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

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

BOARD OF DIRECTORS

Executive Directors

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

Non-Executive Director

Mr. Kwok Shun Tim (re-designated from an executive Director
on 15 April 2014 and resigned with effect from 22 July 2014)

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
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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,
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Hong Kong

REGISTERED OFFICE

Clarendon House

2 Church Street

Hamilton HM11

Bermuda

(with effect from 23 April 2014)

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Codan Services Limited
Clarendon House

2 Church Street
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Bermuda

(with effect from 23 April 2014)
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CORPORATE PROFILE
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China CBM Group Company Limited (formerly known as China
Leason CBM & Shale Gas Group Company Limited) and its
subsidiaries (collectively referred to as the “Group”) currently conduct
the business of manufacture and sales of liquefied coalbed gas whose
operations are located in the PRC. The Company was incorporated
in Cayman Islands as an exempted company with limited liability in
July 2002 and continued in Bermuda as an exempted company with
limited liabilities in accordance with the Company Act 1981 (as
amended) of Bermuda. It was initially listed on the Growth Enterprise
Market (“GEM”) of The Stock Exchange of Hong Kong Limited on
12 August 2003.

The Group is principally engaged in the business of exploitation,
liquefaction production and sales of natural gas in the PRC.
Headquartered in Beijing. The Group’s production of liquefied coalbed
gas is in Shanxi Qinshui Basin which boasts the richest liquefied
coalbed gas, while its distribution network extends to Shanxi,
Guangxi and Guangdong Provinces, etc.

In order to stabilise our natural gas supply and hence raise the
utilisation of our liquefied natural gas (“LNG”) plant, the Group has
made significant investment in resources exploration and exploitation
at the coalbed methane blocks located in Yangcheng, Shanxi, since
July 2011. The Group had successfully supplied gas to the LNG
plant. The commercial production of coalbed gas has transformed
our Group into a vertically integrated natural gas company and
continued to enhance our leading position in China’s unconventional
gas market.

The Group will adhere to the principle of “social responsibility is of
overriding importance” while exploring and developing in the new
energy sector with an aim to provide the world with high-quality clean
energy and keep improving and promoting the harmonious
coexistence of man and nature.
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CHAIRMAN’S STATEMENT

Dear Shareholders,

| am pleased to present the audited financial results of the Group for
the year ended 31 December 2014.

OVERALL BUSINESS REVIEW

After years of development, we have achieved the goal of turning
ourselves into a vertically integrated natural gas producer with
complete value chain businesses. We have established a complete
business process covering CBM extraction, liquefaction, pipelines
and highway transportation, distribution network and technical
services. As at 31 December 2014, we have completed the ground
work and drilling of 269 wells in the Yangcheng gas block which
resulted in stable increase of the number of production wells and
gas output. The gas supply pipeline connecting Yangcheng gas block
Huiyang Company (“Huiyang Company”) and Qinshui Shuntai LNG
Plant was constructed and put into operation. As Huiyang Company
started supply of CBM extracted by it to Qinshui Shuntai LNG Plant,
the plant is able to secure more stable gas supply and ready to
further improve its utilisation and production cost structure. The
supply constraints are gradually unleashing, and we will continue to
focus on improving output of production wells and constructing new
wells in 2015.
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CHAIRMAN’S STATEMENT
WA

EXPLORATION AND PRODUCTION
BUSINESS REVIEW

During 2014, the construction of new wells was somewhat impacted
by our focus on improving capabilities of production wells. However,
the unremitting efforts of the management resulted in encouraging
progress in the construction of new wells. As at 31 December 2014,
we have completed the ground work and drilling of a total of 269
wells, of which 197 wells were producing gas. The gas output volume
of the existing production wells amounts to 800 cubic metre per day
per well on average. In addition, the gas supply pipeline connecting
the gas block and the LNG plant was constructed and put into
operation. The Group has started to generate revenue, profit and
cash flow from the business of exploitation of natural gas, and its
profitability and cash flow position will be further improved as the
number and capabilities of production wells further increase.

LNG BUSINESS REVIEW

The shortage of gas supply in the whole LNG industry in Shanxi,
including ourselves, has not yet improved significantly, which resulted
in a lower utilisation rate of our Qinshui Shuntai LNG plant. However,
we made efforts to stabilise the supply of gas from China United
Coalbed Mathane Co. Ltd. (FHEERBRE LA F]) (“China
United”) during 2014. In addition, Qinshui Shuntai LNG plant has
been received gas supply from Yangcheng gas block and its utilisation
rate has improved gradually as the gas supply pipeline was
constructed and put into operation. Qinshui Shuntai LNG plant
recorded a profit in forth quarter of 2014.
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CHAIRMAN’S STATEMENT

MARKETING BUSINESS REVIEW

After years of development, the Group has developed a diversified
customer base comprising industrial, commercial and resident
customers and established complete distribution channel and
network. In addition, we have also taken different measures to
maximise the profitability of our gas sale. During 2014, we used
different sales mix and flexibly selected various equipment such as
pipeline, cylinder group, gas station and skid-mounted equipment
to sell gas to our customers. With commencement of the related
work , we will be able to reduce the uncertainty in future natural gas
sales and optimise our sales mix, i.e. shifting towards a balanced
mix from a residential user dominated mix. We will strive to ramp up
the business progressively in 2015, and contribute more earnings to
the Group.

EMPHASISE ON TECHNOLOGIES
ADVANCEMENT

In order to ensure the smooth development of our exploration and
production business, the continuous improvement of technologies
and to maintain our leading position in technological advancement,
we actively worked with research institutes to build and expand our
professional technical team, so as to provide professional and
advanced technical services to our exploration and liquefaction
production business. In the future, we will be investing heavily in
developing and advancing our CBM extraction technology and
techniques.
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CHAIRMAN’S STATEMENT
WA

OUTLOOK

At present, demand for natural gas is increasing in China with huge
growth potential. As pollution is worsening in China, governments
at all levels are placing more emphasis on development of clean
energy, which shows great potential in further development,
recognising the rising advocacy of safer — especially under the recent
nuclear power crisis — and cleaner energy. However, the existing
conventional natural gas production is unlikely to satisfy China’s
strong demand of natural gas in the coming years; and we believe
that it is inevitable that the PRC government would need to encourage
the unconventional gas production. With all the favourable policies
and measures in place, there is no doubt that the Company, as a
leading CBM company, will gain major benefits. We will seize this
opportunity to grow our CBM business on a long term sustainable
basis and would try our very best to maximise our shareholders’
investment return.

Lastly, | would like to take this opportunity to thank our team for all
their hard work in the past years for turning the Group a better
enterprise than | have ever seen. Going forward, | believe that our
team will pay more efforts in making the Group a leading enterprise
in China’s CBM industry.

Wang Zhong Sheng
Chairman

23 March 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

The Group recorded a consolidated turnover of approximately
RMB301,119,000 for the year ended 31 December 2014,
representing an increase of approximately 60.87% compared with
that of the corresponding period in 2013. The increase was mainly
attributable to the increase in production compared to 2014 as a
result of the increase in number of coalbed methane (“CBM”) wells
in production, and China United Coalbed Methane Co., Ltd. (“China
United”) provided a stable supply of gas in 2014, therefore, the
operating income generated from sales of liquefied coalbed gas has
increased by approximately RMB86,348,000.

The Group recorded gross profit of approximately RMB26,328,000
for the year ended 31 December 2014, which was mainly attributable
to the increase in the production of liquefied coalbed gas and the
reduction in the production cost of liquefied coalbed gas, resulting
in the making of gross profit for the year ended 31 December 2014
as compared with that of the year ended 31 December 2013.

The Group recorded a loss attributable to equity shareholders of the
Company for the year ended 31 December 2014 of approximately
RMB333,348,000 compared with that of approximately
RMB271,440,000 for the year ended 31 December 2013. The
reasons for the loss are as follows:

()  the loss of approximately RMB104,298,000 arising from the
impairment loss on goodwill was recognised with respect to
our operation of coalbed methane exploration and
development, natural gas liquefaction and LNG distribution. It
was contributed to the decrease of forecasted number of gas
wells of each of the financial years over the forecast period
due to a change in the business plan of Huiyang New Energy
project was designated in 2014. With reduced number of
operating gas wells, the gas output from the CBM field are
expected to tumble over the forecast period.;

(i) the loss of approximately RMB138,702,000 arising from an
impairment loss on intangible assets of exclusive right for piped
natural gas operation in Ruyang County and operating license
for liquefied coalbed gas logistics was recognised, as a result
of the changes in the business plan of Huiyang New Energy
project;
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MANAGEMENT DISCUSSION AND ANALYSIS
B O i B2 o B

(ii)

(iv)

on 15 May 2014, the Company and the subscribers entered
into separate and independent subscription agreements in
relation to a 190,220,000 shares subscription. As a result of
debt-equity swap, a loss on extinguishment of liability of
RMB57,024,000 arising from the difference between the share
subscription price and the market price of the shares as at the
share allotment date was recognised;

other operating expenses of the Group increased from
RMB4,578,000 to RMB38,652,000 which was mainly due to a
compensation fee on exploration RMB30,000,000 occurred for
the year ended 31 December 2014; and

finance costs decreased by approximately RMB11,600,000 to
approximately RMB16,057,000 for the year ended 31
December 2014 as a result of the decrease in bank and other
borrowings during the year.

The carrying amount of property, plant and equipment increased
from approximately RMB782,941,000 as at 31 December 2013 to
approximately RMB872,877,000 as at 31 December 2014. It was
mainly attributable to the completion of construction work of gas
pipeline placement works, CBM wells and relevant machineries during
the Year.

The balance of the Group’s trade and other payables increased
significantly by approximately RMB22,900,000 during the year ended
31 December 2014. This was mainly attributable to the increased in
property, plant and equipment as a result of Group’s focus on natural
gas exploration and extraction business in 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS

Resources and reserves

Yangcheng Huiyang New Energy Development Company Limited
(hereinafter referred to as “Huiyang New Energy”) has interest in
certain coalbed methane (CBM) properties located at Shanxi
Province, the PRC. The Yangcheng area is approximately 96 km? in
the Shanxi Province, the PRC. Development within the Yangcheng
gas block is focused on the #3 and #15 coal seams. These CBM
properties are located at various coal mine areas owned by Shanxi
Yangcheng Yangtai Group Industrial Company Limited. Huiyang New
Energy is a joint venture company and 60% of its equity interests is
held by one of the wholly-owned subsidiaries of the Group.
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Reserve Reserve
evaluation evaluation
of the CBM of the CBM
properties properties
as at as at
31 December 2014 31 March 2012
BCF BCF
R-E—NFE RIS—ZF
+=-—RA=+—H =B=+—H
MEBREE MEEREE
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Total original gas in place on all blocks Fﬁﬁlnﬁiﬁﬁ’]}?%%ﬁiﬂé BEE 2,724 2,724
Net 1P (Proved) reserves BE (1P)FRE 1,419 35
Net 2P (Proved + Probable) reserves i f?jJIJTE% & (2P) F 2 1,869 277
Net 3P (Proved + Probable + Possible) = & & MNELES hna] € (3P) Hf# &
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MANAGEMENT DISCUSSION AND ANALYSIS

B O i B2 o B

The reserve evaluation of the CBM properties as at 31 March 2012
is the results of evaluation conducted by an independent, US-licensed
natural gas reserve engineer, Netherland, Sewell & Associates, Inc.
(“NSAI”) engaged by the Company in 2011 to evaluate the CBM
properties reserves.

Due to continued development of the gas field blocks by the
Company, the number and scope of the gas production wells are
relatively increased as compared with that of 2012, enabling the
Company to collect more data about the CBM properties to evaluate
the CBM properties more accurately. Accordingly, the Company
engaged an independent professional valuer in the PRC in July 2014
to evaluate certain CBM properties of “Huiyang New Energy” in terms
of net 3P (Proved + Probable + Possible) reserves, net 2P (Proved +
Probable) reserves and net 1P (Proved) reserves based on
substantially the same definitions and guidelines as that of NSAl in
2012. According to the results of the evaluation, the total original
gas in place on all blocks was generally unchanged as compared
with that of NSAl in 2012. Based on the current costs for developing
wells, the technical department of the Group estimates the capital
expenditure for each well to be approximately RMB2.15 million,
mainly comprising of road maintenance fees of approximately
RMBO0.18 million, drilling expenses of approximately RMB1.16 million,
well testing fees of approximately RMBO0.04 million and costs of
equipment and materials of approximately RMBO.77 million.

Gas volumes are expressed in billion of cubic feet (BCF) at standard
temperature and pressure bases. The reserves shown in the above
table are estimates only and should not be construed as exact
quantities. Proved reserves are those quantities of oil and gas which,
by analysis of engineering and geoscience data, can be estimated
with reasonable certainty to be commercially recoverable; probable
and possible reserves are those additional reserves which are
sequentially less certain to be recovered than proved reserves.
Estimates of reserves may increase or decrease as a result of market
conditions, future operations, changes in regulations, or actual
reservoir performance.
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MANAGEMENT DISCUSSION AND ANALYSIS

Natural gas exploration and extraction

As at 31 December, 2014, the Group has completed the ground
work and drilling of 269 CBM wells, among which 197 wells were in
production, representing an increase in 59 wells in production
compared to the end of year 2013. As of the end of 2014, we have
completed the ground work and drilling of an aggregate of 269 CBM
wells, or 29 less than previously expected. It was mainly attributed
to the fact that the Company spent part of funds and put certain
efforts in stabilizing and increasing the output of producing wells,
which, to some extent, has led to slowdown of construction of new
wells. The existing gas-output wells produce approximately 800 cubic
meters of gas on average per day. The Group expected that by the
end of 2015, the number of total drills and wells in production will
reach 311 and 266 respectively and the total gas output will exceed
200,000 cubic meters per day.

Liquefaction operation

As at 31 December 2014, the production capacity of the Group’s
LNG remained unchanged at the level of approximately 500,000
cubic meters per day. Compared with the prior year, the raw gas
supply has significantly improved with an increasingly growing trend.
In the forth quarter of 2014, the average daily production output
was over 300,000 cubic meters but the supply constraints in natural
gas in the PRC have not unleashed generally. The Group has not yet
purchased adequate natural gas to conduct downstream liquefaction
accordingly. The utilization rate of our LNG plants increased
substantially but the production capacity had not achieve its full
potential and there is still room for growth. However, with the increase
in production output of Huiyang Natural Gas Region and the expected
increase of the supply from other gas suppliers, the production
capacity of the utilization rate of Qinshui Shuntai LNG plant will
gradually increase, which will continue to increase the income, profit
and cash flow contribution to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

B O i B2 o B

Marketing and sales

During 2014, the marketing and sales systems did not change
significantly and the personnel structure and sales strategies basically
remained the same. Affected by overall environment, the sales price
during traditional peak periods did not represent a substantial
increase as the previous year and remained stable, which, to some
extent, has affected the sales performance. However, thanks to the
increased production output and improved internal management,
the overall sales revenue and profit grew substantially rather than
decreased. As such, the sales system, which has been well
established over years, was resilient enough to cope with the
increased production output of the Company and we have
successfully completed our sales target despite the unfavorable
overall sales environment. In 2015, we will continue to be committed
to gradually boosting our business volume to secure smooth sales
channels and to make more contribution to the Group’s profitability.

Liquidity, Financial Resources and Capital
Structure

As at 31 December 2014, the Group had net assets of approximately
RMB735,076,000, including cash and bank balances of
approximately RMB43,930,000. 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 16.18% for
the year ended 31 December 2014 (2013: 28.46%).

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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MANAGEMENT DISCUSSION AND ANALYSIS

The employees

As at 31 December, 2014, the employees of the Group totaled 502,
among which 86 were R&D staff and 205 were project and customer
service staff; 187 were administration staff and 24 were marketing
and sales staff. During the year, the total cost of staff (including the
remuneration of the Board Directors) recognised in profit or loss
account was approximately RMB26,312,000 (2013: approximately
RMB27,168,000). The remuneration and salary packages and
dividend policy of the Group were determined based on the individual
performance of staff. The Group will continue to offer professional
further studies and training to staff.

Impairment of goodwill and intangible assets

In 2010 and 2011, the Group acquired 100% equity interest in Million
Ideas Group and 100% equity interest of Wealthy Talent Global Group
respectively. The consideration for acquisition of Million Ideas Group
was RMB178,000,000. Million Ideas Group is principally engaged in
the provision of liquefied coalbed gas logistics services in the PRC.
The consideration for acquisition of Wealthy Talent Global Group
was HK$499,000,000. Wealthy Talent Global Group is principally
engaged in the supply of natural gas and sales of liquefied natural
gas (“LNG”) in Henan Province.

Although the natural gas business continued to make steady growth
and progress when compared to previous years, it is still under
development and far behind the expected development schedule. It
has not yet contributed satisfactory return to the Group since the
acquisition of the abovementioned two groups.

The recoverable amount of Cash Generating Unit (*CGU”) of Coalbed
methane exploration and development, natural gas liquefaction and
LNG distribution was determined with reference to a valuation
conducted by an independent valuer, based on income approach.
In July 2014, the Company engaged an independent professional
valuer to evaluate certain CBM properties of Huiyang New Energy.
As a result of an evaluation, the Group changed its business plan,
and has emphasised to develop certain area of Huiyang New Energy.
As a result of the change in the business plan, the forecasted number
of gas wells of each of the financial years over the forecast period
will be reduced. With reduced number of operating gas wells, the
gas output from the CBM field are expected to tumble over the
forecast period.
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MANAGEMENT DISCUSSION AND ANALYSIS

B O i B2 o B

The Discounted Cash Flow Method has been employed for the
valuation of the CGU and there is no change in the valuation method
for the valuation as at 31 December 2014 compared to that as at 31
December 2013. The discount rate used in the valuation of the CGU
slightly changed from 20.88% as at 31 December 2013 to 20.75%
as at 31 December 2014 to reflect specific risks relating to the overall
market as well as the relevant businesses and consistent with external
sources of information.

As such, the impairment loss on goodwill of approximately RMB104
million which arose from the difference between the aggregate
carrying amounts of goodwill and the recoverable amount of the
cash generating unit of coalbed methane exploration and
development, natural gas liquefaction and LNG distribution as at 31
December 2014, and an impairment loss of intangible assets of
approximately RMB139 million in respect of the exclusive right for
piped natural gas operation in Ruyang County and operating licence
for liquefied coolbed gas logistics were recognised for the year ended
31 December 2014,

Risk in Foreign Exchange

The group entities collect most of the revenue and incur most of
expenditures in their respective functional currencies. The Directors
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.

Significant Investment, Material Acquisitions and
Disposal of Subsidiaries and Associated
Companies

During the year ended 31 December 2014, there was no significant
investment, material acquisition and disposal of subsidiaries and
associated companies by the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

The upstream business of the Company is improving steadily and
the well mouth construction and gas output are both increasing
constantly. During 2014, apart from constructing new wells, the
Company made technological upgrade to some old wells to improve
production capacity and output, laying a solid foundation for the
Company’s long-term performance. With the steady increase in the
number of upstream wells and gas output, the foundation of the
Company'’s upstream business is increasingly consolidated and the
advantage of vertical integration business will emerge. In recent years,
the unfavorable bottleneck of raw gas shortage will gradually be
tackled and the production capacity of liquefaction plants will be
fully unleashed. Together with the increase in the proportion of self-
produced gas, the Company will be gradually less affected by external
factors and the uncontrollable risks involved in the operation of the
Company will become less. It is projected that by the end of 2015,
the daily output of gas exploration business will break through beyond
200,000 cubic meters. The current gas supply of China United has
exceeded 200,000 cubic meters while the daily production output
of Qinshui Company is expected to reach 450,000 cubic meters in
2015.

As there are growing concerns over the environmental issues, it is
foreseen that the highly-polluted energy will be eliminated from the
market more rapidly and the use of replaceable clean energy will be
more popular, resulting in a keener market demand for natural gas.
Although the production capacity of natural gas has been increasing
significantly in recent years, the projected demand will not be satisfied
still. The demand growth of natural gas market will continue to retain
its strong momentum. The situation of operating loss resulting from
insufficient natural gas supply has improved significantly and is
expected to further improve. The management of the Company will
fully seize the opportunities and diligently strive to contribute to the
Company'’s profitability and long-term development.
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CORPORATE GOVERNANCE REPORT
AR

CORPORATE GOVERNANCE PRACTICES

(a)

(b)

(c)

20

Application of Corporate Governance
Principles

The Group is committed to promoting good corporate
governance, with the objectives of (i) the maintenance of
responsible decision making, (ii) the improvement in
transparency and disclosure of information to shareholders,
(iii) the continuance of respect for the rights of shareholders
and the recognition of the legitimate interests of shareholders,
and (iv) the improvement in crisis management and the
enhancement of performance by the Group. The Group has
applied the principles set out in the Corporate Governance
Code (the “Code”) contained in Appendix 15 to the GEM Listing
Rules with these objectives in mind.

Promulgation of Company’s Corporate
Governance Code

To this end, the Group has promulgated a set of code on
corporate governance (the “Company Code”) which sets out
the corporate standards and practices used by the Group to
direct and manage its business affairs. It is prepared by
reference to the principles, code provisions and recommended
best practices set out in the Code, which came into effect on
1 January 2005. In addition to formalising existing corporate
governance principles and practices, the Company Code also
serves the purpose of assimilating existing practices with
benchmarks prescribed by the Code and ultimately ensuring
high transparency and accountability to the Group’s
shareholders.

Compliance of Company Code and the code
provisions under the Code (the “Code
Provisions™)

The Group has complied with all provisions in the Company Code
and the Code Provisions under the Code during the year ended
31 December 2014 save for code provisions A.2.1 and A.4.1 of
the Code, details of the derivation and reason for derivation
are set out in the paragraphs headed "Chairman and Chief
Executive" and "Appointment term of Non-executive Directors"
of this corporate governance report.

The Company Code contains all the Code Provisions of the
Code and other provisions.
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CORPORATE GOVERNANCE REPORT

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than those as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiry of all Directors, all Directors have complied with the
required standard of dealings and code of conduct regarding
securities transactions by Directors as set out in the Company’s code
of conduct for the year 2014.

BOARD COMPOSITION, ROLE AND
FUNCTION

The Board is entrusted with the overall responsibility for promoting
the success of the Company through direction and supervision of
the Company’s business and affairs.

The Board comprises a total of six Directors, comprising three
executive Directors, namely, Mr. Wang Zhong Sheng (Chairman),
Mr. Shi Liang and Mr. Fu Shou Gang and three independent non-
executive Directors, namely, Mr. Luo Wei Kun, Mr. Wang Zhi He and
Ms. Pang Yuk Fong. Ms. Pang Yuk Fong has appropriate professional
qualifications, accounting and financial management expertise as
required under the GEM Listing Rules.

Each of the independent non-executive Directors has made an annual
confirmation of independence pursuant to Rule 5.09 of the GEM
Listing Rules. The Company is of the view that all Independent Non-
executive Directors meet the independence guidelines set out in Rule
5.09 of the GEM Listing Rules and are independent in accordance
with the terms of the guidelines.

The Company has complied with Rules 5.05(1), 5.05(2) and 5.05A
of the GEM Listing Rules. During the year ended 31 December 2014,
there were three independent non-executive Directors in the Board
and the number of independent non-executive Directors represents
at least one-third of the Board. The Company has also complied
with Rule 5.05(2) of the GEM Listing Rules, which stipulates that
one of the independent non-executive Directors must possess
appropriate professional qualifications or accounting or related
financial management expertise. The Board considers that the
independent non-executive Directors are all independent persons
with appropriate qualifications or expertise and the Company has
complied with the relevant requirements of the GEM Listing Rules.
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CORPORATE GOVERNANCE REPORT

AR

Corporate Governance Functions

The Board is responsible for performing the corporate governance
functions set out in code provision D.3.1 of the Code. In 2014, the
Board has reviewed and monitored: (a) the Company’s corporate
governance policies and practices, (b) training and continuous
professional development of directors and senior management, (c)
the Company’s policies and practices on compliance with legal and
regulatory requirements, (d) the Company’s code of conduct and (e)
the Company’s compliance with the Code disclosure requirements.

Appointment Term of Non-executive Directors

Under code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election.
Currently, the independent non-executive Directors have no fixed
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. As such, the Company considers that
sufficient measures have been taken to serve the purpose of this
code provision.

Roles of Directors

The Board assumes responsibility for leadership and control of the
management of the Company and is collectively responsible for
appointing and supervising senior management to ensure that the
operations of the Group are conducted in accordance with the
objectives of the Group. The principal roles of the Board are:

o to lay down the Group’s objectives, strategies, policies and
business plans;

° to monitor and control operating and financial performance
through the determination of the annual budget; and

° to formulate internal control policies and set appropriate policies
to manage risks in pursuit of the Group’s strategic objectives.

The Board is directly accountable to the shareholders and is
responsible for preparing the accounts.
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CORPORATE GOVERNANCE REPORT

Delegation by the Board

The Board has delegated the day-to-day management responsibility
to the management staff under the instruction/supervision of the
Board.

The management staff of the Company are principally responsible
for:

1. exercising all such other powers and perform all such other
acts as may be exercised and performed by the Directors, save
and except for those that may specifically be reserved by the
Board/or the committees set up by the Board for decision and
implementation; or those that may only be exercised by the
Board pursuant to the Articles of Association, the GEM Listing
Rules and other applicable laws and regulations.

2. formulating and/or implementing policies for business activities,
internal controls and administration of the Company;

3. planning and deciding the Company’s strategies on its business
activities; and

4. keeping proper written records of its decisions taken which
may be inspected by any members of the Board or the Board
committees upon request.

The Board will review the above arrangements on a periodic basis
to ensure that they remain appropriate to the needs of the Group.

Chairman and Chief Executive

Under the code provision A.2.1 of the Code, the roles of the chairman
and chief executive should be separate and should not be performed
by the same individual. Prior to the retirement of Mr. Feng San Li on
26 November 2012, Mr. Feng San Li was holding the title of CEO.
Mr. Wang Zhong Sheng is the chairman of the Board. After Mr. Feng’s
retirement, Mr. Wang Zhong Sheng continues to act as the chairman
and the duties of the chief executive have been undertaken by the
other executive Directors. 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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BOARD OPERATION

Regular Board meetings are held normally every three months, with
additional meetings arranged, if and when required. In 2014, the
Board held 20 meetings.

The attendance record of each member of the Board at board
meetings and general meetings of the Company are set out below:

Attendance of
Board Meetings

EEEEE

ﬁ%ﬁé*ﬁﬁ E=MAeE—
9|\;ZT3FAE EEgR=
ﬁ%TTQO/A & o

ZEESEREMHELARRESTEERELER
RREMLEENT ¢

R IEEFE
— % it

Attendance of
General Meetings

ES-4-§ BERXE
e HEE

Executive Directors
RMITESR
Mr. Wang Zhong Sheng (Chairman) 20/20 4/4
TREBEE (FE)
Mr. Shi Liang 20/20 4/4
Mkt
Mr. Fu Shou Gang 20/20 4/4

~Em%E

Mr. Kwok Shun Tim (re-designated from an executive
Director to non-executive Director on 15 April 2014)

BHEFEEE(R_Z-—OFHATHEAENTES
AERIENITES)

Non-executive Director

FERMITESF

Mr. Kwok Shun Tim (retired on 22 July 2014)
DELEE(R_E—NFL A -+ =-HEMT)

Independent Non-executive Directors

WIUNTESE
Mr. Luo Wei Kun
BEBRE

Ms. Pang Yuk Fong
TEFLL

Mr. Wang Zhi He
FzREAE

Note: Number of board meeting and general meeting held during the tenure of
the Director

Directors are free to contribute alternative views at meetings and
major decisions would only be taken after deliberation at Board
meetings. Directors who are considered having conflict of interests
or material interests in the proposed transactions or issues to be
discussed would not be counted in the quorum of meeting and would
abstain from voting on the relevant resolution.

All Directors have access to the company secretary who is
responsible for ensuring that the Board procedures are complied
with, and advising the Board on compliance matters.
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Directors’ Duties

Every Director is required to keep abreast of his responsibilities as a
director of the Company and of the conduct, business activities and
development of the Company:

EERE

BEREFATKBEBREEAANRRESTHR
B URARANEETA  EBEE R

B

A comprehensive director’s handbook is issued to every
Director, which sets out guidelines on conduct by making
reference to the relevant sections of the statutes or the GEM
Listing Rules, and reminds Directors of their responsibilities in
making disclosure of their interests and potential conflict of
interests.

Orientation programmes are organised for providing induction
to new Directors to help them familiarise with the Company’s
management, business and governance practices.

Management provides appropriate and sufficient information
to Directors and the committee members in a timely manner to
keep them apprised of the latest development of the Group
and enable them to discharge their responsibilities. Directors
also have independent and unrestricted access to senior
executives of the Company.
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DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT PROGRAMME

Each newly appointed director is provided with necessary induction
and information to ensure that he has a proper understanding of the
Company’s operations and businesses as well as his responsibilities
under the relevant statutes, laws, rules and regulations. Directors’
training is an ongoing process. During the year ended 31 December
2014, Directors are provided with monthly updates on the Company’s
performance, position and prospects to enable the Board as a whole
and each Director to discharge their duties. In addition, all Directors
are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company updates Directors on the latest development regarding
the GEM Listing Rules and other applicable regulatory requirements
from time to time, to ensure compliance and enhance their awareness
of good corporate governance practices.

Attending seminar(s)
or programme(s)/
reading relevant
materials in relation
to the business,
GEM Listing Rules
or directors' duties

(Yes/No)
Mr. Wang Zhong Sheng Yes
Mr. Shi Liang Yes
Mr. Fu Shou Gang Yes
Mr. Kwok Shun Tim
(retired on 22 July 2014) Yes
Mr. Luo Wei Kun Yes
Ms. Pang Yuk Fong Yes
Mr. Wang Zhi He Yes

The briefing sessions covered topics including the Code, listed
company regulations and disclosure obligations in Hong Kong,
disclosable transactions and connected transactions etc.
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REMUNERATION PAID TO MEMBERS OF
KEY MANAGEMENT

Details of remuneration paid to member of key management (exclude

AR BRI

INTFEEEEASHHMN

XNTEEERAR (TERES) NHHA

Director) fell within the following band: BNFUTEE :
2014 2013
—ZE—WmE e
Number of Number of
individuals individuals
A8 N
HKD Nil ~ HKD 1,000,000 =75 21,000,000 7T 3 2
REMUNERATION COMMITTEE FNEES

A remuneration committee of the Company (the “Remuneration
Committee”) was established on 12 August 2005 for, inter alia, the
following purposes: —

(@) to make recommendations to the Board on policies and
structure for remuneration of directors and senior management
and on the establishment of a formal and transparent procedure
for developing such policy on remuneration;

(b) to make recommendations to the Board the remuneration
packages for executive Directors and senior management and
to make recommendations to the Board on the remuneration
of non-executive Directors.

