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ABOUT ANTONOIL

Anton Oilfield Services Group ("Antonoil” or the
"Company” and, together with its subsidiaries,
the "Group”), is a leading independent oilfield
services provider offering one-stop oil and gas
field technical development services to oil
companies, with two major segments, namely
oil and gas field development technical
services and tubular services. Its services and
solutions span across the drilling technology,
well completion, down-hole operations, and oil
production phases in the development cycle.
Its fast growth benefits from the accelerating
development of natural gas in China and the
Group’s increased presence in the overseas
market. The Group’s strategic objective is to
become a global oilfield services provider with
a solid foothold in China.

Antonoil is committed to continuously
strengthening its R&D capabilities and making
additions to its talent reserves. As of December
31, 2012, the Group employs 1,613 people.
Antonoil is headquartered in Beijing with sales
offices and operation bases across China’s
major onshore oil and natural gas basins. The
Group also has an international headquarters
in Dubai with an extensive network across

the Middle East, Central Asia, Africa, and
Americas.

......



About Antonoil

NTEGRATION

B
14
r")’..‘ir'-
i T
[ et

. |

=

V)

Pursue the integrated service
strategy. strengthening the
construction of regular service
capacity and the investment in
regular service equipment.

Integrated services
with regular services

Previously, solely focused on
services for high-end markets. Now
shift towards integrated services
with regular services driven by
technical services targeting high-
end markets.

driven by technical
services targeting
high-end markets
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About Antonoil

BUSINESS

The business of the Group is classified into two major
segments, namely oil and gas field development
technical services and tubular services. Oil and

gas field development technical services refer to

the solutions provided to and implemented for oil
companies to help them complete oil and gas field
development and enhance production and reduce
costs against various technical problems in the
wellbore during the drilling, completion and production
stages of field development; and tubular services refer
to the services and products provided to the customers
in respect of the use of oil tubular (drilling tools, tubing
and casing), including technical services such as
testing, repair, coating and leasing, and production
and sale of tubular.

The profit centers of the Group are based on the
business clusters and the Group reports its results
based on four clusters including drilling technology
cluster, well completion cluster, down-hole operation
cluster and tubular services cluster. The services and
products of drilling technology cluster, well completion
cluster and down-hole operation cluster belong to oil
and gas field development technical services. Each
business cluster is detailed as follows:

DRILLING TECHNOLOGY CLUSTER

Drilling technology cluster provides engineering
technical services and products during the drilling
stage to solve problems encountered in directional
drilling, drilling assessment, drilling acceleration,
enhanced reservoir contact and integrated drilling. The
Group is a leading drilling technical service provider

in China and its services include directional drilling,
drilling fluids, integrated drilling and rig services.

Anton Qilfield Services Group

Directional drilling

It is operated by the engineers who make the drilling
tool set drilling wellbores along the pre-set path to
enhance the oil and gas recovery rate by reaching the
best position in the reserves. The Group is a leading
directional drilling service provider in China and

its services include directional drilling fechnology,
sidetracking drilling technology and steerable drilling
technology which can complete directional wells
(which deviate from a certain angle relative to vertical
wells) and horizontal wells (which are the sections
vertical or almost vertical to the vertical well sections
in the boreholes) in various complicated environments
such as HTHP and thin payzones and measure the
position and direction of the drilling tool set on a

real time basis through the attached measure tool

to adjust the drilling process and track the borehole
path leading to the pre-set target. It also collects the
information of interval lithology through the attached
measuring tool to identify the strata, and oil, gas or
water and interface, judge strata change, estimate
the path on the payzone and reduce the drilling cycle.
The sidetracking drilling technology of the Group is an
effective means to enhancing production and recovery
rate, especially for the producing wells with decreasing
yield and abandoned wells to resume production.

The steerable drilling technology of the Group is a
directional drilling technology which can enhance
reservoir contact and yield per well. It includes rotary
steerable drilling technology and geological steerable
drilling technology and can optimise wellbore path,
protect oil and gas reserve, enhance reservoir contact
and drilling efficiency and reduce operational risks
and the drilling costs. It is particularly effective for
complicated reserve, thin payzones, long horizontal
wells and highly deviated wells.



