181)

56,844 39,709

90 61

1,123 4,492

39,652 28,177
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Total liabilities
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Primary reporting format - business segments

SIX MONTHS ENDED
JUNE 30, 2004

Turnover (including intersegment)
Less: Intersegment sales

Turnover from external customers

Depreciation, depletion and amortisation

Segment result
Other costs

Profit/ (loss) from operations

Finance costs
Share of profit/(loss) of associated
companies

Profit before taxation

Taxation

Minority interests

Net profit

Interest income (including intersegment)
Less: Intersegment interest income
Interest income from external entities

Interest expense (including intersegment)
Less: Intersegment interest expense

(Amounts in million)

(continued)
EXPLORATION REFINING CHEMICALS
AND AND AND
PRODUCTION MARKETING MARKETING
RMB RMB RMB
99,526 137,149 25,434
(78,818) (9,504) (1,332)
20,708 127,645 24,102
(14,511) (4,836) (4,002)
55,607 17,066 3,190
(2,9006) (8,088) (1,237)
52,701 8,978 1,953
91 (8) 21
1,019 264 165
(1,419) (873) (316)
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Interest expense to external entities

Segment assets 324,142 119,943 53,316 51,
Elimination of intersegment balances
Investments in associated companies 1,267 1,913 252

Total assets

Segment capital expenditure
- for property, plant and equipment 19,146 4,688 1,062 3,

Segment liabilities 104,174 67,298 17,800 30,
Other liabilities
Elimination of intersegment balances

Total liabilities
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Note (a) - Intersegment sales are conducted principally at market price.
Note (b) - Segment result is profit from operations before other costs.

Other costs include selling, general and administrative expenses
and other net income.

Note (c) - Segment result for the six months ended June 30, 2003 and 2004
included impairment provision for property, plant and equipment
(Note 8).

Note (d) - Other liabilities mainly include income tax payable, other taxes

payable and deferred taxation.

Note (e) - Elimination of intersegment balances represents elimination of
intersegment current accounts and investments.

SECONDARY REPORTING FORMAT - GEOGRAPHICAL SEGMENTS

TURNOVER TOTAL ASSETS CAPIT
SIX MONTHS ENDED JUNE 30, 2004 2003 2004 2003 2004
RMB RMB RMB RMB RMB
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PRC 179,044 147,434 563,521 506,667

Others (Exploration and

Production) 508 526 3,651 3,091
179,552 147,960 567,172 509,758

16 CONTINGENT LIABILITIES

(a) BANK AND OTHER GUARANTEES

At June 30, 2004, the Group had contingent liabilities in respect of bank
and other guarantees and other matters arising in the ordinary course of
business from which it is anticipated that no material liabilities will arise.

JUNE 30, 2004 DECEMBER 31, 2003

Guarantee of borrowings of associated companies 211 448

(b) ENVIRONMENTAL LIABILITIES

CNPC and the Group have operated in China for many years and certain
environmental problems have developed. China has adopted extensive environmental
laws and regulations that affect the operation of the o0il and gas industry. The
outcome of environmental liabilities under proposed or future environmental
legislation cannot reasonably be estimated at present, and could be material.
Under existing legislation, however, management believes that there are no
probable liabilities, except for the amounts which have already been reflected
in the financial statements, that will have a material adverse effect on the
financial position of the Group.

(c) LEGAL CONTINGENCIES
The Group is the named defendant in certain insignificant lawsuits as well
as the named party in other
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proceedings arising in the ordinary course of business. While the outcomes
of such contingencies, lawsuits or other proceedings cannot be determined at
present, management believes that any resulting liabilities will not have a
material adverse effect on the financial position of the Group.

(d) LEASING OF ROADS, LAND AND BUILDINGS

According to the Restructuring Agreement entered into between the Company
and CNPC in 1999 upon the formation of the Company, CNPC has undertaken to the
Company the following:
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o CNPC will use its best endeavours to obtain formal land use right
certificates to replace the entitlement certificates in relation to the
28,649 parcels of land which were leased or transferred to the Company
from CNPC, within one year from August, September and October 1999 when
the relevant entitlement certificates were issued;

o CNPC will complete, within one year from November 5, 1999, the
necessary governmental procedures for the requisition of the
collectively-owned land on which 116 service stations owned by the
Company are located; and

o CNPC will obtain individual building ownership certificates in the name
of the Company for all of the 57,482 buildings transferred to the
Company by CNPC, before November 5, 2000.

