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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to its 
accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

AAG Energy Holdings Limited
亞美能源控股有限公司

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 2686)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2015

FINANCIAL SUMMARY

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Revenue 278,747 144,997
Other income 74,324 83,391
Profit from operations 137,391 124,673
EBITDA 208,700 167,184
Adjusted EBITDA 248,497 169,918
Profit for the period 89,981 83,896
Basic and diluted earnings per share (RMB per share) 0.03 0.03

As at
30 June

2015
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

Property, plant and equipment 2,313,660 2,129,261
Cash and cash equivalents 932,139 1,099,673
IPO proceeds in-transit 1,543,798 –
Total assets 5,174,134 3,494,872
Total equity 4,454,916 2,803,001
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RESULTS

The board (the “Board”) of directors (the “Directors”) of AAG Energy Holdings Limited (the 
“Company”) is pleased to announce the unaudited condensed consolidated interim results of 
the Company and its subsidiaries (collectively, the “Group”) for the six months ended 30 
June 2015, together with the comparative figures for the same period last year as follows:

BUSINESS REVIEW AND PROSPECTS

During the first half of 2015 (“1H2015”), the Group’s gross gas production increased by 63% 
to 250.4 million cubic meters (“mmcm”) (8.8 billion cubic feet (“bcf”)) compared with the 
first half of 2014 (“1H2014”); our gross gas sales volume increased by 128% to 208.4 mmcm 
(7.4 bcf), compared with the 1H2014. The Group’s average realized gas price increased 4% to 
RMB1.77 per cubic meter.

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

Realized net sales revenue was up by 92.2% to RMB278.7 million from the 1H2014 despite a 
decrease in the PSC allocation rate from 94% for the 1H2014 to 80% for the 1H2015 due to 
full recovery of exploration cost at the end of 2014. Profit from operations increased by 10.2% 
to RMB137.4 million. EBITDA increased by 24.8% to RMB208.7 million, whilst Adjusted 
EBITDA increased from RMB169.9 million to RMB248.5 million in the 1H2015, representing 
a 46.2% increase.

Included in the 1H2014 results is the first time recognition of VAT refund (since it was the 
first time China United Coalbed Methane Corporation, Ltd. (“CUCBM”) started to distribute 
VAT refund after local government approved CUCBM’s application and wired the first VAT 
refund to CUCBM) totaling RMB63.6 million comprising RMB45.7 million for the years 2008 
to 2013 and RMB17.9 million for the six months ended 30 June 2014, and non-cash share 
based compensation expenses of RMB2.7 million. Included in the 1H2015 results are non-
cash share-based compensation expenses of RMB21.2 million and one-time expenses related 
to the initial public offering (“IPO”) of RMB18.6 million. After excluding (i) VAT refund of 
RMB45.7 million for the years 2008 to 2013 and IPO-related expenses such as non-cash 
share-based compensation expenses of RMB2.7 million included in the 1H2014 results; and 
(ii) one-time IPO expenses of RMB18.6 million and other IPO-related expenses such as non-
cash share-based compensation expenses of RMB21.2 million included in 1H2015 results, our 
normalized profit from operations increased 116.8% to RMB177.2 million and our normalized 
adjusted EBITDA increased 100.0% to RMB248.5 million.
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The Group has achieved significant progress towards certain key operational objectives during 
the 1H2015:

•	 Panzhuang	production	update

Panzhuang gross production, from all 52 wells in operation, increased by 67% to 241.8 
mmcm (8.5 bcf) in the 1H2015 compared with the 1H2014. Production in the 1H2015 was 
14% higher than the second half of 2014. Sales utilization rate improved to 99.4% in the 
1H2015, which compares to 92.4% sales utilization rate experienced in the second half of 
2014 and 73.1% compared to the 1H2014.

•	 Panzhuang	drilling	and	surface	facilities

A total of 6 compression uplift projects have been completed year to date in Panzhuang 
which have combined for incremental gross production uplift of 140,000 m3/day (4.9 
million cubic feet “mmcf”)/day. Total gross expenditure for these compression projects 
was RMB27 million. The Company intends to complete 6 more similar projects in the 
second half of 2015.

Drilling in Panzhuang recently concluded for a short change of rigs. We have contracted 
2 rigs to resume drilling in the end of August, and another 2 rigs to begin drilling in early 
September. Year to date, 10 horizontal wells have been drilled. By year end, it is expected 
that the program will have drilled 21 horizontal wells, of which 19 should be in 
production.

Panzhuang also has 11 vertical pad drilled well (“PDW”) type wells which are in the 
process of being completed and should begin production in the third quarter of 2015.

•	 Mabi	pilot	program	update

In respect of pilot production well testing in northern area of Mabi block, the first well 
pad comprising of 7 directional-vertical wells has been fracture stimulated and put into 
operation in May 2015. Among the 7 wells, 2 wells have started to show gas flow. The 
remaining 5 directional-vertical wells in the pad have been under pumping operations to 
further lower bottom hole pressure to gas desorption pressure.

Completion continues on 33 existing PDW vertical wells in Mabi. To date, 4 have been 
completed and have started the de-watering process. The Company expects 2 fracturing 
fleets to move into Mabi during August to resume hydraulic fracturing effects on the 
remaining 29 wells.

•	 Mabi	ODP	progress

The submission and approval of the Overall Development Plan (“ODP”) is one of the 
most important key milestone for the commercialization of CBM projects. During the 
1H2015, significant progresses have been made on the Mabi ODP I approval, including 
several key associated approvals which are required by the National Development and 
Reform Commission of the People’s Republic of China (“NDRC”) as pre-conditions for 
ODP submission, and include the Environmental Impact Assessment (“EIA”), which has 
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been reviewed and completed by the county and city level authorities, and has been 
submitted to Shanxi Bureau of Environmental Protection for final review and approval. 
For the land-use pre-checking, the review by county, city and provincial land bureaus 
have been completed and the application has been filed to Ministry of Land and Resources 
in July 2015 for final review and approval. Under the current progress made on the Mabi 
ODP I approval, the Group expects to finalize the Mabi ODP I Report and associated key 
approvals by the end of the third quarter of 2015. We expect our partner China National 
Petroleum Corporation will make submission to the NDRC for final review and approval 
subsequently.

•	 Mabi	exploration	program	update

For the drilling of new exploration wells, 3 exploration wells were drilled in the north-
western area of Mabi concession, and relevant important geological data for reserve 
upgrade and CBM reservoir have been collected, such as overburden of coal seams, coal 
thickness and gas content, etc. 5 exploration wells have been under drilling based on the 
annual exploration plan, and we expect to collect more geological data from these wells.