Drilling fluid

It is circulation medium used in oil and gas wellbores
during the drilling process. Drilling fluid is also called
mud, whose basic functions include: carry and
suspend debiris, stabilize borehole wall and balance
the formation pressure, cool and lubricate drilling

bits and tools, transfer hydrodynamic force, protect
reservoir and environment etfc. Drilling fluid includes
conventional water-based drilling fluid and high-end
oil-based drilling fluid. The Group signed strategic
cooperation agreement with Magcobar, a world-
renowned drilling fluid services company to provide oil-
based drilling fluid services to customers. The Group
has a team of senior drilling fluid technical experts, oil-
based mud station, R&D center and the mud materials
plant with first class equipment, providing customers
with integrated services including drilling fluid on-

site services, drilling fluid technology R&D, technical
research and design, and sales services.

Integrated drilling

It is the single well general contracting and block
general contracting service for oil companies. The
Group has accumulated its technologies for several
years and it is equipped with the strength to provide
integrated drilling services to oil companies. Its
services include project management, project general
contracting, project supervision and single drilling
technical services. During provision of integrated
services, the Group will be responsible for providing

oil companies with a series of services and products

as necessary for oil and gas field devopment. The
Group made a further move with the integrated service
strategy as it formed a joint venture company with
Schlumberger, known as Tongzhou IPM (TIPM), to
provide integrated project management (IPM) services
to China’s onshore oil and gas fields. The service model
has the benefit of achieving production increase and

About Antonoil

cost savings through end-to-end management of oil
and gas exploration and development, from project
design, resource allocation o project implementation,
and integrating individual services into the entire
process. It targets to apply in large-scale integrated
projects such as multiple well integrated projects,
block integrated projects, as well as ultira complex
wells, shale gas wells, sub-contract blocks, etfc.

Rig services

Completion of well drilling services with rig operation,
includes completion of well drilling services with rigs
directly held by the Group and completion of well
drilling services by managing the rigs owned by our
partners.

WELL COMPLETION CLUSTER

Well completion is the technique which connects
wellbores and reserves after drilling, thus completing
the preparation works as necessary for wellbore
completion and oil production. Whether a well can
achieve maximum oil and gas production in an
economical way to a large extent depends on the well
completion technique used for that well. A successful
well completion can optimise oil production efficiency,
protect the reservoir and extend the life of the oil and
gas production capacity. The Group is a leading well
completion technical service and tool provider in
China, which provides technical services and products
to solve various technical problems experienced by

oil companies during well completion stage. It designs
well completion solutions and techniques comprised
of various well completion tools for different formations
and reservoirs, thus completing the preparation

works as necessary for wellbore completion and

oil production. Its services include well completion
intfegration, screen well completion, gravel packing
completion and oil production tools.

Annual Report 2012
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Well completion integration

It provides specifically designed well completion
solutions and a series of well cementing and
completion tools against different formations and
reservoirs to solve various technical problems

during open hole well completion and casing well
completion. The Group is a leading well cementing
and completion technical service and tool provider in
China and its services and products include integrated
well completion solution design and service, well
cementing and completion pipe string and ancillary
tool technology, well cementing and completion
tools such as liner hangers/staged hydraulic cement
injection machines/sliding sleeves/float collars/float
shoes, and swellable packers/thermostable anti-
corrosion packers/ external casing packers.

Screen well completion

It is a sand prevention technique used for wellbores
in unconsolidated formations against aggregates

in reservoirs during well completion with a view to
minimising the effect of piling aggregates, that is,
reduction or suspension in production, and enhancing
oil and gas well production and extending the life

of production. The Group is a leading screen well
completion service and tool provider in China and

is equipped with the most comprehensive series of
screen well completion technologies and tools able
to be used in vertical wells and horizontal wells. The
screen well completion tools of the Group include
composite screens, punched slotted screens, sand
screens, pack screens, wire wrapped screens, slotted
screens and innovative water control screens.

