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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 the 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 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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Corporate Information

REEH

BOARD OF DIRECTORS B5Eg
Executive Directors HITES
Mr. Wang Zhong Sheng (Chairman) TREBEE (FE)
Mr. Feng San Li (Chief Executive Officer) =R (FTEAEE)
Mr. Shi Liang MESE S
Mr. Zhang Qing Lin REME &
Mr. Fu Shou Gang M5 A
Independent Non-Executive Directors BYFHTES
Mr. Luo Wei Kun BHERE
Ms. Pang Yuk Fong TEFLL
Mr. Wang Zhi He F ML
AUDIT COMMITTEE BEREES
Ms. Pang Yuk Fong (Chairman of audit committee) EEF &+ (BEERZESTL/EFE)
Mr. Luo Wei Kun %é&aﬁ‘ﬁi
Mr. Wang Zhi He FzMEE
NOMINATION COMMITTEE REZES
Mr. Wang Zhi He FzMEE
(Chairman of nomination committee) (FBEZEEFE)
Mr. Luo Wei Kun BHERE
Ms. Pang Yuk Fong TEFLL
REMUNERATION COMMITTEE FMZEES
Ms. Pang Yuk Fong TEFLL
(Chairman of remuneration committee) (FNZEEFE)
Mr. Luo Wei Kun BHERE
Mr. Wang Zhi He FzMEE
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Corporate Information (Continued)
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QUALIFIED ACCOUNTANT & COMPANY

SECRETARY

Mr. Lui Chi Keung FCCA, CPA
COMPLIANCE OFFICER

Mr. Wang Zhong Sheng

AUTHORISED REPRESENTATIVES

Mr. Wang Zhong Sheng
Mr. Lui Chi Keung

HEAD OFFICE & PRINCIPAL PLACE OF

BUSINESS IN HONG KONG

Room 3705, 37th Floor,
148 Electric Road,
North Point,

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Bank (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 609

Grand Cayman, KY1-1107
Cayman Islands
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Corporate Information (Continued)
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HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Tengis Limited

Level 28, Three Pacific Place

1 Queen’s Road East

Hong Kong

AUDITORS

HLB Hodgson Impey Cheng Limited

LEGAL ADVISERS

Loong & Yeung

PRINCIPAL BANKERS

Hong Kong and Shanghai Banking Corporation

STOCK CODE

8270
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Turnover of the Company together with its
subsidiaries (collectively the “Group”) for the
quarter ended 30 June 2012 and the six
months ended 30 June 2012 (the “Interim
Period”) were approximately
RMB46,957,000 and RMB73,880,000
respectively, representing a decline of
approximately 25.0% and 42.7 % respectively
compared with corresponding periods in the
previous financial year.

The Group recorded a loss attributable to
shareholders of approximately
RMB44,346,000 for the Interim Period.

Loss per share of the Group was
approximately RMB1.12 cents for the Interim
Period.

The board of Directors (the “Board”) does
not recommend the payment of any dividend
for the Interim Period.
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CONDENSED CONSOLIDATED INCOME STATEMENT

EHESRER

The unaudited consolidated results of the Group
for the Quarterly Period and Interim Period,
together with the unaudited comparative figures
for the corresponding periods in 2011, respectively
were as follows: —

(Unless otherwise stated, all financial figures
presented in this interim report are denominated
in Renminbi (“RMB”))
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CONDENSED CONSOLIDATED INCOME STATEMENT
(Continued)
ERFmE W R R (E)

Quarterly ended 30 June Half year ended 30 June
BEAB=THLZE BERA=THLE%¥%E
2012 2011 2012 2011
-z | “T--F | ZB-ZF| “T--F
RMB’000 RMB'000 RMB’000 RMB'000
ARETR | AR%BTR | AR%TR | ARKTR
Note (unaudited) | (unaudited) | (unaudited) § (unaudited)
i (REBR) | (REER) | (REER) | (REEH)

Turnover HEE 3 46,957 62,591 73,880 128,912
Cost of sales BERK (58,081) (46,790) (96,514) (92,445)
Gross (loss)/profit (£8) /7 (11,124) 15,801 (22,634) 36,467
Other revenue and Etlim R
net income FHA 3 13 27 140 962
Distribution costs AHEIAR (1,206) (3,330) (1,556) (6,882)
Administrative and other 1T R E
operating expenses BER% (7,974) (22,103) (22,909) (30,675)
Finance costs HHBER (1,608) (3,550) (2,974) 4779
Loss before income tax B FTS A& R 4 (21,899) (13,155) (49,933) (4,901)
Income tax R 5 962 (2,425) 2,890 (5,068)
Loss for the period BREE (20,937) (15,580) (47,043) (9,969)
Attributable to: TR :
Owners of the Company ~ AARIEAA (19,486) (14,882) (44,346) 9,249)
Non-controling interests ~ FE2 % (1,451) (698) (2,697) (720)
Loss for the period HEER (20,937) (15,580) (47,043) 9,969)
Dividends attributable ~ EIAfk &
to the period 6 - - - -
RMB (cents) | RMB (cents) JRMB (cents) § RMB (cents)
AR¥E(3) | ARE(D) | ARB(®R) | ARE((®)
Loss per share SRER
— basic —HK 7 (0.49) (0.58) (1.12) (0.38)
— diluted —B3 (0.49) (0.58) (1.12) (0.38)
FEMEAEREERELEEARAT 07
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

RGeS HEKE R

Quarterly ended 30 June  Half year ended 30 June

BERA=tHLZE BEAA=tHLYE

2012 2011 2012 2011

B | ZF-F | ZB-ZF | 2%

RMB’000 RMB'000 | RMB’000 RMB'000

ARETR | ARETT | AR%TR | ARETR

(unaudited) | (unaudited) |(unaudited) | (unaudited)

(REER) | (REER) | (REER) | (REER)

Loss for the period HEEE (20,937) (15,580) (47,043) (9,969)

Other comprehensive loss HEEt2AEEE
for the period (net of tax) (1B Hi1E)

Exchange differences on B ESNEIEE
translation of financial BBERL
statements of foreign ERER
entities 97 (3,145) 540 (3,145)

