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EXLANATORY NOTE

This Amendment on Form 10-K/A (the “Amended Filing”’) amends the quarterly report on Form 10-K for the year
ended December 31, 2008, originally filed on March 30, 2009 (the “Original Filing”), of China North East Petroleum
Holdings Limited. (the “Company”). The purpose of this amendment is to revise certain non-cash items in Part I, Item
Financial Statements: (i) reclassify warrants issued in conjunction with a secured debenture issued on February 28,
2008, in accordance with FASB’s Emerging Issues Task force 00-19 as liability instruments rather than equity
instruments; (ii) the change in fair value of those warrants from the date of issuance through the end of the reporting
period; (iii) effective interest expense arising from amortization of the discount to the carrying value of the secured
debenture issued on February 28, 2008; (iv) the recording of warrants issued to investment consultants in connection
with the secured debenture issued on February 28, 2008 as deferred financing costs instead of consulting fees; (v) the
amount of amortization of deferred financing costs associated with the issuance of the secured debenture issued on
February 28, 2008; (vi) compensation issued to employees in the form of stock; (vii) depreciation, depletion and
amortization of oil producing properties; (vii) ceiling test reduction of the net carrying value of oil producing
properties; (viii) income tax expense; (ix) minority interests; and (x) restructuring of the secured debenture on March
5, 2009, treated as an extinguishment of debt.

As a result of the revisions in Part I, Item 1 of this Amended Filing, Part I, Item 2, Management’s Discussion and
Analysis of Financial condition and Results of Operation, is revised to incorporate all the revisions made to Part I,
Item 1 as stated in the previous paragraph. Furthermore, due to the revisions described above, management has
concluded that the Company did not maintain effective controls over financial reporting, and accordingly Part I, Item
4T is revised to state such conclusion and to state the remedial actions which the Company has taken and will take to
attain effective control over its financial reporting.

In accordance with Rule 12b-15 under the Exchange Act, each item of the Original Filing that is amended by this
Amended Filing is also restated in its entirety, and this Amended Filing is accompanied by currently dated
certifications on Exhibits 31.1 and 32.1 by the Company’s Chief Executive Officer and Principal Financial Officer.
Except as described above, this Amended Filing does not amend, update, or change any items, financial statements, or
other disclosures in the Original Filing. Information not affected by the changes described above is unchanged and
reflects the disclosures made at the time of the Original Filing. Accordingly, this Amended Filing should be read in
conjunction with the Original Filing and our other SEC filings subsequent to the filing of the Original Filing,
including any amendments to those filings. Capitalized terms not defined in the Amended Filing are as defined by the
Original Filing.

For additional detailed information regarding the restatements affecting this report, please see the attached amended
and restated consolidated financial statement and Note 1.
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SPECIAL NOTE REGARDING FORWARD—LOOKING STATEMENTS

On one or more occasions, we may make forward-looking statements in this amended and restated Annual Report on
Form 10-K/A regarding our assumptions, projections, expectations, targets, intentions or beliefs about future events.
Words or phrases such as “anticipates,” “may,” “will,” “should,” “believes,” “estimates,” “expects,” “intends,” “plans,
“targets,” “will likely result,” “will continue” or similar expressions identify forward-looking statements. These
forward-looking statements are only our predictions and involve numerous assumptions, risks and uncertainties,
including, but not limited to those listed below and those business risks and factors described elsewhere in this report

and our other SEC filings.
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Forward-looking statements involve risks and uncertainties which could cause actual results or outcomes to differ
materially from those expressed. We caution that while we make such statements in good faith and believe such
statements are based on reasonable assumptions, including without limitation, management’s examination of historical
operating trends, data contained in records and other data available from third parties, we cannot assure you that our
projections will be achieved. Factors that may cause such differences include but are not limited to:

Our expectation of continued growth in the demand for our oil;
Our expectation that we will have adequate liquidity from cash flows from operations;
A variety of market, operational, geologic, permitting, labor and weather related factors; and

The other risks and uncertainties which are described below under “RISK FACTORS”, including, but
not limited to, the following:

Unanticipated conditions may cause profitability to fluctuate.
Decreases in purchases of oil by our customer will adversely affect our revenues.