Gravel packing well completion

Gravel packing is also a sand prevention and
production enhancement technique used, during

well completion, in unconsolidated formations, the
reserves seriously affected by aggregates, and thick
but water-resistant reserves, especially effective for
sand control and heavy oil production enhancement.
The Group is a leading gravel packing well completion
service and tool provider in China and owns leading
gravel packing well completion technologies and tools
able to be used in cased and open holes. The gravel
packing well completion services offered by the Group
includes fracturing packing well completion service
and tool, and cyclic packing well completion service
and tool.

Anton Qilfield Services Group

Oil production tools

The Group provides oil companies with anti-corrosion
and wear-resistant oil production tools such as
couplings, sucker rods, pressure-regulating water
injection pumps and regular pumps. Compared with
the traditional oil production tools, the oil production
equipment used by the Group are more adaptable to
complicated well conditions and more durable.

DOWN-HOLE OPERATION CLUSTER

Down-hole operation cluster provides oil companies
with engineering technical services and products
during the well completion and oil production stages.
It develops oil and gas fields and optimises production
through down-hole operation. The Group is a leading
down-hole operation technical service provider in
China and its down-hole operation cluster includes
production enhancement operation, coiled tubing
operation, pressure pumping, tubular helium testing
and oil production technologies.

Production enhancement operation

It includes acidizing and fracturing production
enhancement technology and various featured
production enhancement operation technologies,
which are mainly used for the development of low
pressure or low permeability reservoirs to enhance their
production and recovery rate, especially applicable

to the development of tight gas and shale gas. The
Group is a leading acidizing and fracturing technical
service provider in China and can complete operation
with high difficulties. Its services include horizontal well
multistage fracturing, HTHP well fracturing, vertical well
multi zone fracturing, horizontal well plugging removal,
and gas propulsion perforation. The production
enhancement operation technologies of the Group
have been successfully used in conventional natural
gas and tight gas development. As a strong brand has
been established, the technology is promoted for shale
gas development.



Coiled tubing operation

Coiled tubing refers to jointless piping spooled on

a reel to be used for oil and gas well interventions
when stretched. Coiled tubing operation is a special
operation which continuously inserts small-sized coiled
tubing into the wells in order to carry out various

well development operations. Compared with the
traditional operation, coiled tubing operation can

be used in drilling, completion and oil production

with many benefits. For example, it is time saving,
flexible in pumping, accurate to position fluids and
does fewer damage to strata and safe in operation.
The Group is a coiled tubing operation technology
promoter in China and its services include various new
featured operations such as coiled tubing sandblast,
gas lift, dripping, acidizing, hydro jet, dewatering gas
production, plug milling, casing fracturing and other
coiled tubing treaments.

Pressure pumping

It harnesses the hydraulic horsepower (HHP) of the
pressure pumping equipment and other related
operational capabilities to help clients implement
pressure pumping design and solutions of varying
scales, with the benefit of expanding the permeability
of oil and gas reservoirs and improving production
capacity. Pressure pumping has become the
necessary measure to developing unconventional oil
and gas reservoirs.

Tubular helium testing

It is a technology which uses the mixed gas of helium
and nitrogen to test tubing threaded connector against
helium leak in the natural gas wells, thus solving the
problem of helium connector leak. It is important to
guarantee production safety of high pressure wells,
sulfur-rich wells and key natural gas wells. The Group is
a leading tubular helium testing technology provider
in China and also sets the industrial standard. It is
promoting the tubular helium testing technology to the
surface facilities of natural gas fields and underground
gas storage facilities from conventional natural gas
wells.

About Antonoil

Oil production technology

It provides oil companies with engineering technical
services and products during oil production stage. The
oil production technical services of the Group include
EOR, water shutoff, well flushing and gas lift services.

