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Company at a Glance

Nl by

AAG Energy, the Leading
Independent CBM Producer in China

DXRER PEIRERITRNELSE

Our Vision FE=

To be the world’s leading, most enduring
clean energy company for today and
tomorrow.

BIERREE RN KEERNBRE
IREAREE -

C o A
Mission 15 ap
To create best value for society, optimized

platform for employees and highest return
for shareholders.

RUEBREREEE  REIAERT
Fa o SBRRAESRARES

*  According to the CNOOC Plan [2018] No.197
“Approval of the adjustment plan for the
production period of the coalbed methane
resources development project in Panzhuang
concession, Jincheng, Shanxi Province” (7 E/§
M5t [2018]197 SECRE R L PA B OB B LR R E 7,
BRMBEBBEEMARSD ZHOHE)), the
coalbed methane resources development
project in Panzhuang concession, Jincheng,
Shanxi Province has a designed annual

production capacity up to 650 million cubic
meters.

* ARIR A MG (2018197 SRK RIS LU ER B U AE
EBEREERERFAEEB EERAED =L
&) WABNE RN ERERAEAER I

~FHREREE 65 5K e VAR P i

About AAG Energy Holdings Limited

AAG Energy Holdings Limited (“AAG Enegry” or the “Company’) is a leading
international energy company in the field of Coal Bed Methane (“CBM”)
exploration and production in China. It is dedicated to developing and
optimizing the value of unconventional gas resources to supply clean energy
to the economy in China. AAG Energy’s key operating assets, Panzhuang
and Mabi concessions, are located in the southwestern part of Qinshui Basin
in Shanxi Province, which boasting the largest proved CBM geological
reserves among basins in China. AAG Energy’s Panzhuang concession,
which is in partnership with China United Coalbed Methane Corporation Ltd.
(“*CUCBM”), is the most commercially advanced Sino-foreign CBM asset in
China and the first Sino-foreign CBM cooperative project with full-scale
commercial development and production. The project has a designed annual
production capacity up to 650 million cubic meters*. The Overall Development
Plan (“ODP”) of the Foreign Cooperation Project within the Southern Area in
Mabi concession, Qinshui Basin, Shanxi Province, in cooperation with China
National Petroleum Corporation (“CNPC”), was approved by the National
Development and Reform Commission (“NDRC”) of the People’s Republic of
China (“PRC”) in September 2018. The designed annual production capacity
for commercial development is 1 billion cubic meters. With its successful
experience in the commercialization of CBM and excellent management
team, AAG Energy will contribute more clean energy to society and create
higher return for investors.
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Corporate Information

QNAEHR
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Corporate Information

QNAEHR
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Hong Kong

PRINCIPAL PLACE OF BUSINESS IN CHINA

Panzhuang Management Center
Guobei Village

Jiafeng Town, Qinshui County
Jincheng City
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People’s Republic of China
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Corporate Information

QNAEHR
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW

We are pleased to announce that the AAG Energy and its subsidiaries
(collectively, the "Group”) continues to deliver strong growth in gross
production of CBM in the first half of 2019 (“1H2019") as compared to
the first half of 2018 (“1H2018"), representing a period-on-period
growth of 18.92%" to 453 million cubic meters (“MMCM") (being 16.0
billion cubic feet ("bef”)) (comprising Panzhuang concession’s
production of 416 MMCM (being 14.7 bcf) and Mabi concession’s
production of 37 MMCM (being 1.3 bcf)).

Due to the growth of production, the Group's gross sales volume? of
CBM grew by 20.15% to 442 MMCM (being 15.6 bcf) (comprising
Panzhuang concession’s sales volume of 406 MMCM (being 14.3 bcf)
and Mabi concession’s sales volume of 36 MMCM (being 1.3 bcf)) in
1H2019 as compared to 368 MMCM (being 13.0 bcf) in TH2018.

Due to the strong demand for natural gas in winter, the realized
average selling price ("ASP")® of Panzhuang concession increased from
RMB1.53 per cubic meter in 1H2018 to RMB1.80 per cubic meter in
1H2019, representing a growth of 17.65%; the realized ASP of Mabi
concession in TH2018 amounted to RMB1.42 per cubic meter, and the
realized ASP in 1TH2019 amounted to RMB1.40 per cubic meter due to
the change in customer structure.

Our revenue for 1H2019 (including subsidy and VAT refund) increased
by 37.77% to RMB764 million as compared to that of the corresponding
period of 2018. Net profit increased by 64.60% to RMB339 million.
EBITDA increased by 59.15% to RMB585 million. Earnings per share
increased by 61.29% to RMB0.100.

Note 1:  Due to the different units of expression and decimal places reserved of data,
there may be slight deviation in the percentage of increase or decrease; the
percentage of increase or decrease is based on the calculation of the minimum
units of expression and decimal places reserved available in the report.

Note 2:  Gross sales volume is gross production volume less utilization loss.

Note 3:  Realized ASP excludes the directly attributable pass through cost and reflects the

realized wellhead price.
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Management Discussion and Analysis

- Y
EEENmE DN
BUSINESS REVIEW (Continued) ¥XKOE %
Six months ended 30 June
BZ6H30HIEA@EA
2019 2018
2019 & 20184
RMB'000 RMB’000
AR®T T AREEF T
(Unaudited) (Unaudited)
(REBFER) (RIEFEZ)
Revenue WA 597,651 430,501
Other income H A WA 166,006 123,809
Profit from operations P YNES 445,689 290,939
EBITDA EBITDA 584,949 367,554
Adjusted EBITDA T A EBITDA 604,850 380,068
Profit for the period BRI FE 338,577 205,698
Basic earnings per share (RMB) SIRERIE (AREETT) 0.100 0.062
Diluted earnings per share (RMB) slEFHERBIE (AR 0.100 0.061
As at As at
30June 31 December
2019 2018
R2019 £ #2018 F
6H30H 12H31H
RMB'000 RMB'000
AR¥T AREF T
(Unaudited) (Audited)
(REEERK) (BEZ)
Property, plant and equipment TEIE - TRRHRE 3,591,488 3,651,419
Cash and bank balances WL RIRITES 1,707,355 1,700,290
Total assets BEE 6,131,486 6,007,107
Total equity B 5,464,190 5,376,853

TERERERERAR/ —T-NFHBERE




Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW (Continued)

The Group has achieved considerable progress towards certain key
operational objectives during TH2019:

e  Health Safety Environment ("HSE")

As a leading CBM exploration and production company in the
PRC, the Group always gives top priorities to HSE work. With the
collaborative efforts of all employees, the Group continues to
make outstanding progress in terms of HSE performance
indicators. Specifically, the Group has recorded zero for the
employee total recordable injury rate (“TRIR"), lost time injury
rate (“LTIR"), and preventable motor vehicle accident (“PMVA”)
in TH2019. The Company'’s subsidiary, Asian American Gas, Inc.
("AAGI"), was awarded the "Eco-Environmental Advanced Group
2018 (2018 FF /& A REIRIR o ¥ 5 8)" by the People’s Government
of Qinshui County in February 2019, and was awarded the
“Qutstanding Enterprise in Environment Protection 2018 (2018 4
EEERERETIIEEBDE)" by the People’s Government of
Jincheng City in April 2019. The Company'’s subsidiary, Sino-
American Energy, Inc. ("SAEI"), was awarded the "County’s
Safety Production Advanced Group 2018 2018 FE & B &L & A E
S EE)” by the People’s Government of Yangcheng County in
April 2019. As of 30 June 2019, AAG Energy has achieved an
outstanding safety performance record of zero lost time injury for
4 years and 299 days.

e  Panzhuang Concession
Our Panzhuang concession, which is in partnership with CUCBM,
was listed as China’s key CBM project in production under the
13th Five-Year Plan for the development and utilization of CBM
(coal mine gas) prepared by the National Energy Administration
("NEA") and issued by the NDRC.

In TH2019, the gross production for Panzhuang concession
reached 416 MMCM (being 14.7 bcf), representing a period-on-
period increase of 25.48% compared with 331 MMCM (being 11.7
bcf) in TH2018. Daily average production during TH2019 was
2.2964 MMCM (being 81.1 million cubic feet (“mmcf"”)) compared
to 1.8302 MMCM (being 64.6 mmcf) in TH2018. As of 30 June
2019, 273 wells were in production in Panzhuang concession,
including 49 multi-lateral drilling wells (“MLD"), 74 pad drilling
wells (“PDW") and 150 single lateral horizontal wells (“SLH").

8 AAG ENERGY HOLDINGS LIMITED / INTERIM REPORT 2019
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Management Discussion and Analysis
EEENWRE DN

BUSINESS REVIEW (Continued)

Panzhuang Concession (Continued)

The Panzhuang concession 2019 work plan focuses on
accelerating production growth while keeping costs competitive.
In TH2019, in respect of Panzhuang concession, we have drilled a
total of 22 wells, of which 19 were SLHs and 3 were PDWs.
Average drilling time for each SLH, being the main type of well,
was 16.7 days with average drilling cost controlled at RMB2.8
million, which was lower than the amount of RMB2.9 million in the
corresponding period of last year. In addition, in respect of
Panzhuang concession, we fractured 7 PDWs and added 30 wells
into production.

The daily production capacity of our Panzhuang concession
surface facilities has exceeded 3 MMCM, including é gas
gathering stations, 24 wellhead compressors, 62.4 km of trunk
lines and 97.8 km of completed single well pipelines. The
construction progress of a double circuited 35 kilovolt (“KV")
power line lags behind (the company reserves its right to hold the
relevant parties accountable). This power line will be able to
satisfy the electricity demand of the Panzhuang concession and
further improve the gas distribution capacity upon the
commencement of operations, thus increasing our production
and sales volumes.

Please refer to Table 1 for specific information on the operational
performance of Panzhuang concession and well count.

Mabi Concession

Our Mabi concession, which is in partnership with CNPC, was
listed as China’s key CBM project under construction under the
13th Five-Year Plan for the development and utilization of CBM
(coal mine gas) prepared by the NEA and issued by the NDRC.

As reported in our 2018 annual report, in respect of Mabi
concession, for TH2019 the Group focused on implementing the
application of certain new technologies and techniques identified
by us as scheduled with reference to the geological features, and
continuously optimizing the development implementation plan,
thereby increasing the expected return on investment in
connection with the 2019 drilling plan and the ODP of the
Southern Area in Mabi Concession. Upon the comprehensive
optimization, 2019 drilling plan will be implemented in the
second half of 2019 ("2H2019") in order to prepare for further
sizable development.
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Management Discussion and Analysis
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BUS'NESS REVIEW (Continued)

Mabi Concession (Continued)

In TH2019, as there was no new well being put into production
while technological optimization, such as ultrasonic stimulation
trial and downhole equipment modification, was carried out on
the existing wells, the number of pumps inspection recorded a
period-on-period decrease of 53%. The gross production
reached 37.62 MMCM (being 1.3 bcf), 4.67% higher than the
original target of 35.94 MMCM for 1H2019. Daily average
production was 0.2078 MMCM (being 7.34 mmcf), 0.0093 MMCM

E AE) e

higher than the production target.

Please refer to Table 1 for specific information on the operational

performance of Mabi concession and well count.

Table 1 — Operation matrix of Panzhuang ("PZ") and Mabi ("MB")

concessions®

BEYER (&)

2019F F¥F  BSREIMEZEIHFHIR
EMERLT  HRAEHET T BEKIE
ERR - HTIRELESTEEL B
RIRE[A L T F£53% fﬁ%éi&mz
B K (BN3EIIFER) - #20194F
FHEFREISUELFANEZRE
4.67% - FHREE /20788 5K (B
JIABYFER) REEBEES0938
S HKREX -

FUERHELERRLITBATHAR
B B2RRKR1-

11— BRER(BEHEDNSLER(SE

B HEEER"

1H2019 1H2018 % change 2018 Full year
20194 2018 23 2018
2 L¥F BOL 25
Gross production (MMCM) wEs(HBEMK) 453.27 381.16 18.92% 802.21
Total average daily production BEHRES
(MMCMD) (BBILAKER) 2.50 211 18.48% 2.20
PZ gross production (MMCM) BHBESE(ABEYAK) 415.65 331.26 25.48% 705.53
PZ MLD EHMLD 105.60 132.40 -20.24% 254.82
PZ SLH B SLH 263.75 181.80 45.08% 404.29
PZ PDW & PDW 46.30 17.06 171.40% 46.47
Total PZ producing wells” s 273 176 55.11% 243
PZ MLD & MLD 49 49 0.00% 49
PZ SLH %A SLH 150 104 44.23% 127
PZ PDW %A PDW 74 23 221.74% 67
PZ wells drilled B EH TR 22 35 -37.14% 63
PZ wells fracked B R EE Y 7 5 40.00% 14
MB gross production (MMCM) EveEs(BEYAK) 37.62 49.90 -24.61% 96.68
MB MLD BIAMLD 0.02 - — 0.01
MB SLH BIASLH 9.59 15.40 -37.73% 26.64
MB PDW HIAPDW 28.01 34.50 -18.81% 70.03
Total MB producing wells™ SRAEERE 171 184 -1.07% 175
MB MLD HIHMLD 1 - — 1
MB SLH BIASLH 10 16 -37.50% 10
MB PDW BIPDW 160 168 -4.76% 164
MB wells drilled BB TN - - - -
MB wells fracked BRI EE = 24 -100.00% 31

* Operations update as of 30 June, 2019, 08:00 CST.

*k

10 AAG ENERGY HOLDINGS LIMITED / INTERIM REPORT 2019

Well count is calculated from pumping start date.

*

*k
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Management Discussion and Analysis

EEENWR DN

MANAGEMENT REVIEW

Based on the specific CBM geological conditions, we selected
appropriate exploitation technologies with reference to the local
geological conditions. As a result, the production performance of the
new wells put into production in 2019 of Panzhuang concession has
exceeded the expected target. By analyzing the production curve of
existing wells, and continuously optimizing production management,
the number of pumps inspection in each of Panzhuang and Mabi
concessions has been reduced, and the deceleration rate of production
wells has significantly decreased.

Our new management team attaches great importance to the
advancement and innovation of new technologies and techniques. The
Company has set up a research and development fund for
technological advancement and innovation, and established three
technological innovation awards for the purpose of motivating
technological innovation, thereby building the Company’s core
technological competitiveness.

Through stringent investment and cost control measures, we have
strengthened the management of the entire production and
operational process and improved production efficiency based on our
refined management philosophy, meanwhile we paid attention to the
weighting factors that have effects on costs, which resulted in the
increase in investment return and the decrease in project operating
costs.

In TH2019, we continued to implement in-depth optimization of
staffing and achieved phased results, resulting in the enhancement of
the core competitiveness of the Company's talents.

The Group has completed the revision of its internal control system in
1H2019 with an aim to fulfill the Company’s new organizational
structure and management needs more effectively, thereby improving
its operational efficiency.
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Management Discussion and Analysis

EEENWR DN

MARKET OPERATION REVIEW

The total sales volume of Panzhuang concession reached 406 MMCM
(being 14.3 bcf) in 1H2019, including 116 MMCM (being 4.1 bcf) from
liquefied natural gas (“"LNG") customers, 284 MMCM (being 10.0 bcf)
from pipeline gas customers and 6 MMCM (being 200 mmcf) from
compressed natural gas ("CNG") customers. Due to the strong
demand for natural gas in winter, the realized ASP of Panzhuang
concession in TH2019 was RMB1.80 per cubic meter, representing a
period-on-period increase of 17.65%. Sales utilization rate of
Panzhuang concession still maintained at a high level of 98% 1H2019.