Total comprehensive loss HE2HEFELE
for the period (20,840 (18,725

(46,503) (13,114)

Total comprehensive loss TG 2E

attributable to: BRAK:
Owners of the Company KRRERA (19,389) (18,027) (43,806) (12,394)
Non-controlling interests FERER (1,451) (698) (2,697) (720)
o8d0)| (18725 | wes03| (13,114
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
BRRE M BRRE

30 June 31 December
2012 2011
—E--f% —E——F
A~A=tH |+tZA=+—H
RMB’000 RMB’000
AR®ETT ARETR
Note (unaudited) (audited)
Bzt (REER) (8&%)
Non-current assets ERBEE
Goodwill GRS 269,637 269,637
Property, plant and equipment  #1% - #28 R 479,890 481,040
Prepaid lease payments for e TEN
land under operating leases Tile 34,765 35,119
Intangible assets BYEE 382,783 395,474
Deposits and prepayments e RBRTE 38,178 33,682
Deferred tax assets ERTIEEE 132 189
1,205,385 1,215,141
Current assets RBEE
Prepaid lease payments for BERNTEN
land under operating leases Tinfe 810 810
Financial asset at fair value BAFEFAERR
through profit or loss LEREE 250 200
Other financial assets HEthemaE 17,051 17,051
Inventories FE 9,239 2,597
Trade and FEYR X &
other receivables Hib IR 9 141,655 138,758
Tax recoverable A E A 922 687
Cash and cash equivalents RekBAeZED 11,192 21,698
181,119 181,801
Current liabilities RBaE
Trade and EREZR R
other payables Hih I 30E 10 156,183 127,400
Bank and other borrowings due  —E R E|Hiz
within one year BITREMER 1 18,600 62,900
Obligation under finance leases B & 1 & &E 4,374 3,420
Tax payable FERTHETE 10,819 13,556
189,976 207,276
FEBREREREEREEERERA 09
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (Continued)

RS M AR I &R (&)

30 June 31 December
2012 2011
—2-CF —T——F
xB=+8 |[+=A=+-8
RMB’000 RMB’000
ARETR ARETR
Note (unaudited) (audited)
FitzE (REBEK) (BE%)
Net current liabilities FBEEFE (8,857) (25,475)
Total assets less current BEERRDER
liabilities 1,196,528 1,189,666
Non-current liabilities FRBER
Bank and other borrowings RITREMER 11 55,400 -
Obligation under finance BEMERE
leases 3,602 4,256
Deferred tax liabilities EETEEE 101,034 104,013
160,036 108,269
Net Assets EERE 1,036,492 1,081,397
Capital and Reserves EXRfEE
Share capital R 12 34,828 34,828
Reserves iE 975,386 1,017,594
Equity attributable to owners AREERA
of the Company [Efh iR 1,010,214 1,052,422
Non-controlling interests R 26,278 28,975
Total Equity MR 1,036,492 1,081,397
10 CHINA LEASON CBM & SHALE GAS GROUP COMPANY LIMITED
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

BRAFEHETRER

Six months ended

30 June
BEXA=+HL
NEA
2012 2011
—E-—-F | Z=—F
RMB’000 RMB’000
ARETT | ARETT
(unaudited) (unaudited)
(REER) | (REFER)
CASH OUTFLOW K EISE AR
FROM OPERATING REmh
ACTIVITIES (6,478) (60,404)
CASH (OUTFLOW)/INFLOW R &SRB E A 1Y
FROM INVESTING B rd) HEA
ACTIVITIES (13,198) 12,914
CASH INFLOW FROM REEBEEN
FINANCING ACTIVITIES WERA 9,170 57,831
NET (DECREASE)/INCREASE IR & M IR1T45 8%
IN CASH AND CRA) /G m
BANK BALANCES HEE (10,506) 10,341
CASH AND BANK BALANCES W—HA—HH
AT 1 JANUARY e MIRITES 21,698 23,567
CASH AND BANK BALANCES W/ A=+H#
AT 30 JUNE B& MIRTTHE 11,192 33,908

TEBEREEREEREXEEERATE
ZE - FRERE
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
BRGREERE B R

2012
—§-CF
Share Convertible Non-
Share  Share  Merger Contributed  General Translation ~ option bonds Accumulated controlling Total
(Unaudited) capital  premium  reserve  surplus  reseve  reserve  reserve re_?e&rﬁ losses Total int;;;;sﬁ equity
- T Y
(RE%H) Bx  BGER AREE SRR HEEE ANGR MRASE GRGER RMEE 0 & 0 BR MEE

RMB'0O0  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'O00  RMB'00D  RMB'000  RMBO00  RMB'O00  RMB'000
ARRTR ARMTR ARBTR ARRTR ARBTR ARMTR ARMTR ARMTR ARMTZ ARMTZ ARMTZ ARMTR

Asat 1 Jenuary i-f-8 34828 878366 - - 152 1528 28376 241209  (133408) 1052422 28975 1,081,307
Comprehensive income k30t
Loss for the period HHEE - - - - - - - - (M6)  (4de)  69T)  (@108)

Other comprehensive income A2k
Exchange dferences on translation of 8550 28

finencil statements of foreign operatons ?"ﬁiZEE;Sé - - - - - 540 - - - 540 - 540
Total comprehensive income EhEEE - - - - - 540 - - (M36) (43806)  (2697) (46,503)
Transactions with owners Mﬁkﬁﬁﬂg
Issue of new shares
— share placement - - - - - - - - - - - -
Recognition of equiy-seted
share based payments - - - - - - 1,69 - - 1,59 - 1,59
Appropriation to general resenve - - - - - - - - - - - -
Non-controling iferest arsing from
the estabishment of a subsidiary - - - - - - - - = = = o
Totaltransactions with owners ~ EREAEZ
1588 - - - - - - 1,59 - - 1,59 - 1,59
Asat 30 June RAAZTH 34828 878,366 - - 1528 2008 20074 241200  (77,754) 1010214 26218 1,036,492
2011
5-f
Share  Convertole Non-
Share Shae  Merger Contrbuted  General  Tranglafion option bonds Accumulated controling Totd
(Unaudted] captal  premum  resene  supls  resene  resene resene resene [osses Totd  interests equiy
. R B o s
(7% RE REEE AREE HARE @RS ANRE ERERE FREE  ZnEE & B oE