It helps oil companies to solve the technical problems
during oil production and enhance production and
recovery rate through various operations. The services
have been extended to operations and management
services, including wellhead management, oil and gas
gathering & transport management, central processing
facility management.

TUBULAR SERVICE CLUSTER

It provides services and products in respect of
tubulars including drilling tools, tubing and casing
for oil companies and drilling companies. It includes
technical services such as tubular testing, repair,
coating and leasing, and production and sale of
tubulars.

Tubular technical services

It includes drilling tool multi zone testing and whiting,
drilling tool wear-resistant belt welding, drilling tools/
tubulars/ casing tubing repair, drilling pipe/tubing
coatings and drilling tool leasing. The Group is a
leading tubular technical service provider in China
and has extensive and leading tubular testing service
capability and a comprehensive tubular repair service
capability.

Production and sale of tubular

It includes the production and sale of heavy-weight
drilling pipes, drilling collars, ordinary drilling pipes
and processing and sale of tubing and casing.

Such business is operated by Northern Heavy Anton
Machiney Manufacturing Co., Ltd, a subsidiary of the
Group.

Annual Report 2012
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FINANCIAL SUMMARY

CONDENSED CONSOLIDATED INCOME STATEMENTS

For the year ended 31 December

2008 2009 2010 2011 2012
RMB ('000)
Revenue 763,266 690,030 950,715 1,258,909 2,004,583
Other gains/(losses). net (14,557) 3.748 575 2,155 10,646
Operating costs (606,965) (656,287) (805,874)  (1,086,209) (1.617,250)
Operating profit 141,750 37,491 145,416 174,855 397,979
Finance (costs)/income, net (37.683) 1,801 (2,697) (16,094) (30,610)
Profit before income tax 105,418 38,331 142,295 112,517 367,369
Profit for the year 72,145 37,606 125,926 91,668 317,705
Affributable fo:
Equity holders of the Company 68,463 32,020 116,655 77,344 302,579
Non-controlling interests 3.682 5,586 9.271 14,324 15,126
Dividends 57,000 18,000 39,400 35,700 97,600
Earnings per share for profit
aftributable fo the equity holders of
the Company during the year
(expressed in RMB per share)
Basic 0.0327 0.0153 0.0557 0.0369 0.1430
Diluted 0.0325 0.0153 0.0557 0.0365 0.1402

REVENUE (RMB million)

2012 2,004.6

2011 8.9 )

2010
2009
2008
2007
2006
2005

149.2

2004 80.1

Anton Qilfield Services Group

PROFIT FOR THE YEAR (RMB million)

2012 317.7

2011

2010

2009

2008

2007

2006

2005

2004

>



CONDENSED CONSOLIDATED BALANCE SHEETS

As at 31 December

Financial Summary

2008 2009 2010 2011 2012
RMB ('000)
Assets
Non-current assets 617,863 723,685 844,067 956,922 1,378,551
Current assets 1,307,459 1,067,795 1,346,847 1,540,698 2,214,283
Total Assets 1,925,322 1,791,480 2,190,914 2,497,620 3,592,834
Total Equity 1,550,614 1,546,079 1,650,561 1,740,097 2,080,954
Liabilities
Non-current liabilities 5,407 2,479 2,150 15,804 303,286
Current liabilities 369,301 242,922 538,203 741,719 1,208,594
Total liabilities 374,708 245,401 540,353 757,523 1,511,880
Total equity and liabilities 1,925,322 1,791,480 2,190,914 2,497,620 3,592,834
Net current assets 938,158 824,873 808,644 798,979 1,005,689
Total assets less current liabilities 1,556,021 1,548,558 1,652,711 1,755,901 2,384,240

Annual Report 2012
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FINANCIAL HIGHLIGHTS