The total sales volume of Mabi concession reached 36 MMCM (being
1.3 bcf) in TH2019, including 33 MMCM (being 1.2 bcf) from pipeline
gas customers, 3 MMCM (being 100 mmcf) from CNG customers. Due
to the increase in sales from CNG customers, the realized ASP of Mabi
concession in TH2019 was RMB1.40 per cubic meter, representing a
mild period-on-period decrease. Sales utilization rate of Mabi
concession was 96% in 1H2019.

1 new downstream customer was added in TH2019.
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FINANCIAL REVIEW

/g JEI)

Six months ended 30 June

BZ6H30HIAXEA

2019 2018

2019 % 2018 4F

RMB’'000 RMB'000

AR®T T ARBTT

Revenue A 597,651 430,501
— Panzhuang — &R 547,628 367,638
— Mabi — B 50,023 62,863
Subsidy income AW A 99,361 89,640
— Panzhuang — &R 89,160 77,680
— Mabi — B 10,201 11,960
VAT refund BEBERH 66,645 34,169
— Panzhuang — EH 61,588 27,548
— Mabi — B 5,057 6,621
Other gains/(losses), net HtFIEB (Bk) — FHE 82 (26)
Operating expenses KER% (318,050) (263,345)
Depreciation and amortization PrE N EH (139,260) (76,615)
Employee benefit expenses BEERAFEX (64,408) (78,534)
Materials, services and logistics ME RIS KRR (107,378) (95,337)
Others HAh, (7,004) (12,859)
Panzhuang A (245,259) (148,102)
Depreciation and amortization WrE L # Y (118,205) (60,985)
Employee benefit expenses EEREAMFAX (37,953) (23,361)
Materials, services and logistics MR BRIE MR (83,483) (58,297)
Others EHh (5,618) (5,459)
Mabi 5B (61,828) (71,073)
Depreciation and amortization e L # (18,692) (13,833)
Employee benefit expenses BEEREAMRAX (22,442) (24,778)
Materials, services and logistics MR RIS MR (19,387) (27,718)
Others Hh (1,307) (4,744)
Headquarters A (10,963) (44,170)
Depreciation and amortization Pree K gH (2,363) (1,797
Employee benefit expenses BEERBAFAX (4,013) (30,395)
Materials, services and logistics MR RIS MR (4,508) (9,322)
Others Hh (79) (2,656)

TERERERERAR/ —T-NFHBERE 13




Management Discussion and Analysis

== = =A N
=] IEE nT_I-nIFJ&JJ *ﬁ'
FINANCIAL REVIEW (Continued) B 7% Bl B ()
Six months ended 30 June
BZ6HA30HILEAEA
2019 2018
2019 F 2018 4
RMB’000 RMB'000
ARET T ARETIT
EBITDA EBITDA 584,949 367,554
— Panzhuang — & 571,428 385,641
— Mabi — BB 21,848 24,284
Profit from operations R E 445,689 290,939
Interest income FIEUW A 16,479 11,923
Finance costs B E F (1,830) (5,497)
Exchange gains/(losses) B 5 Mg, (4855) 1,380 (8,222)
Finance costs, net BRER — 35 16,029 (1,796)
Profit before income tax B BT 18 %% B I 55 461,718 289,143
Income tax expense TSt & A (123,141) (83,445)
Profit for the period IS 338,577 205,698
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FINANCIAL REVIEW (Continued)

Gross production volume, gross sales volume, net sales volume,

realized ASP and revenue are set out below:

BY %o B ()
mER -
R AHEFIINT -

MIHE - FIHE  FHERMEEER

Six months ended 30 June

BZ6H30HIEXEA
2019 2018
2019 % 2018 FF
Gross production volume (bcf)’ MES(TEIHFER) 16.01 13.46
Panzhuang EIT 14.68 11.70
Mabi B 1.33 1.76
Gross production volume (MMCM)' MES (A8 TX)! 453.27 381.16
Panzhuang EH 415.65 331.26
Mabi B 37.62 4990
Gross sales volume (bcf)? wise (BT AER)? 15.60 12.98
Panzhuang EH 14.32 11.48
Mabi B 1.28 1.50
Gross sales volume (MMCM)?2 BN E (BB HK)?2 441.75 367.66
Panzhuang EIT 405.58 325.25
Mabi B 36.17 42.41
Net sales volume (bcf)? FHEE (HEILAER)3 11.24 9.30
Panzhuang EH 10.23 8.10
Mabi B 1.01 1.20
Net sales volume (MMCM)? FHEE (BB K)S 318.17 265.00
Panzhuang ERE 289.75 229.80
Mabi s 28.42 35.20
Realized ASP* FHEREEBER

RMB per cubic meter AR¥ETT/SLHK
Panzhuang i 1.80 1.53
Mabi B 1.40 1.42

US$ per mcf ER/FURRR
Panzhuang I 7.39 6.79
Mabi BN 5.75 6.30
Revenue (RMB'000) WA (AREFIT) 597,651 430,501
Panzhuang EH 547,628 367,638
Mabi B 50,023 62,863

TERERERERAR/ —T-NFHBERE
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FINANCIAL REVIEW (Continued)

Notes:

1. Gross production volume is the total amount of CBM produced.

2. Gross sales volume is gross production volume less utilization loss.

3. Net sales volume is the portion of gross sales volume allocated to us under the

production sharing contract, after the deduction of amount sold to pay applicable
VAT and local taxes.

4. Realized ASP excludes the directly attributable pass through cost and reflects the
realized wellhead price. Pass through costs include fees for transmission cost,
processing, and other expenses included in materials, services, and logistics, but are
charged to our customers.

Six Months Ended 30 June 2019 Compared to Six Months
Ended 30 June 2018

Revenue. Our revenue increased by RMB167 million, or 38.83%, from
RMB431 million for the six months ended 30 June 2018 to RMB598
million for the six months ended 30 June 2019. The increase was
generated mainly in Panzhuang due to an increase in gross production
from 331 MMCM to 416 MMCM and an increase in realized ASP from
RMB1.53/cubic meter in TH2018 to RMB1.80/cubic meter in TH2019.

Subsidy income. We had subsidy income of RMB89.64 million and
RMB99.36 million for the six months ended 30 June 2018 and 2019,
respectively. For the six months ended 30 June 2019, our subsidy
income increased by RMB9.72 million, or 10.84%, mainly due to the
increased net sales volume in Panzhuang.

VAT refund. Our VAT refund for the six months ended 30 June 2018
and 2019 were RMB34.17 million and RMB66.65 million, respectively.
For the six months ended 30 June 2019, our VAT refund increased by
RMB32.48 million, or 95.05%, mainly due to the increased net sales
volume and realized ASP in Panzhuang.

Other gains/(losses), net. Our other gains/(losses) changed from a loss
of RMB26,000 for the six months ended 30 June 2018 to a gain of
RMB82,000 for the six months ended 30 June 2019 due to the overhead
for income of other businesses.
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2019 Compared to Six Months
Ended 30 June 2018 (Continued)

Operating expenses. Our operating expenses increased by RMB54.71
million, or 20.77%, from RMB263 million for the six months ended 30
June 2018 to RMB318 million for the six months ended 30 June 2019
primarily due to increases in depreciation and amortization as a result
of increased production wells and increased production, and the
increase in electricity, materials, services and logistics expenses due to
more wells being put into production.

J Depreciation and amortization. Our depreciation and
amortization increased by RMB62.65 million, or 81.77%, from
RMB76.62 million for the six months ended 30 June 2018 to
RMB139 million for the six months ended 30 June 2019, mainly
due to the increase in production wells and gas production in
Panzhuang, and the increase in depreciation of right-of-use asset
adjusted by lease standards.

o Employee benefit expenses. Our employee benefit expenses
decreased by RMB14.12 million, or 17.99%, from RMB78.53
million for the six months ended 30 June 2018 to RMB64.41
million for the six months ended 30 June 2019, mainly due to the
optimization of organizational structure and position settings,
and the decrease in share-based non-cash expenses.

° Materials, services and logistics. Our materials, services and
logistics expenses increased by RMB12.04 million, or 12.63%,
from RMB95.34 million for the six months ended 30 June 2018 to
RMB107 million for the six months ended 30 June 2019, mainly
due to the increase in electricity usage, sewage treatment and
other operating costs arising from the production of more wells
in Panzhuang, and the increase in transmission costs as a result of
the increase in sales volume.

o Others. Our other expenses were RMB12.86 million and RMB7
million for the six months ended 30 June 2018 and 2019,
respectively, mainly due to the relocation of Beijing headquarters
resulting in savings in office rentals and daily administrative and
management expenses.

Bt ¥ B B (@)
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0RIEANEAHARK263ETEMNT AR
5,471 & 708 20.77% ZE = 2019F 6 A30H
IFAREAMARKE3ISET  TERHNLEE
FIBINAE SIS ITE REEE N - &
HREZMHRALEEBRNEE - VE - R
5 K i B S8 ANET B ©

o  WEREN BPNITEREHEAES
2018 F 6 H30H IE/NA A A RE 7,662
BTN T AR6,2658 7T 5081.77%
EHZE2019F6A30BIEAEAHMAR
BA139EIL  TERRNEHNEEH T
mFEEEN - REEERFAENEA
EEEFELIATE -

s EFEERFAL - BMNEBRFHAXZA
B E22018F6A30B EXTEAMAR
78538 LS T AR, 4128 L3k
17.99% Z&E 2019F 6 A 30 H 1L/~ A
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2019 Compared to Six Months
Ended 30 June 2018 (Continued)

EBITDA. Our EBITDA increased by RMB217 million, or 59.15%, from
RMB368 million for the six months ended 30 June 2018 to RMB585
million for the six months ended 30 June 2019. The increase was mainly
due to the increase in net sales resulted from a 25.48% increase of
Panzhuang’'s gross production, as well as the increase in subsidy
income and VAT refund, the decrease in employee benefit expenses
due to the optimization of organizational structure and position
settings, and the increase in materials, services and logistics expenses
due to more wells being put into production in Panzhuang. In
conclusion, higher production volume and realized ASP, as well as
strict cost-control measures, have led to an increase in EBITDA, which
could even be greater than the increase in income. Panzhuang's
EBITDA increased by RMB185 million, or 48.18%, from RMB386 million
for the six months ended 30 June 2018 to RMB571 million for the six
months ended 30 June 2019. The increase in EBITDA of Panzhuang
was mainly due to the increase in production and realized ASP, and the
increase in subsidy income and VAT refund, but was partially offset by
higher materials and electricity expenses as a result of more wells
being put into production. Mabi’s EBITDA decreased by RMB2.43
million, or 10.03%, from RMB24.28 million for the six months ended 30
June 2018 to RMB21.85 million for the six months ended 30 June 2019.
The decrease in EBITDA of Mabi was due to the decrease in
production and realized ASP.

Profit from operations. As a result of the foregoing, our operating
profit increased by RMB155 million, or 53.19%, from RMB291 million for
the six months ended 30 June 2018 to RMB446 million for the six
months ended 30 June 2019.

Interest income. Our interest income increased by RMB4.56 million, or
38.21%, from RMB11.92 million for the six months ended 30 June 2018
to RMB16.48 million for the six months ended 30 June 2019, primarily
due to the increase in fixed deposit rates.
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2019 Compared to Six Months
Ended 30 June 2018 (Continued)

Finance costs. Our finance costs decreased by RMB3.67 million, or
66.71%, from RMB5.5 million for the six months ended 30 June 2018 to
RMB1.83 million for the six months ended 30 June 2019, mainly due to
the repayment of the US$250 million reserve-based facility. Finance
costs for 2019 were mainly the difference between the present value of
lease payments and the actual payments upon the adoption of new
lease standards, which were recognized as interests on lease liabilities.

Exchange gains/(losses). Our foreign exchange gains/(losses) changed
from exchange losses of RMB8.22 million for the six months ended 30
June 2018 to exchange gains of RMB1.38 million for the six months
ended 30 June 2019, mainly due to the foreign exchange gains of cash
deposit in foreign currency arising from the exchange rate fluctuation
between foreign currency and RMB.

Profit before income tax. Our profit before income tax increased by
RMB173 million, or 59.69%, from profits of RMB289 million for the six
months ended 30 June 2018 to profits of RMB462 million for the six
months ended 30 June 2019, primarily due to the factors affecting
EBITDA stated above, the increase in interest income and the decrease
in finance costs, but partially offset by the increase in depreciation and
amortization expenses.

Income tax expense. Our income tax expense increased by RMB39.7
million, or 47.57%, from RMB83.45 million for the six months ended 30
June 2018 to RMB123 million for the six months ended 30 June 2019,
mainly due to the increase in profit before income tax of Panzhuang for
the six months ended 30 June 2019. Income tax expense was related to
the operation of Panzhuang. Mabi had no income tax expense given it
had no taxable profit.

Profit for the period. Our profit for the period increased by RMB133
million, or 64.60%, from RMB206 million for the six months ended 30
June 2018 to RMB339 million for the six months ended 30 June 2019,
mainly due to the factors affecting profit before income tax stated
above but partially offset by the increase in income tax expenses.
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LIQUIDITY AND CAPITAL RESOURCES

The Group's financial management department is responsible for the
financing and fund management policies related to the overall
operations of the Group. Our primary sources of funding include cash
generated from operating activities and proceeds from the Company's
initial public offering (the “IPO") in 2015.

As at 30 June 2019, we had cash and bank balances of RMB1,707
million (as at 31 December 2018: RMB1,700 million).

Save as the information disclosed above or otherwise in this interim
report, the Group had 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 guarantee or other
material contingent liabilities as at 30 June 2019.

Cash Flow

The table below sets forth our cash flow for each of the periods
indicated.

RBEEREFER
AEENHBEEREERAEREEEEN
BOBARASERRE - RANREEASE
SRR EEEBFEENRE REAAR
2015FMERAREE (IPO)BEES -

R2019F 6 A308 » HMWMIE & RIEITHE
BARE1707ET(FA2018F 124318 + A
R#17.00187T) °

Br EC sk AR BRI RS A S o P i BE 2 B R
Gh - FA2019F 6 A30H » A= B W E AT ] &
EEI%E KR BFIHEMAERER(B#
THRRAIEET) RITBEX B AHEE
S Ha R E - BRI EEERESR TR
BRIEMEBANABE -

REeRE
TRIFINNZARBRBMANRERE

Six months ended 30 June

BZ6A30H1L~EA

2019 2018

2019 2018 4F

RMB'000 RMB‘000

AR®T T ARBF T

Net cash generated from operating activities KEEBTRIR G 58 356,143 75,349

Net cash used in investing activities KREEBFTRR ST (98,219) (216,071)

Net cash used in financing activities RE EE TR S F5E (254,452) (26,632)
Net increase/(decrease) in cash and Be MRS EBYIEM

cash equivalents R A) 588 3,472 (167,354)
Cash and cash equivalents at beginning HYNRE RS EY

of the period 1,656,523 2,236,970

Exchange gains on cash and cash equivalents Re MRS EEMEH 3,593 12,896

Cash and cash equivalents at end of the period HANRE RRESEEY 1,663,588 2,082,512
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LIQUIDITY AND CAPITAL RESOURCES (Continued)
Operating Activities

Net cash generated from operating activities was RMB356 million for
the six months ended 30 June 2019, mainly due to profit before income
tax of RMB462 million, depreciation and amortization of RMB139
million and finance costs of RMB1.83 million. Such items were offset by
the increase in accounts receivable and other receivables of RMB124
million, income tax paid of RMB101 million, interest income of
RMB11.97 million and the decrease in accounts payable and other
payables of RMB7.10 million.