As at June 30, 2004, CNPC has obtained formal land use right certificates
in relation to 24,046 out of the above-mentioned 28,649 parcels of land, some
building ownership certificates for the above-mentioned buildings, but has
completed none of the necessary governmental procedures for the above-mentioned
service stations located on collectively-owned land. The Directors of the
Company confirm that the use of and the conduct of relevant activities at the
above-mentioned parcels of land, service stations and buildings are not affected
by the fact that the relevant land use right certificates or individual building
ownership certificates have not been obtained or the fact that the relevant
governmental procedures have not been completed. In management's opinion, the
outcome of the above events will not have a material adverse effect on the
results of operations or the financial position of the Group.

(e) GROUP INSURANCE

Except for limited insurance coverage for vehicles and certain assets
subject to significant operating risks, the Group does not carry any other
insurance for property, facilities or equipment with respect to its business
operations. In addition, the Group does not carry any third-party liability
insurance against claims relating to personal injury, property and environmental
damages or business interruption insurance since such insurance coverage is not
customary in China. While the effect of under-insurance on future incidents
cannot be reasonably assessed at present, management believes that it may have a
material impact on the operating results but will not have a material adverse
effect on the financial position of the Group.

(f) COST REDUCTION MEASURES

The Group may further streamline its production facilities within the next
several years to further improve the operating efficiency and competitiveness of
the Group. Management has not approved all significant actions to be taken to
complete such plans. Management does not believe such plans will have a material
adverse impact on the Group's financial position, but may have a material
adverse effect on the Group's results
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of operations.
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(g) OTHER

In December 2003, a gas blow-out incident occurred at one of the gas wells
of the Group. The blow-out caused the leakage of a large quantity of sulfurated
hydrogen, causing injuries and death to many residents living in the surrounding
area. As a result of an investigation conducted by the PRC government, CNPC,
which provided drilling services for the well, was held liable for this
blow-out. The incident has not had, and the Company does not believe it will
have, a material adverse effect on the results of operations and financial
position of the Group.

17 COMMITMENTS

(a) OPERATING LEASE COMMITMENTS

Operating lease commitments of the Group are mainly for leasing of land and
buildings and equipment. Leases range from one to fifty years and usually do not
contain renewal options. Future minimum lease payments as of June 30, 2004 and
December 31, 2003 under non-cancellable operating leases are as follows:

JUNE 30, 2004 DECEMBER 31, 2003
RMB RMB
First year 2,440 2,552
Second year 2,332 2,433
Third year 2,325 2,409
Fourth year 2,310 2,391
Fifth year 2,308 2,380
Thereafter 83,701 84,776
95,416 96,941

Operating lease expenses for land and buildings and equipment were RMB
1,564 for the six months ended June 30, 2004 (six months ended June 30, 2003
were RMB 1,448).

19

CONSOLIDATED INTERIM CONDENSED FINANCIAL STATEMENTS

PETROCHINA COMPANY LIMITED NOTES TO THE UNAUDITED CONSOLIDATED INTERIM CONDENSED

FINANCIAL STATEMENTS
For the six months ended June 30, 2004 (Amounts in million)

(b) CAPITAL COMMITMENTS

JUNE 30, 2004 DECEMBER 31, 2003

26



Edgar Filing: PETROCHINA CO LTD - Form 6-K

Contracted but not provided for

0il and gas properties 381 896
Plant and equipment 8,038 10,055
Other 433 194

8,852 11,145

(c) EXPLORATION AND PRODUCTION LICENSES

The Company is obligated to make annual payments with respect to its
exploration and production licenses to the Ministry of Land and Resources.
Payments incurred were approximately RMB 211 for the six months ended June 30,
2004 (six months ended June 30, 2003 were RMB 36).

Estimated annual payments in the future are as follows:

RMB
2004 515
2005 618
2006 681
2007 712
2008 712

(d) DIVIDENDS

Dividends received from the Company are likely to be one of the principal
sources of funding for CNPC. Subject to the relevant provisions of the PRC
Company law and the Articles of Association of the Company, CNPC, as major
shareholder of the Company, may seek to influence the determination of the
amount of dividends paid by the Company with a view to satisfying its cash flow
requirements including those relating to its obligations to provide
supplementary social services to its employees and a limited number of third
parties. The Ministry of Finance has committed to provide subsidies to enable
CNPC to fund a portion of future operating shortfalls arising out of CNPC's
obligation to provide social services. The directors believe that these
subsidies will substantially reduce CNPC's reliance on dividends from the
Company .

18 RELATED PARTY TRANSACTIONS

The Group is part of a larger group of companies under CNPC and has
extensive transactions and relationships with members of the CNPC group. Because
of these relationships, it is possible that the terms of these transactions are
not the same as those that would result from transactions among wholly unrelated
parties. Related part