For reserve upgrade, 4 exploration wells are under production test (targeting in coal 
seams 2, 3, 9 and 15) with the gas rates qualified for further reserve upgrade. Another 7 
exploration wells have been under producing operation. We expect our exploration 
program will further enhance our geological understanding of the concession for the 
expanding of the Group’s reserve base and the commercial development of the 
concession.

OUTLOOK FOR 2015

Our full year 2015 plan comprises of 42 single lateral horizontal (“SLH”) production wells 
and 17 exploration wells. In the second half of 2015, 29 SLH wells and 9 exploration wells 
remain to be drilled. For the six months ended 30 June 2015, the Group has incurred capital 
expenditure of RMB216.1 million (equivalent to 20.1% of total full year budget on capital 
expenditure). Our full year gross production expectation is 550 mmcm (19.4 bcf) subject to 
anticipated project execution and related government approvals.

For the second half of 2015, the Group will continue to pursue further development of 
Panzhuang and development preparation of Mabi. Panzhuang will focus on production 
enhancement of the current production wells and drilling of new production wells, and Mabi will 
focus on improving the performance of pilot wells, as well as facilitating the relevant approvals 
from authorities associated to the Mabi ODP I. The NDRC announced in 1H2015 to adjust the 
non-residential gas price, which include an increase in non-residential legacy gas price by 
RMB0.04/cubic meter, and a decrease in non-residential incremental gas price by RMB0.44/
cubic meter. According to the NDRC, the adjustment is for the purpose of unification of the 
natural gas price in China for a more market driven natural gas pricing system from the 
previously regulated natural gas pricing system. In terms of gas consumption in non-residential 
sector, the Henan market we currently supply to relies much more on legacy gas than 
incremental gas. The adjustment of natural gas price in 1H2015 will encourage the utilization of 
natural gas by industry and commercial sector and benefit the upstream development of natural 
gas and CBM in the long term.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF
COMPREHENSIVE INCOME

Six months ended
30 June

2015 2014
Note RMB’000 RMB’000

(Unaudited) (Unaudited)

Revenue 5 278,747 144,997
Other income 6 74,324 83,391
Other gains 77 15
Operating expenses
 Depreciation and amortisation (71,309) (42,511)
 Employee benefit expenses (74,261) (34,081)
 Materials, services and logistics (60,336) (20,206)
 Others (9,851) (6,932)

  

Total operating expenses (215,757) (103,730)
  

Profit from operations 137,391 124,673
  

Interest income 1,977 1,301
Finance costs (3,699) (3,221)
Exchange gains/(losses) 5,096 (17,452)

  

Finance income/(costs), net 7 3,374 (19,372)
  

Profit before income tax 8 140,765 105,301
Income tax expense 9 (50,784) (21,405)

  

Profit for the period 89,981 83,896
  

Total profit attributable to:
Owners of the Company 89,981 83,896

Other comprehensive income:
Items that may be reclassified subsequently
 to profit or loss
Currency translation differences (2,049) (1,293)

  

Total comprehensive income for the period 87,932 82,603
  

Total comprehensive income attributable to:
Owners of the Company 87,932 82,603

  

Earnings per share attributable to the owners
 of the Company (RMB)
 — Basic 14 0.03 0.03
 — Diluted 14 0.03 0.03
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

As at As at
30 June 31 December

2015 2014
Note RMB’000 RMB’000

(Unaudited) (Audited)

ASSETS
Non-current assets
Property, plant and equipment 2,313,660 2,129,261
Land use rights 12,688 12,829
Intangible assets 9,975 5,013

  

2,336,323 2,147,103
  

Current assets
Inventories 1,256 1,078
Trade and other receivables 10 360,618 247,018
IPO proceeds in-transit 11 1,543,798 –
Cash and cash equivalents 11 932,139 1,099,673

  

2,837,811 1,347,769
  

Total assets 5,174,134 3,494,872
  

EQUITY
Equity attributable to owners of the Company
Share capital 2,032 511
Capital surplus 4,416,833 2,856,420
Retained earnings/(Accumulated deficits) 36,051 (53,930)

  

Total equity 4,454,916 2,803,001
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As at As at
30 June 31 December

2015 2014
Note RMB’000 RMB’000

(Unaudited) (Audited)

LIABILITIES
Non-current liabilities
Asset retirement obligations 6,558 6,363
Borrowings 12 364,165 362,280
Deferred tax liabilities 26,005 6,789

  

396,728 375,432
  

Current liabilities
Trade and other payables 13 290,922 243,327
Current income tax liabilities 31,568 73,112

  

322,490 316,439
  

Total liabilities 719,218 691,871
  

Total equity and liabilities 5,174,134 3,494,872
  

Net current assets 2,515,321 1,031,330
  

Total assets less current liabilities 4,851,644 3,178,433
  

CONDENSED CONSOLIDATED INTERIM BALANCE SHEET (CONTINUED)
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

Six months ended
30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Cash flows from operating activities
Cash generated from operations 72,173 141,465
Interest paid (11,437) (11,584)

  

Net cash generated from operating activities 60,736 129,881
  

Cash flows from investing activities
Purchase of property, plant and equipment
 and intangible assets (216,083) (212,199)
Proceeds from disposal of property,
 plant and equipment 87 15
Interest received 2,095 1,458

  

Net cash used in investing activities (213,901) (210,726)
  

Cash flows from financing activities
Proceeds from shareholder loans – 224,302
Cash paid for listing expenses (10,844) –
Finance costs paid (3,599) (5,523)

  

Net cash (used in)/generated from
 financing activities (14,443) 218,779

  

Net (decrease)/increase in cash and
 cash equivalents (167,608) 137,934
Cash and cash equivalents at beginning
 of the period 1,099,673 209,194
Exchange gains on cash and cash equivalents 74 1,628

  

Cash and cash equivalents at end of the period 932,139 348,756
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2015

1. GENERAL INFORMATION

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

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

The Overall Development Plan of the Panzhuang concession was approved by the National Development 
and Reform Commission of the People’s Republic of China on 28 November 2011, which allowed the 
Panzhuang concession to enter into the commercial development phase. As at 30 June 2015, Mabi 
concession was still in exploration phase.

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

The Reorganisation involved the followings:

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

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

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

The Company’s initial public offering (“IPO”) of its shares on the Main Board of the Stock Exchange of 
Hong Kong Limited was completed on 23 June 2015.
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2. BASIS OF PREPARATION

This condensed consolidated interim financial information for the six months ended 30 June 2015 has been 
prepared in accordance with Hong Kong Accounting Standard 34 (“HKAS 34”), “Interim Financial 
Reporting”. The condensed consolidated interim financial information should be read in conjunction with 
the annual financial statements for the year ended 31 December 2014, which have been prepared in 
accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute 
of Certified Public Accountants (the “HKICPA”).