We have attempted to identify, in context, certain of the factors that we believe may cause actual future experience
and results to differ materially from our current expectation regarding the relevant matter or subject area. In addition
to the items specifically discussed above, our business and results of operations are subject to the uncertainties
described under the caption “Risk Factors” which is a part of the disclosure included in Item 2 of this Report entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

From time to time, oral or written forward-looking statements are also included in our reports on Forms 10-K, 10-Q
and 8-K, Proxy Statements on Schedule 14A, press releases, analyst and investor conference calls, and other
communications released to the public. Although we believe that at the time made, the expectations reflected in all of
these forward looking statements are and will be reasonable, any or all of the forward-looking statements in this
amended and restated Annual Report on Form 10-K/A, our reports on Forms 10-K and 8-K, our Proxy Statements on
Schedule 14A and any other public statements that are made by us may prove to be incorrect. This may occur as a
result of inaccurate assumptions or as a consequence of known or unknown risks and uncertainties. Many factors
discussed in this amended and restated Annual Report on Form 10-K/A, certain of which are beyond our control, will
be important in determining our future performance. Consequently, actual results may differ materially from those that
might be anticipated from forward-looking statements. In light of these and other uncertainties, you should not regard
the inclusion of a forward-looking statement in this amended and restated Annual Report on Form 10-K/A or other
public communications that we might make as a representation by us that our plans and objectives will be achieved,
and you should not place undue reliance on such forward-looking statements.

EEINT3

predic
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We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. However, your attention is directed to any further disclosures made on related
subjects in our subsequent annual and periodic reports filed with the SEC on Forms 10-K, 10-Q and 8-K and Proxy
Statements on Schedule 14A.

Unless the context requires otherwise, references to “we,” “us,” “
North East Petroleum Holdings Limited and its subsidiaries.

our,” the “Company” and “CNEH” refer specifically to China
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PARTI
ITEM 1. BUSINESS

Overview

We are engaged in the exploration and production of crude oil in Northern China. We have an arrangement with the
Jilin Refinery of PetroChina Group to sell our crude oil production for use in the China marketplace. As of December
31, 2008, we operated 247 producing wells located in four oilfields in Northern China and have plans for additional
drilling projects.

In particular, through two of our subsidiaries, Song Yuan City Yu Qiao Oil and Gas Development Ltd. Corp. (“Yu
Qiao”) and Longde Oil and Gas Development Co. Ltd. (“LongDe”), we have entered into binding sales agreements with

the PetroChina Group, whereby we sell our crude oil production for use in the China marketplace.

We currently operate 4 oilfields located in Northern China, which include:

Acreage Gross

(developed
and
undeveloped) Producing Oil Proved Reserves
at Wells (Bbls)
Field 12/31/2008 at 12/31/2008 at 12/31/2008
5,249 219 4,315,530
Qian’an 112
173 7 12,400
Daan 34
324 7 33,900
Gudian 31
475 14 38,790
Hetingbao 301

The following chart illustrates our company’s organizational structure.

Organizational History

We were incorporated in the State of Nevada on August 20, 1999 under the name Draco Holding Corporation. On
March 29, 2004, we executed an Agreement for Share Exchange with Hong Xiang Petroleum Group Limited, a
corporation organized and existing under the laws of the British Virgin Islands (“Hong Xiang”), and the individual
shareholders owning 100% of the outstanding common shares of Hong Xiang (the “Hong Xiang Shareholders”).