REVENUE BREAKDOWN BY REGION

22.4,

Overseas

22.8%

Overseas

77.6% 77.24

Domestic

2012 2011

ACCOUNTS RECEIVABLES TURNOVER DAYS ACCOUNTS PAYABLES TURNOVER DAYS

2012 134 2012 149

2017 2017

INVENTORY TURNOVER DAYS

2012 124

2011

1 0 Anton Oilfield Services Group



REVENUE BREAKDOWN BY BUSINESS CLUSTERS

87.2%

Oil and gas fileld
development
technical services

- Down-hole operation 42.7%

- Well completion fechnology 22.9%

- Drilling technology 21.6%

12.8%

Tubular Services

2012

86.44

Oil and gas fileld
development o
technical services 1 3 = 6 Jo :

- Down-hole operation 45.3% Tubular Services

- Well completion fechnology 25.4%
- Drilling technology 15.7%

2011

Financial Highlights
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CHAIRMAN'S STATEMENT

Dear Shareholders,

As in previous years, Antonoil saw fast growth on all
fronts and posted strong financial results in 2012.

Despite an uncertain world economy, global energy
demand remained unaffected, and the demand for
exploration and development grew robust both at
home and abroad. In China, oil companies continued
fo pursue the natural gas strategy as they intensified

Anton Qilfield Services Group

investments and pursued more domestic production.
Meanwhile, the second tender for shale gas blocks
was opened up to all capital for the first time, marking
a step forward in liberalizing domestic exploration
and development. In the overseas market, Chinese
oil companies kick-started a flurry of new projects for
investment. Capacity building in overseas oilfields
moved ahead with full steam. China’s petroleum
industry demonstrated all signs of positive development.
This presents an ever more compelling environment
for the emergence of a leading global oilfield service
company based in China.

In 2012, we not only maintained our fast growth, but
also successfully implemented our integrated strategy
tfo make sure the Group stayed on course the fast frack
to growth.




By forming an integrated project management (IPM)
joint venture with Schlumberger, we created an
IPM platform that combines international and local
expertise, experience and talent. This better equipped
us to take on IPM projects on larger scales. By firmly
investing in pressure pumping equipment, we further
strengthened our regular services capacity essential
for future development of oil and gas resources and
improved our operational readiness for integrated
services. These two measures symbolized the successful
execution of our integrated strategy which helped drive
additional business from our services for the high-end
market to regular services and place us in a broader
marketplace. With these conditions in place, we are
poised more than ever to become a leading global
oilfield services company in China.

REVIEW

We maintained strong growth in 2012 with revenue
reaching RMB2.0 billion, a significant increase of about
59.2% from 2011. Domestically our strategy revolved
around natural gas and our services focused on helping
oil companies solve drilling engineering challenges
and stimulation challenges in the natural gas space.
Our domestic business grew 60.1% year on year and
contributed 77.2% of the Group’s revenue. In the
overseas market, we implemented a “follow up” strategy
to offer development services to Chinese investors in
overseas oilfields. Our overseas business grew 56.1%
year on year and accounted for 22.4% of the Group’s
revenue.

In terms of the service structure, our core business —
oil and gas field development technical services —
contributed to a remarkable growth, which was up
60.7% compared to 2011 and represented 87.2% of the
Group’s revenue. In our supplementary tubular services
cluster, growth remained positive with a year-on-year
growth of 50.0%, representing 12.8% of the Group's
revenue. The Group further solidified its major business
anchored on oil and gas field technical services. In
this line of business, multistage fracking, coiled tubing,

Chairman s Statement

directional drilling services and the two new services
launched in 2012, oil-based drilling fluids and pressure
pumping services, together made up 49.6% of the
Group's revenue. A business deployment with premium
services growing in fandem with regular services had
taken initial shape. With continued investment in
pressure pumping equipment and other regular services
capacity, the strategy with services for the high-end
market driving synergetic growth of regular services will
become more prevailing.

In 2012, net profit attributable to shareholders
amounted to RMB 3.0 billion, up 2.9 times year on year.
Net profit margin reached 15.8%, up 8.5 percentage
points over 2011. Average accounts receivable days
registered at 134, a reduction of 44 days compared with
2011. Profitability and capital efficiency both improved
substantially. In 2012, the suite of management
measures aimed at increasing profitability and asset
utilization started to pay off. Rigorous settlement of
sales, strategic partnerships with suppliers to save
procurement costs, the deployment of proprietary tools
and strict individual accountability for financial targets
linked to rewards and penalties had become part of the
Group’s ongoing management processes.