The Remuneration Committee is made up of all of the Company’s
independent non-executive Directors, namely, Ms. Pang Yuk Fong
(Chairman), Mr. Luo Wei Kun and Mr. Wang Zhi He. The duties of
Remuneration Committee is to review and make recommendations
to the remuneration policy and packages of the executive Directors
and executives.
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In 2014, the Remuneration Committee held two meeting. The
attendance record of each member of the Remuneration Committee
is set out below:

FHEEEN T MNFERITMRGE
FHZEEEREMDFELEMT

Attendance
%
Ms. Pang Yuk Fong (Chairman) 2/2
CEFLLT (EE)
Mr. Luo Wei Kun 2/2
BEBERE
Mr. Wang Zhi He 2/2
FzMmEsE

During the meeting, members of the Remuneration Committee
reviewed the remuneration packages and overall benefits of the
Directors by taking into account factors such as remuneration
packages and benefits offered by comparable companies, the
respective contribution of each of the Directors to the Group and
the business objectives of the Group.

The executive Directors are responsible for reviewing all relevant
remuneration data and market conditions as well as the performance
of individuals and the profitability of the Group, and proposing to the
remuneration committee for consideration and approval. The
Remuneration Committee performed the major work as below:

1. reviewed and discussed the remuneration policy and structure
of the Company and the remuneration and performance of
duties of the executive Directors and senior management in
the year under review;

2.  made recommendation to the Board on the remuneration

packages of individual executive directors and senior
management.
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NOMINATION COMMITTEE

A nomination committee of the Company (the “Nomination
Committee”) was established on 12 August 2005 for, inter alia, the
following purposes: —

(@) to review the structure, size and composition (including the
skills, knowledge and experience) of the Board;

(b) to identify individuals suitably qualified to become Board
members and make recommendations to the Board on the
selection of individuals nominated for directorship; and

(c) to make recommendations to the Board on relevant matters
relating to the appointment or reappointment of directors and
succession planning for directors.

In August 2013, the Board has adopted its board diversity policy
(the "Board Diversity Policy"). All Board appointments will be based
on meritocracy, and candidates will be considered against selection
criteria based on a range of diversity perspectives, which would
include but not be limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length
of service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the Board.

The Nomination Committee is made up of all of the Company’s
independent non-executive Directors, namely Mr. Wang Zhi He
(Chairman), Mr. Luo Wei Kun and Ms. Pang Yuk Fong.

In 2014, the Nomination Committee held one meeting. The
attendance record of each member of the Nomination Committee is
set out below:
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Attendance

e

Mr. Wang Zhi He (Chairman)
EZMEE (FE)

Mr. Luo Wei Kun
BHEERLE

Ms. Pang Yuk Fong
TEFRL

1/1

1/1

1/1
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At the meeting, the Nomination Committee reviewed the structure,
size and composition of the Company’s Board of Directors, made
reference to criteria including, inter alia, reputation for integrity,
accomplishment and experience in the relevant industry, professional
and educational background, and commitment in respect of available
time and relevant interest. The Nomination Committee was satisfied
with the existing composition of the Board and recommended no
change in the near future, and performed the major work as below:

1. examined the structure, size and composition of the Board, to
ensure the Directors have the expertise, skills and experience
required to meet the Company’s business;

2. assessed the independency of all independent non-executive
Directors; and

3. made recommendations to the Board in this regard.

AMENDMENT TO THE TERMS OF
REFERENCE OF NOMINATION COMMITTEE

The terms of reference of the nomination committee of the Company
was amended on 14 August 2013 to include the review of the
Company’s board diversity policy and the progress on achieving the
objectives set for implementing the said policy as one of its duty.

AUDIT COMMITTEE

The Company’s audit committee (the “Audit Committee”) was
established on 28 July 2003 and currently comprises all three
independent non-executive Directors, namely, Ms. Pang Yuk Fong
(Chairman), Mr. Luo Wei Kun and Mr. Wang Zhi He. The primary duties
of the Audit Committee are (a) to review the Group’s annual reports,
financial statements, half year reports and quarterly reports; (b) to serve
as a focal point for communication between Directors, the external
auditors and internal auditors; (c) to assist the Board in fulfilling its
responsibilities by providing an independent review and supervision of
financial reporting, and the effectiveness of the Group’s internal control
system; and (d) to review the appointment of external auditors on an
annual basis as well as to ensure independence of the continuing
auditors.
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In 2014, the Audit Committee held four meetings. The attendance
record of each member of the Audit Committee is set out below:

AR BRI

BN T-NFERTOREGH -
- BERKENHELENT

Attendance

5=

Ms. Pang Yuk Fong (Chairman)
CEFLT (EE)

Mr. Luo Wei Kun

BHEEEE

Mr. Wang Zhi He

FzMEsE

At the meetings, the Audit Committee has carefully reviewed the
Company’s quarterly, half-yearly and annual results and its system
of internal control and has made suggestions to improve them. The
Audit Committee also carried out and discharged its other duties
set out in Code. In the course of doing so, the Audit Committee has
met the company’s management several times during year 2014.
Each member of the Audit Committee has unrestricted access to
the Group’s external auditors and the management.

During the financial year 2014, the Audit Committee has held four
meetings. The Group’s results for the year 2014 have been reviewed
and commented by the Audit Committee members, and performed
the major works as below:

1. reviewed the annual financial results and report for the year
ended 31 December 2013, interim financial results and report
for the six months ended 30 June 2014 and quarterly financial
results and reports for each of the three months ended 31 March
2014 and 30 September 2014;

2. reviewed the internal audit department’s report regarding the
reviewing and procedures of the internal control and risk
management of the Company; and

3.  provided opinions to the Board in respect of the terms of
appointment of external auditors.
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The Group’s result for the year ended 31 December 2014 have been
reviewed and commented by the audit committee members, which
was of the opinion that the preparation of such results complied
with the applicable accounting standards and requirements as well
as the GEM Listing Rules and that adequate disclosures have been
made.

Procedures for directing Shareholders’ enquiries to
the Board

Shareholders may at any time send their enquiries and concerns to
the Board in writing through mails whose contact details are as
follows: —

Room 910B, 9th Floor

East Wing, Tsim Sha Tsui Centre
66 Mody Road

Tsim Sha Tsui East, Kowloon
Hong Kong

Tel No.: 2366 1613

Fax No.: 2366 1665

Procedures for putting forward proposals at
general meetings by Shareholders

Pursuant to Article 58 of the Articles of Association, The Board may
whenever it thinks fit call extraordinary general meetings. Any one or
more members holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
Secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within
two (2) months after the deposit of such requisition. If within twenty-
one (21) days of such deposit the Board fails to proceed to convene
such meeting the requisitionst(s) himself (themselves) may do so in
the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.
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Pursuant to Article 88 of the Articles of Association, no person other
than a Director retiring at the meeting shall, unless recommended
by the Directors for election, be eligible for election as a Director at
any general meeting unless a notice signed by a member (other than
the person to be proposed) duly qualified to attend and vote at the
meeting for which such notice is given of his intention to propose
such person for election and also a notice signed by the person to
be proposed of his willingness to be elected shall have been lodged
at the head office or at the registration office provided that the
minimum length of the period, during which such notice(s) are given,
shall be at least seven (7) days and that the period for lodgment of
such notice(s) shall commence no earlier than the day after the
dispatch of the notice of the general meeting appointed for such
election and end no later than seven (7) days prior to the date of
such general meeting.

ACCOUNTABILITY AND AUDIT

Financial reporting

The Directors are responsible for overseeing the preparation of the
annual accounts which give a true and fair view of the Group’s state
of affairs of the results and cash flow for the year. In preparing the
accounts for the year ended 31 December 2014, the Directors have:

° adopted suitable accounting policies and applied them
consistently; and

° made judgements and estimates that are prudent and
reasonable; and ensured the accounts are prepared on a going
concern basis.

The Company recognises that high quality corporate reporting is
important in reinforcing the trust relationship between the Company
and the its stakeholders and aims at presenting a balanced, clear
and comprehensible assessment of the Company’s performance,
position and prospects in all corporate communications.
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Internal Control

The Board, through the Audit Committee, has reviewed the
effectiveness of the Company’s system of internal control over
financial, operational and compliance issues for the year 2014. The
Audit Committee concluded that, in general, the Group has set up a
sound control environment and installed necessary control
mechanisms to monitor and correct non-compliance. The Board,
through the review of the Audit Committee, is satisfied that the Group
in 2014, fully complied with the code provisions on internal controls
as set forth in the Code. The Audit Committee also concluded that
the Group has employed sufficient staff for the propose of accounting,
financial and internal control.

External Auditors

The Group's external auditors are HLB Hodgson Impey Cheng
Limited. The Audit Committee is mandated to ensure continuing
auditors' objectivity and safeguard independence of the auditors,
and it has:

o determined the framework for the type and authorisation of
non-audit services for which the external auditors may provide.
In general, the engagement of the external auditors to perform
non-audit services is prohibited except for tax related services;
and

° agreed with the Board on the policy relating to the hiring of
employees or former employees of the external auditors and
monitored the applications of such policy.

During 2014, the remuneration payable to the Company’s external
auditors for audit and non-audit services were approximately
RMB1,431,000 and RMB230,000 respectively. The non-audit
services represent the services provided in connection with the
investment circulars of the Company.
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The accounts for the year ended 31 December 2014 were audited
by HLB Hodgson Impey Cheng Limited whose term of office will
expire upon the forthcoming annual general meeting of the Company.
The Audit Committee has recommended to the Board that HLB
Hodgson Impey Cheng Limited be re-appointed as the auditors of
the Company at the forthcoming annual general meeting of the
Company.

The Group has not employed any staff who was formerly involved in
the Group's statutory audit.

Corporate Communication

The Group recognises the importance of shareholder feedback and
the need for ongoing communication with its stakeholders, including
the general public, investors, and the institutional and individual
shareholders. The Company published annual, interim and quarterly
reports which contained detailed information about the Group.
Inquiries by shareholders are directed and dealt with by senior
management of the Group.

Company secretary

Mr. Lui Chi Keung has been appointed as the company secretary
since September 2007. For the details, please refer to page 39 to
this report.

The company secretary has complied with Rule 5.15 of the GEM
Listing Rules in relation to the professional training requirements.

INVESTORS RELATIONSHIP

The Company has established a range of communication channels
between itself and its Shareholders, investors and other stakeholders.
These include the annual general meeting, the annual, interim and
quarterly reports, notices, announcements and circulars and the
Company's website at http://www.ilinkfin.net/china_leason/.

During the year ended 31 December 2014, there had been no
significant change in the Company's constitutional documents.
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DIRECTORS
EXECUTIVE DIRECTORS

Mr. Wang Zhong Sheng, aged 51, has been appointed as chairman
of the Board, an executive Director and the compliance officer of
the Company since May 2006. From 9 January 2004 to 26 May
2006, Mr. Wang was an executive director of Tianjin Jinran Public
Utilities Company Limited (“Tianjin Jinran”) (formerly known as Tianjin
Tianlian Public Utilities Company Limited), a company listed on the
Main Board of the Stock Exchange (Stock Code: 01265, former stock
code: 08290), and was responsible for its business strategies. He
graduated from the University of Tianjin with a bachelor degree in
engineering in 1984. Mr. Wang is also a director of Tianjin Leason
Investment Group Company Limited (K32 B IR EEB AR A
A]). Mr. Wang is a substantial shareholder of the company which
holds 216,235,817 Shares in person or through controlled
corporation, representing approximately 18.94% of the issued share
capital of the Company as at the date of this report. In addition, as
at the date of this report, Mr. Wang is interested as a grantee of
options to subscribe for 324,750 shares under the share option
scheme adopted by the Company on 18 May 2011.

Mr. Shi Liang, aged 46, has been appointed as an executive Director
since May 2006. Mr. Shi graduated with a bachelor degree in Material
Science in the Shanghai University of Science and Technology of
the PRC and a master degree in management from the Business
School of the People’s University in the PRC. He was a vice general
manager of Tianjin Tianlian. He had worked for Jiangsu Nan Tong
Electric Melter Company and Electronic Industrial Division Basic
Products Department. He had also worked for Jiangsu Hua Yong
Electronic Group Company as deputy manager of international
cooperation department and secretary to the board of directors. He
had also held various positions as a project manager, senior manager
and an assistant to executive director in the investment banking of
United Securities Limited, a securities company in the PRC.
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MANAGEMENT
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Mr. Fu Shou Gang, aged 48, has years of experiences in the natural
gas sector. Prior to joining the Group, he worked in Tianjin Jinran,
where was pointed as an executive Director. Mr. Fu is interested as
a grantee of options to subscribe for 324,750 shares under the share
options scheme adopted by the Company on 18 May 2011.

Mr. Kwok Shun Tim, aged 40, was appointed as the executive
Director on 2 January 2013, re-designated from an executive Director
to a non-executive Director on 15 April 2014 and resigned as the
non-executive Director with effect from 22 July 2014. Mr. Kwok holds
a master of science in China Business Studies from The Hong Kong
Polytechnic University and a master of laws (International Economic
Law) from the City University of Hong Kong and a Bachelor Degree
of Business Administration in Accounting from The Hong Kong
University of Science and Technology. He is an associate member
of Hong Kong Society of Accountants (currently known as Hong
Kong Institute of Certified Public Accountants), an ordinary member
of Hong Kong Securities Institute, a full member of IT Accountants
association and a fellow of the Association of Chartered Certified
Accountants. Mr. Kwok is currently the company secretary of Tianjin
Jinran. Mr. Kwok previously served as an executive director of China
Mobile Games and Cultural Investment Limited (Stock Code: 8081),
a company whose shares are listed on the GEM of the Stock
Exchange, from 18 January 2013 to 30 January 2014, an
independent non-executive director of Hong Kong Education (Int’l)
Investments Limited (Stock Code: 1082), a company whose shares
are listed on the Main Board of the Stock Exchange from 10 August
2012 to 28 February 2014, an executive director of Convoy Financial
Holdings Limited (stock code: 1019), a company whose shares are
listed on Main Board of the Stock Exchange, from 30 April 2013 to
23 April 2014 and re-designated as a non-executive Director with
effect from 23 April 2014 and resigned as a non-executive Director
at 2 July 2014, an independent non-executive director of Rui Kang
Pharmaceutical Group Investments Limited (stock code: 8037), a
company whose shares are listed on GEM of the Stock Exchange,
from 8 February 2013 to 30 June 2014.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Luo Wei Kun, aged 76, has been an independent non-executive
director of the Company since August 2006. He graduated from the
Tsinghua University with a bachelor’s degree in civil engineering in
1964 and started postgraduate studies in the same year. He was
awarded a postgraduate diploma in civil engineering in 1967. He
acted as a technician in Wuhan Branch of the Chinese Medicine
Industrial Limited during 1968 to 1969 and as a technician, deputy
section chief, section chief, engineer and vice chief engineer in the
State Ministry of Medicine - Hubei Medical Manufactory Branch
during 1969 to 1985. He then worked as a senior engineer, section
chief and assistant factory manager in Tianjin Second Coal Gas
Factory during 1986 to 1992. From 1992 to 2000, he acted as a
vice chief engineer in Tianjin Utility Department and at the same time,
worked as a chief engineer in Tianjin City Gas Administrative Office.
After his retirement in March 2000, Mr. Luo acted as a consultant of
Tianjin City Gas Administrative Office and Tianjin City Gas Planning
Office. Currently, he is an independent non-executive director of
Tianjin Jinran.

Ms. Pang Yuk Fong, Yvonne, aged 48, is an experienced practising
certified public accountant in Hong Kong with over 25 years of
professional experience in accounting and auditing. Ms. Pang is a
fellow member of the Association of Chartered Certified Accountants,
the Hong Kong Institute of Certified Public Accountants, the Hong
Kong Institute of Company Secretaries and the Institute of Chartered
Secretaries and Administrators and an associate of the Institute of
Chartered Accountants in England and Wales. Ms. Pang holds a
Master of Professional Accounting Degree from the Hong Kong
Polytechnic University.
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Ms. Pang's professional career started in Deloitte (one of the Big-4
International Accountancy Firms) and subsequently held the
accounting positions in the listed companies in Hong Kong. Ms.
Pang has been running her own practice of Certified Public
Accountant (practicing) in Hong Kong since 1990's and has currently
been the Managing Director of Focus Asia CPA Limited. She has
also been the Managing Director of Focus Secretarial Services Limited
which is engaged in providing multilateral company secretarial
services and the Managing Director of Focus Asia Market Consultants
Limited and Focus Corporate Consultancy Limited which are
engaged in providing business advisory services to her clients in
various aspects.

Ms. Pang has been appointed as an independent non-executive
Director since 2006.

Mr. Wang Zhi He, aged 67, has been an independent non-executive
director of the Company since August 2006. Mr. Wang is a senior
accountant. Mr. Wang graduated from Anhui University of Finance
and Economics in February 1972, and was assigned to finance
department of Anhui Huaibei Mining Bureau and worked as a
commissioner, deputy section chief, section chief, deputy director
and director. Mr. Wang was transferred to the Ministry of Coal Industry
in May 1995, and worked as a director of Asset Capital Management
Division and State-owned Assets Management department. In
October 1997, Mr. Wang was re-designated as a chief accountant
of China Coal Construction Group Corporation, and worked as a
deputy general manager and chief accountant in May 1999. Mr. Wang
was transferred to Zhonglian Gas Company Limited and worked as
a chief accountant in March 2004. Mr. Wang has years of relevant
experience.

SENIOR MANAGEMENT

Mr. Lui Chi Keung, aged 57, has been appointed as the company
secretary and authorised representative of the Company since
September 2007. Mr. Lui presently is appointed as the Company’s
secretary and authorised representative. Mr. Lui is a fellow member
of the Hong Kong Institute of Certified Public Accountants. He is
also a fellow member of the Association of Chartered Certified
Accountants. Mr. Lui has over 30 years of experience in auditing,
accounting, financial and business management.
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DIRECTORS’ REPORT
oW

The Directors present their annual report and the audited
consolidated financial statements of the Group for the year ended
31 December 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 21 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2014 are
set out in the consolidated statement of profit or loss and
consolidated statement of profit or loss and other comprehensive
income on page 63 to 64.

The state of affairs of the Group and the Company as at 31 December
2014 are set out in the consolidated and company statements of
financial position on pages 65 to 66 and page 67 respectively. The
cash flows of the Group are set out in the consolidated statement of
cash flows on pages 70 to 71.

The Directors of the Company do not recommend the payment of a
dividend for the year ended 31 December 2014.

SHARE CAPITAL AND RESERVES

Details of the movements in share capital of the Company during
the year are set out in note 31(b) to the consolidated financial
statements.

Movements in the reserves of the Group and the Company during
the year are set out in page 69 and note 31(a) to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group and the Company are set out in note 17 to the consolidated
financial statements.
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DISTRIBUTABLE RESERVES

In accordance with the Companies Act 1981 of Bermuda and the
Company’s articles of association, the Company’s reserves available
for distribution to its shareholders comprise share premium,
contributed surplus and accumulated losses which in aggregate
amounted to approximately RMB681,106,000 as at 31 December
2014 (2013: RMB727,826,000). The distributable reserves are
available for distribution provided that immediately following the date
on which the dividend is proposed, the Company will be able to pay
off its debt as they fall due in the ordinary course of business.

DIRECTORS

The Directors who held office during the year ended 31 December
2014 were:

Executive Directors

Mr. Wang Zhong Sheng (Chairman)

Mr. Shi Liang

Mr. Fu Shou Gang

Mr. Kwok Shun Tim (re-designated from an executive Director
to non-executive Director on 15 April 2014)

Non-Executive Director
Mr. Kwok Shun Tim (resigned on 22 July 2014)

Independent Non-Executive Directors

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

In accordance with article 87 of the Company’s articles of association,
Mr. Wang Zhong Sheng, Mr. Shi Liang and Mr. Fu Shou Gang retire
at the forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

The term of office for each of independent non-executive Directors
is the period up to his retirement by rotation and re-election at annual
general meeting of the Company in accordance with the provisions
of the articles of association of the Company.
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DIRECTORS’ REPORT
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Biographical information of the Directors is set out on page 36 to
page 39 of this report.

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules and the Company
considers the independent non-executive Directors have remained
independent.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract with the Company or
any of its subsidiaries which is not determinable by the Group within
one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ AND KEY MANAGEMENT’S
REMUNERATION

Details of Directors’ and key management’s remuneration for the
year are set out in notes 9 and 10 to the consolidated financial
statements.

The Directors’ remuneration are subject to shareholders’ approval
at general meetings. Other emoluments are determined by the Board
with reference to Directors’ duties, responsibilities and performance
and the results of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No other contract of significance in relation to the Group’s business
subsisted at the year-end or any time during the year to which the
Company or any of its subsidiaries was a party and in which a Director
had a material interest, whether directly or indirectly.
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COMPETING INTERESTS

None of the Directors or the management shareholders of the
Company or any of their respective associates (as defined in the
GEM Listing Rules) had an interest in a business which causes or
may cause any significant competition with the business of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on Information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of
this report.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2014, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO”)) as recorded in the register
required to be kept by the Company under section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
pursuant to the required standard of dealings by directors of listed
issuers as referred to in Rule 5.46 of the GEM Listing Rules were as
follows:
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Long positions in shares, underlying shares and

debentures of the Company

RADBRAMD - HEARDRES 24
-}

Number of
shares/

Nature of underlying  Approximate %
Name Capacity interest shares of shareholdings
13 18 B BRBA
HE 51 EaRME B & B Batt
Mr. Wang Zhong Sheng Interest of controlled Corporate interest 18,118,500 1.69%
TRBEE corporation AR (Note 1)
XA (P3E1)
Beneficial owner Personal 198,442,067 17.38%
EafEAA (EPN (Note 2)
(P7E2)
Mr. Fu Shou Gang Beneficial owner Personal 324,750 0.03%
SELEAS ExmlBEA @A (Note 3)
(o)
Notes: B 5T -
1. Such shares are owned by Jumbo Lane Investments Limited. 1. ZERHBEEREERAAESE -
Mr. Wang Zhong Sheng owns 100% interest in the issued share capital of TRBEEHEEEREBRAADEITRA
Jumbo Lane Investments Limited and he is taken to be interested in the Z100% s - IRIEEBEMESTIEBZHF K
shares owned by Jumbo Lane Investments Limited pursuant to Part XV of HIEGBIZEXVES - TREBLARRANE R
the SFO (Chapter 571 of the Laws of Hong Kong). REAERABIHEAB L ROFHEEESR ©

2. Out of the 198,442,067 long positions, Mr. Wang Zhong Sheng is interested 2.
as (i) a grantee of options to subscribe for 324,750 shares under the new
share option scheme adopted by the Company on 18 May 2011; and (ii) a
beneficial owner of 198,117,317 issued shares of the Company.

3. Mr. Fu Shou Gang is interested as a grantee of options to subscribe for 3.
324,750 shares under the new share option scheme adopted by the

Company on 18 May 2011.
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Save as disclosed above, as at 31 December 2014, 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 Year.

SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE INTEREST
AND SHORT POSITION IN SHARES AND
UNDERLYING SHARES UNDER THE SFO

As at 31 December 2014, 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 of the Company
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Percentage of

Name Number of shares Nature of Interest shareholding

e KRB EENE BERESL

Ms. Zhao Xin (Note) 216,560,567 Interest of spouse 18.97%

2+ (M) B #En

RHB OSK Finance Hong Kong 197,366,867 Person having 17.29%
Limited a secunty interest

FEGEMBEHRAA] BEESEEZAL

Note: B 5T

Ms. Zhao Xin (the spouse of Mr. Wang Zhong Sheng) is deemed to be interested 1R ZEH M EIE G - R L+ (EEBEE 2B

in her spouse’s interest in the Company pursuant to the SFO.

Save as disclosed above, as at 31 December 2014, 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 under to section 336 of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from as disclosed under the heading “Directors’ and Chief
Executive’s Interests and Long Positions in Shares and Underlying
Shares” above and in the section “The Placing and the Subscription”,
and “Share Option Scheme” below, at no time during the Year 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.

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.

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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Information in relation to share options disclosed in accordance with
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RIBRIFER ERBIFARES ABRENE

the GEM Listing Rules was as follows: BT
Adjusted on  Adjusted on Exercise Adjusted Adjusted
6 February 12 May 2014 price of Exercise price exercise price exercise price
Cancelled/  2014asa as a result per share pershare  per share as  per share as
Name and Asat Granted Exercised lapsed result of the  of the capital Asat Date of Exercise asatthedate optionasat aresultofthe  aresult of
category of {January  duringthe  duringthe  duringthe Open Offer reorganisation 31 December grant of periodof  ofgrantof  1January  OpenOffer the capital
participants 2014 period period period (note iii) (note iv) 2014 share options share options share options 2014 (note iii) reorganisation
AES RRE
il E4mR
Z§-BE ZE-BE N-E-BF RAEEEZ
i ZBAR EAtZA MERE  -A-B2 g3z RRAE4
Z8-Rf B B Bh fhEE FHEE W-3-pF BhRiE BRE REBEZ SHBRE  SRARE PAE L]
BEAMLREN  -B-B BRH B EB/RM (R (i) t=B=1-8 RERE &8 SRAEE x| (afii)  SRORE
Executive Directors
#ige
Mr. Wang Zhong Sheng 2,500,000 - - - 3247500 324,750 324,750 30562011 30/5/2011- 0.49 0.49 0.381 381
TRBEE 29/5/2001
Mr. FuShou Gang 2,500,000 - - - 3247500 34,750 324750 3062011 30/5/2011- 0.495 0.49 0.381 381
el it 2955/2021
5,000,000 - - - 6,495,000 649,500 649,500
Employees 42,240,000 - - - 54,869,760 5,486,976 5486976 30/52011  30/6/2011- 0.495 0.495 0.381 381
fE8 29/5/2021
Consultants 200,020,000 - - - 259,825,980 2598259 26,9825 3052011 30/6/2011- 0.495 0.495 0.381 381
ER 29/5/2021
247,260,000 - - - 321,190,740 2,119,074 32,119,074
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Notes:

(i

(i

48

Wi

The terms and conditions of the grants that existed during the Review (i)

Period are as follows:

RAERMFE 2 R B ER BT -

Number of Contractual
options Vesting conditions life of options
BREHE 5 B R BRESNEH
Options granted:
R
30 May 2011 215,220,000 Vest immediately 10 years
—E——FAA=+H BNEs 55 8 106
30 May 2011 43,080,000 Half on each of the first 10 years
and second anniversaries
of grant date
—E-——FRA=TH s qunp= ]t =R )54 104F

E_EBRFATR—F

The number and weighted average exercise prices of options are as follows: (ii)

BREZ BE RNEFHITEENT

Weighted average Number of
exercise price options
IEFHTEE BREHE
HK$
BT
Outstanding as at 1 January 2014 RZE—WF—A—AKRTHE 3.81 32,119,074
(note iii and note iv) (B & R Bt =iv)
Granted during the period HEERE — —
Outstanding as at RZE—NF+_A=+—H 3.81 32,119,074
31 December 2014 RITEE
Exercisable as at WZZE-—WHE+-_A=+—H 3.81 32,119,074

31 December 2014

AT

The options outstanding as at 31 December 2014 had an exercise price

of HK$3.81 and a weighted average remaining contractual life of 6.4 years.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014

R-ZE—ME+ - A=+—H 2 RITEBERE
ZATEERS.8VBTL « IAEF & LI RERFH
6.4 o



(ii)

(iv)

As a result of the Open Offer, adjustment has been made, among others,
to the number of the share options to subscribe for shares granted and
the exercise price of the outstanding share options pursuant to the New
Share Option Scheme with effect from 6 February 2014.

After the aforesaid adjustment upon the completion of the Open Offer, the
total number of the outstanding share options has been adjusted from
247,260,000 to 321,190,740 on 6 February 2014 and the exercise price
of the outstanding share options had been adjusted from HK$0.495 to
HK$0.381.

As a result of the Capital Reorganisation, adjustment has been made,
among others, to the number of the share options to subscribe for shares
granted and the exercise price of the outstanding share options pursuant
to the New Share Option Scheme with effect from 12 May 2014.

After the aforesaid adjustment upon the completion of the Capital
Reorganisation, the total number of the outstanding share options has
been adjusted from 321,190,740 to 32,119,074 on 12 May 2014 and the
exercise price of the outstanding options has been adjusted from HK$0.381
to HK$3.81.

(ii)

(iv)
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MAJOR TRANSACTIONS AND EVENTS

Completion of the Subscription

On 20 December 2013, Mr. Wang Zhong Sheng (the chairman of
the Company, an executive Director and a substantial shareholder
of the Company) (“Mr Wang”) and RHB OSK Securities Hong Kong
Limited (“RHB OSK Securities”) entered into a placing agreement,
and the Company and Mr. Wang entered into a subscription
agreement, pursuant to which (i) RHB OSK Securities has agreed to
place, on behalf of Mr. Wang and on a best effort basis, an aggregate
of up to 880,000,000 existing Shares (beneficially owned by Mr.
Wang) to not less than six placees at the placing price of HK$0.092
per placing share (the "Placing"); and (ii) Mr. Wang has conditionally
agreed to subscribe for, and the Company has conditionally agreed
to issue and allot, the subscription shares equivalent to the number
of placing shares successfully placed at the subscription price of
HK$0.092 per subscription share (the "Subscription").

The Placing was completed on 30 December 2013. The Subscription
took place on 3 January 2014 whereby 880,000,000 Subscription
Shares were allotted and issued to Mr. Wang at the subscription
price of HK$0.092 per subscription share. The net proceeds from
the subscription were approximately HK$79,658,000, and they have
been used for (i) repayment of bank and other borrowings, (i) drilling
of wells, (iii) natural gas pipeline construction work, and (iv) general
working capital.

