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MAJOR TRANSACTION
IN RELATION TO
FINANCE LEASE ARRANGEMENT

FINANCE LEASE ARRANGEMENT

On 25 July 2019, Qinshui Energy, a direct wholly-owned subsidiary of the Company
entered into, among other things, the Finance Lease Agreement with CIMC, pursuant to
which (i) Qinshui Energy conditionally agreed to sell and CIMC conditionally agreed
to purchase the Equipment for a total consideration of RMB50,000,000 (approximately
HK$56,085,000); and (ii) Qinshui Energy conditionally agreed to lease from CIMC, and
CIMC conditionally agreed to lease to Qinshui Energy, the Equipment for a total lease
consideration of RMB58,320,000 (approximately HK$65,417,500) by two tranches, each
for a term of 36 months by monthly installments inclusive of interest, with a lump sum
payment of contract performance bond in the sum of RMB5,000,000 (approximately
HK$5,608,500) and handling fee in the sum of RMB750,000 (approximately HK$841,200).
The lease consideration may be adjusted according to the floating lending interest rate to
be promulgated by PBC from time to time.

GEM LISTING RULES IMPLICATIONS

As the applicable percentage ratios of the Finance Lease Arrangement exceed 25% but
less than 100%, the Finance Lease Arrangement constitutes a major transaction on the
part of the Company under Chapter 19 of the GEM Listing Rules. Therefore, the Finance
Lease Arrangement is subject to the requirements of announcement and the approval of
the Shareholders by way of poll at the EGM. In the event of Shareholders not passing the
relevant resolutions at the EGM, the Group is required to refund the contract sum received
in full together with payment of interests, and respective parties shall cancel the asset
pledge and terminate the Finance Lease Arrangement.

To the best of the knowledge, information and belief of the Directors, having made all
reasonable enquiries, no Shareholder has any interest in the Finance Lease Arrangement
and no Shareholder is required to abstain from voting at the EGM.




A circular containing, among other things, further details of the Finance Lease
Arrangement is expected to be dispatched to the Shareholders no later than 20 December
2019 for the Company requires additional time to prepare and finalise the information to
be contained in the circular.

THE FINANCE LEASE AGREEMENT
Date

25 July 2019

Parties
Lessee: Qinshui Energy, a direct wholly-owned subsidiary of the Company
Lessor: CIMC. To the best of the Directors’ knowledge, information and belief,

having made all reasonable enquiries, CIMC, a company principally engaged
in the business of financial leasing, and its ultimate beneficial owners are
Independent Third Parties.

Pursuant to the Finance Lease Agreement, (i) Qinshui Energy conditionally agreed to sell
and CIMC conditionally agreed to purchase the Equipment for a total consideration of
RMB50,000,000 (approximately HK$56,085,000); and (ii) Qinshui Energy conditionally
agreed to lease from CIMC, and CIMC conditionally agreed to lease to Qinshui Energy, the
Equipment for a total lease consideration of RMB58,320,000 (approximately HK$65,417,500)
by two tranches, each for a term of 36 months by monthly installments inclusive of interest,
with a lump sum payment of contract performance bond in the sum of RMB5,000,000
(approximately HK$5,608,500) and handling fee in the sum of RMB750,000 (approximately
HK$841,200). However, the lease consideration may be adjusted according to the floating
lending interest rate to be promulgated by PBC from time to time as detailed in the paragraph
headed “Consideration for the lease of Equipment” below.

Subject matter

The Equipment to be sold by Qinshui Energy to CIMC and thereafter to be leased by Qinshui
Energy from CIMC pursuant to the Finance Lease Arrangement. These equipment and
facilities are mainly for purpose of liquefying natural gas in the LNG factory of the Group
located in Qinshui, Shanxi Province, PRC.

Lease period

The lease consideration would be payable to CIMC by Qinshui Energy by monthly
installments and the lease will be divided into two tranches, each for a term of 36 months,
commencing on the date that the relevant lease payment be paid by Qinshui Energy tentatively
upon the execution of the certificate for the transfer of ownership of the Equipment.



Consideration for the sale of the Equipment

The consideration payable by CIMC to Qinshui Energy for the purchase of the Equipment is
RMB50,000,000 (approximately HK$56,085,000) which shall be settled within five business
days upon receipt of the valid certificate for the transfer of the ownership of the Equipment by
CIMC and the completion of the registration of the pledges.

