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CHARACTERISTICS OF THE GROWTH
ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE?”)

GEM has been positioned as a market
designed to accommodate companies to
which a higher investment risk may be
attached than other companies listed on the
Stock Exchange. Prospective investors should
be aware of the potential risks of investing in
such companies and should make the
decision to invest only after due and careful
consideration. The greater risk profile and
other characteristics of GEM mean that it is a
market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies
listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to
high market volatility than securities traded
on the Main Board of the Stock Exchange and
no assurance is given that there will be a liquid
market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and
The Stock Exchange of Hong Kong Limited take
no responsibility for the contents of this report,
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 report.

This report, for which the directors (the “Directors”)
of China Leason CBM & Shale Gas Group
Company Limited (the “Company”) collectively and
individually accept full responsibility, includes
particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing Rules”) 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 report is accurate and complete
in all material respects and not misleading or
deceptive, and that there are no other matters the
omission of which would make any statement
herein or this report misleading.

This report will remain on the “Latest Company
Announcements” page of the GEM website at
www.hkgem.com for at least seven days from the
date of its publication.
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FINANCIAL HIGHLIGHTS
MBRE

02

Turnover of the Company together with its
subsidiaries (collectively the “Group”) for the
three months ended 31 March 2012 was
approximately RMB26,923,000,
representing a decrease of 59.4% as
compared with corresponding period in the
previous financial year.

The Group realised a loss of approximately
RMB24,860,000 for the three months ended
31 March 2012.

LLoss per share of the Group was approximately
RMBO0.63 cent for the three months ended
31 March 2012.

The board of Directors (the “Board”) does
not recommend the payment of any dividend
for the three months ended 31 March 2012.
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CONDENSED CONSOLIDATED INCOME STATEMENT

BL L€

The unaudited consolidated results of the Group
for the period ended 31 March 2012 (the “Quarter”)
together with the unaudited comparative figures
for the corresponding period in 2011, respectively
were as follows: —

(Unless otherwise stated, all financial figures in this
quarterly report are denominated in Renminbi
(HRMBH))

THEREEREEREXREERRLA

—R-CFE-FRERS

AEBEREBEE_T——F=A=+
—HIEEA([AREFE]) 2 REFZ
RAE¥EE  ER-T——FRBAZ
REBEZLBRBETHINAT « —

(R AEERIN  AFERERS
N2 AERBBFAARE [AR
%1)51E)

03



CONDENSED CONSOLIDATED INCOME STATEMENT

~'|| (Continued)
‘ N . -
R4 E W 3k (1E)
Three months ended
31 March
BEZ=HA=+—HLt
=ERHE
2012 2011
—E—_F | ZF—%F
Note RMB’000 RMB’000
B 5 ARETT | AREFTT
(unaudited) (unaudited)
(REER) CREEEZ)
Turnover BT 2 26,923 66,321
Cost of sales 6 A AN (38,433) (45,655)
Gross (loss)/profit (EB) /EH (11,510) 20,666
Other revenue EH bz 2 127 935
Distribution costs 7 SHRRR (350) (3,552)
Administrative expenses 1T & [ (14,879) (8,557)
Other operating expenses £ B 4&& & 5L (56) (15)
Finance Cost MEER (1,366) (1,223)
(Loss)/Profit before B P15 B Al
income tax (E18) & F (28,034) 8,254
Income tax FriS#iIa 3 1,928 (2,643)
(Loss)/Profit for the period HifE (E518) & (26,106) 5,611
Other comprehensive HEmzmilA
income 443 —
Total comprehensive HEEm (R,
(loss)/income of LNt
the period (25,663) 5,611
04 CHINA LEASON CBM & SHALE GAS GROUP COMPANY LIMITED
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CONDENSED CONSOLIDATED INCOME STATEMENT

(Continued)
R4 E W 3k (1E)
Three months ended
31 March
BZ=A=+—HL
=EPHME
2012 2011
=EB——F | —_T——F
Note RMB’000 RMB’000
B 5 ARBTRT | ARBTT
(unaudited) (unaudited)
(REEZR) | CREFEZ)
Attributable to: FEfL -
Equity shareholders of KRARZ
the Company AR R (24,860) 5,633
Minority interest LB R M (1,246) (22)
(Loss)/Profit for the period HifE (E518) /5 7 (26,106) 5,611
Dividends attributable to ~ HifE LS
the period 4 - —
(Loss)/Earnings per share &% (&) &7
— basic (RMB — cents) — £
(ANRE—2)5 (0.63) 0.24
FEBEAERELRELREARA 05
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY

BE Y F RS

2012
og-cf
Share Convertible Non-
Share  Share  Merger Contributed  General Translation ~ option  bonds Accumulated controlling
capital premium  reserve  surplus  reserve  reserve  resevve  reserve  losses Total interests Total equity
RMB'0O0  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'O00 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000
% TER
B ROEE oHFEE #\BR REEE BERE BRERE GSGE ERER A% FERER 44
ARBTL ARBTR ARMTR ARRTR ARBTZ ARMTZ ARMTR ARKTR ARMTZ ARMTZ ARMTR ARMTR
As at 1 January #-A-8 34828 878,366 - - 1528 1528 28376 241200 (133,408) 1082422 28975 1,081,307
Lossfortheperiod ~ KHEE - - - - - - - - (24860) (4860)  (1,246) (26,106)
Exchange differences on &E £
translation of financial ~ HE#E2
statements of foreign ~ EX 8
operations - - - - - “ - - - “ - “
Recogition of EANRRLS
equity-settled share ~ RRAEE
based payments PAES - - - - - - 703 - - %3 - 793
As at 31 March HZR=t-8 34828 878,366 - - 158 1971 20169 241200 (158,268) 1,028,798 27,729 1,086,527
2011
E-£
Issued General Share - Convertible Non-
Share Share Merger Conirbuted  Reseve Tranglaion option  bonds Accumulated controling
Captel ~ Premum  Reseve  Surplus Fund  Resere  resee resenve  Losses Totdl  Inferest Total equity
RMB'O00  RMBOOO RVB'0O0 RMBOOO  RMBO00 RMB'OOD  RMBOOO RMB'000  RMBOOO  RMB0O0  RMB'OO0  RMB'0O0
-# T8k
BEARE  BROEE AHEE SAZR RBEC REHR BRERE BRBE  2nEE & FofEE  gEs
MRETT ARETT ARETT ARETR ARETT ARETT ARETT ARETR ARETT ARETT ARETT ARETR
Asat 1 January i-A-A 0081 484532 - 5160 - (703) - 16810 (1124d6) 433034 21294 454328
Issue of new share Bk 3268 70268 - - - - - - - T35 - T35%
Net Prot for he period A&7/ - - - - - - - ERE T Y - B4
As at 31 March W=RA=t-8 23049 554800 - 5160 - (703) - 15810 (1068%) 512,181 2004 533475
06 CHINA LEASON CBM & SHALE GAS GROUP COMPANY LIMITED
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NOTES:

1.

Basis of presentation of financial statements

The unaudited financial statements have been
prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong
Institute of Certified Public Accountants
(“HKICPA"). They are prepared under the historical
cost convention.

The unaudited consolidated results for the Quarter
have not been audited by the Company’s auditor,
but have been reviewed by the Company’s audit
committee. The accounting policies and basis of
preparation used in the preparation of the
unaudited consolidated results for the Quarter are
consistent with those used in the Company’s
annual financial statements for the year ended
31 December 2011.

The HKICPA has issued a number of new and
revised Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards and
Interpretations (the “new and revised HKFRS”).

The Group has not early adopted the new and
revised HKFRS that have been issued but are not
yet effective, the Group is in the process of
assessing the impact of these new and revised
HKFRS on the financial performance and financial
position of the Group.

The Group principally operates in the People’s
Republic of China (the “PRC”) with its business
activities principally transacted in RMB, the results
of the Group are therefore prepared in RMB.

Turnover, other revenue and net income

The Company is an investment holding company.
The principal activities of its subsidiaries are
manufacture and sales of liquefied coalbed gas
(including provision of liquefied coalbed gas logistic
services), sales of piped natural gas and provision
of gas supply connection services.

Turnover represents the sales value of goods
supplied and services provided to customers,
which excludes value-added and business taxes,
and is after deduction of any goods returns and
trade discounts.
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2. Turnover, other revenue and net income 2. HEEE HhWBERZFHRA

(Continued) (#&)
The amount of each significant category of revenue FANEXBRRAZSBERNW
recognised in turnover during the year is as follows: AR SREWT -

Three months ended

31 March
BE=HA=+—-H1L
=EAHMAE
2012 2011
—E-CfF —=——%
RMB’000 RMB’000

AR¥TT AR¥ETT

Turnover LK
Sales of liquefied coalbed gas &L /& & Rl E
(including provision (BRERHREEE
of liquefied coalbed gas R ARE)
logistic services) 18,586 61,045
Sales of piped natural gas H
and provision of gas REHEER RS
supply connection services 8,337 5,276
26,923 66,321
Other revenue and net income H fib I 25 K2 55 A
Interest income from RITFERZFEHA
bank deposits 10 5
Other net income EFA 117 930
127 935
3.  Income tax 3. P
(a)  Hong Kong profits tax (a) BBBREHR
Hong Kong Profit Tax is calculated at 16.5% HE-ZTE——FR=-T—
of the estimated assessable profits for the —F+-_A=+—HLF
years ended 31 December 2012 and 2011. B2 BAMEB TR
JE SR B0 FIA T K 16.5%
FTE -
No provision for Hong Kong profits tax has HARAEBRAZTERL
been made as the Group did not derive any B AT ] B E B A
income subject to Hong Kong profits tax BHZBA W EAT
during the Quarter. BREBRAIE LR -
08 CHINA LEASON CBM & SHALE GAS GROUP COMPANY LIMITED
2012 FIRST QUARTERLY REPORT




3.

Income tax (Continued)
(b) Overseas income tax

Taxes on incomes assessable elsewhere
were provided for in accordance with the
applicable tax legislations, rules and
regulations prevailing in the territories in
which the Group operates. Under the Law
of the PRC on Enterprise Income Tax (the
“EIT Law”) and the Implementation
Regulations of the EIT Law, the tax rate of
the PRC subsidiaries is 25% from 1 January
2008 onwards.

There was no significant unprovided deferred
taxation for the Quarter.

Dividends

The Board does not recommend the payment of
any dividend for the Quarter (corresponding period
in 2011: Nil).

