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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

NAEEHR
BOARD OF DIRECTORS

Executive Directors

Mr. Wang Zhong Sheng (Chairman)
Mr. Shi Liang
Mr. Fu Shou Gang
Mr. Kwok Shun Tim

(appointed on 2 January 2013)
Mr. Zhang Qin Lin

(retired on 27 May 2013)

Independent Non-Executive Directors

Mr. Luo Wei Kun
Ms. Pang Yuk Fong
Mr. Wang Zhi He

AUDIT COMMITTEE

Ms. Pang Yuk Fong (Chairman of audit committee)
Mr. Luo Wei Kun
Mr. Wang Zhi He

NOMINATION COMMITTEE

Mr. Wang Zhi He

(Chairman of nomination committee)
Mr. Luo Wei Kun
Ms. Pang Yuk Fong

REMUNERATION COMMITTEE

Ms. Pang Yuk Fong

(Chairman of remuneration committee)
Mr. Luo Wei Kun
Mr. Wang Zhi He
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Corporate Information (Continued)

DNAEEHR ()

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 910B, 9th Floor,
East Wing,

Tsim Sha Tsui Centre,
66 Mody Road

Tsim Sha Tsui East
Kowloon, Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman, KY-1110

Cayman Islands
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Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

TEROBFERTE

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman, KY-1110

Cayman Islands
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Corporate Information (Continued)

DNAEEHR ()

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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FINANCIAL HIGHLIGHTS
MBRE

Turnover of the Company together with its
subsidiaries (collectively the “Group”) for the
quarter ended 30 June 2013 (the “Quarterly
Period”) and the six months ended 30 June
2013 (the “Interim Period”) were approximately
RMB42,768,000 and RMB76,295,000
respectively, representing a decline of
approximately 8.9% and a rise of 3.3%
respectively compared with corresponding
periods in the previous financial year.

The Group recorded a loss attributable to
owners of the Company of approximately
RMB40,108,000 for the Interim Period.

Loss per share of the Group was
approximately RMBO0.86 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

GL € E

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 2012, 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)
ESHGseskER (8

Quarterly ended 30 June Half year ended 30 June
BERAZTHLEE BEAAZTHLEE

2013 2012 2013 2012
“3-=fF | “E--F | ZB-=F | 2%
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR | ARETT | ARMTR | ARETR
Note (unaudited) | (unaudited) | (unaudited) | (unaudited)
it (REER) | (REER) | (REER) | (REER)
Turnover EXE 3 42,768 46,957 76,295 73,880
Cost of sales EESI (44,782) (58,081) (87,624) (96,514)
Gross loss 3] (2,014) (11,124) (11,329) (22,634)
Other revenue and Etlim R
net income FHA 3 9 13 1,274 140
Distrioution costs AHEE (1,654) (1,208) (2,652) (1,556)
Administrative and other  1TH R ft:
operating expenses BER% (8,013) (7,974) (22,505) (22,909)
Finance costs HBER (4,933) (1,608) (8,899) (2,974)
Loss before income tax B FTSAIEE 4 (16,605) (21,899) (44,111) (49,933)
Income tax fikee 5 (549) 962 1,437 2,890
Loss for the period BREE (17,154) (20,937) (42,674) (47,043)
Attributable to: oI :
Owners of the Company ~ AARIEAA (15,751) (19,486) (40,108) (44,346)
Non-controling interests ~ FE2 R % (1,403) (1,451) (2,566) (2,697)
Loss for the period HEER (17,154) (20,937) (42,674) (47,043)
Dividends attributable ~ Eif& 8
to the period 6 - - - -
RMB (cents) | RMB (cents) | RMB (cents) | RMB (cents)
AR¥ (D) | ARE(D) | ARB@®) | ARE((®)
Loss per share SRER
— basic —EX 7 (0.34) (0.49) (0.86) (1.12)
— diluted —&% (0.34) (0.49) (0.86) (1.12)
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

HRGeEzEKRER
Quarterly ended 30 June  Half year ended 30 June
BERAZTHLZE BEAACTHLEE
2013 2012 2013 2012
ZE-=f | 2§ ZE-ZE | 5=
RMB’000 RMB'000 |  RMB’000 RMB'000
ARBTR | ARETT | ARBTR | ARETR
(unaudited) | (unaudited) | (unaudited) | (unaudited)
(REER) | (REFR) | (REBR) | (REFR)
Loss for the period HEEE (17,154) (20,937) (42,674) (47,043)

Other comprehensive HEAMZE
(expense)/income (X)) /WA
for the period

ltems that may be reclassified /4 ATaE MBS
subsequently to EIMER

profit or loss:

Exchange differences on ~ HEHEEE

translation of financial FHE L
statements of foreign ERER
entities (1,207) o7 (1,261) 540

Total comprehensive HE2EMYAE
expense for the period (18,361) (20,840) (43,935) (46,503)

Total comprehensive THEEZE
expense attributable to: B X%

Equity shareholders ARRAEERE
of the Company (16,958) (19,389 (41,369) (43,806)
Non-controlling interests FERER (1,403) (1,451) (2,566) (2,697)

(18,361) (20,840) (43,935) (46,503)
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
BEE =gk S

30 June 31 December
2013 2012
—E-=F —T--f
ANA=ZTH |TZA=1+—H
RMB’000 RMB’000
AR®ETT ARETR
Note (unaudited) (audited)
Bzt (REEH) (8&%)
Non-current assets FRBEE
Goodwill HE 267,298 267,298
Property, plant and equipment ~ #1% - #28 LRk 626,875 601,503
Prepaid lease payments for MERNTEN
land under operating leases Tin#e 34,585 34,309
Intangible assets EREE 350,054 365,231
Deposits and prepayments HEDS0E ¢ 47,813 53,485
Deferred tax assets BIERBEE 152 152
1,326,777 1,321,978
Current assets RBEE
Prepaid lease payments for MERNTEN
land under operating leases TiHEe 824 810
Financial asset at fair value BAFETAER
through profit or loss LEREE 200 200
Inventories FE 13,873 5,949
Trade and FERUR R
other receivables Hib R 9 250,972 187,387
Cash and cash equivalents BeRkBeEEYD 29,274 29,437
295,143 223,783
Current liabilities RBaE
Trade and ERERR
other payables HitERE 10 234,076 280,191
Bank and other borrowings due  —F R E|Hiz
within one year RITREMER 1 122,400 110,600
Obligation under finance leases ~ B & & E 31,322 4,747
Provision BE 3,098 2,507
Tax payable ERHE 13,700 22,253
404,596 420,298

TE-ZFRHRE
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (Continued)

RS MM &R (&)

30 June 31 December
2013 2012
—E-=f —E—_F
ANA=ZTH |TZA=1+—H
RMB’000 RMB’000
ARETR ARETR
Note (unaudited) (audited)
(k3 (REER) (EE%)
Net current liabilities RBEETFE (109,453) (196,515)
Total assets less current BEERRBEE
liabilities 1,217,324 1,125,463
Non-current liabilities FRBERE
Bank and other borrowings RITREMER 11 3,000 5,400
Obligation under finance MAMERE
leases 64,691 1,405
Deferred tax liabilities EEVEEE 92,422 95,955
160,113 102,760
Net assets EERE 1,057,211 1,022,703
Capital and Reserves EXRfEE
Share capital A 12 40,542 34,828
Reserves iE 996,592 965,232
Equity attributable to equity ROAERRE
shareholders of the Company ~ JE/h#E# 1,037,134 1,000,060
Non-controlling interests FERER 20,077 22,643
Total equity MR 1,057,211 1,022,703
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

