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BUSINESS REVIEW AND PROSPECTS

During the first half of 2016 (“1H2016"), the Group's gross gas
production increased by 0.6% to 251.8 million cubic meters (“mmem”)
(8.9 billion cubic feet ("bef”)) (comprising Panzhuang'’s gross
production of 240.5 mmecm or 8.5 bcf and Mabi's gross production of
11.3 mmem or 0.4 bcf) compared with the first half of 2015 (“1H2015").
The combination of new wells drilled in Panzhuang in the last quarter
of 2015 and first quarter of 2016 which were still under the de-watering
process during 1H2016, and some existing production wells being
temporarily shut in to accommodate the drilling of new wells resulted
in the small decrease in gross production for Panzhuang in 1TH2016
compared to TH2015. With the contribution of production from the
new wells which were under the de-watering process in TH2016 to
Panzhuang’s production in the second half of 2016 ("2H2016"), it is
expected that the full year's gross production for Panzhuang will be
529.2 mmcm (18.7 bcf), an increase of 288.7 mmcm (10.2 bcf), or 20.0%,
over Panzhuang’s gross production for TH2016. Our net gas sales
volume for Panzhuang increased by 2.6% to 161.6 mmcm (5.7 bcf),
compared with TH2015. The Group's average realized gas price was
RMB1.20 per cubic meter in TH2016 compared to the average realized
gas price of RMB1.77 per cubic meter in TH2015, a reflection of the gas
market conditions in TH2016 due to the NDRC announcement on gas
price adjustment in November 2015.

Gross production volume is the total amount of coalbed methane
("CBM") produced in the contracted areas. Gross sales volume is gross
production volume less (i) utilization loss and (i) amounts sold to pay
applicable Value Added Tax (“VAT") and local taxes. Net sales volume
is the portion of gross sales volume allocated to us under the
production sharing contract (“PSC").

Realized net sales revenue decreased by 30.6% to RMB193.3 million
from the 1H2015. Profit from operations decreased by 20.5% to
RMB109.2 million. EBITDA decreased by 30.6% to RMB144.9 million.

The Group has achieved significant progress towards certain key
operational objectives during TH2016:

The Group continues to make good progress on EHS
performance metrics. Specifically, the employee total recordable
incident rate ("TRIR”*) and lost time incident rate (“LTIR"*) were
0.0 and 0.0 respectively during TH2016. The contractor safety
incident rates were 0.0 and 0.26 for LTIR and TRIR respectively.

Recordable incident rates are those incidents defined as recordable per
200,000 man-hours worked.
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Panzhuang gross production has been maintained stably in
1H2016 at 240.5 mmcm (8.5 bcf), a minor decrease by 0.5%
compared with TH2015. Sales utilization rate is 97.8% in 1H2016
compared to 99.4% in TH2015.

Panzhuang daily gas production exceeded 1.55 mmem/day (54.7
million cubic feet (“mmcf”)/day) on 17 June 2016, which created
a new record. Average gas production in June exceeded 1.47
mmcm/day (51.9 mmcf/day) which represents 13% increase from
beginning of this year.

A total of 7 compression uplift projects have been completed in
TH2016 which combined for incremental gross production uplift
of 159,000 m? (5.6 mmcf)/day. The Company intends to complete
1 more similar project in 2H2016. To expand gas processing
capacity, the central station upgrade and 35KV power supply
project have kicked off in TH2016.

In TH2016, 9 horizontal wells have been drilled by 4 rigs. 1 vertical
pad drilled well (“PDW") was fractured and put into production.

In respect of pilot production well testing in northern Mabi, the
first well pad comprising of 7 PDWs continues to show stable gas
flows with daily average of about 2,500 m? (88.3 thousand cubic
feet (“mcf”)), which proved the potential of commercial
development in northern Mabi area. In 1H2016, 17 more PDWs in
other 2 pads have been fractured and put into operation. 2 single
lateral horizontal wells completed drilling in March, 1 of them has
been fractured in 11-stages in May.

In southern Mabi, significant progress has been made on pilot
program in TH2016. The production from pilot wells reached 11.3
mmcm by the end of June, a 33% increase compare with TH2015.
The current daily pilot production exceeds 100,000 cubic meters
("em”), an increase of around 3 times since the beginning of the
year. All the newly operated 33 PDW vertical wells started
industrial production after successful execution of de-watering
process, with average daily gas production exceeding 55.8
thousand standard cubic meters (“ksem”) at average BHP of 1.20
Mpa, an indication of good production potential.
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After 8 and 14 stages fracture operation respectively, the two
single lateral horizontal ("SLH") wells drilled in 2015 were put
online in January and February of 2016 for de-watering process.
Daily gas rate of MB01-B2-43L-01 SLH well reached 6,600
standard cubic meters (“sem”) and proved the success of
multiple stage fracture at SLH wells. This result enriched the
drilling and completion inventory of Mabi and laid a solid
foundation for future commercial development after ODP
approval.

The submission and approval of the Overall Development Plan
("ODP") is one of the most important key milestones for the
commercialization of CBM projects. By the end of February, all of
the associated approvals which are required by the National
Development and Reform Commission of the People’s Republic
of China ("NDRC") for ODP approval of Mabi Phase | had been
secured, including the Environmental Impact Assessment (“EIA"),
which has been reviewed and approved by the Shanxi Bureau of
Environmental Protection, the land-use pre-checking had been
approved by the Ministry of Land and Resources. The approvals
of social stability assessment and efficiency assessment had also
been secured. The Group is cooperating with our partner China
National Petroleum Corporation (“CNPC") on their internal
review of the ODP report. Under the current progress, we expect
our partner CNPC will complete their internal review by the end
of the third quarter of 2016 and make submission to the NDRC
for final review and approval subsequently.

In TH2016, 2 exploration wells were drilled in northern Mabi, 1
exploration well is under drilling, relevant geological data for
reserve upgrade have been collected, including overburden of
coal seams, coal thickness and gas content, etc. 18 exploration
wells have been under production test, of which 4 wells are
qualified for reserve booking in TH2016. We expect our
exploration program will continue to expand the Group's reserve
base and provide strong support for the commercial
development of the concession.
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Management Discussion and Analysis

EEENWR DM

The following table is the summary of the expenditures incurred in our
exploration, development and production activities for 1H2016:

TRERBM R EFFEHENYER -
BREEREHS

Production/

Exploration Development operating

(Thousands of RMB) expenditures expenditures expenditures
(AR¥T ) Bz BR T H LB /BEXH
Panzhuang I 465 79,787 68,367
Mabi 2508 87,831 169,026 20,242
Total a5t 88,296 248,813 88,609

OUTLOOK FOR 2016 2016 FRE

For 2016, the Group continues to pursue development of Panzhuang
beyond its designed commercial production capacity and development
preparation for Mabi. In Panzhuang, the focus has been on installation
of wellhead compressors in current producing areas and drilling of new
production wells, and in Mabi, the focus has been on improving the
performance of pilot wells with optimizing fracturing, and drilling and
completing of SLH, as well as facilitating the relevant approvals from
authorities associated to the Mabi ODP I. Our full year 2016 plan
expects the drilling of 42 SLH production wells (comprising 34 in
Panzhuang and 8 in Mabi) and 10 exploration wells (in Mabi), and
fracturing of 6 SLH production wells (in Mabi), and 28 PDWs
(comprising 6 in Panzhuang and 22 in Mabi), and 34 exploration wells
(comprising 2 in Panzhuang and 32 in Mabi). Our full year gross
production expectation is 564.5 mmcm (19.9 bcf) (comprising 529.2
mmcm (18.7 bcf) for Panzhuang and 35.3 mmcm (1.2 bcf) for Mabi)
subject to anticipated project execution and related government
approvals. We are confident that this program will further enhance the
Group's position as the leading independent CBM producer in China,
and will greatly support the Group's further growth.
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In November 2015, the NDRC made an announcement to adjust the
non-residential gas price to decrease non-residential city gate base
gas price by RMB0.70/cubic meter. The base city gate gas price was
allowed to rise up to 20% after 20 November 2016. According to the
NDRC, the adjustment is a step forward to a more market driven
natural gas pricing system from the previously regulated natural gas
pricing system, aiming to improve gas penetration rate in total energy
mix. In terms of gas consumption in the nearby Henan market, the
adjustment of natural gas price has resulted in the increase of natural
gas consumption. According to the data from the NEA, gas
consumption in Henan increased 11% year on year in 1TH2016, higher
than the national average of 9.8%. In May 2016, Panzhuang
commenced gas sales to a new downstream customer in Xuchang,
Henan and we plan to start gas sales to Zhengzhou, the largest natural
gas consuming city in Henan in December 2016. We believe the
continuous strong growth in our target market will benefit the
upstream development of natural gas and CBM in the long term.

On 14 February 2016, the Ministry of Finance announced the CBM
subsidy increase from previous RMBO0.20 per cubic meter to RMB0.30
per cubic meter. Such favorable policy has demonstrated Chinese
government’s continuous support for CBM exploration and
development.

NEW OPPORTUNITIES

The Group has been actively looking at new oil & gas opportunities for
future growth, mainly focusing on attractive conventional and
unconventional oil & gas assets in China and Southeast Asia. Under the
current low oil price environment, oil & gas asset valuations are at the
low end of the valuation spectrum and the Group sees very favourable
industry dynamics and deal flow in our key areas of focus.

Because of this, the Group has developed a clear set of objectives and
an entry strategy with focus:

o Developed a clear set of valuation and strategy metrics to assure
we are focusing on the right assets

o Acquiring material producing or development assets with cash
flow and bottom line impact on our financial metrics

o Building an experienced, networked and multi-disciplined team
with international E&P experience and a proven track record of
creating significant shareholder value in the E&P space

o Exploiting the acquired assets with further synergistic/strategic
M&A and exploration as required
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Management Discussion and Analysis
EEENWR DN

o Leverage AAG's strong balance sheet and focused objectives to
execute the entry strategy

With our strong balance sheet and management team, we believe the

Group is well positioned for further expansion either alone or through
preferred partnering with other oil & gas producers.

FINANCIAL SUMMARY

e HBECXRBERMNEEAGBKTILEHE
BATRE B R

BREBRNEERGBKFMERANEEER
5 HPREAKBECERD EREL RSB

B AR R R AR EEB R BHBAEE—
HHEOR o

MBRHE

Six months ended 30 June

BZ6H30HLAEA
2016 2015
2016 % 20154
RMB’000 RMB’000
AR® T AREFIT
(Unaudited) (Unaudited)
(REER) (REEZ)
Revenue WA 193,294 278,747
Other income =N 82,240 74,324
Profit from operations 4R EESE R 109,229 137,391
EBITDA EBITDA 144,901 208,700
Profit for the period B9 a | 72,407 89,981

Basic and diluted earnings per share SRERNEEER
(RMB per share) (ARB T/ R) 0.02 0.03
As at

30 June 31 December

2016 2015

2016 F 20154

6HA30H 128318

RMB'000 RMB'000

ARET T AREFTT

(Unaudited) (Audited)

(REEEX) (fe&E=%)

Property, plant and equipment ME - R MERE 2,854,755 2,639,914
Cash and bank balances RNE NIRRT 2,332,431 2,563,843
Total assets BEE 5,537,584 5,487,765
Total equity “atEes 4,702,332 4,591,446
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The Group's revenue decreased from RMB278.7 million for the
six months ended 30 June 2015 to RMB193.3 million for the six
months ended 30 June 2016 mainly due to a decrease in average
realized price of CBM from RMB1.77 per cubic meter (US$8.16
per mcf) in TH2015 to RMB1.20 per cubic meter (US$5.18 per mcf)
in TH2016.

The Group's other income comprises subsidy income and VAT
refund. Other income increased from RMB74.3 million to
RMBB82.2 million because the subsidy increased from RMB0.20
per cubic meter in 2015 to RMBO0.30 cubic meter starting from 1
January 2016 according to the announcement by The Ministry of
Finance of the PRC, offset by decreased VAT refund as a result of
decreased revenue.

The Group's EBITDA is RMB208.7 million for the six months
ended 30 June 2015 compared to RMB144.9 million for the six
months ended 30 June 2016. This decrease was primarily due to
decreased revenue as a result of decrease in average realized
price from RMB1.77 per cubic meter for the six months ended 30
June 2015 to RMB1.20 per cubic meter for the six months ended
30 June 2016, reduction in VAT refund as a result of decrease in
revenues and increase of material and electricity expenses in
Panzhuang, partially offset by increase in subsidy income for the
six months ended 30 June 2016, and reduction of one-off
expenses related to our IPO and headquarters’ business
development/feasibility studies expenses included in the six
months ended 30 June 2015.

The Group had a profit for the period of RMB%0.0 million for the
six months ended 30 June 2015 and a profit of RMB72.4 million
for the six months ended 30 June 2016.
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REVIEW OF OPERATING RESULTS

Revenue
— Panzhuang
— Mabi

Subsidy income
— Panzhuang
— Mabi

VAT refund
— Panzhuang
— Mabi

Other (losses)/gains, net
— Panzhuang

— Mabi

Operating expenses

Depreciation and amortization

Employee benefit expenses

Materials, services and logistics

Others

Panzhuang
Depreciation and amortization
Employee benefit expenses

Materials, services and logistics

Others

Mabi
Depreciation and amortization
Employee benefit expenses

Materials, services and logistics

Others

Headquarters
Depreciation and amortization
Employee benefit expenses

Materials, services and logistics

Others
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R )
Six months ended 30 June

BZ6H30HLEANEA
2016 2015
2016 F 20154
RMB’000 RMB’000
AR¥T T AREEFIT
193,294 278,747
193,294 278,747
57,344 38,952
57,344 38,952
24,896 35,372
24,896 35,372
(470) 77
65 12
(535) 65
(165,835) (215,757)
(35,672) (71,309)
(73,946) (74,261)
(45,452) (60,336)
(10,765) (9,851)
(87,639) (117,865)
(31,844) (65,693)
(22,333) (24,705)
(28,400) (21,990)
(5,062) (5,477)
(23,251) (23,390)
(2,558) (4,321)
(11,606) (11,270)
(6,026) (5,458)
(3,061) (2,341)
(54,945) (74,502)
(1,270) (1,295)
(40,007) (38,286)
(11,026) (32,888)
(2,642) (2,033)



Management Discussion and Analysis
BEEENWR D

Six months ended 30 June

BZ6HA30HIEARER
2016 2015
2016 F 20154
RMB’'000 RMB'000
AR¥T T AREEFIT
EBITDA EBITDA 144,901 208,700
— Panzhuang — &R 219,804 300,911
— Mabi — B (21,228) (19,004)
Profit from operations Ped =y 109,229 137,391
Interest income FEUWA 5,038 1,977
Finance costs B FE RN (9,737) (3,699)
Exchange gains Rl 7,563 5,096
Finance income, net ISR FEE 2,864 3,374
Profit before income tax BT BB AIER 112,093 140,765
Income tax expense FriSfip (39,686) (50,784)
Profit for the period HARE R 72,407 89,981

Six Months Ended 30 June 2016 Compared to Six Months BZE2016F6A30A L NBRAEEZ
Ended 30 June 2015 20156 30 HILAEA LR
Revenue. Our revenue decreased by RMB85.4 million, or 30.6%, from A ° HAFIH M A BB E201546 A30H &
RMB278.7 million for the six months ended 30 June 2015 to RMB193.3 /& AR AR 2787 8TR A AR 8,540 &
million for the six months ended 30 June 2016. This decrease was due 705 30.6% =& £ 20164 6 A 30 A 1L/ 1 A &)
to a decrease in the average realized price to RMB1.20 per cubic meter ARBE1.933ETT » R D Th i FHEFRE
for 1TH2016 compared to RMB1.77 per cubic meter for 1H2015. BH2015F FH¥FNEBIAARARKE177T
WA ZE20165F FHFNFIIRKARKE207T »
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Set out below are the production, sales, number of producing wells,
average realized selling price and revenue of Panzhuang.

Gross production volume (bcf)’

Gross sales volume (bcf)?

FIHE (TR 5

Net sales volume (bcf)?