(Loss)/earnings per share

The calculation of basic and diluted (loss)/earnings
per share for the Quarter were based on the
unaudited loss attributable to shareholders for the
Quarter of approximately RMB24,860,000
(corresponding period in 2011: profit of
approximately RMB5,633,000), and the weighted
average number of 3,942,505,023 (2011:
2,311,146,666) shares in issue of the Company.
The weighted average number of shares in issue
was calculated based on the number of shares in
issue or deemed to be in issue before placing but
after corresponding adjustments by the Company
upon capitalisation of share premium.

Diluted earnings per share

No dilutive earnings per share was presented
because there were no dilutive potential ordinary
shares in existence during the Quarter. There were
also no dilutive potential ordinary shares in
existence during the corresponding period in 2011.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEREFEWR DM

FINANCIAL REVIEW

The Group recorded a consolidated turnover of
approximately RMB26,923,000 for the Quarter,
representing a decrease of approximately 59.4%
compared with the corresponding period last year.
The decrease was mainly attributable to:

(M

)

10

the LNG plant in Qinshui County, Shanxi
Province, being shut down for major overhaul
beginning from February 2012, which was
not complete until the end of April 2012. The
management decided to shut down the LNG
plant for maintenance due to: 1) The
utilization of the LNG plant was
unsatisfactory due to the tight domestic
natural gas supply within China and the
Group experienced increasing difficulty in
sourcing natural gas feedstock for
downstream liquefaction purpose; and 2) The
LNG plant did not undertake any major
maintenance since it started operation in
2009, and the planned major overhaul was
already overdue.

The gross margin turned into negative as a
result of the significant drop in turnover
coupled with approximately RMB5,256,000
increase in amortization charges for
operating license for liquefied coalbed gas
logistics and exclusive right for piped natural
gas operation in Ruyang County. The
significant decline in turnover and profitability
adversely impacted operating cashflow
performance for the Quarter.

Bt 75 ol 8

ARERARFEREESERED
AR ¥26,923,0007T * 8 EFFH
B #)159.4% o BIBERKA ¢
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BB R2)RIERAR LK
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FINANCIAL REVIEW (Continued)

Loss attributable to shareholders for the Quarter
was approximately RMB24,860,000. It was a profit
of RMB5,633,000 in the corresponding period last
year. The reasons for the loss are as follows:

(i)

(i

(i)

(iv)

Decline in turnover of liquefied coalbed gas
business for approximately RMB42,459,000
due to major overhaul of LNG production
facilities located in Qinshui County, Shanxi
Province;

Increase in administrative expenses for
approximately RMB6,322,000 due to
increase in depreciation for property, plant
and equipment for approximately
RMB1,877,000 and non-cash share-based
payment in respect to share options granted
amounted to approximately RMB793,000,
and consultancy fee in relation to gas reserve
valuation project for approximately
RMB548,000; partly offset by

Decrease in distribution costs for
approximately RMB3,202,000 due to more
logistics services provided by Group
companies and lower sales volume for the
Quarter .

Income tax credit for approximately
RMB1,928,000, compared with income tax
charge for approximately RMB2,643,000 in
the corresponding period last year, mainly
due to the recognition of deferred tax assets
in relation to the amortization of intangible
assets.
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BUSINESS REVIEW AND
DEVELOPMENT PROSPECTS

Natural gas exploration and extraction: As at
31 March 2012, the Group completed the ground
work and drilling of 165 CBM wells, of which 45
wells were put to production or are ready for
immediate gas output. As at 31 August 2012, the
Group already completed the ground work and
drilling of 200 CBM wells, of which 80 wells were
put to production or are ready for immediate gas
output. The number of wells drilled was slightly
below the management’s previous expectation of
250 wells due to geological and technical
difficulties. However, the Group have already solved
such geological and technical issues; and we
expect to accelerate the drilling program in 2013.
We expect to complete the ground work and drilling
of 303 CBM wells by the end of year 2012 and
552 CBM wells by the end of year 2013. We expect
the additional 103 wells to be drilled before the
end of 2012 to cost for no more than RMB50
million; and the additional 249 wells planned for
drilling in 2013 to cost for no more than RMB 125
million.

The average gas production volume of the existing
80 wells is 500 cubic meter per day per well
currently and is expected to increase to 1,300
cubic meter per day per well on average by the
end of 2012. The Group’s overall gas output would
exceed 100,000 cubic meter per day by the end
of 2012 and 350,000 cubic meter per day by end
of 2013.

As the construction of the Group’s natural gas
pipeline for delivery of the gas from the production
field to the LNG plant is expected to be completed
before the end of 2012, the Group will start to
generate revenue, profit and cash flow from the
gas operation approximately the same time.
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BUSINESS REVIEW AND
DEVELOPMENT PROSPECTS (Continued)

Liquefaction operation: As at 31 March 2012,
the Group’s LNG capacity was 500,000 cubic
metre per day. However, due to the tight supply of
domestic natural gas within China, the Group
experienced increasing difficulty in sourcing natural
gas feed for its downstream liquefaction purpose,
and therefore, the utilization of our LNG plants was
low and unsatisfactory. However, the Group
expects that the above situation will improve after
the Group has started its own gas production in
the fourth quarter of 2012. Furthermore, the Group
suspended the operation of the LNG plant for an
overhaul between February 2012 and April 2012,
which resulted in the sharp decline in turnover and
operating cashflow of our Group. The LNG plant
has resumed operation since May 2012. After the
major overhaul, the Group expects the LNG plant
to become more efficient and cost effective, that
will increase the revenue, profit and cashflow
contribution to the Group in the second half of 2012
and onwards because of the increase in our gas
production supply.