BHHGEHETRER

Six months ended
30 June
BEZANA=+tHL

~E A
2013 2012
—E—=F —E——F
RMB’000 RMB’000
ARETT | ARETT
(unaudited) (unaudited)
(REER) (Rig=Z)
CASH OUTFLOW K HEISE AR
FROM OPERATING R m
ACTIVITIES (25,879) (6,478)
CASH OUTFLOW FROM WEEHEEN
INVESTING ACTIVITIES e mh (151,396) (13,198)
CASH INFLOW FROM REFEBELN
FINANCING ACTIVITIES BWEmRA 177,112 9,170
NET DECREASE IN CASH B& MIR1THE 64
AND BANK BALANCES R RE (163) (10,506)
CASH AND BANK BALANCES W—A—HH
AT 1 JANUARY B & MIRITH 5% 29,437 21,698
CASH AND BANK BALANCES W/ A=+H#
AT 30 JUNE B MIRITE R 29,274 11,192

“E-ZFRHRE TEBRREERES

REZEEBEBARAR
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CONDENSED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

HRGEESEBR

Attributable to equity shareholders of the Company

FLARRRARR
Share  Convertible Non-
Share Share General  Translation option bonds  Accumulated controlling Total
(Unaudited) capital  premium Teserve reserve Teserve reserve losses Total interests equity
-k T8k #ER
(%EFH) Bx  BEEE BREE  BNGR RBEEE REER  RHER it B8 &R
RMBOOO  RMB00  RMBOO0  RMBOO0  RMB00  RMBOO0  RMBOO0  RMBO0  RMBOO0  RMBI000
AR¥TR ARETT ARMTZ ARETR ARMTZ ARBTZ ARETR ARMTZ ARETR ARMTR
Balance at 1 January 2013 HZB-2E-F-RER 34628 878366 2412 1,506 30763 241200 (189,024) 1,000,060 2608 102270
Changes in equity BECR-cE
forthe six months ended REZTRLERER
30 June 2013
Loss for the perod - - - - - - (40,108)  (40,108) (2566)  (42674)
Exchange diferences
arsing fom franslaion - - - (1,261) - - - (1,261) - (1,261)
Total comprehensive expenses
forthe period - - - (1,261) - - (40,108)  (41,369) (2566)  (43,935)
Issue of new shares
- Share placement 321 1454 - - - - - 80,681 - 80,681
- Conversion of convertible bonds 2481 62,167 - - - (64,654) - - - -
- Transaction costs aftoutable
toissue of new shares - (2,830) - - - - - (2,830) - 2830)
Equity-setfled share
based payments ECYAES - - - - 52 - - 592 - 592
Balance at 30 June 2013 HZB-ZERAZTRER 405402 1015157 2412 %45 3,365 176555  (291%2) 1,097,134 2001 106721
Attributable to equity shareholders of the Company
KOARERRER
Share  Convertible Non-
Share Share General ~ Translation option bonds  Accumulated controlling Total
(Unaudited) capital ~ premium reserve reserve reserve resenve losses Total  interests equity
- T8k #8R
(kEFH) R&  BBEE  EREZ  BEHE BBEEE  WERE BHEE it B 4R
RMBOO0  RMB'0O0  RMB00  RMBOO0  RMBOO0  RMB'O00  RMB'OO0  RMB'OO0  RMBOO0  RMB'000
ARBTL  ARMTR ARMTR ARMTR ARBTR  ARMTR ARBTR ARMTR ARBTR  ARETR
Balance at 1 January 2012 RoF-Z5-f-AER 34628 878366 1523 1528 BI6 U9 (133408)  1,082422 28075 1,081,307
Changes in equity BECR-CE
forthe six months ended REZTBLERER
30 June 2012 BE2
Loss for the perod il - - - - - - (MM6)  (ade) &) (@108)
Exchange difeences aising BEIHHEL LR
fom ranslaion - - - 540 - - - 540 - 540
Totd comprefensive expenses BRAERRYE
forthe perod - - - 540 - - (44346)  (43,806) (2697)  (46,503)
Equity-setfled
share based payments - - - - 1,598 - - 1,59 - 1,59
Balance at 30 June 2012 RIE-CERAZTRER 34628 878366 1523 2068 294 M9 (I77754) 1010214 828 1036492
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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 six
months ended 30 June 2013 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 2013 are consistent with those used in the
Company’s annual financial statements for the year
ended 31 December 2012.

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.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

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 2013 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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Turnover and segment information
(Continued)

3. EXERIBEN @

—  The amount of each significant category of — EEFTEERLZ
revenue recognised in turnover during the Iﬁikuﬂz gl %EZZD
year is as follows: I
Quarterly ended 30 June Half year ended 30 June
_ BEARZTALEE EEAASHAL¥F
2013 2012 2013 2012
“%-Zf| -%--f| ZB-Zf| —E--f%
RMBIOOD |  RVBO0O | RMB'000 |  AMB'000
ARMTR | ARETT | AR¥TR | AR%TR
(unaudited) |  (unaudited) | (unaudited) | (unaudited)
(REER) | (REER) | (REBER) | (REBER)
Turnover 3 »
Sales of liquefied coalbed gas RIREREE
(including provision of (RERER
liquefied coalbed gas BEERWTRE)
logistic services) 33,083 38,570 57,070 57,156
Sales of piped natural gas EBRARHE
and provision of gas supply REHHR
connection services R R 9,685 8,387 19,225 16,724
42,768 46,957 76,295 73,880
Other revenue and net income Hﬂﬁui S RFIMA
Interest income from bank BOBERL
deposits ﬂ BIA 9 5 27 15
Others i - 8 1,247 125
9 13 1,274 140

The Group’s turnover and assets were mainly
derived from and related to the liquefied coalbed
gas business in China while other segments were
immaterial. Hence no geographical segment
information is presented.
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4.  Loss before income tax 4. BRFAEBAEE
Loss before income tax was arrived at after BRATGHABED R TS
charging: 18
Quarterly ended 30 June Half year ended 30 June
BEAAZTALEE BEAASTALYE
2013 2012 2013 2012
“%-Zf| -%--f| -B-Z%| -T-Zf
RMB'O0 |  RMBO00 | RMBOOO |  RMB'000
ARBTR | ARETT | ARBTR| ARETR
(unaudited) unaudited) | (unaudited) |  (unaudited)
(REER) | (REBER) | (REER) | REER)
Staff costs (including EIMA (BEESEHL)
Directors’ remuneration)
— share-based payments  — LARG AR Z AR 178 806 592 1,598
— others — £t 4,080 5,781 9,560 9,441
\ ) 4,258 6,587 10,152 11,039
Depreciation of property, nE BERRE
plant and equipment & 9,134 4,655 17,582 11,622
5.  Income tax 5. FiE#H
(a) Hong Kong profits tax (a) FBEANEH
Hong Kong Profits Tax is calculated at HEZT—=FR=F—
16.5% of the estimated assessable profits —HERA=TAHIESHZ
for the period ended 30 June 2013 and BERF BRI G ERM
2012, i 2 16.5%TH ©
No provision for Hong Kong profits tax has RN B R A BRE MR
been made as the Group did not derive any BREVE R BT B FIB
income subject to Hong Kong profits tax MzWA - A EEES
during the Interim Period. FISBEL B -
(b)  Overseas income tax (b) BIRER
Taxes on incomes assessable elsewhere REBDRBELERER

16

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 Quarterly Period
and Interim Period.