RWBOID  RVBOOD RNBOD AWBOO AWBOD RVBON  RVBOD RMBOD RWBO  RVBON  RVBUD  RVBON
ARETL ARETR ARETR ARBTR ARMTR ARRTL ARMTRL ARETR ARBTR ARRTR ARETL ARETR

Asat 1 January ®-A-8 20681 48453 - 25160 - (103) - 16810 (112.446) 433034 21,04 45438
Comprehensive income kg
Loss for the period BEEE - - - - - - - - o) ) ) (5%9)

Other comprehensive income Af2ENE
Exchange diferences on translation of #8502 B B %

fienciel steements of forsgn opereions 7 EXZE - - - - - () - - - () - i)
Total comprehensive income AbELE - - - - - (B - - p9) (124) () (fa114)
Transactions with owners ERRARTLRA
Issue ofnew shares Bk

~ shate placement - RiEE 208 51915 - - - - - - - 60T - 6078
Recogiton o equity-setled RANREEEN

share based payments BERZAF - - - - - - 4t - - 4%t -
Appropriton to general resenve B ﬂx ?ﬁ% - - - - 57 - - - 587) - - -
Non-contrling interest arising fom M ARELTEE

e estabishment of asubsiclay  2kERER - - - - - - - - - - 00 12000
Total transactions with owners ~ EEEAR(TZ

2588 2084 51975 - - 57 - 142 - (567) 75020 12000 67,020
Asat 30 June 2465 542507 - 25160 57 (3848) 14261 15810  (122282) 495660 32574 528234
12 CHINA LEASON CBM & SHALE GAS GROUP COMPANY LIMITED
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NOTES:

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 six
months ended 30 June 2012 have not been
audited by the Company’s auditors, 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 six months ended 30
June 2012 are consistent with those used in the
Company’s annual financial statements for the year
ended 31 December 2011.

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.

In the interim period, the Group has, where
applicable, applied the new and revised HKFRSs
issued by the HKICPA which are or have become
effective.

The application of the new and revised HKFRSs in
the current period had no material effect on the
Group’s financial performance and positions for the
current and prior accounting periods and/or on the
disclosures set out in these financial statements.
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(Continued)

Up to the date of issue of these financial
statements, the HKICPA has issued a number of
amendments, new standards and interpretation
which are not yet effective for the period ended
30 June 2012 and which have not been adopted
in these financial statements.

The Group is in the process of assessing the
impact of these new and revised standards,
amendments or interpretation is expected to be
in the period of initial application but is not yet in a
position to state whether those new and revised
standards, amendments or interpretation would
have a significant impact on the Group’s or the
Company’s results of operations and financial
position.

Turnover and segment information

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
logistics 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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3.  Turnover and segment information 3. EEERITER (F)
(Continued)

—  The amount of each significant category of — FAREEEBRIEE
revenue recognised in turnover during the BARZLERSFENAT -
year is as follows:

Quarterly ended 30 June Half year ended 30 June
BEAA=TRLEE BEAACTRLYE

2012 2011 2012 2011
—g-cE| “F--%| Zg-ZE) “T—%
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR| AR%TR | ARBTR| ARETR
(unaudited) unaudlted) (unaudited) |  (unaudited)

)| (REER) | (REER) | (REER)

Turnover %%ﬁ
Sales of liquefied coalbed gas RILEEREE
(including provision of (RIERMAL
liquefied coalbed gas BEERWTRE)
logistic services) 38,570 56,473 57,156 117,518
Sales of piped natural gas EERAREE
and provision of gas supply RRMHER
connection services BBRG 8,387 6,118 16,724 11,394
46,957 62,591 73,880 128,912
Other revenue and net income HfaE REFRA
Interest income from bank ROFRL
deposits FIEMA 5 21 15 26
Others Hi 8 6 125 936
13 27 140 962
The Group’s turnover and assets were mainly AEBEXEBREETERE
derived from and related to the liquefied coalbed K RAB 2 RICEERET
gas business in China while other segments were i H > ZERIBNE R - FHit -
immaterial. Hence no geographical segment N 2503 [R D FE R o
information is presented.
TEBEREEREEREXEEERATE 15
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4. Loss before income tax 4. KRFEEHAIEE

Loss before income tax was arrived at after BRATGEHABED R TS
charging: 18

Quarterly ended 30 June Half year ended 30 June
BERA=TALZE BEZAA=TRLYE

2012 2011 2012 2011
ZE-ZE| “B—%| ZB-Zf| 2%
RMB’000 RMB'000 RMB’000 RMB'000
ARETR| ARETRT | AR%TR| AR%TR
(unaudited) | (unaudited) | (unaudited) |  (unaudited)
(REER) | (RE2R) | (REER) | (REER)

Staff costs (including BEIRA(BEESH)
Directors’ remuneration)
— share-based payments  — R AER 215 806 14,261 1,508 14,261
— others —Ef 5,781 3,312 9,441 5,520
6,587 17,678 11,039 19,781
Depreciation of property, mE - HBER
plant and equipment XEIHE 4,655 4,760 11,622 9,521
5. Income tax 5. m8HiE
(a) Hong Kong profits tax (a) EBEBEFNEH
Hong Kong Profits Tax is calculated at HE-_Z-——_R_-ZF
16.5% of the estimated assessable profits —F+ZA=1+—HILF
for the years ended 31 December 2012 and B2 BABNEB RbETE
2011. AR 2 16.6%aTH
No provision for Hong Kong profits tax has RN B R A B A
been made as the Group did not derive any BREVE R BT B FIB
income subject to Hong Kong profits tax MZWA - M EEES
during the Interim Period. FSB AL TR -
(b)  Overseas income tax (b) BINRBH
Taxes on incomes assessable elsewhere REEBCRBELCEER
were provided for in accordance with the PR e 0 [2 H B 2 38 AR
applicable tax legislations, rules and AR RBIRARG - BE
regulations prevailing in the territories in it @ 2 FEFR AR UL AE
which the Group operates. Under the Law TIERE - RIBPEER
of the PRC on Enterprise Income Tax (the EISTAER ([
“EIT Law”) and the Implementation FBHE]) RIEEMER
Regulations of the EIT Law, the tax rate of iﬁﬁ"ﬂ%% BB A
the PRC subsidiaries is 25% from 1 January AIBZZTZENFE—H—H
2008 onwards. 2B ER25% °
There was no significant unprovided REBRARFE KA H
deferred taxation for the Quarterly Period R E K 2 KRB HIETE
and Interim Period. 1A o
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Dividends

The Board does not recommend payment of any
interim dividend for the Interim Period (six-month
ended 30 June 2011: Nil).