Investing Activities

Net cash used in investing activities was RMB98.22 million for the six
months ended 30 June 2019, mainly composed of purchases of
property, plant and equipment of RMB112 million, offset by interest
received of RMB13.38 million. The purchase of property, plant and
equipment mainly composed of payment for more wells drilled,
additional valve banks and the construction of gas gathering stations
and power facilities.

Financing Activities

Net cash used in financing activities was RMB254 million for the six
months ended 30 June 2019, which was mainly used to pay final
dividend of RMB256 million of 2018.

Cash and Bank Balances

We had cash and bank balances of RMB1,707 million and RMB1,700
million as at 30 June 2019 and 31 December 2018, respectively. Cash
and bank balances consist of cash on hand, cash at banks, and
restricted bank deposits. The increase in cash was mainly due to sales
returns. As at 30 June 2019 and 31 December 2018, approximately
39.95% and 55.46% of our cash and bank balances were held in HK
dollar or US dollar.
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2018 FRHBBARKE 2.56 (87T
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EBITDA AND ADJUSTED EBITDA

We provide a reconciliation of EBITDA and adjusted EBITDA to profit
for the period, which is the most directly comparable financial
performance calculated and presented in accordance with HKFRS.
EBITDA refers to earnings before interest income, finance costs,
exchange gains or losses, 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 of the Group's core operations.

We have included EBITDA and adjusted EBITDA as we believe they are
financial measures commonly used in the oil and gas industry. We
believe that EBITDA and adjusted EBITDA are used as supplemental
financial measures by management, 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 financing ability. However, EBITDA and adjusted
EBITDA should not be considered in isolation or construed as
alternatives to operating profit or any other measure of performance or
as an indicator of our operating performance or profitability. EBITDA
and adjusted EBITDA are unable to account for income tax, exchange
gains or losses, interest income, finance costs and depreciation and
amortization.
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EBITDA AND ADJUSTED EBITDA (Continued) EBITDA K &7 2 EBITDA (&)
The following table sets forth a reconciliation of EBITDA and adjusted T~ 5 & 7| B f5] EBITDA }% £ ] £ EBITDA Ei 7
EBITDA to profit for the period. THH SR
Six months ended 30 June
BZ6H30HIEAEA
2019 2018
2019 % 2018 &F
RMB’000 RMB'000
ARET T ARETT
Reconciliation of profit for the period BT BELEBITDA AU BR ©
to EBITDA:
Profit for the period HA 9 R 338,577 205,698
Income tax expense e ER 123,141 83,445
Interest income HMEWA (16,479) (11,923)
Finance costs 7% 8 A 1,830 5,497
Exchange (gains)/losses FEH (Mzs) 1Bk (1,380) 8,222
Depreciation and amortization e R#E 139,260 76,615
EBITDA EBITDA 584,949 367,554
Share-based non-cash compensation LARR (7 BERAIEIR S H A X
expenses - 11,606
Termination benefits for staff ST EERwE 19,901 -
Non-operation-related business FEL B AERAR RIS R S
development expenses and legal EREEARBERE
consulting service expenses - 908
Adjusted EBITDA Z AR EBITDA 604,850 380,068
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EBITDA AND ADJUSTED EBITDA (Continued)

Our EBITDA increased by RMB217 million, or 59.15%, from RMB348
million for the six months ended 30 June 2018 to RMB585 million for
the six months ended 30 June 2019. Such increase was mainly due to
the increase in net sales volume of Panzhuang as a result of a 25.48%
increase in gross production, as well as the increase in subsidy income
and VAT refund, the decrease in employee benefit expenses due to
the optimization of organizational structure and position settings, and
the increase in materials, services and logistics expenses due to more
wells being put into production in Panzhuang. In conclusion, higher
production volume and realized ASP, as well as strict cost-control
measures, have led to an increase in EBITDA, which could even be
greater than the increase in income. Panzhuang's EBITDA increased by
RMB185 million, or 48.18%, from RMB386 million for the six months
ended 30 June 2018 to RMB571 million for the six months ended 30
June 2019. The increase in EBITDA of Panzhuang was mainly due to
the increase in production and realized ASP, and the increase in
subsidy income and VAT refund, but was partially offset by higher
materials and electricity expenses as a result of more wells being put
into production. Mabi's EBITDA decreased by RMB2.43 million, or
10.03%, from RMB24.28 million for the six months ended 30 June 2018
to RMB21.85 million for the six months ended 30 June 2019. The
decrease in EBITDA of Mabi was due to the decrease in production
and realized ASP.

Our adjusted EBITDA increased by RMB225 million, or 59.14%, from
RMB380 million in TH2018 to RMB605 million in 1H2019. Such increase
was due to the aforementioned reasons for the increase in EBITDA and
the severance package generated in 1H2019.
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FINANCIAL RISK FACTORS

(a) Financial risk factors
The Group's operating 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 does
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 of 31 December 2018.

There have been no changes in the risk management policies
since year end.
(b) Liquidity risk
Compared to 31 December 2018, there were no material changes
in the contractual undiscounted cash out flows for financial
liabilities.

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 2019.

SIGNIFICANT INVESTMENT HELD

The Group did not hold any significant investment during the six
months ended 30 June 2019.

IMPORTANT EVENTS AFTER THE END OF THE
FINANCIAL PERIOD

There are no important events occurred after the end of financial
period for the six months ended 30 June 2019 and up to the date of
this report.

EMPLOYEES
As at 30 June 2019, the Group had 465 employees, with 7 based in

Beijing, 457 based in Shanxi and 1 based in Hong Kong.

The management believes that talent is the basis for long-term
development and growth of enterprises. Through regular trainings and
education of our corporate culture, the Group develops employees’
potentials for personal growth and increase our employees’ sense of
belonging to the Group. In addition, the Group provides its employees
with competitive remuneration packages and various benefits in line
with industry practice. At the same time, the Group creates a good
working environment and establishes teamwork spirit among
employees. The Group regularly reviews human resources policies to
ensure that the policies align with market practice and comply with
regulatory requirements.
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OUTLOOK FOR 2H2019

As mentioned above, the Group’s gross production of CBM increased
substantially in TH2019, and the realized ASP increased steadily.
Meanwhile, the total demand of natural gas in the PRC continues to
grow, and the national and local governments have intensively
introduced policies related to energy revolution and renewable energy
development recently, AAG Energy believes that the Group will
maintain the continuous growth of its production while achieving more
effective cost management in 2H2019, and lay a solid foundation for
exploring the Group's medium to long-term resource possession at the
same time.

The eighth meeting of the Central Comprehensive Deepening Reform
Committee, held on 29 May 2019, approved the Opinions on the
Comprehensive Reform of the Energy Revolution in Shanxi (BZRA7E 1L
HRAEREREGLGANEARMER)), and mentioned that Shanxi
should strive to make breakthroughs in aspects such as promoting
technological innovation in energy, deepening the reform of energy
system, and expanding energy external cooperation through pilot
comprehensive reform in respect of energy revolution, so as to act as
the leader of national energy revolution. As one of the most important
energy development bases in Shanxi Province, Jincheng City clearly
stated in the 2019 work report of the People’s Government that it will
continue to deepen energy revolution, seize the strategic opportunity
derived from the country’s support in relation to the commencement
of comprehensive pilot for energy revolution in Shanxi Province, and
actively strive to create “One zone, three bases and one center” (—[&
= FHHp— ) for CBM throughout the nation. “One zone, three bases
and one center” includes a National Comprehensive Supporting
Reform Pilot Zone for CBM Resources Development (BIZ 8 & & R
FE R A IEREHIRIE), a National CBM Industry Development and
Demonstration Base (2 BI/E B R E £ E &A1), a National CBM
Exploration Technology R&D and Promotion Base (% B & /& & %
fir B %% #E & & #b), an Emergency Peak-shaving Guarantee Base in
Beijing-Tianjin-Hebei and Central Region (IR /ZZE M &fih @ & = &
{RBEE ), and a National CBM Trading Center (2B E R X ZH D).
The opinions on energy revolution and institutional reform of CBM
industry introduced by the national and regional governments will
facilitate the access to upstream CBM concession resources of the
Group, and promote the investment and development speed of the
existing CBM assets, which is favourable for the Group to release its
CBM production capacity in a quality and rapid manner.
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OUTLOOK FOR 2H2019 (Continued)
The Ministry of Finance of the PRC promulgated the Supplementary

Notice on the Interim Administrative Measures for Special Funds for
the Development of Renewable Energy (Cai Jian [2019] No. 298) (B8R
(BAEERRERFEESERETIODNMITE) (M2 [2019] 298
%)) on 11 June 2019. Since 2019, subsidies were no longer available
based on the quota standard. Instead, progressive compensation will
be granted for those exceeded the exploration and utilization volume
of previous year based on the principle of “compensating for the
increased volume”; and compensation of excess coefficient will be
granted for the increased volume produced during the heating season
based on the principle of “compensating for the increased volume in
winter”. Given the Group's momentum forecast for CBM utilization and
winter production in 2019, such policies will provide positive impacts to
the Group.

The NDRC and the Ministry of Commerce of the People’s Republic of
China (the "MOFCOM") jointly released the Special Administrative
Measures (Negative List) for the Access of Foreign Investment (2019)
(OB HRE R AR R E IR (8 HIF &) (20194 iR))) on 30 June
2019, which removed the restrictions concerning oil and gas
exploration in the mining industry where investors can only act as a
joint venture or cooperation. The NDRC will work with authorities, such
as the MOFCOM, and various localities to promote the revision or
abolition according to procedures. By the end of 2019, apart from the
negative list for the access of foreign investment, all restrictions will be
completely abolished, which means that it is possible for foreign
companies to independently explore and develop oil and gas
concession in the PRC. Such policy adjustment will be favourable for
the Group to gain further access of more CBM concession resources
and possibly obtain opportunities for independent exploration and
development of CBM concession.
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OUTLOOK FOR 2H2019 (Continued) 2019 F NEFRE (1)

Based on the above-mentioned incentive policies for the CBM industry, it BRITEMNS BB E SRS RNEBEKX
which will drive the Group's rapid development in the field of natural A SR AL RSB MR R E - $R2019F T
gas, for 2H2019, we are pleased to report the following updated £ HfIRASHBEFEEZHT ¢

objectives:

¢  Panzhuang concession o

In 2H2019, Panzhuang concession will continue to promote the
drilling work of 76 wells, the purchase of pumping equipment
and production of new wells and the execution of related
ancillary surface facilities engineering. The increased drilling in
2H2019 will begin to contribute to the production in 2020.

With the scheduled project implementation and relevant
government approval, the anticipated gross production of
Panzhuang concession in 2H2019 will exceed that of 1H2019.

° Mabi concession .

Following the efforts made in TH2019, according to the
Company'’s specific requirements for the implementation of the
ODP of the southern area of Mabi and based on the latest
understanding of the research on geological gas reserve and the
results of technological innovation in 1H2019, we have conducted
multiple rounds of demonstration and optimization in connection
with the 36 pilot development wells within the area stipulated in
the ODP for the southern area. The plan includes the drilling of
20 PDWs and 4 SLHs, and surface facilities engineering and
construction in 2H2019. The optimized plan will be more specific
and economical. Such wells will begin to contribute to the
production in 2020.

With the scheduled project implementation, the anticipated
gross production of Mabi concession remains unchanged.

In addition, in order to meet the requirements for the preparation
of the ODP for the northern area of Mabi and accelerate the
commercial development of the northern area of Mabi, we plan
to drill 2 SLHs with multistage fracturing, 3 PDWs with separate
fracturing and commingled production of the target coal seams,
and fracture the unfractured coal seams in 3 existing wells. In
order to increase the single well production of these wells, some
innovative techniques will also be applied to them.
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OUTLOOK FOR 2H2019 (Continued)

According to the above development plan of Panzhuang concession
and Mabi concession, the Group's capital expenditure budget for 2019
will be reduced from the originally planned approximately RMB622
million to approximately RMB536 million, including RMB408 million
and RMB128 million for the expenditure of Panzhuang concession and
Mabi concession respectively. AAG Energy completed a net capital
expenditure of RMB79.85 million in 1H2019. In 2H2019, the remaining
capital expenditure will be funded by a portion of proceeds from
internal cash flow or IPO.

As a leading upstream CBM producer in the field of CBM exploration
and development in the PRC, the Group is confident in increasing the
output while lowering the production costs on an ongoing basis to
deliver promising operating results. Meanwhile, we will continue to
enhance the innovation in respect of technologies and management,
thereby laying a solid foundation for the stable production and
development of existing wells in Panzhuang and the advancement of
development technologies for Mabi. Besides, AAG Energy will identify
new development opportunities in China and other regions as planned
to expand our business, so as to provide more clients and relevant
communities with clean energy and create higher return for our
shareholders.
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Corporate Governance and Other Information

TREAREMER

COMPLIANCE WITH THE CORPORATE
GOVERNANCE PRACTICES

The Company is 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 Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
as its own code of corporate governance. The Company has complied
with all applicable code provisions under the CG Code for the six
months ended 30 June 2019. 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 Issuers” (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. Having made specific
enquiries of all Directors of the Company, each of the Directors has
confirmed that they have complied with the required standards as set

out in the Model Code for the six months ended 30 June 2019.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2019.

COMPOSITION OF THE BOARD AND BOARD
COMMITTEES

For the six months ended 30 June 2019, Mr. Saurabh Narayan Agarwal
has resigned as a non-executive Director and a member of the
Remuneration Committee of the Company with effect from 21 March
2019 due to his other personal and work commitments. Mr. Jin Lei has
resigned as a non-executive Director and a member of the Audit
Committee of the Company with effect from 21 March 2019 due to his
other work commitments. Ms. Gu Ren has been appointed as a non-
executive Director and a member of the Audit Committee of the
Company on and with effect from 21 March 2019. Mr. Zhang Jianbing
has been appointed as a member of the Remuneration Committee of
the Company on and with effect from 21 March 2019.

Save as disclosed above, there are no changes on the composition of
the Board, the Audit Committee, the Nomination Committee, the
Remuneration Committee and the Strategic Development Committee
of the Company for the six months ended 30 June 2019.
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Corporate Governance and Other Information

TREAREMER

CHANGES TO DIRECTORS’' INFORMATION

Mr. Tai Kwok Leung Alexander, an independent non-executive
Director, ceased to be an independent non-executive Director of Anhui
Conch Cement Company Limited (a Company listed on the Main
Board of the Stock Exchange, stock code: 914) on 30 May 2019.

Save as disclosed above and in “Composition of the Board and Board
Committees”, the Directors confirm that no information is required to
be disclosed for the six months ended 30 June 2019 pursuant to Rule
13.51B(1) of the Listing Rules.

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. Tai Kwok Leung
Alexander (chairman), Dr. Liu Xiaofeng and Ms. Gu Ren.

The Audit Committee has reviewed the unaudited condensed
consolidated interim financial information of the Group for the six
months ended 30 June 2019.

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”.