Pursuant to the Agreement for Share Exchange, we issued 18,700,000 shares of our common stock to the Hong Xiang
Shareholders in exchange for all of the shares of capital stock of Hong Xiang owned by the Hong Xiang Shareholders
at closing, and Hong Xiang became our wholly-owned subsidiary. On June 28, 2004, we changed our name to China
North East Petroleum Holdings Ltd.
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During 2004, we acquired a 100% ownership in Song Yuan City Hong Xiang Petroleum Technical Services Co., Ltd.
(“Hong Xiang Technical”), and Hong Xiang Technical in turn acquired a 100% interest in Song Yuan City Yu Qiao
Qianan Hong Xiang Oil and Gas Development Co., Ltd. (“Hong Xiang Oil Development”), which was engaged in the
exploration and production of crude oil in the Jilin region of the PRC.

As a result of the Yu Qiao acquisition discussed below, all operations, assets and liabilities of the Company’s
subsidiary Hong Xiang Oil Development were transferred to Yu Qiao on March 19, 2007. Since Hong Xiang Oil
Development and Hong Xiang Technical were no longer necessary elements of the Company’s corporate structure, and
they were liquidated and dissolved.

PetroChina Oil Leases

Pursuant to a 20-year exclusive Cooperative Qil Lease (the “Oil Lease”), among PetroChina Group, Yu Qiao and the
Company, entered into in May 2002, the Company has the right to explore, develop and produce oil at Qian’an 112
Oilfield. Pursuant to the Oil Lease, (i) PetroChina is entitled to 20% of the Company’s oil production for the first ten
years of the Oil Lease term and 40% of the Company’s oil production for the remaining ten years of the Oil Lease
term; and (ii) Yu Qiao is entitled to 2% of the Company’s oil production as a management fee. The payment of
management fee was stopped following the acquisition of Yu Qiao by the Company.

LongDe is a party to a 20-year contract with PetroChina Group entered into in May 2003, pursuant to which LongDe
has the right to explore, develop and produce oil at the Hetingbao 301 oilfield in the PRC. Pursuant to such between
PetroChina and LongDe, PetroChina is entitled to 20% of LongDe’s output in the first ten years and 40% of LongDe’s
output thereafter until the end of the contract.

As the controlling shareholder of Yu Qiao, the Company has the rights to extract and develop Qian’an 112 and other
oil fields under contracts that Yu Qiao has entered into with PetroChina. These oilfields include the Daan 34 oilfield
and Gudian 31 oilfield in Jilin Province.

Song Yuan Technical Joint Venture

On July 26, 2006, the Company entered into a joint venture agreement with Wang Hong Jung (“Mr. Wang”), the
president and a stockholder of the Company and Ju Guizhi (“Ms. Ju”), mother of Mr. Wang, to contribute to the
increased registered capital of Song Yuan North East Petroleum Technical Service Co. Ltd. (“Song Yuan Technical”).
The purpose of Song Yuan Technical is to acquire oil and gas properties and to engage in the exploration of crude oil
in the PRC. On December 20, 2006, Mr. Wang transferred his interest (4.5%) in Song Yuan Technical to Ms. Ju and
as a result, the Company owns a 90% equity interest in Song Yuan Technical, and Ms. Ju owns the remaining 10%
equity interest in Song Yuan Technical.

Acquisition of LongDe

In order to comply with certain PRC laws relating to foreign entities’ ownership of oil and gas companies in the PRC,
prior to March 17, 2008, Song Yuan Technical directly owned a 70% equity interest in LongDe, while Sun Peng and
Ai Chang Shan, respectively, owned 10% and 20% of the equity interests in Long De in trust for Song Yuan
Technical. On March 17, 2008, Song Yuan Technical acquired an additional 20% equity interest in LongDe, 10%
from Sun Peng, and 10% from Ai Chang Shan. Accordingly, Song Yuan Technical now owns directly 90% of the
equity interests in LongDe, with Ai Chang Shan holding the remaining 10% in trust for Song Yuan Technical. The
acquisition of LongDe was made pursuant to the laws of the PRC. As a 90% owner of Song Yuan Technical, the
Company effectively controls LongDe.