For details of the Subscription, please refer to the announcements
of the Company dated 22 December 2013 and 3 January 2014.
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Results of the Open Offer

On 20 December 2013, the Board proposed to raise not less than
approximately HK$109,200,000 and not more than approximately
HK$131,700,000, before expenses, by an open offer of not less
than 2,730,867,896 offer shares and not more than 3,293,247,896
offer shares at the open offer price of HK$0.04 per offer share, on
the basis of one offer share for every two existing shares held on the
record date (the "Open Offer"). On 6 February 2014, 3,170,867,896
offer shares were allotted pursuant to the Open Offer. The net
proceeds from the Open Offer were approximately HK$123,405,000
(equivalent to approximately RMB97,160,000).

70% of such net proceeds had been applied for the repayment of
bank and other borrowings, and the remaining 30% had been used
for drilling of wells and natural gas pipeline construction work.

For details of the Open Offer, please refer to the announcements of
the Company dated 22 December 2013, 15 January 2014 and
6 February 2014 and the prospectus of the Company dated
15 January 2014.

Refreshment of existing general mandate to issue
and allot shares

On 29 January 2014, the Board proposed to seek refreshment of
the existing general mandate (the “Existing General Mandate”) for
the Directors to allot and issue new shares not exceeding 20% of
the issued share capital of the Company as at the date of passing of
such resolution by the independent shareholders of the Company.
An extraordinary general meeting of the Company has been convened
on 17 March 2014 and the proposed refreshment of the existing
general mandate was passed by ordinary resolution.

For details of the refreshment of the Existing General Mandate, please
refer to the announcements of the Company dated 29 January 2014
and 17 March 2014, and the circular of the Company dated
28 February 2014.
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Change of domicile, change of Company name,
cancellation of share premium account and capital
reorganisation

On 3 March 2014, the Board proposed the following changes (the
“Proposed Changes”), subject to the approval of the shareholders
at the extraordinary general meeting:

(1)

to change the domicile of the Company from the Cayman
Islands to Bermuda by way of deregistration in the Cayman
Islands and continuation as an exempted company under the
laws of Bermuda (the “Change of Domicile”);

to reorganise the share capital of the Company by (i)
consolidation of every 10 issued existing shares into one issued
consolidated share; and (ii) capital reduction of the issued share
capital of the Company through a cancellation of the paid-up
capital of the Company to the extent of HK$0.09 on each of
the issued consolidated shares such that the nominal value of
each issued consolidated share will be reduced from HK$0.10
to HK$0.01 (together referred to as the “Capital
Reorganisation”) upon the Change of Domicile becoming
effective;

subject to the approval of the Registrar of Companies in
Bermuda being obtained, to change the English name of the
Company from “China Leason CBM & Shale Gas Group
Company Limited” to “China CBM Group Company Limited”
and the Chinese name of the Company from “Ff B8 B 2% /& /8 =
BEREXEEARAF o FEIEEBREEER AR (the
“Change of Company Name”) upon the Change of Domicile
and the Capital Reorganisation becoming effective; and

to cancel the share premium account and transfer credits arising
from such cancellation to the contributed surplus account of
the Company (the “Cancellation of Share Premium Account”).

An extraordinary general meeting of the Company has been held on
9 April 2014 and the Proposed Changes were passed by special
resolutions.
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The Company has been deregistered in the Cayman Islands and
duly continued in Bermuda as an exempted company under the laws
of Bermuda and the Change of Domicile became effective on 23
April 2014 (Bermuda time).

The Capital Reorganisation became effective on 12 May 2014 (Hong
Kong time). Immediately following the Capital Reorganisation, the
authorised share capital of the Company is HK$200,000,000 divided
into 20,000,000,000 shares of HK$0.01 each, of which 951,260,368
shares of HK$0.01 each are in issue. The board lot size for trading
remains unchanged at 10,000 shares. During the year ended 31
December 2014, the amount in the sum of HK$799,167,000 in the
contributed surplus account of the Company have been applied by
the Board to set off against the accumulated losses of the Company.

The name of the Company has been changed from “China Leason
CBM & Shale Gas Group Company Limited A BB 2% B R B = &,
EXSEEAER QA" to “China CBM Group Company Limited
HEREBHBR AR with effect from 12 May 2014. Following the
Change of Company Name, the stock short name of the Company
for trading in the shares of the Company on the Stock Exchange
has been changed from “CHINA LEASON” to “CHINA CBM” in
English, and from “FA BB 3% to “Ah BUE FE S in Chinese with effect
from 25 June 2014.

For details of the Change of Domicile, Change of Company Name,
Cancellation of Share Premium account, and Capital Reorganisation,
please refer to the announcements of the Company dated
3 March 2014, 12 March 2014, 9 April 2014, 24 April 2014 and 20
June 2014, and the circular of the Company dated 16 March 2014.
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Re-designation and Resignation of Directorship

On 15 April 2014, Mr. Kwok Shun Tim (“Mr Kwok”) had been re-
designated from an executive Director to a non-executive Director.
Mr. Kwok resigned as the non-executive Director with effect from 22
July 2014 due to his personal commitments on his other business.
For details of the aforesaid re-designation and resignation of
directorship, please refer to the announcements of the Company
dated 15 April 2014 and 22 July 2014.

Arranger Agreement in respect of the issue of
unlisted, unsecured and fixed rate Notes

On 15 April 2014, the Company and Kingsway Financial Services
Group Limited (the “Arranger”) entered into an arranger agreement
(the “Arranger Agreement”) pursuant to which the Company
conditionally agrees to appoint the Arranger as the sole arranger
during the period from the date of Arranger Agreement up to the
date of completion or 14 May 2014 (whichever is earlier) to procure,
on a best effort basis, investors to subscribe for the 10% unsecured
and unlisted fixed rate notes (the “Notes”) for an aggregate principal
amount of up to HK$51 million at the issue price of 100% of the
principal amount of the Notes (the “Notes Issue”). Upon successful
procurement of the investors by the Arranger, a subscription
agreement will be entered into between the Company as issuer and
each investor as subscriber in respect of the Notes Issue. For details
of Arranger Agreement, please refer to the announcement of the
Company dated 15 April 2014.

The Company proceeded with the Notes Issue and on 16 April 2014,
entered into the subscription agreement with each of the subscribers
of the Notes in respect of the Notes Issue. For the details of Notes
Issue, please refer to the announcement of the Company dated 16
April 2014.
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On 15 May 2014 (after trading hours), the Company and the
subscribers (being also the subscribers of the Notes in the aforesaid
Arranger Agreement, the "Subscribers")) entered into separate and
independent subscription agreements (the "Subscription
Agreements"), pursuant to which, the Subscribers have conditionally
agreed to subscribe for and the Company has conditionally agreed
to allot and issue an aggregate of 190,220,000 subscription shares
at a price of HK$0.305 per subscription share under the general
mandate.

On 22 May 2014, due to an inadvertent mistake relating to the
calculation of subscription price, the Company and the Subscribers
entered into separate and independent supplemental deeds to the
Subscription Agreements (the "Supplemental Deeds") pursuant to
which, the previous subscription price was amended to HK$0.311.

Net proceeds of HK$58,858,000 have been raised from the
subscription (being HK$0.311 per subscription share), and has been
used for redeeming the Notes issued by the Company to the
noteholders in full (including the settlement of the interests accrued
to the Subscribers for redemption of Notes pursuant to the
instrument) and applied as general working capital.

For details of the Subscription Agreements and the Supplemental
Deeds, please refer to the announcement of the Company dated 15
April 2014 and 22 May 2014.

MAJOR CUSTOMERS AND SUPPLIERS

For the year under review, the top five customers of the Group
together accounted for approximately 49.33% of the Group’s total
sales for the year while the single largest customers accounted for
approximately 17.94% of the Group’s total sales during the year.

The top five suppliers of the Group for the year under review together
accounted for approximately 65.74% of the Group’s total purchases
for the year and the single largest supplier accounted for
approximately 34.87% of the Group'’s total purchases.

None of the Directors, their respective associates or any shareholders
of the Company who owns more than 5% of the issued share capital
of the Company has any interests in the Group’s five largest
customers and suppliers above mentioned.
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AMOUNT OF CAPITALISED INTEREST

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

RETIREMENT BENEFITS SCHEMES

Particular of the retirement benefits schemes of the Group are set
out in note 33 to the consolidated financial statements.

CONVERTIBLE SECURITIES, WARRANTS OR
SIMILAR RIGHTS

As at the date of this report, the Company had outstanding options
to subscribe for 32,119,074 shares under the share option scheme
adopted on 18 May 2011.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the bye-laws of
the Company or the laws of Bermuda, 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 year ended 31 December 2014, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
listed securities of the Company nor any of its subsidiaries.
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MATERIAL RELATED PARTY TRANSACTIONS
AND CONTINUING CONNECTED
TRANSACTIONS

Details of the related party transactions of the Company are set out
in note 38 to the consolidated financial statements.

During the year ended 31 December 2014, Shanxi Qinshui Perfecture
Chengrong Investment Limited (“Chengrong Investment”) has
provided financing to the Group in the sum of RMB38,000,000. As
Chengrong Investment owns 17% equity interest in Shanxi Wanzhi
Logistics Limited (a non-wholly owned subsidiary of the Company),
Chengrong Investment is a connected person of the Company under
the GEM Listing Rules. As the financing is financial assistance
provided by a connected person for the benefit of the Group on
normal commercial terms (or better to the Company) where no
security over the assets of the Group is granted in respect of the
financial assistance, the transaction are exempt from the reporting,
announcement and independent shareholders’ approval under Rule
20.65 of the GEM Listing Rules.

During the year ended 31 December 2014, Yangcheng Yangtai Group
Industrial Company Limited (“Yangcheng Yangtai”) has provided
financing to the Group in the sum of RMB16,500,000. As Yangcheng
Yangtai owns 20% equity interest in Huiyang New Energy, (a non-
wholly owned subsidiary of the Company), Yangcheng Yangtai is a
connected person of the Company under the GEM Listing Rules. As
the financing is financial assistance provided by a connected person
for the benefit of the Group on normal commercial terms (or better
to the Company) where no security over the assets of the Group is
granted in respect of the financial assistance, the transaction are
exempt from the reporting, announcement and independent
shareholders’ approval under Rule 20.65 of the GEM Listing Rules.

The Company has complied with the disclosure requirements in
accordance with Chapter 20 of the GEM Listing Rules. Save as
disclosed above, The Directors consider that those material related
party transactions disclosed in note 38 to the financial statements
did not fall under the definition of “connected transactions” or
“continuing connected transactions” in accordance with the GEM
Listing Rules during the year under review.
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COMPETING INTERESTS

None of the Directors or the management shareholders of the
Company or any of their respective associates (as defined in the
GEM Listing Rules) had an interest in a business which causes or
may cause any significant competition with the business as of the
Group.

RE-DESIGNATION AND RESIGNATION OF
DIRECTOR

Mr. Kwok had been re-designated from an executive Director to a
non-executive Director on 15 April 2014 and resigned as the non-
executive Director with effect from 22 July 2014.

POST BALANCE SHEET EVENTS

Finance lease arrangement

On 28 January 2015, Shanxi Qinshui Shuntai Energy Development
Company Limited (“Qinshui Energy”), a direct wholly-owned
subsidiary of the Company entered into, among other things, the
Finance Lease Agreement with CIMC Capital Limited (“CIMC”),
pursuant to which (i) Qinshui Energy conditionally agreed to sell and
CIMC conditionally agreed to purchase the certain liquefied natural
gas equipments (“Equipments”) for a total consideration of
RMB98,000,000 (approximately HK$124,051,000); and (i) Qinshui
Energy conditionally agreed to lease from CIMC, and CIMC
conditionally agreed to lease to Qinshui Energy, the Equipments for
a total lease consideration of RMB114,836,400 (approximately
HK$145,363,000) for a term of 36 months by monthly installments
inclusive of interest with a lump sum handling fee in the sum of
RMB980,000 (approximately HK$1,241,000). 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.
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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. An extraordinary general meeting
of the Company will be convened on 30 March 2015.

For details of the Finance Lease Arrangement, please refer to the
announcement of the Company dated 28 January 2015 and the
circular of the Company dated 12 March 2015.

AUDITORS

The accounts for the year ended 31 December 2014 was audited
by HLB Hodgson Impey Cheng Limited whose term of office will
expire upon the annual general meeting. A resolution for the re-
appointment of HLB Hodgson Impey Cheng Limited as the auditors
of the Company for the subsequent year is to be proposed at the
forthcoming annual general meeting.

By order of the Board

Wang Zhong Sheng
Chairman

23 March 2015
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Hodgson Impey Cheng Limited

HL

To the shareholders of China CBM Group Company Limited
(Incorporated in the Cayman Islands and continued in Bermuda with
limited liability)

We have audited the consolidated financial statements of China CBM
Group Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 63 to 214,
which comprise the consolidated and company statements of
financial position as at 31 December 2014, and the consolidated
statement of profit or loss, the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.
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INDEPENDENT AUDITORS’ REPORT

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2014, and of the Group’s loss and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

EMPHASIS OF MATTER

Without qualifying our opinion, we draw attention to note 2(b) to the
consolidated financial statements which indicates that the Group
incurred a net loss of approximately RMB342,316,000 during the
year ended 31 December 2014 and, as of that date, the Group’s
current liabilities exceeded its current assets by approximately
RMB334,612,000. These conditions indicate the existence of a
material uncertainly that may cast significant doubt about the Group’s
ability to continue as a going concern.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Jonathan T. S. Lai
Practising Certificate Number: P04165
Hong Kong, 23 March 2015
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
iy AR R

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2014 2013
—E—mEF —E-=F
Notes RMB’000 RMB’000
Bt 5 AR®TT ARET T
Turnover EER 5 301,119 187,184
Cost of sales $H 6 P AR (274,791) (211,469)
Gross profit/(loss) ERN, (EE) 26,328 (24,285)
Other revenue and net income H b e BOF WA 6 503 4,686
Selling and distribution costs SHE R AR (5,540) (2,333)
Administrative expenses THHAX (47,198) (49,686)
Other operating expenses HgERx (38,652) (4,578)
Loss on extinguishment of FHEHeRBECZEE
financial liability 31(b) (57,024) _
Finance costs B 7% & A 7(c) (16,057) (27,657)
Impairment loss on goodwill EEREEE 15 (104,298) (163,000)
Impairment loss on intangible assets %2 & & BB &5 18 19 (138,702) (25,000)
Loss before taxation R Bi Al 5 18 7 (380,640) (291,853)
Income tax credit Fristif e 8(a) 38,324 13,092
Loss for the year EKEEEIE (342,316) (278,761)
Attributable to: THIREAG -
Equity shareholders of the Company 72 &) # 25 A% R (333,348) (271,440)
Non-controlling interests FEFE R R = (8,968) (7,321)
(342,316) (278,761
RMB RMB
AR# AR
(Restated)
(g EH)
Loss per share BRER 13
— Basic — EK (27.35) cents % (43.34) cents?
— Diluted — g (27.35) cents % (43.34) cents?

The notes on pages 72 to 214 form part of these consolidated 728 £2148 2 i sH A I F42 A B 15 5R
financial statements. RER D o
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

A7 T 2 B Ui 2 i W i %

For the year ended 31 December 2014 B2 = F—F+ A=+ —HILFE

2014 2013
—2—QmF —E-=F
RMB’000 RMB’000
AR®TR ARBTT
Loss for the year AEEEIE (342,316) (278,761)
Other comprehensive AEEHMEHEBX
expense for the year
ltem that may be reclassified HE e BEREYH
subsequently to profit or loss: BH :
Exchange differences on translation #1839 ¥ #8175
of financial statements WMEERERE
of foreign operations (7,391) (1,636)
Total comprehensive expense AEEEHAXEEE
for the year (349,707) (280,397)
Total comprehensive expense THEEEEBETALE
attributable to:
Equity shareholders of the Company AN/ &) # 25 A% 3R (340,739) (273,076)
Non-controlling interests FEIE AR HE 2= (8,968) (7,321)
(349,707) (280,397)
I —

The notes on pages 72 to 214 form part of these consolidated F72BH 2148 2 M 48K It F47 4 B 53R
financial statements. FKEFE -
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B 5 W5 IR DL A

At 31 December 2014 R=ZZE—PF+=-A=+—H

2014 2013
—2—QmF —E-=F
Notes RMB’000 RMB’000
B 5 AR®TR ARBTT
Non-current assets ERBEE
Goodwill GRS 18 - 104,298
Property, plant and equipment M - S RHRE 17(a) 872,877 782,941
Prepaid lease payments for land KEROTEN T HES
under operating leases 18 32,689 33,499
Intangible assets BT EE 19 141,661 309,988
Deposits and prepayments HEDSENES 20 66,365 67,055
Deferred tax assets EERIBEE 30(b) 88 141
1,113,680 1,297,922
Current assets REBEE
Prepaid lease payments for land KEMAOTENLHES
under operating leases 18 810 810
Financial assets at fair value EAFEFABRZ
through profit or loss TREE 22 200 200
Inventories e 23(a) 9,833 7,875
Trade and other receivables JEUER R R Kb fE U ERIE 24 112,770 180,208
Tax recoverable A Y =l F 18 30(a) 2,000 2,000
Cash and cash equivalents HekBE2EED 25 43,930 17,656
169,543 208,749
Current liabilities REEE
Trade and other payables ERTERR R A RIE 26 380,063 357,163
Bank and other borrowings —FRNIHZRITR
due within one year H A {& 27 87,500 162,751
Obligations under finance leases mE R ERIE 28 29,145 33,106
Provision Rt 29 4,546 3,430
Tax payable JERTFR IR 30(a) 2,901 13,671
504,155 570,121
Net current liabilities RBEEFE (334,612) (361,372)
Total assets less current liabilities BEERBABEE 779,068 936,550

“E-OFFH PEEEREEERQT 65



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A 5 W51 DL A

At 31 December 2014 R=ZZE—PF+=-A=+—H

2014 2013
—2—QmF —E-=F
Notes RMB’000 RMB’000
{hr=3 AR®TR ARBTT
Non-current liabilities ERBAE
Bank borrowing |ITER 27 - 3,000
Obligations under finance leases A E AR 28 1,255 30,400
Deferred tax liabilities EERIBAE 30(b) 42,737 82,401
43,992 115,801
Net assets EEFRE 735,076 820,749
Capital and reserves EXRFE
Share capital &N 31(b) 9,432 47,333
Reserves ] 719,290 758,094
Equity attributable to equity RN A= IRRE (LS
shareholders of the Company 728,722 805,427
Non-controlling interests FEFE AR A 2 6,354 15,322
Total equity HERES 735,076 820,749

Approved and authorised for issue by the board of directors on

23 March 2015.

Wang Zhong Sheng

ERBB
Director

EF

The notes on pages 72 to 214 form part of these consolidated

financial statements.
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STATEMENT OF FINANCIAL POSITION
RSP S

At 31 December 2014 R —ZFE—pmE+ - F=+—H

2014 2013
~—2—QmF —E—=F
Notes RMB’000 RMB’000
B 5 AR®TT ARET T
Non-current assets ERBEE
Property, plant and equipment Y - HESRERE 17(b) 1,990 1,395
Investments in subsidiaries R B AR ZIEE 21 407,537 614,517
409,527 615,912
Current assets REBEE
Trade and other receivables JEUBR R e UL ERIE 24 314,353 238,353
Cash and cash equivalents HekBEEEED 25 19,600 4176
333,953 242,529
Current liabilities REEE
Trade and other payables ERERR R AL BT ZRIE 26 23,721 6,805
Other borrowing due —F AR 2 B AL E R
within one year 27 - 43,351
Tax payable JERTFR IR 30(a) - 26
23,721 50,182
Net current assets RBEEFRE 310,232 192,347
Total assets less current liabilities A& EBAEBEE 719,759 808,259
Non-current liabilities ERBEAE
Deferred tax liabilities EERIBAE 30(b) 933 3,189
Net assets EERE 718,826 805,070
Capital and reserves ERXRFE
Share capital &N 31(b) 9,432 47,333
Reserves i 31(a) 709,394 757,737
Total equity R 718,826 805,070

Approved and authorised for issue by the board of directors on ZEFEWR _ET—RAF=A -+ =BH#ENK

23 March 2015. T o
Wang Zhong Sheng Fu Shou Gang
IRE =M
Director Director
2 2

The notes on pages 72 to 214 form part of these consolidated HF72B £2148 ~ Ml sH MK L F47 A B 15 3R
financial statements. KA o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Ao B o 22 W) %

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

Attributable to equity shareholders of the Company

AAREERRER
Share Convertible Non-
Share Share General Translation option bonds  Accumulated controling Total
capital premium reserve reserve reserve reserve losses Total interests equity
—# TR FER
i i aE B hERE  EREER EREE ESy EH i3 BiEs
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETR  ARETR  ARETR  ARBTR  AREBTn  ARETR  AR¥TR  ARETR

Balance at 1 January 2013 R=E-=F—-F-RB&# 34,828 878,366 2412 1,506 30,763 241,209 (189,024 1,000,060 22,643 1,022,703
Loss for the year TEEBE - - - - - - (271,440) (271,440) (7.321) (278,761)
Other comprehensive FEEAMRERS

expense for the year - - - (1,636) - - - (1,636) - (1,636)
Total comprehensive TEERERNER

expense for the year - - - (1,636) - - (271,440) (273,076) (7,321) (280,397)
Issue of new shares ETHRH
— Share placement — RiRE 3,227 77,454 - - - - - 80,681 - 80,681
— Conversion of — BRTARES

convertible bonds 9,278 231,931 - - - (241,209) - - - -

Transaction costs ETHRARER AHA

attributable to issue

of new shares - (2,830) - - - - - 2830) - 2,830)
Equity-settled share DRELENREBER

based payments BES - - - - 592 - - 592 - 592
Lapse of share options ~~ BERIEX M - - - - (506) - 506 - - -
Transfer to general reserve EEZ—REE - - 2,682 - - - (2,682) - - -
Balance at WIE-ZE

31 December 2013 T-A=+-BEH 47,333 1,184,921 5,094 (130) 30,849 - (462,640) 805,427 15,322 820,749
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
A B A 52 )

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

Attributable to equity shareholders of the Company
EATRERRES
Share Non-
Share Share General ~ Translation  Contributed option  Accumulated controlling Total
capital premium reserve reserve surplus reserve losses Total interests equity
-# FER
i RHEE B RERE AABE  BRERE it ER E & g5
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARRTE  ARRTR  ABRTR  ARRTR  ABRTRT  ABRTR  ABRTR  ABNTR  ARRTR  ARRTR
Balance at 1 January 2014 R-Z-BE-f-R&R 47,333 1,184,921 5,004 (130) - 30,849 (462,640) 805,427 15,322 820,749
Loss for the year rEEER - - - - - - (333,348) (333,348) (8,968) (342,316)
Other comprehensive FEEAMRERS
expense for the year - - - (7,391) - - - (7,391) - (7,391)
Total comprenensive AFERERLAE
expense for the year - - - (7,391) - - (333,348) (340,739) (8,968) (349,707)
Issue of new shares ESEi0)
— Placing and subscription — B& &% 8,438 159,624 - - - - - 168,062 - 168,062
— Open Offer —NREE 24,923 74,769 - - - - - 99,692 - 99,692
Transaction costs FIHRAEERAHA
attributable to issue
of new shares - (3,720) - - - - - (3,720) - (3,720)
Capital Reorganisation ~ FAZEA (71,262) (1,312,743) - - 1,384,005 - - - - -
Transfer a% - - - - (799,167) - 799,167 - - -
Transfer to general reserve BBE-FEE - - 3,179 - - - (3,179) - - -
Balance at RZ5-mF
31 December 2014 tZA=t+-RER 9,432 102,851 8,213 (7,521) 584,838 30,849 - 728,722 6,354 735,076
J
The notes on pages 72 to 214 form part of these consolidated 728 £2148 2 i sH A I F42 A B 15 5R
financial statements. FKEFP I, -
ZE-NFEFHR PEEEREERRLF 69
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2014 2013
—E—mF —ET—=%F
Note RMB’000 RMB’000
Bt 5 AR®TTT ARET T
Operating activities REER
Loss before taxation BrEi R &R (380,640) (291,853)
Adjustments for: TV ZIERAE
Depreciation of property, M - BMBERREITE
plant and equipment 55,482 38,341
Amortisation of prepaid lease payments &L &L T FEN i
for land under operating leases ity ¥ 810 810
Amortisation of intangible assets mEERE 29,625 30,243
Impairment loss on goodwill R EEE 104,298 163,000
Impairment loss on intangible assets &2 & & 5 B &5 18 138,702 25,000
Interest income 2 WA (56) (47)
Loss/(gain) on disposal of property, HEWME B REE
plant and equipment 2 B8 (W) 864 (2,148)
Recognition of equity-settled TR DA IR HE 4 & LA 10
share based payments BER AR - 592
Impairment loss on trade and JFEE 52 B RR % HL At e LWL
other receivables FIE 2R EE R 340 3,843
Loss on extinguishment dHEeRABECER
of financial liability 57,024 —
Reversal of impairment loss JFE LA AR SR B2 HL Ath g Uik
on trade and other receivables FRIB 2 R E B 1R D (209) (1,050)
Finance costs B & A 16,057 27,657
22,297 (5,612)
Changes in working capital EEESEE
Increase in inventories FEE (1,958) (1,926)
Decrease in trade and other receivables & 4t BR 2k &2 H b & UL
TRIE R, 67,307 4,386
(Decrease)/increase in trade JE A BR R % HL Ath & A<
and other payables FIE G ) /10 (56,150) 54,323
Increase in provision for EELTEBELN
production safety 1,116 923
Cash generated from operations KEEXBELECHRE 32,612 52,094
PRC Enterprise Income Tax paid BRI EMEH (12,057) (11,033)
Net cash generated from REEREEZ
operating activities HEFHE 20,555 41,061
Cash flows from investing RETEBEEZ
activities HERE
Payment for purchase of property, BEWE  BRIRZHEZ
plant and equipment (B (67,650) (152,979)
Proceeds from disposal of property,  HEME - #ERHREZ
plant and equipment FriS 3k A 417 5,413
Decrease/(increase) in deposits HEDSENNE
and prepayments B (38 ) 690 (13,570)
Interest received 2 U FE 56 47
Net cash used in investing activities REZBFFACEEEHE (66,487) (161,089)
I —



CONSOLIDATED STATEMENT OF CASH FLOWS

Bl R

For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE

2014 2013
—E—mF —E-=F
Note RMB’000 RMB’000
{hr=3 AR®TR ARBTT
Cash flows from financing activities BEZBEL2RERE
Proceeds from issue of new shares BITH R 2 5 50E 169,883 80,681
Transaction costs for issue BATHRD 2 R 5K A
of new shares (3,720) (2,830)
Proceeds from new bank FTIGIRITREMERZ
and other borrowings Fr15 3018 60,847 137,174
Repayment of bank and ERERITREMERK
other borrowings (98,251) (87,423)
Interest paid on bank RITRHEAME R Z
and other borrowings EENEIINSS (10,143) (15,010)
Other borrowing costs paid BT E MG SR A (152) (970)
Capital element of finance leases BMERN 2 ERI G (33,106) 57,354
Interest element of finance leases &M Z’JZ%'J S (5,762) (11,677)
Change in other payable H A T IBE B = (47,425)
Net cash generated from RMETBHEEZ
financing activities BEFEHE 79,596 109,874
Net increase/(decrease) ReRESEEY
in cash and ®in, (Rd) BE
cash equivalents 33,664 (10,154)
Cash and cash equivalents R—BA—HZ
at 1 January RERREZEEY 17,656 29,437
Effect of foreign exchange ExEgFH o8
rate changes (7,390) (1,627)
Cash and cash equivalents Rt+t=-—A=+—-H=z2
at 31 December HEeERBREEEY 25 43,930 17,656
I —

The notes on pages 72 to 214 form part of these consolidated

financial statements.
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72

GENERAL INFORMATION

China CBM Group Company Limited (the “Company”) was
incorporated as an exempted company with limited liability in
the Cayman Islands on 15 July 2002 under the Companies
Laws of the Cayman Islands.

During the year, the Company has been deregistered in the
Cayman lIslands and duly continued in Bermuda as an
exempted company under the laws of Bermuda and the change
of domicile became effective on 23 April 2014.

Pursuant to the special resolution passed by the shareholders
at the extraordinary general meeting of the Company held on 9
April 2014, the name of the Company has been changed from
“China Leason CBM & Shale Gas Group Company Limited /1
B B B [E SR B e RE E R E AR A R]” to “China CBM Group
Company Limited # Bl € & & B AR 2 7" with effect from
12 May 2014.

The shares of the Company are listed on the Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered
office and principal place of business of the Company are
disclosed in the “Corporate Information” section in the annual
report.

The principal activity of the Company is investment holding.
The Company and its subsidiaries (collectively referred to as
the “Group”) are principally engaged in the business of
exploitation, liquefaction production and sale of natural gas in
the People’s Republic of China (the “PRC”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), the collective
term which includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA”) and accounting principles generally accepted
in Hong Kong. These consolidated financial statements
also comply with the applicable disclosure requirements
of the Hong Kong Companies Ordinance, which for this
financial year and the comparative period continue to be
those of the predecessor Hong Kong Companies
Ordinance (Cap. 32), in accordance with transitional and
saving arrangements for Part 9 of the new Hong Kong
Companies Ordinance (Cap. 622), “Accounts and Audit”,
which are set out in sections 76 to 87 of Schedule 11 to
that Ordinance. These consolidated financial statements
also comply with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on the GEM
of the Stock Exchange. A summary of the significant
accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the group and the
company. Note 3 provides information on any changes in
accounting policies resulting from initial application of
these developments to the extent that they are relevant
to the Group for the current and prior accounting periods
reflected in these consolidated financial statements.

