AAG

J‘ !inrnﬂv' \‘ <ol
Tty vy )QU“IQL\

AR Bf ¥ 45 INTERIM REPORT

DEERERERAF
AAG Energy Holdings Limited

(Incorporated in the Cayman Islands with limited liability)
(RESHESEMMILMNBIRAT)

Stock Code B&191X5%E: 2686



CONTENTS
B &

Company at a Glance

NCIEVE

Corporate Information

NEIER

Management Discussion and Analysis

EIRE R Am MM

Corporate Governance and Other Information

PEERREMER

Report on Review of Interim Financial Information

hEB RS E R e ER RS

Condensed Consolidated Interim Balance Sheet
HRaHhBEEARR

Condensed Consolidated Interim Statement of Comprehensive Income
A& O iR A e =

Condensed Consolidated Interim Statement of Changes In Equity
HORA Bk B BB

Condensed Consolidated Interim Statement of Cash Flows
BREHTHESRER

Notes to the Condensed Consolidated Interim Financial Information

IR A ot B S E R T

32

42

44

46

47

48

49



..........

Company at a Glance
NGNS

AAG Energy, the Leading
Independent CBM Producer in China

DXRER - PEIRERITRNELSE

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

Mission
To create best value for society, optimized platform for employees and
highest return for shareholders.

About AAG Energy Holdings
Limited

AAG Energy Holdings Limited (“AAG Energy” or “the Company”,
together with its subsidiaries, the “Group”) is a leading international energy
company in the field of Coalbed Methane (“CBM”) exploration and
production in China. It is committed to developing and optimizing the value
of unconventional gas resources to supply clean energy to support the
economic development in the People’s Republic of China (“PRC”). AAG
Energy’s key operating assets, Panzhuang and Mabi concessions, are
located in the southwestern part of Qinshui Basin in Shanxi Province, which
boast 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 first Sino-
foreign CBM cooperative project with full-scale commercial development
and production and also the most commercially advanced Sino-foreign
CBM asset in the PRC. The Overall Development Plan for the southern
area of Mabi concession, which is in partnership with China National
Petroleum Corporation (“CNPC”), was approved by the National
Development and Reform Commission (“NDRC”) of the PRC in September
2018. The designed annual production capacity for commercial
development is 1 billion cubic meters. Leveraging its successful experience
in the commercialization of CBM and high-calibre management team, with
the progress made in the commercialization of southern area of Mabi

concession, the Company will continue to contribute more ck?‘an eneygy to
society and create higher return for investors. {/ /' l
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Corporate Information

QNAEHR

BOARD OF DIRECTORS
Executive Directors

Mr. Ming Zaiyuan (Chairman)

Mr. Yan Danhua (President)

Mr. Zhang Jianbing (Vice President)

Non-Executive Directors

Dr. Cui Guiyong

Mr. Huang Min (appointed on 27 March 2020)
Ms. Gu Ren (resigned on 27 August 2020)

Independent Non-Executive Directors
Mr. Tai Kwok Leung Alexander

Dr. Liu Xiaofeng

Dr. Yang Ruizhao

JOINT COMPANY SECRETARIES
Mr. Chiu Ming King
Ms. Su Xiaohang

AUTHORIZED REPRESENTATIVES
Mr. Zhang Jianbing
Mr. Chiu Ming King

AUDIT COMMITTEE

Mr. Tai Kwok Leung Alexander (Chairman)

Dr. Liu Xiaofeng

Mr. Huang Min (appointed on 27 August 2020)
Ms. Gu Ren (resigned on 27 August 2020)

REMUNERATION COMMITTEE

Dr. Liu Xiaofeng (Chairman)
Mr. Tai Kwok Leung Alexander
Mr. Zhang Jianbing

NOMINATION COMMITTEE

Mr. Ming Zaiyuan (Chairman)
Dr. Liu Xiaofeng
Mr. Tai Kwok Leung Alexander

STRATEGIC DEVELOPMENT COMMITTEE
Dr. Yang Ruizhao (Chairman)

Dr. Cui Guiyong

Mr. Tai Kwok Leung Alexander

EEg
HITES
PR (EE)
B FYEE ek (403
RIS (FAER)

BITES

EEBEL

EHEA (FR 202093 27 BHEZR(E)
EaZ) &+ (720204 8 A 27 HEHT)

BYFHITES
BERTE
gl
Binaist

BEARAWE
HRBSE A
BRI L+

RERE
RIESSE
fERE S

BEREE®

BERLLE (TE)

BigEisiE+

| (202048 A 27 AEEE)
EEF) 2+ (722020458 A 27 BHEHE)

FWEES
BBt ()
BWER S

i S

REERE
PR (ZE)
B 18+
AR S

BHERESE
BHAEL ()
EEREL

HEIR S

TERERERERAR/ T _TFHHBHRE




Corporate Information

QNAEHR

REGISTERED OFFICE
P.O. Box 31119

Grand Pavilion

Hibiscus Way

802 West Bay Road

Grand Cayman KY1-1205
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Unit 2109-10, 21st Floor

China Merchants Tower

Shun Tak Centre

No. 168-200 Connaught Road Central

Hong Kong

PRINCIPAL PLACE OF BUSINESS IN CHINA

Panzhuang Management Center
Guobei Village

Jiafeng Town, Qinshui County
Jincheng City

Shanxi Province, 048204
People’s Republic of China

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER AGENT

Campbells Corporate Services Limited

Willow House, Cricket Square

P.O. Box 268

Grand Cayman, KY1-1104

Cayman Islands

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen'’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS
The Hongkong and Shanghai Banking Corporation Limited

Bank of Communication Limited, Offshore Banking Unit
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Corporate Information

QNAEHR

AUDITOR

PricewaterhouseCoopers

Certified Public Accountants and
Registered Public Interest Entity Auditors
22/F, Prince’s Building

Central

Hong Kong

LEGAL ADVISERS

As to Hong Kong law and the United States law:

DLA Piper Hong Kong

25th Floor, Three Exchange Square
8 Connaught Place

Central

Hong Kong

As to PRC law:
Beijing Broad & Bright Law Firm
Room 701, CBD International Plaza

No. 16 Yong'andongli, Jianguomenwai Avenue, Chaoyang District

Beijing, 100022
People's Republic of China

Shanxi Benhe Law Office

14th Floor, Yicui Commercial Centre
Jincheng City

Shanxi Province, 048000

People’s Republic of China

STOCK CODE
2686

COMPANY'S WEBSITE

www.aagenergy.com
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW
In the first half of 2020 (“1H2020"), we experienced drastic changes in
the external environment:

Firstly, due to the fact that the global energy consumption market ran
low while the supply market ran high, the international energy market
has experienced a serious surplus, and international energy prices have
plunged. West Texas Intermediate ("WTI") plummeted from an
average price of US$57.53 in January to an average price of US$16.70
in April. Even in the trading session on 19 April, the May contract for
WTI recorded a negative closing price for the first time in history.
Although crude oil prices in May and June rebounded slightly as
compared with that of April, they still remained in the doldrums. The
average prices of WTI in May and June were US$28.53 and US$38.31
respectively.

Secondly, the outbreak of Coronavirus Disease 2019 (the “COVID-19
Pandemic”) in January has spread rapidly around the world. As of 30
June 2020, the number of COVID-19 Pandemic confirmed cases around
the world has exceeded 10.42 million. The COVID-19 Pandemic
continued to impact the global economy and financial system. In June,
the International Monetary Fund (“IMF") predicted in the World
Economic Outlook that the global economy will shrink by 4.9% this
year, which is more pessimistic than the forecast of a 3.0% shrink in
April.

Thirdly, in China, natural gas production and import still maintained
rapid growth. In the first half of the year, natural gas production
increased by 10.3% period-on-period, and import increased by 3.3%
period-on-period. However, the COVID-19 Pandemic and the measures
to prevent and control the epidemic caused greater impact to the
production resumption of downstream market, especially industrial
users and upstream enterprises adopted price reduction and
promotion policy, as a result, the natural gas market presented
regional oversupply situation in the first half of the year, forcing
upstream companies to adopt phased production reduction measures.
For prices, the NDRC issued a policy on 22 February 2020, requiring
city-gates for non-residential use to implement off-season pricing
policy in advance, as a result, the overall selling price of the natural gas
market declined by approximately 20%. As affected by the surplus of
upstream supply and sluggish downstream demand, the selling price
of natural gas further dropped in late May, which brought massive
challenges and impacts to our CBM production and sales.
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW (Continued)

In face of the drastic changes in the external environment and market
challenges, the Group was fearless and had risen up to challenges.
With high-quality investment management and control, refined market
research and balanced production-sales disposition, continuous cost
reduction and efficiency enhancement and technological innovation,
the gross production of CBM in TH2020 continued to grow as
compared with that of the first half of 2019 (“1H2019"), representing a
period-on-period growth of 3.15%' to 468 million cubic meters
("MMCM") (being 16.5 billion cubic feet (“bef”), including Panzhang
concession’s gross production of 437 MMCM (being 15.4 bcf) and Mabi
concession'’s gross production of 31 MMCM (being 1.1 bcf).

The gross sales volume? of CBM of the Group for 1H2020 increased by
2.45% to 453 MMCM (being 16 bcf) as compared to 442 MMCM (being
15.6 bcf) for 1H2019, including Panzhuang concession’s gross sales
volume of 424 MMCM (being 15 bcf) and Mabi concession’s gross sales
volume of 29 MMCM (being 1 bcf).

The realized average selling price (“ASP")® of Panzhuang concession
decreased from RMB1.80 per cubic meter in TH2019 to RMB1.47 per
cubic meter in 1H2020, representing a decrease of 18.33%,; the realized
ASP of Mabi concession in 1H2020, being RMB1.39 per cubic meter,
basically remained steady as compared to that of 1H2019.

Note 1:  Due to the different in 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 less utilization loss.

Note 3:  Realized ASP excludes the directly attributable pass through cost, thus reflecting

the realized wellhead price.
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Management Discussion and Analysis
EEENWRE DN

BUSINESS REVIEW (Continued)

Our revenue and other income (including subsidy and VAT refund) for
1H2020 decreased by 17.52% to RMB630 million as compared to that
of 1H2019. EBITDA decreased by 12.34% to RMB513 million as
compared to that of 1H2019. Despite our revenue fell sharply as

E AE) e )

2020 F FHF WA R E A (BIEERT 8L
MIBERERT)E2019FRERLD T 17.52% =
ANR# 63018 7T © EBITDAE: 2019 4F [A) B jE 4
T1234% & AR #5138 7T - ERAE [ H
AIE R EERIRIBSF - 2020 4F _E 3 & 5 F) B &R 2
ERLT783%EAREE312BL BIRTA
RIB MM EE N EIEEN -

compared with the corresponding period, the net profit for TH2020
only decreased by 7.83% to RMB312 million as compared with the
corresponding period, which demonstrated the excellent management
and operating capabilities of the Company.

Six months ended 30 June

BZE6H30HIEAXEA
2020 2019
2020 2019 F
RMB’000 RMB’000
AR¥T AREFIT
(Unaudited) (Unaudited)
(REFEZX) (REEEZ)
Revenue A 483,668 597,651
Other income EbUg A 146,218 166,006
Profit from operations e K 385,593 445,689
EBITDA EBITDA 512,767 584,949
Adjusted EBITDA I FAEER EBITDA 512,767 604,850
Profit for the period HAR A 312,050 338,577
Basic earnings per share (RMB) EARgRKE(AREIT) 0.092 0.100
Diluted earnings per share (RMB) WREgRKE(ARET) 0.092 0.100
As at As at
30 June 31 December
2020 2019
2020 & R 2019 4
6HA30H 12A31H8
RMB'000 RMB’000
AR®T AREEF T
(Unaudited) (Audited)
(REEZR) (JEE%)
Property, plant and equipment THE - THMEE 3,811,656 3,721,688
Cash and bank balances R MIRTTHE R 1,852,256 2,183,826
Total assets BEE 6,741,906 6,748,160
Total equity B 5,804,197 5,843,642
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW (Continued)

Health, Safety and 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 incident rate ("TRIR"), lost time injury rate (“"LTIR") and
preventable motor vehicle accident (“PMVA") in TH2020. As of 30 June
2020, AAG Energy has achieved an excellent safety performance
record of zero lost time injury for 5 years and 299 days in a row.

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 TH2020, the gross production for Panzhuang concession reached
437 MMCM (being 15.4 bcf), representing a period-on-period increase
of 5.13% as compared with 416 MMCM (being 14.7 bcf) in TH2019.
Daily average production during TH2020 was 2.4010 MMCM (being
84.79 million cubic feet (“mmcf”)) compared to 2.2964 MMCM (being
81.1 mmcf) in TH2019. As of 30 June 2020, 346 wells were in production
in Panzhuang concession, including 49 multilateral drilling wells
("MLD"), 92 pad drilling wells ("PDW") and 205 single lateral horizontal
wells ("SLH").

The work plan in 2020 for Panzhuang concession focuses on
accelerating production growth while keeping competitive costs. In
1H2020, in respect of Panzhuang concession, we have drilled a total of
44 wells, of which 26 were SLHs and 18 were PDWSs. Most of these
newly drilled CBM wells are located in areas where the geological
conditions are of certain risks and challenges. For example, the Sitou
fault in the western area of the concession has brought significant
challenges to the drilling cycle days and well construction cost. In face
of such challenges, the Company strengthened the integration,
management and control of its technical capabilities, and completed
drilling tasks with high quality in the first half of the year. Average
drilling time for each SLH, being the main type of well, was 18.95 days
with average drilling cost maintained at RMB2.83 million, which
basically remained steady as compared to that of the corresponding
period of last year. In addition, we have fractured 17 PDWs and put 41
wells into production in Panzhuang concession.
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW (Continued)

Panzhuang Concession (Continued)

The production capacity of surface facilities in Panzhuang concession,
with a primary compression capacity reaching 3.56 MMCM per day and
a secondary compression capacity reaching 0.8 MMCM per day,
includes 6 gas gathering stations, 30 wellhead compressors, 65.2 km of
trunk lines and 107 km of well to well pipelines. With compelling
coordination and organization, the 35 kilovolt power transmission and
transformation project has been put into operation, which will be able
to satisfy the electricity demand of Panzhuang concession and further
improve the gas distribution capacity, thus increasing our production
and sales volumes.

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

Mabi Concession

Our Mabi concession, which is in partnership with CNPC, was listed as
China’s key CBM project in 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.