10
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This beneficial ownership structure is governed by two trust agreements: (i) Trust Agreement dated October 8, 2006
by and between Song Yuan Technical and Ai Chang Shan, and (ii) Trust Agreement dated April 18, 2008 by and
between Song Yuan Technical and Wang Hongjun. Pursuant to the first trust agreement, Ai Chang Shan holds 20% of
the equity interest in Long De in trust for the benefit of Song Yuan Technical. On March 17, 2008, Ai Chang Shan
entered into a transfer agreement whereby Ai Chang Shan transferred 10% of the equity interest of Long De held in
trust pursuant to the trust agreement to Song Yuan Technical to be held directly by Song Yuan Technical. Currently
under the trust agreement dated October 8, 2006, Ai Chang Shan holds 10% of the total equity interest of Long De in
trust for the benefit of Song Yuan Technical. Pursuant to the second trust agreement, Wang Hongjun holds 10% of the
total outstanding equity interest in LongDe in trust for the benefit of Song Yuan Technical.

11
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Acquisition of Yu Qiao

The Company acquired a beneficial interest in 100% of the equity interest in Yu Qiao from Yu Qiao’s shareholders,
Ms. Ju (70%), Meng Xiangyun (20%) and Wang Bingwu (10%) on January 26, 2007. In order to comply with PRC
laws, which restrict ownership of oil and gas companies by foreign entities, following the acquisition, Meng Xiangyun
and Wang Bingwu held 20% and 10% of the equity interest, respectively, in Yu Qiao in trust for the benefit of Song
Yuan Technical.

On March 17, 2008, the trust agreement with Meng Xiangyun was cancelled and the 20% equity interest in Yu Qiao
held in trust by Meng Xiangyun was transferred to Song Yuan Technical. As a result of the termination of the trust
agreement and the transfer, Song Yuan Technical became the direct owner of the 20% equity interest in Yu Qiao held
in trust by Meng Xiangyun.

On April 18, 2008, the 10% equity interest in Yu Qiao held by Wang Bingwu in trust was transferred to the Company’s
President and Chairman, Wang Hongjun to hold in trust for the benefit of Song Yuan Technical.

Currently 90% of Yu Qiao is directly held by Song Yuan Technical and 10% of Yo Qiao is held in trust by Wang
Hongjun for the benefit of Song Yuan Technical.

Oil Properties and Activities

As of December 31, 2008, the Company had a total of 247 producing oil wells, including 219 producing wells at the
Qian’an 112 oilfield, 14 producing wells at the Hetingbao 301 oilfield, 7 producing wells at the Daan 34 oilfield and 7
producing wells at the Gudian 31 oilfield. The Company does not produce or sell natural gas or natural gas liquids.

All of the Company’s crude oil production is sold to the Jilin Refinery of PetroChina Group. The approximate distance
of each of the Company’s oil fields from the Jilin Refinery is as follows: the Qian’an 112 oilfield is four kilometers
away, the Hetingbao 301 oilfield is three kilometers away, the Daan 34 oilfield is fifteen kilometers away and the
Gudian Oilfield 31 is thirty kilometers away.

PetroChina pays the Company a price per barrel equal to the monthly mean price calculated from the Mean of Platts
Singapore (“MOPS”) daily price for sour, heavy Indonesian crude, as measured during the previous month. Platts is an
international commodity and trading company that collects and publishes pricing data on a wide range of petroleum
and non-petroleum commodity types. The price paid to the Company is FOB at the local Jilin Province PetroChina oil
storage depot.

PetroChina pays the Company monthly in arrears, on approximately the 15th day after the end of each month. The
amount paid to the Company in the first two months of each calendar quarter is decreased by the amount of oil
surcharge tax the Company will owe to the PRC government at the end of that calendar quarter. PetroChina holds
those amounts back from the Company until the end of each calendar quarter, and then pays those amounts to the
Company with the balance due for oil deliveries in the final month of the quarter. For this reason, the Accounts
Receivable balance at the end of each quarter is larger than the prior month’s oil sales revenue, because it includes the
oil surcharge tax amounts the Company owes for the first two months of the quarter.