Accumulative number of producing wells EEHEZR ajr%l =i
Average realized selling price FHEREE
RMB per cubic meter ANR¥ETT, LK
US$ per mcf E/FIUFER
Revenue (in RMB in thousands) WA (AREETFIT)
Note:
1. Gross production volume is the total amount of CBM produced.
2. Gross sales volume is gross production volume less (i) utilization loss and (ii)
amounts sold to pay applicable VAT and local taxes.
3. Net sales volume is the portion of gross sales volume allocated to us under the

production sharing contract.

Subsidy income. We had subsidy income of RMB39.0 million for the six
months ended 30 June 2015 and RMB57.3 million for the six months
ended 30 June 2016. Our subsidy income increased by RMB18.3 million
or 46.9%, mainly due to the increase in subsidy from RMBO0.20 per cubic
meter in 2015 to RMBO.30 per cubic meter starting from 1 January 2016
as announced by The Ministry of Finance of the PRC.

VAT refund. Our VAT refund for the six months ended 30 June 2015
and 2016 are RMB35.4 million and RMB24.9 million, respectively. Our
VAT refund decreased by RMB10.5 million or 29.7% for the six months
ended 30 June 2016 mainly due to decrease in sales revenue.

Other (losses)/gains, net. Our other (loss)/gains changed from a gain of
RMB76,888 for the six months ended 30 June 2015 to a loss of
RMB469,614 for the six months ended 30 June 2016. The loss for the
six months ended 30 June 2016 was due to disposition of scrap
materials at Mabi.
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Six months ended 30 June

BE=6HA30RLEXAEAR
2016 2015
2016 F 2015 4F
8.488 8.537
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5.703 5.573
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1.20 1.77
5.18 8.16
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Operating expenses. Our operating expenses decreased by RMB50.0
million or 23.2%, from RMB215.8 million for the six months ended 30
June 2015 to RMB165.8 million for the six months ended 30 June 2016
primarily due to decreases in depreciation and amortization as a result
of applying the unit of production depreciation rates calculated at
concession level instead of well or well group level to be consistent
with industry practice, decreases in materials, services and logistics
expenses mainly due to the reduction of one-off expenses related to
our IPO and headquarters’ business development/feasibility studies
expenses included in the six months ended 30 June 2015, offset by
more wells put into production, and additional boosters and
compressors installed for the six months ended 30 June 2016.

o Depreciation and amortization. Our depreciation and
amortization decreased by RMB35.6 million or 49.9%, from
RMB71.3 million for the six months ended 30 June 2015 to
RMB35.7 million for the six months ended 30 June 2016 due to
applying unit of production depreciation rates calculated at
concession level instead of well or well group level effective from
1 January 2016. The change in estimate using concession level
unit of production depreciation will be more reflective of the
overall utilisation of gas properties over the period of the PSC
and is consistent with industry practice.

o Employee benefit expenses. Our employee benefit expenses are
RMB74.3 million and RMB73.9 million for the six months ended
30 June 2015 and 2016, respectively.

o Materials, services and logistics. Our materials, services and
logistics expenses decreased by RMB14.8 million or 24.5%, from
RMB60.3 million for the six months ended 30 June 2015 to
RMB45.5 million for the six months ended 30 June 2016, primarily
due to the reduction of one-off expenses related to IPO totaling
RMB18.6 million and non-operations-related expenses for
headquarters’ business development/feasibility studies of
RMB11.8 million included in the six months ended 30 June 2015,
partially offset by increased professional fees after we became a
listed company, and increased electricity and other operating
costs at Panzhuang associated with more wells put into
production and additional boosters and compressors installed in
gas gathering stations for the six months ended 30 June 2016.

AERT c BMNEERITHEZE2015F6 A
308 IEANEAAMARE 2,158 TR D AR
50008 LK 232% = #H £2016F 6 A308 1k
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o Others. Our other expenses increased by RMBO0.9 million or 9.1%,
from RMB9.9 million for the six months ended 30 June 2015 to
RMB10.8 million for the six months ended 30 June 2016, mainly
due to increase in office rent in Mabi as a result of growing
business.

EBITDA. Our EBITDA decreased by RMB63.8 million or 30.6%, from
RMB208.7 million for the six months ended 30 June 2015 to RMB144.9
million for the six months ended 30 June 2016. This decrease was
primarily due to decrease in average realized sales price from RMB1.77
per cubic meter for the six months ended 30 June 2015 to RMB1.20 per
cubic meter for the six months ended 30 June 2016, reduction in VAT
refund as a result of decrease in revenues and increase of material and
electricity expenses in Panzhuang, partially offset by increase in subsidy
income for the six months ended 30 June 2016, reduction of one-off
expenses related to our IPO and headquarters’ business development/
feasibility studies expenses included in the six months ended 30 June
2015. Included in the EBITDA of RMB208.7 million for the six months
ended 30 June 2015 are non-cash share-based compensation expenses
of RMB21.2 million, one-time expenses of RMB18.6 million related to
our IPO, and non-operations-related expenses for headquarters’
business development/feasibility studies of RMB11.8 million. Included
in the EBITDA of RMB144.9 million for the six months ended 30 June
2016 are non-cash share-based compensation expenses of RMB19.6
million and business development/feasibility studies expenses of
RMBO0.9 million. Panzhuang'’s EBITDA decreased by RMB81.1 million or
27.0%, from RMB300.9 million for the six months ended 30 June 2015
to RMB219.8 million for the six months ended 30 June 2016.
Panzhuang's EBITDA for the six months ended 30 June 2016 decreased
because of decrease in average realized selling price, reduction in VAT
refund and higher materials and electricity expenses, which was
partially offset by increase in subsidy. Mabi's EBITDA was negative
RMB19.0 million for the six months ended 30 June 2015 and negative
RMB21.2 million for the six months ended 30 June 2016 since it was still
in the exploration stage during both periods.

Profit from operations. As a result of the foregoing, our profit from
operations decreased by RMB28.2 million or 20.5%, from a profit from
operations of RMB137.4 million for the six months ended 30 June 2015
to a profit from operations of RMB109.2 million for the six months
ended 30 June 2016.
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Interest income. Our interest income increased by RMB3.0 million or
150.0%, from RMB2.0 million for the six months ended 30 June 2015 to
RMBS5.0 million for the six months ended 30 June 2016 primarily due to
interest earned from increased cash and fixed deposit balances.

Finance costs. Our finance costs increased by RMB6.0 million or
162.2%, from RMB3.7 million for the six months ended 30 June 2015 to
RMB9.7 million for the six months ended 30 June 2016, largely due to
commitment fees increased by RMB5.3 million for a new US$250
million reserve-based lending (“RBL") loan (“New US$250 million
RBL") obtained in July 2015 to re-finance the original US$100 million
RBL loan (“Original US$100 million RBL").

Exchange gains. Our foreign exchange translation gains increased by
RMB2.5 million from RMB5.1 million for the six months ended 30 June
2015 to RMB7.6 million for the six months ended 30 June 2016.

Profit before income tax. Our profit before income tax decreased by
RMB28.7 million or 20.4% from a profit of RMB140.8 million for the six
months ended 30 June 2015 to a profit of RMB112.1 million for the six
months ended 30 June 2016 mainly due to the factors affecting
EBITDA, reduction in depreciation and amortization expense and the
increase in commitment fees as explained in finance costs stated
above.

Income tax expense. Our income tax expense decreased by RMB11.1
million, or 21.9%, from RMB50.8 million for the six months ended 30
June 2015 to RMB39.7 million for the six months ended 30 June 2016,
mainly due to decrease in profit before income tax for the six months
ended 30 June 2016. Income tax expense is calculated based on
Panzhuang's taxable profit. Mabi had no income tax expense given it is
still in the exploration stage and had no taxable profit.

Profit for the period. Our profit for the period decreased by RMB17.6
million, or 19.6%, from RMB90.0 million for the six months ended 30
June 2015 to RMB72.4 million for the six months ended 30 June 2016,
primarily due to the factors affecting profit before income tax stated
above, offset by the decrease in income tax expense of RMB11.1
million.
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LIQUIDITY AND CAPITAL RESOURCES
We had cash and bank balances of RMB2,332.4 million as at 30 June
2016 (RMB2,563.8 million as at 31 December 2015).

On 8 July 2015, Sino-American Energy, Inc. (“SAEI") entered into a new
US$250 million reserve-based facility with The Hongkong and Shanghai
Banking Corporation Limited, Standard Chartered Bank (Hong Kong)
Limited, Bank of Communication Ltd, Offshore Banking Unit and
Societe Generale, Singapore Branch and on 16 July 2015, SAEI
successfully drew down US$70 million from the New US$250 million
RBL to prepay and replace the Original US$100 million RBL. As at 30
June 2016, the unutilised portion of the New US$250 million RBL is
US$180 million.

As of 31 December 2015 and 30 June 2016, we had long-term
borrowings of RMB418.9 million and RMB430.8 million, respectively, all
of which were non-current secured U.S. dollar bank borrowings
representing the drawn portion of the New US$250 million RBL as of 31
December 2015 and 30 June 2016, respectively.

As at 30 June 2016, the gearing ratio (ratio of total borrowings to total
equity) of the Group was 9.2% (31 December 2015: 9.1%). Save as the
information disclosed above or otherwise in this interim report, the
Group has no outstanding mortgage, pledge, debentures or other
loan capital issued or agreed to be issued, bank overdrafts, borrowings,
liabilities under acceptance or other similar liabilities, hire purchase
and finance lease commitments, or any guarantees or other material
contingent liabilities as at 30 June 2016.
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The table below sets forth our cash flows for each of the periods
indicated.

REEDMFRESFER
RERTAER S FR
RERBIRRSIFR
R LR HEWRD

Net cash generated from operating activities
Net cash used in investing activities
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning

of period
Exchange gains on cash and cash equivalents

Cash and cash equivalents at end of the period

Net cash generated from operating activities was RMB91.2 million for
the six months ended 30 June 2016 largely due to profit before income
tax of RMB112.1 million, depreciation and amortization of RMB35.7
million, non-cash share-based compensation of RMB19.6 million and
finance costs of RMB9.7 million. These were offset by an increase in
trade and other receivables of RMB50.9 million, decrease in trade and
other payables of RMB6.5 million, interest income of RMB5.0 million,
exchange gain of RMB6.0 million which includes non-cash foreign
exchange translation gain of RMB7.9 million arising from the US dollar
denominated intercompany loan, RMB4.8 million income tax paid, and
RMB12.5 million of interest paid under the New US$250 million RBL.

Net cash used in investing activities was RMB107.3 million for the six
months ended 30 June 2016 and comprised mainly of purchases of
property, plant and equipment of RMB340.2 million and increase in
restricted bank deposits of RMB17.9 million, offset by decrease in term
deposits with an initial term of over three months of RMB246.0 million
and interest received of RMB4.4 million. The purchase of property,
plant and equipment primarily comprised of payment for more wells
drilled, additional boosters and compressors, and construction of gas
gathering stations and power facilities.
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Net cash used in financing activities was RMB18.8 million for the six
months ended 30 June 2016 largely due to RMB7.7 million of IPO-
related expenses and finance costs of RMB11.1 million for commitment
fees and other related costs paid for the unutilised portion of the New
US$250 million RBL.

We had cash and bank balances of RMB2,563.8 million and RMB2,332.4
million as of 31 December 2015 and 30 June 2016, respectively. Our
cash and bank balances consist of cash on hand, cash at banks, term
deposits with an initial term of up to three months, and restricted bank
deposits. The decrease in our cash position is largely due to purchases
of property, plant and equipment. As at 31 December 2015 and 30
June 2016, we had approximately 73.9% and 67.4% of our cash and
bank balances held in Hong Kong or US dollars.

EBITDA AND ADJUSTED EBITDA

We provide a reconciliation of EBITDA and adjusted EBITDA to profit
for the period, our most directly comparable financial performance
calculated and presented in accordance with HKFRS. EBITDA refers to
earnings before interest income, finance costs, exchange gains, income
tax and depreciation and amortization. Adjusted EBITDA refers to
EBITDA adjusted to exclude non-cash expenses, non-recurring items
or non-operations-related expenses to show EBITDA from the Group's
core operations.

We have included EBITDA and adjusted EBITDA as we believe they are
a financial measure commonly used in the oil and gas industry. We
believe that EBITDA and adjusted EBITDA are used as supplemental
financial measures by our management and by investors, research
analysts, bankers and others to assess our operating performance, cash
flow and return on capital as compared to those of other companies in
our industry, and our ability to take on financing. However, EBITDA and
adjusted EBITDA should not be considered in isolation or construed as
alternatives to profit from operations or any other measure of
performance or as an indicator of our operating performance or
profitability. EBITDA and adjusted EBITDA fail to account for income
tax, exchange gains, interest income, finance costs and depreciation

and amortization.
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The following table presents a reconciliation of EBITDA and adjusted
EBITDA to profit for the period:

T R & 71 BB 5 EBITDA M 4% 8 2 EBITDA £2 3%
FEYETBR ©

Six months ended 30 June

BZEZ6H30HLLAEA
2016 2015
2016 F 20154
RMB’'000 RMB’000
ARBT R ARETT

Reconciliation of profit for the period HARS % I L EBITDA FY ¥ BR
to EBITDA:

Profit for the period HARS = A 72,407 89,981
Income tax expense PRSI 5 2 39,686 50,784
Interest income MBI A (5,038) (1,977
Finance costs R I 9,737 3,699
Exchange gains PE 5 Wz (7,563) (5,096)
Depreciation and amortization e LY 35,672 71,309

EBITDA EBITDA 144,901 208,700
Share-based compensation expenses BARR 1 A EE i A R B ) 2

(non-cash) (FEIR L) 19,643 21,152
Listing expenses related to the IPO BHEBERARBEHN T = 18,645
Non-operations-related business ¥R 1THER

development/feasibility studies expenses JEEERERY 863 11,790

Adjusted EBITDA KA EBITDA 165,407 260,287

Our EBITDA decreased by RMB63.8 million or 30.6%, from RMB208.7
million for the six months ended 30 June 2015 to RMB144.9 million for
the six months ended 30 June 2016. This decrease was primarily due to
decrease in average realized price from RMB1.77 per cubic meter for
the six months ended 30 June 2015 to RMB1.20 per cubic meter for the
six months ended 30 June 2016, reduction in VAT refund as a result of
decrease in revenues and increase of material and electricity expenses
in Panzhuang, partially offset by increase in subsidy income for the six
months ended 30 June 2016, reduction of one-off expenses related to
our IPO and headquarters’ business development/feasibility studies
expenses included in the six months ended 30 June 2015.

FMAEBITDARE E 2015 6 A30H 1F /&
ARARY 2087 BRI AR 6,380 B3k
30.6%EEHZE2016F6A30H IENEAANAR
B 44918 - ZRMALEERANFHERE
BHEZE2015F6 8308 EANBANELH
KARBE177 TR ZH E=2016F6A308 1B
NEAMEIMLITRARE1.20T - EERIR
E U AR T D B B R K B B S 1
DOFTE - WEEP D B = 20165 6 A30H 17
&l A #9475 Bl Wg A58 hn & &L = 2015 6 A 30 A
IEREAERE MO A ARABEEREN— T
FIS RIS ER, A TIEM R SRS
K 5H o
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Our adjusted EBITDA decreased by RMB94.9 million, or 36.5%, from
RMB260.3 million for the six months ended 30 June 2015 to RMB165.4
million for the six months ended 30 June 2016. This decrease was due
to the reasons explained above for the decrease in EBITDA, in addition
to one-time IPO related expenses and non-operations-related business
development/feasibility studies expenses included in the six months
ended 30 June 2015, and decreased non-cash share-based
compensation expenses for the six months ended 30 June 2016.

FINANCIAL RISK MANAGEMENT

Our activities expose us to a variety of financial risks: credit risk,
market risk (including foreign exchange risk and cash flow interest
rate risk), liquidity risk and concentration risk.

The condensed consolidated interim financial information do not
include all financial risk management information and disclosures
required in the annual financial statements, and should be read
in conjunction with our annual financial statements as at 31
December 2015.

We are exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the U.S. dollar.
Foreign exchange risk arises when future commercial transactions
or recognized assets or liabilities are denominated in a currency
other than our functional currency.