2. FESHHX

(a)

SEEH

I ERE M MR DIEMEER
BB B HREER (BB
HELEA) FE - BAMBRE
HABRERASHIAE ([FF
SRS BH2EERZ
BRI BEHBRMEER - BEE
TR (BB EN]) k2E
INREBEBEN SETRA -
WAREZHE - ILEHEE 0K
WERNMFEBBRAREN ZEA
BWEAT RERTEB R HEH
(5B622F) Mt R11E76E8716A
FOHEMIRE RET 2 BE M
MRBLZHRE AWM BRFE
R EHBEmM S NAETBENSE
2EFI A RIEN)) - WEHEEH
BWMEMF A FTEIERE S
EHRBZEAEBRG - AE
ERM s FEZESHERBA M
T o

BEGIMAGDRMETRA
SERARRB NG HFEERE
Rk TR B B 4 2 AT MR (&
RIEBMHRE D o HIFEIHA
BERNE R &zt BERY
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2. SIGNIFICANT ACCOUNTING POLICIES

74

(Continued)

(b) Basis of preparation of the consolidated

financial statements

The consolidated financial statements for the year ended
31 December 2014 comprise the Company and its
subsidiaries.

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis, except those disclosed otherwise in the accounting
policies below.

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed to
be reasonable under the circumstances, the results of
which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the application of
HKFRSs that have a significant effect on the consolidated
financial statements and major sources of estimation
uncertainty are discussed in note 4.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Basis of preparation of the consolidated

financial statements (Continued)

Going concern

The Group incurred a net loss of approximately
RMB342,316,000 during the year ended 31 December
2014 and, as of that date, the Group’s current liabilities
exceeded its current assets by approximately
RMB334,612,000. These conditions indicate the
existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as
a going concern and that the Group may be unable to
realise its assets and discharge its liabilities in the normal
course of business.

Nevertheless, the directors of the Company had adopted
the going concern basis in the preparation of the
consolidated financial statements of the Group based on
the following factors:

(1) Other borrowings of RMB54,500,000 disclosed in
note 27 to the consolidated financial statements
were due for repayment within 12 months in
accordance with the loan agreements entered into
between the Group and non-controlling shareholders
of subsidiaries of the Company (note 38). However,
prior to the date of approval of these consolidated
financial statements, these borrowings had been
rolled over for a further 12 months and will be due
for repayment after 31 December 2015. Up to the
date of approval of these consolidated financial
statements, the non-controlling shareholders of
subsidiaries of the Company have not indicated their
intention to withdraw the credit facilities granted to
the Group;

2. EESHEE@®)

(b)

REMBHRREREE (B)
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

76

(b) Basis of preparation of the consolidated

financial statements (Continued)

Going concern (Continued)

(2)  Mr. Wang Zhong Sheng (“Mr. Wang”), a substantial
shareholder, the chairman and executive director of
the Company, has confirmed to provide continuing
financial support to the Group to enable it to continue
as a going concern and to settle its liabilities as and
when they fall due in the foreseeable future;

(3) Management is formulating, and will implement, cost
saving measures to improve the Group’s financial
performance and cash flows;

(4) As detailed in note 39, subsequent to the end of the
reporting period, the Group entered into a conditional
finance lease agreement in relation to the sale and
lease back of equipments for a total consideration
of RMB98,000,000 (equivalent to approximately
HK$124,051,000).

Provided that these measures can successfully improve
the liquidity of the Group, the directors of the Company
are satisfied that the Group will be able to meet its financial
obligations as and when they fall due for the foreseeable
future. According, the consolidated financial statements
have been prepared on a going concern basis. Should
the Group be unable to operate as a going concern,
adjustments would have to be made to write down the
value of assets to their recoverable amounts, to provide
for further liabilities which might arise and to reclassify
non-current assets and liabilities as current assets and
liabilities respectively. The effects of these adjustments
have not been reflected in the consolidated financial
statements.
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For the year ended 31 December 2014 # % —

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed, or has rights,
to variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity. When assessing whether the Group has
power, only substantive rights (held by the Group and
other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flows and
any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised
gains but only to the extent that there is no evidence of
impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those interests
that meets the definition of a financial liability. For each
business combination, the Group can elect to measure
any non-controlling interests either at fair value or at the
non-controlling interests’ proportionate share of the
subsidiary’s net identifiable assets.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES

78

(Continued)

(c) Subsidiaries and non-controlling interests

(Continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to the equity shareholders of the
Company. Non-controlling interests in the results of the
Group are presented on the face of the consolidated
statement of profit or loss and the consolidated statement
of profit or loss and other comprehensive income as an
allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and
the equity shareholders of the Company. Loans from
holders of non-controlling interests and other contractual
obligations towards these holders are presented as
financial liabilities in the consolidated statement of financial
position in accordance with the accounting policies in note
2 depending on the nature of the liability.

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and
no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised
in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised
at fair value and this amount is regarded as the fair value
on initial recognition of a financial asset (see note 2(e)) or,
when appropriate, the cost on initial recognition of an
investment in an associate or joint venture.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

(d)

Subsidiaries and non-controlling interests
(Continued)

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 2(j)), unless the investment is classified
as held for sale (or included in a disposal group that is
classified as held for sale).

Business combinations and goodwill

(i) Business combinations

Acquisitions of businesses are accounted for using
the acquisition method. The consideration
transferred in a business combination is measured
at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity
interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are recognised
at their fair value, except that:

— deferred tax assets or liabilities, and assets or
liabilities related to employee benefit
arrangements are recognised and measured
in accordance with HKAS 12 Income Taxes and
HKAS 19 Employee Benefits respectively;

2. EESHEE@®)

) MEBLARAKRFIERESR &)

R B AR ZRER AR R
AR RIZ AR 18 (R
FE2() PRk - DB RRHELE
(HFFADBERFHELEZLE
MR 2 A RIBRSN o

d) EBEHREE

() ZEBEHt

WiE RS RAUWIEEETE
HERE - X aHThEE L
RESURTHETE  M&
NHE B RS B A HREU
Ys 8 73 42 Wl 4 T () 45 U 7
ZHREAANEREE  AE
BERBET 2R EN
BRZAFERM - B
BRAZKA—RENE LR
FEERER -

RUER - &S Z AR
BENRFEREZABRAERD
FEER  BATEER
LI

— EBEEMRBEENBE
kEfEEBEHEZHE
Mo BESAE T
DRIRBEBGITE
BIE125 T2 R
et ERIF 195 F
BiEFIERMET £

“E-OFFH PEEEREEERQT 79



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 5 Y 25 0 e B

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

80

(d) Business combinations and goodwill
(Continued)

(i

Business combinations (Continued)

— liabilities or equity instruments related to share-
based payment arrangements of the acquiree
or share-based payment arrangements of the
Group entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with HKFRS 2 Share-
based Payment at the acquisition date (see the
accounting policy below); and

— assets (or disposal groups) that are classified
as held for sale in accordance with HKFRS 5
Non-current Assets Held for Sale and
Discontinued Operations are measured in
accordance with that standard.

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair
value of the acquirer’s previously held equity interest
in the acquiree (if any) over the net of the acquisition-
date amounts of the identifiable assets acquired and
the liabilities assumed. If, after reassessment, the
net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the
fair value of the acquirer’s previously held interest in
the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase
gain.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Business combinations and goodwill
(Continued)

(i

Business combinations (Continued)

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of
liquidation may be initially measured either at fair
value or at the non-controlling interests’
proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling
interests are measured at their fair value or, when
applicable, on the basis specified in another HKFRS.

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration
arrangement, the contingent consideration is
measured at its acquisition-date fair value and
included as part of the consideration transferred in
a business combination. Changes in the fair value
of the contingent consideration that qualify as
measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments
against goodwill. Measurement period adjustments
are adjustments that arise from additional information
obtained during the “measurement period” (which
cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the
acquisition date.
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES

82

(Continued)

(d) Business combinations and goodwill

(Continued)

(i

Business combinations (Continued)

The subsequent accounting for changes in the fair
value of the contingent consideration that do not
qualify as measurement period adjustments
depends on how the contingent consideration is
classified. Contingent consideration that is classified
as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted
for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured at
subsequent reporting dates in accordance with
HKAS 39, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate,
with the corresponding gain or loss being recognised
in profit or loss.

When a business combination is achieved in stages,
the Group’s previously held equity interest in the
acquiree is remeasured to fair value at the acquisition
date (i.e. the date when the Group obtains control)
and the resulting gain or loss, if any, is recognised in
profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have
previously been recognised in other comprehensive
income are reclassified to profit or loss where such
treatment would be appropriate if that interest were
disposed of.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Business combinations and goodwill
(Continued)

(i

(i)

Business combinations (Continued)

If the initial accounting for a business combination
is incomplete by the end of the reporting period in
which the combination occurs, the Group reports
provisional amounts for the items for which the
accounting is incomplete. Those provisional
amounts are adjusted during the measurement
period (see above), and additional assets or liabilities
are recognised, to reflect new information obtained
about facts and circumstances that existed at the
acquisition date that, if known, would have affected
the amounts recognised at that date.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of
acquisition of the business (see the accounting policy
above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating
units (or groups of cash-generating units) that is
expected to benefit from the synergies of the
combination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

84

(d) Business combinations and goodwill
(Continued)

(ii)

Goodwill (Continued)

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit may
be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss. An impairment
loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

(e) Other investments in debt and equity
securities

The Group’s and the Company’s policies for investments
in debt and equity securities, other than investments in
subsidiaries, associates and joint ventures, are as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e) Other investments in debt and equity

securities (Continued)

Investments in debt and equity securities are initially stated
at fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs
from the transaction price and that fair value is evidenced
by a quoted price in an active market for an identical asset
or liability or based on a valuation technique that uses
only data from observable markets. Cost includes
attributable transaction costs, except where indicated
otherwise below. These investments are subsequently
accounted for as follows, depending on their classification:

Investments in securities held for trading are classified as
current assets. Any attributable transaction costs are
recognised in profit or loss as incurred. At the end of each
reporting period the fair value is remeasured, with any
resultant gain or loss being recognised in profit or loss.
The net gain or loss recognised in profit or loss does not
include any dividends or interest earned on these
investments as these are recognised in accordance with
the policies set out in note 2(t).

Dated debt securities that the Group and/or the Company
have the positive ability and intention to hold to maturity
are classified as held-to-maturity securities. Held-to-
maturity securities are stated at amortised cost less
impairment losses (see note 2())).
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES

86

(Continued)

(e) Other investments in debt and equity

securities (Continued)

Investments in securities which do not fall into any of the
above categories are classified as available-for-sale
securities. At the end of each reporting period the fair
value is remeasured, with any resultant gain or loss being
recognised in other comprehensive income and
accumulated separately in equity in the fair value reserve.
As an exception to this, investments in equity securities
that do not have a quoted price in an active market for an
identical instrument and whose fair value cannot otherwise
be reliably measured are recognised in the statement of
financial position at cost less impairment losses (see note
2(j)). Dividend income from equity securities and interest
income from debt securities calculated using the effective
interest method are recognised in profit or loss in
accordance with the policies set out in note 2(t). Foreign
exchange gains and losses resulting from changes in the
amortised cost of debt securities are also recognised in
profit or loss.

When the investments are derecognised or impaired (see
note 2(j)), the cumulative gain or loss recognised in equity
is reclassified to profit or loss. Investments are recognised/
derecognised on the date the Group commits to
purchase/sell the investments or they expire.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

®

(g)

Derivative financial instruments

Derivative financial instruments are recognised initially at
fair value. At the end of each reporting period the fair value
is remeasured. The gain or loss on remeasurement to fair
value is recognised immediately in profit or loss, except
where the derivatives qualify for cash flow hedge
accounting or hedge the net investment in a foreign
operation, in which case recognition of any resultant gain
or loss depends on the nature of the item being hedged.

Property, plant and equipment

Property, plant and equipment (other than construction
in progress) are stated at cost less accumulated
depreciation and impairment losses (see note 2())).

The cost of self-constructed items of property, plant and
equipment includes the cost of materials, direct labour,
the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the site
on which they are located, and an appropriate proportion
of production overheads and borrowing costs (see note
2(v)).

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item and are recognised in
profit or loss on the date of retirement or disposal. Any
related revaluation surplus is transferred from the
revaluation reserve to retained profits/accumulated losses
and is not reclassified to profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES

88

(Continued)

(g) Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated
residual value, if any, using the straight line method over
their estimated useful lives as follows:

— Buildings held for own use  Over the shorter of
unexpired term
of the leases or

30 years
— Leasehold improvements 2-5 years
— Pipelines 5-20 years
— Plant and machinery 3-10 years
— Computer equipment 3-5 years
— Furniture and equipment 3-10 years
— Transportation and 4-10 years

motor vehicles

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part
is depreciated separately. Both the useful life of an asset
and its residual value, if any, are reviewed annually.

Construction in progress represents property, plant and
equipment under construction and pending installation
and is stated at cost less accumulated impairment losses,
if any. Cost includes the costs of construction of the
buildings, the costs of plant and machinery and interest
charges arising from borrowings used to finance these
assets during the period of construction or installation
and testing. No provision for depreciation is made on
construction in progress until such time the relevant assets
are completed and are available for their intended use.
When the assets concerned are brought into use, the
costs are transferred to other property, plant and
equipment and depreciated in accordance with the policy
as stated above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2014 # % —

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g)

(h)

Property, plant and equipment (Continued)

Expenditure on the construction, installation or completion
of infrastructure facilities such as platforms, pipelines and
the drilling of commercially proven development wells but
do not include geological and geophysical costs which
are expensed directly to profit or loss as they are incurred,
is capitalised as coalbed methane development costs
within construction in progress. Coalbed methane
development costs are stated at cost less any identified
impairment loss. Coalbed methane development costs
are classified to the appropriate category of property, plant
and equipment when completed and ready for intended
use. Depreciation on these assets, on the same basis as
other property assets, commences when the assets are
ready for their intended use.

Tangible assets acquired for use in well drilling works of
ground drainage activities are classified as property, plant
and equipment.

Intangible assets (other than goodwilD)

Intangible assets acquired in a business combination and
recognised separately from goodwill are initially recognised
at their fair value at the acquisition date (which is regarded
as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination are reported at cost
less accumulated amortisation and accumulated
impairment losses, on the same basis as intangible assets
that are acquired separately.

Other intangible assets that are acquired by the Group
are stated at cost less accumulated amortisation (where
the estimated useful life is finite) and impairment losses
(see note 2())).
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

90

(h) Intangible assets (other than goodwilD)

0]

(Continued)

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the
assets’ estimated useful lives. Intangible assets with finite
useful lives are amortised from the date they are available
for use over their estimated useful lives.

Both the period and method of amortisation are reviewed
annually.

Intangible assets are not amortised while their useful lives
are assessed to be indefinite. Any conclusion that the
useful life of an intangible asset is indefinite is reviewed
annually to determine whether events and circumstances
continue to support the indefinite useful life assessment
for that asset. If they do not, the change in the useful life
assessment from indefinite to finite is accounted for
prospectively from the date of change and in accordance
with the policy for amortisation of intangible assets with
finite lives as set out above.

Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for a
payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014

2. EESHEE@®)

(h)

0]

BREE BERMD @

Al ERFHAERZ BT EE#H
NEREREE 2Tl R F
HIE BN - A EAFHER
ZEBIEET MRE 2 A HER
ERERKRE 2GR ERFH
T LABES -

B R L AR FRE o

i S 72 B EE T IE A PR H
A BN EEE - B EER
BRMEAZEMNEREFHE
fEles - MEEEEEMRIER
ERBBE R AREETERY
ERZFHE - mEREE - Alg
BEEHHERERFHIEER
BRERZFEEMEEEE
2 WARE EXFTat AR A E A
FHZEREEZBEREA
B o

HEEE

fief AR = BUR TE %2 BE1E 0 7 HARR A
HE-EREEERZHEEL
R - A — e — &
BN - AL (BE—BX
S —EHRF) BN L BEE
- ARREREBEHTAE
AHE (MR LR B VEERER
) i e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 # %2 — &

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Leased assets (Continued)

(i

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership
to the Group are classified as operating leases,
except that land held for own use under an operating
lease, the fair value of which cannot be measured
separately from the fair value of a building situated
thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless the
building is also clearly held under an operating lease.
For these purposes, the inception of the lease is the
time that the lease was first entered into by the
Group, or taken over from the previous lessee.

SHFER=A=1F—HIEFE

2. EESHEE@®)

() HMEEE ®)

(M)

HEFAREEZ2EED
MAKREREBEHESEE
B MEREERS N 2B
RER D B & (@ g % =
AREHE - T RIEREM
EREZEE - WEKHER
W Kz @A B B K Ol
BEBREAREE 2 HERT
ER=HE - @M%Eﬁ%
FrEB RO TBRIN - HiE
EEHERRR KRR FE
BHEERE ERRZE %m@
FEEIRAE  BIZRE
HERFETAALRK : B5%
A S HE R A HEEY)
BRoh o Bt S - EMF
RIS R AR B E RG] L
HER - 38 ATAHEARR
BEYE -

—2-mEEHE FEARIEEARAT 91
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

92

)

Leased assets (Continued)

(ii)

(iii)

Assets acquired under finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair
value of the leased asset, or, if lower, the present
value of the minimum lease payments, of such assets
are included in property, plant and equipment and
the corresponding liabilities, net of finance charges,
are recorded as obligations under finance leases.
Depreciation is provided at rates which write off the
cost or valuation of the assets over the term of the
relevant lease or, where it is likely the group will obtain
ownership of the asset, the life of the asset, as set
out in note 2(g). Impairment losses are accounted
for in accordance with the accounting policy as set
out in note 2(j). Finance charges implicit in the lease
payments are charged to profit or loss over the
period of the leases so as to produce an
approximately constant periodic rate of charge on
the remaining balance of the obligations for each
accounting period. Contingent rentals are charged
to profit or loss in the accounting period in which
they are incurred.

Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases
are charged to profit or loss in equal instalments
over the accounting periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent
rentals are charged to profit or loss in the accounting
period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Leased assets (Continued)

(iii)

Operating lease charges (Continued)

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the
period of the lease term except where the property
is classified as an investment property or is held for
development for sale.

(j) Impairment of assets

(i

Impairment of investments in debt and equity
securities and other receivables

Investments in debt and equity securities and other
current and non-current receivables that are stated
at cost or amortised cost or are classified as
available-for-sale securities are reviewed at the end
of each reporting period to determine whether there
is objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about one
or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

— a significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 5 Y 25 0 e B

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

94

o)

Impairment of assets (Continued)

(i) Impairment of investments in debt and equity
securities and other receivables (Continued)
If any such evidence exists, any impairment loss is
determined and recognised as follows:

— For investments in associates and joint
ventures accounted for under the equity
method in the consolidated financial
statements, the impairment loss is measured
by comparing the recoverable amount of the
investment with its carrying amount in
accordance with note 2(j)(ii). The impairment
loss is reversed if there has been a favourable
change in the estimates used to determine the
recoverable amount in accordance with note

2())(ii).

—  For unquoted equity securities carried at cost,
the impairment loss is measured as the
difference between the carrying amount of the
financial asset and the estimated future cash
flows, discounted at the current market rate of
return for a similar financial asset where the
effect of discounting is material. Impairment
losses for equity securities carried at cost are
not reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(j) Impairment of assets (Continued)

(i

Impairment of investments in debt and equity
securities and other receivables (Continued)

For trade and other current receivables and
other financial assets carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying amount
and the present value of the estimated future
cash flows, discounted at the financial asset’s
original effective interest rate (i.e. the effective
interest rate computed at initial recognition of
these assets), where the effect of discounting
is material. This assessment is made
collectively where these financial assets share
similar risk characteristics, such as similar past
due status, and have not been individually
assessed as impaired. Future cash flows for
financial assets which are assessed for
impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had
no impairment loss been recognised in prior
years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 5 Y 25 0 e B

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

96

o)

Impairment of assets (Continued)

(i

Impairment of investments in debt and equity
securities and other receivables (Continued)

For available-for-sale securities, the cumulative
loss that has been recognised in the fair value
reserve is reclassified to profit or loss. The
amount of the cumulative loss that is
recognised in profit or loss is the difference
between the acquisition cost (net of any
principal repayment and amortisation) and
current fair value, less any impairment loss on
that asset previously recognised in profit or
loss.

Impairment losses recognised in profit or loss
in respect of available-for-sale equity securities
are not reversed through profit or loss. Any
subsequent increase in the fair value of such
assets is recognised in other comprehensive
income.

Impairment losses in respect of available-for-
sale debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring after
the impairment loss was recognised. Reversals
of impairment losses in such circumstances are
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(j) Impairment of assets (Continued)

(i

(ii)

Impairment of investments in debt and equity
securities and other receivables (Continued)
Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors and
bills receivable included within trade and other
receivables, whose recovery is considered doubtful
but not remote. In this case, the impairment losses
for doubtful debts are recorded using an allowance
account. When the Group is satisfied that recovery
is remote, the amount considered irrecoverable is
written off against trade debtors and bills receivable
directly and any amounts held in the allowance
account relating to that debt are reversed.
Subsequent recoveries of amounts previously
charged to the allowance account are reversed
against the allowance account. Other changes in
the allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

— goodwill;

—  property, plant and equipment;

— prepaid lease payments for land under
operating leases;

— intangible assets;

— deposits and prepayments; and

— investments in subsidiaries in the Company’s
statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

98

o)

Impairment of assets (Continued)

(i) Impairment of other assets (Continued)
If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not yet available for use
and intangible assets that have indefinite useful lives,
the recoverable amount is estimated annually
whether or not there is any indication of impairment.

—  Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value in use. In assessing value in use,
the estimated future cash flows are discounted
to their present value using a pre-tax discount
rate that reflects current market assessments
of the time value of money and the risks specific
to the asset. Where an asset does not generate
cash inflows largely independent of those from
other assets, the recoverable amount is
determined for the smallest group of assets
that generates cash inflows independently (i.e.
a cash-generating unit).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
)

(ii)

Impairment of assets (Continued)

Impairment of other assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-
generating units are allocated first to reduce
the carrying amount of any goodwill allocated
to the cash-generating unit (or group of units)
and then, to reduce the carrying amount of the
other assets in the unit (or group of units) on a
pro rata basis, except that the carrying value
of an asset will not be reduced below its
individual fair value less costs of disposal (if
measurable) or value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or loss
in the year in which the reversals are
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

100

o)

(k)

Impairment of assets (Continued)

(iii)

Interim financial reporting and impairment

Under the GEM Listing Rules, the Group is required
to prepare an interim financial report in compliance
with HKAS 34, Interim Financial Reporting, in respect
of the first six months of the financial year. At the
end of the interim period, the Group applies the same
impairment testing, recognition, and reversal criteria
as it would at the end of the financial year (see notes

2()() and (ii)).

Impairment losses recognised in an interim period
in respect of goodwill, available-for-sale equity
securities and unquoted equity securities carried at
cost are not reversed in a subsequent period. This
is the case even if no loss, or a smaller loss, would
have been recognised had the impairment been
assessed only at the end of the financial year to
which the interim period relates. Consequently, if the
fair value of an available-for-sale equity security
increases in the remainder of the annual period, or
in any other period subsequently, the increase is
recognised in other comprehensive income and not
profit or loss.

Inventories

Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost

formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the

inventories to their present location and condition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Inventories (Continued)

m

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in
the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories is recognised
as a reduction in the amount of inventories recognised as
an expense in the period in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment
of doubtful debts (see note 2(j)), except where the
receivables are interest-free loans made to related parties
without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for
impairment of doubtful debts.
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2. SIGNIFICANT ACCOUNTING POLICIES

102

(Continued)

(m) Convertible bonds

Convertible bonds issued by the Company are classified
separately as financial liabilities and equity in accordance
with the substance of the contractual arrangements and
the definitions of a financial liability and an equity
instrument. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is an equity instrument. An equity instrument
is any contract that evidences a residual interest in the
assets of any entity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised
at the proceeds received, net of direct issue costs.

At the date of issue, the fair value of the liability component
is estimated using the prevailing market interest rate for
similar non-convertible instruments. This amount is
recorded as a liability on an amortised cost basis using
the effective interest method until extinguished upon
conversion or at the instrument’s maturity date.

The conversion option classified as equity is determined
by deducting the amount of the liability component from
the fair value of the compound instrument as a whole.
This is recognised and included in equity, net of income
tax effects, and is not subsequently remeasured. In
addition, the conversion option classified as equity will
remain in equity until the conversion option is exercised,
in which case, the balance recognised in equity will be
transferred to share premium. Where the conversion
option remains unexercised at the maturity date of the
convertible bonds, the balance recognised in equity will
be transferred to retained profits/accumulated losses. No
gain or loss is recognised in profit or loss upon conversion
or expiration of the conversion option.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Convertible bonds (Continued)

(n)

(o)

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
recognised directly in equity in the convertible bonds
reserve. Transaction costs relating to the liability
component are included in the carrying amount of the
liability component and are amortised over the lives of
the convertible bonds using the effective interest method.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated
at amortised cost with any difference between the amount
initially recognised and redemption value being recognised
in profit or loss over the period of the borrowings, together
with any interest and fees payable, using the effective
interest method.

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured
in accordance with note 2(x), trade and other payables
are subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which case
they are stated at cost.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

104

(p)

(G))

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated statement
of cash flows.

Employee benefits

(i) Short term employee benefits and
contributions to defined contribution
retirement plans
Salaries, annual bonuses, paid annual leave and
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued
in the year in which the associated services are
rendered by employees. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their present
values.

Contributions to Mandatory Provident Funds
required under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and mandatory central
pension schemes organised by the local government
of the PRC government are recognised as an
expense in the consolidated statement of profit or
loss as incurred.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q) Employee benefits (Continued)

(ii)

Share-based payments

Share options granted by the Company to
employees of the Group in an equity-settled
share-based payment arrangement

The fair value of share options granted to employees
is recognised as an employee cost with a
corresponding increase in a share option reserve
within equity. The fair value is measured at grant date
using the Binomial option pricing model, taking into
account the terms and conditions upon which the
options were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the share options, the total
estimated fair value of the share options is spread
over the vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value
recognised in prior years is charged/credited to the
profit or loss for the year of the review, unless the
original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the
share option reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the
actual number of options that vest (with a
corresponding adjustment to the share option
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market
price of the Company’s shares. The equity amount
is recognised in the share option reserve until either
the option is exercised (when it is transferred to the
share premium account) or the option expires (when
it is released directly to the retained profits/
accumulated losses).
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

106

(q) Employee benefits (Continued)

(r

(ii) Share-based payments (Continued)
Share options granted to consultant in an equity-
settled share-based payment transactions

Share options issued in exchange for goods or
services are measured at fair values of the goods or
services rendered, unless that fair value cannot be
reliably measured, in which case the goods or
services received are measured by reference to the
fair value of the share options granted. The fair values
of goods or services received are recognised as
expenses immediately, unless the goods or services
qualify for recognition as assets. Corresponding
adjustment has been made to equity (share option
reserve).

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous
years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

Income tax (Continued)

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it
is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition of
deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the
same taxable entity, and are expected to reverse either in
the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss
arising from the deferred tax asset can be carried back or
forward. The same criteria are adopted when determining
whether existing taxable temporary differences support
the recognition of deferred tax assets arising from unused
tax losses and credits, that is, those differences are taken
into account if they relate to the same taxation authority
and the same taxable entity, and are expected to reverse
in a period, or periods, in which the tax loss or credit can
be utilised.
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

108

(r)

Income tax (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part
of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences
will not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are
not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits
will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the
related dividends is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the Group
has the legally enforceable right to set off current tax
assets against current tax liabilities and the following
additional conditions are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle
the current tax liabilities on a net basis or realise
and settle simultaneously.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

110

(s) Provisions and contingent liabilities

®

Provisions are recognised for other liabilities of uncertain
timing or amount when the Group or the Company has a
legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow
of economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue
is recognised in profit or loss as follows:

(i) Sales of liquefied coalbed gas and piped
natural gas
Revenue from sales of liquefied coalbed gas and
piped natural gas are recognised when the gas is
delivered and title has passed. Revenue excludes
value-added and business taxes and trade discounts.

(ii) Income from provision of gas supply
connection services
Revenue from provision of gas supply connection
services is recognised when the relevant
construction work is completed and connection
services are rendered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t) Revenue recognition (Continued)

(iii)

(iv)

(v)

Income from provision of liquefied coalbed gas
logistics services

Revenue from provision of logistics services is
recognised when services are rendered.

Interest income
Interest income is recognised as it accrues using
the effective interest method.

Government grants

Government grants are recognised in the
consolidated statement of financial position initially
when there is reasonable assurance that they will
be received and that the Group will comply with the
conditions attaching to them. Grants that
compensate the Group for expenses incurred are
recognised as revenue in profit or loss on a
systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted from
the carrying amount of the asset and consequently
are effectively recognised in profit or loss over the
useful life of the asset by way of reduced
depreciation expense.

A government grant that becomes receivables as
compensation for expenses or losses already
incurred or for the purpose of giving immediate
financial support to the entity with no future related
costs shall be recognised in profit or loss of the
period in which it becomes receivable.

(u) Translation of foreign currencies

ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Renminbi (“RMB”).
The functional currency of the Company is Hong Kong
dollars (“HK$”) and the presentation currency is RMB. The
reason for using RMB as a presentation currency is that
the functional currency of the principal entities within the
Group is RMB.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

112

(u) Translation of foreign currencies (Continued)

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit
or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated
in foreign currencies that are stated at fair value are
translated using the foreign exchange rates ruling at the
dates the fair value was measured.

The results of foreign operations are translated into RMB
at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Statement of
financial position items, including goodwill arising on
consolidation of foreign operations acquired on or after 1
January 2005, are translated into RMB at the closing
foreign exchange rates at the end of the reporting period.
The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in
equity in the translation reserve. Goodwill arising on
consolidation of a foreign operation acquired before 1
January 2005 is translated at the foreign exchange rate
that applied at the date of acquisition of the foreign
operation.

On disposal of a foreign operation, the cumulative amount
of the exchange differences relating to that foreign
operation is reclassified from equity to profit or loss when
the profit or loss on disposal is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2014 # %2 — &

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

W)

(w)

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed
in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or complete.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
Group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group’s lines of business and
geographical locations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(w) Segment reporting (Continued)

)

114

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a
majority of these criteria.

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss the holder incurs because a specified
debtor fails to make payments when due in accordance
with the terms of a debt instrument.