FrE R K i 2 A%
ER - RAIRRD - pE
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FREBUA]) R EMEH
EERIED - hERBA
AE-_ZZEN\F—-HA—H
2R 25% -

AEBNAZTE KA G H
M E R 2 REFIET
BiIg o
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6.

Dividends

The Board does not recommend payment of any
interim dividend for the Interim Period (six-month
ended 30 June 2012: Nil).

(3=

EESWTEERAT HRME
IR AR S (HE T — —F~
B=+HBLAMEA : £#) -

and equipment

During the Interim Period, the Group have acquired
approximately RMB6,118,000 (six-months ended
30 June 2012: RMB10,472,000) property, plant
and equipment. There was no material disposal in
the current period (six-months ended 30 June
2012: Nil).

7.  Loss per share BRER
The calculation of basic and diluted loss per share REERAFEHZGRERNAR
for the Quarterly Period and Interim Period were BSEEIE R Nl 2 R EZE
based on the respective unaudited data as follows: BErE
Quarterly ended 30 June Half year ended 30 June
BEAR=TALZE BEAACTRLYE
2013 2012 2013 2012
“E-=f| —Z-—= —E-=f| —Z--F
RMB’000 RMB'000 RMB’000 RMB'000
ARETR | ARETT | AR%TR | AR%TR
(unaudited) |  (unaudited) | (unaudited) | (unaudited)
(REER) | (REER) (REER)
Loss attributable RREERA
to owners of the Company ~ JE5 518 (15,751) (19,486) (40,108) (44,346)
Shares Shares Shares Shares
BE RE BE pE
(°000) ('000) (°000) ('000)
(TR) (FR) (FR) (FR)
Weighted average number of LAt EER
ordinary shares for the EXREBENM
purposes of calculating EFHLaRRE
basic loss per share 4,642,505 3,942,505 4,642,505 3,942,505
No dilutive loss per share was presented because HREE_ZT—=FA=+H
there were no dilutive potential ordinary share in IEERBE_ZT—Z—FA=
existence during the quarters and six months + B IEXE A R A FEE R A
ended 30 June 2013 and 30 June 2012 BEERUE 2 BT WA - St
respectively. w25 GRETER -
8. Additions and disposals of property, plant RERHEWE  BBERR

#

RAFRE - REBEWREYE - K
MR EN ARKB,118,0007T
(HE-_Z——FA=1tHI1
AEA: AR¥10,472,000
J0) o ANHRRE I A KA H & HIE
(BE-Z——FXA=1+HL
NEAR ) o
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9. Trade and other receivables 9. EWERREEMEKKE
The Group’s trade receivables relate to sales of AEENEEEREHEER T
goods to third party customers. The Group FEZHEPAH AEBHER
performs ongoing credit evaluations of its PRV BRRASELEITEET
customers’ financial condition and generally does & — BT ERERERKEL &
not require collateral on trade receivables. o
The Group’s trade and other receivables are as NGB 2 U AR R % L At FE UK
follows: HZHEBEWT -

30 June 31 December
2013 2012
2= —E——F
RNA=+H | +t=ZA=+—8
RMB’000 RMB’000
AR%T ARBTT
(unaudited) (audited)
(REER) (f&& %)
Amounts due from directors  JEUE EHIA
(note (a)) (P 7% () 1,315 945
Trade and bills receivables U IR 3k & fE IR = & 19,623 13,005
Amounts due from related FEU BN BB
companies 12,188 16,247
Advances to suppliers BEY SRS - 1,163
Prepayments and other FERRER
receivables H b U 3R I8 213,355 152,559
Other tax recoverable Hh el U Bl F2 18 4,491 3,468
250,972 187,387
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OF

Trade and other receivables (Continued)

The ageing analysis of the trade and bills

FE W BR R & E fth BB WK TR

(&)

JEU AR TR N PR SR IR 2 BRER 9 AT

receivables based on invoice date is as follows: W (REREH) :
30 June 31 December
2013 2012
—E-=F —T——fF
NA=+H |tZA=+—H
RMB’000 RMB’000
ARBT T AREET T
(unaudited) (audited)
(RBER) (&%)
Within 1 month ENEN 11,606 5,587
More than 1 month but 118 A% E3E AR
less than 3 months 3,339 4,408
More than 3 months but 3EA%&EGEARRA
less than 6 months 2,192 2,986
More than 6 months but 6l A% E12EAR
less than 12 months 2,486 —
More than 12 months 1218 A 12 - 24
19,623 13,005

Note:

(a) The amounts are unsecured, interest-free
and repayable on demand.

(@ HEFAR/EBER 28

RARERIERE -

TE-ZFRHRE TEEREERESREEEEEARAR
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10. Trade and other payables 10. ENERIREAMESRIE

30 June 31 December
2013 2012
—E-=F —E—=
ANA=+tH |+tZA=+—H
RMB’000 RMB’000
AR%T AREETF T
(unaudited) (audited)
(REER) (&%)
Trade payables FEFBR K 72,345 76,621
Amounts due to directors ERNEEHRIE
(note (a)) (M5t (@) - 514
Amount due to a non- EN—FHHBARZ
controlling shareholder of FEIE AR AR R R IE
a subsidiary (note (a)) (Mt 5% (a) 1,569 1,979
Accrued expenses and iR
other payables H Al fE A 5RIR 131,552 187,125
Deposits received from mEFWEIZS
customers 24,864 12,5631
Other taxes payables Hith R 18 3,746 1,421
234,076 280,191
The ageing analysis of the trade payables based FERBEZZEB AT (g3
on invoice date is as follows: EAH)
30 June 31 December
2013 2012
—B—=£ —E——F
NA=+H |+t=ZA=+—8
RMB’000 RMB’000
AR T ANREF T
(unaudited) (audited)
(RBER) (R %)
Within 1 month 1AAR 17,652 19,306
More than 1 month but less 118 A & {E318 B A
than 3 months 15,978 958
More than 3 months but less 318 B 18
than 6 months 61& A A 823 15,989
More than 6 months but less 618 5 %18
than 12 months 128 A A 17,524 12,946
More than 12 months 1218 A 1% 20,368 27,422
72,345 76,621
Note: Mz -
(@) The amounts are unsecured, interest-free @ S UE R TR e
and repayable on demand. TR E R -
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11. Bank and other borrowings

11.