=]
=)

% B

BEESUTESIRAH RN E
MHHRE (BE-T——FX
A=+RLXER: & -

7.  Loss per share BREE
The calculation of basic and diluted (loss)/earnings REERAFHZGRERUAR
per share for the Quarterly Period and Interim e (B18) /RFIE Tz R
Period were based on the respective unaudited KEZEBE -
data as follows:
Quarterly ended 30 June Half year ended 30 June
BEAASTALEE BEAASTRLYE
2011 2012 2011
“B--f| 25| =2-=f)| 3%
RMB'000|  RvBO0O | RMB'00O|  AMBO0D
AREFR| ARETR | AEBTR| ARETR
(unaudited) | (unaudited) | (unaudited) |  (unaudited)
(REER) | REER) | (REBR) | (REER)
Loss attributable KRAEBA
to owners of the Company {551 | (14,882) (44,346)| (9,249)
Shares Shares Shares
fEs R# e
('000) (°000) ('000)
(FR) (TR (FR)
Weighted average number of AT EER
ordinary shares for the EXEBEOM
purposes of calculating EFHLERRRE
basic loss per share 3,942,505 2,583,505 3,942,505 2,448,078
No dilutive loss per share was presented because BEREE_Z——FA=1H
there were no dilutive potential ordinary share in r—T——FXAZF+AHLEFE
existence during the quarters and six months RS8R R T F ] B #E
ended 30 June 2012 and 30 June 2011 M BEERE BT ES
respectively. G RREEEE -
8. Additions and disposals of property, plant RERLEWE - e

TEBEEEREERE

—®——

and equipment

During the Interim Period, the Group have acquired
approximately RMB10,472,000 (six-months ended
30 June 2011: RMB12,257,000) property, plant
and equipment. There was no material disposal in
the current period (six-months ended 30 June
2011: Nil).

XEEERLA
hHRE

#

RARH - REEWEDZE - #

MR AR ¥10,472,0007T
(BHEZZT——F~A=+HL
NEA: AR¥12,257,000
T0) o ARV EFTE Y HE (B
B ——FARAZTHIEAE
A& -
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9. Trade and other receivables FE it BR SR % EL th FE U FX 1B
The Group’s trade receivables relate to sales of AEBRHEKREREEEERT
goods to third party customers. The Group FE=FEFPHM - AKEYHHEE
performs ongoing credit evaluations of its PoB BRI EETEERT
customers’ financial condition and generally does iy + S — M AR EUER RAIE S
not require collateral on trade receivables. Fi i
The Group’s trade and other receivables are as TR £ (B 2 R PR TR K H At B U R
follows: THZEENT

30 June 31 December
2012 2011
—B-=fF —E——fF
AXA=+A | +=ZA=1+—H
RMB’000 RMB’000
ARBT T ARBT T
(unaudited) (audited)
(REER) (f&E %)
Amounts due from directors U = R IA
(note (a)) (Ft3E(a) 4,834 568
Trade and bills receivables  FEUIR X % B = 1% 14,692 23,109
Amounts due from related FEUL N R FRIR
companies 15,681 13,468
Advances to suppliers R) 4k JE P A 3R 5,492 2,591
Prepayments and other FERRIER
receivables H b Uk FR I8 95,995 97,274
Other tax recoverable Hth A Y [Bl 7418 4,961 1,748
141,655 138,758
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9. Trade and other receivables (Continued) 9. EUWRAKRHMEWKRE

(48)
The ageing analysis of the trade and bills JFEUBR R R FE R R 4% 2 BR R 5 T
receivables based on invoice date is as follows: T (REFEAE) -
30 June 31 December
2012 2011
—E—=fF =%
AXA=+A | +=ZA=1+—H
RMB’000 RMB’000
AR T ARBEF T
(unaudited) (audited)
(RBER) (K& %)
Within 1 month 1MEAR 9,469 20,718
More than 1 month but 118 A% 183E A R
less than 3 months 2,707 —
More than 3 months but 3EA#%BE6EAR
less than 6 months 2,170 2,340
More than 6 months but 6fEA&E12EAR
less than 12 months 1 1
More than 12 months 1216 A & 345 50
14,692 23,109
Note: MIEE -
(@)  The amounts are unsecured, interest-free (a) ZEFREAEEM L5
and repayable on demand. RBEREREE -
TEEREABREEREXREEERAT 19
ZE - FRERE



10. Trade and other payables 10. ENERRREAESKIE
30 June 31 December
2012 2011
—EB-—=fF —E——%
NA=+H | +t=ZA=+—H
RMB’000 RMB’000
AR%T AREETF T
(unaudited) (audited)
(REER) (f&E %)
Trade payables FERTBR K 60,132 50,962
Amounts due to directors ENEEHIE
(note (a)) (Pt 3 (a) 765 7,852
Amount due to a non- R —RHB ARz
controlling shareholder of FEFERR IR SR R IE
a subsidiary (note (a)) (M 5E(a) 1,569 1,569
Accrued expenses and iRk
other payables H e FR0E 74,049 55,751
Deposits received from mE P YER S
customers 19,548 9,249
Other taxes payables Hth pEE 18 120 2,017
156,183 127,400
The ageing analysis of the trade payables based ERBREZ ZBREHEDITIT (3%
on invoice date is as follows: ZHH)
30 June 31 December
2012 2011
—B-=F —T——%F
ANA=+H | +t=ZA=+—H
RMB’000 RMB’000
AR®T ARBT T
(unaudited) (audited)
(REER) (f&2& %)
Within 1 month 1EA R 8,535 5,102
More than 1 month but less 118 A & {E318 B A
than 3 months 1,323 5,656
More than 3 months but less  3{@ A& 18
than 6 months 6fE A ™ 2,446 17,628
More than 6 months but less 61& A& 18
than 12 months 128 A A 25,230 22,440
More than 12 months 1216 A 12 22,598 236
60,132 50,962
Note: Mt
(@) The amounts are unsecured, interest-free @ S IE A E IR 8
and repayable on demand. BBRBREE o
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11. Bank and other borrowings

As at 30 June 2012, the bank and other loans were

repayable as follows:

11.

