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Company at a Glance

QA FN

AAG Energy, the Leading
Independent CBM Producer in China

DXRER ' PEIRERITRNELE

Our Vision FE=

To be the leading independent E&P
platform in Asia.

BIER R TNRER LR

Mission f& ap
ISSION AP

We are committed to providing a
superior rate of return on our
shareholders’ investments in a socially

responsible and environmentally
sustainable way.
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About AAG Energy Holdings Limited

AAG Energy Holdings Limited is an international energy company and a
leader in China’s coalbed methane ("“CBM") exploration and development
sector. It focuses on developing and optimizing the value of
unconventional gas resources to supply clean energy to the Chinese
economy. AAG Energy’s key operating assets, Panzhuang and Mabi
concessions, are located in the southwestern part of Shanxi province in the
Qinshui Basin, which boasts the largest proved CBM geological reserves of
any basin in China. AAG Energy’s Panzhuang concession in partnership
with China United Coalbed Methane Corporation Ltd., is the most
commercially advanced Sino-foreign CBM asset in China and the first Sino-
foreign CBM cooperative project to have entered full-scale commercial
development and production. The Project has a designed annual
production capacity of 500 million cubic meters. AAG Energy’'s Mabi CBM
Project Phase | in partnership with PetroChina received the preliminary
Overall Development Plan (“ODP") approval from NDRC in November
2013. The designed commercial scale capacity of Mabi Phase | is 1 billion
cubic meters per year. With proven ability to commercialize CBM and a
highly-respected management team, the Group has attracted support from
leading international and Chinese investors.
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About This Report
BERAHRE

The board of directors of AAG Energy Holdings Limited guarantees
that this report does not contain any false data, misleading statements,
or major omissions, and takes full responsibility for its authenticity,
accuracy, and completeness.

AAG Energy Holdings Limited
June 2018

e  Time Period
This report covers data from 1 January 2017 to 31 December
2017. Some content exceeds this scope. In the 2016 AAG Energy
Holdings Limited Annual Report, we disclosed our environmental,
social, and governance information for the first time. This report
is our first standalone report, and reports of a similar nature will
be released on a regular basis in the future.

e  Scope of the Report
This report includes AAG Energy Holdings Limited and our two
subsidiaries, Sino- American Energy Inc. and Asian American Gas,
Inc.

e  Data Specifications

Data were mainly sourced from official documents, statistical and
financial reports of the Company, as well as the environmental,
social, and governance information collected from the Company'’s
statistics, summaries, and audits. This report is available in Chinese
and English. If there is any conflict or inconsistency between the
two versions, the Chinese version shall prevail. Unless otherwise
stated, the currency used is the Chinese Yuan (CNY).

e  References
This report was prepared based on the Environmental, Social,
and Governance Reporting Guide of HKEx. We also referred the
Sustainability Reporting Guidelines (G4) issued by the Global
Reporting Initiative (GRI).

e  Reporting Specifications
Throughout this report, AAG Energy Holding Limited may be
referred to as "AAG”, "the Company”, and “We".

e Access to the Report
This report and information about our sustainable development
activities can be accessed in the ‘Sustainable Development’ section
of the AAG official website (http://www.aagenergy.com/zh-CN/).
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Statement from the Chairman

EFLESY

2017 was a remarkable year for AAG. It was mainly based on the
Company’s robust business performance, including outstanding
operations, competitive technical capabilities, strict cost control, and
the management and workers possessing executive ability. Fulfilling
corporate commitment to safety, environment and sustainable
development on all fronts, Panzhuang and Mabi concessions saw a
double-digit growth in their production and sales and cost dropping
significantly. All this further consolidated our leading position in
China’s CBM industry. None of these achievements could have been
made without the concerted efforts of our employees, partners and
other stakeholders.

Nowadays, the trend of low carbon in global energy consumption is
increasingly obvious. Natural gas will play an important role in
converting high carbon to low carbon in global energy consumption
with its development significantly faster than coal and oil. Since the
implementation of the 13" five-year plan, the development of China’s
natural gas industry has stepped into a “new era”. The Chinese
government implemented the “coal-to-gas” policy in 2017. The policy
directly promoted the growth of natural gas in terms of both demand
and price, which was particularly noticeable in winter. The policy led to
a 16% increase in total demand of natural gas compared to 2016. In
2018, the National Energy Administration will take further measures to
encourage natural gas production and market reforms. These measures
will support AAG to continue growing as China’s leading CBM
producer, reaching new heights in production and sales. We also have
confidence in sustaining cost control and profitability increase,
providing clean energy to communities, while bringing more returns to
shareholders and other stakeholders.
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Statement from the Chairman

EFLESY

The CPC 19" Congress introduced the objectives and requirements of
"speeding up reform of the system for developing an ecological
civilisation, and building a beautiful China”. It strongly promotes green
development by spurring the development of energy-saving and
environmental protection industries as well as clean production and
clean energy industries. As a source of clean energy, the market
development of CBM is in line with this national policy orientation. As
a leading international energy company in the field of China CBM
exploration and development, we have been making contributions to
the sustainability of our country and society in the course of clean
energy exploration and CBM business operation. In the meantime, we
prioritise our own corporate sustainability in both business and
management. On the one hand, we produce clean energy; on the
other hand, we ensure employees’ health and safety and give back to
society.

Safety is always our top priority. Protecting and improving the health
and safety of personnel and the environment is one of the core values
of AAG. We believe that occupational diseases, accidents at work, and
environmental hazards are all preventable. We are doing our utmost to
create a workplace without any accidents. In 2017, we achieved
significant performance in health, safety and environment (HSE) and
achieved a safety performance of zero accidents — no recordable
accidents or lost time incidents happened during the year. In this
regard, we have received many rewards and honors for safety and
environment protection from the local government, which are the
greatest recognition of the joint efforts of our employees and
stakeholders.

We always regard employees as the core asset of the Company. They
play a pivotal role in our achievements in the CBM industry. Committed
to urging all employees to live up to their potential, we provide them
dynamic and effective training programs and career development
planning, so that they can see their professional improvement, draw
satisfaction from work, and contribute to the Company to the greatest
extent possible. We will continue our endeavor to create a sound and
people-oriented corporate culture and a safe and healthy work
environment for our employees, while practicing our core values
throughout our operations.

[T AR R THNRAERE BRI E - &R
XETHEWRREER - KIREHEESS
BRI AMERRESR  FREEEX B
BELRER - RERIERBRLR - HmigH#
REABERBERER - (FR—RETEKER
BIRA B EHEN AT NBERERAR -
HERRERAR REREHELNBIET -
BMABER  HENAHERREGERE S
HE - R REBREEL  BAWEIED
XEHNABEER  ERTBRERNAR
REBTHWRERLZE YEEHTE -

REKESRMANEEEE  REABNRE
MR 2 RRENHERFEZ R REROZOE
BEfz— BBERER  THFH  RER
SR AATEDN - B LOENMAE—
EEAE =R THERE - 2017 F - EXER
EREFE - ZE2MEBRR(HSED TERBEH
VEHFEFEERNR AN — AT ER
FNBPRATHEREH KT ARRMAEELR
EMBRRTEZ AR EWBFNRLE - Gt
EHRPEAE TMERMNE T KRS &
RFBH] e

HM—MIEE TR AR ANEZOEE 81
BREMERBRITRIEROBERER
— e BABORNEEMBEE T HFEEZKE
Bt RETRHUEGARNEIMBEIRR
FhE EEINTFPESRERENRET
RIERmER  YHRAREHWARAMEE
Bl o RPTBEEB NN EERTN - UABK
MARIXIEAE - RETAIZR2FEENT
FRE - BRARROEEBREFNRRMESRE
BERE -

TRERZERERAR /2017 FrAIHERRERE 5




Statement from the Chairman

EFLESY

2017 was also a year that witnessed AAG's refocusing on community
responsibility and our promotion of local economies. We actively paid
taxes to support local economic development. Under the same
conditions, we preferentially selected local employees and suppliers
and gave them training to support their development. We put a high
value on giving back to the community by actively participating in
public service and volunteer work. In 2017, AAG donated
approximately RMB 543,500 to public service for communities.

In 2018 we still face challenges. Based on our outstanding
achievements in all aspects in 2017 and our current solid financial
strength, we have confidence in the realization of our goals and vision
for the future. We are fully aware that our mission is to bring rewards to
shareholders in a manner responsible for society and environment, and
to actively take on corresponding social responsibilities. In the future,
AAG will base itself more on national strategies, pay attention to
environmental benefits, national economy and people’s livelihood, and
join hands with partners to face up to the challenges posed to society,
energy, and the environment. We will continue to provide new clean
energies to residents and industrial users by the development of CBM.
We will continue to integrate the concept of sustainable development
into our operations and make our contribution to the construction of
ecological civilization and sustainable development of the communities
where we operate.