Prior to 30 April 2016, we were exposed to non-cash foreign
exchange risk arising from retranslation of US$ denominated
inter-company loans. To manage the foreign exchange risk,
management decided to execute a debt restructuring on 30 April
2016 by converting the inter-company loans into perpetual loans
through entering into perpetual loan agreements between
respective group companies such that the perpetual loans do not
bear interest and the lenders can not request repayment. Upon
completion of this debt restructuring, any foreign exchange
differences arising from retranslation of these US$ denominated
perpetual loans are recognised in equity in the consolidated
financial statements.

Compared to 31 December 2015, there were no material changes
in the contractual undiscounted cash out flows for financial
liabilities.

22 AAG ENERGY HOLDINGS LIMITED / 2016 INTERIM REPORT

FMIA &AL EBITDARE £2015F 6 A30H
1ENE A AR 2,603 7T A AR E 9,490
BT 36.5% 2 E £ 20165 6 A 30 H 1L/~ A A
AR 1.654187T 3R B H R E3EEA
R EBITDAR A KIRA « il EFF ABZE20154F
6A30RIENEANEE RN AREEEHEN—
KRS RIEL BB ERERE, TR
MY WEREZE2016F6 308 IE/AE AW
LARS ) BETE R IEIR & HmENFE R L -

g g

wMEBER M EE SR RRE
EERR - MiEER (BHEINER R LT
ERENXEAR)  RBESREREET
e

A& GF R HA B 75 8 R0 R A F [ B
BREMBEHNL2AVHRERKREREEN
N eE - EH R MIEE 2015F 12 A
31 EHMFET R E —HEE -

HPmEZEES (T BEXTER E
ERIMNERR - ERKREER HHEMHE
REESABARMADEEEAIMNE
BatErR - RIEESNERE -

2016F 483088 KRB ETFHRE
WETAHENQARBEEREENIFRS
INERR - AT ERINERE - BEE
R2016F 4 A30HRTEHETERES -
HEEBNRF L KABERBEB QA
MERERAEKAER  KABREE
BEREATAEREE ZEFKEHAT
K& EFBREZSAETIHERNKA
BREENETMER ZBRE HIIR
RHEZSHER o

EH2015F 12 A3 HM Y @ RABEN
BHARBBRSRETEERES -



Management Discussion and Analysis

BEEBENWR DM

SIGNIFICANT INVESTMENT HELD

The Group did not hold any significant investment during the six
months ended 30 June 2016.

ACQUISITION AND DISPOSAL OF SUBSIDIARIES

The Group had no material acquisition or disposal of subsidiaries or
associated companies during the six months ended 30 June 2016.

EMPLOYEES

As at 30 June 2016, the Company had 719 employees, with 78 based in
Beijing, 639 based in Shanxi and 2 based in Hong Kong. As of 30 June
2016, the number of outstanding share options granted by the
Company to its Directors and employees is 233,003,815 shares. As of
30 June 2016, the number of outstanding restricted share units (the
“"RSUs") granted by the Company to its employees is 40,213,996
shares.
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Corporate Governance and Other Information

TREAREMER

COMPLIANCE WITH THE CORPORATE
GOVERNANCE PRACTICES

We are committed to maintaining high standards of corporate
governance to safeguard the interests of shareholders and to enhance
corporate value and accountability. The Company has adopted the
Corporate Governance Code (the "CG Code”) contained in Appendix
14 to the Rules Governing the Listing of Securities (the “Listing Rules”)
on the The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) as its own code of corporate governance.

Save for the non-compliance of CG Code provision A.5.1 due to
retirement of Dr. Tin Yau Kelvin Wong with effect from 28 April 2016,
which has been remedied upon the appointment of Mr. Stephen
Cheuk Kin Law becoming effective on 2 July 2016, the Company has
complied with all the code provisions of the CG Code from 1 January
2016 to 30 June 2016 (the “Reporting Period”). The Company will
continue to review and monitor its corporate governance practices to
ensure compliance with the CG Code.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuer” contained in Appendix 10 to
the Listing Rules (the “Model Code”) as its code of conduct for
directors’ securities transactions. Having made specific enquiry with the
Directors, all of the Directors confirmed that they have complied with
the required standard as set out in the Model Code during the
Reporting Period.

INTERIM DIVIDEND

The Board does not recommend any interim dividend for the six
months ended 30 June 2016.

COMPOSITION OF THE BOARD AND BOARD

COMMITTEES

During the Reporting Period, Dr. Tin Yau Kelvin Wong has retired as an
independent non-executive Director, the Chairman of the Audit
Committee and a member of the Nomination Committee due to his
business engagement/arrangements, effective upon the conclusion of
the annual general meeting held on 28 April 2016. Mr. Zhijie Zeng has
retired as a non-executive Director with effect from 28 April 2016. Mr.
Stephen Cheuk Kin Law has been appointed as an independent non-
executive Director, the Chairman of the Audit Committee and a
member of the Nomination Committee with effect from 2 July 2016.
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Corporate Governance and Other Information

TREAREMER

Between Dr. Tin Yau Kelvin Wong's retirement from the Board on 28
April 2016 and the appointment of Mr. Stephen Cheuk Kin Law
becoming effective on 2 July 2016, since the Company only had three
independent non-executive Directors and none of them had the
qualification required under Rule 3.10(2) of the Listing Rules, (i) the
composition of independent non-executive Directors has fallen short
of the minimum number requirement under Rule 3.10A and the
qualification requirement under Rule 3.10(2) of the Listing Rules; and (ii)
the composition of the Audit Committee has fallen short of the
requirements set out in Rule 3.21 of the Listing Rules. The above Listing
Rules had been re-complied with upon appointment of Mr. Stephen
Cheuk Kin Law becoming effective.

Save as disclosed above, there are no changes on the composition of
the Board of Directors, the Audit Committee, the Nomination
Committee and the Remuneration Committee of the Company during
the Reporting Period.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL
STATEMENTS

The Board has established an audit committee (the "Audit
Committee”) which comprises two independent non-executive
Directors and a non-executive Director, namely Mr. Stephen Cheuk Kin
Law (chairman), Mr. Robert Ralph Parks and Mr. Gordon Sun Kan Shaw
as at the date of this report.

The Audit Committee has reviewed the unaudited condensed interim
results of the Group for the six months ended 30 June 2016.

The Company’s external auditor has reviewed the unaudited
condensed consolidated interim financial information of the Group in
accordance with Hong Kong Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”.

CHANGES TO DIRECTORS’ INFORMATION

Save for the disclosure under “Composition of The Board and Board
Committees” above, the Directors confirm that no information is
required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor its subsidiaries has purchased, sold or
redeemed any of the Company'’s listed securities during the Reporting
Period.
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Corporate Governance and Other Information

TREAREMER

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the listing of the Company (the “Listing”) (after
deducting underwriting fee and relevant expenses) amounted to
approximately RMB1,506.9 million. As of 30 June 2016, RMB123.0
million of the proceeds had been utilised. The net proceeds will be
used for the same purpose as set out in the section headed “Future
Plans and Use of Proceeds — Use of Proceeds” in the prospectus of
the Company date 11 June 2015 (the "Prospectus”).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY

As at 30 June 2016, the interests or short positions of the Directors or
chief executives of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFQO")) required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interest or short positions which they were taken or deemed to have
under such provisions of the SFO), or which would be required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which would be required to be notified to the
Company and the Stock Exchange pursuant to Model Code were as
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follows:
Approximate
Number of  percentage of
Name Position Capacity shares held shareholding
(Note 6)
®E B g4 FEROGEE EREAEIL
CiET)
Stephen Xiangdong Zou Chairman and Executive Beneficial owner 119,056,583 (L) 3.58% (L)
("Dr. Zou") (Notes 1) Director EnEEA
FrR(HELDEEFET) EERPTES
Founder of a 92,144,637 (L) 2.77% (L)
discretionary trust
ZREEAIIBA
Guiyong Cui Non-executive Director Beneficial owner 275,326 (L) 0.01% (L)
BB FHMITES EmEBA
Fredrick J. Barrett Independent Non-executive Beneficial owner 477,708 (L) 0.01% (L)
(Note 2) (FiizE2) Director EmEAA
BYUEMITES
Robert Ralph Parks Independent Non-executive Beneficial owner 715,708 (L) 0.02% (L)
(Note 3) (Ki5E3) Director BB A
B IEITES
Yaowen Wu (Note 2) Independent Non-executive Beneficial owner 477,708 (L) 0.01% (L)
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TREAREMER

Approximate
Number of  percentage of
Name Position Capacity shares held shareholding
(Note 6)
®E B g4 FEROGHEE EREAEIL
(FzE6)
Jing Li (Note 4) Co-chief Executive Officer and  Interest in a controlled 56,964,862 (L) 1.71% (L)
President corporation
TR (ML) e BENITE RER P AE RS
Beneficial owner 6,621,733(L) 0.20%
EmEBA
Carl Lakey Co-chief Executive Officer and  Beneficial owner 42,808,657 (L) 1.29% (L)
(Note 5) (Fif5E5) Chief Operating Officer EnEAA
FEBERIITEREERE
Notes: BRRE -

Dr. Zou beneficially owns interests in 119,056,583 Shares. Dr. Zou is deemed to be
interested in 63,075,458 Shares and 9,612,371 Shares for the purposes of the SFO,
which is beneficially owned by Dr. Zou's descendants as beneficiaries of The Zou
2011 Family Trust and The Zou 2012 Family Trust, respectively. Dr. Zou is also
deemed to be interested in 19,456,808 Shares for the purposes of the SFO, which
are beneficially owned by Dr. Zou and his descendants as beneficiaries of the Zou
GRAT. Each of The Zou 2011 Family Trust, The Zou 2012 Family Trust and the Zou
GRAT is a discretionary trust established by Dr. Zou as a settlor and its beneficiaries
are Dr. Zou and his family members. 11,942,710 Shares among these interests
represent interests in the outstanding options he held under the Pre-IPO Share
Option Scheme (as define below). 6,621,733 Shares among these interests represent
interests in the outstanding RSUs he held under the Post-IPO RSU Scheme (as
defined below).

All these interests represent interests in outstanding options under the Pre-IPO
Share Option Scheme.

Mr. Parks beneficially owns interests in 715,708 Shares of the Company. 477,708
Shares among these interests represent the interests in the outstanding options he
held under the Pre-IPO Share Option Scheme as of 30 June 2016.

Mr. Li beneficially owns interests in 63,586,595 Shares, 42,915,168 Shares among
these interests represent the interests in outstanding options he held under the Pre-
IPO Share Option Scheme, 6,621,733 Shares among these interests represent the
interests in the outstanding RSUs he held under the Post-IPO RSU Scheme.

Mr. Lakey beneficially owns 42,808,657 Shares, 36,186,924 Shares among these
interests represent the interests in outstanding options he held under the Pre- IPO
Share Option Scheme, 6,621,733 Shares among these interests represent the
interests in the outstanding RSUs he held under the Post-IPO RSU Scheme.

The letter “L" denotes long position in such securities.
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Save as disclosed above, as at 30 June 2016, none of the Directors and
chief executives of the Company has or is deemed to have any
interests or short positions in the shares, underlying shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) which will be required to be recorded
in the register required to be kept by the Company pursuant to section
352 of the SFO, or which will be required, pursuant to the Model Code,
to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY

As at 30 June 2016, the following persons (other than the Directors or
chief executives of the Company), had interests or short positions in
the shares, underlying shares and debentures of the Company as
recorded in the register of interests required to be kept by the
Company pursuant to Section 336 of the SFO:
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FETBRABBRINRARRRG - HERGD
MEFPHEELRARRIRIEES R EK
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Approximate

Number of percentage of
Name of shareholder Capacity shares held shareholding
(Note 1)
BREAE 54 FEROEE BREAEIL
(FF&E1)
Warburg Pincus & Co. Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (M5 2) A
Warburg Pincus Partners GP LLC Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (M5 2) Ry EEER
Warburg Pincus Partners, L.P. Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (ff7x 2) ZEAE S
WPP GP LLC Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (Mf5E 2) S LB R
Warburg Pincus X GP L.P. Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (Fif7E 2) Sk ERER
Warburg Pincus X, L.P. Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (Fff5E 2) A B S
Warburg Pincus Private Equity X, L.P. Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (FizE2) Sy A E R
Asia X Investment | LLC Interest in a controlled corporation 844,713,882 (L) 25.39% (L)
(Notes 2) (Ff7E2) RPNl iy
WP China CBM Investment Holdings Beneficial Owner 844,713,882 (L) 25.39% (L)

Limited (Notes 2) (Ffi5F2)
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(Note 5) (FffzE5) R EE R
AIBREERIREBFR A A Beneficial owner
(Note 5) (BI5E5) BEmEA A
Notes: B3
1. The letter “L" denotes long position in such securities. 1.

2.

Name of shareholder

BREREH

Salata Jean Eric
(Notes 3) (Ff7E£3)

Barings Private Equity Asia GP IV
Limited (Notes 3) (F15F 3)

Baring Private Equity Asia GP IV L.P.

(Notes 3) (F§5E3)

The Baring Asia Private Equity
Fund IV LP
(Notes 3) (Ff5E3)

Baring Private Equity Asia IV
Holding (4) Limited
(Notes 3) (FiI5E3)

Ping An Group (Note 4)
FTEE(ME4)

BEE-FRR(EE)BRAR
(Note 5) (BI5ES5)

EER=REERER A

Capacity

&4

Interest in a controlled corporation
REAEE R

Interest in a controlled corporation
R EEER

Interest in a controlled corporation
R EE R

Interest in a controlled corporation

XA E

Beneficial Owner

Ema A
Interest in a controlled corporation
REAEE R

Interest in a controlled corporation
R AE R

Interest in a controlled corporation

WP China CBM Investment Holdings Limited beneficially owns 844,713,882 shares 2.
(long position) of the Company. Asia X Investment | LLC holds 100% equity interest
in WP China CBM Investment Holdings Limited. Warburg Pincus Private Equity X,
L.P. controls 96.90% equity interest in Asia X Investment | LLC. Warburg Pincus
Private Equity X, L.P. is 100% controlled by Warburg Pincus X, L.P., which in turn is
100% controlled by Warburg Pincus X GP L.P., which in turn is 100% controlled by
WPP GP LLC, which in turn is 100% controlled by Warburg Pincus Partners, L.P.,
which in turn is 100% controlled by Warburg Pincus Partners GP LLC, which in turn is

100% controlled by Warburg Pincus & Co..

Approximate

Number of percentage of
shares held shareholding
(Note 1)
FEROGEE BREQLEIL
(B
688,933,679 (L) 20.71% (L)
688,933,679 (L) 20.71% (L)
688,933,679 (L) 20.71% (L)
688,933,679 (L) 20.71% (L)
688,933,679 (L) 20.71% (L)
345,906,690 (L) 10.40% (L)
180,833,000 (L) 5.44% (L)
180,833,000 (L) 5.44% (L)
180,833,000 (L) 5.44% (L)

FEILBRZEEFNER -

WP China CBM Investment Holdings Limited &z
B AR 1 F)844,713,882[% B (0 ( 4F B ) ° Asia X
Investment | LLC¥f & WP China CBM Investment
Holdings Limited Z#Bf%## © Warburg Pincus Private
Equity X, L.P. ¥ Asia X Investment | LLC.96.90% &
# o Warburg Pincus Private Equity X, L.P.
Warburg Pincus X, L.P.%& # % - ifi Warburg
Pincus X, L.P. 8 Warburg Pincus X GP L.P. & ## %
#] + T Warburg Pincus X GP L.P. HWPP GP LLC%&
FEES - MWPP GP LLC B Warburg Pincus Partners,
LP. & # ¥ | - 1 Warburg Pincus Partners, L.P. 4
Warburg Pincus Partners GP LLC 2 ##2 + 1] Warburg
Pincus Partners GP LLC i Warburg Pincus & Co. %
PR o
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3. Baring Private Equity Asia IV Holding (4) Limited beneficially owns 688,933,679
shares (long position) of the Company. The Baring Asia Private Equity Fund IV L.P.
holds 99.26% equity interest in Baring Private Equity Asia IV Holding (4) Limited. The
Baring Asia Private Equity Fund IV L.P. is 100% controlled by Baring Private Equity
Asia GP IV L.P., which in turn is 100% controlled by Baring Private Equity Asia GP IV
Limited, which in turn is wholly-owned by Jean Eric Salata.