Financial guarantee contracts issued by the Group are
initially measured at their fair values and, if not designated
as at fair value through profit or loss, are subsequently
measured at the higher of:

— the amount of the obligation under the contract, as
determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

— the amount initially recognised less, where
appropriate, cumulative amortisation recognised in
accordance with the revenue recognition policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(y) Related parties

(a)

A person, or a close member of that person’s family,
is related to the Group if that person:

() has control or joint control over the Group;

(i) has significant influence over the Group; or

(i)  is a member of the key management personnel
of the Group or the Group’s parent.

An entity is related to the Group if any of the following
conditions applies:

() The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

(i) One entity is an associate or joint venture of
the other entity (or an associate or joint venture
of a member of a group of which the other
entity is a member).

(i) Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(y) Related parties (Continued)

(b)  An entity is related to the Group if any of the following
conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan
for the benefit of employees of either the Group

or an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by
a person identified in (a).

(viij A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of

a parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings with

the entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments to HKFRSs
and one new Interpretation that are first effective for the current
accounting period of the Group and the Company:

Amendments to HKFRS 10,  Investment Entities
HKFRS 12 and HKAS 27

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

Recoverable Amount
Disclosures for Non-Financial
Assets

Novation of Derivatives and
Continuation of Hedge
Accounting

HK(IFRIC) 21 Levies

Amendments to HKAS 36

Amendments to HKAS 39

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.
Impacts of the adoption of the new or amended HKFRSs are
discussed below:

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27, Investment Entities

The amendments provide consolidation relief to those parents
which qualify to be an investment entity as defined in the
amended HKFRS 10. Investment entities are required to
measure their subsidiaries at fair value through profit or loss.
These amendments do not have an impact on these financial
statements as the Group does not qualify to be an investment
entity.
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

CHANGES IN ACCOUNTING POLICIES
(Continued)

Amendments to HKAS 32, Offsetting Financial
Assets and Financial Liabilities

The amendments to HKAS 32 clarify the offsetting criteria in
HKAS 32. The amendments do not have an impact on these
consolidated financial statements as they are consistent with
the policies already adopted by the Group.

Amendments to HKAS 36, Recoverable Amount
Disclosures for Non-Financial Assets

The amendments to HKAS 36 modify the disclosure
requirements for impaired non-financial assets. Among them,
the amendments expand the disclosures required for an
impaired asset or CGU whose recoverable amount is based
on fair value less costs of disposal.

Amendments to HKAS 39, Novation of
Derivatives and Continuation of Hedge
Accounting

The amendments to HKAS 39 provide relief from discontinuing
hedge accounting when novation of a derivative designated as
a hedging instrument meets certain criteria. The amendments
do not have an impact on these consolidated financial
statements as the Group has not novated any of its derivatives.

HKAFRIC) 21, Levies

The Interpretation provides guidance on when a liability to pay
a levy imposed by a government should be recognised. The
amendments do not have an impact on these consolidated
financial statements as the guidance is consistent with the
Group’s existing accounting policies.

The directors consider that other than the additional disclosures,
the adoption of the amendments to HKFRSs has no material
effect on the Group’s consolidated financial statements.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

CHANGES IN ACCOUNTING POLICIES 3. BFtEERNES »®

(Continued)

BEMNFGRAMBHRRELEH &
BEMASERMZEARBE_F
—OFE+ - A=t—BLEFERKRE
BZAERT AR - ML FHE M
TR W AR ERAZ FIER] AR SR

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a few amendments and
new standards which are not yet effective for the year ended
31 December 2014 and which have not been adopted in these
consolidated financial statements.

Amendments to HKAS 19 Defined Benefits Plans: BB R REENEFE -
Employee Contributions’ F19RZIEFT AR 1E 8 #310
Annual Improvements to —E-FFF
HKFRSs 2010 — 2012 —EF——4F
Cycle’ R &
B & ER
F [Z D
Annual Improvements to —E——FF
HKFRSs 2011 — 2013 —E—=F
Cycle’ PRz &
& ER
F [F O
Amendments to HKFRS 11 Accounting for Acquisitions of EEMGMEER WESETREE
Interests in Joint Operations? FURIERTR B DiErE
Amendments to HKAS 16 Clarification of Acceptable BB G 2R BT E R
and HKAS 38 Methods of Depreciation F16H R BB AR T2
and Amortisation? 2EHHERIE 385
ZAEET AR
HKFRS 15 Revenue from Contracts EBMBMERER XEEFEAZ
with Customers® F155% W73
HKFRS 9 Financial Instruments* BEMEmERER SFT A
F o5

! Effective for accounting periods beginning on or after 1 July 2014.

! R-ZE-—MFLtA—HARZRABZE

FTEARIAR -

2 Effective for accounting periods beginning on or after 1 January 2 RZTE—R"F-A—AkzERtzg
2016. FTEARE AR o

8 Effective for accounting periods beginning on or after 1 January 8 RZTE—tF—A— A&t zE
2017. ETEAREI AR o

4 Effective for accounting periods beginning on or after 1 January 4 RZZE-N\F-—A—AzE&RBzE
2018. ETEAREI AR o
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—HEF—A=+—HIFE

CHANGES IN ACCOUNTING POLICIES
(Continued)

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

In addition, the requirements of Part 9, “Accounts and Audit”,
of the new Hong Kong Companies Ordinance (Cap. 622) come
into operation from the Company’s first financial year
commencing after 3 March 2014 (i.e. the Company'’s financial
year which began on 1 January 2015) in accordance with
section 358 of that Ordinance. The Group is in the process of
making an assessment of the expected impact of the changes
in the Companies Ordinance on the consolidated financial
statements in the period of initial application of Part 9. So far it
has concluded that the impact is unlikely to be significant and
will primarily only affect the presentation and disclosure of
information in the consolidated financial statements.

ACCOUNTING JUDGEMENTS AND
ESTIMATES

Judgements and estimates are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 # %2 — &

4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

(a) Sources of estimation uncertainty

Key sources of estimation uncertainty are as follows:

(i

Estimation of impairment of goodwill
Determining whether goodwill is impaired requires
an estimation of the value in use of the cash-
generating units (“CGU(s)”) to which goodwill has
been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected
to arise from the CGU and a suitable discount rate
in order to calculate the present value. Where the
actual future cash flows are less than expected, a
material impairment loss may arise.

During the year ended 31 December 2014, an
impairment loss of approximately RMB104,298,000
(2013: RMB163,000,000) was recognised in the
consolidated statement of profit or loss resulting in the
carrying amount of the coalbed methane exploration
and development, natural gas liquefaction and liquefied
natural gas (“LNG”) distribution CGU being written
down to its recoverable amount. As at 31 December
2014, the carrying amount of the Group’s goodwill was
fully impaired (2013: RMB104,298,000). Details of the
recoverable amount calculation are disclosed in note
16.
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4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (continueq)

122

(@) Sources of estimation uncertainty (Continued)

(ii)

Estimation of impairment of intangible assets
The Group performs annual tests on whether there
has been impairment of intangible assets in
accordance with the accounting policy stated in note
2(j). The recoverable amounts of CGUs are
determined based on value in use calculations.
These calculations require the use of estimates and
assumptions made by management on the future
operation of the business, pre-tax discount rates,
and other assumptions underlying the value in use
calculations. As at 31 December 2014, the carrying
amount of the Group’s intangible assets was
approximately RMB141,661,000 (2013:
RMB309,988,000).

An impairment loss on intangible assets of
approximately RMB138,702,000 (2013:
RMB25,000,000) was recognised in the
consolidated statement of profit or loss for the year
ended 31 December 2014 resulting in the carrying
amounts of the coalbed methane exploration and
development, natural gas liquefaction and LNG
distribution CGU and the piped natural gas CGU
located in Guangxi being written down to its
respective recoverable amount.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

(@) Sources of estimation uncertainty (Continued)

(iii)

(iv)

Useful lives and residual values of property,
plant and equipment

Management determines the estimated useful lives
and residual values for the Group’s property, plant
and equipment in accordance with the accounting
policy stated in note 2(g). The Group will revise the
depreciation charge where useful lives and residual
values are different from previous estimates, or will
write off or write down technically obsolete or non-
strategic assets that have been abandoned or sold.
As at 31 December 2014, the carrying amount of
the Group’s property, plant and equipment was
approximately RMB872,877,000 (2013:
RMB782,941,000).

Amortisation of intangible assets

Intangible assets are amortised on a straight-line
basis over their estimated useful lives in accordance
with the accounting policy stated in note 2(h). The
determination of the useful lives involves
management’s estimation. The Group re-assesses
the useful life of the intangible assets and, if the
expectation differs from the original estimate, such
a difference may impact the amortisation in the year
and the estimate will be changed in the future period.

4. ST HE R @)
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4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

124

(@) Sources of estimation uncertainty (Continued)

(v)

(vi)

Estimation of impairment of trade and other
receivables

The policy for recognising impairment on receivables
of the Group is based on an evaluation of the
collectibility and ageing analysis of accounts and on
management’s judgement. A considerable amount
of judgement is required in assessing the ultimate
realisation of these receivables, including the current
creditworthiness and the past collection history of
each debtor. If the financial conditions of the Group’s
debtors were to deteriorate, resulting in an
impairment of their ability to make payments,
additional impairment may be required.

Impairment of property, plant and equipment

In considering the impairment losses that may be
required for the Group’s property, plant and
equipment and construction in progress, the
recoverable amount of the asset needs to be
determined. The recoverable amount is the greater
of the net selling price and the value in use. In
determining the value in use, expected cash flows
generated by the asset are discounted to their
present values, which require significant judgement
relating to items such as the level of sales volume,
selling price and amount of operating costs. The
Group uses all readily available information in
determining an amount that is a reasonable
approximation of the recoverable amount, including
estimates based on reasonable and supportable
assumptions and projections of items such as sales
volume, selling prices and amount of operating
costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

(@) Sources of estimation uncertainty (Continued)

(vii)

(viii)

(ix)

Net realisable value of inventories

Inventories are stated at the lower of cost and net
realisable value. Net realisable value is determined
on the basis of the estimated selling price less the
estimated cost of completion and the estimated
costs necessary to make the sale. Management
estimates the net realisable value for inventories
based primarily on the latest invoice prices and
current market conditions. As at 31 December 2014,
the carrying amount of the Group’s inventories
was approximately RMB9,833,000 (2013:
RMB7,875,000).

Valuation of share options granted

The fair value of share options granted to employees
were calculated using the Binomial option pricing
model involving estimates including estimated life
of share options granted, future dividends and
volatility of share price.

Income taxes

Determining income tax provisions involves
judgement on the future tax treatment of certain
transactions. The Group carefully evaluates tax
implications of transactions and tax provisions are
set-up accordingly. The tax treatment of such
transactions is reconsidered periodically to take into
account changes in tax legislations. Deferred tax
assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will
be available against which the losses can be utilised.
Significant management judgement is required to
determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and
level of future taxable profits together with future tax
planning strategies.
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For the year ended 31 December 2014 # %2 — &
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4. ACCOUNTING JUDGEMENTS AND
ESTIMATES (continueq)

126

(b) Critical accounting judgements in applying
the Group’s accounting policies

In the process of applying the Group’s accounting policies,
management has made the following critical accounting
judgements:

(i

Renewal of gas business operating permits

The Group holds certain gas business operating
permits with licence period of 1 to 5 years at date of
issue which will be expired in year 2016 to 2018
and the renewal of which is subject to the approval
by the relevant PRC authorities. In the opinion of
the directors, taking into account legal opinion from
the Company’s PRC legal counsel, there are no legal
impediments for the Group to renew its gas business
operating permits upon expiry.

If the Group were unable to renew these permits
upon expiry, the carrying amounts of the Group’s
intangible assets of approximately RMB141,661,000
(2013: goodwill and intangible assets of
approximately RMB104,298,000 and
RMB309,988,000 respectively) might be significantly
reduced, and the Group might increase amortisation
charges of those assets where their useful lives are
less than previously estimated, or it might write off
or write down the carrying amounts of those assets.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

TURNOVER

Turnover represents the sales value of goods supplied and
services provided to customers, net of value-added taxes and
business taxes and trade discounts. The amount of each
significant category of revenue recognised in turnover during

5. EXZE

EERBRATPRHE M LIRS 2 H
EE ETBEEEN - EXBERE
EH - FARNEXEHERZISEE
R RRIEEOT

the year is as follows:

2014 2013
—E—mF —ET—=%F
RMB’000 RMB’000
AR®TR ARBET T
Sales of liquefied coalbed gas RILEERHE 218,908 132,560
Provision of liquefied coalbed RIERICEE R AR
gas logistics services 54 6,830
Sales of piped natural gas BEBRARIEE
(including provision of gas (BEREHARER
supply connection services) BR7) 82,157 47,794
301,119 187,184
OTHER REVENUE AND NET INCOME 6. HMWERWAFE
2014 2013
—E—mE —E—=F
RMB’000 RMB’000
AR®TR AREF T
Interest income from RITERZFEHA
bank deposits 56 47
Gain on disposal of property, HEME WSS REEL
plant and equipment & - 2,148
Reversal of impairment loss on & U B 58 & E b JE Y 5108
trade and other receivables Z R E BB E 209 1,050
Other income H A YA 238 1,441
503 4,686
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128

LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

7.

BRB A& 1B

BRIAEIES MR A TSR

2014 2013
—E—mF —T—=
RMB’000 RMB’000
AR®TR ARETFT
(a) Staff costs (including (a) EIRAK
directors’ and chief (BIEMFEIHRH
executive’s emoluments EERITHAR
in note 9) )
Salaries, wages and e IBR
other benefits H b 12 ¥ 23,091 23,543
Retirement benefit schemes RRAE A ET B
contributions 3,221 3,231
Equity-settled share-based VAR 45 B LARR 19
payment expenses BERZAFAX - 394
Total staff costs * 8 T A 26,312 27,168
I —
* Amount excluded expenses capitalised in construction in * SHETEEEEIRENMAINAR

progress of approximately RMB217,000 (2013:

RMB473,000).
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7. LOSS BEFORE TAXATION (Continued) 7.

For the year ended 31 December 2014 # %2 — &

Loss before taxation is arrived at after charging: (Continued)

Aok Y 205 e B

SHFER=A=1F—HIEFE

BREAIEER (@

BRIATEHECSHBRATRIR : ()

2014 2013
—E—mE —T—=F
RMB’000 RMB’000
AR®TRT ARETT
(b) Other items (b) EHAMER
Cost of inventories FEZKAR
(note 23(b)) (B 3E23(0)) 158,312 88,900
Auditors’ remuneration A% B % B
— audit services — %R 1,431 1,437
— non-audit services — R ERTE 230 163
Depreciation of property, M - ES RERE
plant and equipment e 55,482 38,341
Equity-settled share-based BRI T RAR 2 BE AR
payment expenses in BRZUREEE
respect of share options ARR D REE 2
granted to consultants BEEFS — 24
Amortisation of prepaid AR TIEN
lease payments for land 05 8 5
under operating leases 810 810
Amortisation of intangible mEEBE
assets (included in cost (FrASHE B A)
of sales) 29,625 30,243
Impairment of trade and JE LS AR SR % H Ath g UK
other receivables FIEZ RE
(included in other (FFAEAb &
operating expenses) ) 340 3,843
Net foreign exchange loss HNEE B5 18 358 534 291
Compensation fee on MR EES
preliminary exploration (FEAH M
(included in other %)
operating expenses) 30,000 —
Loss on disposal of HEME - SR
property, plant and BB EE
equipment (included in (FEAH e
other operating expenses) ) 864 —
Operating lease charges T REF
in respect of land KRR E A
and buildings 551 923
I —
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

LOSS BEFORE TAXATION (continued)

Loss before taxation is arrived at after charging: (Continued)

7. BREAIEIE (&)

BRIATEESHRATRIER : (8B)

2014 2013
—_E—mMF = =
RMB’000 RMB’000

AR®TT ARETT

(c) Finance costs (c) BERAK

Interest expenses on bank ARAFAZE

and other borrowings B CRITREAM

wholly repayable B2 ER

within five years* 10,143 15,010
Other finance cost H fib g & K AR 152 970
Finance charges on BEEOAEZ

obligations under finance BEEMH

leases 5,762 11,677
Total interest expense on I IR N FEET A

financial liabilities Baza@

not at fair value through BEZMERX

profit or loss Pt 16,057 27,657

I —

Interest expenses on other borrowings paid to non-controlling
shareholders of subsidiaries amounted to approximately
RMB2,721,000 during the year (2013: RMB4,170,000).
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

8. INCOME TAX IN THE CONSOLIDATED 8.
STATEMENT OF PROFIT OR LOSS

REBEBERRNZAEH

(@) HEBBmRAZBIALE

(@) Taxation in the consolidated statement of profit or loss

represents:
2014 2013
—E2—pmE —E-=%F
RMB’000 RMB’000
AR®TR ARBTT
Current tax — PRC Enterprise BIHifi1E — FEBI %
Income Tax (“EIT”) s ((LEFREH
Provision for the year RNEFEREE 747 424
Under-provision in respect BEFERETR
of prior years 540 27
1,287 451
Deferred tax EERLIE
Origination and reversal of EREHELER
temporary differences #[El (39,611) (13,543)
Income tax credit e e (38,324) (13,092)

RRARIRBERSHESRRDAER
SHEEMKRIAERRERA
A A ER e HARESES
EE

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Company Law of the Cayman Islands and, accordingly,
is exempted from payment of the Cayman Islands income
tax.

AREE » ARRICHHER S8
&zt RIEAREBREED
NERERREARBRER
B AREREBNBREMS
e

During the year, the Company has been deregistered in
the Cayman Islands and duly continued in Bermuda as
an exempted company under the laws of Bermuda and,
accordingly, is exempted from payment of the Bermuda
income tax.

—2-mEEHE PEARIEEARAT 131



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

8.

132

Aok 5 Y 25 0 e B

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
(Continued)

(@) Taxation in the consolidated statement of profit or loss

represents: (Continued)

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for the year ended 31
December 2014 (2013: 16.5%). No provision for Hong
Kong Profits Tax has been made as the Group has no
estimated assessable profits arising in or derived from
Hong Kong for the year ended 31 December 2014 (2013:

Nil).

Taxation for overseas subsidiaries is charged at the
appropriate current rates of taxation ruling in the relevant

countries.

Under the Law of the PRC on EIT (the “EIT Law”) and
Implementation Regulations of the EIT Law, the tax rate
of the PRC subsidiaries is 25% from 1 January 2008

onwards.
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R 216.5% (T — =4 :
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

8. INCOME TAX IN THE CONSOLIDATED 8. MEBRBERAZMEH ®
STATEMENT OF PROFIT OR LOSS

(Continued)
(b) Reconciliation between income tax credit and accounting (o) BRBEBRAMETE MBI E
loss at applicable tax rates: BB CHERNT ¢
2014 2013
—E—mF —T—=F
RMB’000 RMB’000
AR®TT AREFT
Loss before taxation PR AT E IR (380,640) (291,853)
Notional tax on loss before LABABB AR
taxation, calculated at the rates ~ BRIEAH RFE ~
applicable to the tax jurisdictions BREAIEIE 2 & T8
concerned (89,197) (72,064)
Tax effect of non-deductible PAIHRAS 2 RIEF 2
expenses 38,545 47,215
Tax effect of non-taxable BERBRAZRIBZE
income (1) (262)
Tax effect of tax losses AR IBE B 2
not allowed for tax deduction Biigs 2 14,367 11,547
Tax effect of tax losses RERBIEEEZ
not recognised MG 649 —
PRC withholding tax FEITEEL 2,651 641
Utilisation of tax losses previously EhF f Al R FERR 2 TRIAE 1B
not recognised (5,878) (196)
Under-provision in respect of BAFERETRE
prior years 540 27
Income tax credit Frisfiif & (38,324) (13,092)
I —
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

8.

134

INCOME TAX IN THE CONSOLIDATED

STATEMENT OF PROFIT OR LOSS
(Continued)

()

Pursuant to the EIT Law in the PRC, from 1 January 2008,
non-resident enterprises without an establishment or
place of business in the PRC or which have an
establishment or place of business in the PRC but whose
relevant income is not effectively connected with the
establishment or a place of business in the PRC, will be
subject to withholding tax at the rate of 10% (unless
reduced by tax treaty) on various types of passive income
such as dividends derived from sources within the PRC.

Pursuant to the Sino-Hong Kong Double Tax Arrangement
and the related regulations, a qualified Hong Kong tax
resident will be liable for a reduced withholding tax rate
of 5% on dividends from a PRC enterprise if the Hong
Kong tax resident is the “beneficial owner” and holds 25%
or more of the equity interest of the PRC enterprise. A
withholding tax rate of 5% is applicable to entities held
by a qualified Hong Kong incorporated subsidiary.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

DIRECTORS’ AND CHIEF EXECUTIVE’S 9. EERFETHAENE
EMOLUMENTS

The emoluments paid or payable to each of the seven (2013: B ENtR (ZE—=F: \&)
eight) directors and the chief executive were as follows: EENFETRABZMEHT :
Equity-
Retirement settled
Salaries benefit share-hased
and other Discretionary scheme payment 2014
Fees emoluments bonus contributions  Sub-total  expenses Total
HRELE
ek IR HRAAER -3-mE

e HEM  BERL  HEER Mt ZHREX it
RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR  ARBTR ARETR ARMTR ARBTR ARETZ ARETR

Executive directors UTES

Wang Zhong Sheng Bl - 1,036 - 17 1,053 - 1,053

Shi Liang i3 - 145 - 12 127 - 127

Fu Shou Gang e - 215 - - 275 - 215

Non-executive director FHTES

Kwok Shun Tim (Note () BE () - - - - - - -

Independent non-executive  BUFHTES

directors

Wang Zhi He T 86 - - - 86 - 86

Luo Wei Kun Ehz 40 - - - 40 - 40

Pang Yuk Fong 73 40 - - - 4 - 40
166 1,426 - 29 1,621 - 1,621
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

9.

136

DIRECTORS’ AND CHIEF EXECUTIVE'S 9.

EMOLUMENTS (continued)

Salaries

and other  Discretionary
Fees  emoluments bonus

gek

BE  RtEM  BERK
RVBIOO0  RMB'000  RMB'000
ARMTL  ARBTR  ARETR

ESRIETBRAEME
(&)
Equity-
Retirement Settled
benefit share-based
scheme payment 2013
contributions Sub-total expenses Total
KRELS
RINEH KRABEE -T-=%
BE:E Nt ZRERX it

RVB'O00  RMB'000  RMBIOO0  RMB'000
ARETR  ARBTRL  ARETR  ARETR

Executive directors YrEe

Wang Zhong Sheng B - 1,042 - 12 1,054 = 1,054

Kwok Shun Tim (Note (i) SBetE (W) - 160 - - 160 = 160

$hi Liang 1% - 116 - 17 133 - 133

Zhang Qing Lin (Note (i) R (B EE (i) - - - - - - -

Fu Shou Gang DEL! - 275 - - 275 - 275

Independent non-executive  BUFHTES

directors

Wang Zhi He T 87 - - - 87 - 87

Luo Wei Kun BEE 40 - - - 40 - 40

Pang Yuk Fong 7In 4 - - - 40 - 40
167 1,593 - 29 1,789 - 1,789

Notes: B 5T -

(i) Mr. Kwok Shun Tim was appointed as executive director of the
Company on 2 January 2013. During the year, Mr. Kwok Shun Tim
has been re-designated from an executive director to a non-
executive director of the Company with effect from 15 April 2014
and was subsequently resigned on 22 July 2014.

(if) Retired on 27 May 2013.

During the years ended 31 December 2014 and 2013, since
the appointment of the chief executive officer of the Company
remains outstanding, no emoluments were paid to the chief
executive officer of the Company.

Neither the chief executive officer nor any of the directors waived
any emoluments in the year ended 31 December 2014 and
2013. No inducement payments to join or upon joining the
Group or as compensation for loss of office were paid or payable
to any director or the chief executive officer for the years ended
31 December 2014 and 2013.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

10. INDIVIDUALS WITH HIGHEST

11.

EMOLUMENTS

Of the five individuals with the highest emoluments in the Group,
two (2013: three) are directors whose emoluments are disclosed
in note 9. The aggregate of the emoluments in respect of the

10. ZEH AL

AEELEESHFALH  WE(CE
—Z=F:ZR)REF  KEZMER
FIsEOiEE - Rt =R (ZFT—=4%:

other three (2013: two) individuals are as follows: MB) AT ZESREENT ¢
2014 2013
~—2—QmFE —E—=%F
RMB’000 RMB’000
AR®TR ARBTT
Salaries, wages and other benefits ¥4 + TE& & E 1@ F| 722 400
Retirement benefit schemes RRE A ET B K
contributions 37 9
Equity-settled share-based IR B LARGD RER 2
payment expenses NRFAX - —
759 409

The emoluments of the three (2013: two) individuals with the

“H(CE-=ZF  MB)BREFAL

highest emoluments are within the following bands: ZHENFUATEE :
2014 2013
—E—QmE —T—=%F
Number of Number of
individuals individuals
A" AE
HK$NIl to HK$1,000,000 Z 21,000,000/ 7T 3 2
LOSS ATTRIBUTABLE TO EQUITY 1. KRR EERREGEE

SHAREHOLDERS OF THE COMPANY

The consolidated loss attributable to equity shareholders of
the Company for the year ended 31 December 2014 includes
a loss of approximately RMB68,655,000 (2013:
RMB14,877,000) which has been dealt with in the financial
statements of the Company.

“E-OFFH PEEEREEERQT

HE-_ZT-—NFE+_-_A=+—HItF
B ARaEERREGEGEEERER
RERARRRMBHRREE ZEBELY
AR¥68,655,0000 (ZE—=F : A
R #14,877,0007T) °
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

12. DIVIDENDS 12. BE

BE_T-NF+_HA=+t—HIF
B EFVEZIRNAEREE (=
T—=F 8|) -

No dividend has been proposed or declared by the directors
for the year ended 31 December 2014 (2013: Nil).

13. LOSS PER SHARE 13. BREE

RRAREGERREEERERLEE
ERTRE N BURRT &

The calculation of the basic and diluted loss per share
attributable to equity shareholders of the Company is based

on the following data:

2014 2013
—E—mE —E-=F
RMB’000 RMB’000
AR®TR AREF T
Loss &8
Loss for the year attributable to 5 & &R F A & #5# 5518
equity shareholders of the iSSPt o /NI b
Company for the purposes of REEEFRNER
basic and diluted loss per share (333,348) (271,440)
2014 2013
—E—mEF —T—=
'000 '000
Fr F %
(restated)
(L&)
Weighted average number of TEEREARREEEIRR
ordinary shares at KAZR+ZA=+—H2
31 December for the purposes 3 I& hn#E F 15 &
of basic and diluted loss
per share 1,218,708 626,241
I —
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

LOSS PER SHARE (Continued)

The weighted average number of ordinary shares for the
purposes of calculating basic and diluted loss per share for
the years ended 31 December 2013 and 2014 has been
adjusted to reflect the bonus element of the open offer
completed during the year ended 31 December 2014 and the
effect of the consolidation of shares as detailed in note 31 (b)(iii).

Diluted loss per share attributable to equity shareholders of
the Company for the years ended 31 December 2013 and 2014
is the same as the basic loss per share as the effect of dilutive
potential ordinary shares from share options and convertible
notes are anti-dilutive.

SEGMENT REPORTING

The Group’s operating segments are determined based on
information reported to the chief operating decision maker (the
“CODM”), being the Company’s board of directors, for the
purpose of resources allocation and performance assessment.
The CODM reviews the Group’s internal reporting, assesses
the performance and allocates the resources of the Group as a
whole, as all of the Group’s activities are considered to be
primarily dependent on the performance of exploitation,
liquefaction production and sale of natural gas in the PRC.
Therefore, the CODM considers there is only one operating
segment under the requirements of HKFRS 8 Operating
Segments. In this regard, no segment information is presented.

Additional disclosure in relation to segment information is not
presented as the CODM assess the performance of the sole
operating segment identified based on the consistent
information as disclosed in the consolidated financial
statements.

The total segment result is equivalent to total comprehensive
expense for the year as shown in the consolidated statement
of profit or loss and other comprehensive income and the total
segment assets and total segment liabilities are equivalent to
total assets and total liabilities as shown in the consolidated
statement of financial position.

13.

14.

“E-OFFH PEEEREEERQT

BEREE ®
HERE-—E-—ER-T-NE+

—AS+—RLEEISREARE
HEIRR 2 W RR T HBERB
RANZPERE NRREE=F
—HE+=A=+—BIFERRZ
NAZEIEA D - FBEEHINAH T
31(o)iii) °

BHE-_Z—=FF=_F—NF+=A
T+ —HBLEFEARAERRREN
BREEEBEEGREREIEER -
REACERERAIRKRES CEHEE
ELRRERREEME -

7 HB 2 ]

AEENKEEDBINREBRE R EE
REN(TEFEEEREA] - IARF]
EE9) MERDEMKRBANEN2H
MERMERE - BN AKENMAEE
FHRSETRERBERNEFEMAER &
EEERBERARRNKRE - BFE
BRBEANERE LR RN ARENA
MER - FAEAKENRRE D EA
SEER - Hit - BREEREAR
RIRBEBVHRELERIESR L LS
HORE  AREEE -—EAL&ED
2o BUtmE - AWEINDEEHR -

AR EFEEERRAREBRE Y H R
KRB BEEN—EER MRS BRI
E—EEDWMzRE  FibtEZ5)
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

14. SEGMENT REPORTING (Continued)

(@) Geographical information

The Group principally operates in Hong Kong and the
PRC.

The Group's turnover from external customers and
information about its non-current assets by geographical
locations are detailed below:

14. 22 H (&)
(a) HEER

AEBTEGERERTELER
& o

AREEZMIENE S D KB I
MEPHZXBRIERBDEEN
BRI

Turnover from

external customers Non-current assets*

RENBEFHNEES FRBEE
)
2014 2013 2014 2013
—E-mE | =% | ZE-WE | _T—=F
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRE | ARBT | ARBTRE | ARETR
Hong Kong B8 - - 1,485 304
PRC e 301,119 187,184 | 1,112,107 | 1,297,477
301,119 187,184 1,113,592 1,297,781
[ — | —

*

Non-current assets excluding deferred tax assets.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

14. SEGMENT REPORTING (continued)

(b) Information about major customers

Turnover from customers of corresponding years

14. 2EEH (&)

b)) FEEFFMER

HEFEEXBBAAREAW

contributing over 10% of total revenue of the Group is as @m1I0%MEFMT ¢
follows:
2014 2013
~—2—QmFE —E—=%F
RMB’000 RMB’000
AR®TR ARBTT
Customer A ZEA 54,019 32,567
Customer B =FB 30,166 N/A i@ B
Customer C ®FEC 39,619 39,764
123,804 72,331
~—

! The corresponding revenue did not contribute over 10% of
the total turnover of the Group.