Sales Volumes and Prices
The following table shows the Company’s annual sales volumes of crude oil for the last two fiscal years.
2008 2007

12
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China (Bbls) (Bbls)
Crude Oil 645,855 267,516

Proved Reserves

As of December 31, 2008, total proven reserves were 4,400,620 barrels of crude oil. The Qian’an 112 Oilfield had
proven reserves of 4,315,530 barrels. The Hetingbao 301 Oilfield had proven reserves of 38,790 barrels. The Gudian
31 Oilfield had proven reserves of 33,900 barrels, and the Daan 34 Oilfield had proven reserves of 12,400 barrels.

Proved reserve estimates were made as of December 31, 2008 by Ralph E. Davis Associates Inc., an independent
worldwide petroleum consultant based in Houston TX. Ralph E. Davis Associates Inc. conducted a study of each of
the aforementioned oilfields in accordance with generally accepted petroleum engineering and evaluation principles in
conformity with SEC definitions and guidelines.

13
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The Company’s estimates of proved reserves, proved developed reserves and proved undeveloped reserves at
December 31, 2008 and 2007 are contained in the Supplemental Oil and Gas Disclosures— Unaudited (Supplemental
Information) in the CNEH Consolidated Financial Statements (Consolidated Financial Statements).

Also contained in the Supplemental Information in the Consolidated Financial Statements are the Company’s estimates
of future net cash flows and discounted future net cash flows from proved reserves. See Operating Results and Critical
Accounting Policies and Estimates for additional information on the Company’s proved reserves.

The following table shows the Company’s annual average sales prices and average production costs. Production costs
are costs incurred to operate and maintain the Company’s wells and related equipment and include cost of labor, well
service and repair, location maintenance, power and fuel, transportation, cost of product, property taxes, production
and severance taxes and production related general and administrative costs. Additional detail of production costs is
contained in the Supplemental Information.

Qian’an 112 Oilfield 2008 2007
Average annual sales price per barrel $ 9429 $ 70.03
Aggregate annual sales $56,258,744 $ 18,466,325
Average annual production cost per barrel equivalent $ 524 $ 10.50
Hetingbao 301 Oilfield 2008 2007
Average annual sales price per barrel $ 9429 $ 70.03
Aggregate annual sales $ 1,605,505 $ 797,696
Average annual production cost per barrel equivalent $ 3033 $ 16.05
Daan 34 Oilfield 2008 2007
Average annual sales price per barrel $ 9429 $ 70.03
Aggregate annual sales $ 158.114 $ 177,231
Average annual production cost per barrel equivalent $ 524 $ 10.50
Gudian 31 Oilfield 2008 2007
Average annual sales price per barrel $ 9429 $ 70.03
Aggregate annual sales $ 549,887 $ 40,817
Average annual production cost per barrel equivalent $ 524 $ 10.50

Drilling Programs

During 2008, the Company drilled 86 new productive wells at the Qian’an 112 oilfield, 3 new productive wells at the
Hetingbao 301oilfield, O new productive well at the Daan 34 oilfield, and 1 new productive well at the Gudian 31
oilfield.

Drilling Statistics

The following table shows the results of the oil and gas wells drilled and tested as of December 31, 2008:

Net Exploratory Net Development
Dry
ProductiveHoles Total Productive Dry Total Total
Holes
2008 0 0 0 247 0 247 247

14
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Properties and Leases

The following schedule shows the number of developed leases, undeveloped lease and fee mineral acres in which the
Company held interests at December 31, 2008:

Developed Lease (1) Undeveloped Lease (2)

Gross Net Gross Net
Property
Qian’an 112 4,644 3,715 605 484
Hetingbao 301 475 380 0 0
Daan 34 173 138 0 0
Gudian 31 130 104 194 156
€)) Developed Proved Acres means the acres assigned to each productive well. Total proved producing

wells as of December 31, 2008 were 247.