The board of directors decided to undertake major
overhaul because our liquefaction business may
likely be loss making for a short period in either
cases, i.e. continuing operation at low utilization
or shut-down for overhaul. Having said that, the
directors expected the volume to pick up in the
second quarter of 2012 as the supply tightness
may ease; and the plant could ramp up the
utilization and make up the shortfall in revenue and
profit in the first quarter of 2012. Thus, the directors
believe that the overhaul did not constitute price
sensitive information, and that it is not in breach of
the obligation under GEM Rule 17.10 and not
triggered the Company’s disclosure obligations
under GEM Rule 17.10.
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BUSINESS REVIEW AND
DEVELOPMENT PROSPECTS (Continued)

Marketing and sales: In view of the strong
demand of liquefied natural gas in central China
due to the rising industrial and residential demands,
the Group developed the vertical integration
structure to supply liquefied natural gas from its
LNG plant in Qinshui County, Shanxi Province to
its customers in Henan Province through its own
distribution channel. The vertical integration
structure can reduce risk of gas supply disruption
and increase profit margins. The Group can also
decide its customer mix in order to maximize the
profit margins. The acquisition of the exclusive
natural gas operation right in Ruyang County,
Henan Province by the Group was in line with its
business strategy. The Group was able to secure
a long term demand from major users while the
Group can optimize the overall sales mix and
therefore maximize our profit margin.

However, the Group’s operations in Ruyang
Industrial Zone have not started during the year
mainly due to the delay in the completion of the
power supply system in the Ruyang Industrial Zone
which was newly constructed. The management
company of the Ruyang Industrial Zone explained
that the delay in completion of the power supply
system was due to some unforeseeable technical
and administrative difficulties, and agreed to pay
the Group a compensation income for all the losses
incurred due to the delay. After a series of
discussion and negotiation with the management
company of the Industrial Zone, the Group was
granted a before tax compensation income of
approximately RMB34 million in 2011. We have
been informed that the power supply system is
expected to be completed and starting operating
before the end of October 2012, and by then the
sales of gas to our customers will be commenced
after testing. Moreover, the Group will increase the
utilization of the LNG plant by participating in the
regional gas trading market to generate more
revenue. Nevertheless, the margin of the gas
trading business will be lower than that of the piped
natural gas business.
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LIQUIDITY, FINANCIAL RESOURCES
AND CAPITAL STRUCTURE

As at 31 March 2012, the Group had net assets of
approximately RMB1,056,526,000, including cash,
bank and deposit balances of approximately
RMB14,574,000. To minimise financial risks, the
Group implements stringent financial and risk
management strategies and avoids the use of
highly-geared financing arrangements. The Group’s
gearing ratio, calculated by the Group’s total
external borrowings divided by its shareholders’
fund, was approximately 8.2%.

Although the Group has no plan in fund raising
currently, the Group is opportunistic in obtaining
financing to further improve the cash position given
that the natural gas drilling program is capital
intensive. If the Group has adequate financing in
the future (whether it is from internal cash flow due
to increased gas sales, or from fund raising), the
Group will accelerate the drilling program. Apart
from the intended investment in upstream CBM
exploration and extraction, the Group does not
have any other plan for acquisition or investment,
disposal or scale-down of any current business.

EMPLOYEES

As at 31 March 2012, the Group has an aggregate
of 495 employees, of which 39 are research and
development staff, 100 are engineering and
customer service staff, 177 Production staff, 151
administrative staff and 28 marketing staff. During
the Quarter, the staff costs (including Directors’
remuneration) was approximately RMB5,522,000
(three months ended 31 March 2011:
approximately RMB4,796,000).
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EMPLOYEES (Continued)

The salary and bonus policy of the Group is
principally determined in accordance with the
performance of the individual employee. The Group
will on an ongoing basis, provide opportunity for
professional development and training to its
employees.

RISK IN FOREIGN EXCHANGE

The group entities collect most of the revenue and
incur most of expenditures in their respective
functional currencies. The directors of the
Company consider that the Group’s exposure to
foreign currency exchange is insignificant as the
majority of the Group’s transactions are
denominated in the functional currency of each
individual group entity.

OUTLOOK

After a series of corporate restructuring, the Group
believes that the build-out of the Group’s vertical
integration structure is almost complete and now
it is high time for the Group to move to the second
stage-the growing phase. The Group expects to
turn the business into profitable in the near future.

On the upstream exploration and production front,
the number of wells ready for gas output would
increase and the daily production per well would
rise as the wells become more mature. The Group
expects the daily gas production to exceed
100,000 cubic meter per day by the end of 2012
and 350,000 cubic meter per day by end of 2013.
On the other hand, the Group expects the
construction of the pipeline transporting gas from
its own gas fields to the LNG plants in Qinshui
County to complete by the end of 2012; after then
the Group can raise its own LNG plants utilization
by feeding more self-produced gas to the LNG
plants. More importantly, the utilization of the
downstream LNG transportation trunks and the
storage facilities would increase too. As the
demand for gas in China remains strong and the
Group’s supply constraint unleashed, the Group
expects the gas sales in the fourth quarter of 2012
and that in 2013 to grow significantly and the
profitability to improve materially.
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OUTLOOK (Continued)

In the near term, the Group will mainly focus on
upstream CBM exploration and production on the
existing gas CBM assets and may not make any
significant investment or acquisition. Meanwhile,
the Group will be opportunistic in value-accretive
upstream gas asset acquisition, if any.