In 2019, the 27 newly drilled wells were located in four well sites
respectively. After the completion of the drilling of all new wells on the
same well site, the fracturing construction and production of new wells
were organized in an orderly manner. In view of the geological
characteristics of low coal seam permeability in Mabi concession, we
have formulated a suitable pumping plan that can improve the
permeability of CBM, which ensures good gas production effect and a
stable gas production cycle through a continuous, stable and slow
pumping method that reduces geological pressure of CBM wells and
adjacent reservoirs. These new wells were put into production from the
end of 2019 to the first quarter of 2020, and are currently under
pressure reduction and pumping. Such wells are expected to start
producing gas and contribute to production in the second half of the
year. Based on the above, in TH2020, the gross production of Mabi
concession was 30.55 MMCM (being 1.1 bcf), representing a period-
on-period decrease of 18.79% as compared with 37.62 MMCM (being
1.3 bcf) in TH2019. Daily average production in TH2020 was 0.1679
MMCM (being 5.93 mmcf). As of 30 June 2020, 212 wells were in
production in Mabi concession, including 3 MLDs, 15 SLHs and 194
PDWs.
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Management Discussion and Analysis

EEENWR DN

BUSINESS REVIEW (Continued)

Mabi Concession (Continued)

In TH2020, as the COVID-19 Pandemic spread across the world and
international energy prices continued to plunge, many oil and gas
companies underwent significant downward adjustment for their
investment expansion plans, and reduced expenses through various
means. Despite such efforts, many oil and gas companies around the
world had declared bankruptcy under the harsh environment of
continuous low energy prices and sluggish global market demand.
Under such unfavorable factors, with continuous evaluation, as well as
technological innovation in Mabi concession in 2019, we have identified
production-rich areas for development of Mabi concession for the next
5 years. Based on the principle of phased implementation and rolling
development, and through strong organization and leadership, high-
quality investment management and control, and high-standard quality
requirements, in 2020, in addition to maintaining the investment in 65
wells and ancillary surface equipment and facilities in Mabi concession
as planned at the beginning of the year, we have further increased the
number of fracturing wells from 68 wells at the beginning of the year to
87 wells, including the CBM wells drilled in 2019 and the CBM wells
newly drilled in 2020. As of the end of June 2020, 20 new wells have
been drilled and 24 new wells have been fractured. The Company
accelerates the investment and development of Mabi concession
through continuous, high-quality and rapid investment, and strives to
amp up the CBM production of Mabi concession, thereby bringing
excellent returns to its shareholders, partners and the society.

Please refer to Table 1 for specific information on the operation
performance and well count of Mabi concession.
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BUSINESS REVIEW (Continued)

Mabi Concession (Continued)

Table 1 — Operation Update* of Panzhuang ("PZ") and Mabi

EREEE ()
ENEHR(E)

"1 —BHRER(ERDNSLER(EL])

("MB") Concessions HEZER*
2019
1H2020 1H2019 % Change full year
2020 % 20194 b= 20194
E¥F E¥F Bk 2F
Gross production (MMCM) wES(AELHK) 467.53 453.27 3.15% 931.09
Total average daily production BITHHES
(MMCMD) (BB FHAEXR) 2.57 2.50 2.80% 2.55
Gross production of PZ (MMCM) ERREE(BEILAK) 436.98 415.65 5.13% 859.17
PZ MLD &I MLD 76.45 105.60 -27.60% 205.46
PZ SLH & SLH 312.33 263.75 18.42% 559.88
PZ PDW &I PDW 48.20 46.30 4.10% 93.83
Total producing wells of PZ** WA TR 346 273 26.74% 305
PZ MLD &4 MLD 49 49 0.00% 49
PZ SLH &I SLH 205 150 36.67% 175
Pz PDW &I PDW 92 74 24.32% 81
PZ wells drilled B AR 44 22 100.00% 99
PZ wells fracked BB RIE ER B 17 7 142.86% 16
Gross production of MB (MMCM) JueEs (ASILHK) 30.55 37.62 -18.79% 71.92
MB MLD BH Y MLD 0.07 0.02 250.00% 0.07
MB SLH B SLH 7.12 9.59 -25.76% 17.93
MB PDW B PDW 23.36 28.01 -16.60% 53.92
Total producing wells of MB** BN aa A e 212 171 23.98% 183
MB MLD BFWXMLD 3 1 200.00% 1
MB SLH B SLH 15 10 50.00% 10
MB PDW B PDW 194 160 21.25% 172
MB wells drilled BB 20 - — 27
MB wells fracked BRI E S & 24 - — 13
Note: BFE -

* Operations update as of 30 June 2020, 08:00 CST.

*k

Well count is calculated from pumping start date.
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MANAGEMENT REVIEW

In face of the drastic changes in the external environment and market
challenges, we optimized our five-year strategic development plan
after conducting in-depth industry analysis, comparison of our own
advantages and disadvantages, and in-depth research on the value of
the natural gas industry chain. We have enhanced the risk control
measures for strengthened investment plan in Mabi concession
through the improvement of technologies and the integration of
production and technology segments. The foundation for the
construction of the natural gas full industry chain covering upstream,
midstream and downstream resources has been consolidated through
integrated operation and investment. Through the most stringent
epidemic prevention and control measures, our ability to respond to
major public health incidents and the level of management and control
has been enhanced.

Quickly Respond to Changes in the External Environment
and Optimize the Company’s Five-Year Strategic
Development Plan

Based on the Company's “2019-2021 Three-Year Strategic
Development Plan” completed in 2018, and coupled with the
Company'’s excellent operating results in 2018 and 2019, as well as the
optimization of the organizational structure and personnel, the
upgrade of the advanced standardized internal control system, and the
establishment of the value based performance management system, in
1H2020, the Company completed its “2020-2024 Five-Year Strategic
Development Plan”, which mapped out the direction for the
Company's high-quality and rapid development in the next five years.

Improve Technologies and the Integration of Production and
Technology Segments to Enhance the Risk Control Measures
for Strengthened Investment Plan in Mabi Concession

In TH2020, the Company conducted in-depth integration of the related
professional departments under the technology department of
headquarter and the operational departments of projects. Through the
in-depth integration of technical advantages and resources, and the
concentration of professional technical capabilities, the Company
formed its geological reservoir department, well drilling and
completion department, engineering and construction department,
and production and operation department, which further consolidated
the Company’s core competitiveness in technology in the field of CBM
exploration and development, and created a more professional and
powerful technical system, which enhanced the risk control measures
for strong investment plan in Mabi concession in the next five years.
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EEMNEPER IR B AT IS DR - M BR
ZAWITEDN - BENESBHE - URRA
BRAREXREENTAR BT AFEME
BRME  BBTE BRI R E RSN
FJIMES  BRIETESVERBRENRRE
TN BEBCNEERE  FETARA
REFTNHEEXBREZNER  BBRESE
R BIIEE BT T REERAHKBES
HEEBE N EEKF -

MEEHIPRRFER - BCEFHBEE
RSE

£ R FIPA 2018 4F 58 A #9€2019-2021 = 4F B B
ERBEDNEM - £5 272018 20194
FHALERE  URHESBEERAENE
b~ SR NI ERBEZNAR - EBE
IR ERE R ZMEE - 2020F FF¥F 5%
KT A RK2020-2024 A F B BEHRIRE]) - B
RARKRAFHEERRERIEAT HMA -

TERMBEREERMFIIES Bt
SLERBRERMREZERER

2020 EH4F - AR R T #R E2 I8 B #RHY
HEZEXEHPFTETREES  BEAURNES
BRNAARG  KTEERMANE - HEH
BEOmEED - oA - TREBRIMEEET
B E—FHFERRERBRYRFAE RN
RO BES ) - TEE INE R KT8
% b TESUERBARRAFHRIRERR

BRI -

DEREREBRERDT / —E_ZFRHRE 13




Management Discussion and Analysis

EEENWR DN

MANAGEMENT REVIEW (Continued)

Consolidate the Foundation for the Construction of the
Natural Gas Industry Chain through Integrated Operation
and Investment

According to the integrated operation strategy covering upstream,
midstream and downstream resources of natural gas industry, we
organized and implemented effective market research. Starting from
strong upstream investment to increasing reserves and production, we
have strengthened the establishment of strong CBM transmission and
distribution capabilities and the materialization of market channels
interconnection, thereby continuously optimizing and improving the
structure of downstream market customers. While ensuring the
production to sales ratio to the greatest extent, we will consolidate the
foundation for the construction of the natural gas full industry chain.

Strictly Prevent and Control the COVID-19 Pandemic,
Enhance the Ability to Respond to Major Public Health
Incidents and the Level of Management and Control

In face of the sudden the COVID-19 Pandemic, the Company actively
responded to the situation, quickly established an epidemic prevention
and control response team, and issued various documents such as the
"Prevention and Control Measures for the Novel Coronavirus
Pneumonia” to promote education on the subject matter among all
employees, raise awareness of epidemic prevention and control and
strengthen epidemic prevention measures. Moreover, on the premise
of ensuring the health and safety of front-line personnel, the Company
tried its best to ensure the normal progress of production and
operation to the greatest extent possible, as well as maximized the
interests of the Company and achieved “three zero” epidemic
prevention results of “zero confirmed cases, zero suspected cases, zero
infection”. The Company has accumulated valuable experience in
emergency management, information support, operations
coordination, external communication and logistics services, which
further enhanced its ability to respond to major public health incidents
and the level of management and control. In response to the
recurrence of the COVID-19 Pandemic in locations such as Beijing,
Dalian, Xinjiang, etc. in the second and third quarters of this year, the
Company will insist on epidemic prevention and control in the second
half of the year, carry out epidemic prevention and control work in
accordance with the epidemic prevention and control system
established in the first half of the year, and adhere to the “three zero”
objective.
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MANAGEMENT REVIEW (Continued)

Market Operation Review

According to the data from the NDRC and the National Bureau of
Statistics, in 1H2020, the production of natural gas grew rapidly and
the output of natural gas in the first half of the year represented a
period-on-period growth of 10.3%. Imports of natural gas grew rapidly
and the natural gas imported in the first half of the year represented a
period-on-period growth of 3.3%. The apparent consumption of
natural gas was 155,610 MMCM, representing a period-on-period
growth of 4%.

Due to the COVID-19 Pandemic and the measures to prevent and
control the epidemic caused greater impact to the production
resumption of downstream market, especially industrial users and
upstream enterprises adopted price reduction and promotion policy,
as a result, the natural gas market presented a regional oversupply
situation, forcing the Company to adopt phased production reduction
measures in the first half of the year. The gross sales volume of
Panzhuang concession was 424 MMCM (being 15 bcf) in 1H2020,
including 100 MMCM (being 3.6 bcf) from liquefied natural gas ("LNG”)
customers, 320 MMCM (being 11.3 bcf) from pipeline gas customers
and 4 MMCM (being 0.1 bcf) from compressed natural gas (“CNG")
customers. The NDRC issued a policy on 22 February 2020, requiring
city-gates for non-residential use to implement off-season pricing
policy in advance, as a result, the overall selling price of the natural gas
market declined by approximately 20%. As affected by the plunge in
international energy prices, domestic natural gas prices, especially
LNG prices, continued to be sluggish. In late May, the selling price of
natural gas further dropped. The realized ASP of Panzhuang
concession in TH2020 was RMB1.47 per cubic meter, representing a
period-on-period decrease of 18.33%. Sales utilization rate of
Panzhuang concession still maintained at a high level of 97% in the first
half of the year.

The gross sales volume of Mabi concession was 28.67 MMCM (being 1
bcf) in 1H2020, including 26.63 MMCM (being 0.9 bcf) from pipeline
gas customers, 2.04 MMCM (being 0.1 bcf) from CNG customers. The
realized ASP of Mabi concession in 1H2020 was RMB1.39 per cubic
meter, which was basically remained steady as compared to that of
1H2019. Sales utilization rate of pipeline gas of Mabi concession was
97%, and the production-to-sale rate of CNG was 64%.

2 new downstream customers were added in TH2020.
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B IEE nT.I-nHH &JJ *ﬁ'
FINANCIAL REVIEW B #% Bl E8
Six months ended 30 June
HZ6H30RHIXEA
2020 2019
2020 2019 F
RMB’000 RMB'000
AR¥T ARETIT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Revenue PN 483,668 597,651
— Panzhuang — &5 452,956 547,628
— Mabi — B 30,712 50,023
Subsidy income HEE A 99,970 99,361
— Panzhuang — & 93,900 89,160
— Mabi — B 6,070 10,201
VAT refund BEHRRHR 46,248 66,645
— Panzhuang — &N 43,409 61,588
— Mabi — BN 2,839 5,057
Other gains, net HRE — 38 1,561 82
Operating expenses BEEX (245,854) (318,050)
Depreciation and amortization e sy (127,174) (139,260)
Employee benefit expenses B TN (37,065) (64,408)
Materials, services and logistics R RIS &R (76,429) (107,378)
Others Hi (5,186) (7,004)
Panzhuang JEH (195,290) (245,259)
Depreciation and amortization e L (108,477) (118,205)
Employee benefit expenses BTRHAMMAEZ (28,177) (37,953)
Materials, services and logistics wE S RIS X R (54,655) (83,483)
Others Hi (3,981) (5,618)
Mabi B (41,536) (61,828)
Depreciation and amortization e L (16,304) (18,692)
Employee benefit expenses B TN (7,067) (22,442)
Materials, services and logistics wE S RIS X R (17,160) (19,387)
Others Hi (1,005) (1,307)
Headquarters F (9,028) (10,963)
Depreciation and amortization e L (2,393) (2,363)
Employee benefit expenses B TN (1,821) (4,013)
Materials, services and logistics wE S RIS &R (4,614) (4,508)
Others HAp (200) 79
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B IEE nT.I-nHH &JJ *ﬁ'
FINANCIAL REVIEW (Continued) Bt ¥ EEE (&)
Six months ended 30 June
HZE6H30BLAEA
2020 2019
2020 £ 2019 4F
RMB’000 RMB'000
ARET AREFIT
(Unaudited) (Unaudited)
(REBERZ) (REEEZ)
EBITDA EBITDA 512,767 584,949
— Panzhuang — & 503,698 571,428
— Mabi — B 14,903 21,848
Profit from operations Feg—FsIpe 385,593 445,689
Finance income B AU ES 18,834 16,479
Finance costs B % E B (2,396) (1,830)
Exchange gains B 5 W s 9,740 1,380
Finance income, net BN — BEE 26,178 16,029
Profit before income tax BRFT S8 A1 R 411,771 461,718
Income tax expense Frisii& A (99,721) (123,141)
Profit for the period HA 9 R 312,050 338,577
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B IEE nT.I-nHH )& *ﬁ'
FINANCIAL REVIEW (Continued) F % BB ()
Gross production volume, gross sales volume, net sales volume, #ES - #£iHs  Fiie  FHERHEEEK
realized ASP and revenue are set out below: AMPAHESAT -
Six months ended 30 June
BZE6H30RLLAEA
2020 2019
2020 F 20194
Gross production volume (bcf)’ BEZ(THEMLHRR) 16.51 16.01
Panzhuang T 15.43 14.68
Mabi 5w 1.08 1.33
Gross production volume (MMCM)! BMEZ(ABMLHK) 467.53 453.27
Panzhuang T 436.98 415.65
Mabi 5w 30.55 37.62
Gross sales volume (bcf)’ miEE (TR ARR)? 15.98 15.60
Panzhuang T 14.97 14.32
Mabi 5w 1.01 1.28
Gross sales volume (MMCM)? BIHE (BEMTTK)? 452.58 441.75
Panzhuang T 423.91 405.58
Mabi 5w 28.67 36.17
Net sales volume (bcf)* FHE (TR FER)? 11.37 11.24
Panzhuang T 10.73 10.23
Mabi 5w 0.64 1.01
Net sales volume (MMCM)? FHE (BB TK)® 322.07 318.17
Panzhuang T 304.00 289.75
Mabi 5w 18.07 28.42
Realized ASP (RMB per cubic meter)* FHEREEER(ARET, M HK)
Panzhuang T 1.47 1.80
Mabi 5w 1.39 1.40
Revenue (RMB’000) WA (N RETTT) 483,668 597,651
Panzhuang I 452,956 547,628
Mabi 5w 30,712 50,023
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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, thus reflecting
the realized wellhead price.