RITREAMER

e ALE

+TH: EE

BRORTREGERAT :

30 June 31 December
2012 2011
—E--F —T——%F
AA=+A [+=A=+-8
RMB’000 RMB’000
AR%T AREETF T
(unaudited) (audited)
(REER) (&%)
Secured bank loans REEBEER
repayable: RITER :
Within 1 year or 1N A
on demand RERER 18,600 12,900
After 1 year but within 1F%B2F R
2 years 5,400 -
After 2 years but within 2F £ {B5F A
5 years - -
After 5 years 5F LA - —
24,000 12,900
Unsecured other loans JRIER IR H A
repayable: B
Within 1 year or 1FRHRRER
on demand 8 - 50,000
After 1 year but within 15 %B2F R
2 years 50,000 -
74,000 62,900
Less: Amount due within B ORBIBEET
1 year shown under —F N E|H
current liabilities Z A (18,600) (62,900)
Amount due after 1 year FERBEET
shown under non-current —F & EE
liabilities ZFRIE 55,400 -
FEBEAERESREEEEERA R 21
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Notes:

As at 30 June 2012, bank borrowings of
RMB18,000,000 (2011: Nil) were secured
by the pledge of certain properties and
prepaid lease payments for land under
operating leases of # 1z (BR55) #H T2
#AER QA (transliterated as NuoXin
(Xianxian) Mechanical Engineering Materials
Company Limited) (“NuoXin”). To the best
knowledge of the Directors, NuoXin is
wholly-owned by Mr. Wang Zhong Sheng,
an executive Director and substantial
Shareholder, and thus a connected person
of the Company under Chapter 20 of the
GEM Listing Rules. The guarantee provided
by NuoXin constitutes a connected
transaction of the Company, however is
exempt from reporting, announcement and
approval of the independent Shareholders
under Rule 20.65(4) of the GEM Listing
Rules as the guarantee by NuoXin is for the
benefit of the Group and on normal
commercial terms (or better to the Group)
where no security over the assets of the
Group is granted in respect of the guarantee
provided by NuoXin. The remaining bank
borrowings of RMB6,000,000 (2011: RMB
8,000,000) were secured by the Group’s
property, plant and equipment with carrying
amount of approximately RMB29,491,000
(2011: RMB30,190,000).

Unsecured other loans of RMB50,000,000
(2011: RMB50,000,000) represent loans
due to a non-bank finance company in the
PRC, who is a non-controlling shareholder
which holds 17% equity interest in Shanxi
Wanzhi Logistics Limited (“Wanzhi
Logistics”), a subsidiary of the Company.

R-EBE——FE A=+
A BITERARE
18,000,0007¢ (=& ——
F o) s (B3 1%
wIEMEERAR ([FH
B zETYERKEEHE
DT EIER TS R
e BEEMA HEA
WITESRFTERETR
BAREREHRS - AR
ERIZER EWmHRAIE20
Z HEARARIZHE
AT o FHEATRERER
BRAAR—HBER
5 BERHRRETEER
MR BE20.65(4)68
BEERER - D RIBI AR
HENBE  RERHEE
RENERDUARER A
TRAMBESEEGR
(REAEEEEENK
F)mEL - BALEL
EREERENERE
BEMEE - EHRIRITE
AR ¥6,000,0007T (=
T——F : AR®
8,000,0007T) Ty AR EH
EEBENBARE
29,491,0007C (ZZE——
F : AR#¥30,190,000

TO) 2 - EERRE
TER I
EEA R ERARE

50,000,000 (=& ——
# : AR#50,000,000
To) TR P E—EIER
T AR ZER - ZA
Al BEBBALNRNE AR
LWABEEMRBRA A
(T&8EWiRl) 17% MKk A4
57 IERRRAR R -
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12. Share capital 12. B
30 June 2012 31 December 2011
“Z--fxA=1A “F——%+ZA=1-H
(unaudited) (audited)
(REER) (BE%)
Total Total
Number of nominal Number of nominal
shares value shares value
RAHEE AEE O BaEE
’000 RMB'000 '000 RMB'000
Tk AR%Txn Tk AR%TR
Authorised ETE 10,000,000 94,610 § 10,000,000 94,610
Issued and fully paid BREIRER
At 1 January ordinary R-A-BEREER
shares of HK$0.01 each 0.01BTH L @HR 3,942,505 34,828 2,256,675 20,681
Issue of shares by share placement BBRIHE XK - - 570,830 4,744
Issue of shares upon conversion  EEAE A1k &5
of convertible bonds mETRA - - | 1,115,000 9,403
At 30 June/ RAAZ1R/
31 December TZA=t—H 3,942,505 34,828 | 3,942,505 34,828
Share option scheme BRAESE

Pursuant to an ordinary resolution passed on 18
May 2011, the Company adopted a share option
scheme (the “Scheme”) for the purpose of enabling
the Company to recruit and retain high-calibre
employees and attract resources that are available
to the Group and to provide the Company with a
means of giving incentive to, rewarding,
remunerating, compensating and/or providing
benefits to such persons who contribute or may
bring benefit to the Group. The Scheme will remain
in force for a period of 10 years from adoption of
the 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. The options
outstanding at 30 June 2012 had an exercise price
of HK$0.495 and a weighted average remaining
contractual life of 8.9 years. The exercise periods
for the above options granted under the Scheme
shall end not later than 10 years from 30 May 2011.