Immediately prior to and after the Reorganisation, the Listing Business is mainly conducted through AAGI 
and its subsidiaries. Pursuant to the Reorganisation, the Listing Business are transferred to the Company. 
The Company has not been involved in any other business prior to the Reorganisation and do not meet the 
definition of a business. The Reorganisation is merely a reorganisation of the Listing Business with no 
change in management of such business and the ultimate owners of the Listing Business remain the same. 
Accordingly, the financial information of the companies now comprising the Group is presented using the 
carrying values of the Listing Business under AAGI and AAG Energy (China) Limited for the period ended 
30 June 2014.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the annual financial statements for the year 
ended 31 December 2014, as described in those annual financial statements.

Amendments to HKFRSs effective for the financial year ending 31 December 2015 do not have a material 
impact on the Group.

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

There are no other amended standards or interpretations that are effective for the first time for this interim 
period that could be expected to have a material impact on this Group.

4. SEGMENT INFORMATION

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

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

The measurement of results and assets of the operating segments are the same as those described in the 
summary of significant accounting policies. The CODM evaluates the performance of the operating 
segments of the PSCs based on profit before income tax, depreciation and amortisation, interest income, 
finance costs and exchange gains/(losses) (“EBITDA”).
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The segment information provided to the CODM for the reportable segments for the six months ended 30 
June 2015 is as follows:

Panzhuang
concession

Mabi
concession Total

RMB’000 RMB’000 RMB’000

(Unaudited)
For the six months ended 30 June 2015
Revenue from external customers 278,747 – 278,747

   

EBITDA 300,911 (19,004) 281,907
Other income 74,324 – 74,324
Operating expenses (117,865) (23,390) (141,255)
Depreciation and amortisation (65,693) (4,321) (70,014)
Interest income 1,937 23 1,960
Finance costs (583) (26) (609)
Exchange gains 918 4,052 4,970
Income tax expense (50,784) – (50,784)

(Unaudited)
For the six months ended 30 June 2014
Revenue from external customers 144,997 – 144,997

   

EBITDA 190,936 (15,068) 175,868
Other income 83,391 – 83,391
Operating expenses (75,867) (18,459) (94,326)
Depreciation and amortisation (38,409) (3,383) (41,792)
Interest income 480 813 1,293
Finance costs (121) (24) (145)
Exchange losses (9,262) (7,886) (17,148)
Income tax expense (21,405) – (21,405)

(Unaudited)
As at 30 June 2015
Total assets 1,800,874 1,361,110 3,161,984

   

Additions to non-current assets
 (other than deferred tax assets) 32,716 156,277 188,993

   

(Audited)
As at 31 December 2014
Total assets 1,590,489 1,233,194 2,823,683

   

Additions to non-current assets
 (other than deferred tax assets) (7,426) 307,914 300,488
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A reconciliation of EBITDA to total profit before income tax is provided as follows:

Six months ended
30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Total EBITDA for reportable segments 281,907 175,868
Headquarter overheads (73,207) (8,684)
Depreciation and amortisation (71,309) (42,511)
Interest income 1,977 1,301
Finance costs (3,699) (3,221)
Exchange gains/(losses) 5,096 (17,452)

  

Profit before income tax 140,765 105,301
  

Reportable segments’ assets are reconciled to total assets as follows:

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Total segment assets 3,161,984 2,823,683
  

Unallocated
Unallocated cash and cash equivalent 459,816 668,846
IPO proceeds in-transit 1,543,798 –
Others 8,536 2,343

  

Total assets per balance sheet 5,174,134 3,494,872
  

5. REVENUE

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

6. OTHER INCOME

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

VAT refund (i) 35,372 63,604
Government subsidy (ii) 38,952 19,787

  

74,324 83,391
  

APP:01_Job Folder:Announcement:153275 AAG Energy:E153275A_AAG Energy | 3rd Proof | <P:20/8/2015_04:07>
Staff No.:<R12> | 210mmx280mm | P.12/30 | S:20/8/2015_04:07 | Innotranz



– 13 –

(i) The VAT refund is granted by the PRC government according to “The Notice on Tax Policy Issued by 
The Ministry of Finance and The State Administration of Taxation on Speeding Up The Drainage of 
Coal Bed Methane” (《財政部國家稅務總局關於加快煤層氣抽採有關稅收政策問題的通知》). 
CUCBM applies for the VAT refund for Panzhuang concession. The Group has recognised its 
entitlement based on the Group’s share of CBM sold and when there is reasonable assurance that the 
amount will be received.

(ii) The subsidy is granted by the PRC government according to “The Implementation Opinions of 
Subsidies Granted by The Ministry of Finance on The Development and Utilisation of Coal Bed 
Methane” (《財政部關於煤層氣（瓦斯）開發利用補貼的實施意見》) at RMB0.2 per cubic meter of 
the CBM sold. CUCBM applies for the subsidy for Panzhuang concession. The Group has recognised 
its entitlement based on the Group’s share of CBM sold and when there is reasonable assurance that 
the amount will be received.

7. FINANCE INCOME/(COSTS), NET

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Interest expense of bank borrowings (14,090) (12,540)
Bank loan commitment fee (3,538) (3,076)
Accretion expenses of asset retirement obligations (161) (145)

  

Subtotal (17,789) (15,761)
Less: amounts capitalised on qualifying assets 14,090 12,540

  

Finance costs (3,699) (3,221)

Interest income 1,977 1,301
Exchange gains/(losses) 5,096 (17,452)

  

Finance income/(costs), net 3,374 (19,372)
  

8. PROFIT BEFORE INCOME TAX

Profit before income tax was determined after charging the following:

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Listing expenses 18,645 –
Operating lease rental expenses 4,508 2,842
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9. INCOME TAX EXPENSE

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Current income tax (31,568) (31,266)
Deferred income tax (19,216) 9,861

  

(50,784) (21,405)
  

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

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

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

Corporate income tax in the PRC is calculated based on the statutory profit or loss of branches established 
in the PRC, after adjusting certain income and expense items, which are not assessable or deductible for 
income tax purposes. According to the PRC Corporate Income Tax Law promulgated by the PRC 
government, the tax rate for the Company’s PRC branches is 25%.