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 for the six months
ended 30 June 2019.

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the listing of the Company (after deducting
underwriting fee and other estimated expenses) amounted to
approximately RMB1,506.9 million. As at 30 June 2019, RMB1,128
million of the proceeds had been utilized. The net proceeds were and
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 dated 11 June 2015 (the “Prospectus”).
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TREAREMER

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

As at 30 June 2019, the interests or short positions of the Directors or
the 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 are as

EERFTETHRAEREADRTR
fﬁ%ﬁﬁﬁﬂﬁﬁ&ﬁ%ﬁ*ﬁZEE&
R

R2019%F6 A30H » ARBEFHEETH
ABRARRABREMEEZE (E&RESFLB
S0 ([ 782 RAEMRG ) 5 XVER) ;A -
RS MMEFTHEBRIEE S LAEREIE
XVEREE 7 N 8 BB A FN G AN X B) M B SR AT O
S IRR (BRBEFRIEE S RPEGDI %
FHRXEEFXRRBEEOERIAR) * K
RIERE 5 MBS 5 DI5 352 16 R B RN % IEDI
PRt B ME R SUXR - IARBIFETRIZA
HMEARRNA LR PrEEm LORBIT

follows:
Approximate
Number of percentage of
shares held shareholding
Name Position Capacity (Note 1) (Note 2)
PR #E BFRENB DL
#E B E=27) (FfE=E1) (Pt 2)
Ming Zaiyuan (Note3) Chairman and Executive Director Interest in a controlled 1,692,871,886 (L) 49.90% (L)
S Al ) ITEERTES _ corporation
R EEER
Interest of spouse 2,024,000 (L) 0.060% (L)
Fic B e e
Cui Guiyong Non-executive Director Beneficial owner 106,360 (L) 0.003% (L)
EER FNTES EREAA
Notes: ffEE -
1. The letter “L" denotes long position in such shares. 1. FHEL] IEZATEELRDPHITA
2. Percentage of shareholding as of 30 June 2019. 2. HZE2019F6 A0 BRI A DL ©

3. Liming Holding Limited beneficially owned interests in 1,692,871,886 shares of the 3.
Company (the “Shares”). Liming Holding Limited was entirely controlled by Sichuan

EAFPZERBR AR ERS A AATN,692,871,886
AR AR (TR ]) - FEFIBAER AR Q& )l F]
LR ERET AR 2EES  )IFIBFER
HEERETARANBEERAATRGBRAF
(THFRAR]  —BRLEFELFLZGERLETHR
A BRI RSRE « 603393) AR - BR S A BB EIE
BRFRIARFS0,149,374 8 e 15 - (R KA T B

Liming Energy Development Co., Ltd., which in turn was entirely controlled by
Xinjiang Xintai Natural Gas Co, Ltd ("XTRQ", a Company listed on the Main Board
of Shanghai Stock Exchange, stock code: 603393). Mr. Ming owned interests in
1,692,871,886 Shares through his holding of 80,149,374 shares in XTRQ, representing
35.78% of the total issued share capital of XTRQ. In addition, for the purpose of the
SFO, Mr. Ming was deemed to be interested in 2,024,000 Shares beneficially owned 17 A% 7N B9 35.78% + # 5 1,692,871,886 A% A& 15 = 1tk
by his spouse. S ABSFERBERIME AEERA/R
2,024,000 8 et EE s - R SR BBELEN
RBERES -
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EREAREMER

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

Save as disclosed above, as at 30 June 2019, none of the Directors and
the chief executives of the Company had or were 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 would be required to be
recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO, or which would be required, pursuant to the
Model Code, to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND

EERFETHRAERALT
fﬁﬁ*ﬁﬁﬁﬂﬁﬁ&ﬁ%iﬁﬁziﬁ
R ()

B EXRTIREE SN R2019F6 A30H &K
RAEFEREBITHABBER AR RZHEM
BOAE (EERBESRREHRAIFEXVER) B
7~ MR MEFTHEE RS ERRIEE
7 N E GRPIF 352 R BCHNARARE 2
BrRMAnEazloRR  HRERETRIZAM
SARNE MBS IORE

FERRRADBRG - EHEKRD

SHORT POSITIONS IN SHARES, UNDERLYING LESBEZESZSNRE
SHARES AND DEBENTURES OF THE COMPANY

Approximate

Number of percentage of

shares held shareholding

Name of shareholder Capacity (Note 1) (Note 2)

iR B E A BEREAEIL

BRREE 514 (BF=E1) (Fi=E2)

Liming Holding Limited (Note 3) Beneficial owner 1,692,871,886 (L) 49.90% (L)

BAFRERERAR (FHE3) ERBEAA

Sichuan Liming Energy Development Interest in a controlled corporation 1,692,871,886 (L) 49.90% (L)

Co., Ltd. (Note 3) EERERRER
) FBERE R EREE DA (FTFE3)

Xinjiang Xintai Natural Gas Co., Ltd. (Note 3) Interest in a controlled corporation 1,692,871,886 (L) 49.90% (L)
MEERRARRODBRAF (FI3) R EEER

Warburg Pincus & Co. (Note 4) (i3 4) Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
ZEEEER

Warburg Pincus Partner GP LLC Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
(Note 4) (Ffz4) TR EEER

Warburg Pincus Partners, L.P. Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
(Note 4) (i3 4) X EEER

WPP GP LLC (Note 4) ({5 4) Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
ZEEEER

Warburg Pincus X GP L.P. Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
(Note 4) (Fif5E4) ZELEER

Warburg Pincus X, LP. (Note 4) (Fiizt4) Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
ZELEER
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TREAREMER

SUBSTANTIAL SHAREHOLDERS' INTERESTSAND FERENAATRG - HERG
SHORT POSITIONS IN SHARES, UNDERLYING LESBEECEEZERAE @
SHARES AND DEBENTURES OF THE COMPANY

(Continued)

Approximate
Number of percentage of
shares held shareholding
Name of shareholder Capacity (Note 2) (Note 3)
FisROEE BEREAESL
BEEE 514 (BfzE2) (FiFE3)
Warburg Pincus Private Equity X, L.P. Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
(Note 4) (Fffzt4) X EEER
Asia X Investment | LLC (Note 4) ({5t 4) Interest in a controlled corporation 326,318,660 (L) 9.62% (L)
ZEERER
WP China CBM Investment Holdings Beneficial owner 326,318,660 (L) 9.62% (L)
Limited (Note 4) (F5£4) EREEA
Salata Jean Eric (Note 5) (ff{55) Interest in a controlled corporation 266,139,719 (L) 7.84% (L)
ZEEEER
Barings Private Equity Asia GP IV Interest in a controlled corporation 266,139,719 (L) 7.84% (L)
Limited (Note 5) (H5£5) SIEEE RS
Barings Private Equity Asia GP IV L.P. Interest in a controlled corporation 266,139,719 (L) 7.84% (L)
(Note 5) (M &% 5) R EEER
The Baring Asia Private Equity Fund IV Interest in a controlled corporation 266,139,719 (L) 7.84% (L)
L.P. (Note 5) (Hfz£5) A E R
Baring Private Equity Asia IV Holding (4) Beneficial owner 266,139,719 (L) 7.84% (L)
Limited (Note 5) (Fif7£5) ERBEAA
Chongging Three Gorges Gas (Group) Interest in a controlled corporation 180,833,000 (L) 5.33% (L)
Company Limited (Note 6) YL B
BEZPMR(RE)BRAR (HF6)
Chongging Three Gorges Energy Interest in a controlled corporation 180,833,000 (L) 5.33% (L)
Co., Ltd (Note 6) SEEEE R
EE=FERBRAF (FIFE6)
Shenzhen Tong Yu Energy Investment Beneficial owner 180,833,000 (L) 5.33% (L)

Co., Ltd. (Note 6)
RYBRERIEEBRAR (M6)

EafAA
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TREAREMER

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

(Continued)

Notes:

Save

chief

The letter “L" denotes long position in such securities.
Percentage of shareholding as of 30 June 2019.

Liming Holding Limited beneficially owned interests in 1,692,871,886 Shares (long
position). Liming Holding Limited was entirely controlled by Sichuan Liming Energy
Development Co., Ltd., which in turn was entirely controlled by XTRQ.

WP China CBM Investment Holdings Limited beneficially owned 326,318,660 Shares
(long position). Asia X Investment | LLC held 100% equity interest in WP China CBM
Investment Holdings Limited. Warburg Pincus Private Equity X, L.P. controlled
96.90% equity interest in Asia X Investment | LLC. Warburg Pincus Private Equity X,
L.P. was 100% controlled by Warburg Pincus X, L.P., which in turn was 100%
controlled by Warburg Pincus X GP L.P., which in turn was 100% controlled by WPP
GP LLC, which in turn was 100% controlled by Warburg Pincus Partners, L.P., which
in turn was 100% controlled by Warburg Pincus Partners GP LLC, which in turn was
100% controlled by Warburg Pincus & Co..

Baring Private Equity Asia IV Holding (4) Limited beneficially owned 266,139,719
Shares (long position). The Baring Asia Private Equity Fund IV L.P. held 99.26%
equity interest in Baring Private Equity Asia IV Holding (4) Limited. The Baring Asia
Private Equity Fund IV L.P. was 100% controlled by Baring Private Equity Asia GP IV
L.P., which in turn was 100% controlled by Baring Private Equity Asia GP IV Limited,
which in turn was wholly-owned by Jean Eric Salata.

Shenzhen Tong Yu Energy Investment Co., Ltd. beneficially owned 180,833,000
Shares (long position) and was 100% controlled by Chongging Three Gorges Energy
Co., Ltd., which in turn was 37.68% controlled by Chongging Three Gorges Gas
(Group) Company Limited.

as disclosed above, as at 30 June 2019, the Directors and the
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.

FERRRADBRED - HEKRD
RESHEEZEERKXR @

=
Ay

-

T L] BB SRR -
2 HE2019F6A30BMHRAEN -

3. BEFAZEBRER AR ERER 1,692,871,886 A%
B (EFA) - BBEFIRBIERGR A RS M F AR
FBAREM AR ERS I FAERERAES
RECARIBFTRARSHELRS -

4. WP China CBM Investment Holdings Limited
Eaalli A 326,318 66017 (45 B) © Asia X Investment
| LLC+578 WP China CBM Investment Holdings Limited
2 ZBA%AE ° Warburg Pincus Private Equity X, LP.#2
Asia X Investment | LLC. 96.90% f%## ° Warburg Pincus
Private Equity X, L.P. EEWarburg Pincus X, L.P. &%
#l + Warburg Pincus X, L.P. 1 Warburg Pincus X GP
L.P.2#E2 4] : Warburg Pincus X GP L.P. g WPP GP
LLC 2442l © WPP GP LLC 5 Warburg Pincus Partners,
LP. 242l © Warburg Pincus Partners, LP. F§ Warburg
Pincus Partners GP LLC2##2f| : Warburg Pincus
Partners GP LLC F§ Warburg Pincus & Co. 22 ] o

5. Baring Private Equity Asia IV Holding (4) Limited B
W 266,139,719 % I& 15 (4F &) = Baring Asia Private
Equity Fund IV, L.P.#§4 Baring Private Equity Asia IV
Holding (4) Limited 99.26% HJ%# ° Baring Asia Private
Equity Fund IV L.P. & Baring Private Equity Asia GP IV
L.P. 2444 : Baring Private Equity Asia GP IV L.P.ii
Baring Private Equity Asia GP IV Limited 2 # % # :
Baring Private Equity Asia GP IV Limited B Jean Eric
Salata 2 EHEA °

6. RYI|3E TR LR 1A A PR A B) B 6 7 180,833,000 i
BRH(EFR) - WREE=HKERBRATNZEHRS -
MBEE=ZRERERARAEE=ZIRRR (EE)H
PR 2 ] 37.68% HE 2

Br EXATIRFTEE YN 0 A2019F 6 A30H » 5t
RAREEREBITRABRA  HMELAE
AL (RRABREBREBITRABBRINAAR
RERAEEREE (EERESF KBS KD
FEXVED) RS AEER DR HEEERLRRAR
AIRIE S R EIENIE I IEFEE ZERE
e E RS SRR -
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TREAREMER

PRE-IPO SHARE OPTION SCHEME

The Company adopted a pre-IPO share option scheme (the “Pre-IPO
Share Option Scheme”) on 31 March 2015, the principal terms (such
as the purpose, participants and consideration for accepting any
options) of which are set out in the section headed “Statutory and
General Information — Pre-IPO Share Option Scheme” in Appendix V
to the Prospectus.

Outstanding Share Options as at 30 June 2019

For the six months ended 30 June 2019, no options had lapsed. As at
30 June 2019, there were a total of 3,069,804 share options
outstanding. If all the outstanding options are exercised, there would
be a dilution effect on the share capital of the Company of
approximately 0.09% as at 30 June 2019. Save as disclosed above, no
further share options have been or would be granted by the Company
after the date of listing pursuant to the Pre-IPO Share Option Scheme.

Movements of the share options under the Pre-IPO Share Option
Scheme for the six months ended 30 June 2019:

BXAHBRENBRESTS
AABER2015F3 83 BEAE XN A%
ERBRETE((ER DM ST ERES
2 EXZRI(BEEMN 2HE  BEX
FAERENRE) SRR R BRERNEE
AEER—BEN — BAAHABERER
WERTE] —&5 .

MR2019F 6 B30 BARITAERRE
HE2019F6 A308 [E/NE A - R &
R o 72019 6 A30H » #753,069,804 15 B
WM ARITE - BEFMARITEBREETE
ARAFF20195F 6 A30 B 809 A #6577 £ 858
RRE - RRAEHEE40.09% B F XX EE
Gh o RABR LT HBAT ERES XA
SRR IE AT B3R H S IR E A R AR o

B ZE2019F6 A30BIEAEA - BRARE
ERTEBARETEIE T BREZ S

Number of Total number  Approximate
Shares of Shares  percentage
represented represented of issued
Exercise by Options Exercised Lapsed Cancelled by Options  shares of the Vesting Exercise
Name of Share Option Price  at 1 January during during during  at30 June Company Period Period
Grantees (Note 1) Date of Grant (US$) 2019 the period the period the period 2019 (Note 4) (Note 2) (Note 3)
BRE BB
R20195F R20195F EART
1818 6R30H BRIRHN
e Fri& FR&EN  BHEIL HEH fi &
BRERRAZE(HE1) REBH (%7) ROBE  HRBTRE  BREAN  BREEH RHHE (GED) (WE2) (H&E3)
Other employees of 31 March 2015 and $0.151 5,068,744 1,998,940 - - 3,069,804 0.09% please see please see
the Company 5 June 2015 01513 note 2below  note 3 below
FRRRMES 015438318 BRI BEMTX
R2015F6 A58 fitzE2 M3
Total 5,068,744 1,998,940 - - 3,069,804 0.09% - -
@zt
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TREAREMER

PRE-IPO SHARE OPTION SCHEME (Continued)

Outstanding Share Options as at the end of the Reporting
Period (Continued)

Notes:

1.

Prior to the listing, certain of the grantees have transferred their options to
companies wholly-owned by them, in accordance with the Pre-IPO Share Option
Scheme.

Unvested options granted to the 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 () 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 (i) one third
(1/3) for each 12-month period commencing from the relevant Employment
Date if such date is after 1 January 2014; and (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 (i) one 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, (ii) 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 (i) 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 KPI-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 is calculated by dividing the options held
by the relevant grantees by the issued and outstanding Shares as at 30 June 2019.