Hence, on behalf of the Board of Directors and shareholders, | would
like to express my heartfelt gratitude to our employees and other
stakeholders for their joint efforts in achieving our goals of sustainable
development in 2017!

b

Stephen Xiangdong Zou
Chairman
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About Us
B8 1A 3 1M

1.

About Us

1.1

AAG Brief

AAG Energy Holdings Limited is primarily engaged in
coalbed methane (CBM) exploration and development, and
is a leader in China’'s CBM industry. As an international
energy company that regards sustainability, social
responsibility, and environmental protection as its top
priorities, we place great focus on developing and optimising
the value of unconventional natural gas resources to supply
clean energy to China.

AAG's key operating assets mainly includes two CBM
concessions: Panzhuang and Mabi. Both concessions are
located in the southwestern part of the Qinshui Basin, in
Shanxi, China, which boasts of the largest proven CBM
geological reserves of any basin in China. AAG has partnered
with China United Coalbed Methane Co., Ltd. (CUCBM) and
China National Petroleum Corporation (CNPC) to develop the
Panzhuang and Mabi concessions in Shanxi Province
respectively.

The Panzhuang concession, developed by AAG in partnership
with CUCBM, is the most commercialised Sino-foreign CBM
asset in China. It is also the first Sino-foreign CBM project in
China that realised overall commercialised development
with a planned annual production capacity of 500 million
cubic meters. The ODP Phase | of the Mabi CBM project in
partnership with CNPC received preliminary approval from
the National Energy Administration in November 2013 and
has a projected commercial capacity of 1 billion cubic
meters/year in its first phase.

Based on reports issued by Netherland Sewell & Associates
Inc. (NSAI), an independent reserve certification company.
AAG's net 1P and 2P natural gas reserves as at 2017 year
end are 153.0 bcf and 617.6 bcf respectively, which
represents a 43% increase over the net 1P of 107.2 bcf at
2016 year end, and an 12% decrease from the net 2P of
697.8 bcf at 2016 year end.
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1.2 Key Sustainability Awards
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2017 "Best in ESG Awards” (Small Market Capitalization
Category), presented by BDO Limited

2017 "Excellent Enterprise in Environmental Protection
Work Implementation”, presented by the People’s
Government of Jincheng, Shanxi Province to Asian
American Gas, Inc.

2017 "Advanced Collective in Production Safety”,
presented by the Qinshui Coal and Coalbed Methane
Industry Bureau of Jincheng, Shanxi Province to Asian
American Gas, Inc.

"Green Leadership Category, Asia Responsible
Entrepreneurship Awards” for 2016, presented by
Asian Business Association

"Finance Asia Achievement Award — Best Project
Finance 2015", presented by Finance Asia

“Best Oil and Gas Deal in Asia Pacific 2015", presented
by IJGlobal Awards

"2015 Best Green Trade Enterprise in the Asia-Pacific
Region”, presented by Asia Pacific Oil and Gas
Commission

"Nobel Laureate Series — Social Caring Awards for
Green Excellence”, presented by the Institute of
Social Enterprise

1.2
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Sustainable Operations

RFEES

2. Sustainable Operations
As a leading international energy company in CBM exploration

and development, AAG focuses on developing and optimising

the value of unconventional gas resources to supply clean energy

to China. We adhere to the concept and culture of promoting the

synergetic development of the economy, society, and

environment. As such, we conduct operations in a socially and

environmentally responsible manner to pursue sustainable

development.

2.1 Mission and Strategy
2.1.1 Our Mission

We are committed to providing a superior rate of
return for our shareholders’ investments in a
socially responsible and environmentally
sustainable manner.

We aim to contribute to China’s economic
growth by supplying commercial quantities of
coalbed methane, a new source of clean and
economically efficient energy, to local communities
and industries.

We aspire to maintain the highest safety standards
across all our business functions.

We are committed to developing an outstanding
management team that endeavours to realise our
Company’s vision as well as enhance the well-

being of our employees.

We respect each one of our employees who we
regard as key assets of the Company, and thus
proactively provide training for their career
development.

2.
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Sustainable Operations
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2.2

2.1.2 Our Growth Strategy
The Company has ample cash-on-hand and a focused
growth strategy. We will maintain our competitiveness
by implementing the following strategies:

° Acquire in-production and in-development
assets of relevant scale and quality.

o Push to realize exploration potential and
synergies through operating acquired assets.

o Build an international management team that
boasts of connections, extensive oil and gas
exploration and production experience, a proven
track record, and multi-upstream expertise.

Integrity and Compliance

The Company has formulated Anti-Fraud and Reporting
Policy as our highest standard for publicity, integrity, and
responsibility in all affairs. We endeavour to build a
corporate culture of integrity, and are committed to
eliminating malpractice and fraud. The policy expounds the
Company’s principles in the prevention, reporting, and
management of malpractice and fraud. It aims to promote
the core values of the Company and guide the reporting of
malpractice or corruption among employees, so as to
regulate business activities.

The Company’s senior management and internal audit
department have the primary responsibility of preventing,
supervising, and rectifying existing and potential
malpractice. The Company has set up an Anti-Malpractice
Commission, which comprises of the Chief Executive
Officer, Chief Legal Officer, the head of the Internal Audit
Department, and other senior management members
selected by the Chief Executive Officer.

In 2017, the Company had no litigation cases relating to
malpractice or fraud.

2.2

AAG ENERGY HOLDINGS LIMITED / 2017 SUSTAINABLE DEVELOPMENT REPORT
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Sustainable Operations
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2.3 Sustainable Development Management

2.3.1 Sustainable Development Statement

We understand that the main objective of the

Company is to maximise returns for shareholders

whilst performing our social and environmental

responsibilities. We work closely with Chinese

organisations at all levels to jointly address social,

energy, and environmental challenges, as well as to

contribute to China’s economic growth by supplying

clean energy to residential and industrial end-users

through the commercial development of CBM.

We are committed to adopting fair labour
practices in our workplaces and will abide by all
relevant laws and industry standards.

We are committed to providing a safe working
environment to prevent work-related injuries,
fatalities, or health impairment to our employees
and contractors.

We will maintain transparent and trustworthy
relationships with all shareholders to facilitate
mutual understanding on matters of common
concerns.

We will adhere to the philosophy of minimising
the adverse impacts of our operations by being
responsible to society, developing sustainably,
and running our operations in a manner as
environmentally friendly as possible.

We are committed to enabling employees to
reach their full potential, achieve job satisfaction,
and maximise their contribution to the Company.

AAG's Corporate Social Responsibility (CSR) policy

will be reviewed regularly to reflect our commitments,

in line with the latest CSR concepts in China.
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Sustainable Operations
AiEEES

2.3.2 Stakeholder Communications and Engagement 2.3.2 FztEEE 7 i i A1 22 A
We attach great importance to communicating with BM T EREREL - SNEP
our internal and external stakeholders. We regularly Flz=ABEE 7 B @ - TF A
seek the opinions of employees, collect feedback from METIER WEEEEA
the management, as well as endeavour to understand ENEEEDS BRIEEA
the expectations of investors, shareholders, the media, PRER - IEESMEE BB MR
regulators, and others. In response, we publish and F SR 25 48 BE U7 BT R AP Y
disseminate our social responsibility concepts and FTEBERF EREE - &K
practices through multiple channels, and take FMIEBZHRERMH &
corresponding measures to meet the expectations and BHERMANMSEETESEE
demands of our stakeholders. B - I ERERAR FEFE b - W 2

FaAERA T S IR B AR o

Stakeholders Expectations and Demands Communication Channel

MEEEL M ERER BERR

Government and Implementing national policies, laws, Reporting documents
Regulators and regulations

Advice and suggestions

Promoting local economic :
Special reports
development

. Business cooperation
Driving local employment

Accelerating industry development

BT ERESE e ERERERRBERARER st gt
R T B R BERE
a7 B3R EREER
BB TEEE AHATE
Shareholders Deliver return on investment Company announcements
Compliance in business operations Special reports
Production safety Site visits
IRER Was Bl NGNS
BRES HEER
REEE BEMER
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Stakeholders
Flz=rEEE A

Expectations and Demands

FREERER

Communication Channel

BRI

Customers and
Partners

BEFREFEBH

Environment

Employees

The Community and
the Public

Fulfil contracts

Conduct business operations with
integrity

Deliver high quality products and
services

RERELD
BIEEE
B8 2 o AR TS

Emission compliance

Energy conservation and emission
reduction

Ecological protection

BB

BRI

RAEERE

Maintenance of rights and interests
Occupational health
Compensation and benefits
Career development