2) Undeveloped Proved Acres means the acres assigned to each undeveloped location under lease that

contains proved oil reserves.
Marketing and Sales

Currently, all of the Company’s crude oil production is sold to PetroChina’s Jilin Refinery. We do not expect the
Company to have any other customers during the next twelve months. As restricted by contract with PetroChina, we
may not sell any crude oil to any other customer. PetroChina pays the Company a price per barrel equal to the
monthly mean price calculated from the Mean of Platts Singapore (“MOPS”) daily price for sour, heavy Indonesian
crude, as measured during the previous month. Platts is an international commodity and trading company that collects
and publishes pricing data on a wide range of petroleum and non-petroleum commodity types. The price paid to the
Company is FOB at the local Jilin Province PetroChina oil storage depot.

Employees

At March 1, 2009, we employed 257 people, of which 69 are in management and 188 are site workers. This figure
represents a reduction from the number of employees reported last year. We have reduced the number of site workers
employed, even as we have increased our number of operating wells substantially, through more efficient deployment
of site workers. This has resulted in a lower cost per field labor unit for the Company. Substantially all of our
employees are located in Northern China. Many of them are highly educated, including senior engineers and
specialists with bachelors or masters degrees. None of our employees belong to a union nor are any employed
pursuant to any collective bargaining agreement or similar agreement. We believe that relationships with our
employees are satisfactory.

Regulations

Restrictions on Foreign Ownership in the Oil and Gas Industry

The principal regulation governing foreign ownership of oil and gas companies in China is the “Regulations on
Mergers and Acquisitions of Domestic Enterprises by the Foreign Investors” issued by Ministry of Commerce, Foreign
Investment Administration, Stock Exchange Committee (September 2006). Currently, qualified foreign investors

cannot own 100% of an oil and gas company in China. The foreign investors’ equity holding ratios are subject to the
approval of relevant government authorities.

16
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Foreign investment in China is generally subject to the approval of the Ministry of Commerce and approvals of other
federal and local authorities.

As a result of the rules and regulations described above, we conduct our businesses in China through Yu Qiao and

Wang Hongjun, who holds the equity interests of Yu Qiao in trust for the Company and LongDe and Ai ChangShan,

who holds the equity interests of LongDe in trust for the Company. We have entered into contractual arrangements

with Wang Hongjun and Ai ChangShan pursuant to which we believe, based on the advice of PRC legal counsel, that:
*  we are able to exert effective control over Yu Qiao and LongDe;

*  substantially all of the economic benefits of Yu Qiao and LongDe will be transferred to us; and

e  our 90% owned joint venture, Song Yuan Technical, has an exclusive option to purchase all or part of
the equity interests in Yu Qiao and LongDe to the extent permitted by PRC law.

17
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The Company further believes, based on the advice of PRC legal counsel, Shanghai Bao Rui Law Firm, that:

*  the ownership structure of Yu Qiao and LongDe are in compliance with existing PRC laws and
regulations;

* the contractual arrangements among Song Yuan Technical, Yu Qiao, Wang Hongjun, LongDe and Ai
ChangShan are valid, binding and enforceable, and will not result in any violation of PRC laws or
regulations currently in effect; and

» the PRC business operations of Song Yuan Technical and Yu Qiao and LongDe as described in this
annual report, are in compliance with existing PRC laws and regulations in all material respects.

We have been further advised, however, that there are substantial uncertainties regarding the interpretation and
application of current and future PRC laws and regulations. Accordingly, there can be no assurance that the PRC
regulatory authorities will not in the future take a view that is contrary to the above opinion of our PRC legal counsel,
Shanghai Bao Rui Law Firm.

Environmental Regulations

We are subject to the environmental laws and regulations of the jurisdictions in which we carry on our business.
Existing or future laws and regulations could have a significant impact on the exploration and development of natural
resources by us. However, to date, we have not been required to spend any material amounts for environmental
control facilities. The Chinese government strictly monitors compliance with these laws but compliance therewith has
not had any adverse impact on our operations or our financial resources.