The tax on the Group’s profit before income tax differs from the theoretical amount that would arise using 
the statutory tax rate as follows:

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Profit before income tax 140,765 105,301
Tax expense calculated at applicable statutory tax rates (53,419) (28,445)
Tax losses with no deferred income tax assets recognised (4,767) (6,304)
Expenses not deductible for taxation purposes (1,441) (2,557)
Income not subject to tax 8,843 15,901

  

Income tax expense (50,784) (21,405)
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10. TRADE AND OTHER RECEIVABLES

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Trade receivables
 — due from external customers 71,300 46,947
 — due from CUCBM (note a) – 36,930
Notes receivable (note b) 63,500 29,500
Government grants receivables (note c)
 — Due from government 161,094 86,770
 — Due from CUCBM 21,150 21,150
Due from CUCBM for cash calls (note d) 22,103 14,566
Prepaid expenses, deposits and others 28,668 18,352

  

367,815 254,215
Less: provision for impairment (7,197) (7,197)

  

360,618 247,018
  

Notes:

(a) Trade receivables due from CUCBM represent the cash collected from external customers and 
deposited into CUCBM’s bank account on behalf of the Group, which is jointly managed by CUCBM 
and SAEI.

(b) Notes receivables are bank acceptances with maturity dates within six months.

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

(d) This represents CUCBM’s share of the cash calls for the development costs of Panzhuang concession 
yet to be received from CUCBM.

(1) Ageing analysis

Gross trade receivables — due from external customers

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Within 6 months 64,103 39,750
1 to 2 years – –
2 to 3 years – 5,719
Over 3 years 7,197 1,478

  

71,300 46,947
  

The trade receivables are due upon billing.
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(2) Movement of bad debt provision

Six months ended 30 June
2015 2014

RMB’000 RMB’000
(Unaudited) (Unaudited)

Beginning of the period 7,197 –
Additions – 7,197

  

End of the period 7,197 7,197
  

(3) As of 30 June 2015, the carrying amounts of trade and other receivables approximated their fair 
values.

11. IPO PROCEEDS IN-TRANSIT AND CASH AND CASH EQUIVALENTS

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

IPO proceeds in-transit (Note) 1,543,798 –
  

Cash and cash equivalents
— Cash on hand 330 2,454
— Cash at banks 931,809 1,097,219

  

932,139 1,099,673
  

Note: IPO proceeds in-transit represents funds raised from our IPO and the Listing on 23 June 2015. As at 
30 June 2015, these funds were kept by one of our IPO Joint Book Runners, China International 
Capital Corporation Hong Kong Securities Limited, and our receiving bank under the Company’s 
IPO nominee, Horsford Nominees Limited, pending transfer to the Company.

12. BORROWINGS

As at 
30 June

As at 
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Bank borrowings wholly repayable within 5 years 364,165 362,280
Less: current portion – –

  

Non-current portion 364,165 362,280
  

Annual interest rate LIBOR+5.25% LIBOR+5.25%
Annual effective interest rate 6.89% 6.89%
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(i) The Group has the following undrawn borrowing facilities:

As at 
30 June

As at 
31 December

2015 2014
US$’000 US$’000

(Unaudited) (Audited)

Expiring between 1 to 5 years 28,000 38,000
  

(ii) As at 30 June 2015, the fair value of borrowings approximated to RMB364 million (31 December 
2014: RMB362 million).

(iii) Borrowings represent the utilised portion of a US$100 million reserve-based banking facility.

(iv) Subsequent to 30 June 2015, the Group obtained a new US$250 million reserve-based banking facility 
and pre-paid the original US$100 million facility (Note 16).

13. TRADE AND OTHER PAYABLES

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Trade payables 8,436 14,285
Accrued drilling costs and other expenses 252,132 209,780
Social securities and other payables 30,354 19,262

  

290,922 243,327
  

The ageing analysis of trade payables were as follows:

As at
30 June

As at
31 December

2015 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Within 6 months 6,543 13,374
6 months to 1 year 1,595 585
1 to 2 years 269 325
2 to 3 years 29 1

  

8,436 14,285
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14. EARNINGS PER SHARE

(a) Basic

The basic earnings per share is calculated by dividing the profit attributable to owners of the Company 
by the weighted average number of ordinary shares in issue during the six months ended 30 June 2015.

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

Six months ended 30 June
2015 2014

(Unaudited) (Unaudited)

Profit attributable to owners of the Company (RMB’000) 89,981 83,896
Weighted average number of ordinary basic shares in issue
 (Thousands) 2,683,971 2,658,208

  

Basic earnings per share (RMB) 0.03 0.03
  

(b) Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares 
outstanding to assume conversion of all dilutive potential ordinary shares. The Company has share 
options outstanding which are potentially dilutive.

Six months ended
30 June 2015
(Unaudited)

Profit attributable to owners of the Company RMB’000 89,981

Weighted average number of ordinary shares in issue (Thousands) 2,683,971
Adjustments for assumed conversion of share options (Thousands) 74,167

 

Weighted average number of ordinary shares for diluted earnings per share
 (Thousands) 2,758,138

 

Diluted earnings per share (RMB) 0.03
 

As at 30 June 2014, the Company did not have any dilutive potential ordinary shares outstanding. 
Accordingly, the diluted earnings per share is the same as basic earnings per share.

15. DIVIDENDS

No dividend has been paid or proposed by the Company during the six months ended 30 June 2015.

16. SUBSEQUENT EVENTS

On 8 July 2015, SAEI entered into a six-year US$250 million reserve-based banking facility with various 
banks. On 16 July 2015, SAEI drew down part of the new US$250 million reserve-based facility to prepay 
the original US$100 million reserve-based facility.
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MANAGEMENT DISCUSSION AND ANALYSIS

REVIEW OF OPERATING RESULTS

For the Year Ended 30 June
2015 2014

RMB’000 RMB’000

Gas sales 278,747 144,997
— Panzhuang 278,747 144,997
— Mabi – –

VAT refund 35,372 63,604
— Panzhuang 35,372 63,604
— Mabi – –

Subsidy income 38,952 19,787
— Panzhuang 38,952 19,787
— Mabi – –

Other gains, net 77 15

Operating expenses (215,757) (103,730)
 Depreciation and amortisation (71,309) (42,511)
 Employee benefit expenses (74,261) (34,081)
 Materials, services and logistics (60,336) (20,206)
 Others (9,851) (6,932)

Panzhuang (117,865) (75,867)
 Depreciation and amortisation (65,693) (38,409)
 Employee benefit expenses (24,705) (18,756)
 Materials, services and logistics (21,990) (16,357)
 Others (5,477) (2,345)

Mabi (23,390) (18,459)
 Depreciation and amortisation (4,321) (3,383)
 Employee benefit expenses (11,270) (8,049)
 Materials, services and logistics (5,458) (3,760)
 Others (2,341) (3,267)