R e

Bt A

BERER

Improvement of community
environment

Public service and charity

Open and transparent information

HERAR

W

\|

i
e

REMHRERRE

Pl

)

~

Riliy

Business communication
Customer feedback

Communication and discussion

Work reports
Statement submission

Investigation and inspection

TR
B RE
Employee symposium
Collective negotiation

Democratic communication
platform

ETEXRS
SR

REBEYE

Official website
Company announcements

Interview and communication
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2.3.3 Identification of Material Issues

To understand the expectations and demands of our
stakeholders, as well as enhance the pertinence and
responsiveness of this report, with reference to the
Environmental, Social and Governance Reporting
Guide and the Sustainability Reporting Guidelines
(G4.0), the Company has identified material
environmental, social, and governance issues. We
took full account of the opinions of our internal and
external stakeholders, and identified the sustainable
development issues through questionnaires that most
concerned by stakeholders, including both the
internal (employees and managers), and the external
(media, regulators, partners and suppliers). This
helped us ensure that the information disclosed in this
report fully covers the material issues that are
important to corporate development and are of
primary concern to our stakeholders. In 2017, a survey
was conducted on AAG's material issues of sustainable.
A total of 88 questionnaires were collected, out of which
79 were from employees, 4 were from senior managers,
and 5 were from external stakeholders. Based on
material analysis, this report will respond to the issues
above, the stakeholders’ needs, and the major principles
of the Stock Exchange.
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Screening Flow on Material Environmental, Social and Governance Issues
B SR ERBEGRAE

Issue Sources

AR

— Corporate management suggestions
RRIEREES

— Analysis and suggestions from internal and external experts
MINEPE R DA i =%

— Multimedia information analysis
ZHBBERIN

— National and international peer companies benchmarking studies
B ASNEI SRS

— Social responsibility standard guidelines

HERERERBIER

Screening Standards

70

— Contribution to sustainable development
HAREERNER
— Stakeholders’ concerns
AR SRR
— Emphasis and requests by social responsibility guidelines
HERITHREREMN SRR
— Accordance with the needs of corporate strategic development
FEARIERERTE

Materiality Matrix
ERMRREER

High
=
A
(%]
4
[J]
i)
o
< M Energy consumption
oM EREE o
S TR
- ®
(%2} R Supply chain
o) . . management
S 58 Customer relationship )
o o maintenance [} ° Employee care
g J< BEFRRGESE EIEE ® managemel
S 18 HER
2w O
=
o I , o Recruitment
o Participation \nﬁubllc service =
£ SRAFEH Promotion of local EE
= () ® development
TRTER
[ ]
Promotion of local
employment
{REERE

v

Lfﬁw Importance to AAG’s Development th
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Production Safety and Clean Operations

Ensuring production safety and green operations are our top
priorities to achieve the sustainable development of AAG. The
Company is putting the guiding principles from the 19" National

Congress of the CPC into action by firmly establishing safety

development ideas, building a production safety structure,

focusing on energy saving and environmental protection,

minimising any impact on the environment and ecology, as well

as enhancing corporate responsibility for safe and green

development.

3.1

HSE Management

AAG has always viewed the assurance of health, safety, and
environment (HSE) as the foundation of the Company’s
steady development. We are committed to continuously
improving our health, safety, and environment management
systems, and actively fulfilling our objective of zero harm to
employees and zero pollution to the environment. This
demonstrates AAG's vision and position as a leader in the
CBM industry. In 2017, the Company’s HSE system was
approved by the internationally renowned certification
company DNVeGL (Det Norske Veritas and Germanischer
Lloyd) and was awarded the ISO 14001:2015 Environmental
Management System Certificate and the OHSAS18001:2007
Occupational Health and Safety Management System
Certificate. AAG invested more than CNY 21 million in HSE
for the whole year.

A clear HSE management framework is the foundation for
the efficient implementation of the HSE management
system. The Company has set up an HSE management
committee, which is led by the project general manager,
and functions to constantly review HSE guidelines and
policies. The committee is fully responsible for rectifying
potential safety hazards, organising HSE training, as well as
conducting emergency drills. Independent HSE
departments have also been established to supervise HSE
management for projects. We encourage employees to
proactively identify dangerous activities and unsafe
conditions, to be fully prepared for emergencies, as well as
to report accidents and emergencies in a timely manner.
HSE performance has also been integrated into employee
performance evaluations. In addition, the Company strictly
control risks during project design, execution, construction,
and operation, and constantly review all contractors’ HSE
compliance throughout the entire process.
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3.2 Production Safety 3.2 RERHEE

The Company attaches great importance to production
safety and strictly complies with safety laws and regulations,
as well as industrial standards. We issued clear regulations
and instructions to ensure safe operations, provided
appropriate tools and protective equipment for employees,
established a safety inspection and audit system, and
constantly conducted comprehensive occupational safety
inspections and emergency drills.

In 2017, AAG had no work-related fatalities and did not lose
any man-hours due to work-related injuries. 261 employees
attended occupational health check-ups, and no one had
any occupational diseases. By 25 December 2017, the
Company had accumulated 5 million man-hours over a
period of 3 years and 111 days with no lost time injury.

3.2.1 Site Management

The Company upholds the management objective of
zero physical injuries. By formulating the Stop Work
Policy and Fitness to Work Procedure, we ensure that
employees and contractors’ personnel have the right to
stop working when their health, safety or environment is
at risk. The Company takes full account of the health of
employees and the staff of contractors, offering a safe
and comfortable working environment for them.

The Company strictly implements Permit to Work (PTW)
and Management of Change (MOC) procedures to
achieve dynamic management of operating processes
and site conditions to control risks all throughout the
work process. The Company carries out periodic internal
and external audits at all levels via comprehensive
inspections, on-site work, and documents to correctly
identify potential hazards.
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The Company has established a Contractor Management
Process to strengthen our HSE management over
contractors. The standardisation and implementation
of HSE systems are used as key assessment indicators
and have been incorporated into the Company’s annual
contractor evaluation process. This enables us to
effectively improve our contractors’ HSE performance.

Case: Automatic Safety Monitoring Model

In 2017, the Company utilised an automatic control
system for the Panzhuang project manufactured by
Changzhou Kairui to gain remote control of the
pumping equipment. Through the Kairui software, the
Company was able to modify instructions and monitor
all production data in real time. Meanwhile, an ABB
data transmission system was applied to collect
information, such as equipment operating data and
fire alarms in gas gathering stations. This allowed us
to implement remote on-site assistance, monitor
equipment function in different stations, and conduct
fire safety investigations. Such measures provide all-
round protection for safe on-site production.
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Emergency Management

The Company pays great attention to emergency
management. To improve employees’ ability to deal
with emergencies, and decrease financial loss,
environmental impact, as well as negative social
influence to the greatest extent, the Company has
formulated the 2017 Emergency Response Plan. The
HSE department of projects meticulously implemented
the Index and Checklist for Organisations Involved in
Industrial Hazardous Waste issued by the Jincheng
Environmental Protection Bureau, improving hazardous
waste management systems, organizing personnel to
conduct training on hazardous waste collection, storage
and transfer management. In addition, emergency drills
on hazardous waste spill were carried out according to
the standards outlined in the 2017 Emergency Response
Plan.
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Hazardous waste spill emergency response drill at temporary storage facility of Mabi Project
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Management of High-Risk Operation

AAG attaches great importance to the safety
management of high-risk operation, such as drilling,
fracturing, surface construction, confined space entry,
etc. To promote the fundamental knowledge of
drilling, strengthen HSE management of drilling site,
promote HSE management level of drilling contractors,
build production safety standards at drilling sites, in the
third quarter of 2017, the Company carried out drilling
safety campaigns on the drilling sites of the Panzhuang
project and the Mabi project.

The campaign was led by the HSE department and
consisted of two stages: training and internal audit,
and inspection. The training was centred on popularising
basic knowledge of drilling and introducing drilling HSE
management. Employees were encouraged to take
online tests after the training. The HSE department
prepared a drilling internal audit plan, and then the
internal audit team conducted a drilling HSE
inspection. By considering the results
comprehensively, the Company rewarded employees
who scored high in the online tests as well as drilling
contractors with excellent performance. Through the
drilling safety campaign, the Company’s drilling HSE
management has been improved dramatically.
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Safety Culture Development

In order to strengthen the safety awareness and
improve the production safety skills of all employees,
the Company actively carries out safety publicity and
education initiatives. In 2017, the total HSE training
for employees reached 14,572.25 hours, and per
capita HSE training reached 22.66 hours.