Consideration for the lease of the Equipment

The total lease consideration of the Equipment payable by Qinshui Energy to CIMC is
RMB58,320,000 (approximately HK$65,417,500), which will be leased by two tranches,
each for a term of 36 months by monthly installments inclusive of interest, with a lump
sum payment of contract performance bond in the sum of RMB5,000,000 (approximately
HK$5,608,500) and handling fee in the sum of RMB750,000 (approximately HK$841,200)
which shall be directly deducted from the First Payment and the Second Payment. The lease
consideration may be adjusted according to the floating lending interest rate to be promulgated
by PBC from time to time, that is, the said annual lease interest rate shall be increased/
decreased by the same percentage point of change of the floating lending interest rate to be
promulgated by PBC from time to time.

Qinshui Energy shall pay an amount of RMBS5,000,000 (approximately HK$5,608,500) as
contract performance bond to CIMC which shall be directly deducted from the First Payment
payable by CIMC to Qinshui Energy. If Qinshui Energy commits any breach causing penalty
or damages, CIMC will deduct such penalty and damages from the warranty money. Qinshui
Energy has the option to set off any outstanding lease consideration against the warranty
money and any balance thereof will be refunded to Qinshui Energy without interest upon
expiry of the lease period.

The consideration under the Finance Lease Agreement (including the consideration for the
sale of the Equipment and the consideration for the lease of the Equipment) was determined
after arm’s length negotiations between Qinshui Energy and CIMC with reference to the
prevailing market price and rate for finance leases of comparable Equipment. It is expected
that the funding of the lease consideration will be financed by the Company’s internal
financial resources.

The Directors (including the independent non-executive Directors) consider that the terms of
the Finance Lease Agreement are fair and reasonable and on normal commercial terms and are
in the interest of the Company and the Shareholders as a whole.

SHAREHOLDERS’ APPROVAL

The Finance Lease Agreement and the transactions contemplated thereunder constitute a major
transaction of the Company. Therefore, the Finance Lease Agreement and the transactions
contemplated thereunder are subject to, among other things, the requirements of announcement
of the GEM Listing Rules and the approval of the Shareholders by way of poll at the EGM.



Ownership

Subject to Qinshui Energy having duly and satisfactorily performed all its obligations under,
and upon the expiry of, the Finance Lease Agreement, Qinshui Energy has an option to
purchase the Equipment from CIMC for the Nominal Purchase Price of RMB100 each.

Pledges and Guarantees

It was agreed between the parties to the Finance Lease Agreement that Qinshui Energy shall
pledge Assets I to CIMC to secure due payment by Qinshui Energy under the Finance Lease
Agreement.

On 25 July 2019, each of the Company, Luoyang Shunhe, Guangxi Beiliu, Yangcheng Shun
An, Hebei Shuntai, Yangcheng Huiyang and Shanxi Yangcheng entered into a guarantee
in favour of CIMC to secure due payment by Qinshui Energy to CIMC in accordance with
the Finance Lease Agreement. Each of the guarantees will take effect upon the Company
obtaining all necessary or appropriate approval and consent as may be required by it as a
company listed on GEM. The relevant subsidiaries of the Group will also provide collaterals
in favour of CIMC to secure due payment by Qinshui Energy to CIMC under the Finance
Lease Arrangement.

According to the Finance Lease Agreement, CIMC shall have the right to require additional
guarantees in the circumstances where (i) the credibility of Qinshui Energy or its guarantors
has dropped; or (ii) the value of the pledged assets has dropped; or (iii) other circumstances
arise rendering it reasonable for CIMC to require additional protection.

THE SHARE PLEDGE AGREEMENT

In connection with the Finance Lease Arrangement, the Company entered into the Share
Pledge Agreement on 25 July 2019, pursuant to which the Company conditionally agreed
to pledge its shareholding in Qinshui Energy in favour of CIMC to secure due payment
by Qinshui Energy in accordance with the Finance Lease Agreement. The Share Pledge
Agreement shall take effect upon the Company obtaining all necessary or appropriate approval
and consent as may be required by it as a company listed on GEM.

INFORMATION OF THE GROUP

The Group is principally engaged in the sale of natural gas in the PRC. As at the date of this
announcement, the Company has 1,319,484,000 Shares in issue and options to subscribe for
32,119,074 Shares granted under the share option scheme of the Company.

INFORMATION OF CIMC
To the best of the Directors’ knowledge, information and belief, having made all reasonable

enquiries, CIMC, a company principally engaged in the business of financial leasing, and its
ultimate beneficial owners are Independent Third Parties.
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REASONS FOR AND BENEFITS OF THE FINANCE LEASE ARRANGEMENT

The funds from Finance Lease Arrangement will be used for the acquisition of new equipment
and manufacturing.

The Directors (including the independent non-executive Directors) are of the opinion that the
Finance Lease Arrangement was entered into on normal commercial terms after arm’s length
negotiation and the terms of the Finance Lease Arrangement are fair and reasonable and in the
interests of the Company and the Shareholders as a whole.