As at 30 June 2013, the bank and other loans were RZE—=FXA=+H " EE
repayable as follows: BOMRITREMEZTAT :
30 June 31 December
2013 2012
—E—Z=F —T—_F
ANA=+H |+tZ—A=+—8
RMB’000 RMB’000
AR T ARBEF T
(unaudited) (audited)
(RBER) (R %)
Secured bank loans AEEFER
repayable: RITEF
Within 1 year or 1FNHA
on demand BERER 32,400 30,600
After 1 year but within 15 2E2FR
2 years - 2,400
After 2 years but within 2EBESFR
5 years 3,000 3,000
35,400 36,000
Unsecured other loans ABEERKIFEM
repayable: B :
Within 1 year or 1 A
on demand RERER 90,000 80,000
125,400 116,000
Less: Amount due within B OmBEET
1 year shown under —F R E|H
current liabilities ZHE (122,400) (110,600)
Amount due after 1 year EmEBBET
shown under non-current —F & EE
liabilities ZFRI8 3,000 5,400

TE-ZFRHRE PEBREER
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11. Bank and other borrowings (Continued) 11. |OTREMER (&)
Notes: B 5E
(@)  Unsecured other loans of RMB90,000,000 (a) EEBZEMESF /\E“&Z
(2012: RMB80,000,000) represent loans 90,000,0007C (=& —=
due to non-controlling shareholders of PRC F - /\EMSO 000,000
subsidiaries of the Group. The loans bear 73) 75 45 RN 5 B BT
interest at fixed rates ranging from 5.69% NARIEERBRREZE
to 11.50% (2012: 5.69% to 11.50%) per Koo REEFEN ‘n‘uti
annum. 5.69%%211.50% (=& —
% 5.60%%11.50%)
ZEEMEGE
(b)  As at 30 June 2013, bank borrowings of (b) E’s\f T—=ZFXA=Z+
RMB5,400,000 (2012: RMB6,000,000) A iE TERARKE
were secured by the Group’s property, plant 5,400,0007T (: F2—=
and equipment with carrying amount of F : AR¥6,000,0007T)
approximately RMB27,500,000 (2012: UAREBEmENAAR
RMB28,397,000). The remaining bank #27,500,0007T (ZF—=
borrowings of RMB30,000,000 (2012: F : AR¥28,397,0007T)
RMB30,000,000) were secured by the ZWE - KB RREBEE
pledge of certain plant and equipment of o HBRIBITERARE
FEMBE)EMIEMHER QA 30,000,000 (ZZF— =
(transliterated as Nopin (Xian Country) & AR#30,000,0007T)
Engineering Material & Machinery Co., Ltd. ToAsE1E (BRSR) %WI&
(“Nopin Engineering”). Nopin Engineering is MRBRAR] (f Bz
a company owned by Mr. Wang Zhong ETHEREBERE
Sheng. As at 30 June 2013, the Group did o a“é%?,%i_\%%iﬁg
not have any undrawn banking facilities BEZRAE - RZT—=%F
(2012: Nil). ~NA=+AH- $$§ﬁﬁﬂi
ARRRIZRITEE (=
T—TF M) o
12. Share capital 12. KA
30 June 2013 31 December 2012
ZE-ZEXAZTH ZE-CH#tZA=1-R
(unaudited) (audited)
(REEH) (&27)
Total Total
Number of nominal Number of nominal
shares value shares value
RA#E BEE BOEE! ZEfE
’000 RMB’000 '000 RMB’000
Tk AR%TRn T ARETRL
Authorised (Note (a)) AT (M) 20,000,000 174,064 | 10,000,000 94,610
Issued and fully paid BEIRER
At 1 January ordinary W-R—-AEREE
shares of HK$0.01 each 0.01B TR EBR 3,942,505 34,828 3,942,505 34,828
Issue of shares by share placement BBKNE E%TKH 400,000 3,207 - -
Issue of shares upon conversion  EERT R (EH
of convertible bonds HESGEC) 300,000 2,487 - -
At 30 June/ EN\H +R/
31 December A=1+-H 4,642,505 40,542 3,942,505 34,828
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12.

Share capital (Continued)
Note (a): Pursuant to an ordinary resolution
passed by the shareholders of the
Company at the extraordinary general
meeting held on 18 June 2013, the
authorised share capital of the Company
was increased from HK$100,000,000
divided into 10,000,000,000 Shares to
HK$200,000,000 divided into
20,000,000,000 shares by the creation
of an additional 10,000,000,000 new
shares.

Share option scheme

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 2013 had an exercise price
of HK$0.495 and a weighted average remaining
contractual life of 7.8 years. The exercise periods
for the above options granted under the Scheme
shall end not later than 10 years from 30 May 2011.

“E-ZFRHRE TEBRREERES

12.

MRS (%)

BREBEAARBRER =T
—=FA+N\BE1T
WRREFRAE Li@miB#
WERABR  BER
10,000,000,0000% %
% RRBHEERA
£ 100,000,000/ 7T 5
710,000,000,0008% i
7+ #%200,000,000%5
T4 420,000,000,000
R&R&AD o

M5t () :

B IR A T

BRER-_Z——FHA+/\HAE
B ERRER - ARAEMAT
—IEERE B ([EH8l)) - &
Il AN RS A RS 35 R AR BT
BZREES  TAEAEEAEEE
ZER - RARRBRERER
ZEHAREEER KA A
mIALELBE  ®BE R
B BE R SRR o AT
BlmFEME AR BN+
F o ER_T_—FHA++H
[Eia o

W-Z——FRA=+H &=
et EREZFERARQAE
T EERFAERELSR
258,300,000 % & i i% ~ i5 %
Ee-R-_E—=ZFAZTAHH
RITEBRARE 21T EA0.495
B MR REBAENFEERA
7.8%F o FHURIEZAT IR 2
BeiE - ATEHBTER =T ——
FRA=ZTHEBHTFLER -
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13. Commitments

(@)

At 30 June 2013, the total future minimum
lease payments under non-cancellable

operating leases in respect of office

13.

R—E—Z=ZFxXA=Z+
B REBRAZHEZT

AR ERANENZ A

premises are payable as follows: BREMEERERLEN
™
30 June 31 December
2013 2012
—E—=F —ET——fF
ANA=+H |+t=ZA=+—8H
RMB’000 RMB’000
AR® T AREF T
(unaudited) (audited)
(REER) (&%)
Within 1 year 1FR 667 444
After 1 year but within 5 years 14 & {E5F A 445 —
1,112 444

The Group leases a number of properties
under operating leases. The leases typically
run for an initial period of one to three years,
with an option to renew the lease with all
terms renegotiable. None of the leases
includes contingent rentals.