By 4 September 2017, AAG had achieved the safety
performance of 3 years without lost time injury. To
celebrate this important milestone and stay focused
on safety, the Company initiated the “Safety Day”
activity on 5 September, to promote the Company'’s
safety culture and express our commitment to achieve
zero accidents. The Company's CEO, COO, general
managers and partners of all projects were invited to
participate in the Safety Day activities with the theme of
“Zero Accidents”. Through safety knowledge
competition, traffic safety knowledge sharing, and a
review of AAG's typical accidents, employees’ safety
knowledge was enriched, employees’ safety awareness
and safety skills were improved. The activities laid a
solid foundation for employees’ health and the
Company'’s development.
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3.3 Environmental Protection 3.3
The Company has always considered environmental
protection to be equally important as business development.
Since the convention of the 19 Congress of the CPC,
ecological environment construction has become a core
element of sustainable development in the nation. In the
meantime, we understand that environmental sustainability is
the basis of social and economic development. Therefore,
we are committed to green-oriented development and
strictly comply with national and local environmental laws
and regulations related to CBM. We strive to minimise impacts
on the environment during exploration, development,
production, and operation, aimed to protect the ecological
environment of surrounding communities.

3.3.1 Clean Energy

As a concomitant mineral resource with coal, CBM's
heat value is almost equivalent to natural gas and can
be utilised as an important supplementary energy to
natural gas. Mainly composed of methane, CBM is
also a cleaner, more environmentally friendly form of
energy. Compared with coal, it contains a smaller
proportion of impurities like sulphur and inorganic
nitrogen, and produces far fewer pollutants such as
sulphur dioxide, nitrogen oxide, and smoke, dusts
after combustion; compared with conventional fuels,
CBM has the lowest carbon-hydrogen ratio and
lowest oxycarbide content in its combustion products.
It helps reduce the discharge of greenhouse gas and
will be emphatically developed by the government as
a strategic resource.
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Comparison of Pollutants Discharged from CBM and Coal Burning Equivalent Heat Value

AEHEENRERNRESRYFERE LR

Discharge/ Carbonic Nitric Sulphur

Fuel cubic meters  Oxide/kg Oxide/g Dioxide/g Dusts/g
HRE

AR cubic meters —&{tHk kg BEY g =&t g EE g
3,000 cubic meters CBM 8.05x10* 0.0189 10.20 1.89 0.86
3,000 cubic meters EE R
3.99 t Standard Coal 10.87x10* 7.60 50.74 53.64 83.82
3.99 t BEK

Reference: Hu Kun, Chen Minggiang, Guo Yongcun. (2009). A Brief
Discussion on CBM Recycling and Environmental
Protection, Coal Engineering, Issue 11.
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Clean Production

The Company is actively responding to the national
CBM Exploration and Development Action Plan, making
efforts to improve CBM exploration technologies and to
innovate in clean production and operation. The
Company strictly complies with pollutant discharge
standards, aimed to continuously improve the
discharge performance, to strengthen management,
and to introduce new technologies in order to reduce
pollution. In 2017, the Company’s equivalent CO,
emissions totalled 116,185.98 tons, significantly lower
than in 2016.

Air Pollutant Emissions Management

The Company strictly adheres to national and local
waste gas emission standards, strengthens waste gas
pollution emission control, and optimises the mining
process flow. The hydrogen sulphide was desulfurized
by using atomization nozzle, super gravity machine,
and desulfurization tower, to improve the quality of
CBM from the source and lower waste gas output.

Water Pollutants Management

The Company strictly follows related national laws
and regulations for the treatment and discharge of
production wastewater and domestic sewage. At the
same time, the Company reduces the discharge of
sewage through purification and reutilization.

The Company advocates the reuse of domestic sewage,
which is used for greening and road watering after
undergoing successive treatment through the
biochemical treatment system and reverse osmosis
system. In 2017, the Company’s domestic sewage
production capacity was 20,725 cubic meters. 10,515
cubic meters of them was reutilized, with a reutilization
rate over 50%.
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In 2017, the pumping water treatment volume of the
Company was 134,453 cubic meters. Of this, the
treatment volume of the Panzhuang project and the
Mabi project was 66,463 cubic meters and 67,990
cubic meters respectively. The chemical oxygen
demand discharge of industrial sewage went down by
3.4% from the prior year, to 5.04 tons.

Solid Waste Management

Based on the requirements set out in the Solid Waste
Pollution Prevention Law of the People’s Republic of
China, the Company strictly regulates hazardous waste
at well sites, gas gathering stations, and valve stations.
We ensure centralised and safe disposal of hazardous
waste, improving our management practices for
hazardous waste in work sites.

In 2017, the Company propagated laws on hazardous
waste and conducted relevant training programs on
standardised management. We implemented
standardised management systems of hazardous waste
and linked this to our employees’ performance
evaluation. This system involves double checking and
archiving all our hazardous waste records, and making
the receipt and delivery records clearer and traceable
with signatures. Hazardous wastes are meticulously
classified. Mixing hazardous wastes with non-
hazardous waste is strictly prohibited. Bins containing
hazardous wastes must be processed to eliminate
dangerous matters and avoid secondary pollution
before being used in other places. Employees are
required to fill up a form when transferring hazardous
waste, which is then delivered to qualified contractors
for unified disposal. Teams and individuals who did an
outstanding job in hazardous waste prevention and
control were rewarded by the Company.

Industrial waste and household garbage are stored
separately and delivered to specific places for further
disposal. In 2017, the Company produced a total of
10,8671 cubic meters of drilling mud, 7,281 cubic
meters of drilling cuttings, and 12.5 tons of waste
engine oil. The amount of general industrial solid
waste was 155,000 tons, and the amount of household
garbage was 53.07 tons.
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3.3.3 Resources Saving

Production Safety and Clean Operations
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The Company has adopted a variety of energy-saving

measures, including resources reutilisation and

energy-saving transformation, to conserve resources

and help pave the way for our long-term sustainable

development.

3.3.3 BIREEA)
RARMZEHERE B
BEREENME - SHREME
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Energy Consumption to Standard Coal in 2017 (ton)
2017 FRBREFHEFERFRITEE (M)

Purchased Electricity
SN S

Purchased Town Gas
SN RIS
Purchased LPG
INERICBRR
Purchased Gasoline
HNEE U

Purchased Diesel
SN e
Self-Produced CBM
BEXER

Energy Consumption of AAG

BERFEABER
Standard Coal
Conversion
2017 Amount (ton)
ERITEE
20175 (g )
Purchased Electricity (MWeh) SNEEE H JKERE) 79,187 9,732.1
Purchased Town Gas (m?) SNEESREEIMASE, (SZK) 14,966 20.0
Purchased LPG (m3) INERAL SRR (SLAK) 2,372.35 9.6
Purchased Gasoline (L) SNEESSHR () 302,829 320.8
Purchased Diesel (L) SNEELEH (1) 301,080 364.1
Self-Produced CBM (m?) BEKREER (I7K) 3,387,796.18 3,116.8

MWeh = megawatt hour
m?3 = cubic meters
L = liters
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Energy Saving and Consumption Reduction

The Company attaches great importance to energy
saving and consumption reduction and integrated the
concept of energy saving into the entire process of
production and operations. In 2017, the Company
implemented a series of technological innovations,
including transforming our frequency conversion
compressor, “Pigging” technology, reusing lubricating
oil after removing the coal powder, and so on. We also
encouraged employees to save electricity as well as
reduce travel and the use of vehicles in their daily life. A
total of 18.3 MWeh of electricity was saved for the whole
year.

The No.1 gas gathering station of the Mabi project
and its surrounding wells had relied on power
generated by gas-fired generators, which led to vast
gas consumption. On 20 June 2017, a 10 kV national
grid power supply system was established and put
into use. This solved the power supply problem of all
facilities around the No.1 gas gathering station, and
has saved 653,153 cubic meters of gas consumption
since its operation.
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The Power Grid Was Successfully Established and Put into Operation

BREAZKIL R AL

26 AAG ENERGY HOLDINGS LIMITED / 2017 SUSTAINABLE DEVELOPMENT REPORT




Production Safety and Clean Operations
ZEREE FBREE

Water Saving Management BKERR

The Company strengthens entire water conservation NERREEEENEER
management process for water supply and consumption KR~ BUK - KB 2872
in residential and industrial areas. Taking measures EI/KE IR - 3B B BT S i A
such as technology innovation, process flow ITHERBEL - HEESKZ
optimization, sewage reutilization, water saving KA HREIKEEERE
education and so on, the Company constantly o TER S /KERF A
promotes water efficiency and therefore makes an T 2HEMEKERER °

overall improvement in water resources management.

