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PROFIT WARNING

This announcement is made by AAG Energy Holdings Limited (the ‘‘Company’’, together

with its subsidiaries, collectively referred to as the ‘‘Group’’) pursuant to Rule 13.09(2) of

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong

Limited (the ‘‘Stock Exchange’’) (the ‘‘Listing Rules’’) and the Inside Information

Provisions (as defined under the Listing Rules) under Part XIVA of the Securities and

Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

The board of directors of the Company (the ‘‘Board’’) wishes to inform shareholders of the

Company and potential investors that, further to the disclosure in the Company’s

announcement in relation to the Group’s profit warning dated 18 January 2016 (‘‘1st Profit

Warning’’), based on the latest assessment of the unaudited management accounts of the

Group, it is expected that the Group will report more loss for the year ended 31 December

2015. This result is due principally to: (1) the non-cash deferred income tax expenses related

to the Value Added Tax (the ‘‘VAT’’) refund; and (2) the non-cash share-based

compensation expense related to the Pre-IPO Shares Option Scheme. Based on the factors

set out in the 1st Profit Warning and this profit warning announcement, it is currently

expected that the Company will report a net loss within a range of RMB53 million to

RMB65 million largely due to non-cash expenses or non-operations-related expenses.

(1) Non-cash deferred income tax expenses related to the VAT refund

In late January 2016, according to the latest verbal interpretation by relevant tax

authority, the Circular on Issues concerning the Treatment of Enterprise Income Tax on

Special-Purpose Public Finance Funds (關於專項用途財政性資金企業所得稅處理問題

的通知) applies to the VAT refund granted to us, whereby expenses and depreciation

and amortization of assets arising from the use of the Special-Purpose Public Finance

Funds shall not be deducted in the calculation of taxable income, and any unutilized

portion of the VAT refund shall be included in the total taxable income of the sixth

year from the year when the VAT refund is obtained. As a result of this new

interpretation by the tax authority, the Group has recorded corresponding deferred tax

– 1 –



liability and non-cash income tax expense arising from deferred tax of approximately

RMB38 million related to the VAT refund. Income tax expense is not included in the

calculation of EBITDA.

(2) Non-cash share-based compensation costs related to the Pre-IPO Shares Option

Scheme (‘‘Pre-IPO Options’’)

According to the vesting conditions of the Pre-IPO Options, 50% of the Pre-IPO

Options shall vest upon achieving certain KPI’s (based on (i) EBITDA; (ii) Reserves;

and (iii) All-in-unit cost) over a 3 year period. According to the draft 2015 NSAI

reserve report received in February 2016 and the latest financial information available,

the Company will achieve certain of these KPI’s for the year ended 31 December 2015,

and accordingly will record approximately RMB44 million non-cash share-based

compensation expense for 2015. The non-cash share-based compensation expense is

included in the calculation of EBITDA.

As the Company is still in the process of finalizing the annual results of the Group for the

year ended 31 December 2015, the information contained in this announcement represents

only the latest assessment based on the information and figures currently available to the

Company, and the Company’s auditors have not completed the audit or review of such

financial information or figures. Details of the Group’s annual financial results and

performance for the year ended 31 December 2015 will be disclosed as and when the annual

results of the Group for the year ended 31 December 2015 is announced.

Shareholders of the Company and potential investors are advised to exercise caution

when dealing in the shares of the Company.

On behalf of the Board

AAG Energy Holdings Limited

Stephen Xiangdong ZOU

Chairman and Executive Director
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