Headquarters (74,502) (9,404)
 Depreciation and amortisation (1,295) (719)
 Employee benefit expenses (38,286) (7,276)
 Materials, services and logistics (32,888) (89)
 Others (2,033) (1,320)
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For the six months ended 
30 June

2015 2014
RMB’000 RMB’000

EBITDA 208,700 167,184
— Panzhuang 300,911 190,936
— Mabi (19,004) (15,068)

Profit from operations 137,391 124,673

Interest income 1,977 1,301
Finance costs (3,699) (3,221)
Exchange (loss)/gain 5,096 (17,452)
Finance (costs)/income — net 3,374 (19,372)

Profit before income tax 140,765 105,301
Income tax expenses (50,784) (21,405)
Profit for the period 89,981 83,896

Attributable to owners of the Company 89,981 83,896
  

Six Months Ended 30 June 2015 Compared to Six Months Ended 30 June 2014

Revenue. Our Revenue increased by RMB133.7 million, or 92.2%, from RMB145.0 million 
for the six months ended 30 June 2014 to RMB278.7 million for the six months ended 30 June 
2015. This increase was due to an increase in net sales volume from 3.029 bcf (85.8 mmcm) 
for the six months ended 30 June 2014 to 5.573 bcf (157.9 mmcm) for the six months ended 
30 June 2015, and an increase in the average realized price from CBM sales from RMB1.69 
per cubic meter (US$7.80 per mcf) to RMB1.77 per cubic meter (US$8.16 per mcf), which 
was partially offset by a decrease in PSC allocation rate from 94.0% for the six months ended 
30 June 2014 to 80.0% for the six months ended 30 June 2015, after exploration costs had 
been fully recovered in December 2014. The increase in net sales volume was largely because 
of increased production from existing wells after the implementation of production 
enhancements such as pressure optimization.

For the six months ended
30 June

2015 2014

Gross sales volume (bcf) 7.356 3.222
Net sales volume (bcf) 5.573 3.029
Accumulative number of producing wells 52 49
Average realized selling price
 RMB per cubic meter 1.77 1.69
 US$ per mcf 8.16 7.80
Revenue (RMB’000) 278,747 144,997
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Subsidy income. We had subsidy income of RMB19.8 million and RMB39.0 million for the 
six months ended 30 June 2014 and 2015, respectively, due to the increase in sales volume.

VAT refund. VAT refund for the six months ended 30 June 2014, being the first time 
recognition of VAT refund (since it was the first time CUCBM started to distribute VAT 
refund after local government approved CUCBM’s application and wired the first VAT refund 
to CUCBM), included RMB45.7 million for the years 2008 to 2013 and RMB17.9 million for 
the six months ended 30 June 2014. For the six months ended 30 June 2015, we had VAT 
refund of RMB35.4 million. After exclusion of the VAT refund for the years 2008 to 2013 
included in the six months ended 30 June 2014, our VAT refund increased by RMB17.5 
million, or 97.4% due to the increase in sales volume.

Other gains, net. Our other gains increased by RMB62,088 or 419.5%, from RMB14,800 for 
the six months ended 30 June 2014 to RMB76,888 for the six months ended 30 June 2015, 
primarily due to the disposal of scrap materials at Mabi.

Operating expenses. Our operating expenses increased by RMB112.1 million, or 108.0%, 
from RMB103.7 million for the six month ended 30 June 2014 to RMB215.8 million for the 
six months ended 30 June 2015, primarily due to increases in depreciation and amortization as 
a result of increased production at Panzhuang, increased employee salary and benefits 
primarily due to the non-cash share-based compensation expense and increased labour costs, 
and increased materials, services and logistics expenses mainly due to expenses related to our 
IPO, headquarters’ feasibility studies, more wells put into production and additional boosters 
and compressors installed in 2014 and 2015.

•	 Depreciation and amortisation. Our depreciation and amortisation increased by RMB28.8 
million, or 67.7%, from RMB42.5 million for the six months ended 30 June 2014 to 
RMB71.3 million for the six months ended 30 June 2015, largely because production 
volume increased at Panzhuang by 66.9%, from 5.115 bcf (144.9 mmcm) for the six 
months ended 30 June 2014 to 8.537 bcf (241.8 mmcm) for the six months ended 30 June 
2015.

•	 Employee benefit expenses. Our employee benefit expenses increased by RMB40.2 
million, or 117.9%, from RMB34.1 million for the six months ended 30 June 2014 to 
RMB74.3 million for the six months ended 30 June 2015. The increase in employee 
benefit expenses was primarily due to (i) increase in non-cash share-based compensation 
expense in headquarters totaling RMB21.2 million, (ii) increased headcount, pay raises 
and bonuses at Panzhuang and Mabi as a result of an increased production activities, and 
(iii) increased headcount, pay raises and bonuses at headquarters.

•	 Materials, services and logistics. Our materials, services and logistics expenses increased 
by RMB40.1 million, or 198.6%, from RMB20.2 million for the six months ended 30 
June 2014 to RMB60.3 million for the six months ended 30 June 2015, primarily due to 
expenses related to our IPO totaling RMB18.6 million, headquarters’ feasibility studies of 
RMB11.8 million, and increased operating costs at Panzhuang associated with more wells 
put into production and additional boosters and compressors installed in 2014 and 2015.
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•	 Administrative and others. Our administrative and other expenses increased by RMB2.9 
million, or 42.1%, from RMB6.9 million for the six months ended 30 June 2014 to 
RMB9.9 million for the six months ended 30 June 2015, mainly due to office supplies 
purchased for Panzhuang’s new office building which came into use at the end of year 
2014, as well as office rental and related expenses incurred for the new Hong Kong 
office.