Six Months Ended 30 June 2020 Compared to Six Months
Ended 30 June 2019

Revenue. Our revenue decreased by RMB114 million, or 19.07%, from
RMB598 million for the six months ended 30 June 2019 to RMB484
million for the six months ended 30 June 2020. The decrease was
mainly attributable to the decrease in realized ASP for Panzhuang
concession from RMB1.80/cubic meter in TH2019 to RMB1.47/cubic
meter in TH2020.

Subsidy income. We had subsidy income of RMB99.36 million and
RMB99.97 million for the six months ended 30 June 2019 and 2020,
respectively. For the six months ended 30 June 2020, our subsidy
income increased by RMB0.61 million, or 0.61%, mainly due to the
increased net sales volume from Panzhuang concession.

VAT refund. Our VAT refund for the six months ended 30 June 2019
and 2020 were RMB66.65 million and RMB46.25 million, respectively.
For the six months ended 30 June 2020, our VAT refund decreased by
RMB20.4 million, or 30.61%, mainly due to the decrease in realized ASP
in Panzhuang concession.

Other gains, net. Our other gains increased by RMB1.479 million from
RMB82,000 for the six months ended 30 June 2019 to RMB1.561 million
for the six months ended 30 June 2020 due to the overhead for income
of other businesses.
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2020 Compared to Six Months
Ended 30 June 2019 (Continued)

Operating expenses. Our operating expenses decreased by RMB72.2
million, or 22.70%, from RMB318 million for the six months ended 30
June 2019 to RMB246 million for the six months ended 30 June 2020
primarily due to the adoption of strict cost-control measures,
optimization of organizational structure and position settings and a
decrease in termination benefits for staff.

J Depreciation and amortization. Our depreciation and
amortization decreased by RMB12.09 million, or 8.68%, from
RMB139 million for the six months ended 30 June 2019 to
RMB127 million for the six months ended 30 June 2020, mainly
due to the decrease in future investment.

o Employee benefit expenses. Our employee benefit expenses
decreased by RMB27.34 million, or 42.45%, from RMB64.41
million for the six months ended 30 June 2019 to RMB37.07
million for the six months ended 30 June 2020, mainly due to the
optimization of organizational structure and position settings and
a decrease in termination benefits for staff.

o Materials, services and logistics. Our materials, services and
logistics expenses decreased by RMB30.95 million, or 28.82%,
from RMB107 million for the six months ended 30 June 2019 to
RMB76.43 million for the six months ended 30 June 2020, mainly
due to the adoption of strict cost-control measures and the
decrease in pipeline transportation costs and coordination
services costs.

o Others. Our other expenses were RMB7 million and RMB5.19
million for the six months ended 30 June 2019 and 2020,
respectively, the decrease was mainly due to the savings in office
rentals and daily administrative and management expenses.
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2020 Compared to Six Months
Ended 30 June 2019 (Continued)

EBITDA. Our EBITDA decreased by RMB72.18 million, or 12.34%, from
RMB585 million for the six months ended 30 June 2019 to RMB513
million for the six months ended 30 June 2020. The decrease was
mainly due to the decrease in realized ASP in Panzhuang concession,
as well as the decrease in VAT refund, the decrease in employee
benefit expenses due to the optimization of organizational structure
and position settings, and the decrease in materials, services and
logistics expenses due to the adoption of strict cost-control measures.
In conclusion, lower realized ASP has led to a decrease in EBITDA,
which could even be smaller than the decrease in income. The EBITDA
of Panzhung concession decreased by RMB67.73 million, or 11.85%,
from RMB571 million for the six months ended 30 June 2019 to
RMB504 million for the six months ended 30 June 2020. The decrease
in EBITDA of Panzhuang concession was mainly due to the decrease in
realized ASP and VAT refund, but was partially offset by the adoption
of strict cost-control measures and the decrease in pipeline
transportation costs and coordination services costs. The EBITDA of
Mabi concession decreased by RMB6.95 million, or 31.79%, from
RMB21.85 million for the six months ended 30 June 2019 to RMB14.9
million for the six months ended 30 June 2020. The decrease in EBITDA
of Mabi concession was due to the decrease in production and realized
ASP.

Profit from operations. As a result of the foregoing, our profit from
operations decreased by RMB60.1 million, or 13.48%, from RMB446
million for the six months ended 30 June 2019 to RMB386 million for
the six months ended 30 June 2020.

Finance income. Our finance income increased by RMB2.35 million, or
14.29%, from RMB16.48 million for the six months ended 30 June 2019
to RMB18.83 million for the six months ended 30 June 2020, primarily
due to the increase in terms and interest rates of term deposits.
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FINANCIAL REVIEW (Continued)

Six Months Ended 30 June 2020 Compared to Six Months
Ended 30 June 2019 (Continued)

Finance costs. Our finance costs increased by RMBO0.57 million, or
30.93%, from RMB1.83 million for the six months ended 30 June 2019
to RMB2.4 million for the six months ended 30 June 2020, mainly due
to the increase in interests on lease liabilities.

Exchange gains. Our foreign exchange gains increased from RMB1.38
million for the six months ended 30 June 2019 to RMB9.74 million for
the six months ended 30 June 2020, 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 decreased by
RMB49.95 million, or 10.82%, from RMB462 million for the six months
ended 30 June 2019 to RMB412 million for the six months ended 30
June 2020, primarily due to the factors affecting EBITDA stated above
and the increase in finance costs, but partially offset by the decrease in
depreciation and amortization expenses and the increase in finance
income and exchange gains.

Income tax expense. Our income tax expense decreased by RMB23.42
million, or 19.02%, from RMB123 million for the six months ended 30
June 2019 to RMB99.72 million for the six months ended 30 June 2020,
mainly due to the decrease in profit before income tax of Panzhuang
concession for the six months ended 30 June 2020. Income tax
expense was related to the operation of Panzhuang concession. Mabi
concession had no income tax expense given it had no taxable profit.

Profit for the period. Our profit for the period decreased by RMB26.53
million, or 7.83%, from RMB339 million for the six months ended 30
June 2019 to RMB312 million for the six months ended 30 June 2020,
mainly due to the factors affecting profit before income tax stated
above, but partially offset by the decrease 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 initial public
offering ("IPO").

As at 30 June 2020, we had cash and bank balances of RMB1.852 billion
(31 December 2019: RMB2.184 billion).

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 2020.

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

RBEEREFER
FEENYBEESRERAREREEY
BMOBERASERES - RANWEEESE
SRR EBFE LR SR ERAH
LW (PO HEES -

g

%

R2020F 6 A30R8 » HMWMIE & LIEITHE %
BAREI1852E T (2019F 128318 : AR
#21.84187T) °

PR sl AN A B A fth B0 ) P R BB 2 B R
SN 2020 6 A30H - A= E I &AL ] K
EBEZE BH BFHHMERER(BEE
THRAIEET) RITBEX B EAHEE
s HMEEEE - BT SHEERESR M
BRIEMEBEBANAEE -

REeERE
TRIFINZARBRABRMANRERE

Six months ended 30 June

BZE6H30HLEAKEAR
2020 2019
2020 F 20194
RMB’000 RMB’000
AR¥T T ARETTT
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Net cash generated from operating activities A& /EFFT1FIR € FRE 244,602 356,143
Net cash used in investing activities KEEEMAR S 558 (406,198) (98,219)
Net cash used in financing activities REEBTRIR S F5 (364,413) (254,452)
Net (decrease)/increase in cash and Re& MRESSEWORD), ML INFE
cash equivalents (526,009) 3,472
Cash and cash equivalents at beginning of BUNEE IR EEY
the period 2,083,931 1,656,523
Exchange gains on cash and cash equivalents 8% &I ¢ S EWiE & W 11,752 3,593
Cash and cash equivalents at end of the period HiRENIE S RIS ZEY 1,569,674 1,663,588
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LIQUIDITY AND CAPITAL RESOURCES (Continued)
Operating Activities

Net cash generated from operating activities was RMB245 million for
the six months ended 30 June 2020, mainly due to profit before income
tax of RMB412 million and depreciation and amortization of RMB127
million. Such items were offset by the increase in accounts receivable
and other receivables of RMB188 million, income tax paid of RMB72.76
million, the decrease in accounts payable and other payables of
RMB12.63 million and finance income of RMB10.5 million.

Investing Activities

Net cash used in investing activities was RMB406 million for the six
months ended 30 June 2020, mainly composed of purchases of
property, plant and equipment of RMB185 million, the increase in term
deposits with term over three months of RMB180 million and the
purchase of financial assets of RMB49.53 million, offset by interest
received of RMB7.78 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 RMB364 million for the six
months ended 30 June 2020, which was mainly used to pay dividend of
RMB359 million for the year ended 31 December 2019.

Cash and Bank Balances

We had cash and bank balances of RMB1.852 billion and RMB2.184
billion as at 30 June 2020 and 31 December 2019, respectively. Cash
and bank balances consist of cash on hand, cash at banks, restricted
bank deposits and term deposits with term over three months. The
decrease in cash was mainly due to delay in the collection of
receivables. As at 30 June 2020 and 31 December 2019, approximately
27.60% and 39.52% of our cash and bank balances were held in HK
dollar or US dollar.
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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 finance 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, finance income, finance costs and depreciation and
amortization.

EBITDA K & Z EBITDA

T P9 B2 1 2B 9 EBITDA K 4% 5 28 EBITDA £2 F
HREER - ZABAREE B SRS ELF
ERZEINMNGEENALRMEKIE-
EBITDAEKR I Bz - B EA - BRIk
SIBK - TSR ITE R # AR ES o & F
HEBITDAJEEBITDAHAE =N BIEI IR ¢ H
¥ FEEEMIEE IEEEMRBERASX - LA
REEZOFEEH EBITDA o

B 5 AEBITDA K &£ ZEBITDA © 2 H
REMRBAEEMRARITESANSTE -
HAMIRBEBITDA KA EEBITDAHEEE -
WEE  WHEIIE - RITREEMATBE
BRMBEE - LAFHRMBERNEANEMD
BIMEERE BEeRERERNEHREURR
PIREREREE S o AT - EBITDA &AL 2
EBITDA T 1] # 337 18 3 7 48 & F)E ol (2 {7 &
HERIFFTE - DA REBEEEEFN B ERE
HRIFBAENENRIER - B ARMLEERE
sl 25 8L T HYIE1Z © EBITDA MASHIE EBITDA
REEHFTBH - EH Wasskigk « BB HRE -
B 758 A I R SR AR R o
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EBITDA AND ADJUSTED EBITDA (Continued) EBITDA K & EBITDA (4)
The following table sets forth a reconciliation of EBITDA and adjusted T~ 7% & 5I| H1 5 EBITDA % £ 34 £ EBITDA Ed Fi|
EBITDA to profit for the period. THH AR
Six months ended 30 June
BZ6HA30HIEA@EA
2020 2019
2020 F 20194
RMB’'000 RMB'000
AR®T T ARBTT
(Unaudited) (Unaudited)
(REFEX) (REEZ)
Reconciliation of profit for the period FA FI B EE EBITDA H ¥ BR -
to EBITDA:
Profit for the period HAFE 312,050 338,577
Income tax expense FrisHi& A 99,721 123,141
Finance income B e (18,834) (16,479)
Finance costs PiEEBH 2,396 1,830
Exchange gains BEE 3¢ W (9,740) (1,380)
Depreciation and amortization HrE N E#E 127,174 139,260
EBITDA EBITDA 512,767 584,949
Termination benefits for staff BT mE = 19,901
Adjusted EBITDA KA EBITDA 512,767 604,850
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EBITDA AND ADJUSTED EBITDA (Continued)

Our EBITDA decreased by RMB72.18 million, or 12.34%, from RMB585
million for the six months ended 30 June 2019 to RMB513 million for
the six months ended 30 June 2020. Such decrease was mainly due to
the decrease in realized ASP in Panzhuang concession, as well as the
decrease in VAT refund, the decrease in employee benefit expenses
due to the optimization of organizational structure and position
settings, and the decrease in materials, services and logistics expenses
due to the adoption of strict cost-control measures. In conclusion,
lower realized ASP has led to a decrease in EBITDA, which could even
be smaller than the decrease in income. The EBITDA of Panzhuang
concession decreased by RMB67.73 million, or 11.85%, from RMB571
million for the six months ended 30 June 2019 to RMB504 million for
the six months ended 30 June 2020. The decrease in EBITDA of
Panzhuang concession was mainly due to the decrease in realized ASP
and VAT refund, but was partially offset by the adoption of strict cost-
control measures and the decrease in pipeline transportation costs and
coordination services costs. The EBITDA of Mabi concession decreased
by RMB6.95 million, or 31.79%, from RMB21.85 million for the six
months ended 30 June 2019 to RMB14.9 million for the six months
ended 30 June 2020. The decrease in EBITDA of Mabi concession was
due to the decrease in production and realized ASP.

Our adjusted EBITDA decreased by RMB92.08 million, or 15.22%, from
RMB&05 million in TH2019 to RMB513 million in 1H2020. Such decrease
was due to the aforementioned reasons for the decrease in EBITDA.

EBITDA K & EBITDA (4)

H IR EBITDABE Z 201956 A 30 8 1E /<&
AMARBSSEILEL T ARKE7 2188 T
S 12.34% 2 £ 2020F 6 A30H IE/<1E A K
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BB B ER AR &9 K AN 15 I 5 B B B
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BiEENREARBDERE - FHERD
EBITDAHEZE 201946 A30H LA A KA
RESTIEILR D T AR KSL773E T =k
11.85% 2 & 2= 2020F 6 A30 H I/~ E A KA
REE504E7TL - HHEWEAEBITDAR D X E
EHRRFHERHEEERER D RIZERRBMN
A MEEE D 1 B R B R B AR HIE 5 - [
HEGBEMNBARBERDAEKE SH@HR
A EBITDARE = 201946 A30H LN E A K
AR®21858B LR 2 7T AR 6958 T 3k
31.79% 2 H = 2020 6 A30H IE7< B AR A
R#&1,4908 7T - F & BEA) EBITDAR A EH
REEMFHERBEEERRD -
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FINANCIAL RISK FACTORS B 7% L B i B

(a) Financial risk factors (a) HIEEBEZE
The Group's operating activities expose it to a variety of financial AEEMKLEEMRSEM KRR
risks: credit risk, market risk (including foreign exchange risk), ZAEK - mi5ERE (BIEINERR)
liquidity risk and concentration risk. BN R N SR B o
The condensed consolidated interim financial information does BERA R BB E R KRB IEFEN
not include all financial risk management information and BHRERTBEN DI SRR E IR E R
disclosures required in the annual financial statements, and KR FEEAEEEHE2019%12
should be read in conjunction with the Group's annual financial A3 HNFEEIERER — G508 -

statements as of 31 December 2019.

There have been no changes in the risk management policies [RB B IR PR B F AR AR £ &) o
since year end.

