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1. Introduction

This report is provided in relation to Canada’s Fighting Against Forced Labour and Child Labour
in Supply Chains Act (the “Act”) and related guidance from Public Safety Canada, for the reporting
period of January 1, 2023, to December 31, 2023. The Report outlines the steps Loyal Energy
(Canada) Operating Ltd. has taken for the reporting period to prevent and detect modern slavery

within its activities and supply chain.

Modern slavery — which includes servitude, forced labour and human trafficking — is a crime and
a serious violation of human rights. It is contrary to our company’s values and our respect for the
people who are part of, and contribute to, Loyal Energy (Canada) Operating Ltd (“Loyal Energy”
or “Loyal”). As our company grows, and our insight into modern slavery risk deepens, Loyal is
working to adapt and strengthen our existing due diligence.

Preventing our involvement in modern slavery - Ensuring that Loyal operates in a transparent,
ethical, and accountable manner is at the very heart of Loyal Energy’s purpose: creating
prosperity and opportunity for generations to come. Loyal Energy’s core values of integrity, safety,
agility, collaboration, and caring guide the conduct and daily behavior of each member of Loyal
Energy’s team, our officers, and our directors. In equal measure, Loyal seeks out business partners
who are not only aligned with our core values, but who understand their meaning and
fundamental importance to who Loyal is and what Loyal stands for. At Loyal Energy, we prohibit
all forms of forced labour and child labour (hereafter referred to as Modern Slavery) within our
operated business activities—inclusive of our supply chain, vendors, and partners.

Preventing and addressing our own involvement in modern slavery is central to our sustainability
approach; including our commitment to running a safe, responsible and profitable business.
Loyal has set clear expectations that our employees and suppliers (including contractors and
agents) should be alert to possible involvement in modern slavery and should work to prevent
and address it.

2. Structure, business

Loyal Energy is a privately held oil and gas exploration and production (E&P) company operating
in Alberta, Canada.
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3. Supply chain

Our suppliers include businesses that supply goods and services to our organisation, including to
our offices and to the sites Loyal Energy owns or operates in Alberta. This includes sites where
Loyal is the operator of a Joint Venture (JV).

in total, Loyal Energy procure goods and services from more than 100 suppliers. The suppliers
Loyal engages include businesses that provide services, such as engineering, drilling services,
maintenance and construction.

Joint ventures -The nature of investment in oil and gas means that Loyal Energy jointly owns
some assets as a partner in joint venture with third parties. Where Loyal is the designated
operator for the joint venture, Loyal Energy will have a greater influence over the conduct and
management of the joint venture operations, including the protection of labour rights and
prevention of modern slavery.

4. Policies and standards in relation to modern slavery

in early 2023 the Company developed our Code of Conduct, Loyal commits to conduct our
activities in a manner that respects individual human rights. Loyal does not tolerate child, forced
or bonded labour in any of our operations or by suppliers working for us. A breach of the
principles set out in our Code of Conduct may result in the termination of a business relationship
or an employee dismissal.

Loyal Energy makes every effort, to make sure our suppliers, have the same stance to prevent
our activities from having a negative impact on human rights. If they do occur, Loyal Energy will
take steps to remedy the situation. Loyal Energy expects suppliers to hold their own sub
contractors or suppliers to the same standards. These commitments apply to all Loyal Energy
employees, contract staff and business partners, including joint ventures where Loyal Energy is
the designated operator. Where Loyal Energy does not have operational control, best efforts are
made to influence the adoption of equivalent practices and high standards of integrity prior to,
and during, the operation of the joint venture. Loyal has set out our expectation that everyone
working within our operations, whether directly in our business, or for suppliers, or in joint
ventures, has the right to work without being subject to abusive or inhumane practices. Loyal has
set out human rights requirements that Loyal is committed to embedding in our processes and
procedures.

Relevant policies in place in 2023 include:

* Code of Conduct

1) Anti-Bullying, Harassment and Discrimination
2) Health and Safety Policy
3) lllicit Payment
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* Whistleblowing Reporting Procedure
New policies for 2024 are:

1) Vendor Code of Conduct
5. Due diligence

in our business, Loyal Energy engages regularly with our employees by having inhouse team
learning and training sessions and open discussions with regards to the Labour Rights and
Modern Slavery Standards. Loyal will continuing to promote (both to staff and suppliers)
reporting of issues of concern through the whistleblowing reporting tool.

Loyal is focused on ensuring that we provide a workplace free from bullying, harassment,
discrimination and unfair conduct

Reporting: continue to promote a ‘speak-up’ culture so no one hesitates to report concerns.

Training and awareness-raising: Raise awareness of modern slavery across the workforce and
train key functions on modern slavery prevention.

Supplier support: Communicate to our suppliers about Modern Slavery
6. Assessing and Managing Loyal’s Risk

Under our Board’s guidance our management team has had the responsibility for ensuring that
Loyal Energy has a programme in place for mitigating the risk of modern slavery in our business
and supply chains. Key functions and roles within our business, including human resources and
operations are responsible for the implementation of our standards in our own operations, as
Loyal is managing the contracts Loyal Energy have with our suppliers.

Our business relationships Loyal considers our greatest risk for modern slavery is from our
business partners, suppliers and contractors where we depend on their standards to alien with
ours. Loyal is working on updating our MSA to make sure our standards and expectations are
clear and are included within this agreement

7. 2025 Improvements/Training

Loyal Energy will work with our suppliers so they understand what Loyal expects in their code of
Conduct with regards to the Modern Slavery Act, which will include Loyal Energy’s stance towards
labour conditions and human rights abuses.
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Loyal Energy will also continue to raise awareness of how the personnel of suppliers and business
partners can raise concerns, using the whistleblowing reporting tool, so that Loyal Energy can

encourage them to speak up if they have a concern about unethical behaviour.

Goals: progress on our commitments

Actions _ | Timeline [Status
Develop improvement plan 2024/2025 | Held an inhouse team learning and
training session. Will continue

|learning sessions in 2025

Raise awareness with workforce in 2024/2025 | Held an inhouse team learning and
respect of labour and modern slavery | training session. Will continue

risk learning sessions in 2025,

Implement a supplier’s framework on | 2024/2025 | Awareness of modern slavery risk will
awareness modern slavery risk be part of our Master Service

Agreement (MSA) - vendor code of

L conduct section B
Promote speak-up culture | 2024/2025 | On going ]

8. Assessing Loyal’s Effectiveness

Loval will assess our internal roadmap to prevent and reduce the risk of forced labour or child
labour in our business. Loyal will continue to act with honesty and integrity.

9. Approval of Attestation

In accordance with the requirements of the Act, and in particular section 11 thereof, | attest that
| have reviewed the information contained in the report for the entity or entities listed above.
Based on my knowledge, and having exercised reasonable diligence, | attest that the information
in the report is true, accurate and complete in all material respects for the purposes of the Act,
for the reporting year listed above.

Approved by the Board of Directors May 30, 2024
D /

Singed by Jianjun Cui, Director/CEO {I have the authority to bind Loyal Energy)