EBITDA. Our EBITDA increased from RMB167.2 million for the six months ended 30 June 
2014 to RMB208.7 million for the six months ended 30 June 2015. This increase was 
primarily due to an increase in revenues and subsidy income, which was offset by reduction in 
the PSC allocation rate from 94.0% for the six months ended 30 June 2014 to 80.0% for the 
six months ended 30 June 2015, increased operating expenses, and reduction in VAT refund 
as we recognized VAT refund of RMB45.7 million from 2008 to 2013 in the six months ended 
30 June 2014. Included in the EBITDA of RMB167.2 million for the six months ended 30 
June 2014 is the first time recognition of VAT refund for years from 2008 to 2013 totaling 
RMB45.7 million, and non-cash share-based compensation expenses of RMB2.7 million. 
Included in the EBITDA of RMB208.7 million for the six months ended 30 June 2015 are 
non-cash share-based compensation expenses of RMB21.2 million and one-time expenses of 
RMB18.6 million related to our IPO. After excluding (i) VAT refund for the years 2008 to 
2013 , non-cash share-based compensation expenses included in the six months ended 30 June 
2014; and (ii) non-cash share-based compensation expenses and one-time IPO expenses 
included in the six months ended 30 June 2015, our normalized adjusted EBITDA is 
RMB124.2 million and RMB248.5 million for the six months ended 30 June 2014 and 2015, 
respectively, or an increase of RMB124.3 million or 100.0% for the six months ended 30 June 
2015. Panzhuang’s EBITDA increased from RMB190.9 million for the six months ended 30 
June 2014, to RMB300.9 million for the six months ended 30 June 2015. Included in 
Panzhuang’s EBITDA for the six months ended 30 June 2014 is the first time recognition of 
VAT refund for years from 2008 to 2013. Panzhuang’s EBITDA for the six months ended 30 
June 2015 increased due to increased sales volume and higher average realized selling price 
combined with higher subsidy income, which was partially offset by reduction is PSC 
allocation rate, reduction in VAT refund, and higher operating expenses. Mabi’s EBITDA was 
negative RMB15.1 million for the six months ended 30 June 2014 and negative RMB19.0 
million for the six months ended 30 June 2015 since it was still in the exploration stage during 
both periods.

Profit from operations. As a result of the foregoing, our profit from operations improved by 
RMB12.7 million from a profit of RMB124.7 million for the six months ended 30 June 2014 
to a profit of RMB137.4 million for the six months ended 30 June 2015. This increase was 
primarily due to an increase in revenues and subsidy income, which was offset by reduction in 
the PSC allocation rate from 94.0% for the six months ended 30 June 2014 to 80.0% for the 
six months ended 30 June 2015, increased operating expenses, and decrease in VAT refund as 
we recognized VAT refund of RMB45.7 million from 2008 to 2013 in the six months ended 
30 June 2014. Included in profit from operations of RMB124.7 million for the six months 
ended 30 June 2014 are the first time recognition of VAT refund for the years 2008 to 2013 
totaling RMB45.7 million, and non-cash share-based compensation expenses of RMB2.7 
million. Included in the profit from operations of RMB137.4 million for the six months ended 
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30 June 2015 are non-cash share-based compensation expenses of RMB21.2 million and one-
time expenses of RMB18.6 million related to our IPO. After excluding (i) VAT refund for the 
years 2008 to 2013, and non-cash share-based compensation expenses included in the six 
months ended 30 June 2014; and (ii) non-cash share-based compensation expenses and one-
time IPO expenses included in the six months ended 30 June 2015, our normalized profit from 
operations is RMB81.7 million and RMB177.2 million for the six months ended 30 June 2014 
and 2015, respectively, or an increase of RMB95.5 million or 116.8% for the six months 
ended 30 June 2015.

Interest income. Our interest income increased by RMB676,262, or 52.0%, from RMB1.3 
million for the six months ended 30 June 2014 to RMB2.0 million for the six months ended 30 
June 2015, primarily due to interest earned from increased cash and fixed deposit balances.

Finance costs. Our finance costs increased by RMB477,704, or 14.8%, from cost of RMB3.2 
million for the six months ended 30 June 2014 to cost of RMB3.7 million for the six months 
ended 30 June 2015, mainly due to withholding tax paid on interest charged under loan facility 
agreement.

Exchange gains/(losses). Our foreign exchange translation gains/losses changed by RMB22.6 
million, from a loss of RMB17.5 million for the six months ended 30 June 2014, to a gain of 
RMB5.1 million for the six months ended 30 June 2015, primarily from movements in foreign 
exchange rates resulting in foreign currency translation gains or losses due to intercompany 
loan provided by us to our subsidiaries which is denominated in U.S. dollars while local books 
and records are denominated in Renminbi.

Profit before income tax. Our profit before income tax improved by RMB35.5 million from a 
profit of RMB105.3 million for the six months ended 30 June 2014 to a profit of RMB140.8 
million for the six months ended 30 June 2015, mainly because of an increase in revenues and 
subsidy income, offset by reduction in the PSC allocation rate from 94.0% for the six months 
ended 30 June 2014 to 80.0% for the six months ended 30 June 2015, increase in operating 
expenses, and decrease in VAT refund as we recognized VAT refund of RMB45.7 million 
from 2008 to 2013 in the six months ended 30 June 2014. Included in profit before income tax 
of RMB105.3 million for the six months ended 30 June 2014 are the first time recognition of 
VAT refund for the years 2008 to 2013 totaling RMB45.7 million, and non-cash share-based 
compensation expenses of RMB2.7 million. Included in the profit before income tax of 
RMB140.8 million for the six months ended 30 June 2015 are non-cash share-based 
compensation expenses of RMB21.2 million and one-time expenses of RMB18.6 million 
related to our IPO. After excluding (i) VAT refund for the years 2008 to 2013, and non-cash 
share-based compensation expenses included in the six months ended 30 June 2014; and (ii) 
non-cash share-based compensation expenses and one-time IPO expenses included in the six 
months ended 30 June 2015, our normalized profit before income tax is RMB62.3 million and 
RMB180.6 million for the six months ended 30 June 2014 and 2015, respectively, or an 
increase of RMB118.3 million or 189.6% for the six months ended 30 June 2015.
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Income tax expense. Our income tax expense increased by RMB29.4 million, or 137.3%, from 
RMB21.4 million for the six months ended 30 June 2014 to RMB50.8 million for the six 
months ended 30 June 2015 given the increase in profit before income tax. Income tax expense 
is calculated based on Panzhuang’s taxable profit. Mabi had no income tax expense given it is 
still in the exploration stage and had no taxable profit.

Profit for the period. Our profit for the period increased by RMB6.1 million from profit for 
the period of RMB83.9 million for the six months ended 30 June 2014 to profit for the period 
of RMB90.0 million for the six months ended 30 June 2015 primarily due to an increase in 
revenue and subsidy income, which was offset by reduction in the PSC allocation rate from 
94.0% for the six months ended 30 June 2014 to 80.0% for the six months ended 30 June 
2015, increased operating expenses, and a decrease in VAT refund as we recognized VAT 
refund of RMB45.7 million from 2008 to 2013 in the six months ended 30 June 2014. Included 
in profit for the period of RMB83.9 million for the six months ended 30 June 2014 are the 
first time recognition of VAT refund for the years 2008 to 2013 totaling RMB45.7 million, 
and non-cash share-based compensation expenses of RMB2.7 million. Included in the profit 
for the period of RMB90.0 million for the six months ended 30 June 2015 are non-cash share-
based compensation expenses of RMB21.2 million and one-time expenses of RMB18.6 
million related to our IPO. After excluding (i) VAT refund for the years 2008 to 2013, and 
non-cash share-based compensation expenses included in the six months ended 30 June 2014; 
and (ii) non-cash share-based compensation expenses and one-time IPO expenses included in 
the six months ended 30 June 2015, our normalized profit for the period is RMB40.9 million 
and RMB129.8 million for the six months ended 30 June 2014 and 2015, respectively, or an 
increase of RMB88.9 million or 217.0% for the six months ended 30 June 2015.