! HEW I ARBE AR B RS

FEHI10% o
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15.

16.

142

GOODWILL 15. &
The Group REH
RMB’000
AR®TR
Cost: R
At 1 January 2013, 31 December 2013 R-_ZE—=F—F—H —ZE—=FkK
and 2014 —F-WF+=—A=+—H 344,100
Accumulated impairment losses: It REEE :
At 1 January 2013 R-_ZE—=%—A—H 76,802
Impairment loss BB EE 163,000
At 31 December 2013 and RZEBE—=F+_A=+—HEK
1 January 2014 —E—NF—H—H 239,802
Impairment loss B EE 104,298
At 31 December 2014 RZE—MF+=_A=+—H 344,100
Carrying amount: IREE :
At 31 December 2014 R-ZE—NE+=-A=+—H -
At 31 December 2013 R-ZE—=F+=-A=+—H 104,298

IMPAIRMENT TESTING OF GOODWILL 16. BEREFEE ZBENR
AND INTANGIBLE ASSETS

The Group’s coalbed methane exploration and development, AEFEZEREDREFAE RAR
natural gas liquefaction and LNG distribution operation is still BIERBIERARD HEBRDEERE
under development and far behind the development schedule, RIEEREREE - BASHEE
the forecasted number of gas wells over the forecast period RIEAERR L c BE—FT—UFE+
was reduced. During the year ended 31 December 2014, the ZRA=+—HIFE FZCEHREE
directors have reviewed goodwill and intangible assets for BREEEREEEEETRA

impairment testing purpose.
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For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE

16. IMPAIRMENT TESTING OF GOODWILL

AND INTANGIBLE ASSETS (Continueq)

Goodwill has been allocated for impairment testing purposes
to the following CGU:

16. BEREFEEZRERNR

(&)

EESRFIRGELBEMNNETRE
AR,

2014 2013
—E—mE —F—=F
RMB’000 RMB’000
AR®TR ARETF T
Coalbed methane exploration HERBRKLAE  RARBIE K
and development, natural gas B RAR D H
liquefaction and LNG distribution - 104,298

The basis of the recoverable amounts of the above CGUs and
their major underlying assumptions are summarised below:

Coalbed methane exploration and
development, natural gas liquefaction and LNG
distribution

The recoverable amount of this CGU is determined based on
value in use calculations with reference to an independent
professional valuation. The key assumptions for the value in
use calculations are those regarding the discount rate and
growth in revenue and direct costs during the year. Management
estimates the discount rate of 20.75% (2013: 20.88%) using
pre-tax rates that reflect current market assessments of the
time value of money and the risks specific to the CGU. Changes
in selling prices and direct costs are based on past experience
and expectations of changes in the market.

The value in use calculations are derived from cash flow
projections based on the most recent financial budgets for the
next 5 years approved by management. Cash flows beyond
the 5-year period have been extrapolated using a steady growth
rate of 3% (2013: 3%) per annum which is based on industry
growth forecasts.

PR EF SNz RO EELE
MEMBEEZ/REMARNT

REERUBERER - RAKRK
ER B RAR D8

RIRGEES uz‘ﬂlﬂz@ﬂmﬂ%
BYBEGHERBERAEBTHE - &F
AEEXFZEBRZNEHAFE ZAE
K WAREREERAZRE &
BEE - BHRER20.756% (=22 —=
F 1 20.88%) ' HfFARMERIEREE
Fﬁﬁﬁzmﬁ{éﬁ&fﬁiﬁi (L2
BHERBZBRBAANE EEREE
)ﬁ%Z“@J}BLAﬂ&mi%%«%&‘ﬁi%
TEEE B AEE o

EREENEIIREREEEBIE
ZEINARRGFENHRAFES RS
METRR - BESFHR 2R MERE
ARRZFERERI%(ZT—=
3%) HE - ZFRRXRTIATRIERR
B REE -
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—HEF—A=+—HIFE

IMPAIRMENT TESTING OF GOODWILL
AND INTANGIBLE ASSETS (Continueq)

Coalbed methane exploration and
development, natural gas liquefaction and LNG
distribution (Continued)

Based on value in use calculation at 31 December 2014, the
recoverable amount of this CGU was found to be less than its
carrying amount. Accordingly, impairment losses on goodwill
and intangible assets allocated to this CGU of approximately
RMB104,298,000 and RMB138,702,000 (2013:
RMB163,000,000 and RMB Nil) respectively have been
recognised in the consolidated statement of profit or loss for
the year ended 31 December 2014.

Piped natural gas located in Guangxi

The recoverable amount of this CGU is determined based on
value in use calculations with reference to an independent
professional valuation. The key assumptions for the value in
use calculations are those regarding the discount rate and
growth in revenue and direct costs during the year. Management
estimates the discount rate of 22.39% (2013: 22.60%) using
pre-tax rates that reflect current market assessments of the
time value of money and the risks specific to the CGU. Change
in selling prices and direct costs are based on past experience
and expectations of changes in the market.

The value in use calculations are derived from cash flow
projections based on the most recent financial budgets for the
next 5 years approved by management. Cash flows beyond
the 5-year period have been extrapolated using a steady growth
rate of 3% (2013: 3%) per annum which is based on industry
growth forecasts.

The directors are of the view that, based on its assessment,

there was no impairment of intangible asset allocated to this
CGU during the year ended 31 December 2014.
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(&)

BERUHERER - XAKR
{ERRIEXRAR D8 (&)
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TZEREENE  BRARSEL
%MZTH&Z@@%@&K‘EE&E@ A
o PEEARSELBENZHER
BEREREEBEREINOARR
104,298,0007T I A K # 138,702,000
T(ZF—=%F : AK#163,000,000
TRAREZIL) CREE_F—F
T-A=+-HLEFEZHREREER

UREANEERAR

AECELEBENz2AIRESEIZE
BYSXHEREFAEETEE
EeoFREBEBEFEZCEERRIIEY
REBZBRE - WAERREEK
KzRB#& - BREM BEXAR
22.39% (ZF—=%F : 22.60%) ' JifE
AR EMESRRBEEMSGT
RRSEXBMZFTERRE ZBRBA
ME -EEREEXNAZEE IS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

16. IMPAIRMENT TESTING OF GOODWILL
AND INTANGIBLE ASSETS (Continueq)

Piped natural gas located in Guangxi (Continued)

During the year ended 31 December 2013, based on value in
use calculations at 31 December 2013, the recoverable amount
of the piped natural gas CGU located in Guangxi was found to
be less than its carrying amount. Accordingly, the Group
recognised impairment loss of approximately RMB25,000,000
in relation to exclusive right for piped natural gas operation in
Beiliu City allocated to the CGU of piped natural gas located in
Guangxi during the year ended 31 December 2013 (note 19).

16. BEREFEEZRERNR

(%)
UREANEERAR (&)

BE—_T—=F+-_A=1+—HItF
B -RE_ZT—=F+_"_A=+—8
ZEREENE  MREANEERXR
RRREEE B AR O S EBERER
HE - At AEEREE=T—=
F+_A=+—BHLFERSETFM
REAMEBRAARBSCEEENA
IR EBRARER 2 BREN
R EE B4 A R ¥ 25,000,0007T (Ff
$19) ©
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17. PROPERTY, PLANT AND EQUIPMENT

146

17. Y% - WIBIRRE

(@ The Group (@) XK HE
Transportation
Buildings Furniture and
held for Leasehold Plant and Computer and motor ~ Construction
ownuse  improvements Pipelines machinery ~ equipment equipment vehicles ~ in progress Total
EERR BHIE
87 HERBIR EE  HEREN Ek3E  BERRE RAE FRIR i
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTL  ARETR AEETR  ARETZ  ARETR AEETR  ARETr  ARETR
Cost RE
At 1 January 2013 W_2-Z£-f-H 117,900 39 37578 23432 283 2,680 42,581 256,939 681,791
Addtions #E 13,740 265 183 3906 ) Q 1,606 202,700 203,033
Transfer rom construction i progress R TEEH - - 124,383 249452 - - - (373,815) -
Disposals & - - - 21) - - (7,545) = (7,566)
Exchange adjustments R = (18) = = f) (] @) - %)
At 31 December 2013 and RZB-ZE4ZA=1-BR
1 January 2014 Z5-RE-F-8 131,640 636 162,724 476,769 293 2720 36,640 85,824 897,253
Additons HE 749 - - 10460 6 8 21 133,265 146,700
Transfer fiom construction in progress {E A TRE - - - 101,371 - - - [101.371) -
Disposals & - - - (724) - (374) 3,643) - (&,741)
Exchange adjustments EifE - 2 - - - - 1) - 1
At 31 December 2014 HWZF-RETZf=1-R 132,389 638 162,724 587,876 299 2,441 3,18 17,718 1089213
Accumulated depreciation ZifTERAE
and impairment
At 1 January 2013 WZE-Z5-f-H 12732 287 7,075 2872 126 1,402 15,794 - 80,288
Charge for the year TEERE 5830 216 2114 8215 56 390 5,851 - 38341
Disposdls il - - - (16) - - (£,085) - (£301)
Exchange adjustments EiRE - (1) - - 1) ) i - (16)
At 31 Deoember 2013 and RZE-ZETZR=1-RR
1 January 2014 Z5-RE-F-8 1871 49 9,849 66,071 181 1,789 17,359 - 114312
Charge for the year KERRL 6,446 144 6,033 37,186 49 32 5212 - 55,482
Disposels ik - - - (403) - (256) (2.801) - (3,460)
Exchange adjustments EiRE - 2 - - - - - - 2
At 31 December 2014 RZEF-mE+ZA=1-A %017 638 16,882 102,854 20 1,880 19,830 - 166,336
Carrying amount RiE
At 31 December 2014 H-%-BE+ZA=1-R 107,372 - 146,842 485,022 69 556 15,298 17,18 872,811
At 31 December 2013 RZZ-Z5+2f=1-A 113,069 144 162,875 410,698 1?2 938 19,281 85,82 782,941
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

17. PROPERTY, PLANT AND EQUIPMENT
(Continued)

(@) The Group (Continued)

Notes:

(i)

(i)

(ii)

(iv)

The buildings held for own use are situated on land held under
medium-term leases in the PRC.

The pipelines of the Group are located in the PRC.

At 31 December 2014, the carrying amounts of the Group’s
pipelines pledged for the Group’s bank borrowings were
approximately RMB24,813,000 (2013: RMB26,605,000).

At 31 December 2014, the Group’s building held for own use
and plant and machinery with carrying amount of
approximately RMB64,500,000 (2013: RMB68,566,000) and
RMB97,700,000 (2013: RMB108,240,000) respectively were
pledged.

The carrying amount of the Group's assets held under finance
leases at 31 December 2014 of approximately
RMB97,700,000 was included in plant and machinery (2013:
approximately RMB108,240,000 was included in plant and
machinery and approximately RMB1,892,000 was included
in transportation and motor vehicles).

17. Y12 - WBREHE B

(@) &&EE (&)
GEE

() FHEERZBFTRESBEZTH
MOBAEZ L E -

(i) AEBZEEBELRTEH -

iy R=ZFE—WF+-_A=+—8"
BAEBBITERMER 2 ARE
EEBECEREENAARE
24,813,000t (T — =4 : A
R#26,605,0007T) °

vy RZZE-—WE+_A=+—H"
REBMBIEERAZEFULIKSS
R#RzEBEDOARE
64,500,0007C (ZE— =4 : A
R#68,566,0007T) & AR ¥
97,700,000 (ZE— =4 :
108,240,0007T) FE#H I ©

v RZE-—mF+-A=+—8"
AEEREHERBrEAEZR
& 49 A R#97,700,0007T5F A
BB LW (ZT—=F : HHA
R %108,240,0007T 51 A 28 &
e K %9 A R #1,892,000 T 5
ANEHTARAFE) o
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17. PROPERTY, PLANT AND EQUIPMENT

148

17. Y13 - WBRZHE @

(Continued)
(b) The Company b)) &AF
Furniture
Leasehold ~ Computer and Motor
improvements  equipment  equipment vehicles Total
HELBIR  EHRE GARRG ot st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETn  AR%Tn ARETR AR%Tn  ARETn
Cost R
At 1 January 2013 R-E-=%-H-H 389 187 165 2,437 3,168
Additions AE 265 - - 1,356 1,621
Disposals e - - - (2,437) (2,437)
Exchange adjustments B A% (18) (1) 4 ?) 25)
At 31 December 2013 and 1 January 2014~ RZF-ZEF-AZ+-E
RZE-mE-F-H 636 186 151 1,354 2,327
Additions hE - - - 1,340 1,340
Exchange adjustments B A% - - - 2
At 31 December 2014 R-2-mE+-A=1-H 638 186 151 2,604 3,669
Accumulated depreciation and impairment 23 ERAE
At 1 January 2013 R-E-=F-F-H 287 107 102 1,984 2,480
Charge for the year REERH 216 3 40 182 474
Disposals e - - - (2,006) (2,006)
Exchange adjustments EXRE (1) (1) ] (1) (16)
At 31 December 2013 and 1 January 2014~ RZ-E-=F+-f=1—H
R=E-mE-F-H 492 142 139 159 932
Charge for the year REERH 144 2 7 570 745
Exchange adjustments EXRE 2 - - - 2
At 31 December 2014 RZE-MET-A=1-H 638 166 146 729 1,679
Carrying amount FHE
At 31 December 2014 R-F-ME+-A=1-A - 20 5 1,965 1,990
At 31 December 2013 RZZ-=Et-A=1-H 144 44 12 1,195 1239
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For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE

18. PREPAID LEASE PAYMENTS FOR LAND
UNDER OPERATING LEASES

18. REBNYMENLHHESE

AEEZREHO RN MBS 2K

The carrying amount of the Group’s prepaid lease payments

for land under operating leases is analysed as follows: HESTAT :
The Group
KM

2014 2013
—E—mE —E-=F
RMB’000 RMB’000
AR®TR ARBTT
Carrying amount at 1 January R—HA—BZEAE 34,309 35,119
Amortisation for the year NE T (810) (810)
Carrying amount at 31 December W+ - A =+—HB ZEHE 33,499 34,309
Less: Current portion B BIERER (9 (810) (810)
Non-current portion JERNER ER (9 32,689 33,499

The prepaid lease payments in respect of land under operating
leases are held under medium-term leases and situated in the
PRC.

At 31 December 2014, the Group’s prepaid lease payments
for land under operating leases with a carrying amount of
approximately RMB19,774,000 (2013: RMB20,229,000) were
pledged.

The amortisation charges for the year ended 31 December 2014
of approximately RMB154,000 (2013: RMB154,000) and
RMB656,000 (2013: RMB656,000) are included in cost of sales
and administrative expenses respectively in the consolidated
statement of profit or loss.

REHEOT zAN LS IE+ B
BOBAE  EURHE -

RZZFE—MOF+_A=+—0H0 " &&
Bt MO TEMN D HES 2 RAE

HANR#19,774,0007L (Z B — =4 :

AR ¥20,229,0007T) B EHEIA -

HE-_Z-—WNF+-_A=+—HLHF
Eﬁ&ﬁﬁiﬁ%@/\ﬁﬁﬁm,ooom_%
—=%: /\Eﬁ%154 0007T) & A R M
656,0007T —ZF: ARM
656,0007T) 9 %Uﬁ%?é%a s7k 2 HE
R RATH A PR o
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19.

VA e o Y ik

For the year ended 31 December 2014 B2 —ZF—PF+_A=1+—HILFE
INTANGIBLE ASSETS 9. MILEE
The Group rxE
Operating
Exclusive license for
right for liquefied
piped natural coalbed gas
gas operation logistics Total
BEERRRER BILEEBR
ZEXREN NREEHR @t
RMB’000 RMB’000 RMB’000
AR®TR ARBT R AR®T R
Cost RE
At 1 January 2013, 31 December 2013 R =F— fﬁ A—H-
and 2014 “E-ZER-IT-NF
+= H =+—H 334,811 97,300 432,111
Accumulated amortisation and ZtBERAE
impairment
At 1 January 2013 NZE—=F—F—H 19,041 47,839 66,880
Impairment loss REBE 25,000 - 25,000
Amortisation for the year AEEHE 10,783 19,460 30,243
At 31 December 2013 and ——#+=-A=+—-H
1 January 2014 T—-NF¥—-A—A 54,824 67,299 122,123
Impairment loss (Note 16) REEE (Hit16) 132,683 6,019 138,702
Amortisation for the year AEEEE 10,165 19,460 29,625
At 31 December 2014 -mE+=-A=+—H 197,672 92,778 290,450
Carrying amount REE
At 31 December 2014 R-E-mE+=-A=+-H 137,139 4,522 141,661
At 31 December 2013 —=&5+-A=1+—H 279,987 30,001 309,988
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

19. INTANGIBLE ASSETS (continued)

(a)

(b)

(c)

Exclusive right for piped natural gas
operation in Beiliu City

It represented the exclusive right to operate in gas pipeline
infrastructure and provision of piped natural gas in Beiliu
City, Guangxi Zhuang Autonomous Region, the PRC and
is amortised as cost of sales on a straight-line basis over
the estimated useful lives of 45 years.

Exclusive right for piped natural gas
operation in Ruyang County

It represented the exclusive right to operate in gas pipeline
infrastructure and provision of piped natural gas in Ruyang
County, Luoyang City, Henan Province, the PRC and is
amortised as cost of sales on a straight-line basis over
the estimated useful lives of approximately 28.5 years.

Operating license for liquefied coalbed gas
logistics

It represented the operating license for liquefied coalbed
gas logistics in the PRC and is amortised as cost of sales
on a straight-line basis over the estimated useful lives of
5 years.

(a)

(b)

(c)

“E-OFFH PEEEREEERQT

19. BILEE (&)

EERTEEEERARE
B2 BRER

ZIENBBERBEERALRBRR
b 7 T AR A RV B AR R AR B A
RUHEBRARZBREN - X
HEREENERT A8 FHI45
FIERHERAEH

EAGHEEEERARE
Bz BmRER

A RENFEE R BUA R A R RE TR
PR EMREBERREME
HEBRARZBREN - Lz
EREERGEAIERF R
28 5FERIHENAEH

RICKBRUREEHNR
ZHREETEEERIERER
MR EENR  WIREARERE

Rt E A FHSFRERIHE
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

20. DEPOSITS AND PREPAYMENTS

20. 7] & RFEN IR

The Group
xEH
2014 2013
—E—mMF b =
RMB’000 RMB’000
AR®TR ARETF T
Warranty money paid for the PRMEEELHET
acquisition of equipment WEREZN
under finance lease REBES (FHEEG)
arrangements (note (i) 18,263 18,733
Other deposits paid for MBEREZ 2
acquisition of equipment HzT g - 35
Other deposits for acquisition Wt m 2
of interests in land (note (ii)) HE s (FIE(i) 10,462 10,462
Prepayments (note (iii)) T RIE (B 5% (i) 37,640 37,825
66,365 67,055
I —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

20. DEPOSITS AND PREPAYMENTS (continued)

Notes:

(i)

The balance represents the warranty money paid for the acquisition
of equipment under certain finance lease arrangements.

On 2 December 2010, certain subsidiaries of the Company, as
lessees, entered into finance lease arrangements with certain
suppliers and a lessor named F &RV E A E B R A &) (transliterated
as CIMC Capital Ltd.) (“CIMC”), pursuant to which the suppliers
agreed to manufacture and supply LNG tanks, gasified system and
equipment, LNG trailers, towing vehicles and LNG refill stations
(collectively, the “Finance Lease Assets”) at a total consideration of
approximately RMB79,155,000. CIMC agreed to lease the Finance
Lease Assets to the Group for a total lease consideration of
approximately RMB95,461,000 payable within the term of 36 months
by monthly installments, with an option for the Group to purchase
the Finance Lease Assets at the end of the lease term at a
consideration of approximately RMB7,000. The total lease
consideration would be adjusted due to the floating lending interest
rate to be promulgated by the People’s Bank of China (“PBOC”)
from time to time. Pursuant to the agreements, the Group agreed
to pledge the Finance Lease Assets to CIMC, whilst /& [5 IE 1 82 /&
BR AT (transliterated as Luoyang Shunhe Energy Company
Limited) (“Luoyang Shunhe”) entered into guarantees in favour of
CIMC to secure the due payment of the outstanding lease
consideration by the Group. During the year ended 31 December
2011, Luoyang Shunhe became an indirect wholly-owned subsidiary
of the Company upon completion of the Group’s acquisition of the
Wealthy Talent Global Investments Limited and its subsidiaries. The
Group agreed to provide a total sum of approximately
RMB15,831,000 to CIMC as warranty money, which is repayable
at the end of the lease period. These finance lease arrangements
constituted a very substantial acquisition on the part of the Company
under the GEM Listing Rules. The resolutions approving these
finance lease arrangements were duly passed by the shareholders
of the Company at the extraordinary general meeting held on
14 February 2011.

20. S ERENFIE (@)

B &L -

(i)

ZAERIE BB E PR TR
XRNZRES -

R-E—ZTF+_A-R ARAFET
ME AR (ERERMEA) BE THER &
—ZHBEAREREAHEEER LA ([H
SN MERERY Rt - HER
REREREERERARER - Rt
R REE  RIERARES  E5|=
RBRIERARMR (AEREHEER
El) - BRERHARKTI,155,000
TePEREMASEHERERER
E BHEEREARNARES,461,000
JC - ZBR36ME A NIE A D BRI - A%
ERAEREREIREUREOAR
B7000LEEREAHELRE - BHE
REBREBEPEARET ([FRHRARR
111) TR AMEZENE BRI R IEH 5
B REZEHE  A5EREEHE
HEAEHERTHE  MEABIEFEEIR
BIRAR(EZIEF]) IRE TS AP &
AEZmANRE  BAEEZELNR
EEEERERMER REE-ZT—
—F+-RB=+—HILFE  EZBIERM
RN & B 5T K U g Wealthy Talent
Global Investments Limited & L Fff B 2~
BIEKARNARNEZEE2EWBAR -
AEEREZEAPEERAEHNARE
15,831,000 2 RE® * ZIRFERAR
TAEHERIRIE - RIBBIZER LR
Al ZERMERETHERANG 2 IE
BEAWEEIE - AARBREER=Z
——FZATOARTZRERSRAE
EIFimdt e SR AR E R 2R

¢ 2
e
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

20. DEPOSITS AND PREPAYMENTS (cContinued)

154

Notes: (Continued)

(i)

(i)

(Continued)

On 21 May 2012, IHFELKIBEZRBERZER B R QA (transliterated
as Shanxi Qinshui Shuntai Energy Development Company Limited)
(“Shanxi Qinshui”), a subsidiary of the Company, as lessee, entered
into a conditional finance lease agreement in relation to the sale
and lease of equipments with CIMC, pursuant to which, (i) Shanxi
Qinshui conditionally agreed to sell, and CIMC conditionally agreed
to purchase certain liquefied natural gas equipments for a total
consideration of RMB95,000,000; and (ii) Shanxi Qinshui
conditionally agreed to lease from CIMC, and CIMC conditionally
agreed to lease to Shanxi Qinshui, the said equipments for a total
lease consideration of RMB114,570,000 for a term of 36 months
by monthly installments inclusive of interest with a lump sum handling
fee in the sum of RMB950,000. The lease consideration may be
adjusted according to the floating lending interest rate to be
promulgated by PBOC from time to time. Shanxi Qinshui agreed to
provide a total sum of approximately RMB14,250,000 to CIMC as
warranty money, which is repayable at the end of the lease period.
This finance lease arrangement constituted a major transaction on
the part of the Company under the GEM Listing Rules. The finance
lease arrangement was approved by the shareholders by way of
ordinary resolution at the extraordinary general meeting of the
Company held on 27 May 2013.

The balance represents deposits paid by the Group for the
acquisition of interests in land located in the PRC which will be held
for own use under operating leases.

Included in prepayments as at 31 December 2014 was an amount
of approximately RMB36,091,000 (2013: RMB36,091,000)
representing prepayment for the finance lease payments of the
acquisition of equipment under the Finance Lease Arrangement
mentioned in note (i) above.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014
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R-ZB——FRA=-+—8 &xAQFZ
MR EIL IO KIERERERARA
al (MdanoK]) (FERFEMA) AL
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

21. INVESTMENTS IN SUBSIDIARIES

21. RBRARI 2 RE

The Company

EAT
2014 2013
—E—mF —E—=fF
RMB’000 RMB’000
AR®TX AREEF T
Unlisted investments, at cost ELFTIRE ~ KA 960,537 887,517
Less: impairment loss B OREEE (553,000) (273,000)
407,537 614,517

A further impairment was recognised during the year for certain
unlisted investments with carrying amount of approximately
RMB553,000,000 (before deducting the impairment loss) (2013:
RMB273,000,000) because these subsidiaries have been

making losses for years.

Particulars of the Company’s principal subsidiaries at the end
of the reporting period are as follows:

MR BB R RS FREEGEE -
WMREFANEREDBENARE
553,000,0007T (BB EEER]) (=
T— =% : AR®273,000,0007T) 2

AT LEMRERBE—DRE -

RIpE R A AT E BN BA T2

BaE

Proportion of

ownership interest

2 4:47)
Place of Particulars of issued
incorporation/ and paid-up share Group’s
establishment/ [registered effective
Name of subsidiary operations capital interest Direct  Indirect Principal activities
M8/ BRTR
B/ #ftgs/ 35H
MELAERE wEhy EMEFER ERiER E# M  EERE
IWABHIERERERERAT  PRC Registered capital of 100% 100% —  Investment holding
(transliterated as Shanxi H HK$85,000,000 REBR
Yangcheng Shuntai Energy & 485,000,000 T
Development Company Limited)
(“Shanxi Yangcheng Shuntai”)
(notes (a) and (€))
(MLAGRIER])
UEEN)
Shanxi Qinshui PRC Registered capital of 100% 100% - Manufacture and sales
(notes (a) and (d)) i HK$240,000,000 (2013: of liquefied coalbed gas
PN HK$150,000,000) EERBERIEER
(PHs¥ (@) R () 1 & 240,000,007 7T
(ZZ—=% :150,000,000
)
Sino Treasure Global Group Limited  British Virgin Islands 1 ordinary share of 1 United 100% 100% - Investment holding
(“BVI) States dollar (‘US$’) RAER
EBRAHES REEIET (L)) 2 EBK
Allied Rich Management Limited BVI 3,000 ordinary shares of 100% - 100% Investment holding
BEERERAT RERAEE US$1 each REER
3000k BRABIXTZ

“E-OFFH PEEEREEERQT
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21. INVESTMENTS IN SUBSIDIARIES

156

(Continued)

Particulars of the Company’s principal subsidiaries at the end

of the reporting period are as follows: (Continued)

21. RMB AR 2RE (®)

RBERRARBEBEMB AR ZF
BT - (8B

Proportion of
ownership interest

2 1:47)
Place of Particulars of issued
incorporation/ and paid-up share Group’s
establishment/ [registered effective
Name of subsidiary operations capital interest Direct  Indirect Principal activities
EmEL/ BRITR
Bihs/ ks, 350

HELARRE EENE EREXEE ERfa EE M TERE

WEHEEEREERAF PRC Registered capital of 100% - 100%  Investment holding
(transliterated as Shanxi Alied RMB5,000,000 REBR
Rich Services Limited) FHEA
(note (a)) AR #5,000,0007C
(Pt @)

ERLTRRERAR PRC Registered capital of 97.5% - 97.5%  Sales of piped natural gas
(trangliterated as Guangxi Beilu & RMB20,000,000 and provision of gas
Gas Company Limited) FHER supply connection services
(note (b)) AR %20,000,0007 HEEBARRRRH
(Fr 2 (b)) HRESRE

Hebei Shuntai (note (a)) PRC Registered capital of 100% 100% - Sales of liquefied

e IEZ (M52 (e) g RMB87,280,000 coalbed gas

HMER B HERIEER
AK¥87,280,0007

BEXREBRAA BVI 100 ordinary shares 100% 100% —  Investment holding
(transliterated as Million RERZHESE of US$1 each REER
Ideas Investments Limited) 100RSREBIET

ERR

WEEFHEREERAF PRC Registered capital of 100% - 100%  Investment holding
(transliterated as Shanxi i RMB500,000 REBR
Wanzhi Business Services HHER
Limited) (note () AE%500,0007
(Pt @)

LWEEENRER AT PRC Registered capital of 83% - 83%  Provision of liquefied coalbed
(transliterated as Shanxi s RMB60,000,000 gas logistics services
Wanzhi Logistics Limited) HfER RERIREERMRRIE
(“Wanzhi Logistics”) A #60,000,0007C
énote (i’%\ .

[Exmil) ()

Wealthy Talent Global BVI 1 ordinary share of US$1 100% 100% - Investment holding

Investments Limited RERZHEE REEIET LBk RAER
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

21. INVESTMENTS IN SUBSIDIARIES
(Continued)

Particulars of the Company’s principal subsidiaries at the end
of the reporting period are as follows: (Continued)

21. RfB AR Z2RE &)
RBEBRADNF T BEMBELT 25
BT (48

Proportion of
ownership interest

:24:47)
Place of Particulars of issued
incorporation/ and paid-up share Group’s
establishment/ [registered effective
Name of subsidiary operations capital interest Direct  Indirect Principal activities
BEMAI/ ERTR
i/ ks F&0
HELAEEE wEhE BEMEFER ERER EE Mg  TERE
Hong Kong Chung Wo Energy Hong Kong HK$1 100% - 100% Investment holding
Investments Limited BA 1AL REER
ERRAMREERAGRAA
Luoyang Shunhe (note (b)) PRC Registered capital of 100% - 100% Sales of natural gas
BB IR (M3 (b)) :p HK$60,000,000 RARHE
BAEVN B
60,000,000/ 10
GHgEnMERERERAT  PRC Registered capital of 60% - 60%  Exploration, development
(transliterated as Yangcheng A RMB30,000,000 and production of coalbed
Huiyang New Energy HHER methane
Development Company AR 30,000,000 B AEREERER
Limited) (“Yangcheng Huiyang’)
(note 15&% )
(TBmER]) (M)
PG EZEHEEERAA PRC Registered capital of 100% - 100%  Gas distribution
(transliterated as Yangcheng s RMB10,000,000 AARAH
Shun An Gathering Pipeline HHER
Company Limited) (note (a) AE 10,000,000
(Rt @)
BEnEERERAR PRC Registered capital of 100% - 100%  Sales of liquefied coalbed
(transliterated as Xian Country s RMB1,000,000 gas
Lun Shun Energy Development &R ARE,000,0007 REEERHE
Company Limited) (note (a))
(M5 ()

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
or assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.