(b) Liquidity risk (b) RENEREFR
Compared to 31 December 2019, there were no material changes 201912 A3 B ML €fBEHN
in the contractual undiscounted cash out flows for financial AR H W ESE K EE) -
liabilities.

ACQUISITION AND DISPOSAL OF SUBSIDIARIES WK HEK B A T
The Group had no material acquisition or disposal of subsidiaries or & ZE 20205 6 A30 8 1L/~ 18 A » AN &£ B3 &k

associated companies during the six months ended 30 June 2020. Wgsk B ENB AR S HE An 2 ERNEE -
SIGNIFICANT INVESTMENT HELD BEEARE

The Group did not hold any significant investment during the six A% B # &= 202096 A 308 (£ /5@ A A7 £
months ended 30 June 2020. BHETAEAKRE -

IMPORTANT EVENTS AFTER THE END OF THE B E2020F6 A30A L AEAE
SIX MONTHS ENDED 30 JUNE 2020 REERSH

Save as disclosed otherwise in this report, there are no important BARBEHMITHAIREZERN - REE
events occurred after the end of the six months ended 30 June 2020 202046 A30H (F <A A &5 1E A RE T A
and up to the date of this report. HREBSRILE  MEBEEARERNEN -
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EMPLOYEES
As at 30 June 2020, the Group had 481 employees, with 7 based in

Beijing (including 5 employment of the disabled), 473 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 training 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.

OUTLOOK FOR THE SECOND HALF OF 2020
("2H2020")

As mentioned above, in TH2020, due to the COVID-19 Pandemic, the
collective decline in international energy prices, the NDRC's policy to
implement off-season pricing in advance, and the overall pattern of
oversupply of natural gas, both the global and China’s economies were
exposed to the risk of economic downturn, which brought massive
challenges to the development of oil and gas exploitation industry and
the investment of oil and gas companies. Such challenges could be
seen from the phased production reduction and the plunge in selling
price in TH2020.

In face of the above risks and challenges, AAG Energy addressed and
mitigated the complex environment and immense pressure of the
market through production stimulation, sales stimulation and efficiency
stimulation. Although the Company'’s revenue declined significantly as
compared with the corresponding period due to the plunge in selling
price in the first half of the year, the decline in net profit was controlled
within a small range through continuous and strong cost control
measures. We believe that, in 2H2020, under effective cost
management, the Group will take sales stimulation as its primary task,
and formulate a targeted and highly operable sales stimulation plan.
Furthermore, the Group will utilize diversified sales channels to
increase market sales, and use sales volume to make up price
differences and production reduction. The Group will continue to fully
coordinate with its partners to jointly improve their ability to address
market changes, which will lay a solid foundation for the Group to
maintain continuous growth of production and net profit, as well as to
expand its medium and long-term resource holdings.
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OUTLOOK FOR THE SECOND HALF OF 2020
("2H2020") (Continued)

On 12 June 2020, the Ministry of Finance of the PRC promulgated the
Interim Measures for the Administration of Special Funds for the
Development of Clean Energy (BREERFERFIEE @ ERETIVE)),
pursuant to which compensation will be granted for exploration and
utilization of unconventional natural gas, such as CBM (coal mine gas),
shale gas and tight gas through the use of special funds, which will be
available from 2020 to 2024. 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”. As
compared with the Supplementary Notice on the Interim
Administrative Measures for Special Funds for the Development of
Renewable Energy KR <A BARRERFZEEEEETINA>
KB FEiBAN)) promulgated by the Ministry of Finance on 11 June 2019,
the extended one year of compensation as confirmed will have a
positive impact to the Group.

The People’s Government of Shanxi Province issued the “Three-Year
Action Plan for Increasing Reserves and Production of Coal-Formed
Gas in Shanxi Province (2020-2022)" ({ 1L PE & KK RIG # FE=F
7TE)ET &) (2020-2022 F ) ) on 27 February 2020, requiring the province'’s
CBM production to reach 20 billion cubic meters in 2022. The key tasks
clearly demonstrated that the government will promote the
development of concessions jointly explored with the foreign parties,
and focus on ensuring the stable increase in production of developed
concessions, such as Panzhuang.

On 23 June 2020, the NDRC and the Ministry of Commerce issued the
Special Administrative Measures (Negative List) for the Access of
Foreign Investment (2020) (/MR & /& ARSI B IEEE(BEEE)
(2020F h ) )) and the Special Administrative Measures (Negative List)
for Foreign Investment Access to Pilot Free Trade Zones (2020) ({ &
BHAREIINBREEATHEEHEE(BEFE) (2020%R))), which
further limited the negative list for the access of foreign investment.
The promulgation of such list and supporting measures will further
provide political support for the Group's development in the PRC.
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OUTLOOK FOR THE SECOND HALF OF 2020
("2H2020") (Continued)

For 2H2020, we are pleased to report the following updated objectives:

Panzhuang concession

In 2H2020, Panzhuang concession will continue to promote the drilling
work of the remaining 44 wells, the purchase of pumping equipment,
the production of new wells and the construction of related ancillary
surface facilities as scheduled. The completed wells in 2H2020 will
begin to contribute to the production in 2021.

Mabi concession

In 2H2020, Mabi concession will continue to promote the drilling work
of the remaining 45 wells, the production of new wells, the construction
of related ancillary surface facilities and the fracturing work of 63 wells
in accordance with the adjusted annual work plan. Mabi concession will
facilitate the completion of drilling work, fracturing and production for
the year with high-quality investment management and control. In
order to materialize the simultaneous sales of newly added production
volume of Mabi concession, the construction of valve group stations
and export pipelines in the region will be completed in the second half
of the year. New wells drilled and fractured in 2020 will contribute to
the production in 2021.

According to the above development plan of Panzhuang concession
and Mabi concession, the Group's capital expenditure budget for 2020
will be adjusted from the originally planned approximately RMB702
million to approximately RMB714 million, including approximately
RMB364 million and approximately RMB350 million for the expenditure
of Panzhuang concession and Mabi concession respectively. AAG
Energy completed a net capital expenditure of RMB202 million in
1H2020. In 2H2020, 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 concession and the
advancement of development technologies in Mabi concession.
Besides, AAG Energy will seek 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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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 2020. 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 2020.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2020.

COMPOSITION OF THE BOARD AND BOARD
COMMITTEES

For the six months ended 30 June 2020 and as of the date of disclosure
of this interim report, Mr. Huang Min was appointed as a non-executive
Director and a member of the audit committee (the “ Audit Committee”)
of the Company on 27 March 2020 and 27 August 2020, respectively,
which took effect on the date of appointment. Ms. Gu Ren resigned as a
non-executive Director of the Company on 27 August 2020. At the same
time, Ms. Gu Ren resigned as a member of the Audit Committee, which
took effect on the same day.

Save as disclosed above, there were no changes in the composition of
the Board, the Audit Committee, the Remuneration Committee, the
Nomination Committee and the Strategic Development Committee of
the Company for the six months ended 30 June 2020 and as of the
date of this interim report.
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CHANGES TO DIRECTORS’ INFORMATION

Mr. Tai Kwok Leung Alexander, an independent non-executive
Director, appointed as an independent director of Qingdao Youwu
Smart Home Technology Co., Ltd* (BB B EZERERBERMNBRA
A]) with effect from 29 June 2020 and ceased to be an independent
non-executive director of Luk Fook Holdings (International) Limited (a
company listed on the Main Board of the Hong Kong Stock Exchange,
stock code: 590) on 20 August 2020.

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 2020 and as of the date
of disclosure of this interim report pursuant to Rule 13.51B(1) of the
Listing Rules.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL
STATEMENTS

As of 30 June 2020, the Audit Committee 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.

Ms. Gu Ren has resigned as a non-executive Director and a member of
the Audit Committee with effect from 27 August 2020. Mr. Huang Min
has been appointed as a member of the Audit Committee with effect
on the same day.

As of the date of disclosure of this interim report, the Audit Committee
comprises two independent non-executive Directors and a non-
executive Director, namely Mr. Tai Kowk Leung Alexander (Chairman),
Dr. Liu Xiaofeng and Mr. Huang Min.

The Audit Committee has reviewed the unaudited condensed
consolidated interim financial information of the Group for the six
months ended 30 June 2020.

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 2020.

*  For identification purposes only

EEERNEE

W IENITE TR R L E R 202056 A29
AEAEEERERREREBRMDAERARZ
BUEE RR2020F8 H20B N HBEMT R
BEE(BEB)BRAR(—MREBBIATE
R ETRRE - BRORSE : 590) 2 BILIEHTT
EEo

BREIEESRESZESHEK] R EXXHAm
WL EEEREZE2020F6A30H 1E
NE R KA BR SRS B B B B AR
B EHRBIE13.51B(1) 6T AR ©

EREEEREHNMBRRER

HZE2020F6 A30H XL E@HMBE L
FRTESL —RIFATESEK - NEER
FEE(ER)  FREBL MEZLL -

FEIRTERIIRATEERERZE K
8 B2020F8H27BRAEN - EH L EE
ZEABZLESKE RRIBAEMK -

BEATHMBERERD  BERZESHMEE
VIFRTEZER - BIFRTEFANR  NEE
REE(ERF)  BlREBLREGEL -

EZLZECEEMAEBEEE2020F6 A30
Bl NEAMKREEXERAE FREBHEHE
e

ARBNINBZBENERBEEFBRMERNE
241058 [ BB B BN THHMBE
FEE | BHARENREERZEASHHH
PTG ER -

BE LEFNE@AQT LTRSS

HE2020F6 A30H IENEA » KRRk E
MEARMEEE « HEkER AR TM L

xS

DEREREBRERDT / —E_ZFRHRE 33




Corporate Governance and Other Information

TREAREMER

USE OF PROCEEDS FROM THE LISTING EHRBRERFEZAR

The shares of the Company were listed on the Main Board of the Stock 7K /A T & 19 72 2015 4F 6 A 23 B 1£ Bt 22 B = 1
Exchange on 23 June 2015 with net proceeds from the IPO of 7 KB EHMERHEMERZE @ IPOMT
approximately RMB1.5069 billion, after deduction of the underwriting 18 IBFEEL) B AR 15.069 (87T » D AI#HE
commission and other expenses. The Company intends to apply the IBIERATIR2015FE6 A1 B IR E
proceeds from the Listing in accordance with the proposed ([HBRER)]) [KRKT2INMAEFERSE —
applications as set out in the section headed “Future Plans and Use of P8 IEA% | —SMENEZREH A M
Proceeds — Use of Proceeds” in the prospectus of the Company  FT{SFUE °

dated 11 June 2015 (the “Prospectus”).

As at 30 June 2020, the following table sets out the breakdown of the #2020 6 A30H ' IPOFIERIBFEN R L

use of proceeds from the IPO: KEINTRYR -
Amount
used during
the six months
Percentage of = Net proceeds ended 30 June Remaining
Use of net proceeds net proceeds allocated 2020 amount
BZE2020F
6H30H
IEFRERE SEHRERER ERMEA
FRERAFREAR FEEO R BRAEHE Fere
(RMB million) (RMB million) (RMB million)
(B&T) (B&T) (B&T)
For the exploration and development of 60% 904.1 87.0 38.1
CBM in Panzhuang and Mabi concessions
RAREEEN T BRBHIRRFAERER
For the expansion of operations by 35% 527.4 1.0 209.2
acquiring interests in other CBM or
other unconventional gas concessions
or participating in cooperation or
joint venture projects
Yo E A B RS L IE B R R A RIE S
RN B2 EAENAEEE - FEU
MEREMNES
For working capital and general 5% 754 4.2 17.4
corporate purposes
REEEE S N —REERAE
Total 100% 1,506.9 92.2 264.7

et
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Depending on the progress of the exploration and development of
CBM in Panzhuang and Mabi concessions and the identification of
possible acquisition targets or opportunities to participate in
cooperation or joint venture projects, the Company will disclose the
information in its annual reports and interim reports and in accordance
with the relevant Listing Rules on the Stock Exchange.

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

As at 30 June 2020, 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
"SFQ")) 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

REERMNE U EBNEERYIRMAEEE R
EERREM B ERR 2 EAFRALERAK
SNER - ARIBERFE RS M HREM
RIBEE S PAAERE LR RIRE(EE

EERFETHRAERARFAR
12 HEROEESES 2ERZR

R2020F6 A30H » ARBIEEHEETH
ABRAREI K EMRE AR (T&ERESH K
EEp([EHREEHRM ) EXVED) HRG
BRI G RESFPHEEIRBEES RS KRE
XVEBEE 7 M 82 n /B MG AR 7] M B A2 P a4
=IAR (BIEFESREZESF LAEEOMNZ
LR EEIRBEENERIAE)

BIEEH KBS 5058 352 1§ B E B R aZ &
Ptz s e sk B - SR IBIZESTRIZA
HEARNF) MR FTNER A WT

follows:
Approximate
Number of  Percentage of
Company/name shares held shareholding
Name Position of associated corporation Capacity (Note 1) (Note 2)
FERGBE BRENEIL
HE B ARE/HBEEER 54 (GEXY (KHaE2)
Ming Zaiyuan (Note 3)  Chairman and Executive ~ Company Interest in a controlled 1,752,871,886 (L) 51.65% (L)
Director corporate
ESAGIER)) IRERMTES /NS XprEES
Interest of spouse 2,024,000 (L) 0.060% (L)
[y 5
Cui Guiyong Non-executive Director ~ Company Beneficial owner 106,360 (L) 0.003% (L)
ERE FHTES NG| BREAA
Huang Min Non-executive Director  Xinjiang Xintai Natural Beneficial owner 4,288,830 (L) 1.37% (L)
Gas Co., Ltd.
i FRTESR HBERRRERHD EREAA
BRAA
Interest of spouse 82,733 (L) 0.026% (L)

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

Notes:
1. The letter “L" denotes long position in such shares.

2. Percentage of shareholding as of 30 June 2020. As at 30 June 2020, the total
number of issued shares was 3,393,582,395.

3. Liming Holding Limited beneficially owned interests in 1,752,871,886 shares of the
Company (the “Shares”). Liming Holding Limited was entirely controlled by Sichuan
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
1,752,871,886 shares through his holding of 112,209,124 shares in XTRQ,
representing 35.78% of the total issued share capital of XTRQ. In addition, for the
purpose of the SFO, Mr. Ming is deemed to be interested in 2,024,000 Shares
beneficially owned by his spouse.