4. Ping An Insurance (Group) Company of China (“Ping An Group”) ultimately owns
100% of Chinastone Hong Kong Holdings Limited, which is directly interested in
248,046,164 shares of the Company. Ping An Group also ultimately owns 100% of
the shares in PA Investment Funds SPC, which is directly interested in 97,860,526
shares of the Company. Therefore, Ping An Group is deemed to be interested in
345,906,690 shares of the Company.

5. FIYIE R AL R I% & B R A 7] beneficially owns 180,833,000 Shares (long position) of
the Company and is 100% controlled by & & = IR 82 JR G IR 2 &), which in tumn is
51% controlled by & =M R (@) BRAR].

Save as disclosed above, as at 30 June 2016, the Directors and the
chief executives of the Company are not aware of any other person
(other than the Directors or chief executives of the Company) who had
interests or short position in the shares or underlying shares of the
Company or any associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO.

PRE-IPO SHARE OPTION SCHEME

The Company has adopted the Pre-IPO Share Option Scheme on 31
March 2015, a summary of principle terms and conditions of Pre-IPO
Share Option Scheme are set out in the section headed ”Statutory and
General Information — Pre-IPO Share Option Scheme” in Appendix V
of the Company'’s prospectus dated 11 June 2015 (the “Prospectus”).
No further options will be granted under the Pre-IPO Share Option
Scheme after the Listing.

Outstanding Share Options

During the Reporting Period, 5,175,174 options have been cancelled,
477,708 options have lapsed. As at 30 June 2016, there were a total of
233,003,815 share options outstanding. If all the outstanding options
are exercised, there would be a dilution effect on the shareholdings of
our Shareholders of approximately 7 % as at 30 June 2016. Save as set
out above, no other share options have been or would be granted by
us after the Listing pursuant to the Pre-IPO Share Option Scheme.
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3. Baring Private Equity Asia IV Holding (4) Limited &
= VE A N A 7)688,933,679 B ik 17 (4F &) © Baring
Asia Private Equity Fund IV L.P.35 7 Baring Private
Equity Asia IV Holding (4) Limited #99.26% fi% #
Baring Asia Private Equity Fund IV L.P. 3 Baring
Private Equity Asia GP IV L.P. 2 # 12 %l + i Baring
Private Equity Asia GP IV L.P. fi Baring Private Equity
Asia GP IV Limited 24 %] + 1 Baring Private Equity
Asia GP IV Limited £ Jean Eric Salata 2 E# & °

4. FREFZRBR(EE)ROAERAR((FRER]) &
BEESEERERAERARNEHELR  MEE
EEBEAARNT 248,046,164 1D 2 HEzs - TR &
[ J1 £ 4% % A PA Investment Funds SPC &) 2 &B A%
D M1k & BB A AN F 97,860,526 (% i 1 2 #
o Bt - FREBEERARAR ] 345,906,690 i
Rt A R o

5. FIBBRERRLEERAAEZHE AR A
180,833,000 & i 15 (47 &) » W A EE = IKE IR AR
NEZEHER MEE-KERBERAGHAEER=
AR () BIRABIHEAS 51% #2 -

B E R EEE SN R20165F6 4301 © #t
ARPEZRETBITRAEMRA - SEERE
AL (RRBAEFHEBTHABRINAA
NE R TAEEEE (E &R &5 LT &R
FEXVED) it B D P HEEERLRRAR
ARBEESF L EGIIFEBGRFEZERE
OB SRR

EPN T
AABER201543 831 BEME X A%
EREREE  EEBERMEEBESR
NARIEEA2015F6 A 1M HZBKREE(18
BRERDHMSERAECR—KBER —BHXA
FIEEERIEARERTE | — &1 - REMHE - AR
ATEREBE A ARSI ERETSIREHE
fth B AR o

RITHEERE

k& HR R 0 5,175,1741) BB IR M 2 5E 8
477,708 BERRAE B 230 - 72 2016F 6 A30H -
& 75 233,003,815 B BB 1M R AT1E o iR BT
BARITEBREETE - IREMN 201696 A30
AR RRERG T B E3E  REEEN7% -
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Movements of the share options under the Pre-IPO Share Option
Scheme during the period for the six months ended 30 June 2016:

HE2016F6H30B IEAEA BB s8R
SR ERERTEIE TR B ES

Number Total number  Approximate
of Shares of Shares  percentage
represented represented of issued
Name of Exercise by options Exercised Lapsed Cancelled by options  shares of the Vesting Exercise
Share Option Grantees price  at 1 January during during during  at 30 June Company Period period
(Note 1) Date of grant (US$) 2016 the period the period the period 2016 (Note 4) (Note 2) (Note 3)
BRE BB
R2016 5 R2016 5 HARRR
1818 6A308 BRITRHGG
fTiRE P& il il B FRRN  BHBESH BRA fitid
BREARAZB(WE1) REAH (%7) RA#E Bt BAX B REAH (WzE4) (HzE2) (M&E3)
Directors of the Company
NG
Dr. Zou 31 March 2015 $0.151 11,942,710 - - - 11,942,710 0.36% Please see Please see
note 2below  note 3 below
gt 15437318 0.151%7T F2ETX  #2BTX
MizE2 L]
Yaowen Wu 5 June 2015 $0.151 477,708 - - - 477,708 0.01% - -
£S5 3'¢ 201566A58 0.151%7T
Robert Ralph Parks 5 June 2015 $0.151 477,708 - - - 477,708 0.01% - -
201566A508 0.151%7T
Tin Yau Kelvin Wong (Note 5) 5 June 2015 $0.151 477,708 - 477,708 - - - - -
ERM (F3E5) 201556A58 01515
Fredrick J. Barrett 5 June 2015 $0.151 477,708 - - - 477,708 0.01% - -
201566A58 0.151%7T
Other employees of the Company
FAREMER
31 March 2015 and $0.151 224,803,155 - - 5175174 219,627,981 6.60% Please see Please see
5 June 2015 note 2 below  note 3 below
W15%3A3NER 0I5 F2UTX  #2HTX
1546758 M2 M3
Total 238,656,697 - 477,708 5175174 233,003,815 7.00% - -
@t
Notes: B 5T
1. Prior to the Listing, certain of the Share Option Grantees have transferred their 1. RETA BTEREARACDREENAREE

options to companies wholly-owned by them, in accordance with the Pre-IPO Share
Option Scheme.

2. Unvested options granted to Share Option Grantees pursuant to the Pre-IPO Share
Option Scheme shall vest as follows:

(a) 50% of the Options shall be time-based and shall vest at the rate of (i) one
half (1/2) for each 12-month period commencing from 1 January 2015 if the
relevant date on which the employment relationship between the Company
(the “"Employment Date") is on or prior to 1 January 2014; or (ii) one third
(1/3) for each 12-month period commencing from the relevant Employment
Date if such date is after 1 January 2014; and

IR EA S RS2 ERANRARERRE 2R
it o

REARDRBEENMBRES R TBEREEARA
HIR BB BB IRIAT T R E

(a) 50% #9 BB AL HE () B 201541 B 1 B (AR
AT EREEEOEEESH(EEASR]) A
2014481 A1 B2 /) #B5TE 1218 A HARIIR
BRMEEZE=-S2—(1/2) WL REE © ki)
AHEEFES(MZAEA2014F1 A1
B)EAF2EAPERESEE=S 2 —
(3L EERE &
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(b) 50% of the Options shall be KPI-linked (the “KPI-linked Options”) and shall
be divided into three equal instalments, with each instalment being linked
with one of the three KPIs (as defined below) and vested at the rate of one (i)
half (1/2) for each 12-month period commencing from 1 January 2015 if the
relevant Employment Date is on or prior to 1 January 2014; or (i) one third
(1/3) for each 12-month period commencing from the relevant Employment
Date if such date is after 1 January 2014 pursuant to the following payout
schedule:

(1) 100% of the KPI-linked Options shall vest if 100% of the relevant KPI
Target is met; or

(2) if the relevant KPI Target is not met at 100%, 50% of the KPI-linked
Options shall vest if 80% of the Relevant KPI Target is met and an
additional 2.5% of the KPI-linked Options shall vest for each 1%
further improvement in such KPI Target; provided that if the
performance rate of any KPI Target exceeds 100%, then up to 10% of
the improvement of that KPI Target can be added to the performance
rate of other KPI Target(s) that is not 100% accomplished.

For the purposes of above, “KPIs" refer to (i) EBITDA; (i) Reserves; and (iii) All-in-
unit Cost. "KPI Target” shall mean 95% (in the case of EBITDA and Reserves) or
105% (in the case of All-in-unit Cost) of the estimated number of that relevant KPI
presented in (i) the annual work plan and budget of the relevant year approved by
the Board; or (ii) the revised annual work plan and budget for the relevant year,
which is subsequently presented to and approved by the Board. The treatment for
any unvested KPl-linked Options shall be determined by the Board or the
Committee as delegated by the Board.

Subject to any accelerated termination as set forth in the Pre-IPO Share Option
Scheme, each option shall expire on the date specified under the Pre-IPO Share
Option, provided that in no event, shall the Exercise Period of an Option exceed
five years from the date upon which the relevant option has vested.

Approximate percentage of issued shares of the Company is calculated by dividing
the share options held by the relevant Share Option Grantee by the issued and
outstanding shares of the Company (as enlarged by the exercise in full of all the
options granted under the Pre-IPO Share Option Scheme), as at 30 June 2016.

Dr. Tin Yau Kelvin Wong has retired as an independent non-executive Director, the

Chairman of the Audit Committee and member of the Nomination Committee on
28 April 2016.
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POST-IPO RSU SCHEME

The Company has adopted the Post-IPO RSU Scheme (the “Post-IPO
RSU Scheme”) on 5 June 2015, which took effect on 23 June 2015, a
summary of principle terms and conditions of Post-IPO RSU Scheme
are set out in the section headed “Statutory and General Information
— Post-IPO RSU Scheme” in Appendix V of the Prospectus.

Outstanding RSUs

The Post-IPO RSU Scheme is not subject to the provisions of Chapter
17 of the Listing Rules as the RSU Scheme does not involve the grant of
options by the Company to subscribe for new shares. The grantees of
the RSUs granted under the Post-IPO RSU Scheme are not required to
pay for any grant of Awards under the Post-IPO RSU Scheme. The
maximum aggregate number of Shares underlying all the RSUs which
we may grant pursuant to the Post-IPO RSU Scheme is 66,487,378
shares, representing approximately 2% of the issued share capital of
the Company as at the date of Listing.

On 18 December 2015, the Company offered to grant of an aggregate
of 41,234,696 RSUs to certain connected grantees and non-connected
grantees of the Group in accordance with the Post-IPO RSU Scheme,
subject to approval and acceptance where applicable. On 22 January
2016, the grant of RSUs to the connected grantees was approved by
the independent shareholders at the extraordinary general meeting.
On 31 January 2016, an aggregate of 19,865,199 RSUs were accepted
by the connected grantees and an aggregate of 21,199,297 RSUs were
accepted by the non-connected grantees.

g‘ﬂﬁﬁﬁi‘é%&j&m%ﬂﬁiﬁﬁﬁﬁ

KRABIER2015F6 ASB RN E N AFHEE
BZMEIRMDEMTS ((BERDFERERZR
HIRMEETE ) - R2015F 6 A23 B4R -
BRXARABEEEIZRAIRMDBEMTEOEEK
RRGEHBREHRIBRERNESER [EERk—
BER — BRAREERIREIRMGEME
Bl —#ne

ARAT 15 32 BRI AR 0 BE

X BRBIAR (0 BEALET B R AR ER T
AR RO ERE AR AREERT
BRHIDEMETE ETMRAFE17EKRX
R - RIBE R AREERZRHIR M EMG
SERZR B B AR ABEREE X
NHEEHEERZBREIRMD BTSN ER MR
BIE - RIBE R ARBEEERIBRHIRM BN
& BRI X R 6 () BT
HIRS 1D 4 B i % 5 66,487,378 % + {5 R Q B A
T HHEEITIRAL 2% -

R2015F 12 418 H » A ARIREE X AFHE
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During the Reporting Period, 345,700 RSUs have been cancelled,
675,000 RSUs have lapsed. As at 30 June 2016, there were a total of
40,213,996 RSUs outstanding. If all the outstanding RSUs are exercised,
there would be a dilution effect on the shareholdings of our
Shareholders of approximately 1.2 % as at 30 June 2016.

R BB - 34570010 PR HIARD BALE 718
675,000 17 % BR Hll B 0 AL B KB © 722016 4F
6A308 &3 H40,213,996 10 Z bR HlIi% 15 &
L ARITEE  METE RITEZRHIIR D ELE
T1E - BEN2016FE6 A30 B WIS 74
BOEE - IRAEEEL1.2% o

Total
Number of number of
Shares shares  Approximate
represented represented percentage
by RSUs at Granted Vested Lapsed Cancelled by RSUs at of issued
Name of RSU Date of 1 January during the during the during the during the 30 June shares of Vesting
Grantees Grant  Consideration 2016 period period period period 2016  the Company period
ZRHBRG
ZRHURS EUR2016F
B{IR2016F 6A30H ERRE
ZRURGEN 181 BR%E FRRN  ERTROHG
ERAER BREAH KfE HRHEE HRERE HRESE BABAXR BREEH RBA% BOEAL BES
Directors of the
Company
KAREES
Dr. Zou 22 January - 6,621,733 6,621,733 - - - 6,621,733 0.20% 31 March
gEt 2016 2016~
2016% 1 April 2020
1R22R 2016%
3A31BE
2004718
Other employees 18 December - 34,612,963 34,612,963 - 675,000 345,700 33,592,263 1.01% 31 March
of the Company 2015 2016~
KRRRES 2015% 1 April 2020
125188 2016%F
3ANAZE
2020%4A18
Total 02369 41,234,469 675,000 345700 40213,99 121%
st

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this interim report, at no time during the
Reporting Period and up to the date of this interim report was the
Company or any of its subsidiaries or holding company or any
subsidiary of the Company’s holding company, a party to any
arrangement that would enable the Directors to acquire benefits by
means of acquisition of shares in, or debentures of, the Company or
any other body corporate, and none of the Directors or any of their
spouses or children under the age of 18 were granted any right to
subscribe for the equity or debt securities of the Company or any other
body corporate or had exercised any such right.
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DISCLOSURE UNDER RULES 13.18 AND 13.21 OF
THE LISTING RULES

Reference is made to the announcement of the Company dated 9 July,
2015. On 8 July 2015, a senior secured revolving credit facility
agreement (the “"New Facility Agreement”) was entered into
between, among others, SAEI, an indirect wholly- owned subsidiary of
the Company (as borrower), Asian American Gas, Inc., a direct wholly-
owned subsidiary of the Company (as guarantor), The Hongkong and
Shanghai Banking Corporation Limited, Bank of Communication., Ltd.,
Offshore Banking Unit, Standard Chartered Bank (Hong Kong) Limited
and Société Générale, Singapore Branch (as original lenders) (the
“Lenders”), under which an amount of up to US$$250,000,000 is made
available to SAEI for a six-year period commencing on the date of the
New Facility Agreement.

Under the New Facility Agreement, it will constitute an event of default,
among others, if (i) Dr. Zou, the chairman of the board of the Company
(the “Chairman”), holds (whether directly or indirectly or by way of a
trust) less than 25% of the issued share capital of the Company that Dr.
Zou holds (whether directly or indirectly or by way of a trust) as at 8 July
2015, representing approximately 1.45% of the issued share capital of
the Company; (ii) at any time, Dr. Zou ceases to be the Chairman,; or (i)
during the period from 23 June 2015 to 23 June 2016, any of Dr. Zou,
Baring Private Equity Asia IV Holding (4) Limited or WP China CBM
Investment Holdings Limited (being the controlling shareholders of the
Company, the “"Controlling Shareholders”) disposes of, or enters into
any agreement to dispose of, any shares he/it holds (directly or
indirectly) in the Company in breach of his/its undertakings to the
Stock Exchange in relation to Rule 10.07(1) of the Listing Rules as set
out in the Prospectus. Upon and at any time after the occurrence of an
event of default, the majority of the Lenders may, among other actions,
immediately cancel all commitments and declare any or all outstanding
amounts under the New Facility Agreement and the relevant financing
documents together with interest accrued thereon to be immediately
due and payable.