At 30 June 2013, the Group had the

AEBZKEEBROMEES
Th%x - BOZ50FH
—BR-E=F1% 7
REHER A (RFRIR A
e WAL A

AEBR-_ZE—=FXH

following capital commitments: = +EMERNEENT :
30 June 31 December
2013 2012
—E-—=F —E——F
AA=+H |+=ZA=+—H
RMB’000 RMB’000
AR%T ARBT T
(unaudited) (audited)
(RBER) (&%)
Capital expenditure in respect & B U ¥ % -
of acquisition of property, Heas RS IA K
plant and equipment and BBRAEIEN
in respect of construction BARXE :
in progress:
— contracted but not — BEIHERR
provided for in the B mERE
financial statements 72,289 222,645
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MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Review

The Group recorded a consolidated turnover of
approximately RMB76,295,000 for the Interim
Period, representing a rise of approximately 3.3%
compared with the corresponding period last year.
Details of the structure and change of revenue are
as follows:

(i) The LNG plant in Qinshui County, Shanxi
Province was shut down for major overhaul
between February 2012 and April 2012.
However, the production has increased as
compared with the corresponding period last
year as the equipment was operating under
normal capacity for the Interim Period,
therefore operating income generated from
liquefied coalbed gas has increased by
approximately RMB6,000,000. As the
income generated from liquefied coalbed gas
has increased, in order to meet the demand
for the Group’s logistic services, we cut back
the external sales of logistics services for the
Interim Period which offset the increase in
sales of liquefied coalbed gas during the
period.

(i) Due to the increase in the production of
liquefied coalbed gas, the production cost
of liquefied coalbed gas was lowered,
resulting in the decrease in gross loss of
approximately RMB11,035,000 for the
Interim Period as compared with the
corresponding period last year.

EEENWRDMN

ot %5 01 8

REERAFHSEEEEEED
AR#76,295,0007T @ B EF R H
EF#3.3% o WA LE LB AR
T

() WAEEDKENBRIERAR
IR - E——F-_ANm=zE
ZE-ZFNAMEEER
EITRLE - MR EIRE
FRIES E=L EFREE
= AW ERE %
W A 38 0049 A R #6,000,000
T o RRIE B E R A5
m- BREAREE YRR
BHEK - SEAFEH YR
MRSz B ONHER D - K
B E BRI E RN A
B2 HEFIE o

i) e AR AL B A
o R B R R R A
IR BB AR B E L
LERBMALOARY
11,085,0007T °
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Financial Review (Continued)

Loss attributable to shareholders for the Interim
Period was approximately RMB40,108,000,
compared with the loss attributable of shareholders
of approximately RMB44,346,000 last year. The
reasons for the decrease in loss are as follows:

(i) The production of liquefied coalbed gas has
increased during the period, therefore the
cost of liquefied coalbed gas was lowered,
resulting in the decrease in gross loss as
compared with the corresponding period last
year.

(i) Along with the increase in the operating
income from liquefied coalbed gas, the
distribution costs increased by approximately
RMB1,096,000.

(i) As a result of the entering into of a finance
lease agreement and other borrowings, the
finance costs increased by approximately
RMB5,925,000.

EEEN W& DM (&)

Bt ¥ E R (4])

APHRREEBEOAARE
40,108,0007T - if] & F K IR R FE(L
B84 AL AR 44,346,0007T °
BEARLVEBEMNRELT

() RAHRE REXEREE
AN - EIRAL KR B SR AN
K BEEBLEFREIR

oo

~

\

iy HBRREEEREEIWAL
me EoEKAEAHOAR
#4,096,0007T °

(i) FBARAHEFE s RmEHEE
e REME R BRI TS
&A1 N4 AR 5,925,000
7_E °
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Business Review and Development Prospects

Natural gas exploration and extraction: As at
30 June 2013, the Group has already completed
the ground work and drilling of 228 CBM wells, of
which 126 wells were in production. The number
of wells drilled was slightly below our previous
expectation as the Group was focus on the output
of production and the stability of gas output. The
Board expects to accelerate the output of
production wells in the second half of 2013. The
average gas production volume of the existing wells
ready for immediate gas output is 800 cubic meters
per day per well. As the construction of the Group's
natural gas pipelines for delivery of gas from the
production field to the liquefaction plant has been
essentially completed in 2012, the Group has
started to generate revenue, profit and cash flow
from the business of exploitation of natural gas.

Liquefaction operation: As at 30 June 2013, the
Group's LNG production capacity was 500,000
cubic metres per day. However, due to the tight
supply of domestic natural gas within China, the
Group experienced difficulty in sourcing enough
natural gas feed for its downstream liquefaction
purpose, therefore, the utilization of the Group's
LNG plants was relatively low and unsatisfactory.
However, the above situation has been improved
after the Group has started its own gas production
in the fourth quarter of 2012. The ex-factory price
of LNG has increased along with the increase of
the price of natural gas in the PRC since last
quarter. Currently, the operation of LNG plant has
been steady. The revenue, profit and cashflow
contribution to be generated from the LNG plant
to the Group are expected to increase due to the
increase in both the self-produced gas production
and supply.

EEEN W& D (&)

EXOERBRRAR

IARBERAR : R —=F
ANA=1H  KAEBEDTK2280
HERFNMEE T MITH - HAf
WEFE1260 o sTAk R MUK
REMEMTER  ERALEER
PEER TIEEBE A MRIRE RBE
R-FZLBEEBENR =T —=FT
FENRIGEHEE - BEHA L
RHEEFIZFHEHLRERATK
8003 5K - AR AEBEIERAR
HRAEXEREHOHRAREE
EREN T — - FERTEK
AEERERARBRARHARES
BEElkE s ERESRE -

BLER R =F~A=+
B AEENRIECRAARELASST
X500,0003Z /53K ° Aif * AR
BB ARARMEEER  AEEEH
LUREE R R R A RIRAHETT T
MR - Bt - NEBORIERA
RIEF A REIR BRI - A
i EAEER T ——FFNF
ERBETEERARE  UERE
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R REBERKARER LR
LNGH BB © B ADR{IERA
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Business Review and Development Prospects
(Continued)

Marketing and sales: In view of the strong
demand of LNG in central China due to the rising
industrial and residential demands, the Group
developed the vertical integration structure to
supply LNG from its LNG plant in Qinshui County,
Shanxi Province to its customers in surrounding
areas through its own distribution pipes. 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 maximise the profit margins. The Group will
actively expand the natural gas consumption
market by making full use of its exclusive natural
gas operation right in Ruyang County, Henan
Province and in Beiliu City, Guangxi Province.
Meanwhile, through the project of building gas
stations alongside the mature transportation routes
within China and the market development and
maintenance of end users, the Group is able to
secure a long term demand from major users as
well as optimise the overall sales mix and therefore
maximise our profit margin. The Group's related
gas pipelines placement works in the Ruyang
Industrial Zone was in progress. Meanwhile, we
started to use cylinder group and skid-mounted
equipment to sell gas to our customers. Moreover,
the Group will increase the utilisation of the LNG
plant by continuously participating in the regional
gas trading market so as to generate more revenue.
Nevertheless, this will not be our major business.
The trading business only generates a thin margin,
but it is one of the measures to minimise the idle
capacity and to generate more revenue.