NON-LEGALLY BINDING COOPERATION
AGREEMENT

On 28 February 2012, the Company entered into
a framework agreement (the “Cooperation
Agreement”) to cooperate with Longmen Hui
Cheng Investment Limited (BEFIERKIEEBR A
A]) (“Longmen Hui Cheng”). Pursuant to the
Cooperation Agreement, the Company wished to
closely co-operate with Longmen Hui Cheng in all
areas and intends to form a strategic alliance with
Longmen Hui Cheng in China’s coalbed methane
gas sector to form a vertically integrated alliance
to cover all the upstream, midstream and
downstream areas in the coalbed methane gas
value chain (the “Cooperation Project”). Both
parties have agreed that a joint working group will
be formed immediately following the signing of the
Cooperation Agreement to push forward the
subsequent signing of a formal agreement. As at
the date of this report, no binding agreement in
relation to the Cooperation Project has been
entered into and the Cooperation Project may or
may not proceed. For details, please refer to the
announcement of the Company dated 29 February
2012.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS OR
SHORT POSITIONS IN SHARES, UNDERLYING SHARES

AND DEBENTURES

EERRSITHRAERKRSG - RO RES 2 BHIK

B

As at 31 March 2012, the interests and short positions
of the Directors and chief executive of the Company
in the shares, underlying shares and debentures of
the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQO”)) as recorded in the register
required to be kept by the Company under section
352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the
required standard of dealings by directors of listed
issuers as referred to in Rule 5.46 of the GEM Listing
Rules were as follows:
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(a) Long positions in shares, underlying (a) REXTRM - HEROR
shares and debentures of the Company BHEZHR
Number of
ordinary shares/

Nature of underlying Approximate %

Name Capacity Interest shares of shareholdings

LERR/RE BRES

#E L) ERME RO #8A At

Mr. Wang Zhong Sheng  Interest of controlled  Corporate interest 120,790,000 3.06%
TRBRE corporation NEER (Note 1)
RGBS (Fit5E1)

Mr. Wang Zhong Sheng  Beneficial owner Personal  2,102,512,887 53.33%
TABRE EREAA A (Note 2)
(fits2)

Mr. Zhang Qing Lin Beneficial Owner Personal 2,500,000 0.06%
REMEE ERBEEA A (Note 3)
(fi5£3)

Mr. Feng San Li Beneficial Owner Personal 2,500,000 0.06%
B=ME4E EGEBA fEA (Note 4)
(fitt4)

Mr. Fu Shou Gang Beneficial Owner Personal 2,500,000 0.06%
SELFE: EGEBA fEA (Note 5)
(fit5Es)
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Long positions in shares, underlying
shares and debentures of the Company
(Continued)

Notes:

1.

Such shares are owned by Jumbo Lane
Investments Limited.

Mr. Wang Zhong Sheng owns 100% interest
in the issued share capital of Jumbo Lane
Investments Limited and he is taken to be
interested in the shares owned by Jumbo
Lane Investments Limited pursuant to Part
XV of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong).

Out of the 2,102,512,887 long positions,
Mr. Wang Zhong Sheng is interested as (i)
a grantee of options to subscribe for
2,500,000 shares under the share option
scheme adopted by the Company on 18
May 2011; (i) a holder of convertible bonds
convertible to 1,119,230,769 conversion
shares; and (iii) a beneficial owner of
980,782,118 issued shares of the
Company.

Mr. Zhang Qing Lin is interested as a
grantee of options to subscribe for
2,500,000 shares under the share option
scheme adopted by the Company on 18
May 2011.

Mr. Feng San Li is interested as a grantee
of options to subscribe for 2,500,000
shares under the share option scheme
adopted by the Company on 18 May 2011.

Mr. Fu Shou Gang is interested as a grantee
of options to subscribe for 2,500,000
shares under the share option scheme
adopted by the Company on 18 May 2011.
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(b) Associated corporations — interests in

(b) MHESEE—ROER

shares
Percentage of
interests in
the registered
Name of capital of the
associated Nature of associated
Director corporation Interest corporation
(EEA L ]
TRERZ
=) HEEE BB EEME ERZASL
Mr. Wang Zhong Sheng ~ Jumbo Lane Investments Personal 100%
Limited (Note 1) {EUN
FARBEE HERAEBRAT
(Bzx 1)
Note: Mt
1. Jumbo Lane Investments Limited is a 1, BEREERABIALRE

holding Company of the Group, owns
3.06% of the shareholding of the Group. Mr.
Wang Zhong Sheng owns 100% interest in
the issued share capital of Jumbo Lane
Investments Limited.