BRAHBEAERESTE @
s R FTE R ITEBRRE ()

MEAE -

1.

MLEMRT —EBEEARADREBEERARFAEE
ARG B M P2 AR M A RIS AR AE -

REERAFEENBRENE BTEEREAR
ARG BREAEIRA T TR E

(a) 50% #9 i8R HE (1) 9 20154F1 B 1 B (A0SR EE AR
AREERERENEEB S (EEBAH)
A2014F 1 A1 82 8l) et 81218 A H
FREREIE=ZS 22— (12 LHIFRE : 3
(i) B AE R % A H#A (I R 5% B HB7E 2014 1
A1Rz#%) 812168 HERESEZR
=H2Z—(13)MLLBIFERE : bAK (b) 50% H i
[ 12 7 B GR £ AE AR IR I ([ B 1R 1T
BHOBERENDYEESA=SH  S8HE=
ERAREEEZE(EERTX) 2 —HME « I
RIELATZAEE B () 201591 A1 8 (048
BIEEAHE2014F 1 A1 Bz B #£E12
BEABMEER=SZ— (/28 BIRE ¢ =X (i)
TR (E B B (anAE A (R 1B B R 7E 2014 4R 1
B1EZ®)ExtE8R2EANME=>2—
(1/3) tL 57 8 -

() WEEEKEREREERZREE
AIRAS RN AR R 2 A R
B sk

2 IREREKARBREAREFERR
1BEMR80% » RIRISE X B IR RENDEE
MR — L ERE MR EERE
BEESNRE1% BESRENGE
2.5% HIRAS E AR IR AN ER IR ¢ 18
MREMBREERTBENENR
WREEBI00% - A& % H 10%H
ZERREFEEFRARRZAAR
TRERNEMBREAEREED
REAE -

BEXME - BREAIREE () EBITDA ¢ (i)
= bA R (i) BEE B AR - [R5
FEEEIEICESSRAEREIFENTE
THEEHEIRTEE : () BBERLETEE
Tiest Bl RIBE T AT RIER R SEE BTG
=T EUE #995% (20 & EBITDA K f# £ ) 38 105%
(ABBEMEEMKRAR)  WHEESEEESH
o AT AR B B B IR IR B SR8 AR
MR BEREFERESECEETNEESR
RIE ©

RIEE R AF TS AIE R 81 Pt &0 (T SR AT A2
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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 (such as the purpose, participants) and
conditions of which are set out in the section headed “Statutory and
General Information-Post — IPO RSU Scheme”
Prospectus.

in Appendix V to the

On 18 December 2015, the Company granted an aggregate of
41,234,696 restricted share units (“RSUs"”) to certain connected
grantees and non-connected grantees of the Group pursuant to the
Post-IPO RSU Scheme. 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,
respectively.

On 24 March 2017, the Board granted an aggregate of 26,333,182
RSUs to certain connected grantees and non-connected grantees of
the Group pursuant to the Post-IPO RSU Scheme. On 31 May 2017, an
aggregate of 26,333,182 RSUs were accepted by the relevant grantees.

As of 31 December 2018, 30,031,994 RSUs have been cancelled,
833,643 RSUs were lapsed, and 23,118,862 RSUs have been vested.

Outstanding RSUs as at 30 June 2019

There were no granting, vesting, lapse and cancellation of RSUs during
the Reporting Period. As at 30 June 2019, there were no outstanding
RSUs.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this interim report, at no time for the six
months ended 30 June 2019 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 entity, 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 entity or had
exercised any such right.

38 AAG ENERGY HOLDINGS LIMITED / INTERIM REPORT 2019

BEXALAHRBREASRERMGDEN
HE
RABIF2015F 6 A5 BERME X AHEER
ZREBRDEMFTE((BERAHBEERZRE
BROEME])  R2015F6 238 £3
EFZBRH(EFEERN - 28A) RIEHH
BHNBERERMERAEER —KRER —
BRAFRERERIRHIRMDEMTS ] —&0 -

MR2015F 12 4188 » AR RIREBE X AR
ﬁféxliﬁé%wx{‘““'u.#iwx%$%@%W%
HERE A MIEBEAR A A 41,234, 6%1
SR HI M AL o 201691 A318 » 5
19 865,199 {7 = PR I i% {7 B i F %ﬁuﬁ*/\&
H5FH21,199,297 19 5 BR HIl i% 9 28 i A1 FEFF
ﬁ%%A&M

P2017F3 8248  EFSREENAFME
ERZRHIIRGD BELLFT B M ANEE S T B E &
BANMIEBEER AB R A $£26,333,18217 %
PR IR D B o 7201758318 @ $HEE &
AEMRA 126,333,182 (0 R IR D BB AL -

HE2018F 12431 H IEFE + £30,031,994
MZRFIRMDEME L - 833,643 %R
IR BB B KB - B 23,118,862 17 S BR HI %
RELIERE -

R 20195 6 A 30 B RITHEZRFIK
[

RE BB AR AR SRS G ELE
o BB RAANGEESE - R2019% 6 A30
B - EERITEZ SR EIM D ELL

ESWERONESVER

BRI E SITIREESI AR R HAEMM
J& R R SAE A B R A AR B 2 B HO AEAAT B
BARBEERRIHNTT  REE2019%F6 A30
BIEAREA REEARRRERE BRI [ %
B UBEESZBUBAR A S EMEMER
MR REFEB s - EFHNEEBIRD
18 F X RE BTN BB AR A
TEMERNRASEREFRITETAE
RAREF) o

E



Report on Review of Interim Financial Information

FHIMBERNEFRRE

_a

pwec

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
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 41 to 80, 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 2019 and the condensed consolidated interim statement of
comprehensive income, the condensed consolidated interim statement
of changes in equity and the condensed consolidated interim
statement of 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.

: PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
Tel: +852 2289 8888  Fax: +852 2810 9888, www.pwchk.com
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Report on Review of Interim Financial Information

FHIMBERNEFRRE

_a

pwec

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF

AAG ENERGY HOLDINGS LIMITED (Continued)

(incorporated in the Cayman Islands with limited liability)

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.

CONCLUSION

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 20 August 2019
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Condensed Consolidated Interim Balance Sheet

HRASHPHEERER

As at As at
30 June 31 December
2019 2018
R2019 £ #2018 F
6H30H 12H31H
RMB'000 RMB’000
AR®T T AREF T
Note (Unaudited) (Audited)
ih=s (REEZR) (JEE%)
ASSETS BE
Non-current assets FEREBEE
Property, plant and equipment TEIE - TRNERE 8 3,591,488 3,651,419
Right-of-use assets FREEE 4 47,716 —
Land use rights b A 48 7,986 11,700
Intangible assets B E 8 37,337 39,589
Restricted bank deposits TR HIRITER 10 43,767 43,767
Other non-current assets HEMIERBEE 142 142
3,728,436 3,746,617
Current assets REEE
Inventories FE 12,515 11,506
Other current assets HEMnsEE 11,058 17,002
Trade and other receivables JFEURBR 30 K Bt R U X 9 715,889 575,459
Cash and cash equivalents NENREEEBY 10 1,663,588 1,656,523
2,403,050 2,260,490
Total assets HMEE 6,131,486 6,007,107
EQUITY R
Equity attributable to owners ERRAQARMEENER
of the Company
Share capital (N 1" 2,078 2,077
Share premium AR AR (B 4,223,957 4,475,667
Other reserves E i fRER 12 307,677 307,208
Retained earnings Brrlkzs 930,478 591,901
Total equity HEER 5,464,190 5,376,853
DERERIZEBRERAR / - NEFF RS 41




Condensed Consolidated Interim Balance Sheet

HASHPHEERER

As at As at
30 June 31 December
2019 2018
R2019 & 72018 4F
6H30H 12A31H8
RMB’000 RMB'000
AR®ET T AREFIT
Note (Unaudited) (Audited)
= (REEERZ) (&%)
LIABILITIES =K
Non-current liabilities FkRBEE
Asset retirement obligations BEEBER 13 17,171 16,741
Non-current lease liabilities FERBEEARE 46,442 —
Deferred income tax liabilities EEFTISHLaE 14 347,999 307,322
411,612 324,063
Current liabilities REBEE
Trade and other payables FEBRE 3N R B A FE S X 15 212,614 256,284
Current lease liabilities nEHEaRE 11,436 —
Current income tax liabilities SHIFEHAaE 31,634 49,907
255,684 306,191
Total liabilities #BEE 667,296 630,254
Total equity and liabilities HESNEE 6,131,486 6,007,107

The notes on pages 46 to 80 are an integral part of this condensed %46 Z80 B MM st R A RS R EARI K&
consolidated interim financial information. KA E S ©

The condensed consolidated interim financial information was A& HF AN BERBEEZT SR 201948 A
approved by the Board of Directors on 20 August 2019 and was signed 20 B#L/& @ WHHENKKESE -

on its behalf.

Director Director
EF EFE
Yan Danhua Zhang Jianbing
BAE RIES
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Condensed Consolidated Interim Statement of Comprehensive Income

ERSHPHESRER

Six months ended 30 June

BZ6HA30HIEANEAH™E
2019 2018
20195 2018 4F
RMB'000 RMB’000
AR®ET T AREEF T
Note (Unaudited) (Unaudited)
hE=s (REEZR) (REEZ)
Revenue WA 16 597,651 430,501
Other income EHAbUg A 17 166,006 123,809
Other gains/(losses), net HiFI15,(BKX) — FE 82 (26)
Operating expenses RERX
Depreciation and amortisation e L#E (139,260) (76,615)
Employee benefit expenses EERBAFAL 19 (64,408) (78,534)
Materials, services and logistics MR RIS YR (107,378) (95,337)
Others Hih (7,004) (12,859)
Total operating expenses KE AR (318,050) (263,345)
Profit from operations KeEFHE 445,689 290,939
Interest income FBEWA 20 16,479 11,923
Finance costs Bri5 & A 20 (1,830) (5,497)
Exchange gains/(losses) PE H b as ($85) 20 1,380 (8,222)
Finance costs, net BEER — 38 16,029 (1,796)
Profit before income tax B BT 15 %54 A U 558 461,718 289,143
Income tax expense ST &R 21 (123,141) (83,445)
Profit attributable to owners of the BERAATMEENTER
Company for the period 8 338,577 205,698
Other comprehensive income: Hittm e
Items that may be reclassified subsequently E{£r[ftE S ZEas ) IE H
to profit or loss
Currency translation differences SNBSS R =R 2,250 15,683
Total comprehensive income EERAARREENSR
attributable to owners of mEWREEE
the Company for the period 340,827 221,381
Earnings per share (RMB) sz (ARET)
— Basic — AKX 22 0.100 0.062
— Diluted — W 22 0.100 0.061

The notes on pages 46 to 80 are an integral part of this condensed

consolidated interim financial information.

FAEEMMERAGRHE HHBMUBE

KL ERER 7
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Condensed Consolidated Interim Statement of Changes in Equity
RGP HREREB X

Attributable to owners of the Company

BERADANAEE
Share Share Other Retained Total
capital premium reserves earnings equity

Bx  BERE  EtRE  ERKE L £
Note RMB'000  RMB'000 RMB'000 RMB'000 RMB'000

ME ARBTT ARETT ARETE ARETT ARETR

(Unaudited) (REBERZ)

As at 1 January 2019 R2019F181AR 2,077 4,475,667 307,208 591,901 5,376,853

Comprehensive income FEWE

Profit for the period H M - - - 338,577 338,577

Currency translation differences  SNEHr&E =% - - 2,250 - 2,250
- - 2,250 338,577 340,827

Transactions with owners HFEENR S

Dividends paid to shareholders B I RALE 23 - (255,521) - - (255,521)

Exercise of options TiE R E 1 1 3,811 (1,781) = 2,031
1 (251,710) (1,781) - (253,490)

As at 30 June 2019 R2019F6 A 308 2,078 4,223,957 307,677 930,478 5,464,190

(Unaudited) (REER)

As at 1 January 2018 R2018F181H 2,041 4,385,637 383,703 178,964 4,950,345

Comprehensive income FEWE

Profit for the period HRAE - - - 205,698 205,698

Currency translation differences  JMNE T E =58 - - 15,683 - 15,683
- - 15,683 205,698 221,381

Transactions with owners HREENR S

Dividends paid to shareholders B HAX RS - (67,943) - - (67,943)

Share-based compensation AR 1 B T B SR 19 (b) - - 11,606 - 11,606

Relating to RSUs BEXR RN B 8 13,087 (13,095) - -

Exercise of options TiE R 2 5,008 (3,431) - 1,579

10 (49,849) (4,920 - (54,758)
As at 30 June 2018 R201856A30H 2,051 4,335,789 394,466 384,662 5,116,968

The notes on pages 46 to 80 are an integral part of this condensed 546 % 80 B iE 2 NGRS Gt B 5 &
consolidated interim financial information. KA E S -
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Condensed Consolidated Interim Statement of Cash Flows

EHSHPHRRERER

Six months ended 30 June

BZE6H30RLAEAHME
2019 2018
20194 20184
RMB’000 RMB’000
ARBT T ARETTT
Note (Unaudited) (Unaudited)
Liks3 (RBER) (REEEZ)
Cash flows from operating activities K& EHREFE
Cash generated from operations KERTSIRE 24 456,906 137,225
Interest paid EARFE (26) (18,071)
Income tax paid EATPTEH (100,737) (43,805)
Net cash generated from KRBTSR & 558
operating activities 356,143 75,349
Cash flows from investing activities BRETHEESRE
Purchases of property, plant and BETHE THEEENR
equipment and intangible assets EEE (111,747) (229,417)
Proceeds from disposal of property, HETEE - TR E
plant and equipment PG RIE 149 36
Interest received =W R B 13,379 13,310
Net cash used in investing activities KE TR G F58 (98,219) (216,071)
Cash flows from financing activities MEIEHRERE
Proceeds from exercise of options ITEERERSRIE 2,031 1,546
Proceeds from bank borrowings RITB RIS IR - 44,489
Principal elements of lease payment BEHEARE (962) —
Finance costs paid BB ER = (4,724)
Dividends paid B AT AR (255,521) (67,943)
Net cash used in financing activities BE ) EENFTAIR e FEE (254,452) (26,632)
Net increase/(decrease) in cash and ReRBESEEYWE M (AD)
cash equivalents EEE 3,472 (167,354)
Cash and cash equivalents at beginning Hi#38 & RIREHEY
of the period 10 1,656,523 2,236,970
Exchange gains on cash and cash RE MRS EEWME H I
equivalents 3,593 12,896
Cash and cash equivalents at end MRBEERASEEY
of the period 10 1,663,588 2,082,512

The notes on pages 46 to 80 are an integral part of this condensed
consolidated interim financial information.

FA6Z0EMMERAMRE T HYBE
FHEMERER S
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Notes to the Condensed Consolidated Interim Financial Information
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46

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 P.O. Box 31119, Grand
Pavilion, Hibiscus Way, 802 West Bay Road, Grand Cayman, KY1-
1205, Cayman Islands.