We believe that an oilfield services provider is
fundamentally a human resources management
company. To become a leading global oilfield services
company, we must attend to both customers’ service
needs and employees’ daily needs. Therefore, we
intensified efforts to attract and retain industry leaders,
experienced professionals and fresh graduates. On
the other hand, we worked with a world-renowned
HR consulting firm to develop a human resources
management system breaking down into job,
compensation, performance and fraining systems. The
system is aligned with our mid- fo long-term strategies
and objectives and reflects the best practices of
some world-class oilfield services companies. This can
make sure we have sufficient manpower to serve our
customers, and that our people have a good life, both
being fundamentally important to attaining our strategic
objective.

Annual Report 2012

13



FOGUS ON TlrIE
INTEGRATED
STRATEGY

©F DPDRIVING
REGULAR SERVICES
TIHROUGIH]
PREMIUM

SERVICES
[e®
[




OUTLOOK

Looking ahead into 2013, the market is showing positive
signs. Stimulation and reliable production in oil and
gas fields will be more and more closely hinged on
the provision of oilfield services. Domestically, natural
gas development will accelerate further. Growth in
conventional gas and tight gas is beating expectations.
There is more demand for solutions to address
engineering challenges and stimulation challenges,
and efficiency challenges. The convergence between
premium and regular services is likely to become
stronger. At the same time, domestic exploration and
development will be further opened up fo allow access
for a more diversified set of investors. In 2013, we remain
committed to the strategy of focusing on natural gas
development in the home market. We will focus on
improving our market position with full-fledged service
offerings in the Tarim Basin, scaling up the provision of
regular services in the Erdos Basin, and driving regular
services through premium technology in the Sichuan
Basin. We will form strategic partnerships with state-
owned oilfield service companies to gain more sizable
orders through strategic marketing. In the overseas
market, we persist in the strategy of following up with
the Chinese investors with the Middle East being our key
market while continuing to pursue South America as
a strategic market through the infroduction of our full
range of services.

In 2013, we will maintain a steadfast focus on the
infegrated strategy of driving regular services through
premium services. We will invest more to build on our
regular service capacity, including drilling rig service
capacity, pressure pumping service capacity and the
production capacity of proprietary tools and materials.
We will roll out in full swing the IPM approach. We will
use the joint venture with Schlumberger as a vehicle for
undertaking large-scale IPM projects. Meanwhile, we will
strengthen capacity building in oil reservoir evaluation
and reservoir management and engage customers
in earlier stages to encourage the development of
service integration in reservoir project management. We
will also leverage our research arm to forge strategic
partnerships with shale gas investors and become their
frusted advisor on early stage evaluation of shale gas
reservoir to help them understand and invest in shale
gas.

Chairman s Statement

Talent remains our key interest. We have intensified
campus recruitment efforts and increased the
headcount for new recruits from 300 each year in the
past to 600 this year. We target the best crop of fresh
graduates and give them the platform and fraining they
need to grow even better so as to provide unparalleled
service to our customers. As our market footprint grows,
the size of our business is likely to expand further and
we have to respond better fo customer demands.
Therefore, we must improve efficiency. Informatization
can be an important part of the solution. In 2013,
we will fully implement our informatization strategy to
fully incorporate the IT platform into our operations,
administration and management processes so as to
prepare us for the next phase of growth.

APPRECIATION

On behalf of the Board, | would like to express my
heartfelt thanks to our shareholders, customers and
business partners who have trusted and supported us
all along. My deepest appreciation also goes to all
our employees for their hard work and confribution
throughout the year. We are well prepared to seize the
exceptional opportunities in an industry ready to take
off. Antonoil will march forward with full confidence
fowards the vision of becoming a leading global oilfield
services company.

Chairman
LUO Lin

March 15th, 2013
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