TEBREEREER
ZE - FRERE

BRER-_Z——FHA+/\H&E
B BEBRER  ARAERAT
—IRRSRE B (T2t 81)) - #
IS AR BIG AR RAERAS
BZER  BMHASERER
ZER  RARRAERHERER
ZEHAREBER LA H LA
mIALERBE  BE R
B E R SARMAER o At
EHHRRAEHES —EART
F o ER_T_—FHA++EH
fEw e

R-ZE——FHA=1+H  EB=F
SHEREBZFERNARAE
F BERBHERELSR
258,300,000/% & i@ it 2 & A%
B-R_ZE—_FXA=1TH"A
RITEIBAAE 2 17218 /30.495
BT BT ZINEFHROFH
B9 o LiliRIEZAT BRI 2
B TEHBETENR-F—
—FRA=THBFHTFHER -
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13. Commitments 13. &iE
At 30 June 2012, the total future minimum lease R-ZE——FXA=+H " BiE
payments under non-cancellable operating leases TRAIHGE R ERNEN 2 BB R
are payable as follows: EEERBEAEEMLT ¢
30 June 31 December
2012 2011
—ET—=fF —T——%
NA=+H | +t=ZA=+—H
RMB’000 RMB’000
ARBT T ARBTIT
(unaudited) (audited)
(REBEER) (&%)
Within 1 year 1R 1,017 759
After 1 year but within 5 years  14F 18 1854 A 51 445
1,068 1,204
The Group leases a number of properties under AEBERCEANOBEEETY
operating leases. The leases typically run for an ¥ - MHOCZZNFH—WKAE—Z
initial period of one to three years, with an option =FTE  AIRENERAK
to renew the lease with all terms renegotiable. RIE BB o WAL M A E sk
None of the leases includes contingent rentals. AT -
At the balance sheet date, the Group had the AEENREEANE RNAED
following capital commitments: N
30 June 31 December
2012 2011
—E-—=fF —E——%F
~A=+A |+=A=+-A
RMB’000 RMB’000
ARBT T ARBT T
(unaudited) (audited)
(RBER) (B&E%)
Capital expenditure in respect & U ¥ % -
of acquisition of property, e R EREUA R
plant and equipment and EREREIRED
in respect of construction BARX :
in progress:
— contracted but not — BEIHERR
provided for in the BTSSR R B
financial statements 154,475 104,852
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The Group recorded a consolidated turnover of
approximately RMB73,880,000 for the Interim
Period, representing a decline of approximately
42.7% compared with the corresponding period
last year. The decrease was mainly attributable to:

(i)

(i

approximately RMB60,362,000 decline in
turnover for the sales of liquefied coalbed gas
(including provision of liquefied coalbed gas
logistic services) due to the LNG plant in
Qinshui County, Shanxi Province, being shut
down for major overhaul between February
2012 and April 2012, and increasing difficulty
for the Group in sourcing natural gas
feedstock for liquefaction amid tight natural
gas supply within China. The management
decided to shut down the LNG plant for
major overhaul given that the planned major
maintenance has already been overdue and
the utilization of the LNG was expected to
be low during the period.

The gross margin turned into negative as a
result of the significant drop in turnover
coupled with approximately RMB12,684,000
increase in amortization charges for
operating license for liquefied coalbed gas
logistics and exclusive right for piped natural
gas operation. The significant decline in
turnover and profitability adversely impacted
operating cashflow performance for the
Interim Period.

SR ZFREERE

AEBRAF SSRGS EELY
AER#73,880,0007T © & EFEH
A #I42.7% o B EZ KA -

()  WAEENDKENRIERAR
IR —_E——F=_AMm=
—E——FAHHARER
ETKRE  URPBEBEAX
SRR A FE B ok 2 AN & B i 2k
MEURBARARREETT
B BRR(EEEREE
(BREEHRCERERYTR
B ZEEBRLOOARE
60,362,0007T ° EIEERE
BERIE R AR TREITA
BEHRAEARERTEAREE
JEHETT - U RTBEIEIARIE
KARIEHOFAEBR
1K -

iy MBAREEBEETEK ML
BILEE R R EENR R
EERARBREEROE
OB NN ARE
12,684,0007T * TR E LA
H o BEBUKRBFIENN
BETHRHARFEHNEER
ERERBEETHZE -



Loss attributable to shareholders for the Interim
Period was approximately RMB44,346,000,
compared with the loss attributable of equity
shareholders of approximately RMB9,249,000 last
year. The reasons for the loss are as follows:

(i) Decline in turnover of liquefied coalbed gas
business due to major overhaul of LNG
production facilities and the tight natural gas
supply in PRC.

(if) Increase in depreciation of property, plant
and equipment and amortization of intangible
assets for approximately RMB 10,714,000
as a result of acquisition of LNG storage
facilities and LNG logistics business since
July 2011; partly offset by

(i) Decrease in administrative and other
operating expenses for approximately
RMB7,766,000, mainly due to the decreased
non-cash share-based payment in respect
to share options granted amounted to
approximately RMB12,663,000.

(ivy Decrease in distribution costs for
approximately RMB5,326,000 due to more
logistics services provided by Group
companies and lower sales volume for the
Interim Period.

(v)  Income tax credit for approximately
RMB2,890,000, compared with income tax
charge for approximately RMB5,068,000 in
the corresponding period last year, mainly
due to the recognition of deferred tax assets
arising from amortization of intangible assets.