EEENWE D (&)

EBOERBERAIS ()

MIEEEREERL BN TER
EEFBREFHESPEP IR
RARTBRER  AEERTTE
BEBnEE  BBREFNDH
BB BEMRILTEEDKENR
ERAR TR EZ RN E P H#
EBIERAR - EHE—BILWERE
AR ERARMERE N RER - X
RAMBE - KEBEBTRDREER
FHE  UEARREMBRSHE
Ko ARBR AN BBEHEFNA
MEXGSENMETEAIERTARA
RBREEE  BRFAARARHE
Emi5 - AEZBE AR ESR
BEREER MRS ER LA
REPHMSRM LM - AEE
AESKETZRPHERATR
RIF TREESEBC R EBIHEAS - 1t
MAERSABEE - KEERLS
TREMABHREBHRIEEE
7 - BRI R ARARRER
BRAEARMNEFHERAR
AN AEEREESE B2 ER
NARARE HM B AR RIERR
RIBA R AR - fEmE A -
R - ZEBBTEEARBNE
EEW -BEEFEBEELINE
BAE - Bl DREREREER
R MBARTTEZ — -
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Liquidity, Financial Resources and Capital
Structure

As at 30 June 2013, the Group had net assets of
approximately RMB1,057,211,000, including cash,
bank and deposit balances of approximately
RMB29,274,000. 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 12.1%.

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.

TE-ZFRHRE PEBREER

EEENWE D (&)

uu.;jlﬁﬁ N Hjﬁﬁ/ﬁ&ﬁzk %

R-TBE—=FA=1+H A£HE
mEESFENABANRE
1,057,211,0007T * ERBFER
& BOTREREGHARE
29,274,0007T ° A5 B &R K H B
BER - REEENTERERE
BRE  REBAFEARERLER
ZRELH o Mt AEEZER
HEELE(EAEEEIMEESR
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Employees

As at 30 June 2013, the Group has an aggregate
of 564 employees, of which 88 are research and
development staff, 249 are engineering and
customer service staff, 192 administrative staff and
35 marketing staff. During the Interim Period, the
staff cost (including Directors' remuneration) was
approximately RMB10,152,000 (for the six months
ended 30 June 2012: approximately
RMB11,039,000). 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.

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.

EEEN W& DM (&)
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OUTLOOK

The Board believes that the Company will sustain
long term development and maintain its leading
position in China’s natural gas market given its
vertical integration business structure that reduces,
or eliminates risks in gas supply, gas price
fluctuation and earning visibility. According to the
12th Five-Year Plan for the period from 2011 to
2015 promulgated by the PRC government, natural
gas users in China will increase by 100 million to a
total of 250 million. On the nationwide gas market
basis, the Group has observed inadequate gas
supply in general that has rendered midstream gas
processing companies in the market in an adverse
operating environment causing low utilisation and
loss. Unlike most of the above midstream gas
processing companies whose business models
only focus on certain areas of the gas production
or supply chain, the Group has its own gas
production in upstream operation which enhance
the Group’s selfsufficiency in gas supply to the mid-
stream LNG plants and downstream gas sales and
distribution, and therefore reducing the gas supply
risk in the long run. The current situation of gas
supply inadequacy and the consequential loss
arising from operations are just temporary and it is
likely that the business will turn profitable and show
phenomenal growth in the near future as the Group
accelerates its gas production and the rising trend
of the price of LNG in the PRC continues.
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OUTLOOK (Continued)

Furthermore, the Group, with its own gas supply,
is less affected by gas price fluctuation in the
international natural gas market. Moreover, gas
price increases in the international market would
in fact make our gas products and supply more
competitive and increase our profit margin given
our lower operation cost resulting from our full
participation in the natural gas value chain. The
Group believes that its revenue and profit will
increase in the long run. More importantly, the
vertical integration strategy would enable the Group
to sustain long term development and become a
strong market leader. 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. On the other hand, the
construction of the pipelines that transport gas to
the LNG plants in Qinshui County from the Group’s
own gas fields has been essentially completed, and
the Group can since then increase its own LNG
plants utilization by feeding more self-produced gas
to the LNG plants. More importantly, the utilisation
of the downstream LNG transportation trunks and
the storage facilities would also increase. As the
gas price increases, demand for gas in China
remains strong and the Group’s supply constraints
unleash, the Group expects the gas sales in 2013
to grow significantly and the profitability to improve
substantially. In the near future, the Group will
mainly focus on upstream CBM exploration and
production on the existing CBM assets. Meanwhile,
the Group will be opportunistic in value-accretive
upstream gas asset acquisition, if any.
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MAJOR TRANSACTION AND EVENT
The Placing

The Company and the Placing Agent, Vision
Finance International Company Limited (the
"Placing Agent") entered into the placing
agreement on 14 March 2013, whereby the
Company conditionally agreed to place, through
the Placing Agent, on a best efforts basis, a
maximum of 400,000,000 shares of the Company
to independent investors at a price of HK$0.25 per
placing share (the "Placing").

The 400,000,000 placing shares represent (i)
approximately 9.99% of the then issued share
capital of the Company of 4,002,505,023 shares;
and (ii) approximately 9.09% of the then
Company's issued share capital of 4,402,505,023
shares as enlarged by completion of the Placing.

The Placing was completed on 9 April 2013. The
net proceeds from the Placing of approximately
HK$96.4 million has been and will be used for the
drilling of wells and natural gas pipeline
construction work. For details of the Placing, please
refer to the announcements of the Company dated
15 March 2013 and 9 April 2013 respectively.

Memorandum of Co-operation in respect of the
possible subscription

On 20 June 20183, the Company, Beijing
Enterprises Holdings Limited (the “Subscriber”) and
the Placing Agent entered into the memorandum
of Co-operation pursuant to which the Company
conditionally agreed to place, through the Placing
Agent, 9,300,000,000 shares of the Company (the
“Placing Shares”) to the Subscriber (or its wholly-
owned subsidiary(ies)) at a price of HK$0.26 per
Placing Share (the “Placing and Subscription”).
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MAJOR TRANSACTION AND EVENT
(Continued)

Memorandum of Co-operation in respect of the
possible subscription (Continued)

Under Rule 26.1 of the The Hong Kong Code on
Takeovers and Mergers (the “Takeovers Code”), the
Subscriber (or its wholly-owned subsidiary(ies))
would be obliged to make a mandatory general
offer (the “General Offer”) to the shareholders of
the Company for all the issued shares and other
securities of the Company not already owned or
agreed to be acquired by it and parties acting in
concert with it unless the whitewash waiver as may
be granted by the Executive Director of the
Corporate Finance Division of the Securities and
Futures Commission (the "Executive") pursuant to
Note 1 on dispensations from Rule 26 of the
Takeovers Code in respect of any obligation of the
Subscriber (or its wholly-owned subsidiary(ies)) to
make the General Offer (the "Whitewash waiver")
is obtained from the Executive. In this regard, the
Subscriber (or its wholly-owned subsidiary(ies)) will
make an application to the Executive for the
Whitewash Waiver in respect of the allotment and
issue of the Placing Shares after the signing of the
formal agreement in relation to the Placing and
Subscription.