BELTHRAZE13.18%13.21 1%
EH R B
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To the board of directors of AAG Energy Holdings Limited
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated interim financial
information set out on pages 38 to 76, which comprises the condensed
consolidated interim balance sheet of AAG Energy Holdings Limited
(the “Company”) and its subsidiaries (together, the “Group”) as at 30
June 2016 and the related condensed consolidated interim statements
of comprehensive income, changes in equity and cash flows for the six-
month period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on condensed consolidated interim financial
information to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and
presentation of this condensed consolidated interim financial
information in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting”. Our responsibility is to express a
conclusion on this condensed consolidated interim financial
information based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
condensed consolidated interim financial information consists of
making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

Bk KB
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Report on Review of Condensed Consolidated Interim Financial Information

ERSHP AT BRERNNERNRS

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated interim financial
information is not prepared, in all material respects, in accordance with
Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 August 2016
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ASSETS

Non-current assets

Property, plant and equipment
Land use rights

Intangible assets

Other non-current assets

Current assets

Inventories

Trade and other receivables

Current income tax prepaid

Restricted bank deposits

Term deposits with initial terms of
over three months

Cash and cash equivalents

Total assets

EQUITY

Equity attributable to owners of
the Company

Share capital

Capital surplus

Accumulated deficits

Total equity
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FRBEE
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THbE AR
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R kREFED

mEE
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ROTFEERGER

LN
BEARER
REtER
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Note
B aE

10
1

As at

30 June
2016
R2016 F
6 H30H
RMB’000
ARET R
(Unaudited)
(REEXK)

2,854,755
12,406
18,840

3,500

2,889,501

1,881
311,696
2,075
25,899

2,306,532
2,648,083
5,537,584

2,034
4,738,760
(38,462)

4,702,332

As at

31 December
2015
2015 4F
12H31H
RMB'000
ARETT
(Audited)
(Fez&=%)

2,639,914
12,547
15,025

2,667,486

1,097
255,339

8,033

246,000
2,309,810

2,820,279
5,487,765

2,034
4,700,281
(110,869)

4,591,446



Condensed Consolidated Interim Balance Sheet

MG HPHEERRER

As at As at
30 June 31 December
2016 2015
R2016 & 720154
6 A30H 12H31H
Note RMB’'000 RMB’000
B 5T ARET T AREEFIT
(Unaudited) (Audited)
(REBERZ) (EZ)
LIABILITIES =N
Non-current liabilities FRBERS
Asset retirement obligations BEEBEER 12 8,615 8,409
Borrowings = 13 430,750 418,859
Deferred income tax liabilities EIEFIEHAE 14 115,555 76,158
554,920 503,426
Current liabilities REBaE
Trade and other payables FENBE SN R B A FE S X 15 280,332 390,453
Current income tax payables BIHAFT SR B E = 2,440
280,332 392,893
Total liabilities weE 835,252 896,319
Total equity and liabilities BREZRAEE 5,537,584 5,487,765

The notes on pages 43 to 76 are an integral part of this condensed

consolidated interim financial information.

The condensed consolidated interim financial information was
approved by the Board of Directors on 26 August 2016 and was signed

on its behalf.

Executive Director

FRETCANMERAGHE HPBMUBEE

KLV B

BRAGFTHHRMBEENREEEN2016F8 A

26 Bt WARERKRRE -

HITES
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Revenue

Other income

Other (losses)/gains, net

Operating expenses
Depreciation and amortisation
Employee benefit expenses
Materials, services and logistics
Others

Total operating expenses
Profit from operations

Interest income
Finance costs
Exchange gains

Finance income, net

Profit before income tax
Income tax expense

Profit for the period

Total profit attributable to:

Owners of the Company

Other comprehensive income:

Items that may be reclassified
subsequently to profit or loss

Currency translation differences

Total comprehensive income for
the period

Total comprehensive income
attributable to:
Owners of the Company

Earnings per share attributable to
owners of the Company (RMB)
— Basic
— Diluted

The notes on pages 43 to 76 are an integral part of this condensed
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Six months ended 30 June
BZ6H30HIEAAEAR

2016 2015

2016 F 20154

Note RMB’000 RMB'000
B 5T AR® T AREEFIT
(Unaudited) (Unaudited)
(REER) (REEFZ)

16 193,294 278,747
17 82,240 74,324
(470) 77
(35,672) (71,309)
19 (73,946) (74,261)
(45,452) (60,336)
(10,765) (9,851)
(165,835) (215,757)

109,229 137,391

20 5,038 1,977
20 (9,737) (3,699)
20 7,563 5,096
2,864 3,374

112,093 140,765
21 (39,686) (50,784)
72,407 89,981

72,407 89,981
18,836 (2,049)

91,243 87,932

91,243 87,932

22 0.02 0.03
22 0.02 0.03

FRETCANMERABRE TR BEE
BV



Attributable to owners of the Company

KARBEEEM
(Accumulated
deficits)/
Share Capital Retained Total
capital surplus earnings equity
(REHER)/
[N BRER REEF MRS
Note RMB'000 RMB'000 RMB'000 RMB'000
FisE ARETIL ARET T ARETTT ARETIL
(Unaudited) (REBER)
As at 1 January 2016 R2016E1 818 2,034 4,700,281 (110,869) 4,591,446
Comprehensive income HelhE
Profit for the period bl - - 72,407 72,407
Currency translation differences  SMEHTEZS - 18,836 - 18,836
Total comprehensive income SENGAE - 18,836 72,407 91,243
Transactions with owners HTEENRS
Share-based compensation LARR A7 o EHt 2 B 19 (b) = 19,643 = 19,643
Total transactions with owners BRI &ML 54 1E - 19,643 - 19,643
As at 30 June 2016 R2016% 6 A30H 2,034 4,738,760 (38,462) 4,702,332
(Unaudited) (REEER)
As at 1 January 2015 R2015%1 818 51 2,856,420 (53,930) 2,803,001
Comprehensive income FehE
Profit for the period HARRF - - 89,981 89,981
Currency translation differences M H =5 - (2,049) - (2,049)
Total comprehensive income TmeWmAsE - (2,049) 89,981 87,932
Transactions with owners BEEENR S
Capitalisation Issue BRI BT 891 891) - -
Issue of additional shares BTN D 223 (223) - -
Issue of shares for initial public ~ F{TE R AFZEERH
offering 407 1,542,424 - 1,542,831
Share-based compensation LARR A7 B EHt ) 7 B 19 (b) - 21,152 - 21,152
Total transactions with owners i &ML 54 E 1,521 1,562,462 - 1,563,983
As at 30 June 2015 M2015F6 A30H 2,032 4,416,833 36,051 4,454.916

FRETCANMERAGRHE HPMUBE
BV ER o

The notes on pages 43 to 76 are an integral part of this condensed
consolidated interim financial information.
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Six months ended 30 June
BZ6H30HIEAAEAR

2016 2015

2016 & 2015 4F
Note RMB’000 RMB’000
B 5T ARET T AREFIT

(Unaudited) (Unaudited)
(REBEXR) (REEZ)

Cash flows from operating activities & EZHNRERE

Cash generated from operations KEFTBIR S 24 108,474 72,173
Interest paid 2RHE (12,478) (11,437)
Income tax paid ERATEH (4,805) -
Net cash generated from operating KEEEASIR e /55

activities 91,191 60,736
Cash flows from investing activities REFENRESRE
Purchases of property, plant and BEME  WERRER

equipment and intangible assets BB E (340,154) (216,083)
Decrease in term deposits with initial ~ #AHAFR R E = 1E A &9 7F 5

terms of over three months TR 246,000 -
Increase in restricted bank deposits Z PR FIERI T/ SR HN (17,866) -
Proceeds from disposal of property, HEWE - BEMREFTSHIE

plant and equipment 328 87
Interest received B U F 8 4,366 2,095
Net cash used in investing activities KEEEFRAR S5 (107,326) (213,901)
Cash flows from financing activities FEEFHNRERE
Cash paid for listing expenses MEMAZZAHNRE (7,700) (10,844)
Finance costs paid [EANRIEL I (11,055) (3,599)
Net cash used in financing activities RE EENFTRIR SRR (18,755) (14,443)
Net decrease in cash and RERRESEENRLD FHE

cash equivalents (34,890) (167,608)
Cash and cash equivalents at HUNRE MREEEYD

beginning of the period 9 2,309,810 1,099,673
Exchange gains on cash and BRe MRS EBYIE X W

cash equivalents 31,612 74
Cash and cash equivalents at HMRANEERREEEY

end of the period 9 2,306,532 932,139

The notes on pages 43 to 76 are an integral part of this condensed ZFE43ZE76 BRI AHBE A HFHETEE
consolidated interim financial information. FHOERER S
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GENERAL INFORMATION

AAG Energy Holdings Limited (the “"Company”) and its
subsidiaries (together, the “Group”) are principally engaged in
exploration, development and production of coalbed methane
("CBM") in the People’s Republic of China (the “PRC"). The
Company is an exempted company incorporated in the Cayman
Islands with limited liability on 23 December 2014. The address of
the Company's registered office is Floor 4, Willow House, Cricket
Square, P.O. Box 2804, Grand Cayman KY1-1112, Cayman
Islands.

The Group conducts its business through two production sharing
contracts (“PSC") entered into with China United Coalbed
Methane Corporation Ltd. (“CUCBM") and PetroChina Company
Limited for the Panzhuang and Mabi concessions respectively in
Shanxi Province of the PRC.

The Overall Development Plan ("ODP") of the Panzhuang
concession was approved by the National Development and
Reform Commission of the PRC on 28 November 2011, which
allowed the Panzhuang concession to enter into the commercial
development phase. As at 30 June 2016, Mabi concession was
still in exploration phase.

Prior to the incorporation of the Company and the completion of
the reorganisation as described below (the “"Reorganisation”),
the Group's business was carried out by Asian American Gas, Inc.
("AAGI") and its subsidiary Sino-American Energy, Inc. ("SAEI"),
and AAG Energy (China) Limited now comprising the Group. In
the preparation of listing of the Company’s shares on the Main
Board of the Stock Exchange of Hong Kong Limited, the
Reorganisation was undertaken pursuant to which the Group
companies engaged in the relevant business under common
control were transferred to the Company.

Notes to the Condensed Consolidated Interim Financial Information
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Notes to the Condensed Consolidated Interim Financial Information
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GENERAL INFORMATION (Continued)

The Reorganisation involved the followings:

U

On 23 December 2014, the Company was incorporated in
the Cayman lIslands as an exempted company with limited
liability, with AAG Energy Limited, the then parent company
of AAGI and AAG Energy (China) Limited, as its sole
shareholder.

On 30 December 2014, pursuant to a sale and purchase
agreement entered into between AAG Energy Limited and
the Company, the Company issued 835,069,049 ordinary
shares to AAG Energy Limited, as the consideration for
AAG Energy Limited to transfer its 100% equity interest in
AAGI and AAG Energy (China) Limited, together with all
shareholder loans totaling RMB2,629,064,000 due from
AAGI as of that date, to the Company. Upon completion of
the transfer on 31 December 2014, AAGI and AAG Energy
(China) Limited became direct wholly-owned subsidiaries of
the Company and the shareholder loans were converted
into equity.

On 23 June 2015, AAG Energy Limited repurchased and
cancelled all but three of its issued and outstanding
ordinary shares, and in consideration, transferred all the
ordinary shares of the Company held by AAG Energy
Limited to its shareholders in proportion to their respective
shareholding percentage in AAG Energy Limited. The
remaining three ordinary shares of AAG Energy Limited was
held by Mr. Stephen Xiangdong Zou, Baring Private Equity
Asia IV Holding Limited and WP China CBM Investment
Holdings Limited, who are considered as the controlling
shareholders of the Group’s business and each holds one
ordinary share in AAG Energy Limited.

The Company's initial public offering (“IPO") of its shares on the
Main Board of the Stock Exchange of Hong Kong Limited was
completed on 23 June 2015.

AAG ENERGY HOLDINGS LIMITED / 2016 INTERIM REPORT
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BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2016 has been prepared in accordance
with Hong Kong Accounting Standard 34 (“HKAS 34"), “Interim
Financial Reporting”. The condensed consolidated interim
financial information should be read in conjunction with the
annual financial statements for the year ended 31 December
2015, which have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants.

The condensed consolidated interim financial information is
presented in Renminbi (RMB) unless otherwise stated.

Change in accounting estimates

The cost of gas properties is amortised using the unit of
production method. Unit of production rates were previously
calculated at individual well or well group level based on the
proved and probable developed producing gas reserves
estimated to be recoverable from each well or well group. With
effect from 1 January 2016, the Group has applied the unit of
production rates calculated at concession level based on the
proved and probable developed producing gas reserves
estimated to be recoverable from the whole concession.
Management considers that the change in estimate to use the
concession level reserve will be more reflective of the overall
utilisation of gas properties over the life of the PSC. This change
resulted in a decrease in depreciation by approximately RMB34
million. It is impracticable to estimate the impact for future years.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the
annual financial statements for the year ended 31 December
2015, as described in those annual financial statements except for
the adoption of amendments to HKFRSs effective for the financial
year ending 31 December 2016.

Taxes on income in the interim periods are accrued using the tax
rate that would be applicable to expected total annual earnings.

(@) Amendments to HKFRSs effective for the financial year
ending 31 December 2016 do not have a material impact

on the Group.

(b) Impact of standards issued but not yet applied by the entity

Notes to the Condensed Consolidated Interim Financial Information
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Notes to the Condensed Consolidated Interim Financial Information
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3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(i) HKFRS 9 Financial instruments

HKFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. It replaces the guidance in
HKAS 39 that relates to the classification and measurement
of financial instruments. HKFRS 9 retains but simplifies the
mixed measurement model and establishes three primary
measurement categories for financial assets: amortised
cost, fair value through OCI and fair value through P&L. The
basis of classification depends on the entity’s business
model and the contractual cash flow characteristics of the
financial asset. Investments in equity instruments are
required to be measured at fair value through profit or loss
with the irrevocable option at inception to present changes
in fair value in OCI not recycling. There is now a new
expected credit losses model that replaces the incurred
loss impairment model used in HKAS 39. For financial
liabilities there were no changes to classification and
measurement except for the recognition of changes in own
credit risk in other comprehensive income, for liabilities
designated at fair value through profit or loss. HKFRS 9
relaxes the requirements for hedge effectiveness by
replacing the bright line hedge effectiveness tests. It
requires an economic relationship between the hedged
item and hedging instrument and for the 'hedged ratio’ to
be the same as the one management actually use for risk

management purposes.

Contemporaneous documentation is still required but is
different to that currently prepared under HKAS 39. The
standard is effective for accounting periods beginning on
or after 1 January 2018. Early adoption is permitted. The

Group is yet to assess HKFRS 9's full impact.
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Notes to the Condensed Consolidated Interim Financial Information
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3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ii)

(iii)

HKFRS 15 Revenue from contracts with customers

HKFRS 15, “Revenue from contracts with customers” deals
with revenue recognition and establishes principles for
reporting useful information to users of financial statements
about the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity’s contracts
with customers. Revenue is recognised when a customer
obtains control of a good or service and thus has the ability
to direct the use and obtain the benefits from the good or
service. The standard replaces HKAS 18 “Revenue” and
HKAS 11 “Construction contracts” and related
interpretations. HKFRS 15 is effective for annual periods
beginning on or after 1 January 2018 and earlier application
is permitted. The Group is yet to assess the full impact of
HKFRS 15.

HKFRS 16 Leases

HKFRS 16, “Leases” addresses the definition of a lease,
recognition and measurement of leases and establishes
principles for reporting useful information to users of
financial statements about the leasing activities of both
lessees and lessors. A key change arising from HKFRS 16 is
that most operating leases will be accounted for on balance
sheet for lessees. The standard replaces HKAS 17 “Leases”,
and related interpretations. The standard is effective for
annual periods beginning on or after 1 January 2019 and
earlier application is permitted subject to the entity
adopting HKFRS 15 “Revenue from contracts with
customers” at the same time. The Group is yet to assess
the full impact of HKFRS 16.
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Notes to the Condensed Consolidated Interim Financial Information
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ESTIMATES

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgements made by management in
applying the Group's accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31
December 2015, with the exception of change in accouting
estimates that is stated in Note 2.

FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS

(a) Financial risk factors
The Group's activities expose it to a variety of financial risks:
credit risk, market risk (including foreign exchange risk and
cash flow interest rate risk), liquidity risk and concentration
risk.

The condensed consolidated interim financial information
do not include all financial risk management information
and disclosures required in the annual financial statements,
and should be read in conjunction with the Group's annual
financial statements as at 31 December 2015.

Prior to 30 April 2016, the Group was exposed to non-cash
foreign exchange risk arising from retranslation of US$
denominated inter-company loans. To manage the foreign
exchange risk, management decided to execute a debt
restructuring on 30 April 2016 by converting the inter-
company loans into perpetual loans through entering into
perpetual loan agreements between respective group
companies such that the perpetual loans do not bear
interest and the lenders can not request repayment. Upon
completion of this debt restructuring, any foreign exchange
differences arising from retranslation of these US$
denominated perpetual loans are recognised in equity in
the consolidated financial statements.
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FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS (Continued)

(b) Liquidity risk
Compared to 31 December 2015, there were no material
changes in the contractual undiscounted cash out flows for
financial liabilities.

(c) Fair value estimation
The measurement of fair value uses different level of inputs
to valuation technique. Such inputs are categorised into
three levels within a fair value hierarchy as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

. Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

SEGMENT INFORMATION

The chief operating decision-maker ("CODM") has been
identified as the directors and chief executives of the Company
who review the Group's internal reporting in order to assess
performance and allocate resources. The CODM has determined
the operating segments based on these reports.

The Group's operating segments are defined by PSCs, which is
the basis by which the CODM makes decisions about resources
to be allocated and assesses their performance. Condensed
consolidated interim financial statements of the two PSCs have
been separated to present segment information to be reviewed
by the CODM.

The measurement of results and assets of the operating
segments are the same as those described in the summary of
significant accounting policies. The CODM evaluates the
performance of the operating segments of the PSCs based on
profit before income tax, depreciation and amortisation, interest
income, finance costs and exchange gains/(losses) (“EBITDA").

5.

Notes to the Condensed Consolidated Interim Financial Information
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SEGMENT INFORMATION (Continued)
The segment information provided to the CODM for the

reportable segments for the six months ended 30 June 2016 and

2015 is as follows:

(Unaudited)
For the six months ended
30 June 2016
Revenue from external customers

EBITDA

Other income

Operating expenses
Depreciation and amortisation
Interest income

Finance costs

Exchange (losses)/gains
Income tax expense

(Unaudited)
For the six months ended
30 June 2015
Revenue from external customers

EBITDA

Other income

Operating expenses
Depreciation and amortisation
Interest income

Finance costs

Exchange gains

Income tax expense

(Unaudited)

As at 30 June 2016

Total assets

Additions to non-current assets
(other than deferred tax assets)

(Audited)
As at 31 December 2015
Total assets

Additions to non-current assets
(other than deferred tax assets)

(REBER)

BZ 2016 F 6 B30 HIE
ANMEA

DRSS ON

EBITDA

HAapug A

ITEE S

FILEHA

B TR AR

&5 (F518) e

FT{SFiF =

(REBER)

BHZ2015% 6 B30 HIE
NMEA

REINDEFHUA

EBITDA

HAapUg A

e RiE

FBEUA

B TSR AR

R

FTSTim =

(REER)

R 20165 6 A30H

FERBEERE
CEERIREERS)

(&)
M2015%12A31 R
mAE

FERBEERE
CEERIREERSN)
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o EBE R (@)
HZE2016%F M2015F6 A308 1A -
RAEMOBREBTFEELERKEN

DEERAT -
Panzhuang Mabi
concession concession

BHESR EXER
RMB’000 RMB’000
ARBTIT ARETT
193,294 -
219,804 (21,228)
82,240 -
(87,639) (23,251)
(31,844) (2,558)
4,102 89
(1,350) (31)
(1,131) 10,102
(39,686) -
278,747 -
300,911 (19,004)
74,324 -
(117,865) (23,390)
(65,693) 4,321)
1,937 23
(583) (26)

918 4,052
(50,784) -
2,172,065 1,810,910
80,786 140,937
1,948,253 1,653,994
54,462 462,875

Total

#st
RMB’000
ARETIT

193,294

198,576
82,240
(110,890)
(34,402)
4,191
(1,381)
8,971
(39,686)

278,747

281,907
74,324
(141,255)
(70,014)
1,960
(609)
4,970
(50,784)

3,982,975

221,723

3,602,247

517,337
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6. SEGMENT INFORMATION (Continued) 6. PHER @)
A reconciliation of EBITDA to total profit before income tax is EBITDA B [k P 15 5t Al i | 42 58 1 BR 40
provided as follows: I

Six months ended 30 June
BZ6H30HILEAEA

2016 2015

2016 20154F

RMB’000 RMB’000

AR¥T T ARETIT

(Unaudited) (Unaudited)

(REBEZK) (REEZ)

Total EBITDA for reportable segments T 2% % #B#7 EBITDA #%8 198,576 281,907
Headquarter overheads WE A ERY (53,675) (73,207)
Depreciation and amortisation e Ry (35,672) (71,309)
Interest income ESNN 5,038 1,977
Finance costs BATS R AR (9.737) (3,699)
Exchange gains ER G 7,563 5,096
Profit before income tax MR TSR BT 112,093 140,765

Reportable segments’ assets are reconciled to total assets as

follows:

AE2WOMEERBEEHRMOT ¢

As at As at

30 June 31 December

2016 2015

"2016 F 720154

6 H30H 12A31H

RMB’'000 RMB’000

AR®T T AREFTT

(Unaudited) (Audited)

(REER) (F&E%z)

Total segment assets DEVEELARE 3,982,975 3,602,247
Unallocated KROHE

Unallocated cash and cash equivalents RAORIRENEESEEY 1,547,176 1,878,878

Others Hib 7.433 6,640

Total assets per balance sheet BEBBRMTEERSE 5,537,584 5,487,765
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7. PROPERTY, PLANT AND EQUIPMENT, LAND 7. Y% BMERZE - tiEH
USE RIGHTS AND INTANGIBLE ASSETS EREREE

Property,
plant and Land Intangible
equipment use rights assets

L
JSE S . RYEE
RMB'000 RMB’'000 RMB'000
ARBTT AR®ETT ARETR

As at 1 January 2016 MH20165F 1818
Cost AR 3,091,155 14,099 19,651
Accumulated depreciation and amortisation R &HHTE N #§4 (451,241) (1,552) (4,626)
Net book value AREVFE 2,639,914 12,547 15,025
Six months ended 30 June 2016 BZ 2016 %F 6 A30HIE

(Unaudited) A~EA (CREER)
Opening net book value HA¥ER T FE 2,639,914 12,547 15,025
Additions NG 247,888 - 4,810
Disposal — cost HE — KA (2,407) = -

— depreciation — e 1,651 - -
Depreciation and amortisation e R ss (34,536) (141) (995)
Currency translation differences BT E =R 2,245 - -
Closing net book value HRAREDFE 2,854,755 12,406 18,840
As at 30 June 2016 (Unaudited) A 2016 6 A30H
(REER)

Cost D% 3,339,424 14,099 24,464
Accumulated depreciation and amortisation R&HHTE M (484,669) (1,693) (5,624)
Net book value BRMEFE 2,854,755 12,406 18,840
As at 1 January 2015 R201551818
Cost AR 2,439,639 14,099 8,061
Accumulated depreciation and amortisation R &7 K # 5 (310,378) (1,270) (3,048)
Net book value BRmEFE 2,129,261 12,829 5,013
Six months ended 30 June 2015 HZ 2015 6 A30HIE

(Unaudited) NMEA (REER)
Opening net book value EAYIBRE A HE 2,129,261 12,829 5,013
Additions NE 255,487 - 5,548
Disposal — cost HE — KA (335) - -

— depreciation — e 325 - -
Depreciation and amortisation W LY (70,582) (141) (586)
Currency translation differences BT e =5E (496) - -
Closing net book value BASRBR T HEE 2,313,660 12,688 9,975
As at 30 June 2015 (Unaudited) MR2015% 6 A30H
(REEZ)

Cost AR 2,694,536 14,099 13,486
Accumulated depreciation and amortisation R &H1TE [ &4 (380,876) (1,411 (3,511)
Net book value ARENEE 2,313,660 12,688 9,975
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7. PROPERTY, PLANT AND EQUIPMENT, LAND 7.

USE RIGHTS AND INTANGIBLE ASSETS
(Continued)

During the six months ended 30 June 2016, borrowing costs
capitalised in property, plant and equipment amounted to
RMB16,004,000 (Six months ended 30 June 2015: RMB14,090,000)
(Note 20), at the weighted average rate of 6.85% (Six months
ended 30 June 2015: 6.89%) per annum.

The Group's interests in land use rights represent prepaid
operating lease payments. All of the Group’s land use rights are
located in the PRC with remaining lease period of 10 to 50 years.

M BMENRSRE LiEH
EREREEE@

HZE2016F6B30HENEA - EA(L
RE - BERRENEBEIRABAR
# 16,004,000 7T (B2 2015F 6 H30H 1k
ANE A AR #14,090,0007T ) (Bt 5
20) - L HNFEF I ) % 6.85% (# £ 2015
F6A30HENRER : 6.89%)5H8 °

AREER i ERETERIERME
SHEMNR AEENLHEREZE
MAREER - HERSRMRS10E50
o

8. TRADE AND OTHER RECEIVABLES 8. EWERRKRHAEWRK
As at As at
30 June 31 December
2016 2015
2016 F 20154
6A30H 12A31H
RMB’000 RMB'000
AR®T T ARBTT
(Unaudited) (Audited)
(REEEZ) (F#1%Z)
Trade receivables (a) JEMER K (a)
— Related parties — A
— CUCBM — hEEER 18,191 65,288
— PetroChina Company Limited — P EABRARKD
BERAT] 4,548 -
— Others — Hib 69,809 20,368
Notes receivable (b) eI (b) 20,000 23,000
Government grants receivables (c) & WS PR 49 86 ()
— Government — B 160,112 77,873
— CUCBM —HhEBEER = 33,256
— PetroChina Company Limited — FEABRARRNDERAR 2,309 -
Due from CUCBM for cash calls (d) JER R EERIESE () 20,691 17,296
Prepaid expenses, deposits and others FERFX - e REAM 23,233 25,455
318,893 262,536
Less: provision for impairment B OBERE (7,197) (7.,197)
311,696 255,339
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8. TRADE AND OTHER RECEIVABLES (Continued)

(a)

Trade receivables

i)

(ii)

The ageing analysis of trade receivables — due from

FEUR BR X I EL fib FE U R ()

(a) EEWRR

() YIRS

oM — FEULER

related parties: T
As at As at
30 June 31 December
2016 2015
"2016 F 20154
6 H30H 12A31H
RMB’'000 RMB’000
AR®T T AREFTT
(Unaudited) (Audited)
(REBEX) (F&5E%)
Within 3 months =@EAR 22,739 65,288

Note: Trade receivables due from CUCBM represent the cash
collected from external customers attributable to SAEI and
deposited into CUCBM's bank account on behalf of the

Group, which is jointly managed by CUCBM and SAEI.

The ageing analysis of trade receivables — due from

BIEE - REMR TR EER S RV AR TR

WER B MR E P IR P AETR
REAAFA BB E R
FEEIR R R AL B I Ay R B
ERAKRAEENRITRPH

e

(i)  FEUARFRERER DT — BUE

others: b

As at As at

30 June 31 December

2016 2015

N 2016 % 720154

6 A30H 12H31H

RMB’'000 RMB’000

AR¥T T AREETIT

(Unaudited) (Audited)

(REER) (LEZ)

Within 3 months =@EAR 43,648 13,171
3 months to 6 months =ZXME@A 18,964 -
Over 3 years =F L 7,197 7,197
69,809 20,368
Provision B (7,197) (7,197)
62,612 13,171
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8. TRADE AND OTHER RECEIVABLES (Continued)

Trade receivables (Continued)

(a)

(ii)

The ageing analysis of trade receivables — due from

8. EWRMKHEMEWIRE)

(a) FEWARRR (&)

(i)  FEUIRRERE DT — BAE

others: (Continued) f - (48)
As at As at
30 June 31 December
2016 2015
n2016 F 20154
6 H30H 12A31H
RMB’'000 RMB’000
AR®T T AREFT
(Unaudited) (Audited)
(REER) (FeE%z)

Past due but not impaired SRHERBE

Within 3 months =EARN 43,648 13,171
3 months to 6 months ==EA 18,964 -
62,612 13,171

ZE B B EE R REEUER
3R B A I 4 K B TS R #
MBYUREFER RBRERT
KB BB REAIIE - =
EXREAMBHEWRERE
R2016F7 A#ES »

These past due but not impaired trade receivables
related to a number of independent customers for
whom there is no significant financial difficulty and
based on past experience, the overdue amounts can
be recovered. The overdue trade receivables for 3
months to 6 months had been settled in July 2016.

FEWBR R R R BN -

The trade receivables are due upon billing.
(i) HEREEED -

(iii)  Movement of bad debt provision:

Six months ended 30 June

BZE6H30HLA<EA
2016 2015
2016 20154
RMB’'000 RMB’000
ARET T AREFT
(Unaudited) (Unaudited)
(REER) (REEZ)
Beginning of the period TRERH) 7,197 7,197
Addition 1840 = -
End of the period REAR 7,197 7,197
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8. TRADE AND OTHER RECEIVABLES (Continued) 8. EWIRMRH MBI (&

(b)  Notes receivable are bank acceptance with maturity dates (b)
within six months.

(c)  This represents receivables for VAT refund and government (c)
subsidies.
(d)  This represents CUCBM's share of the cash calls for the (d)

development costs of Panzhuang concession yet to be
received from CUCBM.

(e)  Asof 30 June 2016, the carrying amounts of trade and other (e)
receivables approximated their fair values.

el RIEH B2 EIEMIH AR
B SR THE R -

It 7 FE W Ry BB B R B K BT A
B o

It AR B E R D (5 SR B
DENE A T/ P NEIL: <9
SUER ©

N2016F6A308  EWER K&
EmprlismEEmERE AR EE
5 o

9. CASH AND BANK BALANCES 9. BeRRITEER
As at As at
30 June 31 December
2016 2015
R 2016 F 20154
6 H30H 12H31H
RMB’'000 RMB'000
ARET T AREFIT
(Unaudited) (Audited)
(REBERZ) (FeE=Z)
Cash and cash equivalents ReEMREEEY
— Cash on hand — FERE 296 364
— Cash at banks — BITF 2,306,236 2,309,446
2,306,532 2,309,810
Term deposits with initial terms of G EARR R 38 = (i A B9 E BR 73K
over three months - 246,000
Restricted bank deposits (a) SR HEEITIFE () 25,899 8,033
2,332,431 2,563,843
(@) As at 30 June 2016, restricted bank deposits were land (@) M2016F6A30H IR &R 1T

restoration deposits for Panzhuang and Mabi concession.
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10. SHARE CAPITAL 10. IR
Nominal Equivalent
Number of value of nominal value
ordinary ordinary of ordinary
shares shares share
ZER
ZERHE EZEREE ZLHEHEE
Thousands US$'000 RMB’000
TR FEx ARB TR
Issued and fully paid: BEETRHYE -
Ordinary shares of US$0.0001 SA%EE 0.0001 ZETH
each el
At 1 January 2016 and R2016F1 818K
30 June 2016 2016 £ 6 A30H 3,326,780 333 2,034
11. CAPITAL SURPLUS 11. BREH
The capital surplus consist of share premium, share-based BERABBREBRMDER  URHAE
compensation and currency translation differences. MHMEEEITEERE -
12. ASSET RETIREMENT OBLIGATIONS 12. EEREEHK
Six months ended 30 June
BIZ6H30HLAEA
2016 2015
20165 20154
RMB’000 RMB’000
ARBT T ARBTT
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
Beginning of the period REIH 8,409 6,363
Provision B 5 - 34
Accretion expenses RIS 206 161
End of the period TAEAR 8,615 6,558
The asset retirement obligations primarily represent the present BERERKIEZEREABMREENM
value of estimated future expenditures on decommissioning of SRR HEIIE °

gas properties.
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13. BORROWINGS

58

13. &

As at As at
30 June 31 December
2016 2015
2016 F A 20154
6H30H 12H31H
RMB'000 RMB'000
AR¥TR ARBF T
(Unaudited) (Audited)
(RBER) (F81%)
Bank loans, secured BERETER
Between 2 and 5 years WEEHF 430,750 -
Over 5 years AENE - 418,859
430,750 418,859
Annual interest rate FEFI= LIBOR+4.15% LIBOR+4.15%
RBERITREIZE RBIRITRIZE
FEFE+4.15% FEFE+4.15%
Annual effective interest rate ERRFERR 6.85% 6.51%

As at 30 June 2016 and 31 December 2015, the Group's
borrowings were all denominated in US$, which were drawn
down by SAEI. On 8 July 2015, SAEI as borrower entered into an
up to US$250 million senior secured revolving credit facility with
AAGI as guarantor, and with AAGI’s shares in SAEI mortgaged as
security, for a term of 69 months with a final maturity date of 31
March 2021 bearing interest at LIBOR plus a margin of 4.15% for
the first 4 years and 4.65% for the remainder of the facility.