Save as disclosed above, as at 31 March 2012,
none of the Directors or chief executive of the
Company had any other interests or short positions
in any shares, underlying shares or debentures of
the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which
were required, pursuant to section 352 of the SFO,
to be entered in the register referred to therein, or
which were otherwise required, pursuant to the
required standard of dealings by directors of listed
issuers as referred to in Rule 5.46 of the GEM
Listing Rules, to be notified to the Company and
the Stock Exchange. The Group had not issued
any debentures during the Quarter.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE

INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO

As at 31 March 2012, the following persons (other
than the Directors or chief executive of the
Company as disclosed above) had an interest or
short positions in the shares and underlying shares
of the Company as recorded in the register required
to be kept by the Company under section 336 of
the SFO:

FERRRRRSOKERE
BRERBEFRHMERMIA
FRECEERARBZAL

RZE——F=ZA=+—8 " RIE
FH R E GG E336IEETEARRD
RIATHE 2 ELMETREE - T3
AT (BREXHBEZEERAR
AEREITBABRIN REARGR
M RABRNDEEERSIASE

Long positions in shares B Z2ERE
Percentage of
Name Number of Shares Nature of Interest shareholding
#E RO#E BEitE FRESH
Mr. Wang Zhong Sheng (Note 1) 120,790,000 Interest of controlled 3.06%
FRBRE M corporation
REEE# R
Mr. Wang Zhong Sheng (Note 2) 2,102,512,887 Personal 53.33%
TARBEE (H5E2) f&A
Ms. Zhao Xin (Note 3) 120,790,000 Interest of spouse 3.06%
HEr L () EpA: §a
Ms. Zhao Xin (Note 4) 2,102,512,887 Interest of spouse 53.33%
HErt (M) EpA: §a
Edmond de Rothschild 198,690,000 Interest manager 5.04%
Asset Management Hong Kong RELE
Limited (Note 5) (Fif£5)
Edmond de Rothschild 198,690,000 Interest manager 5.04%
Asset Management (Note 6) (fff £ 6) RELE
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE
INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO
(Continued)

Long

Notes:

1.

positions in shares (Continued)

Such shares represent the same parcel of shares
owned by Jumbo Lane Investments Limited. Mr.
Wang Zhong Sheng is the beneficial owner of the
100% of the total issued share capital of Jumbo
Lane Investments Limited. Mr. Wang is taken to
be interested in the shares owned by Jumbo Lane
Investments Limited pursuant to the SFO.

Out of the 2,102,512,887 long positions, Mr. Wang
Zhong Sheng is interested as (i) a grantee of
options to subscribe for 2,500,000 shares under
the share option scheme adopted by the Company
on 18 May 2011; (i) a holder of convertible bonds
convertible to 1,119,230,769 conversion shares;
and (jii) a beneficial owner of 980,782,118 issued
shares of the Company.

Ms. Zhao Xin (the spouse of Mr. Wang Zhong
Sheng) is deemed to be interested in her spouse’s
interest in the Company which represent the same
parcel of shares held by Jumbo Lane Investments
Limited pursuant to the SFO.

Ms. Zhao Xin (the spouse of Mr. Wang Zhong
Sheng) is deemed to be interested in her spouse’s
interest in the Company pursuant to the SFO.

Such shares in long position were held in the
capacity as investment manager.

Edmond de Rothschild Asset Management is
deemed to be interested in 198,690,000 Shares
through its controlled corporation, Edmond de
Rothschild Asset Management Hong Kong
Limited.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE
INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO
(Continued)

Long positions in shares (Continued)

Save as disclosed above, as at 31 March 2012 no
other person (other than the Directors or chief
executive of the Company) had an interest or short
positions in the shares and underlying shares of
the Company as recorded in the register required
to be kept by the Company pursuant to Section
336 of the SFO.

DIRECTORS’ AND CHIEF EXECUTIVE’S
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from as disclosed under the heading
“Directors’ and Chief Executive’s Interests or Short
Positions in Shares, Underlying Shares and
Debentures” above and in the section “Share
Option Scheme” below, at no time during the
quarter were rights to acquire benefits by means
of the acquisition of shares in or debentures of the
Company granted to any director or their respective
spouse or minor children or chief executive or were
any such rights exercised by them; or was the
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such rights in any other body corporate.
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SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 18
May 2011, the Company’s share option scheme
adopted on 28 July 2003 (the “Old Share Option
Scheme”) was terminated and a new share option
scheme (the “New Share Option Scheme”) was
adopted which will remain in force for a period of
10 years from adoption of the New Share Option
Scheme and will expire on 17 May 2021. On 30
May 2011, the Board approved to grant options in
respect of 258,300,000 ordinary shares to the
Company’s directors, employees and consultants
under the scheme.

There were no share options that had been granted
remained outstanding under the Old Share Option
Scheme prior to its termination.