Save as disclosed above, as at 30 June 2020, 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.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND FERFENAAQTKRY - HHEKRS
SHORT POSITIONS IN SHARES, UNDERLYING RESHERE2BHERAR
SHARES AND DEBENTURES OF THE COMPANY

As at 30 June 2020, the following persons or entities (other than the 20206 A30H » T A+ EEE (AR 7]
Directors or the chief executives of the Company) have interests or  ZBEESH F ETHAERIN) RERQATRMD - 48
short positions in the Shares or underlying shares or debentures as RN LEETHEEES TR AATIRIEES L
recorded in the register required to be kept by the Company under  HiE{&HIZE 336 15 FE 2 R E R MAEZR

section 336 of the SFO: MK
Approximate
Number of percentage of
shares held  shareholding
Name of shareholders Capacity (Note 1) (Note 2)
FiEROEHE EREAESE
REEE 54 (BffEE1) (P &E 2)
Liming Holding Limited (Note3) Beneficial owner 1,752,871,886 (L) 51.65% (L)
BEEFIRIZERER AR (H5E3) EmHEA A
Sichuan Liming Energy Development Co., Ltd. Interest in a controlled corporate  1,752,871,886 (L) 51.65% (L)
(Note 3)
P FIBAsE IRFA B B RE A A (FIEE3) Ry EEER
Xinjiang Xintai Natural Gas Co., Ltd. (Note 3) Interest in a controlled corporate  1,752,871,886 (L) 51.65% (L)
NEERAARRNABR AT (MFE3) LB S
Wisdom Treasure Holdings Inc. (Note 4) Beneficial owner 601,628,379 (L) 17.73% (L)
Wisdom Treasure Holdings Inc. (5 4) EnlEEA
Weng Ming (Note 4) Interest in a controlled corporate 601,628,379 (L) 17.73% (L)
BIE (HE4) LB S
Beneficial owner 3,361,000 (L) 0.10% (L)
EnEEA
Shenzhen Tongyu Energy Investment Co., Ltd. Beneficial owner 180,833,000 (L) 5.33% (L)
(Note 5)
AYBRERIREBR AR (MiFE5) EnEAA
Avic Trust Co., Ltd. (Note 5) Interest in a controlled corporate 180,833,000 (L) 5.33% (L)
FRERERR AR A (K1FES) Ry EEER
Avic Investment Co., Ltd. (Note 5) Interest in a controlled corporate 180,833,000 (L) 5.33% (L)
PR EER AR AR (M1FE5) LB S
Avic Capital Co., Ltd. (Note 5) Interest in a controlled corporate 180,833,000 (L) 5.33% (L)
RAE AR D BBR AR (FES) Ry EEER
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY

(Continued)
Notes:
1. The letter “L" denotes long position of the persons or entities in such shares.

2. Percentage of shareholding as of 30 June 2020. As at 30 June 2020, the total
number of issued shares was 3,393,582,395.

3. Liming Holding Limited beneficially owned interests in 1,752,871,886 Shares (long
position). Liming Holding Limited was entirely controlled by Sichuan Liming Energy
Development Co., Ltd., which in turn was entirely controlled by Xinjiang Xintai
Natural Gas Co., Ltd..

4. Wisdom Treasure Holdings Inc. beneficially owned interests in 601,628,379 shares
(long position). Wisdom Treasure Holdings Inc. was entirely controlled by Mr. Weng
Ming, who beneficially owned interests in 3,361,000 shares (long position).

5. Shenzhen Tong Yu Energy Investment Co., Ltd. beneficially owned 180,833,000
Shares (long position). Shenzhen Tong Yu Energy Investment Co., Ltd. was entirely
controlled by China AVIC Trust Co.,Ltd.; Avic Trust Co., Ltd. was 82.73% controlled
by AVIC Investment Holding Co., Ltd.; AVIC Investment Holding Co., Ltd. was
73.56% controlled by Avic Capital Co., Ltd..

Save as disclosed above, as at 30 June 2020, the Directors and the
chief executives of the Company are not aware of any other person
(other than the Directors or chief executives of the Company) who had
interests or short position in the shares or underlying shares of the
Company or any associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO.

PRE-IPO SHARE OPTION SCHEME

The Company 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.
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PRE-IPO SHARE OPTION SCHEME (Continued)
Outstanding Share Options as at the end of the Reporting
Period

For the six months ended 30 June 2020, three share options had been
cancelled and no share options had lapsed or been exercised. During
the period, there was no change in the share options of the Directors,
the chief executives or substantial shareholders of the Company or
their respective associates. As at 30 June 2020, there were a total of
1,734,337 share options outstanding. The Directors, the chief
executives or substantial shareholders of the Company or their
respective associates didn’t hold any outstanding share options.

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 2020:

BRAHBEAERESTE W
R HA R BT SR AT R IR

HZE2020F 6 A30HIENER - B3 BEAE
FEEH - WRERBREABETE ERART
BT EoTHRABRFERREXKESHE
i AR AT T R AR 22 &) o 7020204 6 A 30
A #£B1,734337 M BERERKRITE - EF
KRARESE ZERTBABRFERRXHHE
EBEBEARTFEMRITHE 2 BIRE -

B EXPRIREEESN AR EH AR &
RIFE IR AFIRE BB 81 h e
H A FEAAE

HZE2020F6 A30H EANEAA  BXAFRE
SRR B TR B g -

Number of Total number ~ Approximate
Shares of Shares  percentage
represented represented  of issued
by options  Exercised Lapsed  Cancelled by options shares of the Vesting Exercise
Name of Share Option Exercise at1January  duringthe  duringthe  duringthe  at30June  Company Period Period
Grantees (Note 1) Date of Grant Price (US$) 2020 period period period 2020 (Note 4) (Note 2) (Note 3)
BRER BRER
220% 2020F ERAFEE
18185 6ANAR Rl ;
WRRAEAE  patmR Rafgh EKEAL BEE  AEM
(GEAD RHAH i@ (%x) A BmEfR  BRckN  BRoHEH # (Wika) (W2 (33)
Other employees 31 March 2015 US$0.151 1,734,440 - - 3 1734437 0051% pleasesee  please see
of the Company and 5 June 2015 note 2below  note 3 below
FARHES DSEIANAR OSIET BEATI REHETX
W556A5R 2 B3
Total
sy 1,734,440 - - 3 1734437 0.051% - -

Notes: Mz -

1. Prior to the listing, certain of the grantees have transferred their options to 1. REMR —LEREARACREBEEAAMES
companies wholly-owned by them, in accordance with the Pre-IPO Share Option RN EET A P2 EEA M)A B8 8 B REALHE -
Scheme.

2. Unvested options granted to the grantees pursuant to the Pre-IPO Share Option 2. RIBEE N AMBEREARETS - BFERERF
Scheme shall vest as follows: ANKEBERBIEATANES -

(a) 50% of the Options shall be time-based and shall vest at the rate of (i) one (a) 50% BB ARAE () B 201541 A1 B (R H#K

half (1/2) for each 12-month period commencing from 1 January 2015 if the
relevant date on which the employment relationship between the Company
(the “"Employment Date") is on or prior to 1 January 2014; or (ii) one third
(1/3) for each 12-month period commencing from the relevant Employment
Date if such date is after 1 January 2014; and

AEREERERENEBBSH(EEAED
A20145F1 A1 H sz /) BB EH & 1218 A B
RREREIE =S 22— (1/2) WL BIFE + %
(i) BB EE R 1% B HA (a0 R 5% B HATE 2014 48 1
A1Bz#) 81218 A BEREERE
=nz—(1R)MLLHIEE UKk
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PRE-IPO SHARE OPTION SCHEME (Continued)
Outstanding Share Options as at the end of the Reporting

Period (Continued)

BRARBERERETE
& A TR AR TR IR ()

Notes: (Continued) (&) -

2. (Continued) 2. (%)

(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:

M 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

(b) 50%aﬁﬁﬁﬁxf‘zvﬁ%ik%i‘mﬁ%ﬁﬁ((BME
EBEEEHNBREDTEADB=5H
Esav) /\_@F@%%F?MT(E%ETX)Z—
A - WARIRA T #EE B ()201561 A1
B (tAERAEE B B 201461 A1 Bk 2 A1)
BEREASBR=S2—(1/2) L HI5H
B k(i) AREEE B B (WiRRA B B i e
20144F1 A1 B2 &) BEH 81218 A BfEE=
22— (1/3) L BIR B

() WEREKAEEREARERAR
BRI XA R R 2 AR
B &

@  WAREEREKABBREEREFTER

Options shall vest if 80% of the Relevant KPI Target is met and an 1B 80% - RIBIGE X BB IRE 0RE
additional 2.5% of the KPI-linked Options shall vest for each 1% My — BB - MR EEE

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
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approved by the Board. The treatment for any unvested KPI-linked Options (InRBEEGKAR)  WHEE2EEESH
shall be determined by the Board or the Committee as delegated by the o EARERE R AR B AR
Board. WEE AHESFEEFERETNEES
RIE ©

3. Subject to any accelerated termination as set forth in the Pre-IPO Share Option 3. RAR B IR A 35 B BB AR AR AT B AT V(T AR AT AR
Scheme, each option shall expire on the date specified under the Pre-IPO Share IE - FOEREBRERARBESAIERETEE
Option, provided that in no event, shall the Exercise Period of an option exceed five THEES B EER - BER (A ERENTTERY

years from the date upon which the relevant option has vested. TMEHBHRBEREREBEE BRRAFUA -
4. Approximate percentage of issued Shares is calculated by dividing the options held 4. EARRBIEBRITROOANA DL REEERE
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Corporate Governance and Other Information

TREAREMER

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” in Appendix V to the
Prospectus.

On 8 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. The independent shareholders subsequently
approved to grant the RSUs to three connected grantees at the
extraordinary general meeting dated 22 January 2016. 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. The independent
shareholders subsequently approved to grant the RSUs to six
connected grantees at the extraordinary general meeting dated 9 May
2017. On 31 May 2017, an aggregate of 26,333,182 RSUs were accepted
by the relevant grantees.

At the 2019 Annual General Meeting (“"AGM"), a specific mandate was
granted to the Directors to exercise all the powers of the Company to
grant RSUs pursuant to the Post-IPO RSU Scheme in respect of the
underlying Shares not exceeding 2% (i.e. the Directors were authorized
to exercise the powers of the Company to grant the RSUs involving a
maximum number of 67,871,647 underlying Shares) of the Shares in
issue as at the date of the 2019 AGM during the period from the date
of approving the Mandate at the AGM up to the conclusion of the next
AGM.

Outstanding RSUs

As of the date of disclosure of this interim report, there were no
granting, vesting, lapse and cancellation of RSUs. As at 30 June 2020,
there were no outstanding RSUs.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed above and in this interim report, at no time
for the six months ended 30 June 2020 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.
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Report on Review of Interim Financial Information

FHMBERNEFRRE

_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 44 to 76, which comprises the condensed
consolidated interim balance sheet of AAG Energy Holdings Limited
(the “Company”) and its subsidiaries (together, the “Group”) as at 30
June 2020 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.

FHMBEENNERRE
BEXERERERATDEES
(REASHEZMA LA BFRLA])
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2020F6 H30AMMMA TR MEERBR
A REZEZA 78 A SRR R A 5 8ER
BlEE - BHAHTHRSEHRNEHS
HHBMRLRER  UREBSABREEMN
HitfiiE gz - BEMARZMARRARES
EARARE - SERA T M B E MRS
MR EBATE L ERRNERGEXAREE
GEEASRMNB ST ERIZE 345 [ H
MHHE]  ERREFARARET LSS
ERIE AR [P B wE | RELINBZE
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" 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

FHMBERNEFRRE

_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, 27 August 2020
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Condensed Consolidated Interim Balance Sheet

BHASHPHEERER

As at As at
30 June 31 December
2020 2019
2020 % 20194
6H30H 12H31H
Note RMB'000 RMB’000
ihg=s AR®T ARETF T
(Unaudited) (Audited)
(REFEX) (T Z)
ASSETS BE
Non-current assets IRBEE
Property, plant and equipment TEpE - TS 7 3,811,656 3,721,688
Right-of-use assets FHEEE 56,044 56,662
Intangible assets L EE 32,207 35,077
Restricted bank deposits ZREIRITIER 1M 49,895 49,895
Other non-current assets HihIEREBEE 14,107 13,770
3,963,909 3,877,092
Current assets REBEE
Inventories R 9,506 11,201
Other current assets Himeh&EeE 11,548 10,967
Trade and other receivables E U BE 38 K% B 4h fE U 3k 10 904,582 714,969
Term deposits with initial terms of VA EIRR BB = A A T AT =k
over three months 11 232,687 50,000
Financial assets at fair value through NAnEBEFTEEEE
profit or loss FFABZENEREE 50,000 -
Cash and cash equivalents ReRBSEEY 11 1,569,674 2,083,931
2,777,997 2,871,068
Total assets HWEE 6,741,906 6,748,160
EQUITY R
Equity attributable to owners BERAARMEENER
of the Company
Share capital R& AR 12 2,079 2,079
Share premium f& A% (B 3,869,806 4,231,210
Other reserves Hih s 13 320,993 311,084
Retained earnings B 1,611,319 1,299,269
Total equity HERE 5,804,197 5,843,642
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Condensed Consolidated Interim Balance Sheet

HASHPHEERER

As at As at
30 June 31 December
2020 2019
2020 £ 2019 4F
6H30H 12A31H8
Note RMB’000 RMB'000
M ARET AREFIT
(Unaudited) (Audited)
(REEEZR) (&&#EZ)
LIABILITIES =N
Non-current liabilities kRBERE
Asset retirement obligations BEBEER 14 18,833 18,361
Non-current lease liabilities EREHEEAE 8 46,453 43,395
Deferred income tax liabilities EEFEHRAE 15 422,979 379,804
488,265 441,560
Current liabilities REBAE
Trade and other payables JFEASFBR 3R e Eo4th FE 15 3R 16 410,006 404,190
Current lease liabilities TEHEAE 8 11,444 14,562
Current income tax liabilities EHIEHAaE 27,994 44,206
449,444 462,958
Total liabilities wmes 937,709 904,518
Total equity and liabilities HBEZREE 6,741,906 6,748,160

FOZTOENMERTABRE T HYBEE
FHavap s

The notes on pages 49 to 76 are an integral part of this condensed
consolidated interim financial information.

BAEHPHMEENHESERN 202058 A
27 BfLE - WARERKRRE -

The condensed consolidated interim financial information was
approved by the Board of Directors on 27 August 2020 and was signed
on its behalf.