20165 6 A30H K& 201512 8318 »
REBRERIAETTEE - AETHE
JRARIREL - JA2015E7 A8 H - Ak
BARMERBRAGT U ES2508 8%
TRELAARFBEREERE  AlE
ABERE D EBERAUTEEFRER
RERMOEER  MERHOEAR &
REIEIA A2021F3 8310 5NFH
FERBBRITERERE R ZIMNL15%
FIEE - FRFENN S mBERT
RIEEFREFIERIN4.65% F Rt & -

Movements in borrowings is analysed as follows: BREBHTOT -
RMB’'000
ARBT R
Six months ended 30 June 2016 (Unaudited) 2016 £ 6 A 30 HIEAEA (REHFK)
Opening balance as at 1 January 2016 2016 F 1 A 1 BERWIERRR 418,859
Amortisation of financing costs BhE R A 2,957
Currency translation differences HNEHTH 8,934
Closing balance as at 30 June 2016 2016 & 6 B 30 B HIREAEE 430,750
Six months ended 30 June 2015 (Unaudited) 2015 6 A30 HILARBRA (REEXK)
Opening balance 1 January 2015 2015 6 1 A 1 BHEAVIEASE 362,280
Amortisation of financing costs B A A AN 2,210
Currency translation differences HNEEIT B = (325)
Closing balance as at 30 June 2015 2015 F 6 A 30 HEAREREE 364,165
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13. BORROWINGS (Continued) 13. B @)
(@)  The Group has the following undrawn borrowing facilities: (@) AEBEEANTKRERERRSE :
As at As at
30 June 31 December
2016 2015
R2016%F R 20154
6 H30H 12H31H
US$'000 US$'000
FEx FET
(Unaudited) (Audited)
(REEEX) (fezE%)
Expiring beyond 1 year 1 G LA ERIHA 180,000 180,000
(b) As at 30 June 2016, the fair value of borrowings (b) F2016F6H30H ERZ AR
approximated to RMB431 million (31 December 2015: BEORARMKAL31EET(2015
RMB419 million). The fair value is within level 2 hierarchy F12831H : AREE4I9FETT) ©
(Note 5(c)). ZAREBEBEZBAR(MFES(C) °
14. DEFERRED INCOME TAX LIABILITIES 14. EEFIEHREE
The gross movement in deferred income tax account is as BEATISHRR B V@ E B M T
follows:

Six months ended 30 June

BZ6H30BLAEA
2016 2015
2016 F 20154
RMB’000 RMB’000

AR® T ARBTT
(Unaudited) (Unaudited)

(REEEK) (RIQEZ)

Beginning of the period 2347 (76,158) (6,789)
Charged to the consolidated statement of A& fHR A W R

comprehensive income (Note 21) (BFEE 21) (39,397) (19,216)
End of the period iR (115,555) (26,005)
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14. DEFERRED INCOME TAX LIABILITIES (Continued)

60

The movement in deferred income tax account is as follows:

14. EEFMEHREB @)
EEFEHEROESMT :

Income not
Depreciation yet subject
and to tax
amortisation and others Total
BAEMABE
TERE#H Wi R H At #E
RMB’000 RMB’'000 RMB’000
ARB T ARET T ARB T
(Unaudited) (REER)
At 1 January 2016 Rn20165181H8 3,298 (79,456) (76,158)
Charged to the consolidated RE R & W Rk
statement of comprehensive (KFsE 21)
income (Note 21) (16,922) (22,475) (39,397)
At 30 June 2016 " 201656 A30H (13,624) (101,931) (115,555)
(Unaudited) (REEZ)
At 1 January 2015 R2015F1A1H 26,785 (33,574) (6,789)
Charged to the consolidated REaftHRe laR
statement of comprehensive (3% 21)
income (Note 21) (6,099) (13,117) (19,216)
At 30 June 2015 M20155 6 A30H 20,686 (46,691) (26,005)

For the purpose of filing of PRC corporate income tax,
development expenditures incurred prior to commercial
production (as determined by the tax authorities) are tax
deductible over a 8-year period starting from the commencement
date of commercial production; exploration expenditures
incurred prior to commercial production (as determined by the
tax authorities) except for those qualified as production wells are
tax deductible over a 3-year period starting from the
commencement date of commercial production.
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14. DEFERRED INCOME TAX LIABILITIES (Continued) 14. IEZEFTEHREME @)

Deferred income tax expenses mainly relates to government BIEFTSHASY EEHlARNEBHESHNIK
grants which comprise of government subsidies and VAT refunds B TS ER R ST MBI a6
received by the Group, which will be taxable in specified future TR IR B BE TR 15 05 AR Ko b % L B A9 AR E 5k
periods according to relevant tax regulations and regional AR E AR BRI AT R B o
authority.
As at 30 June 2016, the Group did not recognise deferred income MR2016F 6300 » REEWEFRETF
tax assets of RMB105,142,000 (31 December 2015: VERBEEENERATEBRBARE
RMB89,147,000) in respect of the accumulated losses which are 105,142,000 0 (2015 12 A31 8 + AR
related to Mabi concession amounting to RMB420,566,000 (31 #89 147,000 7T ) HERIEL FT BB E A
December 2015: RMB356,585,000). Such losses are tax deductible B #420,566,0007T (201512 A31 8 -
over a 3-year period starting from the commencement date of A R ¥ 356,585,000 ) ° iZ &5 BB R B
commercial production. Due to the Mabi concession is still under BREERBZ ARE=FHENET
exploration stage, no deferred tax assets were recognised on TR0 o AR5 IR SRD R 7 &) 1R
these losses. B HMERZEEERARCHEE
= o
15. TRADE AND OTHER PAYABLES 15. B BRI H B
As at As at
30 June 31 December
2016 2015
2016 F R 20154
6H30H 12H31H
RMB’'000 RMB'000
ARBT R ARETT
(Unaudited) (Audited)
(REEEFX) (BEZ)
Trade payables FERTERR 251,949 341,414
Social securities and other payables FEAR R B Ath AT 3R
— Related parties — BAR
— CUCBM — PERER 1,349 1,000
— PetroChina Company Limited — REE R AR
BRAF 8,917 8,183
— Others — Hy 18,117 39,856
280,332 390,453
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15. TRADE AND OTHER PAYABLES (Continued)

The ageing analysis of trade payables were as follows:

15. BERMRR EMWEARK @
FEA IR RMBRI D HTIN T

As at As at

30 June 31 December

2016 2015

R2016 F #2015 4F

6HA30H 12H31H

RMB’000 RMB'000

AR¥ET T ARETTT

(Unaudited) (Audited)

(REEEX) (FezE%)

Within 6 months NEA A 155,617 303,650
6 months to 1 year NEBRE—% 48,637 10,553
1to 2 years —EME 31,248 20,418
2 to 3years RZE =4 14,071 5,929
Over 3 years =FLAE 2,376 864
251,949 341,414

16. REVENUE

16. WA

REBAA WG KB A EEFERE
REPEEFPHHEEMS

All the Group's revenue is derived through the sale of the
Group's share of CBM sold to customers in the PRC.

17. OTHER INCOME 17. H A
Six months ended 30 June
BZ6H30HB1A@EA

2016 2015
2016 F 20154
RMB’000 RMB’'000
ARET T AREFIT
(Unaudited) (Unaudited)
(REER) (REEZ)
VAT refund (a) BEFER () 24,896 35,372
Government subsidy (b) HBATHE8EL (b) 57,344 38,952
82,240 74,324
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17. OTHER INCOME (Continued)

(a)

The VAT refund is granted by the PRC government
according to “The Notice on Tax Policy Issued by The
Ministry of Finance and The State Administration of
Taxation on Speeding Up The Drainage of Coalbed
Methane” (BB BB B R B4 75 42 /5 B 50 IR AR 2 SR A ER G 2
UK B RE R A)). CUCBM applies for the VAT refund
for Panzhuang concession. The Group recognises its
entitlement based on the Group's share of CBM sold and
when there is reasonable assurance that the amount will be
received.

The subsidy is granted by the PRC government according
to “The Implementation Opinions of Subsidies Granted by
The Ministry of Finance on The Development and Utilisation
of Coalbed Methane” ({84 E AR RSB [E 5k (FLAR) 7 3 A
WA M E M E R )) at RMBO0.2 per cubic meter of the CBM
sold for the six months ended 30 June 2015 and was
adjusted according to “The Announcement of Subsidies on
The Development and Utilisation of Coalbed Methane
during the Country’s 13th Five-Year Plan”"({BER "+ =R"
HARET O 2 SR (RL A ) 5 35 ) A i B AR ME 1O 38 1)) to RMBO.3
cubic meter of the CBM sold commencing 1 January 2016.
CUCBM applies for the subsidy for Panzhuang concession.
The Group recognises its entitlement based on the Group's
share of CBM sold and when there is reasonable assurance
that the amount will be received.

18. PROFIT BEFORE INCOME TAX

Profit before income tax was determined after charging the

17. WA @)

(a) EBRH R EBATREG K
BB SR 548 B BB BRI B 4
REBRKEERENBN)F
H o R [ R 5 B L I R
ERGER - A2 E DRSS
EEEBRRNELRRERLE
WAL E RS R E A -

(o) AL TH A B BN AR 35 B BUEB BE 7Y
BER (FLHT MM AE N ER
ERIEHE 0 2015F6 A 308 1EX
&l A 8 & BTy ARIE P iH & B8 RUI%
BEYHFAARBO2LFTE R
2016F1H1H M 16 B IBC#E R
[+=H ] HFREER (R4 B
FAHBEER B AR
EREREIHFKARKOIT -
FHEEBRAELEIE B -
REECRBERNEEHEERE
RN BEEREZSBATIKDR
MREAMZEMNEE -

18. BREFSBLAT AR

BRPTISBLATE A &R T IR RRE

following: F
Six months ended 30 June
BZE6H30HLAMEAR
2016 2015
2016 F 20154
RMB’000 RMB’000
ARET T ARBT T
(Unaudited) (Unaudited)
(REBEXR) (REEER)
Listing expenses X - 18,645
Operating lease rental expenses R ER Y 6,274 4,508
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19. EMPLOYEE BENEFITS EXPENSES

19. EEEARX

Six months ended 30 June

BZ6H30HLAEA
2016 2015
2016 £ 20154
RMB’'000 RMB’000
AR¥T T ARETIT
(Unaudited) (Unaudited)
(REBEZK) (REEZ)
Wages and salaries ITENES 45,582 45,631
Welfare and other benefits (a) & F) R H A F %S (a) 8,691 7,478
Share-based compensation (b) DA AR A EL R B (b) 19,673 21,152
73,946 74,261

(a) Welfare and other benefits mainly include the (a)

followings:

Housing benefits include the Group’s contributions to
government-sponsored housing funds at rates ranging from

10% to 12% of the Chinese employees’ salaries, subject to

certain ceilings.

Contributions to pension plans are defined contribution
pension plans organised by the municipal and provincial
governments at a rate of 20% of the Chinese employees’

salaries, subject to certain ceilings.
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19. EMPLOYEE BENEFITS EXPENSES (Continued)

(b) Share-based compensation

19.

EERAMBEXZ @)
(b)  LARS 9 25 EL B 1 5 B

Six months ended 30 June

BZE6H30RLIEAEA
2016 2015
2016 20154
RMB'000 RMB'000
AR%T T ARETT
(Unaudited) (Unaudited)
(REEEZ) (REEER)
Share-based compensation VARG A7 7 EE 70 A S B
— Pre-IPO Share Option Scheme (i) — BRARBEEAE
PciERt & (i) 12,648 21,152
— Post-IPO Restricted Share Unit — BRARBERZRHI
Scheme (ii) R tr BB R (i) 7,025 -
19,673 21,152
— Cash settlement in lieu of — IR EHEREETRGD
issuing shares (30) -
Net amount credited to capital surplus 5t A& RE K EEE 19,643 21,152
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19. EMPLOYEE BENEFITS EXPENSES (Continued)

Share-based compensation (Continued)

(b)

66

(i)

Pre-IPO Share Option Scheme

The “2012 Pre-IPO Share Option Scheme”
the pre-IPO share option scheme adopted by the
board of directors of AAG Energy Limited on 15 June
2012 which was modified in October 2014 and
replaced on 31 March 2015, namely the “2015 Pre-IPO
Share Option Scheme”. The vesting conditions of the
unvested options under the 2015 Pre-IPO Share
Option Scheme is (a) 50% shall vest at the rate of one
half for each 12-month period commencing from 1
January 2015 if the relevant employment date is on or
prior to 1 January 2014; or one third for each
12-month period commencing from the relevant
employment date if such date is after 1 January 2014,
(b) 50% shall vest upon achievement of KPI-linked
non-market conditions and are divided into three
equal installments with each vested at the rate of one
half for each 12-month period commencing from 1
January 2015 if the relevant employment date is on or
prior to 1 January 2014; or one third for each
12-month period commencing from the relevant
employment date if such date is after 1 January 2014.

refers to

Movements in the number of share options
outstanding and their related weight average exercise
prices are as follows:

19. EERARAX &)
(b) ukﬁ%gwm%w

(i)

price in US$

BRTEE

Eﬂﬂﬁﬁ%mﬁﬁ%#g
[2012F B R AHZEERIER
T2 B ERRER AT
FEEEN2012F6 158
M) E R FEE BT AR
sHE| - WH 2014510 AEE
&3] - 20153 A 31 H %
[2015F B R ARZEERIER
HEFTE ] B 2 2015F B X
AAZENBERETEET
B oK 57 B B AR i 10 55 BB 1 1
5 (2)50% % ({4 FE B8 12 1% B &P
AB2014FE1 A1 ZR1) B
20154F 1 A1 HEFIAETE R
F1IR2EABME=_S 22—t
PR - k(WBE@BRH AR
20141 A1H 2% ) B HEH
EEBRBRGBFTENE 12
BHRZE=92 OIS
(0)50% 8 P EE K B S S 48 8
EHREMHEHERE -
W E=%5 =5 (HiER
B B8 H8 A2014F1818
k7 AT) 8201551 818 #
FEETE & 1218 B Hifk %
—HAZ—thHIRE - k(wE
B8 H 5 & R2014F181H
;ﬂ@@m@ﬁﬁaﬁﬁﬁﬂ

e 2@ABEE=22
— LB -

WARITEB RS E RHEE
B INiE T EENEE M
T

Number of
share options
(thousands)
BREHE
(F4)

Exercise
per share

(X7m)

As at 1 January 2016
Cancelled
Forfeited

Bt
221

MR2016F1H1H

0.151
0.151
0.151

238,657
(398)
(5,255)

As at 30 June 2016

M 2016 F£ 6 A 30 H

233,004

As at 30 June 2016, the Company had 233,003,815
share options outstanding with exercise price of
US$0.151 each and expiry dates between 2018 and
2023, of which 147,592,816 options were exercisable.
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19. EMPLOYEE BENEFITS EXPENSES (Continued)

Share-based compensation (Continued)

(b)

(ii)

Post-IPO Restricted Share Unit Scheme

On 18 December 2015, the Company announced the
granting of restricted share units (“"RSUs”) to certain
grantees of the Group in accordance with the Post-
IPO Restricted Share Unit Scheme conditionally
approved and adopted by the Company on 5 June
2015. The acceptance letters of RSUs to the grantees
were signed on 31 January 2016. The vesting
conditions of the RSUs under the scheme is (a) 50% of
the RSUs will be time-based and shall vest at the rate
of one fourth (1/4) for each 12-month period
commencing from 31 March 2016; and (b) 50% of the
RSUs shall be KPI-linked and shall be divided into
three equal instalments with each vested at the rate
of one fourth (1/4) for each 12-month period
commencing from 31 March 2016.