LIQUIDITY AND CAPITAL RESOURCES

Our primary sources of funding during the six month period ended 30 June 2015 include cash 
generated from operating activities and bank borrowings. As of 31 December 2014 and 30 
June 2015, we had long-term liabilities of RMB362.3 million and RMB364.2 million, 
respectively, all of which were non-current secured U.S. dollar bank borrowings which carried 
interest at floating rate, and represent the drawn portion of the US$100 million reserve-based 
facility from The Hongkong and Shanghai Banking Corporation Limited and Standard 
Chartered Bank Limited (“Original US$100 million Reserve-Based Facility”).

On 8 July 2015, Sino-American Energy, Inc (“SAEI”) entered into a new six-year US$250 
million reserve-based facility with The Hongkong and Shanghai Banking Corporation Limited, 
Standard Chartered Bank (Hong Kong) Limited, Bank of Communication Ltd, Offshore 
Banking Unit and Societe Generale, Singapore Branch and on 16 July 2015 (“New US$250 
million Reserve-Based Facility”), SAEI successfully drew down part of the New US$250 
million Reserve-Based Facility to prepay and replace the Original US$100 million Reserve-
Based Facility.
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Cash Flows

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

For the six months ended
30 June

2015 2014
RMB’000 RMB’000

Net cash generated from operating activities 60,736 129,881
Net cash used in investing activities (213,901) (210,726)
Net cash (used)/generated from financing activities (14,443) 218,779
Net (decrease)/increase in cash and cash equivalents (167,608) 137,934
Cash and cash equivalents at beginning of period 1,099,673 209,194
Exchange gains on cash and cash equivalents 74 1,628

  

Cash and cash equivalents at end of the period 932,139 348,756
  

IPO proceeds in-transit 1,543,798 –
  

Operating Activities

Net cash generated from operating activities was RMB60.7 million for the six months ended 
30 June 2015 largely due to profit before income tax of RMB140.8 million, depreciation and 
amortisation of RMB71.3 million, non-cash share-based compensation expense of RMB21.2 
million, and RMB18.6 million of IPO-related listing expenses. These were offset by an 
increase in trade and other receivables of RMB110.1 million mainly due to the increase of 
receivables for sales revenue, subsidy income and VAT refund, decrease in trade and other 
payables of RMB68.6 million, and interest paid of RMB11.4 million mainly for the interest 
paid under the Original US$100 million Reserve-Based Facility.

Investing Activities

Net cash used in investing activities was RMB213.9 million for the six months ended 30 June 
2015 mainly for the purchase of property, plant and equipment of RMB216.1 million, 
primarily for payment of construction for Panzhuang’s new office building, more wells 
drilled, boosters and compressors, gas gathering stations and power construction for the 
development of the Panzhuang concession, and the exploration of the Mabi concession, offset 
by interest received of RMB2.1 million.

Financing Activities

Net cash used in financing activities was RMB14.4 million for the six months ended 30 June 
2015 mainly due to RMB10.8 million of IPO-related listing expenses paid during the period, 
and RMB3.6 million mainly for the commitment fee paid for unutilized portion of the Original 
US$100 million Reserve-Based Facility.
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Cash and Cash Equivalents, IPO Proceeds In-Transit

We had cash and cash equivalents of RMB348.8 million and RMB932.1 million as of 30 June 
2014 and 2015, respectively. Our cash and cash equivalents consist of cash on hand and 
deposits with banks.

IPO proceeds in-transit represents funds raised from our IPO and the listing of our shares on 
the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 23 
June 2015. As at 30 June 2015, these funds were kept by one of our IPO Joint Book Runners, 
China International Capital Corporation Hong Kong Securities Limited, and our receiving 
bank under the Company’s IPO nominee, Horsford Nominees Limited, pending transfer to the 
Company. On 10 July, 2015, we received in our bank account HK$228.0 million (RMB179.8 
million) being the IPO proceeds in-transit from the Hong Kong Public Offer held by the 
receiving bank, and we expect to receive the remaining balance of IPO proceeds in-transit 
during the week of 24 August 2015.

EBITDA, ADJUSTED EBITDA AND NORMALIZED ADJUSTED EBITDA

We provide a reconciliation of EBITDA, adjusted EBITDA and normalized adjusted EBITDA 
to profit for the period, our most directly comparable financial performance calculated and 
presented in accordance with HKFRS. EBITDA refers to earnings before interest income, 
finance costs, income tax and depreciation and amortisation. Adjusted EBITDA refers to 
EBITDA adjusted to exclude non-cash expenses such as share-based compensation expenses, 
provision for bad debt and other non-cash or non-recurring expenses such as listing expenses 
related to the IPO. Normalized adjusted EBITDA refers to adjusted EBITDA normalized to 
exclude VAT refund for 2008 to 2013 included in the six months ended 30 June 2014.

We have included EBITDA, adjusted EBITDA and normalized adjusted EBITDA as we 
believe EBITDA is a financial measure commonly used in the oil and gas industry. We believe 
that EBITDA, adjusted EBITDA and normalized adjusted EBITDA are used as supplemental 
financial measures by our management and by investors, research analysts, bankers and 
others, to assess our operating performance, cash flow and return on capital as compared to 
those of other companies in our industry, and our ability to take on financing. However, 
EBITDA, adjusted EBITDA and normalized adjusted EBITDA should not be considered in 
isolation or construed as alternatives to profit from operations or any other measure of 
performance or as an indicator of our operating performance or profitability. EBITDA, 
adjusted EBITDA and normalized adjusted EBITDA fail to account for tax, finance income, 
finance costs and other non-operating cash expenses such as listing expenses related to the 
IPO.
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The following table presents a reconciliation of EBITDA, adjusted EBITDA and normalized 
adjusted EBITDA to profit for each period indicated.