Special Oil Fees

In June 2006, the PRC government imposed a new regulation on all oil and gas producers. Under this new regulation,
all oil and gas producers are subject to a mandatory special oil fee. The fee is calculated based on the per barrel selling
price of crude oil received by the producer. If the selling price of crude oil received by the producer exceeds $40 per
barrel, the special oil fee is 20% of that portion of the selling price that exceeds $40 per barrel. If the selling price of
the crude oil exceeds $60 per barrel, the special oil fee is 40% of the portion of the selling price that exceeds $60 per
barrel. As a result of this new regulation, the Company paid additional special oil fees of $11,105,325 to the PRC
government during 2008. The Company will be required to continue to pay these special oil fees to the PRC
government if the selling price of crude oil remains above $40 per barrel, and these special oil fees will increase to the
extent that crude oil prices rise.

Competition

By virtue of our binding contractual agreements with PetroChina Group as described above, we have no competitor
with respect to the extraction and production of crude oil from the oilfields where we operate.

Properties

China North East Petroleum’s principal headquarters are located in Song Yuan City, Jilin Province in the People’s
Republic of China. The Company leases an approximately 7,747 square foot facility for approximately $14,006 per
year that expires in June 30, 2015. These headquarters house all of our administrative and clerical staff. The Company
also leases an approximately 26,910 square foot facility as its production base for $182 per year that expires in
September 20, 2023. At the same time, we have operation offices in Harbin City, China and New York City, United
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States.

The Company’s crude oil exploration and production operations are conducted on property which is located in the Jilin
Oil Region.

The Company also has an office located at the Qian’an 112 Oilfield. The Company owns the buildings although the
land is leased pursuant to the Oil Lease. Actual oil exploration and production operations are controlled from this
office and housing is provided for up to 60 workers. The Company pays no rent for use of this space. In addition the
Company has no written agreement or formal arrangement pertaining to the use of this space. No other businesses
operate from this office.

The Company does not have an office located in the Hetingbao 301, Daan 34 or Gudian 31 Oilfields.

The Company has no current plans to occupy any additional office space.

19



Edgar Filing: CHINA NORTH EAST PETROLEUM HOLDINGS LTD - Form 10-K/A

Legal Proceedings

On August 17, 2007, the Company filed a complaint in the Third Judicial District Court in and for Salt Lake County,
State of Utah, naming Topworth Assets Limited ("Topworth") as the principal defendant. The Company asserted
conversion, unjust enrichment, breach of warranty, fraud, and for declaratory relief causes of action. The actions arise
out of the issuance of 3,715,000 shares of the Company's stock to Topworth in or about early 2004. The Company was
able to recover from Topworth 2,715,000 of these shares shortly after their issuance, and now contends it is entitled to
recover the remaining 1,000,000 shares because Topworth received all the stock by fraud. The Company sought and
obtained an injunction preventing Topworth's transfer of this disputed stock.

In response to the Company's complaint and the issuance of the injunction against it, Topworth filed an answer to the
complaint and a counterclaim against the Company, Wei Guo Ping, and Wang Hong Jun on December 11, 2007.
Topworth asserts various legal theories that contend it performed consulting services to the Company; was entitled to
all of the disputed stock as compensation for services; and was improperly required to return some of the disputed
stock to the Company.

On March 5, 2009, the Company and Topworth entered into a Settlement and Release Agreement (the “Settlement”)
whereby the Company and Topworth agreed to mutually release each other from any and all claims they have against
each other, including any and all claims and counterclaims pending in the action brought by the Company in the Third
District Court, State of Utah, Civil Case Number 070911868 (the “Action”). Under the Settlement, the parties’ shall
dismiss the Company’s complaint and Topworth’s counterclaim. The 627,360 shares of common stock in the Company
held in the name of Top