Completion of the Placing and Subscription is to
be subject to the satisfaction of the conditions
precedent described in the memorandum of co-
operation and the terms of the formal agreement
in relation to the Placing and Subscription. As at
the date of this report, no formal agreement in
relation to the Placing and Subscription has been
entered into and the Placing and Subscription may
or may not proceed. For details, please refer to
the announcements of the Company dated 26 June
2013 and 25 July 2013.
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MAJOR TRANSACTION AND EVENT
(Continued)

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
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
HK$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. The Finance
Lease Agreement was approved by the
shareholders by way of ordinary resolution at the
extraordinary general meeting of the Company held
on 27 May 2013. For details of the Finance Lease
Agreement, please refer to the announcements of
the Company dated 21 May 2012 and 27 May
2018 and the circular of the Company dated 22
April 2013 respectively.
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MAJOR TRANSACTION AND EVENT
(Continued)

Increase in Authorised Share Capital

The Company increased the authorised share
capital from HK$100,000,000 divided into
10,000,000,000 Shares to HK$200,000,000
divided into 20,000,000,000 shares by the creation
of an additional 10,000,000,000 new shares by
passing an ordinary resolution by shareholders at
the extraordinary general meeting held on 18 June
2013.

For details of the increase in authorised share
capital of the Company, please refer to the
announcements of the Company dated 24 May
2013 and 18 June 2013 and the circular of the
Company dated 30 May 2013.

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 (BEPIER IR E AR A
Al) (“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 20183, 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 shares and
debentures of the Company
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Number of
ordinary shares/
Nature of underlying Approximate %
Name Capacity Interest shares of shareholdings
EER/ BB BRES
#e L) BHEME RHA#HE ARl
Mr. Wang Zhong Sheng Interest of controlled Corporate interest 120,790,000 2.60%
ITRBAE corporation AR (Note 1)
REEEER (FrzE1)
Beneficial owner Personal 1,802,512,887 38.83%
EREBA EA (Note 2)
(Fits£2)
Mr. Fu Shou Gang Beneficial Owner Personal 2,500,000 0.05%
&L E EREAA {EN (Note 3)
(Ffr#3)
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Long positions in shares, underlying shares and
debentures of the Company (Continued)

Notes:

38

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 1,802,512,887 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 819,230,769 conversion shares; and
(iii) a beneficial owner of 980,782,118 issued
shares of the Company.

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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Save as disclosed above, as at 30 June 2013,
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
period.

SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE

INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO

As at 30 June 2013, 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:

Long positions in shares
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Percentage of

Name Number of Shares Nature of Interest shareholding
<] RO #E BHME FRESH
Ms. Zhao Xin (Note) 1,923,302,887 Interest of spouse 41.43%
fHE A (M5 [iRK v e
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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)
Notes:

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.

Save as disclosed above, as at 30 June 2013 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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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 New Share Option Scheme 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)

BRERTE (8

Information in relation to share options disclosed in ~ 1R{EAIZEMR F TR AIFTIREEBEE
accordance with the GEM Listing Rules was as follows: ~ ARAEHE RN T -

Share price
of the
Company
as at the
Cancelled/ Date of Exercise date of
Name and As at Granted  Exercised lapsed Asat grantof  Exercise price per grant of
category of 1January during the during the during the 30 June  share period of share share
participants 2013 period period period 2013  options  share options option options
A R RERE
—B-Zf ol il B —B-=F BRE SHERE RHAH
SRERARER -B-8 BEE BAE H#/X¥ ABZTR HEAY BRECES R AAARE
Executive Directors
HITEE
Mr. Wang Zhong Sheng 2,500,000 - - — 2,500,000 30/5/2011 30/5/2011-29/5/2021  0.495 0.495
ERBEE
Mr. Zhang Qing Lin
(Note (i) 2,500,000 - - - —  30/5/2011 30/5/2011-29/5/2021  0.495 0.495
REMEAE (ML) (Note i)
(GiEL0)
Mr. Fu Shou Gang 2,500,000 - - — 2,500,000 30/5/2011 30/5/2011-29/5/2021  0.495 0.495
fBRI%LE
7,500,000 - - — 5,000,000
Employees 39,740,000 - - — 42,240,000  30/5/2011 30/5/2011-29/5/2021  0.495 0.495
E&8 (Note (ii))
(B 2 i)
Consultants 200,020,000 - - — 200,020,000  30/5/2011 30/5/2011-29/5/2021  0.495 0.495
AR
247,260,000 - - — 247,260,000
Notes: Bz -
(i) The terms and conditions of the grants that existed (i) PN EIFE 7 BB G R &
during the interim period are as follows: mE
Number of Contractual
options  Vesting conditions life of options
BREZHE BEHEMT BRESHES
Options granted:
R HEREE -
30 May 2011 215,220,000  Vest immediately 10 years
—E-——HFHRA=1H B R & 10%F
30 May 2011 43,080,000 Half on each of the first 10 years
and second anniversaries
of grant date
—E——%HA=TH REEHzEER 104F
E_EBER
FR—¥
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SHARE OPTION SCHEME (Continued) BRESTE (8

Notes: (Continued)

(i)

MisE : (8)

The number and weighted average exercise prices (i) BERRHE 2 & B R NEF T EE

(ii)

of options are as follows: mE
Weighted average Number of
exercise price options
mETHITRE BREZA
HK$
BT
Outstanding as at 1 January 2013  R-Z—=F—A—HXI# 0.495 247,260,000
Granted during the period HABE N - -
Outstanding as at 30 June 2018~ RZT—=FXA=FTHKE 0.495 247,260,000
Exercisable as at 30 June 2013 RZZE-=EXA=THATE 0.495 229,990,000
The options outstanding as at 30 June 2013 had R-ZE—Z=ZFNA=Z+BRITE
an exercise price of HK$0.495 and a weighted fE AR tE 2 1T (B R0.495/8 7T -

average remaining contractual life of 7.8 years.

F o

BT ZINEFHAENFRR/T.S

Mr. Zhang Qing Lin retired as an executive Director (i)  REMIELER - ZT—=FHA =
THHREHRTES -

on 27 May 2013.
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CONTINGENT LIABILITIES

(i)

(i

During the year ended 31 December 2011,
the Company filed a claim with it IR ZE
8€ (“Beijing Arbitration Commission”)
against one of its coalbed methane suppliers
(the “CBM Supplier”), claiming for financial
losses of approximately RMB407,193,000
arising from insufficient supply of coalbed
methane under contract. In February 2012,
the CBM Supplier filed a counterclaim with
the Beijing Arbitration Commission against
the Company, claiming for (i) financial losses
of approximately RMB155,336,000; (i) late
payment interest of approximately
RMB3,771,000; and (jii) financial loss arising
from early termination of contract of
approximately RMB102,775,000. The
Directors consider, based on the legal advice
obtained from the Company’s legal counsel,
that the Company has a valid defence
against the above counterclaim and,
accordingly, no provision has been made in
the consolidated financial statements for the
six months ended 30 June 2013 and ended
30 June 2012, respectively in relation to
these proceedings.

During the year ended 31 December 2011,
a customer claim 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. On 3 June 2013, Shanxi Province
Higher People’s Court ruled that the
subsidiary of the Group did not violate the
contract and no compensation is required
to be made.