None of the Directors has any material interest in the Finance Lease Arrangement and
is required to abstain from voting on the board resolutions approving the Finance Lease
Arrangement.

GEM LISTING RULES IMPLICATIONS

As the applicable percentage ratios of the Finance Lease Agreement and the transactions
contemplated thereunder exceed 25% but less than 100%, the Finance Lease Agreement
and the transactions contemplated thereunder constitutes a major transaction on the part of
the Company under Chapter 19 of the GEM Listing Rules. Therefore, the Finance Lease
Agreement and the transactions contemplated thereunder are subject to, among other things,
the requirements of announcement and the approval of the Shareholders by way of poll at the
EGM. In the event of Shareholders not passing the relevant resolutions at the EGM, the Group
is required to refund the contract sum received in full together with payment of interests, and
respective parties shall cancel the asset pledge and terminate the Finance Lease Arrangement.

To the best of the knowledge, information and belief of the Directors, having made all
reasonable enquiries, no Shareholder has any interest in the Finance Lease Arrangement and
no Shareholder is required to, among other things, abstain from voting at the EGM.

A circular containing, among other things, further details of the Finance Lease Arrangement
is expected to be dispatched to the Shareholders no later than 20 December 2019 for the
Company requires additional time to prepare and finalise the information to be contained in
the circular.

REASONS FOR NOT RELEASING ANNOUNCEMENT IN TIME

Qinshui Energy signed the relevant Finance Lease Agreement on 25 July 2019. At that
time, Qinshui Energy was in the opinion that such Finance Lease Agreement was normal
commercial finance agreement, and its terms were on normal commercial terms and in the
interests of the Company and Shareholders as a whole. Accordingly, Qinshui Energy was also
not aware of implications of the Finance Lease Arrangement under the GEM Listing Rules.
Therefore, Qinshui Energy did not draw the attention of the Directors to such transaction
particularly.



Until recently, the Company has been informed about the implications of such Finance
Lease Arrangement under the GEM Listing Rules after having sought professional advices.
Therefore, this announcement was not made in accordance with the GEM Listing Rules in
time.

Remedial actions taken

In avoidance of the recurrence of similar events, the Board and management has immediately
taken various measures to reinforce the internal control and external communication in
relation to the approval procedure with all related individuals; and provided training for
management in order to strengthen their awareness of related rules and regulations for
contracts and agreements.

The Directors has instructed the management to take all necessary measures to ascertain all the
Finance Lease Arrangement of the Group and ensure such transactions are in full compliance
with the GEM Listing Rules. The management has also reviewed the relevant records of the
Group and ensured there are no other arrangements or transactions of the Company that failed
to fully comply with the GEM Listing Rules.

The Directors have reviewed the relevant contracts, and the Directors (including the
independent non-executive Directors) consider that the terms of the transactions are fair and
reasonable and on normal commercial terms and are in the interest of the Company and the
Shareholders as a whole.

The Directors are of the view that failing to publish announcement in accordance with the
GEM Listing Rules in a timely manner is a singleton event, and undertake to avoid the
recurrence of similar events in future.

DEFINITIONS

In this announcement, the following terms shall have the meanings set out below, unless the
context otherwise requires:

“Assets I” properties situated at Lizhuang Village, Jiafeng Town, Qinshui
County, Pucheng City, Shanxi Province, the PRC (111 VG & & 3k
T 7K B4 5% W 81245 1A ) and the Equipment

“Board” the board of Directors

“CIMC” HAEMEMHEARA R (CIMC Capital Ltd.), a company
established in the PRC with limited liability

“Company” China CBM Group Company Limited, a company incorporated
in the Cayman Islands and continued in Bermuda with limited
liability, the issued Shares of which are listed on GEM



“connected person(s)”

GGEGM”

“Equipment”
“Director(s)”

“Finance Lease Agreement”

“Finance Lease
Arrangement”

“GEM’?
“GEM Listing Rules”
‘GGroup,’

“Guangxi Beiliu”

“Hebei Shuntai”

“Hong Kong”

“Independent Third
Party(ies)”

‘CLNG”

has the meaning ascribed thereto in the GEM Listing Rules

an extraordinary general meeting of the Company to be
convened and held for the purpose of considering, and if
thought fit, approving, among other things, the Finance Lease
Agreement and the transactions contemplated thereunder

certain liquefied natural gas equipment (LNG& fb %£ & i)
the director(s) of the Company

the conditional finance lease agreement entered into between
Qinshui Energy and CIMC on 25 July 2019 in relation to the
sale and lease of the Equipment

the finance lease arrangement contemplated, among other
things, under the Finance Lease Agreement

the GEM of the Stock Exchange
the Rules Governing the Listing of Securities on GEM
the Company and its subsidiaries