Total Water Consumption of AAG
DREFKEREAER

158,751

135,689

Domestic Water (m?) Production Water (m?3)
A EFK(mM3) A ERK(mM3)
B 2016 B 2017
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Case: Pumping Water Reutilization of the Mabi
Project

The Company reutilises pumping water in the Mabi
project. Some of the pumping water is transported to
hydraulic fracturing well sites by water tankers. After
filtration and purification, it can be used as fracturing
fluid.

R EH4BEEBEREIHERK
BEANA
NEESWIE B HHERKE
TEEFNA BB FIHH
PEEK B B oK T = @ i B K
NERAIRIG - KRB ESRR
B KERERIEABRRR
eI

Transporting pumping water to fracturing well sites by water tanks

FMAKEE R RKER DB IS

Ecological Protection

The Company actively manages the surrounding
environment of our projects according to the Investigation
Report on Environmental Protection Verification and the
Management Plan for Ecological Environmental Protection
and Recovery of Mines. Through land-saving, engineering
repair, land remediation, and vegetation recovery, we
protect the ecological health around our projects and
reduce the impact of our operations on our
surroundings. In 2017, the reclaimed land area of the
Panzhuang concession was 26,640 square meters with
a rate of 53%. There was no land reclamation involved
in the Mabi concession as it is still in the exploration
stage.
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Win-Win Cooperation and Giving Back to Society
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ElEEtS

4. Win-Win Cooperation and Giving Back to Society
We cooperate with China United Coalbed Methane Co., Ltd. and
China National Petroleum Corporation to conduct upstream

development and production. At present, Panzhuang is already a

mature production concession. In 2017, its total output reached
571.6 MMCM. The Mabi concession also achieved success in
terms of production growth and development optimisation, and

well prepared to ensure a stable supply of clean energy. In 2017,

AAG regarded development of the national economy and

people’s livelihood as its own responsibility to ensure a steady

supply of coalbed methane for the country.

4.1

Ensuring a Steady Supply of Energy

According to the National Energy Administration and
China’s “13% Five-Year Plan”, there will be significant
growth in CBM and natural gas over the next five years. In
2017, the 19" National Congress of CPC called for “spurring
the development of energy-saving and environmental
protection industries as well as clean production and clean
energy industries”, which is another beneficial policy for the
energy industry. At present, coal still plays a dominant role
in China’s energy structure, while natural gas accounts for
only about 7%. Based on the national target, China needs
to gradually increase the proportion of natural gas from 7%
to 10%, and increase the proportion of CBM from over 5
billion cubic meters to over 10 billion cubic meters. In this
context, the CBM industry will achieve multi-fold growth.
Policy-level support for further large-scale development of
natural gas has a positive impact on AAG, and the
Company will improve operational efficiency and cost
control to ensure a stable supply of clean energy.

BEHAR DEREHE
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4.2

ElEEtS

In 2017, the total annual production from Panzhuang
reached 571.6 MMCM (20.2 bcf), with a 13% increase year
on year, average daily production in 2017 was 1.57 MMCM
per day, a 13.4% increase year on year. The sales utilization
rate in Panzhuang has remained very high at 98% during
2017. The promotion of “coal to gas” in this winter
contributed to the steady supply of natural gas. Mabi's
gross pilot production increased to 58.3 MMCM (2.1 bcf)
compared with 35.0 MMCM (1.2 bcf) in 2016, the 2017
average daily production for Mabi was 160.0 MCMD, a 68%
increase compared to 95.5 MCMD in 2016. By the end of
2017, there are 127 wells at various stages of pilot
production in Mabi. The success that the Mabi concession
achieved in 2017 in terms of production growth and
development optimisation reflects how well-prepared it is
in securing a stable supply of clean energy.

In 2017, there were zero customer complaints about our
products and services and our customer satisfaction rate
reached 100%.

Supply Chain Management

We attach great importance to the sustainable management
of our Company, our suppliers, and our contractors. In
addition, we evaluate the performance of potential suppliers
according to their social responsibility, such as whether or
not they have established an HSE system. AAG sets an
example by leading its partners to jointly fulfil social
responsibility and actively promote the sustainable
development of the industry’s supply chain.

In order to ensure the quality and safety of production, we
strictly screen suppliers according to our requirements, and
have included HSE performance in the supplier evaluation
system. AAG developed a series of mechanisms, such as
the Performance Assessment Form for Material Suppliers,
the Performance Assessment Form for Engineering Services
Suppliers, and the Management Procedures of Contractors
Register, to screen and evaluate qualified suppliers. AAG
also implemented a mid-year supplier evaluation to better
ensure production safety and environmental protection.

4.2
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Win-Win Cooperation and Giving Back to Society
BEHR OEHLS

Our goal is to comprehensively improve the management LA B IR R 2 E IR FE P AR
levels of suppliers and contractors, gradually developing a BEERKE  BSEKEERED
dynamic and comprehensive integrated management MNE2EBMAREEELX - HFET
model. We strive to put the win-win management principle HEEEFNENBERNERESIER
into action through building mutual beneficial relationships Bl BLERE =% BEHE
with suppliers to ensure our long-term, efficient, and high- HAEKE  SEFEPRETUSER
quality operations. As an advocate of energy conservation (S o BIRIEETACRBE - WA BEEK
and emission reduction, we also cut transportation costs by K RAREEBHRENRDSE
selecting local suppliers based on quality assurance and EERBMEMELETSHART
their qualifications. BITEE o

Geographical Distribution of Suppliers and Contractors in 2017
2017 EFAAEEHBES AER

5 5

B Beijing B Shanxi [ Other regions in Mainland of China
kR i RFEHE AR
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4.3 Promoting Local Development

We proactively pay taxes as part of our production and
operations to help boost the local economic development.
We give priority to local employees and suppliers under the
same conditions to cultivate and support their development.
In line with the planning and development of the community,
we spare no effort in public service and volunteering and are
devoted to building inclusive communities to support the
harmonious development of society. In 2017, we continued
maintaining communications with local communities, and
follow our excellent society-business cooperation tradition.
In 2017, AAG's total investment in community and public
services were about CNY 543,500.
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Win-Win Cooperation and Giving Back to Society
BEHR OEHLS

AAG Community Policy
AAG's community policy is to build “sustainable development and inclusive communities.”
AAG insists on adhering to its community policies to improve management level, and protect employee and
community health and safety, to improve livelihoods of the affected communities and to take on and fulfil social
responsibilities, with particular attention to vulnerable groups.

In order to promote sustainable development, we are committed to:

o Be consistent with applicable People’s Republic of China laws and regulations, IFC Performance Standards
(2013) , and Equator Principles Il (2013);

o Undertake continuous social impact assessment and risk evaluations to effectively avoid and control health and
safety hazards to project employees and surrounding communities and coexist in a harmonious way with the
local communities;

o Maintain good relationship with the affected communities and broader stakeholders;

o Adopt and implement human resources policies and procedures to be consistent with national employment
policies and labour laws and regulations and with international standards (e.g. IFC Performance Standards,

2012);

° Avoid engaging in or supporting the use of child labour, forced labour or compulsory labour as defined in the
ILO Convention 29;

o Work with our employees to maintain a healthy, hygienic and safe work environment, and proactively reduce
occupational injury and illness risks, and promote employee health and well-being;

o Avoid or minimize both physical and economic displacement to the local community; where avoidance is not
possible, to extent possible collaborate with the responsible government to restore the livelihoods of the
displaced persons and ensure informed participation of those affected;

° Ensure that all employees are aware of their roles and responsibilities to comply with our social policy;

° Requires the same of contractors to manage social performances in line with this social policy.
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Guarantee of “Warm” Winter

To reduce smog and meet the expectation of people’s
longing for the blue sky, white clouds, green mountains,
and clear rivers, in 2017, China has established the Air
Pollution Prevention and Control Plan in Beijing-Tianjin-
Hebei Region and Surrounding Areas for 2017, and
continuously promoted the project of “switch to gas
from coal”. However, since coal is playing a leading
role in China’s energy consumption structure, while
natural gas energy is relatively scarce, the problem of
gas shortage in Shanxi Province became particularly
prominent after the large-scale implementation of the
“switch to gas from coal” project. With a view on
ensuring production safety, the Company strove to
increase our output and provide high-quality CBM to
local government departments with the most
favourable price, so as to ensure a warm winter for the
local people.