The Group conducts its business through two production sharing
contracts ("PSC") entered into with China United Coalbed
Methane Corporation Ltd. (“CUCBM") and China National
Petroleum Corporation (“CNPC") (authorizing its subsidiary
PetroChina Company Limited (“PetroChina”)) 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 (“NDRC") of the PRC on 28 November 2011,
which allowed the Panzhuang concession to enter into the
commercial development phase. On 8 October 2018, NDRC
formally announced the Approval Regarding the Overall
Development Plan ("ODP") in respect of the Foreign
Cooperation Project within the Southern Area in Mabi
concession, Qinshui Basin, Shanxi Province. According to the
announcement, the approval was officially issued in September
2018. With this approval, Mabi is eligible for commercial
development. As at 30 June 2019, the Northern Area of Mabi
concession was still in exploration phase.

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.

In 2018, Liming Holding Limited (“Liming”), an indirect wholly
owned subsidiary, controlled through Sichuan Liming Energy
Development Co., Ltd. (“Sichuan Liming"), of Xinjiang Xintai
Natural Gas Co., Ltd. (“XTRQ"), a company incorporated in the
PRC and listed on the Shanghai Stock Exchange (stock code:
603393), acquired approximately 50.5% of issued shares of the
Company.

The directors regard Liming, Sichuan Liming and XTRQ as the
immediate parent entity, intermediate parent entity and the
ultimate parent entity of the Company respectively after the
completion of the takeover (“Change of Control”).
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BASIS OF PREPARATION

This condensed consolidated interim financial information for the
half-year reporting period ended 30 June 2019 has been
prepared in accordance with Accounting Standard HKAS 34
Interim Financial Reporting.

The interim report does not include all the notes of the type
normally included in an annual financial report. Accordingly, this
report is to be read in conjunction with the annual report for the
year ended 31 December 2018 and any public announcements
made by the Company during the interim reporting period.

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The accounting policies adopted are consistent with those of the
previous financial year, except for the adoption of new and
amended standards as set out below.

New and amended standards adopted by the Group

A number of new or amended standards became applicable for
the current reporting period and the Group had to change its
accounting policies and make retrospective adjustments as a
result of adopting HKFRS 16 Leases.

The impact of the adoption of HKFRS 16 are disclosed in Note 4
below. The other standards did not have any impact on the
Group's accounting policies and did not require retrospective
adjustments.

Notes to the Condensed Consolidated Interim Financial Information
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CHANGES IN ACCOUNTING POLICIES
This note explains the impact of the adoption of HKFRS 16

Leases on the Group's financial statements and discloses the new
accounting policies that have been applied from 1 January 2019
in note 4(b) below.

The Group has adopted HKFRS 16 retrospectively from 1 January
2019, but has not restated comparatives for the 2018 reporting
period, as permitted under the specific transitional provisions in
the standard. The reclassifications and the adjustments arising
from the new leasing rules are therefore recognised in the
opening balance sheet on 1 January 2019.

(@) Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as ‘operating leases’ under the principles of HKAS
17 Leases. These liabilities were measured at the present
value of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 1 January
2019. The weighted average lessee’s incremental borrowing
rate applied to the lease liabilities on 1 January 2019 was

Notes to the Condensed Consolidated Interim Financial Information
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8.00%. EIE S & A X /58.00% °
2019
2019 &
RMB’'000
AR¥TR
Operating lease commitments disclosed 201812 A 31 HEEN
as at 31 December 2018 REHERE 10,336
Discounted using the lessee’s incremental EHREIT BERARANIE S ER
borrowing rate of at the date of initial FEEITHTIR
application 57,877
Less: short-term leases recognised on W RESAERE ARG
a straight-line basis as expense HE (5,563)
Add: adjustments as a result of a different M FEERERREMR R
treatment of extension and termination REATNRMNETEIEmETT
options EOEEES 5,630
Lease liability recognised as at 1 January 2019 201941 81 ERANHEEEE 57,944
Of which are: HA a4 -
Current lease liabilities mEHEAE 12,307
Non-current lease liabilities ERBHEEERE 45,637
57,944
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Notes to the Condensed Consolidated Interim Financial Information
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4. CHANGES IN ACCOUNTING POLICIES STBREE (@)
(Continued)
(a) Adjustments recognised on adoption of HKFRS 16 (a) EEAEEBUMKBREENE16
(Continued) WArRRNAR (&)
The right-of-use assets were measured at the amount equal FRAEEERFEEBESEMRAED
to the lease liability, adjusted by the amount of any prepaid ST E 0 WIKIR 2018412 A 31
or accrued lease payments relating to that lease recognised REEBBERAERNEZEEN
in the balance sheet as at 31 December 2018. There were R Ta e IR S ZEE T I
no onerous lease contracts that would have required an HE . REBMMAESRY AIEE
adjustment to the right-of-use assets at the date of initial BER  THEEEERHITAEE
application. REAERTEE -
The recognised right-of-use assets relate to the following CDERNERAEEERINTEESE
types of assets: RIAERE -
As at As at
30 June 2019 1 January 2019
R2019 F #2019 4F
6HA30H 1A1H8
RMB’000 RMB'000
ARMT T ARETTT
Properties and land TEhE Nt 47,425 51,480
Equipment BL] 291 349
Total right-of-use assets FHEEES: 47,716 51,829
The change in accounting policy affected the following EHRREELE2019F1/818
items in the balance sheet on 1 January 2019: BEREBERNTIER :
. Right-of-use assets — increase by RMB51,829,000 ° EREEE —BMARE
51,829,000 7T
o Prepayments — decrease by RMB5,913,000 ° BEAR —RPARE
5,913,000 7T
o Lease liabilities — increase by RMB57,944,000 ° HEREBE —EMARE

57,944,000 7T

AEBOLIOFERAEERS AT HE
BAiEEEQNSE : BRK) - »
201941 A1 H K 201946 A30A8
T EARENEEFES R AAR
& 11,700,000 7T}z A R # 7,986,000
T o

The Group's interests in land use rights represent a right-of-
use asset (2018: upfront payments) for land. The net
carrying values of the land use rights as at 1 January 2019
and 30 June 2019 are RMB11,700,000 and RMB7,986,000
respectively.
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Notes to the Condensed Consolidated Interim Financial Information
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4. CHANGES IN ACCOUNTING POLICIES

(Continued)

50

(a)

Adjustments recognised on adoption of HKFRS 16
(Continued)

Practical expedients applied

In applying HKFRS 16 for the first time, the Group has used
the following practical expedients permitted by the
standard:

J the use of a single discount rate to a portfolio of
leases with reasonably similar characteristics

o reliance on previous assessments on whether leases
are onerous

o the accounting for operating leases with a remaining
lease term of less than 12 months as at 1 January 2019
as short-term leases

o the exclusion of initial direct costs for the
measurement of the right-of-use asset at the date of
initial application, and

J the use of hindsight in determining the lease term
where the contract contains options to extend or
terminate the lease.

The Group has also elected not to reassess whether a
contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the
transition date the Group relied on its assessment made
applying HKAS 17 and HK(IFRIC) 4 Determining whether an
Arrangement contains a Lease.

AAG ENERGY HOLDINGS LIMITED / INTERIM REPORT 2019
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Notes to the Condensed Consolidated Interim Financial Information
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4. CHANGES IN ACCOUNTING POLICIES
(Continued)

(b) The Group's leasing activities and how these are by *EENHEETBERESTE

accounted for

The Group leases various offices, land and equipments.
Rental contracts are typically made for fixed periods of 1 to
5 years but may have extension options. Extension and
termination options are included in a number of land leases
across the Group. These terms are used to maximise
operational flexibility in terms of managing contracts. The
majority of extension and termination options held are
exercisable only by the Group and not by the respective
lessor. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants, but
leased assets may not be used as security for borrowing
purposes.

Until the 2018 financial year, leases of property, plant and
equipment were classified as either finance or operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) were charged to profit
or loss on a straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as a right-of-
use asset (including land use rights which are presented as
a separate line item in the condensed consolidated interim
balance sheet) and a corresponding liability at the date at
which the leased asset is available for use by the Group.
Each lease payment is allocated between the liability and
finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for
each period. The right-of-use asset is depreciated over the
shorter of the asset’s useful life and the lease term on a
straight-line basis.

b
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e HEAR KRB 1-5FME
MR A RLaResEHEN
EER - ARENAELIHHEES
SEEEEREMRIIEERER -
ELFEFNERBENERNKERE
BRERE I ER &AL - KA
DEEERRENR IS RIZEE
MAKETE - MIFmARA LA
AT - B ARMBEEGRRGE
BEE - YABRRKZ TRKGER
Kttt - HEBZ TR 2P HRY
s - (EREEENSRAEEFIE
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Notes to the Condensed Consolidated Interim Financial Information

RS G i B B 15 B B B =

4. CHANGES IN ACCOUNTING POLICIES

(Continued)

52

(b)

The Group's leasing activities and how these are
accounted for (Continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include
the net present value of the following lease payments:

] fixed payments (including in-substance fixed
payments), less any lease incentives receivable

o variable lease payment that are based on an index or
arate

] amounts expected to be payable by the lessee under
residual value guarantees

o the exercise price of a purchase option if the lessee is
reasonably certain to exercise that option, and

] payments of penalties for terminating the lease, if the
lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be determined, the
lessee’s incremental borrowing rate is used, being the rate
that the lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.
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4. CHANGES IN ACCOUNTING POLICIES 4. GEtBUREE (@)

(Continued)

(b) The Group’s leasing activities and how these are
accounted for (Continued)
Right-of-use assets are measured at cost comprising the

following:

J the amount of the initial measurement of lease liability

J any lease payments made at or before the
commencement date less any lease incentives
received

. any initial direct costs, and

o restoration costs.

Payments associated with short-term leases and leases of
low-value assets are recognised on a straight-line basis as
an expense in profit or loss. Short-term leases are leases
with a lease term of 12 months or less.

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 2018. In addition, during this period, management
estimate the government grants based on a supplementary
notice as disclosed in Note 17(b).

(b) AEENHEETHRASTE
B(®E)
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6. FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS

(a)

(b)

(c)

54

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 2018.

There have been no changes in the risk management
policies since year end.

Liquidity risk

Compared to 31 December 2018, there were no material
changes in the contractual undiscounted cash out flows for
financial liabilities.

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).

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

The chief operating decision-maker (“CODM") has been
identified as the Directors and chief executive of the Group 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. The financial
information 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").
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7. SEGMENT INFORMATION (Continued) 7.
The segment information provided to the CODM for the
reportable segments for the six months ended 30 June 2019 is as

72 ERE R ()
HE2019F 6 A30 8 1E/<1E B EIRS - 5t
AERNDAIREAETBLERREND

follows: HERT -

Panzhuang Mabi

concession concession Total

BHEER BU/EHR @st
RMB'000 RMB’000 RMB’000

AREFIT AREBTT ARETT
(Unaudited) (RBER)
For the six months ended BZ2019%F6H308 1

30 June 2019 HNMER A
Revenue from external customers TEINEBE P HUA 547,628 50,023 597,651
EBITDA EBITDA 571,428 21,848 593,276
Other income HEmUA 150,748 15,258 166,006
Operating expenses KX (245,259) (61,828)  (307,087)
Depreciation and amortisation WrE L (118,205) (18,692) (136,897)
Interest income B A 7,800 139 7,939
Finance costs B & (1,123) (602) (1,725)
Exchange gains/(losses) FE W Uzs(1B5%k) 958 (601) 357
Income tax expense Fristi &R (123,141) - (123,141)
(Unaudited) (REER)
For the six months ended BZEZ2018%F6 830H1E
30 June 2018 AE A B

Revenue from external customers REINEERE P EIMRA 367,638 62,863 430,501
EBITDA EBITDA 385,641 24,284 409,925
Other income HAb WA 105,228 18,581 123,809
Operating expenses KR (148,102) (71,073) (219,175)
Depreciation and amortisation WrE N Y (60,985) (13,833) (74,818)
Interest income FBEWA 3,139 117 3,256
Finance costs Y% E R (5,279) (218) (5,497)
Exchange gains/(losses) B 5 Wz, (1B5) 2,216 (5,121) (2,905)
Income tax expense FriSti & A (83,445) - (83,445)
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7. SEGMENT INFORMATION (Continued) 7. oHWER @\
Panzhuang Mabi
concession concession Total
RMB’000 RMB’000 RMB’000
ARBTT ARETT AR®ETT
(Unaudited) (REEZ)
As at 30 June 2019 A2019F 6 A30H
Total assets B E 3,169,307 2,275,759 5,445,066
Total liabilities weE 605,170 55,403 660,573
Additions to non-current assets IEmENVE EG M
(other than deferred income tax (RIEFTEE ERIN)
assets) 98,484 14,057 112,541
(Audited) (BEZR)
As at 31 December 2018 A2018%F12H31H
Total assets 18R EE 2,747,283 2,316,141 5,063,424
Total liabilities N =k 564,631 58,707 623,338
Additions to non-current assets IEmENVEEG M
(other than deferred income tax (RIEFFIBEE ERIN)
assets) 123,438 72,833 196,271

A reconciliation of EBITDA to total profit before income tax is

provided as follows:

EBITDA EiBR P15 5 B F AR R MO SR BT 40

T

Six months ended 30 June

HZ6H30HIEXEAHBE
2019 2018
2019 & 2018 &
RMB’000 RMB’000
AR¥T AREFIT
(Unaudited) (Unaudited)
(REFEZX) (REEZ)
Total EBITDA for reportable segments W 2% ZB#Y EBITDA 4248 593,276 409,925
Headquarter overheads BEHEHX (8,327) (42,371)
Depreciation and amortisation PrE L (139,260) (76,615)
Interest income FEU A 16,479 11,923
Finance costs W% ER (1,830) (5,497)
Exchange gains/(losses) P& 5 Uz, (1B2K) 1,380 (8,222)
Profit before income tax b PSR R FI) R 461,718 289,143
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7. SEGMENT INFORMATION (Continued)

Reportable segments’ assets are reconciled to total assets as

follows:

As at As at

30 June 31 December

2019 2018

M 2019 &F R 2018 F

6H30H 128318

RMB’000 RMB'000

AR¥T T AREFIT

(Unaudited) (Audited)

(REER) (I&EZ)

Total segment assets DERE EMERE 5,445,066 5,063,424
Unallocated AOE

Unallocated cash and cash equivalents AOERIRERIIEEEEY 681,985 940,877

Others EHAith 4,435 2,806

Total assets per balance sheet BEABRIINEEARTE 6,131,486 6,007,107

Reportable segments’ liabilities are reconciled to total liabilities

as follows:

As at As at

30 June 31 December

2019 2018

R 2019 F R 2018 4

6H30H 12H31H

RMB’000 RMB'000

ARET T ARETIT

(Unaudited) (Audited)

(REEZ) (& Ez)

Total segment liabilities DI BERRE 660,573 623,338
Unallocated ROE

Others HAih 6,723 6,916

Total liabilities per balance sheet EEABRITNAGBESE 667,296 630,254
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8. PROPERTY, PLANT AND EQUIPMENT, LAND 8. ABE- - THKRE  LTifE