AMOUNT OF CAPITALISED INTEREST

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

(i)

(i

REEz—_ZE——F+=A=
+—HIEFE AAREHE
H—rlEstrn ([HE
REERD FIERPREE
RO EREEREX
BEREBEAOEERTRZEESR
MEARNTEEEHARE
407,193,0007T e A=F——
FR BERBERIY
AAREIERFHEEZESIR
HRER - EREE ) 58S
B A R¥155,336,0007T
(BB RFEHARE
3,771,0007T : M(i)EAT4% 1E
BHNEEZUMBEEOAR
#102,775,0007C - EFR
B REBARGEEEBZ
FREER  ARRIAEY
LA ERBFZHEREE
B REAREBEE—_Z =%
A=+HEK-_Z——FXA
=+ HI1EAEA DRI &R
RA VMR ZETFAE
R o

REE-_Z—F+=-A=
+—RIEFE  —REFE
TR E— KB QR KEE
BESHHERAR M
WERARAZENARE
6,954,0007C ° R - T — =4
NAZH - LWAEERAR
FEREBEHEAEEWE QA
FEERAHAR » TFE
HAE A BSE -

EREEXZAESH

BRANTREFTIREE D -

REERAK

I B AR BB ER o
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CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

As at 30 June 2013, the Company had outstanding
convertible bonds convertible to 819,230,769
conversion shares and outstanding options to
subscribe for 247,260,000 Shares under the share
option scheme adopted on 18 May 2011. Details
of New Share Option Scheme are disclosed in page
42 of this report.

During the Interim Period, 240,000,000 shares
were allotted and issued by the Company pursuant
to the exercise of conversion rights attached to
the said convertible bonds.

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.

SUBSEQUENT EVENT

On 4 July 2013, (i) 340,000,000 shares of the
Company were issued to Mr. Wang Zhong Sheng,
an executive Director, the chairman and substantial
shareholder of the Company and (i) 479,230,769
shares were issued to two independent third parties
on exercise of their respective conversion rights
under the convertible bonds issued by the
Company due on 12 July 2013 (the “Convertible
Bonds”).

WRRES - RRERIEM
R

R-ZZE—=FXA=1+H  AQF
ERERTHBBRESFTERE
819,230,769 B # i (5 KIRIE
ZE——FRA+\BERMER
BEEABRITEERENTRE
247,260,000 i 0 © B B3R
BETEZHBERAREF428H
5 o

AR R EIE E o] R (& 5
B R 8 MR MR T {5 1 B 3 T 3R AT
240,000,000/ B 7 °

BrREERE

ARBZ ARIMABERARSHAS
BEAPTETERBELBERE
ZAES - MEARRAMBRBRR
RLHIIR2HEFBL ©

BA > HESBEARRFA LH
&

RAGH - KRB REEMHBA
AMEEA  HEIWMEARF N
EEFAIMB AR ZEM EMmES -

REHRER

RZE—=F+AWMA ' ()ARQF
WITES TRRTERRTEE
. HE 24 17340,000,0000% & A &
B R()RBBILE = HEITE
FESEBRARBIMEITR _Z—
=Ft AT AN RERES
(AT ES]) B T avs R mE
B%17479,230,7690% % 17 ©
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SUBSEQUENT EVENT (Continued)

As at the date of this report and immediately after
the issue and allotment of an aggregate of
819,230,769 Shares pursuant to the exercise of
the conversion rights under the Convertible Bonds,
(i) there were a total of 5,461,735,792 shares of
the Company in issue; and (i) outstanding options
of the Company to scubscribe for a total of
247,260,000 Shares under the share option
scheme of the Company adopted on 18 May 2011.

For details, please refer to the announcement of
the Company dated 4 July 2013.

AUDIT COMMITTEE

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.

FEHRER (@)

RAERE B B K e A 1715 1] A%
BEHE NS BREMRTMERES
819,230,769/ 1 1% » (VA7
B4 $5,461,735,7920% 2 B 1T
B RiARBAR-_ZE——%FAA
TABRMOBRETSEET
AOTERNERETRBA &L
247,260,000/% f% 17 -

BRHBHE2HARRARNAR-Z
—=F L AMBMHR -

BEREES

ARAER_FEE=FLtA-1+N
HERAIER ETHRA - RILEZ
ZEeVEHEIIPEBRDE - F
BRREGZIRRER (HFEHE)
EHMERAKE 2R ERRA
KFERN 2 BB - AR M BB EE 4R
FREEH TEHERAERTERE
EREA - RTRHAAEENEE
hEI N REEE -

BEREZBEmM=-RBIUIFNTESR
FoMEE  BEBRERZES
(/%) MK »

RARH  BEREZBELHT K
% MARBEARTHZ REEX
RARBCHBERZEENEEMN
REEHER -

RTHRFSEZNEEER &K
BEAFECEAAERIETAM
ERRFEDEREASERS
fh - BEXZBENTRA AEEE
ERARMNE TEREST  BMBR
MEREE 2 THE -
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CORPORATE GOVERNANCE

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”).

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.

Under code provision A.2.1 of the HKSE Code,
the roles of chairman and the chief executive should
be separate and should not be performed by the
same individual. The Company does not have any
officer with the title of “chief executive”. This
deviates from the code provision A.2.1 of the HKSE
Code.

Mr. Wang Zhong Sheng, who acts as the chairman
of the Company, is also responsible for overseeing
the general operations of the Group. The Board
will meet regularly to consider major matters
affecting the operations of the Group. The Board
considers that this structure will not impair the
balance of power and authority between the Board
and the management of the Company. The roles
of the respective executive Directors and senior
management who are in charge of different
functions complement the role of the chairman and
chief executive officer. The Board believes that this
structure is conducive to strong and consistent
leadership which enables the Group to operate
efficiently.

EEER

RARH - BRI XHREESN - &
SECETRIER ETHARRIMET
TAECREERTRTAD (B
PSRN 8O ST RIS

RIBHE AT AR A4 15 > 3F
WITEFEABREESY - WAEKS
EiE - BRI JFMTTESRIBIUIF
WITERAUEEE L - EERE
RRBZ REABERAIRARLR
ARRBFAEHESRE EFg
R BOZHRELESREES
RETERM -

IR 22 BT <P Al 2 <P R SCEE A2,
% FRETHAHZACEER
S FNEH—ARRRE - NAF]
RN LA [T B4R EL | BB AL 2
LS WREBER AT
2 SFRMEX EA2. 11K ©

TRABELEEEARREE - TR
BEREARERRUEF - E28H
THAFERE  UERRELALHE
BECEARHE - BEFEARARULE
BIreEYEEeRARREIEER
ZHENREBEERER - £
TEEREETRABREZGRER
EzARABRIERTEBRIEZAE
HERAER - EFEME - LRBE
MREZZEMEE ZEE - EA
SEAEREE -
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CORPORATE GOVERNANCE (Continued)

The Company understands the importance to
comply with the code provision A.2.1 of the HKSE
Code and will continue to consider the feasibility
of appointing a separate chief executive. The
Company will make timely announcement if the
chief executive has been appointed.

The Company has adopted a code of conduct
regarding securities dealings by Directors as set out
in Rules 5.48 t0 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, 14 August 2013

As at the date hereof, the executive Directors are
Mr. Wang Zhong Sheng, Mr. Shi Liang, Mr. Fu Shou
Gang and Mr. Kwok Shum Tim 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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