The fair value of RSUs is determined by the closing
price of HK$1.16 per share as quoted on the Stock
Exchange on 31 January 2016. Movements in the
number of RSUs outstanding are as follows:

19. EERARAX &)
uﬂxﬁaﬁ%gwmﬁm %)

(b)

(ii)

HXAABERERS
VR |
201512 18 8 » AR &R
B R2015F6 A58 B 1§ 1+
HEREMHE X AREE
1% SR I B 10 BE L 5T Bl ) A
EEETABRAR IR
B 17 B A ([ S BR #l B% 15 2
7)) o BUEE A/ R § %
DB X 201651 A
JMNHEREZE-FEETHNT
PRSI 1D BB IR A
()so%XﬁE%IJH&P“uHﬂ;z
B EEE - 5201653
A31 BB EmE 12
BEARZIM S 2 — (1/4) B3l
58 0 K (b)50% X BR i i 15
BAI/AMEEIREERITE N
BESR=%H  BHI%A
20163 A3 BERKTE
RE121E B BEEED 2 —
(1/4) L BI5R 8 -

PR 75l Bz 12

ZRBIBDEM AR BER
201641 A 31 H B X2 BT P 4R
W BERI1I6BITET -
i® AR IT 1 52 PR I A% 15 B AL Bk
BREsiunT -

Number of

RSUs

(thousands)

FREIRD

BN#E

(F6)

As at 1 January 2016 MN201651A81H -
Granted (31 January 2016) BEd (201651 A318) 41,064
Forfeited 2RI (851)
As at 30 June 2016 A 2016 % 6 B30 B 40,213
As at 30 June 2016, the Company had 40,213,996 BR2016F 6 A308 » AR A

RSUs outstanding with no exercise price each and no BATIEINE IR i AR 1 B8 iz
RSUs were exercisable. 40,213,996 17 + I £ 17

B JMEA TITENX R
B EEfL -
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20. FINANCE INCOME, NET

20. BAESRA - FHE

Six months ended 30 June
HZE6H30RIEAEA

2016 2015
2016 F 20154
RMB’'000 RMB'000
AR¥T T AREEFIT
(Unaudited) (Unaudited)
(REBERZ) (REEFEZ)
Interest expense of bank borrowings RITRERFEHEZ (16,004) (14,090)
Bank loan commitment fee RITEFEHER (9,566) (3,538)
Accretion expenses of asset BEZRERBRIERX
retirement obligations (171) (161)
Subtotal IINEF (25,741) (17,789)
Less: amounts capitalised on W EEREEERNLERE
qualifying assets (Note 7) (M5E7) 16,004 14,090
Finance costs IR DN (9,737) (3,699)
Interest income MBI A 5,038 1,977
Exchange gains ER G 7,563 5,096
Finance income, net BRSO - FEE 2,864 3,374
21. INCOME TAX EXPENSE 21. FTEREX
Six months ended 30 June
BZE6H30B1EA@EA
2016 2015
2016 £ 20154F
RMB'000 RMB’000
ARET ARETIT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Current income tax BIHAFR S AR (289) (31,568)
Deferred income tax (Note 14) EIEFRSRL (Fi7E14) (39,397) (19,216)
(39,686) (50,784)
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21. INCOME TAX EXPENSE (Continued)

(a)

The Company was incorporated in the Cayman Islands as
an exempt company with limited liability and, accordingly,
is exempted from payment of local income tax.

No provision for Hong Kong profits tax has been provided
as the Group did not derive any assessable profits in Hong
Kong during the period.

AAGI and AAG Energy (China) Limited, which were
incorporated in the British Virgin Islands under the
International Business Companies Acts of the British Virgin
Islands, are exempted from payment of local income tax.

SAEI, which was incorporated in the Samoa Islands under
the International Business Companies Acts of the Samoa
Islands, is exempted from payment of local income tax.

Corporate income tax in the PRC is calculated based on the
taxable profit of branches established in the PRC.
According to the PRC Corporate Income Tax Law
promulgated by the PRC government, the tax rate
applicable for the PRC branches of the Group's subsidiaries
is 25%.

The tax on the Group's profit before tax differs from the
theoretical amount that would arise using the applicable
tax rates as follows:

21. R W@

(a)

ARRERS B BEMRL SRR
RBERAT  ALERLHRE N
PrS®t °

HARAEERHE L ER TG
EAERBEN - RL BT REE
ST AE -

BEABERRFESEEEENT
ERABER TSR
E K BE K E R RAAG Energy
(China) Limited ¥ %A % 8140 & b BT
185 -

RIBEE G HEBEBREERRDER
EEGRBEMAIAETERA
RIERRHMNEHAAEH -

PR RMSRIIRER A BRI
B D R B ERT G MFE - RIF
B AR A R BB K FTSR
% AEERBARNTED QA
F3E P R /5 25% ©

S B TS B AT 2 I BB SR
REABEHENRRBEAT
BT

Six months ended 30 June

BZ6H30R8IEAEA
2016 2015
2016 F 20154
RMB’'000 RMB'000
AR®T ARBTFT
(Unaudited) (Unaudited)
(REEEX) (REEER)
Profit before income tax TSR R 112,093 140,765
Tax expense calculated at applicable  1ZEAMHR R ENFIIEMS
tax rates (22,1006) (53,419)
Tax losses with no deferred income RIERELEFEHEERN
tax assets recognised TIEEE (15,995) (4,767)
Expenses not deductible for AT 2
taxation purposes (1,296) (1,441)
Income not subject to tax HERTUA - 8,843
Others Hith (289) -
Income tax expense FrisBifX (39,686) (50,784)
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22. EARNINGS PER SHARE

(a)

Basic (a)
The basic earnings per share is calculated by dividing the

profit attributable to owners of the Company by the

weighted average number of ordinary shares in issue during

the six months ended 30 June 2016.

For the purpose of presenting earnings per share, the
weighted average number of ordinary shares for each of
the periods was determined by taking into consideration
the issuance of shares by capitalisation issue and additional
issue by way of debit to the capital surplus account upon
the Listing as if these issuance of shares had occurred at the
beginning of the earliest period reported.

22. BRBF

I=WN
BREABF VRN R BB EE
1l % ) BR AR 8 2= 20169 6 A 30
B~ A BT @k 2
BEETESH -

REVNGEREN - SHFE EEK
MEFHEE - That REARLETT
RRE BB AE A BRIRE
BINEITZBOTROAESH - B
WZER NN RS PRI 7%
1T

Six months ended 30 June
BZ6H30HIEAXEA
2016 2015
2016 £ 20154F
(Unaudited) (Unaudited)
(REBEX) (REEER)

Profit attributable to owners of RRABIFTEE BT

the Company (RMB'000) (AR®ETFT) 72,407 89,981
Weighted average number of ordinary B 277 EBEA 2 1K FIHE

basic shares in issue (Thousands) (FR%) 3,326,780 2,683,971
Basic earnings per share (RMB) FlREAERN (AREET) 0.02 0.03
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22. EARNINGS PER SHARE (Continued)

(b)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has share options and RSUs
outstanding which are potentially dilutive. The number of
shares that would have been issued assuming the exercise
of the share options and RSUs less the number of shares
that could have been issued at fair value (determined as the
average market price per share for the period) for the same
total proceeds is the number of shares issued for no
consideration. The resulting number of shares issued for no
consideration is included in the weighted average number
of ordinary shares as the denominator for calculating
diluted earnings per share.

22. ERERN )

(b)

e

B ERN IR RREBRMAE
F#E T BRRERRDBITEBR
RN FHEEESH - ARFA
BRITRBRERZRBRDEMR
BEEETE  BRENERZR
il B ) BE AL JE AT (B FE 2 AT HORX
BB R AT iR A e B 1A (IR HERE
HRER AN EEE) EITHK
8B - FTSHRMEKIERE
REEBRITORMNEE - AMESL
FY B BT RO BB R A E BN
BFEBIERDE - Ut EERE
SBEF -

Six months ended 30 June

HZ6H30RIEAEA
2016 2015
2016 % 20154
(Unaudited) (Unaudited)
(REEEFX) (REEEZ)
Profit attributable to owners of the RATIFAEEEGRT
Company (RMB’000) (AR®TT) 72,407 89,981
Weighted average number of ordinary 23772 INEFHE
shares in issue (Thousands) (F%) 3,326,780 2,683,971
Adjustments for assumed conversion of RaREEH 8RS HE N 2[R IR (9
share options and RSUs (Thousands) BAMFARE (TI%) 4,780 74,167
Weighted average number of ordinary 5t & ICEEE 2 | 69 IN#E F 15
shares for diluted earnings per share  E@IREE (FA%)
(Thousands) 3,331,560 2,758,138
Diluted earnings per share (RMB) FREERN (ARET) 0.02 0.03
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23. DIVIDENDS 23. BE
No dividend has been paid or proposed by the Company during KABREZE20165F 6 A30H 1F/~1E A
the six months ended 30 June 2016. I AR SR AR S
24. NOTES TO THE CONDENSED 24. EREHFHRENERMET
CONSOLIDATED INTERIM STATEMENT OF
CASH FLOWS
Reconciliation of profit before income tax to cash generated from B FT1S BB i 1) B AC 2 P15 3R € YT BR -
operations:
Six months ended 30 June
BZ6H30R8IEAEA
2016 2015
2016 F 20154
RMB’'000 RMB’000
AR®T T AREBTFT
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Profit before income tax xBTS A A& A 112,093 140,765
Adjustments for: RTHSIBEHFE
Depreciation (Note 7) e (Hx7) 34,536 70,582
Amortisation (Note 7) B (fHEE7) 1,136 727
Losses/(gains) on disposals of property, HEWE - BEMEREN
plant and equipment &8 (W) 452 (77)
Interest income FEWA (5,038) (1,977)
Finance costs BT R AR 9,737 3,699
Exchange gains ER R € (5,971) (2,473)
Share-based compensation (Note19(b)) DAR& 9 B EL 1t 60 S
(7 19(b)) 19,643 21,152
Listing expenses (Note 18) A (BI5E18) - 18,645
Changes in working capital: LEESED
Increase in inventories ZEEN (784) (178)
Increase in trade and other receivables J7E it B 2 K2 EL A B U RR g AN (50,868) (110,074)
Decrease in trade and other payables JE ST BR FR N E A A5 RO D (6,462) (68,618)
Cash generated from operations SRR 108,474 72,173
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25. COMMITMENTS

(a)

(b)

Capital commitments

25. &iIE

(a) EAXEILE

As at As at
30 June 31 December
2016 2015
R 2016 F R 20154
6HA30H 128318
RMB’000 RMB’000
AR¥T T AREFTT
(Unaudited) (Audited)
(REEEX) (fezE=%)
Contracted but not provided for: ERT4BAREME
Property, plant and equipment ME - BB &R 427,768 338,253

Operating lease commitments

The Group leases office premises from non-related parties
under non-cancellable operating lease agreements. The
future minimum lease payable under non-cancellable
operating leases contracted for at the balance sheet date

(b) REHERE

AEBREN AL EHE W
FZERAB T AR AEYE - TF]
B2 HETREERERNE
AR RS BB AR R SEENTE

but not recognised as liabilities, are as follows: EXBEIOT
As at As at
30 June 31 December
2016 2015
R2016 £ #2015
6HA30H 12H31H
RMB'000 RMB'000
AR%T T ARBTT
(Unaudited) (Audited)
(REBEX) (&%)
Within 1 year —FR 12,044 14,358
Between 1 and 5 years —FERF 10,149 15,580
22,193 29,938
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26. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, control the other party or exercise significant
influence over the other party in making financial and operation
decisions. Parties are also considered to be related if they are
subject to common control. Members of key management and
their close family member of the Group are also considered as
related parties.

(a) The following companies are related parties of the
Group during the six months ended 30 June 2016:

26. BB R 5
W= BN ERIEEEN S — %
BHR—TOREREERREMNEKRF
B85 RIBRSEE T o XARESH
AL A REHT - AKREETEEE
AB REITRZR G B IR SRR TS o

(a) REBZE2016F6A30R Ik <
BA TNIARATARAKENE
B

Names of the related parties

RS B

CUCBM
bR

PetroChina Company Limited
PEAHRARBRN GRAT

Xilingol Haitian Dibiao Minerals Co., Ltd.
("Haitian Dibiao”)
HMBENGRIZREEBER AT (ERMEZE])

Inner Mongolia Qing Yu Minerals Co., Ltd.
("Qing Yu")
NERHEFTEXBERAR ((BF))

Shanxi Meiya CBM Technology Consultancy
Co. Ltd. ("Meiya”)
WPaE SR BRI A AARAR ([X3E))
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Nature of relationship

RELE

PSC partner of Panzhuang concession

BHBRBERDKARAEA

PSC partner of Mabi concession

BYBRBERDIKERAREA

Under common control until 22 June 2015
BEZE 2015 F 6 A 22 B HREZH)

Under common control until 22 June 2015
HZE 2015 % 6 A 22 B A=

Under common control until 22 June 2015

BZE 2015 F 6 A 22 B HEEH
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26. RELATED PARTY TRANSACTIONS (Continued) 26. BEEARXZ (#)
(b) HEABLIWEARS

(b) Significant transactions with related parties

Six months ended 30 June
BZ6H30HILEAEA

2016 2015
2016 F 20154
RMB’'000 RMB'000
AR® T AREFIT
(Unaudited) (Unaudited)
(REEXK) (REEZ)
Services received B AR TS

— CUCBM — FEEER 2,074 1,876

— PetroChina Company Limited — R EEBRAZRSD
AR AA 3,260 3,004
— Haitian Dibiao (Note) — R HAZ (B5E) = 7,500
— Qing Yu (Note) — BF(Kish) = 3,250
— Meiya (Note) — 5 () = 1,020
5,334 16,650

Note: These transactions with Haitian Dibiao, Qing Yu and Meiya were
completed before 23 June 2015, being the date of the Company's
IPO.

(c) Key management compensation:

MisE © EERMIE BFREDHNZERS
BER2015F6 A23H (AR R HXA
FIEEE R ) ATSEAK ©

() EEEEBAEHMH:

Six months ended 30 June

BZ6H30RBIAXEA
2016 2015
2016 20154F
RMB’000 RMB’000
AR¥T T ARETIT
(Unaudited) (Unaudited)
(RESEZX) (REEER)
Basic salaries and allowances HoR# & EEL 11,744 6,759
Discretionary bonuses BB TEAL 3,007 3,619
Share-based compensation AR A Bt 60 7 11,902 15,284
Other benefits including pension EmEF (BHERKE) 2,221 1,168
28,874 26,830
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27. SUBSEQUENT EVENTS

On 26 August 2016, the Company announced to relinquish the
right to exercise the Inner Mongolia Option pursuant to the
relevant option agreements, under which the Company has the
exclusive right to participate as the only foreign investor for the
relevant projects in Inner Mongolia by entering into production
sharing contract or any other similar forms of arrangement as
allowed under relevant PRC laws and regulations at the time. No
consideration is required to be paid by the Company for the
relinquishment.
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27. BREIR

20168 A26 B + "R R iR 5 45 B3
BREDERETEAST T HENE
Fle ZERERZE FTARABRE
BB VERMOKNAERRERE
B8 R B A2 ROR AR At B AR E A FR L
EAWLHE - LAE—INBIIREE FHE
HARHIEBEEE - ARRBARZE
TE SRR o
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