USE RIGHTS AND INTANGIBLE ASSETS RERELEE
Property,
plant and Land use Intangible
equipment rights assets
FHE -
IWKk&E LTthERE BREE
RMB’000 RMB’000 RMB’'000
ARBTT AR®TT ARBTT
As at 1 January 2019 ®2019%F1A81H
Cost %N 4,474,183 14,099 56,837
Accumulated depreciation RETITE R
and amortisation (822,764) (2,399) (17,248)
Net book value R HE 3,651,419 11,700 39,589
Six months ended 30 June 2019 BZE201956830B LA{EA
Opening net book value HAFARTED A 3,651,419 11,700 39,589
Additions 0 68,861 - 604
Disposal — cost BE— WA (1,501) - -
— depreciation — I E 1,395 = =
Depreciation and amortisation PrE N EsY (128,937) (3,714) (2,856)
Currency translation differences INEITEZR 251 - -
Closing net book value HRBEEEE 3,591,488 7,986 37,337
As at 30 June 2019 (Unaudited) R 20194 6 A 30 B (REHFX)
Cost B AN 4,541,929 14,099 57,441
Accumulated depreciation RETITE R EE
and amortisation (950,441) (6,113) (20,104)
Net book value BREEE 3,591,488 7,986 37,337
As at 1 January 2018 n2018F181H
Cost %N 4,129,008 14,099 51,455
Accumulated depreciation RETITE R
and amortisation (624,571) (2,117) (11,623)
Net book value EREDF(E 3,504,437 11,982 39,832
Six months ended 30 June 2018 HZ2018F 6 A30RH1E<EA
Opening net book value HAARED A 3,504,437 11,982 39,832
Additions 140 168,429 - 3,124
Disposal — cost BE— WA (1,134) - -
— depreciation — e 1,126 - -
Depreciation and amortisation e KB 5 (73,738) (141) (2,736)
Currency translation differences INBITEEE 2,632 - 1
Closing net book value HRBEEEE 3,601,752 11,841 40,221
As at 30 June 2018 (Unaudited) R 20184 6 A 30 H (REHFZ)
Cost B AN 4,299,584 14,099 54,583
Accumulated depreciation BRI E R EE
and amortisation (697,832) (2,258) (14,362)
Net book value BRMENFE 3,601,752 11,841 40,221
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8. PROPERTY, PLANT AND EQUIPMENT, LAND 8. ABE- - THKRE  LTifE

USE RIGHTS AND INTANGIBLE ASSETS RAEREBLEE @
(Continued)
The Group's interests in land use rights represent prepaid AREEBR T FERAENESEEARLE
operating lease payments. All of the Group's land use rights are MHE R - AL EH) + 300 A& 2 A
located in the PRC. The Group has adopted HKFRS 16 from 1 RABESZERN REEB2019F1H1H
January 2019, the land use rights were included in the scope of RIRAE BT ERELERE 1698 - b
HKFRS 16. EREERRAUHRELF 165 -
The Group's intangible assets represent computer software. AEBMNEREERSIETT -
9. TRADE AND OTHER RECEIVABLES 9. FEURRRTR I H 4t B WK
As at As at
30 June 31 December
2019 2018
R2019F 20184
6HA30H 12HA31H
RMB’000 RMB’000
AR¥T T ARETTT
(Unaudited) (Audited)
(RBER) (feE%)
Trade receivables (a) FEUBER K (a)
— CUCBM — CUCBM 62,509 205,155
— PetroChina — A 80,988 49,548
— External customers — HNEEE P 61,507 24,539
205,004 279,242
Notes receivable (b) FEUZE T (b) 83,000 40,000
Government grants receivables (c) JE U ST 48 B (c)
— Government — B 336,180 172,747
— CUCBM — CUCBM 12,551 12,551
— PetroChina — A - 12,866
Due from related parties for cash calls FEUREER: IR S E R R TBIR
and accrued expenses (d) EH ()
— CUCBM — CUCBM 49,015 40,598
— PetroChina — R AH 24,463 9,882
Deposits and others WeMHEMER 5,676 7,573
715,889 575,459
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9. TRADE AND OTHER RECEIVABLES (Continued)

Trade receivables

(a)

(i)

The ageing analysis of trade receivables is as
follows:

9. EWRAKEMEWT &)
JE Uk BR 2K

(a)

(i)

FEWRRRE AR DT T

As at As at

30 June 31 December

2019 2018

R2019 % 2018 5

6H30H 12H31H

RMB’000 RMB’000

AR¥T T AREFTT

(Unaudited) (Audited)

(REFEZX) (T z)

Within 3 months =EARN 120,834 253,043
3 months to 6 months =@A=ENEA 43,017 7,064
6 months to 1 year NEAZE—F 32,629 15,350
1 year to 2 years —EME 8,524 3,785
205,004 279,242

Trade receivables due from CUCBM represent the
cash collected from external customers attributable to
Sino-American Energy, Inc. ("SAEI") and deposited
into CUCBM'’s bank account on behalf of the Group,
which is jointly managed by CUCBM and the SAEI.

Trade receivables due from PetroChina represent the
amount to be collected from PetroChina relating to
the sale of the Group's share of CBM from the Mabi

concession.

Trade receivables due from external customers
represent the amount to be collected from the
independent customers relating to the sale of the
Group's share of CBM from the Panzhuang

concession.

JE Y2 CUCBM Y FiE U 7k 18 #5
WE BN EREFIF AR
CUCBM E1ZER 8RB R A A
HFEEE - W HACUCBMKR
RAEERMIRITELN
B o

JRE MR R A ) L B R i
WEREFABEEAEER
FUVBEBAERERAEE -

FE UL 5B B P 1 e U PR SR 4
HEBEBLEFEREAS
B % 1R 52 AT BB R
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9. TRADE AND OTHER RECEIVABLES (Continued) 9. BRI H AU (5)

(@) Trade receivables (Continued) (a) FEUBRZR (%)

(i) Trade receivables past due but not impaired (i) EBEHERBERNERIRR
The ageing analysis of these trade receivables is as 2% 5 e IR TR IE B BRI 0 AT 0
follows: T

As at As at
30 June 31 December
2019 2018
R2019 % 2018
6H30H 12H31H
RMB’000 RMB'000
AR%T T AREFT
(Unaudited) (Audited)
Past due but not impaired A HEREE (REEX) (rez&wz)
Over credit term but within EEBAERER=EANAN
3 months 44,068 35,990
3 months to 6 months —@AZENEA 43,017 7,064
6 months to 1 year NEAZE—F 32,629 15,350
1 year to 2 years —FEWF 8,524 3,785
128,238 62,189
These relate to PetroChina and a number of AL LR N NS S Cia
independent customers for whom there is no BEAMBRENBLERS
significant financial difficulty and based on past AR REBEER B
experience, the overdue amounts can be recovered. SR WE -
(iii) Movement of bad debt provision: (i) RWERESD :

Six months ended 30 June

HZE6H308 1/ EAHME
2019 2018
2019 & 20184
RMB’000 RMB’000

AR¥T AREFIT
(Unaudited) (Unaudited)

(REER) (RIEEZ)

Beginning of the period RE] = 7,197
Write-off %88 - (7,197)
End of the period FEIR - -
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9. TRADE AND OTHER RECEIVABLES (Continued) 9. EBUWERERKHEMEKR @)
(b) Notes receivable are bank acceptance with maturity dates (b) FEWZEAHBE—FURNHER

within one year.

This represents the VAT refund and government subsidies
for CBM receivable from the government through CUCBM
and PetroChina.

This represents CUCBM's and PetroChina’s share of the
cash calls and accrued expenses for the development and
production costs of Panzhuang and Mabi concession yet to
be received from CUCBM and PetroChina, respectively.

As at 30 June 2019, the carrying amounts of trade and other
receivables approximated their fair values.

TTAEGER -

It 538 3B CUCBM K AR /5 58 FE W ik
AR IR FE R I8 ERR T R BT
8f o

bt & CUCBM KA A0l ok & @
8 K% 55 A5 BB 5 B Je AR EERK AR 3R
> ERKTBARER WARMRA
CUCBM K/ A i B o

M2019F6 A308 » FEUWEZR &
HapEW R ERmEEE QAR EE

A -

10. CASH AND BANK BALANCES 10. RERBITEER

As at As at
30 June 31 December
2019 2018
M 2019 F #2018
6H30H 12 H31H
RMB'000 RMB’000
AR®ET T AREFIT
(Unaudited) (Audited)
(REEZR) (JeEZ)
Cash and cash equivalents RERHACEEY
— Cash at banks — RITER 1,663,588 1,656,523
Restricted bank deposits (a) ZRRFIRITIF K (a) 43,767 43,767
1,707,355 1,700,290
(a) As at 30 June 2019, restricted bank deposits represented land restoration (a) 201966 A308 + B HIIRITFRAEH

deposits for Panzhuang and Mabi concessions.

E 5B A0 R IR L OISR AF R o
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11. SHARE CAPITAL 11. B
Equivalent
Nominal nominal
Number of value of value of
ordinary ordinary ordinary
shares shares shares
ZER

TERHME TEREE SHEHE
Thousands USs$'000 RMB’000
T TET ARETT

Issued and fully paid: EZFTRAE -
Ordinary shares of US$0.0001 each AR ETE 0.0001 ZETT i) Z AR
As at 1 January 2019 R2019F1H81H 3,390,558 339 2,077
Exercise of share options (a) — 1T{EREARAE (a) 1,999 - 1
As at 30 June 2019 n20195 6 B30H 3,392,557 339 2,078
(a) During the six months ended 30 June 2019, 1,998,940 share options were (a) HZ=2019F6A30H 1E751E A HifE + 1,998,940
exercised (Six months ended 30 June 2018: 2,018,090 share options were MEREEETE(EZE2018F6 308 Ik
exercised). 7~ E B EARE ¢ 2,018,09015) ©
12. OTHER RESERVES 12. Hftf#E
Other reserves consist of share-based compensation and foreign H th 18 B 48 LAIR (0 73 25 10 S BN % o0
currency translation differences. EinEZERE -
13. ASSET RETIREMENT OBLIGATIONS 13. EEREEK
Six months ended 30 June
BZ6H30HIEXEAHBE
2019 2018
2019 2018
RMB’000 RMB'000
AR¥ET T ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Beginning of the period NG 16,741 14,609
Accretion expenses ANF X 430 374
End of the period REAR 17,171 14,983
The asset retirement obligations represent the present value of BEREEEBITERERARFEER
estimated future expenditures on decommissioning of gas ER T H B GEET R R S HYIRE -

properties and restoration of land.
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14. DEFERRED INCOME TAX LIABILITIES

The gross movement in deferred income taxation account is as

14. EZEFRrEHAR
EEFFEFIE B M mBBMmT -

follows:

Six months ended 30 June

BZ6H30RIEAEAHM
2019 2018
2019 & 2018 &
RMB’000 RMB’000
AR¥T ARET T
(Unaudited) (Unaudited)
(REEFEZX) (REEEZ)
Beginning of the period NEEE) 307,322 232,080
Charged to the consolidated statement ~ RA&#H4r & UIzm RN
of comprehensive income (Note 21) (BF&EE21) 40,677 45,580
End of the period RERR 347,999 277,660

The movement in deferred income tax account is as follows:

EEFTSHAR B E ST -

Income not
Depreciation  yet subject
and  to tax and
amortisation others Total
TAHBN
mERBE WERHEM e
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT
(Unaudited) (REBERZ)
At 1 January 2019 20191 A1H 90,684 216,638 307,322
Charged to the consolidated REPHRE W TR
statement of comprehensive (FF&E21)
income (Note 21) 2,990 37,687 40,677
At 30 June 2019 "2019F 6 A30H 93,674 254,325 347,999
(Unaudited) (REEK)
At 1 January 2018 R2018F1A1H 67,085 164,995 232,080
Charged to the consolidated Ra R ae W RNk
statement of comprehensive (M=% 21)
income (Note 21) 17,474 28,106 45,580
At 30 June 2018 120186 A30H 84,559 193,101 277,660
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14. DEFERRED INCOME TAX LIABILITIES (Continued)

66

For the purpose of filing of PRC corporate income tax,
development expenditures incurred prior to commercial
production from tax perspective are tax deductible over a 8-year
period starting from the commencement date of commercial
production; exploration expenditures incurred prior to
commercial production from tax perspective except for those
qualified as production wells are tax deductible over a 3-year
period starting from the commencement date of commercial
production.

Deferred income tax expenses mainly relates to government
grants which comprise of government subsidies and VAT refunds
received by the Group, which will be taxable in specified future
periods according to relevant tax regulations and local tax
authority in the PRC.

As at 30 June 2019, the Group did not recognise deferred income
taxation in respect of the exploration and development
expenditures of Mabi concession. Such expenditures are tax
deductible over certain periods starting from the commencement
date of commercial production. As at 30 June 2019, the Northern
Area and Southern Area of Mabi concession are still under
exploration stage and development stage respectively.
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15. TRADE AND OTHER PAYABLES

15. BERERA R EMESRK

As at As at

30 June 31 December

2019 2018

R2019F #2018 F

6H30H 12H31H

RMB'000 RMB’000

AR¥T AREETF T

(Unaudited) (Audited)

(REEX) (BT i%)

Trade payables FETBR IR 179,634 228,043
Amounts due to related parties FE A B RS 5 5k 0E

— CUCBM — CUCBM 4,014 -

— PetroChina — dAH 5,788 4,078

Tax payables JESREFR 669 810

Payroll liabilities ERTE 16,272 14,903

Other payables H e R 6,237 8,450

212,614 256,284

(@)  The ageing analysis of trade payables is as follows:

At 30 June 2019, the ageing analysis of the trade payables
based on invoice date is as follows:

(@ ENERFHRELFTOT

M2019F6A30H  ERBER
BR R BR IR BR IR AT IO T ¢

As at As at

30 June 31 December

2019 2018

®2019F 2018

6H30H 12H31H

RMB'000 RMB’000

AR®T T AREEF T

(Unaudited) (Audited)

(REEZR) (JEEZ)

Within 6 months NEARA 80,303 166,785
6 months to 1 year NEAAE—%F 46,483 13,100
1to 2 years —ZEWF 21,628 26,066
2 to 3 years ME=%F 23,337 8,801
Over 3 years =FME 7,883 13,291
179,634 228,043

(b)  As at 30 June 2019, the carrying amounts of trade and other
payables approximated their fair values.

(b) M2019F6H30H « T HRH K&
HipemmkmEEE AR EE
iEEE

TERERERERAR/ —T-NFHBERE 67




Notes to the Condensed Consolidated Interim Financial Information

RS G i B B 15 B B B =

16. REVENUE 16. LA
All the Group's revenue is derived through the sale of the REBETA WAL R B AKEEFTHCBM
Group's share of CBM sold to customers in the PRC. Sales of gas HARBRFMHEEMSE - &8 ETIEH
are recognised when control of the gas has transferred, being BEeEk  MEBREXNTERPR
when the gas is delivered to the customers. The amount of REBEREERIEERA - WAL
revenue is allocated based on the terms of the PSCs and gas BEERIKARLEBRIEEREA
sales agreements. R T ADE -
17. OTHER INCOME 17. H A
Six months ended 30 June
BZE6A30HLLAEAHM
2019 2018
2019 F 20184
RMB’000 RMB’000
ARBTFR ARBFTT
(Unaudited) (Unaudited)
(REEX) (REEZ)
VAT refund (a) RETRT () 66,645 34,169
Government subsidy (b) T 4 B (b) 99,361 89,640
166,006 123,809
(@) VAT refund is granted by the PRC government according to (a) IBEBURTZ P B BUFARRCH B
“The Notice on Tax Policy Issued by The Ministry of Finance BB R AR FHRA R AN PRAR B SR
and The State Administration of Taxation on Speeding Up R A B UK [ R 0 3 A ) 1%
The Drainage of Coalbed Methane” (B EREBEI R 75 48 /5 i = CUCBM K 2 53 3l 43 7 ik
B A DGR 1 B SRR ER A B A B P R MO8 A1)). CUCBM I R 15 R R R R B BUR R
and PetroChina apply for the VAT refund for Panzhuang ASEERBASRERERE
and Mabi concession, respectively. The Group recognises CBMIN A & 32 R & iz s 78 7] 12 (el
its entitlement based on the Group's share of CBM sold RHERBAMEAMEHE -

and when there is reasonable assurance that the amount
will be received.
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17. OTHER INCOME Continued)

(b)

Government 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” ((BfEXZB RN K E R
Hr) R A E B E R)) published on 20 April 2007.