JE& PE L A R A FR/A Al (Guangxi Beiliu Gas Company
Limited), a company established in the PRC with limited
liability and indirectly owned as to 97.5% by the Company

AL 25 BE VR A FR /A 7] (Hebei Shuntai Energy Resource
Company Limited), a company established in the PRC with
limited liability and a directly wholly-owned subsidiary of the
Company

the Hong Kong Special Administrative Region of the PRC

any person or company and their respective ultimate beneficial
owner(s) (if applicable) which, to the best of the Directors’
knowledge, information and belief having made all reasonable
enquiries, are third parties independent of the Company and its
connected persons (as defined in the GEM Listing Rules)

liquefied natural gas



“Luoyang Shunhe”

“Mr. Wang”

“Nominal Purchase Price”

‘CPBC”

“PRC” or “China”

“Qinshui Energy”

“Shanxi Yangcheng”

“Share(s)”

“Shareholder(s)”

“Share Pledge Agreement”

“Stock Exchange”

B NEA e VR A PR~ 7] (Luoyang Shunhe Energy Company
Limited), a company established in the PRC with limited
liability and indirectly wholly-owned subsidiary of the Company

Mr. Wang Zhong Sheng, an executive Director and substantial
Shareholder of the Company

the nominal purchase price of RMB100 each by which Qinshui
Energy has an option to purchase the Equipment from CIMC
upon expiry of the lease period under the Finance Lease
Agreement

W A R4ER1T (People’s Bank of China)

the People’s Republic of China which for the purpose of
this announcement, excludes Hong Kong, the Macau Special
Administrative Region of the PRC and Taiwan

LU P 0 7K IE 2% BR VR 5% 8 A PR A 7] (Shanxi Qinshui Shuntai
Energy Development Company Limited), a company established
in the PRC with limited liability and a direct wholly-owned
subsidiary of the Company

LU 7Y [ I 2% BE U5 95 2 A PR3 7] (Shanxi Yangcheng Shuntai
Energy Development Company Limited), a company established
in the PRC with limited liability and a directly wholly-owned
subsidiary of the Company

the share(s) of HK$0.01 each in the share capital of the
Company

the holder(s) of the Share(s)

the conditional share pledge agreement entered into between
the Company and CIMC on 25 July 2019

The Stock Exchange of Hong Kong Limited



“Yangcheng Huiyang” 5 305 5 2 55 BT B VR 45 ' A PR A F] (Yangcheng Huiyang New
Energy Development Company Limited), a joint venture
company established in the PRC with limited liability and
owned as to 60% by the Group, 20% by LI P4 5 3k 5 2= 4 [
BHEHAM /A (Shanxi Yangcheng Yangtai Group Industrial
Company Limited), a company established in the PRC with
limited liability, and 20% by H M 5= 5 A IR 0l iRk 85 A B2 7
(Zhengzhou Zhencheng Energy Technology Service Company
Limited), a company established in the PRC with limited
liability, respectively

“Yangcheng Shun An” 5 IR AR NE £ S i 5 48 A7 BR /A F] (Yangcheng Shun An Gathering
Pipeline Company Limited), a company established in the PRC
with limited liability and an indirectly wholly-owned subsidiary
of the Company

In this announcement, the English names of the PRC entities or enterprises are translation of
their Chinese names solely for the purpose of illustration. In the event of any inconsistency,
the Chinese names shall prevail.

For the purpose of this announcement and solely for the purpose of illustration, all amounts
in RMB are translated into HK$ at an exchange rate of RMB 0.8915: HK$1.

By order of the Board
China CBM Group Company Limited
WANG ZHONG SHENG
Executive Director

Hong Kong, 4 November 2019

As at the date hereof, the executive Directors are Mr. Wang Zhong Sheng and Mr. Chang
Jian, the non-executive Directors are Mr. Wang Chen, Mr. Liang Feng and Mr. Wu Kun, and
the independent non-executive Directors are Mr. Lau Chun Pong, Mr. Xu Yuan Jian and Mr.
Wang Zhi He.

This announcement, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the Listing
of Securities on the GEM of the Stock Exchange for the purpose of giving information with
regard to the Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief the information contained in this announcement is
accurate and complete in all material respects and not misleading or deceptive; and there are
no other matters the omission of which would make any statement herein or this announcement
misleading.

This announcement will remain on the “Latest Company Announcements” page of the GEM
website for at least 7 days from the date of its posting.
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