Coalbed Methane Supply for Communities

In an effort to change the way of residents’ energy
usage of coal burning, and guide residents to use
clean energy, the Company provided CBM to local
communities with the most favourable price. In 2017,
we continuously provided 2,692,296 cubic meters
CBM to Guobei Village, Douzhuang Village and
Panhe Village in Jiangfeng Town, Qinshui County,
which greatly reduced their need for coal. This
reduced the discharge of carbon dioxide, sulphide,
and dusts, reducing air pollution. It also effectively
improved local air quality and helped create a cleaner
and healthier living environment for the local
residents.
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4.3.3 Caring for the Elderly 433 BAEZEA
AAG cares for the vulnerable and advocates employee TESEREIEGEEE . B
volunteers to actively send warm and love to the BETERAERGE#ELR
elderly in the nursing home of communities. On 25 ezl REAMXERE
May 2017, during the Dragon Boat Festival, more than A E L2017 5H258 ¢
20 AAG employees and the administrative manager i FE IR 2 B - BEAEIR
of AAG visited a nursing home — the Recreation TTERALIE K 20841 T8 FERER
Centre of Qinshui County — to serve senior citizens B T3k # 2 1% f& 2L RS @ 2o
with hot meals and hand-wrapped sticky rice IKGRER LM ERELER
dumplings. FTEEENEAM BEA

1P 3K | 20 SRR 6 O BR SR AN R
FEEHNEDRRT °

Caring for the elderly during Dragon Boat Festival
ity F BN A E BT BAE O
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Run with Love

The volunteer groups of the Company actively
participate into public service organized by NGOs, to
convey the public spirit and responsibility concept of
AAG to the society. On 15 April 2017, the AAG Beijing
Office participated in “Run with Love for the World
Hemophilia Day”, a charitable walking event
organised by the Administration Department. Led by
the Beijing Foreign Enterprise Volunteers Association,
the event was held in the Beijing Olympic Forest Park.
More than 20 AAG employees came with their families
to raise funds for hemophilia patients and their
families. Their act provided encouragement to those
who suffered from rare diseases and vulnerable
children.

Run with Love
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Clean Drinking Water

The Company practices social responsibility by
contributing to the health and growth of the youth. On
19 December 2017, AAG and the China Environmental
Protection Foundation (CEPF) donated four sets of water
purification equipment to Tu'wo township schools in
Qinshui County, Jincheng City, Shanxi Province to
ensure that students have access to clean drinking
water at school. The schools are located in Qinshui
County, which is also the location of AAG’s CBM
projects. The Schools include junior high, primary
school, and kindergarten with a total of 138 teachers
and students. In the past, the school had only one
small water purifier in the canteen, which could not
meet the needs of the teachers and students.
Together with the CEPF, AAG provided the teachers
and students with water purification equipment,
replacement filters, and insulated cups that can
supply enough for over 200 people. The donation not
only ensured that teachers and students are able to
drink hot and hygiene water in the winter, but also
made them feel the warmth and love from AAG.
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Distributed vacuum bottles to kindergarten children
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People-Oriented and Common Development

AAG has always believed that the stability of a business lies in
each of its employees. We are people-oriented, respecting

employees,

training employees, and regarding employees as our

partners. We safeguard the rights and interests of employees,

ensure their safety and care for their well-being, with the vision of

promoting

corporate sustainable development in tandem with

the sustainable development of employees.

5.1 Respecting Employees’ Rights and Interests

AAG respects and protects the legitimate rights and interests

of all employees. Through fair remuneration policies,

scientific promotion channels and open communication, we

nurture our talents and help them realise their full potential.

5.1.1

Employee Recruitment

As an employer who provides equal employment
opportunities, we always uphold the principle of
respecting and developing talents. We seek to attract
talents from diverse cultural backgrounds and create
tailored career development opportunities for
employees. Our hiring process is transparent and fair
throughout the recruitment, selection and hiring
process, so as to ensure we recruit the most suitable
talents.

The Company strictly implements the Labour Law of
the People’s Republic of China, the Labour Contract
Law of the People’s Republic of China, and other laws
and regulations. We not only attach great importance
to attracting, motivating, and cultivating employees
through offering fulfilling roles, but also strongly
oppose to using child labour and forced labour. We
enforce anti-discrimination policies so that all
employees, regardless of their gender, nationality,
ethnic, religion, or cultural background, have equal
opportunities and receive equal pay for equal work.
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In 2017, the Human Resources department carried out
recruitment activities through online recruitment,
internal referrals, and headhunting services. The
department screened resumes, organised interviews,
and communicated with department heads about the
qualifications of candidates. The department also
conducted background checks on selected candidates.

At the end of 2017, the Company had a total of 643
employees, with a turnover rate of 5.65% for the year.

Number of Employees by Age
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Occupational Health

AAG believes that employees’ health and occupational
hygiene are of vital importance to us. We strictly follow
the Occupational Disease Prevention and Control Law
of the People’s Republic of China, as well as other laws
and regulations to support employees’ occupational
health.

The Company strictly comply with the Fitness to Work
Procedure and the Stop Work Policy, we promote
health and safety management in the workplace,
organise regular health examinations for employees,
strengthen occupational health management for site
operators, establish health files, and continuously
improve the working environment for employees in
order to ensure their occupational health and safety. In
2017, the Company’s occupational disease testing
covered all employees who were at risk of occupational
diseases.

Compensation and Benefits

AAG are committed to establishing an incentive
remuneration system in line with the market. The
Company regularly review and adjust the remuneration
according to the market and the business performance
of the Company, continuously improving the
remuneration and benefit policies. The Company
strictly implements performance assessment, linking
employees’ performance with their annual bonus and
remuneration to incentive employees. It is also a way to
recognise employees’ efforts throughout a year. The
Company pays various types of social insurance for
employees, including endowment insurance, medical
insurance, unemployment insurance, maternity
insurance, and employment injury insurance, as well as
pays housing accumulation funds for employees.
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5.2 Supporting Employees’ Development

The Company takes into consideration both the needs of
employees’ development and the needs of business
expansion. We offer our employees targeted training
programmes across various occupational development
channels. As we aim to improve our ability to enhance our
employees’ capabilities, we strive to provide a broad career
platform and development space for all kinds of talents. We
adhere to our people-oriented talent development concept
and strengthen our process management. Through this, we
hope to build a talent system that connects different levels
of personnel, all of whom share the responsibility.

The Company aims to provide a working environment
where employees can continuously learn, develop, and fully
display their potentials. The Company offers a variety of
training channels, such as on-job training, short-term
assignments, business case sharing, special training, and so
on. Through such channels, employees gain access to
career-specific knowledge and skills. The Company’s
training principles are well-planned, well-organised, result-
oriented, and clearly measured by standards.

5.2.1 Training System

The Company has established a complete learning and
development system to meet the requirements of
rapid development of personnel and business. We
designed training and development plans related to
employees’ responsibility and personal development
from several dimensions, including the improvement of
employees’ professional skills, personal competence and
quality, and high potential talent team management and
the model of leadership. During their employment, AAG
will develop suitable training and development plans
for employees according to their specific situations.
Trainings include development on professional
qualities, job skills, production safety and management
competences, and other capabilities closely related to
employees’ job responsibilities.
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Attitude
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Shaping Personal Competency
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Learning and Development System Structure
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On job training
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Learning and Development Model
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The Company encourages employees to participate in
training activities, as long as they comply with official
working hours, are in line with the Company'’s strategy
and objectives, and given that it does not affect their
daily work. Employees should participate in training as
planned, and department heads should support
employees’ training and cooperate with the HR
department to track the training effects of employees.

In 2017, the Company initiated a policy to boost
employee participation in training. Employees spent a
total of 5,382 hours on level one interdepartmental
training and external training organised by
Headquarters. Average per capita training was 8.37
hours per year. 97.51% of staff participated in training.
Internal training includes basic training and advanced
training. The former aims to communicate the
Company's policies to staff through rotation, on-the-
job training, internal supervisor guidance, and external
lecturer training, so that all employees, including new
employees, know about the core values and policies of
the Company. Advanced training are designed to
improve the management’s leadership, goal setting
capabilities, and performance management
capabilities. Thus, the management are constantly
provided with skills they need to drive continuous
development and growth of the Company. The
Company encourages employees to attend external
training according to their development goals, to
improve their comprehensive abilities and professional
skills. Training areas include law, HSE, business
procurement, contract management, and so on.