EERRLARRFANBRATIREE
FEASEXEUEEE - EFR
Ao REEMMBARZFHIEEE
RIEBRITE °
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21. INVESTMENTS IN SUBSIDIARIES
(Continued)

Notes:

(a)

The Group had no subsidiaries which have material non-
controlling interests for the years ended 31 December 2014

Registered under the laws of the PRC as a wholly-owned foreign
enterprise.

Registered under the laws of the PRC as a limited liability enterprise.

Registered under the laws of the PRC as a Sino-foreign equity joint

T—HIEFE

venture.

The registered capital of Shanxi Qinshui was HK$300,000,000, of
which HK$240,000,000 (2013: HK$150,000,000) has been paid

up as at 31 December 2014.

The registered capital of Shanxi Yangcheng Shuntai was
HK$300,000,000, of which HK$85,000,000 (2013: HK$85,000,000)

has been paid up as at 31 December 2014.

and 2013.

22. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

21.

22.

KRB ARZ2RE &)

Wi

(@) BETBEEEEMABIEEELE -

() RETEEEZEMAEREMELE -

© BETBEEEZEMSTIAGEDRE -

(d) WPk Z FE & 2 &300,000,0007#
7T+ 2 #1240,000,0008 T (—E—=
4 : 150,000,000/ 7T) ER = Z— P04
+=ZA=+—H&-

e WAEABHRIERZFME LA
300,000,000/ 7T+ E #85,000,0007%
Tt (ZZ—=4 : 85,000,000/ 7T) E
—E-E+-A=1+—BHN -

AEERBE_TNFER-_FT—=
Ft+= H—+*E¢¢7Iﬁ%ﬁ$
RIFZEBERZHBAT -

BRATEFABZEZEHE
E

The Group
*TEMHE
2014 2013
—E—mF —T—=%F
RMB’000 RMB’000
AR®TR AREFT
Financial assets at fair value EATEFA ARG EREE
through profit or loss:
— Unlisted investment fund ~ — &EBUIINKR TR EES
outside Hong Kong 200 200
I —
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23. INVENTORIES 23. &
(@ Inventories in the consolidated statement of financial @ REEMBURAZRAZEE
position comprise: =
The Group

xEH
2014 2013
—2—QmF —E-=F
RMB’000 RMB’000
AR®TR ARBTT
Raw materials JRH 5,192 4,276
Finished goods LA 4,641 3,599
9,833 7,875

(b) The analysis of the amount of inventories recognised as b) ERREAIWITABRIFE
an expense and included in profit or loss is as follows: SREZONWT -
The Group

KM
2014 2013
—ZE—QmE —E—=F
RMB’000 RMB’000
AR®TR AREF T
Cost of inventories sold BEEREZKAR 158,312 88,900

I —

“E-OFFH PEEEREEERQT
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24. TRADE AND OTHER RECEIVABLES 24, FEU AR R K H 1 FE W 7R IE

160

The Group The Company
5@ r. /N
2014 2013 2014 2013
“E-ME | —T-=F | ZB-QmE | —_T-=F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE | ARETT | ARBTE | ARETR
Trade and bills receivables YRS KRR & 17,795 17,880 - -
Less: Allowance for doubtful debts & : 8 B & (5,353) (5,562) - =
12,442 12,318 - —
Amounts due from subsidiaries JiE W Bt 18 A R 3008
(note 38(b)(iv)) (K 5E38(0)(iv) - - 302,263 224,739
Amount due from a director JEWEEFHIE
(note 38(b)ii)) (P 538 (b)(ii)) 3,536 - 1,253 1,795
Other receivables Ho W5k IE 14,781 6,425 369 478
Amounts due from related FE W 8 AR
companies (note 38(b)(i)) (P 5E38(b) (1)) 11,095 13,525 - —
Loans and receivables ERRENRFE 41,854 32,268 303,885 227,012
Advances to suppliers [r) f FE 72 B 3K 2,848 2,076 - —
Prepayment relating to HESRATERL
construction expenses B F0E 44,978 123,373 = -
Other prepayments HAb IR B 18,616 16,935 10,468 11,341
Other taxes recoverable Hip [l e HiR 4,474 5,556 - -
112,770 180,208 314,353 238,353
-

All of the trade and other receivables are expected to be
recovered or recognised as expenses within one year.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

24. TRADE AND OTHER RECEIVABLES
(Continued)

24, BWERA R EMEWRIE (&)

(@) Ageing analysis () FBRERZ#T

PR R & R R 1 (IR R A 1]
KRR RERB ) R E R 2 AR

As of the end of the reporting period, the ageing analysis
of the trade and bills receivables, based on invoice date

and net of allowance for doubtful debts, is as follows: BN
The Group
AEME
2014 2013
—E—lmE —E—=
RMB’000 RMB’000
AR®TT AREEF T
Within 1 month 1B AR 11,133 4,810
More than 1 month but less 118 A & {B31@ A &
than 3 months 179 3,144
More than 3 months but 31E A& 1B 6E AR
less than 6 months - 1,076
More than 6 months but 6E A %BE12EA N
less than 12 months — 3,288
More than 12 months 1218 A% 1,130 —
12,442 12,318

The Group generally allows credit period of 30 to 180 REBE—MR4ETEPI0E180HEE
days to its customers. The Group may, on a case by case B o ARBE RS EERERFTEE
basis and after evaluation of the business relationship and BRARREZR EBEPERERE
creditworthiness, extend the credit period upon the EHY o

customers’ requests.
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24. TRADE AND OTHER RECEIVABLES 24. BWERR R HMEWFIE @)
(Continued)
(b) Impairment of trade and other receivables (b) ERERERREMEKRREZ
A 1E
Impairment losses in respect of trade debtors are recorded AR R 2R EEE DR A EE
using an allowance account unless the Group is satisfied FRaCEk - MEARN S E{E UL B KIE
that recovery of the amount is remote, in which case the B A BE AR BRBR AN - TEEIE R
impairment loss is written off against trade debtors directly T - R E BT 18 B B B R YRR R
(see note 2(j)). 8 (RMEE2() °
The movement in the allowance for doubtful debts for FRNRBER 2 RERE 2
trade receivables during the year is as follows: wnr
The Group
F5E
2014 2013
—E—QmE —F—=
RMB’000 RMB’000

AR®FT ARETT

At 1 January Kn—H—H 5,562 1,913
Reversal of impairment BECERREEE
loss recognised (209)

Impairment loss recognised & #:2 2 J8 (B 512 - 3,649

At 31 December W+=—A=+—H 5,353 5,562

At 31 December 2014, the Group’s trade receivables of RZE—NF+=—A=+—H "

approximately RMB5,353,000 (2013: RMB5,562,000) REBZRERBERODBARK
were individually determined to be impaired. The 5,353,0007L (ZE—=F : AR
individually impaired receivables related to customers that #5,562,0007T) Ty & Bl & 7E AR
were in financial difficulties and management assessed 8 o BERIRE 2 FEBGRIE G A
that the receivables were not recoverable. Consequently, WHR#E s X-EH - BEEE
specific allowance for doubtful debts were recognised. b5t A B EUGRIBE AT e o

it 2L RARFERR T Bl B -
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(Continued)

(0)

24. TRADE AND OTHER RECEIVABLES 24. EWERA K HAiEWFIE (@
(b) Impairment of trade and other receivables (b) ERERERREMERREZ
(Continued) AR (&)
Impairment loss on other receivables of the Group of AEBEMEWRIE Z BEEE
approximately RMB340,000 (2013: RMB194,000) was HANR#340,000c (= —=
recognised in the consolidated statement of profit or loss F: AR¥194,00070) EREZE
for the year ended 31 December 2014. The individually ZENFEF+ZA=+—HLHF
impaired other receivables of the Group relate to other EZHREBRRAER - AKH
debtors that were in financial difficulties and is not & Bl R B 2 A e Y SR IR ER fE A
expected to be recoverable. During the year ended BN s EMEBABHR - &
31 December 2014, RMB Nil (2013: RMB1,050,000) of HEBEFIETIKE - HEZF
the impaired other receivables in previous years was —mNE+—A=+—BHIFE "
recovered and reversed. BEFEAREZL(ZE—=
F - AR¥1,050,00070) 2 B
BEEAMERFED W E REE -
The Group do not hold any collateral or other credit N2 BN 4 B AR 5 EoAth FE W
enhancement over their other receivable balances. EHBAEAMNERRIEMEE
WHRTEA -
Trade and bills receivables that are not ) RBEEWERREREE
impaired
The ageing analysis of trade and bills receivables that are W R AR E R I ERE R K
neither individually nor collectively considered to be ERLEREEZERS TN
impaired are as follows: ™
The Group
KM
2014 2013
—F—@mF —F-=f
RMB’000 RMB’000
AR®TRT ARBFT
Neither past due nor impaired 7 %1 8 & K SR (E 11,312 9,030
Less than 1 month past due #8871 @& A - 3,288
1 to 3 months past due w1 2= 31E A - —
Over 3 months past due 10 B R R 31E A 1,130 —
1,130 3,288
12,442 12,318
—E-NEEFH FEEEREEERAA 163
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24. TRADE AND OTHER RECEIVABLES

(Continued)

24, BIWBERA R EMEWRIE &)

(c) Trade and bills receivables that are not

impaired (Continued)

Receivables that were neither past due nor impaired relate
to a wide range of customers for whom there was no

recent history of default.

Receivables that were past due but not impaired related
to independent customers that have a good track record
with the Group. Based on past experience, management
believed that no impairment allowance was necessary in
respect of this balance as there has not been a significant
change in credit quality and the balances are still
considered fully recoverable. The Group did not hold any
collateral over these balances.

25. CASH AND CASH EQUIVALENTS

(c)

ABEEWERARERRE

(&)

R K AR B #) R RIS K
REEP  BREREPROVER
RECE -

E 81 B3 (B = ROBUE < B Y kIR L
RAKERARFERLEZE
VEFEHR RESELER &
BEEMEEHAREEERLEEXN
28 AAB&EHNDKREST 2
2l - MBAME BESRIEL
BER R - ARBYERLFE
Biv A EERm -

25. e RBEEEEY

The Group The Company
F5E 3|
) )
2014 2013 2014 2013
~2-pmE | —T--= ~2-pmE | —T--=
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRE | ARBT | ARBTRE | ARETX
Cash and cash equivalents RekRESEFEED
— Cash at bank and in hand — R KFHEES 43,930 17,656 19,600 4,176
D —

Cash at bank earns interest at floating rates based on daily
bank deposit rates. The bank balances are deposited with

creditworthy banks with no recent history of default.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

25. CASH AND CASH EQUIVALENTS

26.

(Continued)

25. RERBESEEY @)

At the end of the reporting period, the cash and cash
equivalents of the Group denominated in RMB amounted to
approximately RMB22,172,000 (2013: RMB11,496,000). RMB
is not freely convertible into other currencies, however, under
the PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct

foreign exchange business.

TRADE AND OTHER PAYABLES

RBERR  AEBUARKESTERN
Re A EEMHNABARY
22,172,000 (ZE—=F : AR¥
11,496,0007T) - AR B H KA
PRE A B - BRE P B 2 SMNEE B
BRBIFIAEE - SERNESERTE -
REERESBERERTINEER
ZRITIEARBEHIBKHME -

26. B BRR R E LB FRIA

The Group The Company
5@ /N
) )
2014 2013 2014 2013
—Z-—ME | —E-=F | ZB—@mE | —T—=F
RMB’000 RMB’000 RMB’000 RMB’000
ARRTRE | ARETx | ARBTRE | AR
Trade payables FEfTER X 82,616 83,748 - —
Amounts due to subsidiaries = NGIE
(note 38(b)(iv)) (P 5E38(0)(iv)) - - 19,261 3,074
Amounts due to directors ENESEHRE
(note 38(b)(i) (B £:38(b) i) 974 12,113 993 911
Amounts due to non-controling ~ ERHIBA R Z
shareholders of subsidiaries FEER AR R RIE
(note 38(b)(i) (B £:38(b) i) 8,087 1,669 - —
Accrued expenses and EiHAX R
other payables H At e 5008 47,718 29,213 2,926 2,277
Payables for acquisition of property, IWEME « HEK
plant and equipment B ANE O] 221,210 215,783 - —
Financial liabilities measured at BREENAGEL
amortised cost THMERE 361,505 342,426 23,180 6,262
Deposits received from customers A& P UWERET & 14,980 13,374 = -
Other taxes payables H A IE 3,578 1,363 541 543
380,063 357,163 23,721 6,805
D — | S —
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26. TRADE AND OTHER PAYABLES (Continueq)

26. EERAK

HibEARIE @)

As of the end of the reporting period, the ageing analysis of the REER - BRI ZBRER 247 a0
trade payables, based on invoice date, is as follows: TOREERH) -
The Group
KM
2014 2013
—E—mF T— =14
RMB’000 RMB 000
AR®TTT ARET T
Within 1 month 11E A N 13,362 21,955
More than 1 month but less 11&8 A& B31E A K
than 3 months 17,260 8,570
More than 3 months but less 3{E A% E6E AN
than 6 months 9,578 20,837
More than 6 months but less 618 A& 1B12(8 AR
than 12 months 21,380 6,724
More than 12 months 1218 A& 21,036 25,662
82,616 83,748

The trade and other payables are expected to be settled or
recognised as income within one year or are repayable on

demand.
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27. BANK AND OTHER BORROWINGS

As at 31 December 2014, the bank and other loans were
repayable as follows:

27. 881

TREAMERK

n=

T—=F+_A=+—RH " EE

ENRITREMERDOT

The Group The Company
*5E X0H
) )
2014 2013 2014 2013
—Z—mE —T-=F —E—mE —T-ZF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBTT ARETT
Secured bank loans repayable: BEEFERRITER :
Within 1 year or on demand 1FRFBEREREER 33,000 22,400 - =
After 1 year but within 2 years 1F&EB2FR - 3,000 - =
33,000 25,400 - —
Unsecured other loans repayable:  7BEEEHMELME :
Within 1 year or on demand 1ERFBREREER 54,500 140,351 - 43,351
87,500 165,751 - 43,351
Less: Amount due within 1 year BmBEET
shown under current liabilities —SENHB2FIE (87,500 (162,751) - (43,351)
Amount due after 1 year shown ERBDEET—F&
under non-current liabilities B8z F0B - 3,000 - -
D — | S —
Notes: MIEE -
(a)  Secured bank loans bear interest at fixed interest rates ranging from (a) EERRITEFENTEF7.20%%

7.20% t0 9.98% (2013: 7.20% to 9.98%) per annum.

As at 31 December 2014, bank borrowing of RMB3,000,000 (2013:
RMB5,400,000) was secured by the Group’s property, plant and
equipment with carrying amount of approximately RMB24,813,000
(2013: RMB26,605,000). The remaining bank borrowings of
RMB30,000,000 (2013: RMB20,000,000) were secured by the
Group’s land use right with carrying amount of approximately
RMB1,747,000 (2013: RMB1,786,000); personal guarantee
provided by Mr. Wang; and the pledge of certain plant and equipment
of #15 (BH58) Hak TI2M BB IR A 7] (transliterated as Nopin (Xian
Country) Engineering Material & Machinery Co., Ltd.) (“Nopin
Engineering”). Nopin Engineering is a company owned by Mr. Wang.

“E-OFFH PEEEREEERQT

9.98% (—Z— =14 : 7.20%%9.98%)
ZEEFERFE -

R-E—FE+=-A=+—0 - Ri7E
FARMES,000,000 L (ZE—=4F : A
R#5,400,0007T) A AEBEREBELN A
AR®24,813,0000T (ZZE—=F : A
R®26,605,00070) 2 ¥ - #eEE K&
BEER - HBBITERARE
30,000,000 T (ZZE—=4F : AR¥
20,000,0007T) WA BEREELN A
AREE1,747,000C (ZE—=5F : AR
#£1,786,0007T) By L0 (B FAME : FoE4E
REMEAER  RAEE BB W
TRMEERAR ([FHE]D 28 T

BABIERER - BEATEEEERZ

NCIRG
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27. BANK AND OTHER BORROWINGS
(Continued)

168

Notes: (Continued)

(o)

Included in unsecured other loans of the Group of RMB54,500,000
(2013: RMB77,000,000) as at 31 December 2014 represent loans
due to non-controlling shareholders of PRC subsidiaries of the Group
and bear interest at fixed rates ranging from 7.12% to 11.50% (2013:
5.69% to 11.50%) per annum.

The other unsecured loans of the Group of approximately
RMB63,351,000 as at 31 December 2013 bear interest at fixed
rates ranging from 15% to 36% per annum.
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R-E—mWFE+-A=+—8  K&E
2 R IR A M B A R #554,500,0007T
(ZZ—=% : AR¥77,000,0007T) £
FE A AN 55 ) B B B A I FE R R AR R
ZER BN TEF7A2%E11.50%
(ZZT— =% : 5.69%%ZE11.50%) 2 [&
TEMEER ©

RZB—=%F+-A=+—8  K&H
KT E R4 A AREK63,351,000
RN FEBE15%E36% 2 BEFE
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28. OBLIGATIONS UNDER FINANCE LEASES 28. @i & H A& E

At 31 December 2014, the Group had obligations under finance
leases repayable as follows:

R-ZEE—NME+-_A=+—01 ' K&
BEA AT EERM AR E L EE

The Group
350
2014 2013
—2-mF —F-z=%
Present Present
value of value of
the Total the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
REHS REHS REMEE REME
fIREBE fTR&EE | IFNHE ez
RMB’000 RMB’000 RMB’000 RMB’'000
ARBTRE AER®TRET | ARBTT ARETR
Within 1 year 1R 29,145 30,935 33,106 38,868
After 1 year but within 2 years 1F&E2FER 1,255 1,267 29,145 30,935
After 2 years but within 5 years 26 & B5F R - - 1,255 1,267
30,400 32,202 63,506 71,070
Less: Total future interest expenses  J&l = & & &
B (1,802) (7,564)
Present value of lease obligations T #)&E R E 30,400 63,506

(.

J

The Group leases certain equipment for its operations under
the finance lease arrangements as detailed in note 20. These
leases are classified as finance leases and have remaining lease
terms ranging from 1 to 13 (2013: 1 to 25) months.

AEEREREROLTHEERE TR
HRAREREE  FBEHRWE20-
ZEMODISERBMEMRY - FspHE
AN T1EAZEIEAR (ZE—=F:
1-25f@ A) 2 f o
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29. PROVISION 29. &5
The Group
x*5E

2014 2013

—E—mMF = =
RMB’000 RMB’000
AR®TT AREFT
At 1 January n—H—H 3,430 2,507
Provision for the year F R 2,619 1,950
Amount utilised for the year FANEA A (1,503) (1,027)
At 31 December W+=—A=+—H 4,546 3,430

170

The provision for production safety has been determined by
the directors to meet the production safety standards.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

30. INCOME TAX IN THE CONSOLIDATED 30. REMBMRRERAZMEH
STATEMENT OF FINANCIAL POSITION

(a) Current income tax recognised in the consolidated (@) FREMBARRKRARER 2 BIEFR
statement of financial position and the movements during BREEFAESHET

the year is as follows:

The Group The Company
F5E /NG|
2014 2013 2014 2013
“E—mE | —T--F| ZB-WE | —T—=F
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRE | ARET | ARBTRE | ARETR
PRC EIT MERXRFR
At 1 January R—A—A (11,671) (22,253) (26) (42)
Provision for the year REFEE (747) (424) (25) (244)
Under-provision in respect of @ FE EE T2
prior years (540) (27) - (13)
EIT paid for the year AEFCHNEE
gt 12,057 11,033 51 273
At 31 December R+=ZA=+—H (901) (11,671) - (26)
Income tax recoverable RIFE B BMRAERA
recognised in the fE 3R 2 ] Bl B
consolidated statement Bt
of financial position 2,000 2,000 - —
Income tax payable N =N
recognised in the B ENA
consolidated/Company BRZEMNEH
statement of financial position (2,901) (13,671) - (26)
Net tax payable FENTRIRF R (901) (11,671) - (26)

R
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30. INCOME TAX IN THE CONSOLIDATED 30. REMBMRRRAZAESB

STATEMENT OF FINANCIAL POSITION (%)
(Continued)
(b) Deferred tax assets and liabilities b) ERRELEBEEERAE
recognised
The Group rEE
The components of deferred tax assets/(liabilities) FRE BN R P ERAIRER
recognised in the consolidated statement of financial BEE/ (BR) 2B RERTE
position and the movements during the year are as follows: NEE B H T AT
Fair value
adjustment on

Fair value prepaid lease  Fair value
adjustment payments for  adjustment

on property  land under on
plant and operating intangible  Withholding
equipment leases assets tax Others Total
#BENT

hiE BE il
Rixfiz etz EPREZ
ATERE  ATEEE  AFERE wR Rt #it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AEBTR ARRTR ARRTR ARBTR ARRTR AERRTR

At 1 January 2013 RoE-=%-f-F 114 (654) (91,307) (2,804) (1,152) (95,803)
Credited/(charged) to profit or loss A/ (BB ER 4 14 13,810 (641) 356 13,543
At 31 December 2013 and \:2 “#+ZA=1+-Bk

1 January 2014 —Z-NF-F-A 118 (640) (77,497) (3,445) (796) (82,260)
Credited/(charged) to profit or loss EU\/ nhe) Bx (108) 11 42,082 (2,651) 277 39,611
At 31 December 2014 RZE-mE+ZA=+-A 10 (629) (35,415) (6,096) (519) (42,649)
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30. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(b) Deferred tax assets and liabilities
recognised (Continued)

The Group (Continued)
The following is the analysis of the deferred tax balances

SHFER=A=1F—HIEFE

30. REMBMRR XA ZEHR

(%)

b)) EREIREEHEEERAEE

(&)
NEE (&)

TOI BB 5 S 5 AR

for financial reporting purposes: HEESROT :
2014 2013
—E—pmF —F—=
RMB’000 RMB’000
AR®TR ARETF T
Deferred tax assets Rir& BRI ER
recognised in the BRZELEHIBEE
consolidated statement
of financial position 88 141
Deferred tax liabilities RérE BRI R A
recognised in the RZIBEERIBEAE
consolidated statement
of financial position (42,737) (82,401)
(42,649) (82,260)
I —
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30. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

(b) Deferred tax assets and liabilities
recognised (Continued)

The Company

The components of deferred tax liabilities recognised in
the statement of financial position and the movements
during the year are as follows:

30. &8
(&)

(b)

BBRRRAZFAER

CHRAELESEEERER
(&)

ZNNE
IR FEAR LR AR BV IR FE 7 IR
BESORERFANESHT
(N

Withholding tax

ki
RMB’000
AR®TR
At 1 January 2013 R-E—=F—H—H (2,548)
Charged to profit and loss BB 1k (641)
At 31 December 2013 and R-ZE—=F+-_A=+—HEK
1 January 2014 —E—mF¥E—H—H (3,189)
Credited to profit and loss 5t A% 2,256
At 31 December 2014 w-E—mMFE+-_R=+—H (933)
(c) Deferred tax assets not recognised ) HABRAZELEHEBEEE

At 31 December 2014, the Group has not recognised
deferred tax assets in respect of estimated cumulative
tax losses carried forward of approximately RMB56 million
is due to expire within 1 to 5 years under the current tax
legislation for offsetting against future taxable profits of
the Group in which the losses arise. The cumulative tax
losses have not been recognised as a deferred tax asset
as it is not probable that future taxable profits against
which the losses can be utilised will be available in the
relevant tax jurisdiction and entity.
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For the year ended 31 December 2014 B2 —E—IF+_A=1+—HILFE

31. CAPITAL AND RESERVES

(@) The reconciliation between the opening and closing
balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes
in equity. Details of the changes in the Company’s
individual components of equity between the beginning
and the end of the year are set out below:

Share  Translation
premium reserve
BiHEE BARE

RMB'000 RMB’000
AEBTT ARBTR

1. EX R #E

(@) AEEHFSEaSEARBHR
FURFRERZHRIHANEGS
RDEFRA - NABER
ARE R EN R FR 2 BB
BT

//

Share  Convertible

Contributed option bonds Accumulated
surplus reserve reserve losses Total
MhRES
RRER RBRERE 14 RHER #n

RMB'000 RMB’000 RME’000 RMB’000 RMB’000
AEBTT ARRTR AERTRT ARBTR ARRTR

Balance at 1 January 2013 RZE-=F
-B-B744 878,366 766 - 0763 241200 (169722 981,382
Loss for the year rERER - - - - - (287,879)  (287,879)
Other comprehensive expense rEEERZERY
for the year - (1,704) - - - - (1,704)
Total comprehensive expense TFE2ERY AR
for the year - (1,704) - - ~ eTery (289589
Issue of new shares Bl ol
— Share placement - BihRE 77,454 - - - - - 77,454
— Conversion of convertible bonds - BRAARES 281,931 - - - (241,209) - (9,278)
Transaction costs attributable to BINRAEERZHE
issue of new shares (2,830) - - - - - (2,830)
Equity-settled share- based payments ~ IABRIELEE RGN B
S - - - 592 - - 592
Lapse of share options BRELK - - - (506) - 506 -
Balance at 31 December 2013 RZE-=
and 1 January 2014 TZR=+-8k
—Z-mE-A-A
L 1,184,921 (938) - 30,849 - (457,095) 757,737
Loss for the year KEEER - - - - ~ (48655  (348655)
Other comprehensive expense for the year 2 E i 2R % - (1623) - - - - (1,629)
Total comprehensive expense for the year AFE2ARL AR - (1623) - - - (348,655) (350,278)
Issue of new shares ?‘ﬂ%ﬁ i
— Share placement and subscription RORERZE 159,624 - - - - - 159,624
— Open Offer PREE \ 74,769 - - - - - 74,769
Transaction costs attributable to ?é‘ﬁ%ﬁﬂ%ﬂ%fﬁ RHMA
issue of new shares (3,720) - - - - - (8,720)
Capital Reorganisation BAEA (1,312,743) - 1,384,005 - - - 71,262
Transfer g - - (799,167) - - 799,167 -
Balance at 31 December 2014 RZZ-M%
TZA=T—-Rz#&E 102,851 (2,561) 584,838 30,849 - (6,583) 709,394
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31. CAPITAL AND RESERVES (Continueq)

176

(a)

(b)

(Continued)

Note:

3. EXKfHEE @

Pursuant to the special resolution passed by the shareholders at
the extraordinary general meeting of the Company held on 9 April
2014, the Company approved to cancel the share premium account
and transfer credits arising from such cancellation to the contributed

surplus account of the Company.

Authorised and issued share capital

(a)

(b)

(%)
P

REARNBR B —FMANEET
ZIRRFRIRNE LRBHFRIARESR
AATEHAZHERDHER - WiKE
FAEMEL C ERBEEBEARE 2
BHARK -

EEREBITRA

The Group and the Company

FREARFLT
2014 2013
—2-mE —E—=F
Number Number
of shares Amount of shares Amount
Bir®E &8 B g8 8
000 RMB’000 '000 RMB’000
T AR%TR TR ARBTE
Authorised ordinary shares SR EEO0.01E T2
of HK$0.01 each: AT BB
At 1 January KR—H—H 20,000,000 174,064 10,000,000 94,610
Increase in authorised share &A% E IR AR
capital (note (i) (B () - — | 10,000,000 79,454
20,000,000 174,064 20,000,000 174,064
Issued and fully paid BEITRERE
— Ordinary shares of — BREE
HK$0.01 each: 0.01 BTz LR
At 1 January Bn—HA—H 5,461,736 47,333 3,942,505 34,828
Issue of shares by share BARNEE
placement (note (i) TR (25 ) 880,000 6,024 400,000 3,207
Issue of shares upon pERBnkES
conversion of convertible  ZE1TRRD (KT3E(v)
bonds (note (iv)) - - 1,119,231 9,278
Open Offer (note (i) NREE (M) 3,170,868 24,923 — —
Capital Reorganisation R A E 4 (B 5 (i)
(note (ii) (8,561,344) (71,262) - -
Issue of shares by share BRRMHBERITRG
subscription (note (ii)) GiEA0) 190,220 1,514 — —
At 31 December R+-—A=+—H 1,141,480 9,432 5,461,736 47,333

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok Y 205 e B
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31. CAPITAL AND RESERVES (Continueq)

(b) Authorised and issued share capital
(Continued)

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and entitled to
one vote per share at meetings of the Company. All
ordinary shares rank equally with regard to the Company’s
residual assets.

(i) Increase in authorised share capital
Year ended 31 December 2013

Pursuant to a special resolution passed by the
shareholders of the Company at the extraordinary
general meeting held on 18 June 2013, the Company’s
authorised ordinary share capital was increased from
HK$100,000,000 to HK$200,000,000 (equivalent to
approximately RMB174,064,000) by the creation of in
additional 10,000,000,000 ordinary shares of HK$0.01
each, ranking pari passu with the existing ordinary
shares of the Company in all respects.

(ii) Issue of ordinary shares
Year ended 31 December 2013

— On 9 April 2013, the Company allotted and
issued a total of 400,000,000 ordinary shares
of HK$0.01 each in the capital of the Company
at a placing price of HK$0.25 per placing share
by way of placement to independent investors.
The net proceeds from the placing amounted
to approximately HK$96,492,000 (equivalent
to approximately RMB77,851,000).