For details of the New Share Option Scheme,
please refer to the circular of the company dated
20 April 2011,
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SHARE OPTION SCHEME (Continued) B8 ()

Information in relation to share options disclosed  1R{RAI %M FHiRRIFTIRESBEE
in accordance with the GEM Listing Rules was as AR ERHNT ¢
follows:

Share price of
Cancelled/ the Company
Asat Granted  Exercised lapsed Asat Exercise s at the date
Name and category {danuary  duringthe  duringthe  duringthe 31 March  Date of grant of Exercise period of price per of grant of
of participants 2012 period period period 2012 share options share options  share option  share options
HERE
BRERE H-g-zf B Bh  BREE/ WoE-cE HRE ShBRE REBAHZ
RER -A-8 BRH Bfik % ZR=t-B REAH BRETRE g A0ARE
Executive Directors
#€%
Mr. Wang Zhong Sheng 2,500,000 - - - 2500000 30/6/2011 30/5/2011 - 29/6/2021 049% 049
i3
Mr. Zhang Qing Lin 2,500,000 - - - 2500000 30/6/2011 30/5/2011 - 29/6/2021 049% 0.49%
FEMRLE
Mr. Fu Shou Gang 2,500,000 - - - 2500000 30/6/2011 30/5/2011 - 29/6/2021 049% 0.49%
fiERxE
Mr. Feng San Li 2,500,000 - - - 2500000 30/6/2011 30/5/2011 - 29/6/2021 049% 0.49%
Bflnk
10,000,000 - - - 10,000,000
Employees 43,690,000 - - - 43690000 30/5/2011  30/5/2011 - 29/5/2021 049% 0.4%
ER
Congultants 200,020,000 - - - 200,020,000 30/5/2011  30/5/2011 - 29/5/2021 049% 0.4%
ER
253,710,000 - - - 253710,000
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SHARE OPTION SCHEME (Continued) BT S (')

B

Notes: P

0] The terms and conditions of the grants that existed (i) FRNGFEZ T DGR RAG S0

during the quarter are as follows: N
Remaining
Number of Contractual
options  Vesting conditions life of options
BREHE HERYG BRESARGTH
Options granted:
30 May 2011 215,220,000  Vest immediately 9.2 years
30 May 2011 38,490,000 Half on each of the first
and second anniversaries
of grant date 9.2 years
R ERAE
—E——HFHA=+H 215220,000 BB 9.2%F
—E——FHAZ=+H 38,490,000 HEHBHZEER
FE_EBFEREBR—F 9.2%F

(i) The number and weighted average exercise prices (i)  BBASHE 2 8B M F 51T (E

of options are as follows: R
Weighted average Number of
exercise price options
MEFHITEE BREHA
HK$
BT
Outstanding as at 1 January 2012 R=ZE——F—F—HA/TfE 0.495 253,710,000
Granted during the period HAERN - -
Outstanding as at 31 March 2012 R=ZE——F=A=+—BK7If 0.495 253,710,000
Exercisable as at 31 March 2012 AZZT—Z—F=A=+—BA7{f 0.495 215,220,000
The options outstanding as at 31 March 2012 had RZE——F=fF=+—H2ZXK
an exercise price of HK$0.495 and a weighted TIEREIRIE 2 1T (0B /R0.495/8
average remaining contractual life of 9.2 years. T BT ZMEFHENFEA
9.2%F o
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CONTINGENT LIABILITIES

A customer initiated claims against a subsidiary of
the Group for compensation of approximately
RMB6,954,000 arising from alleged failure on the
part of the subsidiary to supply gas under contract.
The directors of the Company consider, based on
the legal advice obtained from the Group’s legal
counsel, that the subsidiary has a valid defence
against the above claim and, accordingly, no
provision has been made in these financial
statement in relation to these proceedings. (2011:
RMB6,964,000)

AMOUNT OF CAPITALISED INTEREST

Save as disclosed in this report, no interest has
been capitalised by the Group during the Quarter.

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

As at 31 March 2012, the Company had
outstanding convertible bonds convertible to
1,119,230,769 conversion shares and outstanding
options to subscribe for 253,710,000 Shares under
the share option scheme adopted on 18 May 2011.
Details of the share option scheme are disclosed
in page 25 of this report.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under
the Company’s articles of association, or the laws
of Cayman lIslands, which would oblige the
Company to offer new shares on a pro-rata basis
to existing shareholders.

HREE

—ZERFEBAEE—HNBAR]
KRB S DEERAR - WM
BARREHARYG6,954,000
T ARREERE  REAEE
FRERZEZER  ZWBAR
BEBHYU ERE BRI EHE
B A ERZEMBIREFZ
LHRDERBE(CT——F A
R #6,964,0007T) °

ERAELXZFEEH

BRAMEMPEEIN  ARERA
FEVERBEANSERER -

ARRES - RRERIEM
R

RN-ZE——"F=ZF=+—H &R
7)1 17 AT 84 41,119,230, 7690% 82
BBRMHHREZTRRES - IR
—E——F R A+ \BRMER
HERTEITE T 73R8 258,710,0000% 1%
DRI RITIEREARIE - REARIERT B
BB R BN AR E E258 -

BRBEER

ARBZ RRABEIZMANAS
BEAPNETERBELBERE
ZIEX - REARRRARMBERE
R OIIR 2B EFAL -
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

During the Quarter, neither the Company nor any
of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company nor any
of its subsidiaries.

SUBSEQUENT EVENTS
Major Transaction — Finance Lease Agreement

On 21 May 2012, Shanxi Qinshui Shuntai Energy
Development Company Limited (“Qinshui Energy”),
a direct wholly-owned subsidiary of the Company
entered into a conditional finance lease agreement
in relation to the sale and lease of equipments
(“Finance Lease Agreement”) with CIMC Capital
Limited (“CIMC”), pursuant to which, (i) Qinshui
Energy conditionally agreed to sell, and CIMC
conditionally agreed to purchase certain liquefied
natural gas equipment for a total consideration of
RMB95,000,000 (approximately
HK$117,283,950.62); and (i) Qinshui Energy
conditionally agreed to lease from CIMC, and CIMC
conditionally agreed to lease to Qinshui Energy, the
said equipment for a total lease consideration of
RMB114,570,000 (approximately
HKS$141,444,444.44) for a term of 36 months by
monthly installments inclusive of interest with a
lump sum handling fee in the sum of RMB950,000
(approximately HK$1,172,839.51). The lease
consideration may be adjusted according to the
floating lending interest rate to be promulgated by
People’s Bank of China from time to time.