For the six months ended
30 June

2015 2014
RMB’000 RMB’000

Reconciliation of net profit for the period to EBITDA:
Profit for the period 89,981 83,896
 Income tax expense 50,784 21,405
 Interest income (1,977) (1,301)
 Finance costs (1,397) 20,673
 Depreciation and amortisation 71,309 42,511

  

EBITDA 208,700 167,184
  

 Share-based compensation expenses (non-cash) 21,152 2,734
 Listing expenses 18,645 –

  

Adjusted EBITDA 248,497 169,918
  

 VAT refund for 2008 to 2013 included in the
  six months ended 30 June 2014 – (45,688)

  

Normalized	adjusted	EBITDA 248,497 124,230
  

The Group’s EBITDA increased by RMB41.5 million, or 24.8%, from RMB167.2 million for 
the six months ended 30 June 2014 to RMB208.7 million for the six months ended 30 June 
2015. The increase was primarily due to the increase in revenue and subsidy income, which 
was offset by reduction in the PSC allocation rate from 94.0% for the six months ended 30 
June 2014 to 80.0% for the six months ended 30 June 2015, increased operating expenses, and 
a decrease in VAT refund as we recognized VAT refund of RMB45.7 million from 2008 to 
2013 for the six months ended 30 June 2014.

The Group’s adjusted EBITDA increased by RMB78.6 million, or 46.2%, from RMB169.9 
million for the six months ended 30 June 2014 to RMB248.5 million for the six months ended 
30 June 2015. This increase was due to the reasons explained above for the increase in 
EBITDA, and increased non-cash share-based compensation expenses and one-time IPO 
related expenses included in the six months ended 30 June 2015.

After excluding (i) VAT refund for the years 2008 to 2013, and non-cash share-based 
compensation expenses included in the six months ended 30 June 2014; and (ii) non-cash 
share-based compensation expenses and one-time IPO expenses included in the six months 
ended 30 June 2015, our normalized adjusted EBITDA is RMB124.2 million for the six 
months ended 30 June 2014 and RMB248.5 million for the six months ended 30 June 2015. 
Accordingly, our normalized adjusted EBITDA increased RMB124.3 million or 100.0% for 
the six months ended 30 June 2015.
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FINANCIAL RISK MANAGEMENT

(a) Financial risk factors

The Group’s activities expose it to a variety of financial risks: credit risk, market risk 
(including foreign exchange risk and cash flow interest rate risk), liquidity risk and 
concentration risk. The Group’s overall risk management programme focuses on the 
unpredictability of financial markets and seeks to minimise potential adverse effects on 
the Group’s financial performance. 

We did not use any financial instruments for hedging purpose.

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 2014.

There have been no changes in the risk management policies since the year end of 2014.

(b) Liquidity risk

Compared to 31 December 2014, there were no material changes in the contractual 
undiscounted cash out flows for financial liabilities.

ACQUISITION AND DISPOSAL OF SUBSIDIARIES

The Group had no material acquisition or disposal of subsidiaries or associated companies 
during the six months ended 30 June 2015.

EMPLOYEES

As at 30 June 2015, the Company had 587 employees, with 64 based in Beijing, 521 based in 
Jincheng, 1 based in Henan and 1 based in Hong Kong. There have been no material changes 
to the information disclosed in the Company’s prospectus dated 11 June 2015 (the 
“Prospectus”) in respect of the remuneration of employees, remuneration policies and staff 
development. As of 30 June 2015, the number of outstanding share options granted by the 
Company to its Directors and employees is 246,220,412 shares.

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the listing of the Company (after deducting underwriting fee and 
relevant expenses) amounted to approximately RMB1,517.9 million. As of 30 June 2015, none 
of the proceeds had been utilised. The net proceeds will be used for the same purpose as set 
out in the section headed “Future Plans and Use of Proceeds — Use of Proceeds” in the 
Prospectus.
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INTERIM DIVIDEND

The Board does not recommend any interim dividend for the six months ended 30 June 2015.

COMPLIANCE WITH THE CORPORATE GOVERNANCE PRACTICES

The Group 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 as 
its own code of corporate governance. Since the listing of the Company on 23 June 2015 (the 
“Listing Date”) to 30 June 2015, the Company has complied with all the code provisions of 
the CG Code and adopted most of the best practices set out therein, except for the following 
deviation:

Code provision A.6.4 of the CG Code stipulates that the Company must establish guidelines 
no less exacting than the “Model Code for Securities Transactions by Directors of Listed 
Issuer” for relevant employees in respect of their dealings in the Company’s securities. Since 
the Company was newly listed on 23 June 2015, the Company has not established such 
guidelines during the reporting period. To comply with the CG Code, the Company has 
adopted the “Model Code for Securities Transactions by the Relevant Employees” on 6 August 
2015.

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

The Company has adopted the “Model Code for Securities Transactions by Directors of Listed 
Issuer” contained in Appendix 10 to the Listing Rules (the “Model Code”) as its code of 
conduct for directors’ securities transactions. Having made specific enquiry with the Directors, 
all of the Directors confirmed that they have complied with the required standard as set out in 
the Model Code since the Listing Date to 30 June 2015.

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

Neither the Company nor its subsidiaries has purchased, sold or redeemed any of the 
Company’s listed securities during the period from the Listing Date to 30 June 2015.

COMPOSITION OF THE BOARD AND BOARD COMMITTEES

The composition of the Board, the audit committee, the nomination committee and the 
remuneration committee of the Company remain the same as set out in the Prospectus.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL STATEMENTS

The Board has established an audit committee (the “Audit Committee”) which comprises two 
independent non-executive Directors and a non-executive Director, namely Dr. Tin Yau 
Kelvin Wong (chairman), Mr. Robert Ralph Parks and Mr. Gordon Sun Kan Shaw.
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The Audit Committee has reviewed the unaudited condensed interim results of the Group for 
the six months ended 30 June 2015.

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”.

PUBLICATION OF THE INTERIM RESULTS AND 2015 INTERIM REPORT ON THE 
WEBSITES OF THE STOCK EXCHANGE AND THE COMPANY

This interim results announcement is published on the websites of the Stock Exchange 
(www.hkexnews.hk) and the Company (www.aagenergy.com).

The Company’s 2015 interim report containing all the information required under the Listing 
Rules will be dispatched to the shareholders of the Company and will be published on the 
respective websites of the Stock Exchange and the Company in due course.

Certain figures included in this announcement have been subject to rounding adjustments. Any 
discrepancies are due to rounding.

By order of the Board
AAG Energy Holdings Limited

Stephen Xiangdong Zou
Chairman

Hong Kong, 19 August 2015

As of the date of this announcement, the executive Director is Stephen Xiangdong Zou; the 
non-executive Directors are Peter Randall Kagan, Gordon Sun Kan Shaw, Zhen Wei, Zhijie 
Zeng, Lei Jin, Guiyong Cui and Bo Bai; and the independent non-executive Directors are 
Yaowen Wu, Robert Ralph Parks, Tin Yau Kelvin Wong and Fredrick J. Barrett.
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