Director Director
EE EE
Yan Danhua Zhang Jianbing
BAE RS
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Condensed Consolidated Interim Statement of Comprehensive Income

EHASHPHESRER

Six months ended 30 June

HZ6H30H8 X EAHE
2020 2019
2020 F 20194
Note RMB’000 RMB'000
M AR®ET T AREFIT
(Unaudited) (Unaudited)
(REERZ) (REEZ)
Revenue WA 17 483,668 597,651
Other income E g A 18 146,218 166,006
Other gains, net HAF11G — F 5 1,561 82
Operating expenses RERX
Depreciation and amortisation WrE LB (127,174) (139,260)
Employee benefit expenses EERAFAY 20 (37,065) (64,408)
Materials, services and logistics MR RIS RWR (76,429) (107,378)
Others Hi (5,186) (7,004)
Total operating expenses KER (245,854) (318,050)
Profit from operations KERHE 385,593 445,689
Finance income e 21 18,834 16,479
Finance costs B 75 & FH 21 (2,396) (1,830)
Exchange gains ERR g 21 9,740 1,380
Finance income, net B — FEE 26,178 16,029
Profit before income tax B Fr 8 %% B A5 411,771 461,718
Income tax expense FRSH &R 22 (99,721) (123,141)
Profit attributable to owners of BERADTFEENHAFE
the Company for the period 312,050 338,577
Other comprehensive income: Hitm e s
ltems that may be reclassified HiZ gt E 7 E B i) E H
subsequently to profit or loss
Currency translation differences INEE YT ZRE 9,909 2,250
Total comprehensive income BEREARMBEEN
attributable to owners of HRAGEa RSB
the Company for the period 321,959 340,827
Earnings per share (RMB) gRWER (ARERT)
— Basic — &K 23 0.092 0.100
— Diluted — e 23 0.092 0.100

The notes on pages 49 to 76 are an integral part of this condensed

consolidated interim financial information.
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Condensed Consolidated Interim Statement of Changes In Equity
RGP HERSB R

Attributable to owners of the Company

BEREDANAEE
Share Share Other Retained Total
capital premium reserves earnings equity
BRE  REFBE Hith it Bl BER
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Wi ARETE ARETE ARETT ARETE ARETR
(Unaudited) (REEERZ)
As at 1 January 2020 $H202051R1H 2,079 4,231,210 311,084 1,299,269 5,843,642
Comprehensive income FekE
Profit for the period HRFE - - - 312,050 312,050
Currency translation N B =
differences - - 9,909 - 9,909

- - 9,909 312,050 321,959

Transactions with owners BB ENR S

Dividends ENBREE 24 - (361,404) - - (361,404)
As at 30 June 2020 H2020F6 A30H 2,079 3,869,806 320,993 1,611,319 5,804,197
(Unaudited) (REERZ)
As at 1 January 2019 H201951A18 2,077 4,475,667 307,208 591,901 5,376,853
Comprehensive income  &HRA K
Profit for the period I FIE - - - 338,577 338,577
Currency translation NI EE

differences - - 2,250 - 2,250

- - 2,250 338,577 340,827

Transactions with owners EEFiEEHNR S

Exercise of options B RE N 1 3,811 (1,781 - 2,031

Dividends ERBRARE 24 - (255,521) - - (255,521)
1 (251,710) (1,7871) - (253,490)

As at 30 June 2019 M2019F6 A30H 2,078 4,223,957 307,677 930,478 5,464,190

The notes on pages 49 to 76 are an integral part of this condensed  F49Z 76 BEH st 2 AEREA Gt EREI IS E
consolidated interim financial information. RHAERCES 5 o
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Condensed Consolidated Interim Statement of Cash Flows

B HRERER

Six months ended 30 June

BZE 6 A30HLLAEA B
2020 2019
2020 % 20194F
Note RMB'000 RMB'000
i AR®ET T ARBF T
(Unaudited) (Unaudited)
(RBER) (REEEZR)
Cash flows from operating activities REFPRERE
Cash generated from operations KESHEE 25 319,387 456,906
Interest paid EFE (2,027) (26)
Income tax paid B ATSR (72,758) (100,737)
Net cash generated from operating activities 4% & /EBIFT15I8 ¢ 558 244,602 356,143
Cash flows from investing activities BRETHHRERE
Purchases of property, plant and BETEE - THK
equipment and intangible assets BEANREBREE (184,721) (111,747)
Increase in term deposits with initial terms  #144 EAFR 4838 = & A &
of over three months TEHRTF RS N (179.732) -
Payments for financial assets at fair value ~ BB AR EEFTE B HEEH)
through profit or loss AAERNTREE (104,200) -
Proceeds from sale of financial assets HEAAABENEEEES
at fair value through profit or loss AERNEREE 54,670 -
Proceeds from disposal of property, HETBE - THR
plant and equipment RIS FIE 1 149
Interest received BFIE 7,784 13,379
Net cash used in investing activities RE B AR SR (406,198) (98,219)
Cash flows from financing activities BMEITBHEESRE
Proceeds from exercise of options T B RERTSFE - 2,031
Payments of lease liabilities EREERE (5,658) (962)
Dividends paid to the Company's EARLE
shareholders (358,755) (255,521)
Net cash used in financing activities B EEAR S F5E8 (364,413) (254,452)
Net (decrease)/increase in cash and BERBEE/WORL),/
cash equivalents B nEE (526,009) 3,472
Cash and cash equivalents at HBRERREEED
beginning of the period 1 2,083,931 1,656,523
Exchange gains on cash and Re A EEYEH K
cash equivalents 11,752 3,593
Cash and cash equivalents at end BHARERELEEY
of the period 11 1,569,674 1,663,588

The notes on pages 49 to 76 are an integral part of this condensed 49276 BEH I L2 RERHA Gt EREI &
consolidated interim financial information. RHAERCES 5 o
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GENERAL INFORMATION

AAG Energy Holdings Limited (the “Company”) and its
subsidiaries (together, the "Group”) are principally engaged in
exploration, development and production of coalbed methane
("CBM") in the People’s Republic of China (the “PRC"). The
Company is an exempted company incorporated in the Cayman
Islands with limited liability on 23 December 2014. The address of
the Company's registered office is 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 Panzhuang and
Mabi concessions respectively in Shanxi Province of the PRC.

The Overall Development Plan ("ODP") of Panzhuang concession
was approved by the National Development and Reform
Commission (“NDRC") of the PRC on 28 November 2011, which
allowed Panzhuang concession to enter into the commercial
development phase. On 1 November 2016, Panzhuang
concession entered into production phase after the Joint
Management Committee ("JMC") approved and announced
based on the terms of Panzhuang PSC. On 8 October 2018,
NDRC formally announced the Approval Regarding the 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, the Southern Area
of Mabi concession is eligible for commercial development. On 1
January 2020, the Southern Area of Mabi concession entered into
production phase after the JMC approved and announced based
on the terms of Mabi PSC. As at 30 June 2020, 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.

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

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 its
immediate parent entity, intermediate parent entity and the
ultimate parent entity of the Company respectively subsequent
to the completion of the takeover (“Change of Control”).

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
half-year reporting period ended 30 June 2020 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 2019 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 did not have to
change its accounting policies or make retrospective adjustments

as a result of adopting these standards.

. Definition of Material — amendments to HKAS 1 and HKAS 8

. Definition of a Business — amendments to HKFRS 3

° Revised Conceptual Framework for Financial Reporting

AAG ENERGY HOLDINGS LIMITED / INTERIM REPORT 2020

Notes to the Condensed Consolidated Interim Financial Information

RS G i B B 15 B R B =

—RER @)

20184 - HBERXFARBRHBERA
AHFRAR] AR EEMAIHA
7R EBBER B LT (RIBRE
603393)) @B )| FIB AL RBI B A R &
EAT (IR ) HAM0REE2EH
BATEENBAERARAF(RE])
W B A A 149 50.5% B BEFTRRAD ©

WEESER (& - KA - IR
MARARRDBEBRNRABNERERR
Al PRERA R RELERAR ([
HESE]) -

mBEE

HE2020F6 A308 IF ¥ FHELBH
A HP R BER IR ES S
R AR EI I RS R B o

PHESRE T T EEFENBRE R
ERFASENE - At - ks ER
HE2019F 1283 B IEFEHNFERIA
MR B BRI ER M E R A

FAE—HHE

BRBHRAN  BHFMBEREAARE
(TARY]) 5% -

EESBERBE

BR BR A UA T P BT R MRS RT 2 RISHD -
PRERMN A & 5T R BB E A TS F [ AT IR
MEER—B -

REBERAFET R EBTEA
IR KB ERIEARRE RS
A - AEBERRAE LM ERELER
T EE G BRI EHBPHE -

o [BEMIMER —EKEBEE
A 1FIME B G ERIE8HR)
EER]

o [XHIMER —KEEUHRE
HERIZE 3FRIRIIERT

o HBHMEMBISER(EETHR)



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 2019. In addition, during this period, management
estimate the government grants based on the interim measures
as disclosed in Note 18(b).

FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS

(a) Financial risk factors
The Group's activities expose it to a variety of financial risks:
credit risk, market risk (including foreign exchange risk),
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 2019.

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

(b) Liquidity risk
Compared to 31 December 2019, there were no material
changes in the contractual undiscounted cash out flows for
financial liabilities.
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5.

52

FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS (Continued)

(¢) 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).

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

SEGMENT INFORMATION

The chief operating decision-maker (“CODM") has been
identified as the directors and chief 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 concessions under the relating PSCs has
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, finance
income, finance costs and exchange gains/(losses) (“EBITDA").
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6. SEGMENT INFORMATION (Continued) 6. DEER (&)

The segment information provided to the CODM for the HE2020F 6 A30 A LE/S 1B A B3R - Bt
reportable segments for the six months ended 30 June 2020 is as A2MOAIRELEZLEREEND
follows: BERT ¢

Panzhuang Mabi

concession concession Total

BHER EXEHR st
RMB'000 RMB'000 RMB'000

ARETT ARBFT AREFTT
(Unaudited) (REER)
For the six months ended HZ202056H30H

30 June 2020 {8 A B
Revenue from external customers K BAMBEFHUA 452,956 30,712 483,668
EBITDA EBITDA 503,698 14,903 518,601
Other income HA 137,309 8,909 146,218
Operating expenses RS (195,290) (41,536) (236,826)
Depreciation and amortisation e N (108,477) (16,304) (124,781)
Finance income eyl 11,902 205 12,107
Finance costs B & (1,874) (431) (2,305)
Exchange gains/(losses) B 5 iz (1K) 11,453 (5,185) 6,268
Income tax expense FTSHER (99,720) - (99,720)
(Unaudited) (REER)
For the six months ended BZ2019%F6H30H
30 June 2019 17518 A HRE

Revenue from external customers ~ SREINDPEFHIBA 547,628 50,023 597,651
EBITDA EBITDA 571,428 21,848 593,276
Other income EmA 150,748 15,258 166,006
Operating expenses BRI (245,259) (61,828) (307,087)
Depreciation and amortisation E N (118,205) (18,692) (136,897)
Finance income B as 7,800 139 7,939
Finance costs BISEA (1,123) (602) (1,725)
Exchange gains/(losses) PE U8 (18%k) 958 601 357
Income tax expense Fri5fiE A (123,141) - (123,141)
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6. SEGMENT INFORMATION (Continued)

54

6. DHWER (B

Panzhuang Mabi
concession concession Total
RMB'000 RMB'000 RMB’000
AREFIT ARET T AREEFT
(Unaudited) (REBERZ)
As at 30 June 2020 #2020 6 A30H
Total assets BEE 3,730,237 2,495,010 6,225,247
Total liabilities FES=RE 789,151 144,925 934,076
Additions to non-current assets  3EiRENE E I N
(other than deferred (REFIEE ERRIN)
income tax assets) 153,881 74,580 228,461
(Audited) (BEZ)
As at 31 December 2019 M2019%12H31H
Total assets BEE 3,435,509 2,446,184 5,881,693
Total liabilities FES= N 775,413 121,629 897,042
Additions to non-current assets  JEiRENE E G
(other than deferred (REFRIEE ERRIN)
income tax assets) 298,121 90,125 388,246

A reconciliation of EBITDA to total profit before income tax is

provided as follows:

EBITDA 2[R P15 5% Bl A B 48 B8 1 S &6 40

T

Six months ended 30 June

BZE6H30HLAEAHE
2020 2019
2020 2019 F
RMB’'000 RMB’000
ARET T AREFTT
(Unaudited) (Unaudited)
(REEXR) (REEZ)
Total EBITDA for reportable segments A 235 Zf#Y EBITDA 4258 518,601 593,276
Headquarter overheads wHAERAY (5,834) (8,327)
Depreciation and amortisation e KLY (127,174) (139,260)
Finance income B s e 18,834 16,479
Finance costs B8R (2,396) (1,830)
Exchange gains FE Uk & 9,740 1,380
Profit before income tax & FIT15-F5 51 ) E 411,771 461,718
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6. SEGMENT INFORMATION (Continued) 6. PHER @)
Reportable segments’ assets are reconciled to total assets as A 2RO MEELRBEEENRELOT ¢
follows:
As at As at
30 June 31 December
2020 2019
2020 20194
6H30H 12H31H
RMB’000 RMB’000
AR¥T T ARETIT
(Unaudited) (Audited)
(REEEZX) (& #Ez)
Total segment assets DEE EEEE 6,225,247 5,881,693
Unallocated P
Unallocated cash and cash equivalents AOBRIRERIREEEY 329,913 862,640
Others Hib 186,746 3,827
Total assets per balance sheet BEABKRIINEEES 6,741,906 6,748,160
Reportable segments’ liabilities are reconciled to total liabilities AERoRaEEeaENRASTmT
as follows:
As at As at
30 June 31 December
2020 2019
2020 F 20194
6H30H 12H31H
RMB’000 RMB’000
AR¥T AREFIT
(Unaudited) (Audited)
(REEZX) (&#EZ)
Total segment liabilities DEPAELERE 934,076 897,042
Unallocated P
Unallocated lease liabilities AOEHERE 1,613 2,587
Others Hith 2,020 4,889
Total liabilities per balance sheet EEBERINBERR 937,709 904,518
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7. PROPERTY, PLANT AND EQUIPMENT

56

7. TBE- - IBKRRE

Gas
Exploration  gathering
and  station and Furniture,
Gas  evaluation relating Construction fittings and
properties assets facilities  in progress Vehicles others Total
BRR SRUR HE - £E
RRREE TEE HERE ERIE BH KA st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETR ARETR ARBTT ARETT ARETR
As at 1 January 2020 ®2020%1A1A
Cost kA& 2,925,849 646,306 660,351 497,906 15,271 52,083 4,797,766
Accumulated depreciation ZiHE (825,385) - (188,287) - (14,401) (48,005)  (1,076,078)
Net book value Fm¥E 2,100,464 646,306 472,064 497,906 870 4,078 3,721,688
Six months ended 30 June 2020  EZ202056 A 30A L~ fEA
Opening net book value HREFE 2,100,464 646,306 472,064 497,906 870 4,078 3,721,688
Additions #10 7,194 20,060 158 177,653 88 616 205,769
Transferred in/(out) #gA/(4) 125,326 = 4,341 (129,667) - - -
Disposal — cost RE—RA = = = = = (501) (501)
— depreciation —E - - - - - 501 501
Depreciation charge NEEH (92,115) - (24,909) - (269) (1,095 (118,388)
Currency translation differences IMEFEEE 1.1 444 - 416 - (44) 2,587
Closing net book value HAEHTE 2,142,640 666,810 451,654 546,308 689 3,555 3,811,656
As at 30 June 2020 (Unaudited) ~ #2020%6 A 30 B (X EEHK)
Cost KR 3,060,977 666,810 664,850 546,308 15,359 52,388 5,006,692
Accumulated depreciation ZitE (918,337) - (213,196) - (14,670) (48,833)  (1,195,036)
Net book value FEFE 2,142,640 666,810 451,654 546,308 689 3,555 3,811,656
As at 1 January 2019 ®2019%181A
Cost A 2,810,334 630,860 649,448 315,029 15471 53,041 4474183
Accumulated depreciation 2iting (623,587) - (139,638) - (13,734) (45,805) (822,764)
Net book value EHFE 2,186,747 630,860 509,810 315,029 1,737 7236 3,651,419
Six months ended 30 June 2019 EZ2019F6 B30I~ fER
Opening net book value HREFE 2,186,747 630,860 509,810 315,029 1,737 7236 3,651,419
Additions byl - 2523 2400 63,270 - 668 68,861
Transferred in/(out) B/ (4) 48,183 (295) 62 (47,950) - - -
Disposal — cost BE— A - - (118) - - (1383 (1,501)
— depreciation —HE - - 39 - - 1,35% 1,395
Depreciation charge HEER (101,665) - (24,245) - (459) (2,568) (128,937)
Currency translation differences INEMEZE 162 - - 89 - - 251
Closing net book value HARREFE 2,133,427 633,088 487,948 330,438 1,278 5,309 3,591,488
As at 30 June 2019 (Unaudited) R201956 A 30 B (REEH)
Cost AR 2,858,814 633,088 651,792 330,438 15471 52,326 4,541,929
Accumulated depreciation 2:iE (725,387) - (163,844) - (14,193) (47,017) (950,441)
Net book value FEFE 2,133,427 633,088 487,948 330,438 1,278 5,309 3,591,488
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8. LEASE 8. W&
(@) Amounts recognised in the consolidated balance (a) AHEEEBRAEINESE
sheet
The consolidated balance sheet shows the following AMEEAGBRY N T &ES
amounts relating to leases: HERA :
As at As at
30 June 31 December
2020 2019
2020 & R 2019
6HA30H 12H31H
RMB’'000 RMB'000
AR®T ARBTT
(Unaudited) (Audited)
(REFEX) (fezwz)
Right-of-use assets ERAEEE
Land-use rights + hfE AR 48,046 51,159
Buildings EF 7,973 5,395
Equipment B 25 108
56,044 56,662
Lease liabilities HEERE
Current ik (11,444) (14,562)
Non-current FETED (46,453) (43,395)
(57,897) (57,957)
Additions to the right-of-use assets during the period B E2020F6 A30H L ¥ FWME
ended 30 June 2020 were RMB5,659,000 (30 June 2019: HHEFTAREEENARKE
RMB8,010,000). 5,659,0007T (20194 6 A30H I+ ¥