APHRREEESEOAARE
44,346,0007T * 1M & FH IR EG
B84 A AR%9,249,0007T - &
BEBNRENT

(i

D)

(iv)

BB R AR EERIEE
TTREA R P EBEARAR
HEER  RICKEREDR
MEZEXBERTRE -

HRE-ZT——FEANUK
WERIERARE RFRMER
BIERARMREL - W
¥ KERZBRTERER
EEHBEENOARE
10,714,0007T © # A NIEH
FFr 2B 17 #5 88

FEHRB BT ERE
RIAR D BER Z IER SR
FOR 89 AR %12,663,000
TC o T R EAFE SR AL
ANER#7,766,0007T °

HRAREEET ARRASD
HIRRHE 2 W n RS A 3
EEMRTRE - D HEARRE
#) A R #5,326,0007T °

FEHRBEREREESH
EXEMELERIBBEE 5
B 24 5 A R%2,890,000
TLc MAFREBREAEHHA
> #A ANR#5,068,0007T °
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Natural gas exploration and extraction: As at
30 June 2012, the Group completed the ground
work and drilling of 180 CBM wells, of which 60
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 would cost for no more than RMB50
million; and the additional 249 wells planned for
drilling in 2013 to cost for no more than RMB125
million.

The gas average 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.

SR ZFREERE
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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.

Liquefaction operation: As at 30 June 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.

MR AEEARAREEERIERA
RIBMHRAREBHEFARN_-F
—FFERZAEREE - AEE
B & ROERZHERERABRIERA
REBEFEA  mMRBEER
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BLER R ——F~A=+
B AEEMNRECRAARELSST
X500,00037 5K » ZAT - AR AR
BB XAREREZR - NEBE
S EE AR BE R A RRBHETT TbF
#IR L - Bt - BIPIRIERAR
TITHRAAERREERMEAR - A
M EREBR-_T——FFNE
ERBBETEERARE Bt L
MEREEERTRE - b A
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FUAHHBEEERERARIR
KB W ETTRIE - ERAREEH
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BE-Z——&FRANUK  BIERA
RIBEIMIBESE - TERIBEZE -
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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 half 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.

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.

SR ZFREERE
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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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As at 30 June 2012, the Group had net assets of
approximately RMB1,036,462,000, including cash,
bank and deposit balances of approximately
RMB11,192,000. 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 7.3%.

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.
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As at 30 June 2012, the Group has an aggregate
of 498 employees, of which 39 are research and
development staff, 105 are engineering and
customer service staff, 177 production staff, 151
administrative staff and 26 marketing staff. During
the Interim Period, the staff costs (including
directors’ remuneration and share-based payment)
was approximately RMB11,039,000 (six months
ended 30 June 2011: approximately
RMB19,781,000).

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

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.

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.
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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.

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.
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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
liguefied 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.

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.
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On 28 February 2012, the Company entered into
a framework agreement (the “Cooperation
Agreement”) to cooperate with Longmen Hui
Cheng Investment Limited (BEFIEK I EBR 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

As at 30 June 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 (“SFO”)) 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:

(@) Long positions in shares, underlying

EERESTRAEBRRKRA
HERORES 2ERIXE

RZE——FXNA=1TH AR
AR EE S R E GG ([F5 &
EIEPI]) E3B2EREMFEZE
S ATRCER - SRR AR LR
BIZE5.461&FTM ETHETTAE B
TEEMRERECMEARA KL
BT EERARRARSITERA
BEARNR S EEMEE LR (E
= LFEFRIEBEHIEXVEL) B %
7~ MRS MEHFF 2w %
N

(a) RMAERQXARSD - HERDR

shares and debentures of the Company BHEzHER
Number of
ordinary shares/

Nature of underlying Approximate %

Name Capacity Interest shares  of shareholdings

LERY/HE BREL

i L) HE gk 4= AAt

Mr. Wang Zhong Sheng  Interest of controlled ~ Corporate interest 120,790,000 3.06%
TABRE _ corporation NGLES (Note 1)
REEERR (RitsE1)

Mr. Wang Zhong Sheng  Beneficial owner Personal  2,102,512,887 53.33%
TABEE ERBEAA A (Note 2)
(Hz22)

Mr. Zhang Qing Lin Beneficial Owner Personal 2,500,000 0.06%
REMTE EREAA A (Note 3)
i)

Mr. Feng San Li Beneficial Owner Personal 2,500,000 0.06%
BEFEE EREBA A (Note 4)
(fit4)

Mr. Fu Shou Gang Beneficial Owner Personal 2,500,000 0.06%
NEREE EHEBA fEA (Note 5)
(fit5Es)
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Notes:

ZE——FFhH

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.

&

—_

R

ZEBRNAEEREFR
NEPER -

THEBLIEEAEEERE
ERARBEITRAZ
100%#z - RIRE A
BEST1EFH KBS K
BISEXVED - T BRI AER
RERBEREBRAR
BHEZBRMDTHEEER -

FEBEEDRIA TSI
A H%2,102,512,887 %
Bz eFE : (\EREZ
EEAN  EAARBEAR
AIR—Z——FA A+
AEMM BT B8R
2,500,0000% % {5 H B8 i
o ()TRRESZEE
A BEBEAEBRA
1,119,230, 769 % B 1% {5
R RARRES ¢ i)k
2ESBMBEAN BEB
980,782,118 AR A&
BT »

SR E MR A AR AE 2 A
BA - HEAREARAF
R—ZE——FRA+NA
KB REs 2 RE
2,500,0003% f% 15 19 i 1%
T ©

IR = M ST A A B e 2 7
BA - BAEAREARART
RZT——FRA+/\H
R B R BIRE
2,500,000 A% t7 &9 5 A%
-

TS M % A4 A BB AR 2 7K
BA - HEARBEARAR
RZE——FRHAT/NH
He AR s 2R
2,500,000 % % 17 &Y i A
HE



Percentage of
interests in
the registered

Name of capital of the
associated Nature of associated
Director corporation Interest corporation
Iz EE
HAMERZ
BEx HHLEEE EEUE EEEAT
Mr. Wang Zhong Sheng ~ Jumbo Lane Investments Personal 100%
TREBEE Limited (Note 1) EaA
EEKREBRAT
(P E1)
Note: M EE
1. Jumbo Lane Investments Limited is a 1, EEREGRAAANRE
holding Company of the Group, owns BERERAR - EEAS
3.06% of the shareholding of the Group. Mr. E3.06%M K& - T HB
Wang Zhong Sheng owns 100% interest in EERFBEBEREABRAD
the issued share capital of Jumbo Lane AIE BEITIRAN 2 100% 4
Investments Limited. = ©
Save as disclosed above, as at 30 June 2012, none B EXHWFTEEIN  RZTE——F X