NREENE T2l - 36
FAad AMBIRERERES
EIEstEIFBE 4%
B TERE - BET
FETEMATIR T2 NEE
il B T EZRBR 2200
RALHRNEI - BAEE
THEHRET2NFILEE A
NEREE B T35 R
TR MR ER -

20174 » ARIEENE TR
2mEI Epr BEIER
B R RIZE & Y S S0P — 4%
A K SR 15 5l ££ 5,382 /)
Br A837M/NK- BT
BB D AE97.51% ° NE
il ARG ETEEEE
NEE B e EER LIMNEE
BIEAA S = AAAR T B it
HE2EMRABRERED
AW FREMEILR
NEARITEE LEBED
AZEOEEBRARERS
thEHEHEEAENES
- BERT BEREES
=SREN B EATETE
BRARXKEHRBFENEEA
Ao SNERIEFN - IRIEE TE
BREZF AamBEIZMN
EREAGZERNEENE
ERENMBBAEI - o
B HSE - MBERE  &6[
EBREHEAE -



People-Oriented and Common Development

LABZ

522

HE R

Career Development

The Company proactively provides employees with
development opportunities. We encourage employees
to improve their professional knowledge, capabilities, and
experiences, so as to improve the values of employees as
well as the Company's. As for employees’ occupational
development, the Company has set up multiple
promotion channels, ensuring that all employees on all
positions can obtain independent, unimpeded, and
stable career development. The Company carries out
annual evaluations for employees’ promotion. Evaluation
process is the same company-wide to ensure that
promotion meets the needs of the Company's business
development and in accordance with fair and equitable
principles.

The promotion evaluation process is carried out by the
HR department. Promotion application forms and
related supporting materials need to be submitted by
the departments for review and finalization. The
promotion cannot be carried out unless it is finalisation.
Promotions must be approved by the talent management
team, which is composed of senior executives and
technical experts, to ensure consistency and fairness of
promotion in the organisational structure.
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When recommending candidates for promotion,

departments should consider but not limit their

representations to the following basic guidelines:

o Needs of business development

o Employees’ competence and potential for a
higher ranking or position

o Employees’ performance over the past two
years

o The number of years the employee has worked
for the Company on one’s position, and the
number of years requirement of the salary level

° Leadership assessment and the result of the

360-degree feedback (for team managers and

higher positions only)

Diagram of Career Development Paths
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5.3 Caring for the Lives of Employees 53 BAEEIARE

The Company encourages employees to maintain healthy
work-life balance. By organising various recreational
activities, the Company provides a platform where
employees can express themselves and enhance
communications with each other. At the same time, through
offering benefits such as free meals for front-line staff, we
create a warm working environment for them so they feel
valued and appreciated.

In 2017, the Company actively organised all kinds of
recreational activities to enrich our employees’ daily lives,
and advocated a healthy, active approach to their personal
and professional lives.

Case: The”"Employee Assistance Programme” (EAP) —
to Work Happily and Live Healthily

On 15 September 2017, the AAG "Employee Assistance
Programme"” (EAP) was officially launched. The purpose of
the programme is to help employees and their families to
achieve physical and psychological security, so that they
can make better plans for healthy, efficient and happy lives.
The EAP provides professional consulting services which
target individuals and are fully confidential. AAG’s regular
employees and dependent family members can be directly
assisted by a senior professional consultant, so that they
better deal with challenges in work and personal life, and
maintain their health and happiness.

From 19 to 22 September, we hung up posters at our
offices in Jincheng, Beijing, and in project offices. Five
meetings were held to introduce the EAP to employees.
Employees gained an overall understanding of the
programme through on-site listening, watching remote
videos and after-meeting consultation. We also distributed
EAP cards to every employee. A total of 175 employees
participated in the introductory meetings and we hope this
programme can help our employees to enjoy their work.
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Case: Team Building Activities at the Beijing Office

On 3 November 2017, the employees of AAG's Beijing
office came to the outskirts of Beijing, and took part in
various competitive activities with the themes of “moulding
a team, relieving pressure, promoting communication and
enhancing friendship”.

These activities took the form a “rising of the tribes”, where
all employees were divided into two primitive tribes. Our
principles were “friendship first, competition second,
eliminating barriers, and improving team collaborative
ability”. All tribal members participated in all kinds of
games, including treasure boxes, blindfolded archery,
kangaroo dribbling, advancing in the dark, non-falling
forest, and many more. These carefully selected games
were interesting and contained a corporate cultural
implication. All players in the games were full of
enthusiasm, fought bravely and passionately, and cared for
each other. Each participant made their own mental and
physical contribution to the success of the whole team, and
they were closely united for a common goal. Through this
training, we were made fully aware that communication and
strategic deployment are the keys to building an effective
and trusting team, and that in order to achieve the team’s
strategic goals, it is very important to fully realise each
employee’s potential within a cohesive team. This training
benefited us significantly and will be a valuable asset for
every employee.

The activities not only made employees relaxed, but also
enhanced our sense of collective honour and team spirit.
They played a role in creating a working atmosphere of
unity and friendship among departments and colleagues.
At sunset, the team-building trip gradually wound down,
leaving behind a trace of joy and not a little nostalgia.

AAG ENERGY HOLDINGS LIMITED / 2017 SUSTAINABLE DEVELOPMENT REPORT

R LEPAZEERERE
2017411 A3 8 - S8R it
NERE TR RRBIN - BEIAEF
BXBE[ARER - REHD - 2
R WERE ARTSE
BIRBRREE ©

RRTEENA [ 2 AR — Bk UR
] RESEABAER T HKM
RRIGEE « ARRAREE—
LESE — - HRRE - RS EK
ERENMRE 2ETERFEE -
SIRETET - REUEIR - BEEATITIA
R BEIRMERZIED) - BLNFE
HELBBLOIEREE —EBKME
YEEEEXLEE - EHEBIE
TRHRESENERR EBRHE
FimAlE  HERE - BEARS
TEE/NENBANT H B SR
hMENEE  BTHRNBERER
T B AEE —HE o SBIBILORE
REFDRHE BRI —EARK
EAEENEE - BB ERE
MEENELSERE - NAER
BBE - RO BESEE TAEEM
HEoR EBOR R N RHEE R E KB R
BRE/EE - MRS ARIE
% e (B THXBERE
WHEE-—FEENYE -

SRR EERAR & LSRR
NI T RZR A5 58 508 R B B
B REENFIREENELE
R B TIERERE T e
1ER - B & —#HME - &&F
o BESBE T REBRER
ZATH R TR o



People-Oriented and Common Development

BUABR HE#RE

3
1"'§‘

DA pRES ﬁ\&M'\“*’“’,,@,

Team Building Activities at the Beijing Office
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Case: Participation in Local Government Cultural
Activities

At 7:00 PM on 8 March 2017, the CPC Committee of Jiafeng
Town, Qinshui County launched a show with the theme of
“Women'’s Day of March and Bright Women's Festival” in
the government courtyard to commemorate the 107t
anniversary of International Women's Day as well as to
enrich the cultural life of the women of the town. Township
departments, administrative villages and organisations
stationed in the town participated in this grand special
performance.

The Company performed the “paso doble show”, in which
warm and cheerful music, focused expressions, graceful
dance and confident paces all showed AAG women's
active, enthusiastic, and heroic attitude and skills, Their
exquisite performance not only won the applause of the
audience and left a deep impression on us, but also vividly
conveyed the central theme of a harmonious society, and
struck a blow for the integration of enterprises and
localities.
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From 16 to 25 September, the AAG basketball team took
part in the "Mid-Autumn Festival and National Day”
basketball match held by the Jincheng branch of China
United Coalbed Methane Co., Ltd, and took part in Jiafeng
Town's "CUCBM Cup” basketball match. Our team won the
“spiritual civilisation award” and the basketball prize issued
by the Government of Jiafeng Town.
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Basketball match moments
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EBHZTESGIEEE |

Indicator for Disclosure Page
BiE -  HERERER BT EIsEA
Scope: Environment
RiE
A1l: Emissions pP22-24
P

General Disclosure

Information on:

(@) Policies; and

(b) Compliance with relevant laws and regulations that have a significant impact on the issuer

related to air and greenhouse gas emissions, discharges into water and land, and generation
of hazardous and non-hazardous waste.

—MRIREE -

BRABERBERESN  MkRTiHEEs  AEREEEEVNEELESH

(@ Xk

(b) ETFEITABERZENEBERKBRDNER

A1.1 The types of emissions and respective emissions data P23-24
PERniE A AR B EUR

A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity (e.g. | P23
per unit of production volume, per facility)

AERBAHNE (UWEEE) &k (iEA) BE (WASEEEM - BIRRMEE
#)

A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. | P24
per unit of production volume, per facility)

FFEEBEEEYEE (LEHE) k (WER) BE (WABESEEM - BIERE
TE)

Al4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity | P24
(e.g. per unit of production volume, per facility)
FrEEEEEEYEE UANEE) R(ER)BE (ML SEEEMN - BIEREITE

A1.5 Description of measures to mitigate emissions and results achieved P23-24
ORI SRR E R BE SR TS AR

Al6 Description of how hazardous and non-hazardous wastes are handled, reduction | P24
initiatives and results achieved
HilRIEEERBEREEMNITE  RIEEESHEIERFTFAR
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EBHZTESGIEEE |

Indicator for Disclosure Page
RIE  #HEREREE T T B AR

A2:  Use of Resources

R A

General Disclosure pP25-27

Policies on the efficient use of resources, including energy, water, and other raw materials.