FIREHAH - AREES,010,0007T) ©
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8. LEASE (Continued)
(b) Amounts recognised in the consolidated statement
of comprehensive income
The consolidated statement of comprehensive income
shows the following amounts relating to leases:

HE @)

(b) EHFEERERABANESE

Bt A ERIIR TS S EE

HERRM

Six months ended 30 June

HZ6H30R LA EAHE
2020 2019
2020 % 2019 F
RMB’'000 RMB’000
ARMT T AR¥ETFTT
(Unaudited) (Unaudited)
(REER) (REER)

Depreciation charge of FEREEENITEER
right-of-use assets

Land use rights T b fsh A (2,794) (6,184)
Buildings BgF (3,078) (1,260)
Equipment B (34) (34)
(5,906) (7,478)
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9.

INTANGIBLE ASSETS BREE
Computer
software
EEE
RMB'000
AREFIT
As at 1 January 2020 7202051818
Cost D% 58,042
Accumulated amortisation BT (22,965)
Net book value BREFE 35,077
Six months ended 30 June 2020 BZE2020F6 A30R1E<AA
Opening net book value Y ERE FE 35,077
Additions 0 10
Amortisation charge HiEER (2,880)
Closing net book value HRAREF{E 32,207
As at 30 June 2020 (Unaudited) A 2020F 6 B30 BH (REHER)
Cost DN 58,052
Accumulated amortisation R 5 (25,845)
Net book value BREDFE 32,207
As at 1 January 2019 R2019F1 818
Cost jo%N 56,837
Accumulated amortisation R 5 (17,248)
Net book value BREDFE 39,589
Six months ended 30 June 2019 HZE2019%F6 A30B1L~EA
Opening net book value B RR D HE 39,589
Additions 0 604
Amortisation charge BIHER (2,856)
Closing net book value HRAREFE 37,337
As at 30 June 2019 (Unaudited) A20195F 6 B30 B (REFRK)
Cost DN 57,441
Accumulated amortisation RETE (20,104)
Net book value BREDFE 37,337
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10. TRADE AND OTHER RECEIVABLES 10. FEUR AR TR I H ft FE WK
As at As at
30 June 31 December
2020 2019
2020 % 20194
6H30H 12H31H
RMB’'000 RMB’000
AR¥T AREF T
(Unaudited) (Audited)
(RBER) (T Z)
Trade receivables (a) FEU AR TR (a)
— CUCBM — CUCBM 134,088 97,619
— PetroChina — A 42,527 51,944
— External customers — INERR 191,514 94,438
368,129 244,001
Notes receivable (b) FEURZE 1 (b) 12,000 46,000
Government grants receivables (c) JE NS T 48 B ()
— Government — BT 333,148 176,222
— CUCBM — CUCBM - 84,692
— PetroChina — B AH 15,422 31,747
Due from PSC parties for cash calls JEWESDKEREIER
and accrued expenses (d) ReEFRERERM ()
— CUCBM — CUCBM 93,178 78,001
— PetroChina — A 75,986 48,699
Deposits and others HEMEMER 6,719 5,607
904,582 714,969
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10. TRADE AND OTHER RECEIVABLES (Continued)

Trade receivables

(a)

(i)

(i)

The ageing analysis of trade receivables is as
follows:

10. FEURRSR B2 5 fth P W =K ()
B W AR

(a)

(i)

PR B AR D AT T

As at As at

30 June 31 December

2020 2019

2020 £ 2019 F

6 H30H 12A31H

RMB'000 RMB’000

AR%T T AREFTT

(Unaudited) (Audited)

(REBFEZX) (EE|z)

Within 3 months =EARN 268,266 201,224
3 months to 6 months —@A=EA 33,925 27,745
6 months to 1 year NEAZE—%F 50,906 7,150
1 year to 2 years —EMF 14,641 7,882
More than 2 years MF A E 391 -
368,129 244,001

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 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 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 Panzhuang concession.

Trade receivables past due but not impaired

The trade receivables past due relate to PetroChina
and a number of independent customers for whom
there is no significant financial difficulty and based on
past experience and forward-looking information on
macroeconomic factors, the overdue amounts can be
recovered.

(ii)

JE Yg CUCBM Y FiE U 5% 18 #5
WER BN EREFIF AR
CUCBM E1ZEAF R AR A A
HFEEE - W HACUCBMA
RAEERMIEITERERLN
B o

& U AP 0 R B T LA R R 4
WEBHRAHEREAEER
FUEBAEREREE -

FE UL 5B 2 P 1 e Ui B SR 4
HEBEBLIEFEREAS
B & 1R 52 AT B R

BB R RE B AR X
B H 6 R W AR SR L e A U
Ko 88 3 48 55 K B 7 TR 26 A9
BUYEFAR REBEIE
B R BB R =AY BIRE 1
EE AR -
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10. TRADE AND OTHER RECEIVABLES (Continued) 10. BRI H b FEURR ()

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

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

(d) This represents CUCBM's and PetroChina’s share of the (d)
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.

(e) Asat 30 June 2020, the carrying amounts of trade and other (e)
receivables approximated their fair values.

W E BRI BB AN E A AR S
RITERLFR -

It 538 3B CUCBM K R /5 5k e W ik
FFE I B RIEE R R T LT &
8h o

It & CUCBM K A A0l ok & T (@
BN 55 A R A B R A EE R AR R 3R
> ERRTBERER MARM
CUCBM K/ A el e ER o

N2020F 6 A30H » FEWEE X &
Bt smEmERE AR EE
PiEEEI

11. CASH AND BANK BALANCES 1. BRERIBITER
As at As at
30 June 31 December
2020 2019
2020 £ 2019 4F
6HA30H 12A31H8
RMB’000 RMB’'000
AR®ET T AREFIT
(Unaudited) (Audited)
(REERZ) (&%)
Cash and cash equivalents ReMREEED
— Cash at banks — RITHER 1,569,674 2,083,931
Term deposits with initial terms of VA HARR BB = B EHAFE
over three months 232,687 50,000
Restricted bank deposits (a) SRHIERITIER () 49,895 49,895
1,852,256 2,183,826
(@) Restricted bank deposits represented decommissioning of (@) XERHIEITEREETRIEASE N

gas properties and restoration of land deposits for
Panzhuang and Mabi concessions.
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12.

13.

SHARE CAPITAL 12. IR
Equivalent
Number of Nominal value nominal value
ordinary of ordinary of ordinary
shares shares shares
ZER#AR ZEREE EERSEERE
Thousands US$'000 RMB'000
TR FET  ARETR
Issued and fully paid: BE#ITRHE
Ordinary shares of US$0.0001 each #ZA%[E11E 0.0001 7T
As at 1 January 2020 M2020F1A1HRK
and 30 June 2020 20206 A30H 3,393,582 339 2,079

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 5 June 2015.

As at 30 June 2020, there are 1,734,437 (31 December 2019:
1,734,440) 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 was outstanding.

OTHER RESERVES

Other reserves consist of share-based compensation and foreign
currency translation differences.

13.
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N RS BIF 201553 A31 HF20154F6
ASHEMNE X AMEEaERETS
(BB FlE X AR ERIRH XD
BALRTEI (ZIRFIIRDELL) ©

2020 6 4308 » MARTTFEERED
B /1,734,437 (201912 4318 :
1,734,4401% ) - B R ITE B &£0.1513%
Lo 2HERERN TITE BB A
2020 FF £ 2023 FF -

R2018% 128318 @ 1241 E 8 (k1)
B2IAZREBRMEBEMHEC FEE SRR
H o EEARITE R R IR BEAL -

Htuf# e
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14. ASSET RETIREMENT OBLIGATIONS 14. EERERK
Six months ended 30 June
BEZ6HA30HIEANEAH™E
2020 2019
2020 F 20194
RMB’000 RMB’'000

AR®ET T AREFIT
(Unaudited) (Unaudited)

(REEK) (RI&EZ)

Beginning of the period R ERH) 18,361 16,741
Accretion expenses R S 472 430
End of the period EAR 18,833 17,171
The asset retirement obligations represent the present value of EEXEEEHTIERERRRREER
estimated future expenditures on decommissioning of gas EIR T HEEET R RFAZAIRE o
properties and restoration of land.

15. DEFERRED INCOME TAX LIABILITIES 15. EEFEBAE
The gross movement on the deferred income tax account is as BIEPTISTHER B @ EHmT
follows:

Six months ended 30 June

HZE6A30H1EAELHH
2020 2019
2020 2019
RMB’000 RMB’000

AR®ET T AREFIT
(Unaudited) (Unaudited)

(REEK) (RI&EZ)

Beginning of the period AHI 379,804 307,322
Charged to the consolidated statement of & ft4R & IRz R F0BR (B15E22)

comprehensive income (Note 22) 43,175 40,677
End of the period REIR 422,979 347,999
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15. DEFERRED INCOME TAX LIABILITIES (Continued)  15. IRZEFBHREE (@)

The movement in deferred income tax account is as follows:

EEFTSHAR B ST

Depreciation Income not yet
and subject to
amortisation Tax losses tax and others Total
RERBE
mEREHE BgER s R H At
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT ARETT ARETT
(Unaudited) (REER)
At 1 January 2020 R2020F1A1R 274,666 (175,772) 280,910 379,804
Charged to the consolidated RAEBHEEWRER
statement of comprehensive ek (f3E22)
income (Note 22) 55,627 (46,779) 34,327 43,175
At 30 June 2020 7202056 A30R 330,293 (222,551) 315,237 422,979
(Unaudited) (REER)
At 1 January 2019 M2019F1 818 90,684 - 216,638 307,322
Charged to the consolidated REJTARER
statement of comprehensive IR (P 22)
income (Note 22) 2,990 - 37,687 40,677
At 30 June 2019 M201956A30AR 93,674 - 254,325 347,999

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 assets for tax losses are recognised only to
the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred income tax expense 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.

RPBECXMERAEMNE  REELE
ERBBARHE) IEENME
ERELEEMMZBEENFHEA
ETREEN  REELEE(WRBAE
#ITE) BB A BN R th (& B
REEFNMRIHERIN TERREE
Rtz AR = F B AT IRIEEN -

HREERERNELSEREEET
AIRE B AR RERB A EL A L ERE
R ZRNBER T TARR °

RIEFTSHE B 2 BB HBIER
BRI UL R &Y R 8 R AR (BT R
B RIFPEBRREERNETER
HEFE 16 TE HO R SR AR A AL o
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16. TRADE AND OTHER PAYABLES

66

16. BNRRKEMENK

As at As at

30 June 31 December

2020 2019

2020 F 20194

6H30H 12H31H

RMB'000 RMB’000

AR¥T ARBT T

(Unaudited) (Audited)

(REFEX) (&&#EZ)

Trade payables (a) JERTBRFX (a) 383,357 361,269

Amounts due to related parties JE 1<) g BSe 77 SR IE

— Sunshine Ji’ao (Note 27(c)) — SR ER(MFE27() = 443
Amounts due to PSC parties JENEMDKAREER A

— CUCBM — CUCBM 3,060 3,060

— PetroChina — A 2,735 3,602

Tax payables FERI B R 764 874

Payroll liabilities JENTE 8,726 28,198

Other payables A TR 11,364 6,744

410,006 404,190

(@) The ageing analysis of trade payables is as follows:
The ageing analysis of the trade payables based on invoice

FESBRARAV BRI D AT A0 TS
ER#HZE A B RN RO KRR D

date is as follows: WaAT -
As at As at
30 June 31 December
2020 2019
2020 2019 F
6HA30H 12 H31H
RMB’'000 RMB’000
AR®T T AREEFT
(Unaudited) (Audited)
(REEZR) (JEEZ)
Within 6 months NME AR 254,520 270,427
6 months to 1 year NEAE—%F 65,614 22,892
1to 2 years —EME 28,448 36,999
2 to 3 years ME=F 21,628 13,607
Over 3 years =FLAE 13,147 17,344
383,357 361,269

(b) The carrying amounts of trade and other payables

approximated their fair values.
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17. REVENUE

All the Group's revenue is derived through the sale of the

Group's share of CBM sold to customers in the PRC. Sales of gas

are recognised when control of the gas has transferred, being

when the gas is delivered to the customers. The amount of

revenue is allocated based on the terms of the PSCs and gas

sales agreements.

18. OTHER INCOME

17. WA
REEME WA KB AREEFECBM
HHBEEFHMHERS - BERERIZH
BoER  ARERERNTEPE
AEBERKERHFEERA - WA
REERIKERIKEERBEEHED
R T IADE -

18. HfUA

Six months ended 30 June

BZ6H30HIEXEAHBE
2020 2019
2020 2019 FF
RMB’000 RMB'000
AR¥T T ARBT T
(Unaudited) (Unaudited)
(REER) (REEEZ)

VAT refund (a) B RSET (a) 46,248 66,645
Government subsidy (b) BT 48 B (b) 99,970 99,361
146,218 166,006

VAT refund is granted by the PRC government according to
“The Notice on Tax Policy Issued by The Ministry of Finance
and The State Administration of Taxation on Speeding Up
The Drainage of Coalbed Methane” (B BEBER K542
BT DR KK B R R B T U BUR A i R @ A1 )). CUCBM
and PetroChina apply for the VAT refund 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.

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” ({87 X &6 7 4 /8 5| (FLHR)
FEF B M B i 2 R )) published on 20 April 2007, as
amended by “Interim Measures for the Administration of
Special Funds for the Development of Clean Energy” ()& )&
ERERBEESEEEITHNE) issued on 12 June 2020.
From 2020, the Group applies for the subsidy for Panzhuang
concession (2019: CUCBM). PetroChina applies for the subsidy
for Mabi concession. The Group recognises its entitlement
based on the Group's share of CBM sold and when there is
reasonable assurance that the amount will be received.