On 11 June 2019, the Ministry of Finance issued
“Supplementary Notice on the Interim Administrative
Measures for Special Funds for the Development of
Renewable Energy” (BN (FIBAERREREZEESERE
4T 0K ) B # 7 i AN)), which setting out a revised
calculation basis of determining the grant. Management
has recognised the grant based on their best knowledge
and understanding of the basis set out in the
supplementary notice.

CUCBM and PetroChina apply for the subsidy for
Panzhuang and Mabi concession, respectively. 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

following:

17. WA @)

(b)

I 8 B 2 B B AR 9% 7 2007
F4 A20H 340 80 B BEB RE A KR
ER (BRI AZEMNBHENERE
ROEH -

2019 6 A11 8 » Bf B b3 #( #8
R<ABERRERSEBEESER
ETIEAS>R@MRBE) - HEE
BRI ETEERETT TI85] ©
ERECREBEEASHTBAMMEE
ERRET R NMIBHRERT ANEH
ISR

CUCBM KA A 73 Bl 4 7% 3t & 1%
EEVEBBFRMN o AREDIR
BASE#ELMECBMRAESE
REZSBINUEISERENZS
KB %8 o

18. BRFTGHAIAE
%S BEAT R DA s T oI B i

)—\F_ .

Six months ended 30 June

BZ6H30HLAEAHE
2019 2018
2019 F 20184
RMB’000 RMB’000
ARBFR AREFTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Operating lease rental expenses KEHERX 2,227 7,566

TERERERERAR/ —T-NFHBERE 69




Notes to the Condensed Consolidated Interim Financial Information

RS G i B B 15 B B B =

19. EMPLOYEE BENEFITS EXPENSES

70

19. EEEARX

Six months ended 30 June

BZE6H30RLAEAHME
2019 2018
20194 20184
RMB’000 RMB’000
ARBT T ARETTT
(Unaudited) (Unaudited)
(RBER) (REEEZR)
Wages and salaries ITERF® 34,966 54,073
Welfare and other benefits (a) B K E At M5 (a) 9,541 12,855
Share-based compensation (b) LARR 19 A EEREHD M (b) - 11,606
Termination benefits BHREH 19,901 -
64,408 78,534
(a) Welfare and other benefits (a) TBAIREMFZ
In the PRC, the pension plans are organized by the RHPE REEFHSHI19%(XE
municipal and provincial governments at a rate of 19% of T ERRARR) [ R & BT E IR
the employees’ salaries, subject to certain ceilings. The BRI ST EIEL R - AL E R
Group also contributes to government-sponsored housing EZREEFSMI1I2% (X ET LRR
funds at a rate of 12% of the employees’ salaries, subject to FR)ABBAENESESED
certain ceilings. e
(b) Share-based compensation (b) AR DA EHE 0 SREN

The Company adopted the Pre-IPO Share Option Scheme
(share options) on 31 March 2015 and the Post-IPO
Restricted Share Unit Scheme (RSUs) on 18 December 2015.

As at 30 June 2019, there are 3,069,804 outstanding share
options with the exercise price of US$0.151 per share. All

the outstanding share options are exercisable and have
expiry dates between 2020 and 2023.

As at 31 December 2018, all RSUs have been vested or

cancelled after Change of Control (Note 1), and no RSU is
outstanding.
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20. FINANCE COSTS, NET 20. BISER — 25

Six months ended 30 June

BZ6H30HIEAEAHM
2019 2018
20194 2018 4F
RMB’'000 RMB'000
ARBT T ARETTT
(Unaudited) (Unaudited)
(RBER) (REEEZR)
Interest expense of lease liabilities HEAENMNEER (1,494) —
Interest expense of bank borrowings RITEFWAEER = (22,754)
Bank loan commitment fee RITEFEEE = (5,188)
Accretion expenses of asset retirement BEEEXRGNEILSER
obligations (336) (309)
Subtotal /et (1,830) (28,251)
Less: amounts capitalised on qualifying W EEREEENML R
assets - 22,754
Finance costs MBER (1,830) (5,497)
Interest income FLE A 16,479 11,923
Exchange gains/(losses) P& 5 Uk as(1B5K) 1,380 (8,222)
Finance costs, net MBER— #8 16,029 (1,796)
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21

72

. INCOME TAX EXPENSE

21. FREHEHR

Six months ended 30 June

BZ6H30H1EEAEHE
2019 2018
2019 20184F
RMB’000 RMB’000
ARET T AREEF T
(Unaudited) (Unaudited)
(RIEERK) (REEER)
Current income tax 2 HIATER 82,464 37,865
Deferred income tax (Note 14) EREFRS R (FIFE14) 40,677 45,580
123,141 83,445

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.

Asian American Gas, Inc. ("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.

SAEIl, which was incorporated in the Samoa under the
International Business Companies Acts of the Samoa, 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%.
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21. INCOME TAX EXPENSE (Continued) 21. FIEBER @
The tax on the Group's profit before income tax differs from the N6 B R TS B A R 9 B 18 R R AR
theoretical amount that would arise using the statutory tax rates FEHRRAEMIERBEE TR FBWOT :
as follows:

Six months ended 30 June

HZE6H308 1/ EAHME
2019 2018
2019 & 20184
RMB’000 RMB’000

AR¥T ARETIT
(Unaudited) (Unaudited)

(REER) (REEZ)

Profit before income tax B PTIS 250 AT B 461,718 289,143
Tax expense calculated at statutory tax BEBEERENENTHRIBEER

rates (114,149) (72,942)
Current period temporary differences for ~ NEIE R HERIELET & E K

which no deferred income tax asset AENERTEER

was recognised (1,405) (5,639)
Expenses not deductible for taxation RATHIBRE B A

purposes (419) (1,012)
Others Hfth (7,168) (3,852)
Income tax expense Frisfi &R (123,141) (83,445)
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22. EARNINGS PER SHARE
(a) Basic
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 2019 and 2018.

22. 3RW=E

(a)

K
AEXRGRWETIEFEBIR AR R
BENAN BB UAE Z22019F &
2018F 6 A 30 H L/~ E A BIRAE
BOTRROMEFHOEFTES
ﬁ o

Six months ended 30 June

HZE6H30BIEAEAKM
2019 2018
2019 F 2018 4F
(Unaudited) (Unaudited)

(RBEX) (REEZ)

Profit attributable to owners of the SEBEBRARQRTEENTE

Company (RMB’000) (ARETIT) 338,577 205,698
Weighted average number of ordinary B 277 @ EZN A& #) hnig

shares in issue (Thousands) EE (FRR) 3,391,158 3,341,714
Basic earnings per share (RMB) HARGRWEZS (AR T) 0.100 0.062
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22. EARNINGS PER SHARE (Continued) 22. SR WE#)
(b) Diluted (b) T

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 assumed
proceeds from conversion of these options and RSUs shall
be regarded as having been received from the issue of
ordinary shares at average market price of ordinary shares
during the period. The difference between the number of
shares that would have been issued assuming the exercise
of the share options and RSUs and the number of shares
that could have been issued at the average market price of
the ordinary shares during the period with the same total
assumed 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.

wEERWRRRAA I HENE
EEBRRLIBE  RECHETYE
B INETFOHEE - AREE
AR R IR R B R - RERE
KX R B B - RERE LB
REAN 52 R il B £ B AL S 3R A R
EBREER SRR EER T
MISERETMES - TREHT
MR BB RERBRRITE T B
RS IR I B £ B AL FE R B AT AR
MER - BRI BT
BHSEREITLESHEREFE
REBER T A RER EHTTH RN &
BHEZR - E—TREZTHRN
BE S BAR T AR T8 —
#o o WERHERESR KRN
PR D& e

Six months ended 30 June

BZ6H30H1EEBHHE
2019 2018
2019 & 2018 €

(Unaudited) (Unaudited)
(REEX) (REEER)

Profit attributable to owners of the EBNALRFEENERN

Company (RMB'000) FIE(ARBTIT) 338,577 205,698
Weighted average number of ordinary B 317 38 M &9 H0#E T 158X

shares in issue (Thousands) (Fi%) 3,391,158 3,341,714
Adjustments for assumed conversion of % 7, 8& A% 4 & 52 PR HI A% 17

share options and RSUs (Thousands)  B{7AYFH% (FAY) 490 44,442
Weighted average number of ordinary 5T E 2SI IS HY & 3 I%

shares for diluted earnings N E(FR)

per share (Thousands) 3,391,648 3,386,156
Diluted earnings per share (RMB) wEgRka(ARET) 0.100 0.061

TERERERERAR/ —T-NFHBERE 75




Notes to the Condensed Consolidated Interim Financial Information

RS G i B B 15 B B B =

23. DIVIDENDS 23. RE
A dividend in respect of the year ended 31 December 2018 of HZE2018F12A31BIEFEMRE A
RMB255,520,910 has been approved at the annual general ¥ 255,520,910 7 2 7201945 A 10 H
meeting on 10 May 2019, which was paid on 12 June 2019. BB A E D ERE - W 20194F

6 B 12 BIRf o

24. CASH GENERATED FROM OPERATIONS 24, RETHFRERS
Reconciliation of profit before income tax to net cash flow MRAT AT EEESEERNERER
generated from operations: ISR FE

Six months ended 30 June

BZE6A30HLAEAHE
2019 2018
2019 F 20184
RMB’000 RMB'000

ARET T ARETIT
(Unaudited) (Unaudited)

(REER) (RIEEZ)

Profit before income tax M Er SR A A E 461,718 289,143
Adjustments for: HTHSIBEHFE
Depreciation e 132,690 73,738
Amortisation (Note 8) K (Msxe) 6,570 2,877
Gains on disposals of property, HETBE - THREREHFE
plant and equipment (8) @31
Interest income FBUA (11,973) (11,923)
Finance costs HMEER 1,830 5,497
Exchange (gains)/losses P& 3, (Uess) /184 (1,380) 8,222
Share-based compensation (Note19(b)) VARR 19 7 B 9 SR BN (P93 19(b)) - 11,606
Changes in working capital: LEES R
Increase in inventories TFEEN (1,009) (352)
Increase in trade and other receivables e s AR 5 R B A R M R 3 A (124,431) (227,797)
Decrease in trade and other payables FEATBR AR B JE A BUR A (7,101) (13,755)
Cash generated from operations REEPELNESD 456,906 137,225
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25. COMMITMENTS 25. AFHEE
(a) Capital commitments (a) EAAFH
Capital expenditure contracted at the end of the period but RERE TR EEENER
not yet incurred is as follows: RSz
As at As at
30 June 31 December
2019 2018
R2019 % R 20185
6H30H 12H31H
RMB’000 RMB’000
ARMT ARETT
(Unaudited) (Audited)
(REER) (&%)
Property, plant and equipment TEpE - TREEE 32,937 27,306
(b) Operating lease commitments (b) REBEHAE
The Group leases office premises from non-related parties AN B IR 7 T A U A AL
under non-cancellable operating lease agreements. The HEMETHERARE - A
future minimum lease payable under non-cancellable B EHET - REEABRH
operating leases contracted for at the balance sheet date AT ERAERRBENRK R
but not recognised as liabilities, are as follows: REMNEERIBRAT -
As at As at
30 June 31 December
2019 2018
R2019 % R 20185
6H30H 12H31H
RMB’000 RMB’000
ARMT ARBETIT
(Unaudited) (Audited)
(RBER) (RE|Z)
Within 1 year —F AR 991 7,975
Between 1 and 5 years —FERF - 2,361
991 10,336
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26. RELATED PARTY TRANSACTIONS 26. BB AR5
Parties are considered to be related if one party has the ability, B HBARENEESIMEENS —F%
directly or indirectly, control the other party or exercise significant HE— RS MEESRREMBAEE KR
influence over the other party in making financial and operation TR AR AR o XERIEHIW
decisions. Parties are also considered to be related if they are SHNMEABE T KREBTXTESIEA
subject to common control. Members of key management and 8 M H KR 8 IS & R

their close family member of the Group are also considered as
related parties.

(@) The following companies are related parties of the (a) BZE2019F6AH30R < 1@ A
Group during the six months ended 30 June 2019: IHEIR s THATAEEREERR
BAMET
Names of the related parties Nature of relationship Ownership interest
G 2B BERMTE FrEE#ER
XTRQ (i) Ultimate parent entity 49.90%
RAR) R AR 49.90%
Sichuan Liming (i) Intermediate parent entity 49.90%
P91 AIBA (i) R AR A ) 49.90%
Liming (i) Immediate parent entity 49.90%
FIBA (i) BEERAR 49.90%
CUCBM PSC partner of Panzhuang concession N/A
CUCBM FEHEREMOKEREEA NEA
CNPC/PetroChina (i) PSC partner of Mabi concession N/A
B A SH, A (i) BURBEROKNEREEA T E A
0] As at 30 June 2019, XTRQ, through its 100% controlled subsidiary (i) R2019F 6 A308 @ TAARABE
Sichuan Liming, holds 100% of the issued ordinary shares of Liming. & ER AT M)A EE A

100% B 317 EBAL

(ii) The exploration phase sales agreement was entered into between (ii) YRR EAEERE BT ERRE
AAGI and PetroChina (representing CNPC). FEREDAH(RKRFPEAM)RIL
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26. RELATED PARTY TRANSACTIONS (Continued)

(b) Significant transactions with related parties

26. BB AR F (&)
BB AINEARS

Six months ended 30 June

BZ6H30HIEEAHBE
2019 2018
2019 2018 F
RMB’000 RMB’000
AR®T AREEF T
(Unaudited) (Unaudited)
(REFEX) (REEER)
Services received BESH RS
— CUCBM — CUCBM 2,788 2,520
— PetroChina — A 12,203 16,610
14,991 19,130
Six months ended 30 June
BZ6HA30HIEAEAH™E
2019 2018
2019 F 2018 4F
RMB’000 RMB’000
AR®T T AREEF T
(Unaudited) (Unaudited)
(REEZR) (REEER)
Sales of gas HEKER
— PetroChina — A 50,023 62,863
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26. RELATED PARTY TRANSACTIONS (Continued) 26. BB RS (1)
(c) Key management compensation (c) FEEIEAESFHH

Six months ended 30 June

B Z6 8308 1E/1E B HAM
2019 2018
2019 % 2018 4F
RMB'000 RMB’000
AR¥T AREF T
(Unaudited) (Unaudited)
(REFEX) (REEEZ)
Basic salaries and allowances HEARE & M2, 5,934 13,871
Discretionary bonuses E1E e 2,963 3,352
Share-based compensation VAR 159 7% B0 A S B = 5,627
Other benefits including pension HaEf (BiEEKRS) 310 1,819
9,207 24,669
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