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 period.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE

INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO

As at 30 June 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:

JIR 3R B2 T B 40 101 B B
BREZESFRBERHA TR
BeEsRRBZAL

R-ZZE——F X A=1+H BEE
H R EIEIEDI 533618 R EAR A
BYEEZEDMATRE  THA
T(EREXHEBEZEELARA]
ERITHABRIN RARQ R K7D
ARG A EmSAR

Long positions in shares R zHRE
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%
T AB S E (1) corporation
R EEER
Mr. Wang Zhong Sheng (Note 2) 2,102,512,887 Personal 53.33%
TRBEE (HiE2) 1A
Ms. Zhao Xin (Note 3) 120,790,000 Interest of spouse 3.06%
tHE 4 (MIFE3) Bz s
Ms. Zhao Xin (Note 4) 2,102,512,887 Interest of spouse 53.33%
e+ (M) Bz s
Edmond de Rothschild 198,690,000 Interest manager 5.04%
Asset Management Hong Kong EaEEA
Limited (Note 5) (FT 5 5)
Edmond de Rothschild 198,690,000 Interest manager 5.04%
Asset Management (Note 6) (Fft 5£6) HEFREEA
TEERABREARELEEERA T 39

ST EhERE



SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE
INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO
(Continued)

Long positions in shares (Continued)

Notes:

1.

40

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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Asset Management Hong Kong
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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 30 June 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
Interim Period 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 Company or any of its subsidiaries
a party to any arrangement to enable the directors
to acquire such rights in any other body corporate.
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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) BRESTE (E)

Information in relation to share options disclosed in ~ #RiEAIZEMR R AT EABEE
accordance with the GEM Listing Rules was as follows: AR E R T -

Share price
of the
Company
as at the
Cancelled/ Date of Exercise date of
Name and Asat  Granted Exercised lapsed Asat  grant of Exercise price per  grant of
category of 1January during the during the during the 30 June  share period of share share
participants 2012 period period period 2012 options share options option options
A R RERE
It Ll B Br -F--F BRE SHER RHAH
SREREARER -A-H B B H#/4% ABZtR HEHEE  BRECES BIGEE ALARE
Executive Directors
HAEF
Mr. Wang Zhong Sheng 2,500,000 - - — 2500000 30/5/2011  30/5/2011-29/5/2021  0.495 0.495
IBBEE
Mr. Zhang Qing Lin 2,500,000 - - — 2,500,000 30/5/2011  30/5/2011-29/5/2021  0.495 0.495
REMELE
Mr. Fu Shou Gang 2,500,000 - - — 2500000 30/5/2011  30/5/2011-29/5/2021  0.495 0.495
bl
Mr. Feng San Li 2,500,000 - - — 2500000 30/5/2011  30/5/2011-29/5/2021  0.495 0.495
BREE
10,000,000 - - — 10,000,000
Employees 43,690,000 - - (1,300,000) 42,390,000 30/5/2011  30/5/2011-29/5/2021  0.495 0.495
€8
Consultants 200,020,000 - - — 200,020,000  30/5/2011  30/5/2011-29/5/2021  0.495 0.495
AR
253,710,000 - — (1,300,000 252,410,000
Notes: 5T -

(i) The terms and conditions of the grants that existed (i) TAZN AR AT 48 7 5% R T IR 615

during the interim period are as follows: N
Number of Contractual
options  Vesting conditions life of options
BREHE HEGYT BRESHES
Options granted:
R HEREE -
30 May 2011 215,220,000  Vest immediately 8.9 years
—E——HFHA=+H BN 57 8 8.9%F
30 May 2011 37,190,000  Half on each of the first 8.9 years

and second anniversaries
of grant date
—T——FRA=+AH BRHBEBzHEX 8.9%F
E_EBEFA
FR—E
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Notes: (Continued)

(ii) The number and weighted average exercise prices

s - (48)

(ii) Bk 8B R EFHITEE

of options are as follows: mF

Weighted average Number of
exercise price options
MEFTREE BREHE

HK$

BT
Outstanding as at 1 January 2012~ RZT—ZF—F—B&KTF 0.495 253,710,000
Granted during the period HABEH - -
Outstanding as at 30 June 2012 RZE—ZFXA=+BERIHE 0.495 252,410,000
Exercisable as at 30 June 2012 NZZ-ZFXA=THAUIHE 0.495 233,815,000

The options outstanding as at 30 June 2012 had
an exercise price of HK$0.495 and a weighted
average remaining contractual life of 8.9 years.

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)

R_E——FRNA=Z+BHZART
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AMOUNT OF CAPITALISED INTEREST

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

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

As at 30 June 2012, the Company had outstanding
convertible bonds convertible to 1,119,230,769
conversion shares and outstanding options to
subscribe for 252,410,000 Shares under the share
option scheme adopted on 18 May 2011. Details
of share option scheme are disclosed in page 42
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.

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

During the Interim Period, neither the Company nor
any of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company nor any
or its subsidiaries.
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The Company established an audit committee with
written terms of reference in compliance with the
GEM Listing Rules on 28 July 2003. 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 Interim Period, the audit committee has
held one meetings. The Group’s unaudited
consolidated results for the Interim Period have
been reviewed and commented by the audit
committee members.

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 purpose of
accounting, financial and internal control.
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During the Interim Period, 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
firstly quarterly and interim results of the Company
and the despatch of the first quarterly report and
the interim report within the period, as stipulated
by the GEM Listing Rules, due to the delay in
publication of 2011 Annual Results as additional
time was required for the preparation of the
technical reports on the Company’s CBM
resources, and therefore the preparation of various
valuation reports on certain assets of the Company.
The publication of 2011 Annual Results was also
delayed due to the change of auditors after the
reporting period had ended. The aforesaid delays
constituted breaches of Rules 18.48A, 18.53,
18.66, 18.78 and 18.79 of the Gem Listing Rules.

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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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 Interim 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

China, 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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