— R -

BRERER (BIE60R « KEEAMERME) MR

A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in | P25

total (kWh in ‘000s) and intensity (e.g. per unit of production volume, per facility).
IEME S EER SEERR (NE - mEch) @F8 (UASTHTRETE)
NEE (WMASESEN - FEKENE)

A2.2 Water consumption in total and intensity (e.g. per unit of production volume, per | P27
facility)
BEKERTE (MAGEESBM - §ERMAE)

A2.3 Description of energy use efficiency initiatives and results achieved. P26
L BE IR A a5 8l R PSR

A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, | P27

water efficiency initiatives and results achieved.

L SREGER KR LRI B EAERE - AR AR 8 R PSR

A2.5 Total packaging material used for finished products (in tonnes) and, if applicable, | Not Applicable
with reference to per unit produced.
R mAABEMHNESE (CAETE) &k (WNER) BEEEMEE A
A3:  The Environment and Natural Resources P22
RIBERARAEIR

General Disclosure
Policies on minimising the issuer’s significant impact on the environment and natural resources.

—RRIEE  REBEITAMRERAARERENERT ENBOR

A3.1 Description of the significant impacts of activities on the environment and natural | P22

resources and the actions taken to manage them.

XGRS HRERARERNEAZELERNEREMYENTD
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Indicator for Disclosure

RE  HERERER

Page
TS BIEAGH B

Scope: Social

HE

Employment and Labour Practices

BIERSTER

B1: Employment
(=

General Disclosure

Information on:

(@) the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the issuer
relating to compensation and dismissal, recruitment, and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination, and other benefits and welfare.

—RIREE

BRI R E - BERET - TERE - BE - FERE S - RERUEEAMRE REF

H

@ BE:

(b) ESF T TABEAZENERERMROIHNER

P39

B1.1 Total workforce by gender, employment type, age group and geographical region
RIERER - FicER MR E| D8 ES B

P40

B1.2 Employee turnover rate by gender, age group and geographical region

RERAR MR E DB EBRK LR

P40

B2: Health and Safety
REREZE

General Disclosure

Information on:

(@) Policies; and

(b) Compliance with relevant laws and regulations that have a significant impact on the issuer
related to providing a safe working environment and protecting employees from
occupational hazards.

—MEE FRRELTETEREMRERERBSBELTEN
(@) BOR: &
(b) BTFEHBITABERAFZEMNMBEEEZLAMNNER

P16

B2.1 Number and rate of work-related fatalities.

B T VB R TAL T B A SR L

P17

B2.2 Lost days due to work injury.
ETEBATIEA S

P17

B2.3 Description of occupational health and safety measures adopted, how they have
been implemented and monitored.

PR B R R R 2555 - ARBERBRITRERIDE

P16-19
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EBHZTESGIEEE |

Indicator for Disclosure
RIE - HERERIBE

Page
TS BIEAGH B

B3: Development and Training
B R B )|
General Disclosure

Policies on improving employees’ knowledge and skills for discharging duties at work. Description
of training activities.

— IR

BRRITERETT TIERE MBS EER - Wl dlE s

P42

B3.1 The percentage of employees trained by gender and employee category (e.g.
senior management, middle management).

REEER (WERERE TRAEEEF) FO0NZIIREANL

P44

B3.2 The average training hours completed per employee by gender and employee
category.

RREEERIED - BREETKZIIN TR

P41

B4: Labour Standards
25 T2

General Disclosure

Information on:

(@) Policies; and

(b)  Compliance with relevant laws and regulations that have a significant impact on the issuer
related to preventing child and forced labour.

— B

BRABIEE T4 TH) -

(@) BKR &

b) ETHBETABEAZENHBERIADINER

P39

B4.1 Description of measures to review employment practices to avoid child and forced
labour.

faittie s BRI E AR R E T RaH|5 T

P39

B4.2 Description of steps taken to eliminate such practices when discovered.

T SR E R BN H R A RIS AT SRR 27 5

P39
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Indicator for Disclosure
RIE - HERERIBE

Page
TS BIEAGH B

Operating Practices

EEEM

B5:  Supply Chain Management
Hregeit

General Disclosure
Policies on managing environmental and social risks of the supply chain.

—RRIEE - BEEHEERNRE RS RBRER

P30

B5.1 Number of suppliers by geographical region
EE T NHERHAE

P31

B5.2 Description of practices relating to engaging suppliers, number of suppliers where

the practices are being implemented, how they are implemented and monitored.

AR AEEENES  AEATEBEENNHEEREE « AKRBRIED

P30

B6:  Product Responsibility
EmAE

General Disclosure

Information on:

(@) Policies; and

(b)  Compliance with relevant laws and regulations that have a significant impact on the issuer
related to health and safety, advertising, labelling, and privacy matters relating to products
and services provided and methods of redress.

—RRWE  AEARHERNRGORERELZSE - BE  BRRLBEEARMBYRITAN -

P29-30

@ BE: M
b) BETFHETABEAZENEBERIRIINER
B6.1 Percentage of total products sold or shipped subject to recalls for safety and health | Not Applicable
reasons.
EENHDEXERAHTAL 2 REFIEH MR E D TE R
B6.2 Number of products and service related complaints received and how they were | P30
dealt with.
BERADOE m M RISV IRGF BB LA KBS 5 0E
B6.3 Description of practices relating to observing and protecting intellectual property | Not Applicable
rights.
Flsoh S 4 o K RS RN EE M R A ROME 1) NER
B6.4 Description of quality assurance processes and recall procedures. P29
HUE S E 812 K E m AR 7
B6.5 Description of consumer data protection and privacy policies, how they are | Not Applicable
implemented and monitored.
HUE B E ERMRE RFLBBOR - ARMEERTRER T TER
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Indicator for Disclosure Page
B - HERERER BB A
B7: Anti-corruption P10
RES
General Disclosure
Information on:
(@) Policies; and
(b)  Compliance with relevant laws and regulations that have a significant impact on the issuer
related to bribery, extortion, fraud, and money laundering.
—MREE - BRERI LB - R - BGEROLER
(@) ﬁ%'&
(b) SFHBET ARG EATENRBER LR
B7.1 Number of concluded legal cases regarding corrupt practices brought against the | P10
issuer or its employees during the reporting period and the outcomes of the cases.
RERPAHETASEEESRDNWEEENBSHFARMNE R LFAER
B7.2 Description of preventive measures and whistle-blowing procedures, how they are | P10
implemented and monitored.
TR Py E A I SR IRAR T - A RB T REER A A
Community
HE
B8:  Community Investment P32-38
HEERE
General Disclosure
Policies on community engagement to understand the needs of the communities where the issuer
operates and to ensure its activities take into consideration the communities’ interests.
—RIRE - AU R2ERBREEMELRFENRRAER LD SEBHLRNENBOR
B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour needs, | P32-38
health, culture, sport).
LIERERE (HE - BEFEE  BTIFER - #F - b 85)
B8.2 Resources contributed (e.g. money or time) to the focus area. P32-38

EZIHBMPAER (WSEHFRHE)
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Feedback
EERER

Dear Reader:

Thank you for your interest and support in AAG's sustainable
development commitments. In order to deliver professional and
valuable ESG information to you, as well as further improve our
Sustainable Development Report, your suggestions and feedback are
very much appreciated.

1. Are you satisfied with this report? Please feel free to share your
comments.

1. Does this report give you full visibility on our CSR platform?
2. Were you able to find the information that you were seeking in
this report?

3. What are your suggestions for this report?

BHAES

FERHEY LRI AR AR A EE
ROBDIMSF - RREREMH %zﬁ?i??% B
BEEENRE #He8hERES iﬁ-*ﬁ%ﬂ
SRERABEERBENEE  BOEOE
BARBRTBEESE

1. SYEBMERLTHE? FELENHE -
2. Cﬁ%’%ﬁzﬁ'ﬁﬁ ﬁ%ﬁ%a&ﬁ’ﬂ’%iﬁ%
LR T ZBRE

3. BHAEBEBNEEAERSTELRTE
K 7

4. FEWMEAWLBERS

Your contact information ZEY1{z B

Name #%

Company L{EEfL

Title BEFE

Fax EE

Phone Number B2 5 5

E-mail EF 4
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