THEREEREEREXREERRLA
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AFEEEA - L EIMEARRT
5 A2 A M T B
% o

MRER
IFERSG—BMEHEEHR

R-BE——FHA-+—H AR
RIMEZEE2EMBREILFENKIE
HEERERAMRA R (DOKEER])
HPERERESRAR ([PE])
BRI ML EREERHBI LN
Bt RERERS ((REHRER
FD) B (POKEEBEB IR
BERERPEERHEREEEST
BIERARBRICEBRME - ARE
ABAR®I5,000,0007T (4
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SUBSEQUENT EVENTS (Continued)

Major Transaction — Finance Lease Agreement
(Continued)

As the applicable percentage ratios of the Finance
Lease Agreement exceed 25% but less than 100%,
the Finance Lease Agreement constitutes a major
transaction on the part of the Company under
Chapter 19 of the GEM Listing Rules. Therefore,
the Finance Lease Agreement is subject to the
requirements of announcement and the approval
of the shareholders by way of poll at the
extraordinary general meeting of the Company.

For details, please refer to the announcements of
the Company dated 21 May 2012, 28 June 2012
and 30 August 2012 respectively.

AUDIT COMMITTEE

The Company established an audit committee with
written terms of reference in compliance with the
GEM Listing Rules on 28 July 20083. The primary
duties of the audit committee are, among others,
to review and oversee the financial reporting
principles and practices adopted as well as internal
control procedures and issues of the Group. It also
reviews quarterly, interim and the final results of
the Group prior to recommending the same to the
Board for consideration.

The audit committee comprises of the three
independent non-executive Directors, namely Mr.
Wang Zhi He, Mr. Luo Wei Kun and Ms. Pang Yuk
Fong (Chairman).

During the Quarter, the audit committee has held
one meetings. The Group’s unaudited consolidated
results for the Quarter have been reviewed and
commented by the audit committee members.

HRER @)
FEXSZ—RMEAEHE (@)

RIEBIZER ETRAIFE19E - AR
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25%1B1K R 100% @ W EL & E %
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NBE=+B®QH -
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AARBER=BEZFLA=FTN
B BRAIER ETRA - I
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AUDIT COMMITTEE (Continued)

In order to maintain a high quality of corporate
governance, the Group employed a qualified
accountant in current quarter and will still employ
a qualified accountant in the coming years. The
audit committee also concluded that the Group has
employed sufficient staff for the propose of
accounting, financial and internal control.

CORPORATE GOVERNANCE

During the Quarter, save as disclosed below, the
Group has complied with the code provisions in
the Code of Corporate Governance Practices set
out in Appendix 15 of the GEM Listing Rules
(“HKSE Code”).

The Company delayed the publication of the 2012
first quarterly results and the despatch of this report
that constituted breaches of Rules 18.66 and 18.79
the GEM Listing Rules. The aforesaid delays were
due to the delay in publication of 2011 annual
results of the Company as additional time was
required for the preparation of the technical reports
on the Company’s CBM resources, and thus the
preparation of various valuation reports on certain
assets of the Group.

Under the Code Provision A.2.1 of the HKSE Code,
the roles of chairman and chief executive officer
should be separate and should not be performed
by the same individual. Currently, Mr. Feng San Li
is holding the title of chief executive officer. Mr.
Wang Zhong Sheng is the Chairman of the Board.
The Board meets regularly to consider major
matters affecting the business and operations of
the Group. The Board considers that this structure
will balance the power and authority between the
Board and management and believes that this
structure enables the Group to make and
implement decision promptly and efficiently.
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CORPORATE GOVERNANCE (Continued)

Under Code Provision A.4.1 of the HKSE Code,
non-executive directors should be appointed for
specific terms, subject to re-election, Currently, the
non-executive Directors and the independent non-
executive directors have no set term of office but
are subject to retirement by rotation at annual
general meetings of the Company in accordance
with the Company’s Articles of Association. The
Board considers the current arrangement will allow
flexibility to the Board in terms of appointment of
Directors.

The Company has adopted a code of conduct
regarding securities dealings by Directors as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules.
Having made specified enquiry of all Directors, the
Company was not aware of any non-compliance
with such code of conduct during the Review
Period.

The Company has received from each of the
independent non-executive Directors a
confirmation of their independence pursuant to
Rule 5.09 of the GEM Listing Rules. The Company
considers all of its independent non-executive
Directors are independent.

By order of the Board
Wang Zhong Sheng
Chairman

3 October 2012

As at the date hereof, the executive Directors are
Mr. Wang Zhong Sheng, Mr. Shi Liang, Mr. Zhang
Qing Lin, Mr. Fu Shou Gang and Mr. Feng San Li
and the independent non-executive Directors are
Mr. Luo Wei Kun and Ms. Pang Yuk Fong and
Mr. Wang Zhi He.
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