(a) EEFRE 2P BB REE R
ERB R R 75 42 B B A DN R B T St
HE BB KB ERENEMNE
it © CUCBM K/ /AR 9 Bl A&
& 3% I 5 WA R FR AR IR E R IR R o
AEBMERBAEEEEME
CBMRBAERBZZEFEIRMD
BERHMZAENSE -

(o)  BUAT 5 B2 P B EUE AR 5 72 2007
4 720 B 345 A< BT RS0 R R R
BR (R AEMAmMMNEREE
BORH  &H2020F 6 12 H %
HCEREREEZTEEASERE
EITHENMERT o B 20204F#8 » A&
EEAETE A B (20197
CUCBM) - R A AS VIR EF
e AEEERBEAEEEEFT
ECBMRBABREZSEITK
EINEREMZENESE -
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19.

20.

68

PROFIT BEFORE INCOME TAX

Profit before income tax was determined after charging the

19. BRETEH BIFE

BRPTS BRI A B EHBR TS RERE

following: F
Six months ended 30 June
BZ6H30HIEXEAHBE
2020 2019
2020 2019 F
RMB’'000 RMB'000
ARBT T AREFTT
(Unaudited) (Unaudited)
(REER) (R EZ)
Power and fuel ESwakilye 25,603 26,586
Pipeline transportation cost EBEBEHER 12,593 37,842
Maintenance cost WEIEE A 11,447 11,901
Operating lease expenses LEHERY 252 2,227

EMPLOYEE BENEFIT EXPENSES

20. EEEAMAX

Six months ended 30 June

BZ6AH30H1EEAEHE
2020 2019
2020 2019 4
RMB’000 RMB’000

ARET T AREFIT
(Unaudited) (Unaudited)

(REEK) (RI&EZ)

Wages and salaries ITERF® 32,415 34,966
Retirement and other benefits (a) BIRE REAET () 4,650 9,541
Termination benefits BHREH - 19,901

37,065 64,408
(a) Retirement and other benefits (a) EBIkeREAMER

In the PRC, the pension plans are organized by the
municipal and provincial governments at a certain rate of
the employees’ salaries, subject to certain ceilings. The
Group also contributes to government-sponsored housing
funds at a certain rate of the employees’ salaries, subject to
certain ceilings.
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21.

22.

FINANCE INCOME, NET

21. BilE — F8

Six months ended 30 June

BZ6H30H1EEAEHE
2020 2019
2020 2019
RMB’000 RMB’000

AR®ET T AREFIT
(Unaudited) (Unaudited)

(REEK) (RI&EZ)

Interest expense of lease liabilities HEAENMNEER (2,027) (1,494)
Accretion expenses of BEREEBHH

asset retirement obligations IEIRE A (369) (336)
Finance costs Mi%EA (2,396) (1,830)
Finance income B U 2 18,834 16,479
Exchange gains TE & W= 9,740 1,380
Finance income, net sl — F58 26,178 16,029

INCOME TAX EXPENSE

22. FREHER

Six months ended 30 June

HZ6H30H LA AHE
2020 2019
2020 £ 2019 4F
RMB’000 RMB’000

ARET T AREFT
(Unaudited) (Unaudited)

(REEK) (RIEEZ)

Current income tax EHIATSH 56,546 82,464
Deferred income tax (Note 15) EIEFTSRL (FIzE15) 43,175 40,677
99,721 123,141

The Company and its subsidiaries incorporated under respective
jurisdiction of the Cayman lIslands, the British Virgin Islands and
Samoa, are 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.

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

ARRREEHRERS  RBGRRE
EMEEDSEBEE N MR A E
NAEHRRHAE G -

A R S ERAE EA8 T EB IS
(AR RBRE - 4O EEHR BB IS
B o

RETEBRFRGORBEEEMRER
% AEEERBEKZOME QB RA
SEMNBARNTEDS RRNERRE
#3525% > REGBRMAFHRIIRERF E
FXIZE) R R D R AR ERTL A E
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22. INCOME TAX EXPENSE (Continued) 22. FIEBLERA @
The tax on the Group's profit before income tax differs from the ANER B BR TS B AT AR a9 B 18 B0 AR
theoretical amount that would arise using the statutory tax rates ERRAENIERBETR > FBOT
as follows:

Six months ended 30 June

BZE6A30HEAEA M
2020 2019
2020 F 20194
RMB’000 RMB000

AR¥T T ARETIT
(Unaudited) (Unaudited)

(REER) (RIEEZ)

Profit before income tax K PR A5 55 A AR 411,771 461,718
Tax expense calculated at applicable HEARETENRIEE B
tax rates 88,530 114,149
Current period deductible temporary REARE AR ERELEHREERN
differences for which no deferred TR ER
tax asset was recognised 5,315 1,405
Expenses not deductible for AT 0B B A
taxation purposes 7,097 419
Others HAt (1,221) 7,168
Income tax expense EREYE-3:! 99,721 123,141
23. EARNINGS PER SHARE 23. 3R E
(a) Basic (a) EXR
The basic earnings per share is calculated by dividing the EXRGRKGEIREBRARAR
profit attributable to owners of the Company by the B & 8T B A £2020F &
weighted average number of ordinary shares in issue during 2019 6 A 30 B IL7XE A BB AR
the six months ended 30 June 2020 and 2019. BIOTEBEBROMBETEEAES
H oo
Six months ended 30 June
HZ6H30R A EAHE
2020 2019
2020 2019 F

(Unaudited) (Unaudited)
(REEZX) (REEZ)

Profit attributable to owners of BEERARRMAEENFE

the Company (RMB'000) (ARETFIT) 312,050 338,577
Weighted average number of ordinary B 277 A% &9 h0#E F 15 81

shares in issue (Thousands) (Fm) 3,393,582 3,391,158
Basic earnings per share (RMB) HEAFR K= (ARET) 0.092 0.100
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23. EARNINGS PER SHARE (Continued)
(b) Diluted

23. FRWE @)
(b) Wi

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 outstanding which
are potentially dilutive. The assumed proceeds from
conversion of these options 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
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.

mESRERREAE AR ENE
EEBBRLIBE  RECETYE
BB INE T BEE - ARFR
BREARBEWMBYE - BRE
L6 B SO S H P JE R B (B R B A AR
RILBEAE BRI TS ERE
TMES - TREZBTHRMNEE
EERBRITE T BRIERZET
MR mEE - EERRRRAANLE
BFAmSERETILESHERS
AHERWBER TR ERERTHK
MBENER - E—TREHRTH
Bt BB A E B A A I F 15
B—mn - WIERFTEBEERK
BESFTADE -

Six months ended 30 June

BZE6H30HLAEAHME
2020 2019
2020 F 20194
(Unaudited) (Unaudited)
(REER) (REEEZ)
Profit attributable to owners of FERRARARIFEENFE
the Company (RMB'000) (ARBFT) 312,050 338,577
Weighted average number of ordinary & 217 & A% &) 10 #E F 5 81
shares in issue (Thousands) (Fm) 3,393,582 3,391,158
Adjustments for assumed conversion of {8 3% i 1208 A A& A S &
share options (Thousands) (FR) 47 490
Weighted average number of ordinary 5t &2 E AUk 258 AR
shares for diluted earnings per share  J#EF 9 (F%)
(Thousands) 3,393,629 3,391,648
Diluted earnings per share (RMB) wEERWEE (AR T) 0.092 0.100
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24. DIVIDENDS
A dividend in respect of the year ended 31 December 2019 of
RMBO0.1061 per share was approved at the annual general
meeting (“AGM") on 13 May 2020, which was paid on 1 June

25.

72

2020.

24.

A dividend in respect of the year ended 31 December 2018 of
RMBO0.0737 per share was approved at the AGM on 10 May 2019

and was paid on 12 June 2019.

CASH GENERATED FROM OPERATIONS

25.

Reconciliation of profit before income tax to net cash flow

generated from operations:

Hﬁl%\
HE09F12ANBIEFENREST
B% A R #0.1061 TTE 7 202045 A 13 H
MR RIEF KE EERE - WH 20204
681 Bk -

HE208F12A3MBIEFEFENRES
& AR #0.0737 LE R 2019F5 A 108
MR EREF RS EERE - WHR20194F
6 A12BIRAT ©

RETHMERE
BETEBANBREEEDAGRASR
IR

Six months ended 30 June

BZ6H30HIEXEAHBE

2020 2019

2020 % 20194

RMB'000 RMB'000

AR®T AREEF T

(Unaudited) (Unaudited)

(REEZR) (REEZ)

Profit before income tax B P 1575 B 4 411,771 461,718
Adjustments for: BT E R IE Ve TR

Depreciation e 124,040 132,690

Amortisation B 2,880 6,570
Gains on disposals of property, HETEE THKL

plant and equipment BEIRIES: (1 @)

Finance income [ le (10,503) (11,973)

Finance costs B 75 369 1,830

Exchange gains RN (9,740) (1,380)

Changes in working capital: KEBESES)

Decrease/(increase) in inventories FERD,(Em) 1,695 (1,009)

Increase in trade and other receivables JE S B R K L fth JFE LK R 2 o (188,495) (124,431)

Decrease in trade and other payables FE A BR R B EL M e SOR (12,629) (7,107)

Cash generated from operations KEEBELRNIRS 319,387 456,906
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26. COMMITMENTS

(a)

(b)

26. FAFHBIH

Capital commitments (a) EXREE
Capital expenditure contracted at the end of the period but RANERREEARBEFTHENR A E
not yet incurred is as follows: EHERFAZNT
As at As at
30 June 31 December
2020 2019
2020 F 2019 F
6H30H 12H31H
RMB’000 RMB’000
ARMT T ARBETIT
(Unaudited) (Audited)
(REER) (R E|R)
Property, plant and equipment TEYE - TRREE 74,993 42,089
Operating lease commitments (b) REBEHRHE

The Group leases various offices, land and equipment from
non-related parties under non-cancellable operating lease
agreements which are typically made for fixed periods of 1
to 5 years but may have extension and termination options.
The leases have varying terms, renewal rights and extension
and termination options. On renewal, the terms of the
leases are renegotiated. The lease contracts do not impose
any covenants, but leased assets may not be used as
security for borrowing purposes.

Minimum lease payments under non-cancellable operating
leases not recognised in the financial statements are
receivable as follows:

AEBERBE T AT HEHN KL HE
AAEEB S EESERAE

WHMRE ELHEBZRTE R
ES5FMETEHR - BRI UEET
HIME IE - MEAA TR EER
RERT A SR EAM AR | 3R IR © 4BR]
o BEHHEEEGR HES
RS AREEMHNE  EEHEE
ETSREEERNER -

ISR P RER O TR BEHE 2
HETHREESNFTEKAT

As at As at

30 June 31 December

2020 2019

2020 F 20194

6H30H 12H31H

RMB’000 RMB’000

AR®T AREF T

(Unaudited) (Audited)

(REFEX) (T Z)

Within 1 year —FR 117 152
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27. RELATED PARTY TRANSACTIONS 27. BHBARS
Parties are considered to be related if one party has the ability, B HBARENERSIMEEENS —F%
directly or indirectly, control the other party or exercise significant HE— PG MEERREBAEKR
influence over the other party in making financial and operation TR AR AR o KRS
decisions. Parties are also considered to be related if they are BERHME BT - REBTEEIEA
subject to common control. Members of key management and B M E KR 8 IR & R

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

(a) The following companies are related parties of the (a) B Z=2020F6H30H ~ 1@ H
Group during the six months ended 30 June 2020: LHEHE THATDABREEDN
BB -
Names of the related parties Nature of relationship Ownership interest
o)yt BERME FEERERS
Mr. Ming Zaiyuan (i) Ultimate control shareholder and 51.65%
executive director
BABESLL() REEBRBRMATES
XTRQ (i) Ultimate parent entity 51.65%
FRAR) RAPER A7)
Sichuan Liming (i) Intermediate parent entity 51.65%
791 1 EA ) I EEAR A A
Liming (i) Immediate parent entity 51.65%
AEA (i) BEEERAR
Zhongjiu Ante Equipment Co., Ltd. Under the same control of N/A
("Zhongjiu Ante") the ultimate controlling shareholder
PARFERBBARAA ([FARKE]) 5 [A] — B AR AR AR AR BR 2 NEm
Beijing Sunshine Ji'ao Energy Controlled by an independent N/A
Technology Co., Ltd. non-executive director of
("Sunshine Ji'ao”) the Company
RS ERERRMBR AT HARRE IFRITE S TE M
(TEXER)D
(i)  Asat30June 2020, XTRQ, through its 100% controlled () 20206 A30H ¥ KA
subsidiary Sichuan Liming, holds 100% of the issued REBEEEERAFME
ordinary shares of Liming. The directors regard Mr. FIBAFE A M 100% B 1T &
Ming Zaiyuan as the ultimate control shareholder of WAL - ARNBABFERLEREN
the company for his holdings of XTRQ's shares. AARFEBENER - KNQF]

EFHERSRAITIAIR
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27. RELATED PARTY TRANSACTIONS (Continued)

(b) Key management compensation

27. BHBBE RS (@)
(b) TEEEASHH

Six months ended 30 June

HZE6H30H1EAEDHAM
2020 2019
2020 F 2019 €
RMB’000 RMB’000

ARET AREFIT
(Unaudited) (Unaudited)
(REEZR) (REEZ)

Basic salaries and allowances HARFr & MOEEh 6,091 5,934
Discretionary bonuses [l 1,388 2,963
Retirement and other benefits RS REMETR] 195 310

7,674 9,207

(c) Payment to related parties

(c) XTBARETTFE

Six months ended 30 June

BiZ 6 A30HLKEAHE
2020 2019
2020 F 2019 4F
RMB’000 RMB000

AR¥T AREFIT
(Unaudited) (Unaudited)

(REER) (RIEEZ)

Sunshine Ji‘ao D

443 -
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28. IMPACTS OF COVID-19 OUTBREAK

76

The outbreak of Coronavirus Disease 2019 ("COVID-19") brought
unprecedented challenges and added uncertainties to the
economy. COVID-19 may affect the Group's financial
performance and position mainly in the sales price and revenue
from sales of gas, the turnover time of the trade and other
receivables, and the carrying value of the Group’s long-lived
assets. Since the outbreak of COVID-19, the Group kept
continuous attention on the situation of the COVID-19 and
reacted actively to its impact on the financial position and
operating results of the Group. As at the date on which this set of
interim financial information is authorised for issue, the Group's
financial performance and position has no material adverse
impact arising from the outbreak of COVID-19.
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28. COVID-19 /&3 1Y &2

2019 4F 37 U 55 K 75 & ([ COVID-19]) #
IBBGOBTE R TR AREME - 1
BINT RETEM - COVID-19 7] e &

EEMMBERRMTEARR  FBRR
EEREERNEEERMBEERA - UK
B N N L Ath FE Uk B Y R e R DA R AR £
ERHAEEMRABES - B COVID-19
BB - REBFERE COVID-19 1)
1B - 75 % e L AR I AR
MEERRNTE - BEAPHUBE
B ERE B - COVID-19 % 7K &= & ¢ 81
BRRMP B REEATFIFE -
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