3. EXKfHEE @
(b) EEREBRITRE (@)

TRARFAEAGRESTREIR
ZEBERARREZLZRE
B—RZREE - B EBRY
ARRZHBEEDZHREE

o

B

0 3E E IR AR
BE-_T—=F+-A=
+—BIFE

—_
~

BERAARBRER =T —=
FRATNBRITZRER
RIREBBAFRIRER -
RARZEELBBRASBH
4 2% 584/ 10,000,000,000
KEREEC.OIB T LR
A% i1 100,000,000 7T Hn
Z200,000,000/ 7T (FHE KA
AR H#174,064,0007T)
ZERMES HEHEARRAR]
RELERARSHA -

(i) BITEBER
HE—Z—=%F+-AR=
+—BHIEFE

— R-E—=FmAANA K

NE)BBRABLIEERE
ZAR - AZREERD
0.25% 7T 2 (BRRBL 3 R 31T
A $£400,000,000/% A8 2 7]
EARPEFREEC.ONETTZ
Bk - BRE S RIE T
#17/596,492,00078 7T (A&
R ANRET77,851,000
JT) °
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31. CAPITAL AND RESERVES (Continueq)

178

(b) Authorised and issued share capital
(Continued)

Issue of ordinary shares (Continued)
Year ended 31 December 2014 and prior to the
Share Consolidation set out in note (iii) below

On 20 December 2013, Mr. Wang and the
placing agent entered into a placing
agreement, and the Company and Mr. Wang
entered into the subscription agreement,
pursuant to which (i) the placing agent has
agreed to place, on behalf of Mr. Wang and on
a best effort basis, an aggregate of up to
880,000,000 existing shares (beneficially
owned by Mr. Wang) to not less than six
placees at the placing price of HK$0.092 per
placing share; and (ii) Mr. Wang has
conditionally agreed to subscribe for, and the
Company has conditionally agreed to issue and
allot, the subscription shares at the
subscription price of HK$0.092 per
subscription share.

The placing was completed on 30 December
2013 in accordance with the placing
agreement. An aggregate of 880,000,000
placing shares have been successfully placed
to not less than six placees who are
independent third parties, at the placing price
of HK$0.092 per placing share.
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31. CAPITAL AND RESERVES (Continueq) 3. EX R )

(b) Authorised and issued share capital b ZERSEITRAE (&)
(Continued)
(i) Issue of ordinary shares (Continued) (i) EBTEZBER (B)

BE_ZT—NF+_-_A=
+—HIFERBRDEGH
AT (HR T M e Gii) (&)

Year ended 31 December 2014 and prior to the
Share Consolidation set out in note (iii) below
(Continued)

On 3 January 2014, 880,000,000 subscription
shares were allotted and issued to Mr. Wang
at the subscription price of HK$0.092 per
subscription share pursuant to the subscription
agreement dated 20 December 2013. The net
proceeds from the subscription are
approximately HK$79,658,000 (equivalent to
approximately RMB62,707,000).

An aggregate of 3,170,867,896 shares of the
Company were alloted on 6 February 2014
pursuant to an open offer of 3,170,867,896
new shares of HK$0.01 each on the basis of
one offer share for every two existing shares
held on the record date at the open offer price
of HK$0.04 per offer share (“Open Offer”). The
net proceeds from the open offer are
approximately HK$123,405,000 (equivalent to
approximately RMB97,160,000).

R-ZFE—NWF—H=
H BEREBREAE=
T-=F+ZH=+
Bz REWHZE KRR
BEESRRBRNH
0.002& T Ac 3% 2 3897
880,000,0000% 728 A%
MFEhE - RES
BB REFEY
579,658,000/ 7T (#8
E R H ARK
62,707,0007T) °

—  ARRER-ZE—NF
Z ANAREN
HESHAEmMRKRESR
Rt s —AREE R,
CEERNFAEER
SIEBERD0.045 T
AEABE ([AFAEE]D
3,170,867,8960% =A% H
B0.01B T 2 ¥ D -
fid#:4 ££3,170,867,896
AR D T « AFIE
EZFSRIBFROA
123,405,000/ ¢ (FHE
4N R #97,160,000

Jo) °
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31. CAPITAL AND RESERVES (Continueq)

180

(b) Authorised and issued share capital

(Continued)

(ii)

Issue of ordinary shares (Continued)

Year ended 31 December 2014 and after the
Share Consolidation set out in note (iii) below
(Continued)

On 15 April 2014, the Company and Kingsway
Financial Services Group Limited (the
“Arranger”) entered into an arranger agreement
(the “Arranger Agreement”) pursuant to which
the Company conditionally agrees to appoint
the Arranger as the sole arranger during the
period from the date of Arranger Agreement
up to the date of completion or 14 May 2014
(whichever is earlier) to procure, on a best effort
basis, investors to subscribe for the 10%
unsecured and unlisted fixed rate notes (the
“Notes”) for an aggregate principal amount of
up to HK$51 million at the issue price of 100%
of the principal amount of the Notes (the “Notes
Issue”). Upon successful procurement of the
investors by the Arranger, a subscription
agreement will be entered into between the
Company as issuer and each investor as
subscriber in respect of the Notes Issue. The
Company proceeded with the Notes Issue and
on 16 April 2014, entered into the subscription
agreement with each of the subscribers of the
Notes in respect of the Notes Issue.
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31. CAPITAL AND RESERVES (Continueq)

Aok Y 205 e B

SHFER=A=1F—HIEFE

3. EXKfHEE @

(b) Authorised and issued share capital
(Continued)

(ii)

Issue of ordinary shares (Continued)

Year ended 31 December 2014 and after the
Share Consolidation set out in note (iii) below
(Continued)

(b)

EEREBITRA (8)

(ii)

BROTEER (B

BE-T-mEt+-A=
+— AL FERRHA 4

1% (FR T SCBT (i)

On 15 May 2014, the Company and the
subscribers (being also the subscribers of the
Notes in the aforesaid Arranger Agreement, the
“Subscribers”)) entered into separate and
independent subscription agreements (the
“Subscription Agreements”), pursuant to
which, the Subscribers have conditionally
agreed to subscribe for and the Company has
conditionally agreed to allot and issue and
aggregate of 190,220,000 subscription shares
at a price of HK$0.305 per subscription share
under the general mandate.

On 22 May 2014, due to an inadvertent mistake
relating to the calculation of subscription price,
the Company and the Subscribers entered into
separate and independent supplemental deeds
to the Subscription Agreements (the
“Supplemental Deeds”) pursuant to which, the
previous subscription price was amended to
HK$0.311.

RZFE—NFRAT
hH - ARRHERE
ANREAl - TRLE
MEHABEAZE
u/uﬁﬁj\) uT_L1./D]|
BYREWZ ([REBE
el - TFIH: R
ABGHRERE
A2 7 Bl B &4 [
BERE M ERE
k % 17 & #H#
190 220,000/% 7R B A%

- EBRAEBRRE
HXT]J 0.305% 7T ©

RZE—NFRAZ
+ZH BRFER
BEREREZELZ
K AQEEBEA
AN RIE W= 2 &R
RBIHTZE ([H#
FEE]) B %k
AR EEF] /0.311
/’%TE °
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31. CAPITAL AND RESERVES (Continueq) 3. EXRf#E )

(b) Authorised and issued share capital b ZERSEITRE (&)
(Continued)
(i) Issue of ordinary shares (Continued) (i) BOZER (&)
Year ended 31 December 2014 and after the HE_T—NE+_H=
Share Consolidation set out in note (iii) below +—HILFERRKRMDE G
(Continued) 1% (FR T SCBT k(i)

182

Net proceed from the subscription of
190,220,000 subscription shares at a price of
HK$0.311 each amounted to approximately
HK$58,858,000. The consideration from
issuing the 190,220,000 subscription shares
to the Subscribers was settled by (i) received
cash settlement of approximately
RMB6,492,000 (equivalent to approximately
HK$8,158,000) from the Subscribers; and (ii)
the Company extinguished the Notes with an
aggregate principal amount of HK$51 million.
During the year ended 31 December 2014, the
Company recognised a loss on extinguishment
of financial liability of approximately
RMB57,024,000 in the consolidated statement
of profit or loss for the year ended 31
December 2014 as a result of the above debt
equity swap.
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31. CAPITAL AND RESERVES (Continueq)

(b) Authorised and issued share capital
(Continued)

(iii)

Capital Reorganisation

On 3 March 2014, the board of directors proposed
a capital reorganisation to reorganise the share
capital of the Company by (i) consolidation of every
10 issued existing shares into one issued
consolidated share (“Share Consolidation”); and (i)
capital reduction of the issued share capital of the
Company through a cancellation of the paid-up
capital of the Company to the extent of HK$0.09 on
each of the issued consolidated shares such that
the nominal value of each issued consolidated share
will be reduced from HK$0.10 to HK$0.01 (“Capital
Reduction”) (together referred to as the “Capital
Reorganisation”). The credit arising in the books of
the Company from the cancellation of any fraction
in the issued share capital of the Company arising
from the Share Consolidation; and the reduction of
the paid-up capital of the Company will be credited
to the contributed surplus account of the Company.

The Capital Reorganisation was approved by
shareholders at a special general meeting of the
Company held on 9 April 2014 and became effective
on 12 May 2014. Every 10 existing issued shares of
HK$0.01 each are consolidated into 1 issued
consolidated share of HK$0.10 and paid-up capital
of the Company is reduced to the extent of HK$0.09
on each of the issued consolidated shares such that
the nominal value of each issued consolidated share
is reduced from HK$0.10 to HK$0.01. Immediately
following the Capital Reorganisation, the authorised
share capital of the Company is HK$200,000,000
divided into 20,000,000,000 shares of HK$0.01
each, of which 951,260,368 shares of HK$0.01 each
are in issue.
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(b)

(iii)
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31. CAPITAL AND RESERVES (Continueq)

184

(b) Authorised and issued share capital
(Continued)

(iv) Conversion of convertible bonds

During the year ended 31 December 2013, the
convertible bonds with aggregate principal amounts
of HK$291,000,000 were converted into the
Company’s ordinary shares at a conversion price of
HK$0.26 per share. As a result of the conversion,
1,119,230,769 ordinary shares of the Company were
issued.

(c) Nature and purpose of reserves

(i

General reserve

According to the relevant laws and regulations in
the PRC, each of the PRC subsidiaries is required
to appropriate at least 10% of its after-tax profit (after
offsetting prior years’ losses), based on the PRC
statutory financial statements prepared in
accordance with the generally accepted accounting
principles (“GAAP”) and financial regulations
applicable to PRC enterprises, to the general reserve
until the balance of the fund reaches 50% of the
PRC subsidiary’s registered capital. Thereafter, any
further appropriation can be made at the directors’
discretion.

The general reserve fund can be utilised to offset
the prior years’ losses, or be utilised to increase the
capital on the condition that the general reserve shall
be maintained at a minimum of 25% of the registered
capital after such increase.
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31. CAPITAL AND RESERVES (Continueq)

(c) Nature and purpose of reserves (Continued)

(ii)

(iii)

(iv)

Share options reserve

The share options reserve comprises the portion of
the grant date fair value of unexercised share options
granted to executive directors, employees and
consultants of the Group that has been recognised
in accordance with the accounting policy adopted
for share-based payments in note 2(q)(ii).

Translation reserve

The translation reserve comprises all foreign
exchange differences arising from the translation of
the financial statements of foreign operations. The
reserve is dealt with in accordance with the
accounting policy set out in note 2(u).

Convertible bonds reserve

The convertible bonds reserve represents the value
of unexercised equity component of convertible
bonds issued by the Company. The reserve is dealt
with in accordance with the accounting policy set
out in note 2(m).

3. ERRMEE @
) REEZHERBHN @

(ii)

(iii)

(iv)

“E-OFFH PEEEREEERQT

BREMRE

BREFEEERTASE
HITES - BEERBEMAR
TTREBREN R AHAF
&R D - &AM ERIBEMEE
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31. CAPITAL AND RESERVES (Continueq)

186

(d) Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and
to maintain an optimal capital structure to reduce the cost
of capital.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholders returns that might be possible with
higher levels of borrowings afforded by a sound capital
position, and makes adjustments to the capital structure
in light of changes in economic conditions. In order to
maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, issue
new shares or sell assets to reduce debt.

The Group monitors its capital structure on the basis of
total debt to equity. Total debt comprises the Group’s bank
and other borrowings and obligations under finance leases
as shown in the consolidated statement of financial
position. Equity comprises equity attributable to equity
shareholders of the Company as shown in the
consolidated statement of financial position.
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3. EX R #FE @)

d) EXEE (&)

31. CAPITAL AND RESERVES (continued)
(d) Capital management (Continued)

RE—NER-_T—=F+—
A=Z+t—HzRa@dyEasm

The total debt to equity as at 31 December 2014 and
2013 are as follows:

T -

2014 2013
~—2—QmFE —E-=F
Notes RMB’000 RMB’000
B 5E AR®TR ARBTT
Bank and other borrowings  $R17 I E fib (& X 27 87,500 165,751
Obligations under finance Bl & fl 4 # &
leases 28 30,400 63,506
Total debt FCY=Ery 117,900 229,257
Equity attributable to equity AR B4z A% R E(G =
shareholders of
the Company 728,722 805,427
Total debt to equity BEEHER 16.18% 28.46%
~—
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32. EQUITY SETTLED SHARE-BASED N.UBRELZELUROGAERZ
TRANSACTIONS RS
The Company’s share option scheme (the “Scheme”) was RArHBIRER 8 ([5%ETEl) IR
adopted pursuant to an ordinary resolution passed by the BARRBRER=_ZE—FHA+N
shareholders of the Company at the extraordinary general BRIHBRREFAS LRALER
meeting held on 18 May 2011 and will remain in force for a BERRM - UKRTFHEARES
period of 10 years. The purpose of the Scheme is to attract W ZETEIMBMERSI REBES
and retain the best available personnel, to provide additional AE  MASEENEE (2B KR
incentive to employees (full-time and part-time), directors, ) - =% - AR RERRERREN
consultants and advisers of the Group and to promote the HRE - WIRERKEZEBZKD -

success of the business of the Group.

(@) The terms and conditions of the grants are as follows: (@ BEERREGHOT -
Number Contractual
of options Vesting conditions life of options
MEERE BEGH BRESHEN
Options granted:
EREBRE
30 May 2011 27,957,078" Vest immediately 10 years
—Z——FRA=T1H IEHE T4
30 May 2011 5,596,092* 50% are exercisable at any time after the expiry 10 years

of 1 year from the date of grant up to 2 years from
the date of grant; and 100% are exercisable at any
time after the expiry of 2 years from the date of grant
up to 10 years from the date of offer.
“E-—fnA=1H 50%A X it BB EERIE 2 T
Rt BB o BRI BE RS 1T
R100%AI A i A B SR 2
EHABRRI0F RHEBERTE -

Total share options
granted
ERLERERE 33,553,170*
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32. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b)

The number and weighted average exercise prices of
share options are as follows:

The following table discloses movements in the
Company’s share options under the Scheme during the

2. UREEEURGAER

X5 (#)

(b) FBREZEE RINETEHTEE
mT -

TREBEHRE_E—MF+=A
=+—BULFEHHEET 24

year ended 31 December 2014: NEEBRESE
Number
Period during of share

which share Exercise  Outstanding options Exercised Lapsed  Outstanding

options are price per  at1January granted during during during at 31 December
Date of grant exercisable share 2014 the year the year the year 2014

RZZ-ME
RZE-mE EhRH +ZR=+-B
BHAM RRETTES BROGR -A-DXE <HEERA FRETHE ERBAN KT
HK$
&
30/5/2011 30/6/2011-29/5/2021 38107 27,632,328" - - - 27,632,328"
30/5/2011 30/6/2012-29/5/2013 3.810° 2,243,373 - - - 2,243,373
30/5/2011 30/6/2013-29/5/2021 38107 2,243,373 - - - 2,243,373
32,119,074 - - - 32,119,074
Exercisable at the end of year
RERAFE 32,119,074
Weighted average exercise price (HK$)
METSTEE (B7) 3810° - - - 3810
ZE-NFEFHR PEEEREERRLF 189
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32. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(b) The number and weighted average exercise prices of
share options are as follows: (Continued)

The following table discloses movements in the
Company’s share options under the Scheme during the

2. UREEEURGAER 2

X5 #)

(b) FEREZEB KINEFHITEE
wr (&)

TREBEHZE _T—=F1+_H
=T BUEFEZAEETZA

year ended 31 December 2013: NEERESE
Number of
Period during Exercise Qutstanding ~ share options Exercised Lapsed Qutstanding
which share price at1January  granted during during during  at 31 December
Date of grant options are exercisable per share 2013 the year the year the year 2013
WZE-=%
A28 ERRLz +ZA=+-H
RIS EREITESR  BRORE -A- E*hﬁ BREZR ERETR  FRBAN ~TR
HKS$
BT
30/5/2011 30/5/2011 — 29/5/2021 3.810° 27,957,078" - - (324,750)" 27,632,328"
30/5/2011 30/6/2012 — 29/6/2013 38107 2,203,378 - - - 2,203,378
30/5/2011 30/6/2013 — 29/5/2021 38107 2,203,378 - - - 2,203,378
32,443 824" - - (324,750)" 32,119,074"

Exercisable at the end of year

RERATE

Weighted average exercise price (HK$)

MEFHTEE (BT) 3810

32,119,074

- - 3.810° 3.810°

During the year ended 31 December 2014, no new share
options were granted to eligible participants under the
Scheme (2013: Nil).

No share options were exercised during the years ended
31 December 2013 and 2014.

The options outstanding at 31 December 2014 had an
exercise price of HK$3.810* (2013: HK$3.810*) and a
weighted average remaining contractual life of 6.4 (2013:
7.4) years.
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32. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(b)

The number and weighted average exercise prices of
share options are as follows: (Continued)

The fair values of the share options granted to employees
amounted to Nil (2013: RMB394,000) has been
recognised as an expense in the consolidated statement
of profit or loss for the year ended 31 December 2014.

* The exercise price and number of share options was adjusted
as a result of the Share Consolidation and Open Offer of the
Company during the year as set out in note 31(b).

Fair value of share options granted to consultants

The Company measures the fair value of share options
granted to consultants by reference to the fair values of
services rendered. During the year ended 31 December
2014, no share option expenses was recognised in the
consolidated statement of profit or loss.

During the year end 31 December 2013, share option
expense of approximately RMB198,000 was recognised
in relation to share options granted to consultants, of
which approximately RMB24,000 has been recognised
as an expense in the consolidated statement of profit or
loss for the year ended 31 December 2013 and
approximately RMB174,000 has been recognised as other
prepayments in the consolidated statement of financial
position at 31 December 2013.

%"’Eﬁ%ﬁi’éﬁi*

SHFER=A=1F—HIEFE

2. UREEEURGAER

X2 #®)

(b) BEREZ BB K INEFHITER
WM ()
ﬁ%ﬁ%m%%%Z“iﬁéﬁ
HBARBET(CT—=F: A
E%wamwm*amai:g
—E+-_A=+—HIEFEZ
GABRRANERA—HEMAY -

* (B B 2B B EE31(b)
Atz AR BFRRGE G R
FEEAMAE

BT AR ERE AT E
RRATSERRERE 2 A FE
AERTHRABRRBREZQ
FE -BEZZ—OF+_A=
+*E¢$F'iﬁ%%%%§
RiFEBRERAER -

HEZZT—=F+=-A=+—H
IEFE - ERERE THAEM
MEREERERERIOABA
R #198,0007T * HFHARK
24,000t ERBE_ZT—=F1
A=+ —RHIEFEZHEAER

RANBRA—IERY  WARE
174,000 B ER S —=F+
A=t -HZEABRRAR

MR REAM IR KR -
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

DEFINED CONTRIBUTION RETIREMENT
PLAN

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF Scheme,
the employer and its employees are each required to make
contributions to the MPF Scheme at 5% of the employee’s
relevant income, subject to a cap of monthly relevant income
of HK$30,000 (starting from June 2014). Contributions to the
MPF Scheme vest immediately.

The Company’s subsidiaries established in the PRC participate
in a mandatory central pension scheme organised by the PRC
Government for certain of its employees, the assets of which
are held separately from those of the Group. Contributions
made are based on a percentage of the eligible employees’
salaries and are charged to profit or loss as they become
payable in accordance with the rules of the scheme. The
employer’s contributions vest fully once they are made.

Under the above schemes, retirement benefits of existing and
retired employees are payable by the relevant scheme
administrators and the Group has no further obligations beyond
the annual contributions.

The aggregate amounts of employer’s contributions by the
Group in respect of retirement benefits scheme dealt with in
profit or loss for the year are disclosed in note 7(a) to these
consolidated financial statements.

The Group does not have any other pension schemes for its
employees in respect of the subsidiaries outside Hong Kong
and the PRC. In the opinion of the directors of the Company,
the Group did not have any significant contingent liabilities as
at 31 December 2014 in respect of the retirement of its
employees (2013: Nil).
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34. FINANCIAL INSTRUMENTS BY

34. €T ESHE

CATEGORY
The carrying amounts of each of the categories of financial AEBRREHRANEEeMIAY
instruments of the Group as at the end of the reporting period BREEMT -
are as follows:
The Group
xKMH
2014 2013
—E2—pmE —E—=%F
RMB’000 RMB’000
AR®TR ARETFT
Financial assets EMEE
Financial assets at fair value BEAFERAER
through profit or loss ZERmEE
Held for trading BIEER 200 200
Loans and receivables B3 FEWGRIE
Trade and other receivables JE W BR 3 N H b fE W ER IR 41,854 32,268
Cash and cash equivalents HekAReEEY 43,930 17,656
Financial liabilities SMRAR
At amortised cost LA 85K AR 7)) BR
Trade and other payables JE 1< BR 3k K B At JE < 5RIE 361,505 342,426
Bank and other borrowings HRIT R HMER 87,500 165,751
Obligation under finance leases B & & & & 30,400 63,506
~—
—E-NEEFH FEEEREEERAA 193
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34. FINANCIAL INSTRUMENTS BY 34. TR T EDE @)
CATEGORY (Continued)
The carrying amounts of each of the categories of financial RARARRMEMHRNEEEMIAY
instruments of the Company as at the end of the reporting FREEMT -

period are as follows:

The Company

EAT
2014 2013
—E2—pmE —_F—=
RMB’000 RMB’000
AR®TT AREEFIT
Financial assets EMEE
Loans and receivables BER & ERGTE
Trade and other receivables JRE L BR 3k e LA i W SR TR 303,885 227,012
Cash and cash equivalents RekReEED 19,600 4176
Financial liabilities EMERE
At amortised cost LA $5 AR 7R %1 BR
Trade and other payables JE A BR SR % H Ath FE A5 5RIB 23,180 6,262
Other borrowing HE gk - 43,351
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35. FINANCIAL RISK MANAGEMENT AND

FAIR VALUES OF FINANCIAL
INSTRUMENTS

The Group’s major financial instruments include financial assets
at fair value through profit or loss, trade and other receivables,
cash and cash equivalents, trade and other payables, bank
and other borrowings and obligations under finance leases.
Details of the financial instruments are disclosed in the
respective notes. The risks associated with these financial
instruments include credit risk, liquidity risk, interest rate risk,
currency risk and other price risk arises in the normal course of
the Group’s business. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner. There has been
no change to the types of the Group’s exposure in respect of
financial instruments or the manner in which it manages and
measures the risks.

(a) Credit risk

()  As at 31 December 2014, the Group’s and the
Company’s maximum exposure to credit risk is
represented by the carrying amount of each financial
asset in the consolidated and company statements
of financial position after deducting any impairment
allowance.

/5. TMTACHBEBREER

AVE

REBEZTEZopTARTERATE
FAABHEZEREE BUERIEE
fEWHRIE - Re KRS FEY &
 BR R R EL At FE AN FRIR - SRTT R HoAh
EFARBERERE - @RMITAZ
HBERESEMENE - %2F2RT
AZHARRERAKEEREERR
BRETELZEERR  RBESE
@ MERER  ERERNEMER
Rk EREERREANZEFRAR -
AREREENRBEREEZ EMER -
AEEBEHeRTIAZARAISH
EENAERR TALEES -

@) EERR

() RZE—WF+-A=1+—
B AEERARFZ&EA
SERKRALRE RARMG
MRAKRAZES B E EL
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g -
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35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Bb.EMIBEZHBERABREER
NEE @)

(@) Credit risk (Continued) @ FER @)

196

(il

(i)

In respect of trade and other receivables, in order to
minimise risk, the management has a credit policy
in place and the exposures to these credit risks are
monitored on an ongoing basis. Credit evaluations
of its customers’ financial position and condition are
performed on each major customer periodically.
These evaluations focus on the customers’ past
history of making payments when due and current
ability to pay, and take into account information
specific to the customers as well as pertaining to
the economic environment in which the customers
operate. The Group does not require collateral in
respect of its financial assets. Trade debts are usually
due within 30 to 180 days from the date of billing.

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. The default risk of the industry and country
in which customers operate also has an influence
on credit risk but to a lesser extent. At the end of
the reporting period, the Group has certain
concentration of credit risk as 84.61% (2013:
94.71%) of the total trade receivables was due from
the Group’s five largest customers.

Further quantitative disclosures in respect of the
Group’s and the Company’s exposure to credit risk
arising from trade and other receivables are set out
in note 24.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014

(i

(ii)

SEERERIIRT S A
EMFRZER - BEED
A -BEEBE - YHA
AEERRETRHESSR
AEBEEMHEETERP
ZHBRR KN ETEE
At - ZEFFHEHHEP B
EXNEIBFEESE M B
Rl ZXNRES) - X ERBEP
FEEMMEPEEMERZ
FIRT 2 ER - REBFE
TREEW T ESRLEEM
e BHEH-REFEAR
HA®E30E 180 A EIH -

AEEEEZEERRETE
XERPZERNFHTE -
BPEEZITERERE
ZBERZENRBRITEEE
EBREFE  BREHRE-
RREBRR - NEBBE—T
BENEESEFTERER - RE
RRUAEBRATE ZE
WEEFRIE R B R 284.61%
(ZZE—=F : 94.71%) °

ERARSBRARRIKARE
Yot e R e L b B W R R 2 A5
EREBRZE-FEEWER
R E24 -

R F I REBEREER
AREERTRERENRZ
RIT - MMERBER 2R
REER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

35. FINANCIAL RISK MANAGEMENT AND B EMITECHHABEER

FAIR VALUES OF FINANCIAL AFE @
INSTRUMENTS (Continued)
(b) Liquidity risk (b) REBELERE

Individual operating entities within the Group are
responsible for their own cash management, including the
short-term investment of cash surpluses and the raising
of loans to cover expected cash demands, subject to
board to directors’ approval. The Group’s policy is to
regularly monitor current and expected liquidity
requirements and its compliance with lending covenants
to ensure that it maintains sufficient amount of cash and
adequate committed lines of funding from financial
institutions to meet its liquidity requirements in the short
and longer term. The Group relies on bank and other
borrowings as a source of liquidity.

Also as mentioned in note 2(b), the Group (i) has
successfully rolled-over its other borrowings of RMB
54,500,000 for 12 months; (i) obtained undertaking from
Mr. Wang to provide continuing financial support to the
Group; and (i) subsequent to the end of the reporting
period, the Group entered into a conditional finance lease
agreement in relation to the sale and lease back of
equipments for a total consideration of RMB98,000,000
(equivalent to approximately HK$124,051,000). All of the
above steps have been enable the Group to mitigate its
liquidity risk.

The following tables set out the weighted average effective
interest rate and the remaining contractual maturities at
the end of the reporting period of the Group’s and the
Company’s non-derivative financial liabilities based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period)
and the earliest date the Group and the Company can be
required to pay:

AEEET 2B EEERER
BEZBZREER  BREAS
BERZ R HIRE N EBEEFIAM
RIERRESHTR - EARKEES
BETAEE - REBZBRE
EHEREMLBEAZABER
TR REEERHEIEBR A
BRASEEEFEHNES S
BNt MEEBIG T M AGE
EFERE  WneHEHEEY
MBED 2 BR - REEKHER
TREMBERERRBDE SR K
i

FHN - wnE2(b) Frat - A5 E (i)
BRI A R 54,500,000 2
HivfE R ERHAER12EA
(NS E R ERAEEIRHIFE
BB 2 A ¢ (R RER
% AEBEFEERBHERBER
VERHERERERS  BRE
A AR98,000,0007T (FHE R4
124,051,000/ 7T) © EiltE i
AREAEEZ REBE SRR

TREFIAEERARRRZIEDT
£ BB ERERE IR INEF
BERMERBTIENE - THE
REMARBRRER (BRERG
IR R (A3F B R E R
ZBITHM R BZMBMF) IR
SEERARRIATEEZ&FH
HmEE -
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-
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

35. FINANCIAL RISK MANAGEMENT AND B EMITECHHABEER

200

FAIR VALUES OF FINANCIAL NEE @)
INSTRUMENTS (Continued)
(c) Interest rate risk (© F=EREM

(d)

The Group’s fair value interest rate risk relates to primarily
to its fixed-rate borrowings. The cash flow interest rate
risk of the Group and the Company relates primarily to
their variable-rate bank deposits. The management
considers that the exposure to interest rate risk on bank
deposits is insignificant. For borrowings which are fixed-
rate instruments is insensitive to any change in interest
rates. A change in interest rates at the end of the reporting
period would not affect profit or loss. The Group currently
does not have an interest rate hedging policy. However,
the management monitors interest rate exposure and will
consider hedging significant interest rate exposure should
the need arise.

Currency risk

(i) Exposure to currency risk

RMB is not freely convertible into foreign currencies.
All foreign exchange transactions involving RMB
must take place through PBOC or other institutions
authorised to buy and sell foreign exchange. The
exchange rate adopted for foreign exchange
transactions are the rates of exchange quoted by
the PBOC that would be subject to a managed float
against an unspecified basket of currencies.

(d)

AEBZ AFEMNEREREEHR
HEBERBR - AEEREAR
AlzBReRENXERERZEA
FRRITEZRAH - EEHER
B RITERZ A RERAET
REX - BRELS TAEZ ERY
EAFNEEEHREIAK - HEH
RZMEZH I EFEEE - K
5 B 3R B X0 48 AE A A R B I
B R BEEEBEERMNEAE
B WREAREREEHHME
R =E R -

E%E R

() EWREREAE
ARBAAIBHELBRIN
%o FREYRAREZIMNE
R BB BTBERARRT
SEMEEETINE 2 #iE
T o BLONER HERAN 2 [E
KRHPBEARBITHRE
xR BBREXRBRE—ETF
BRAEJRAZEENZEER
EREE -

Foreign currency payments, including the remittance SN IR - B IE S BRI
of earnings outside the PRC, are subject to the PR ERTFINEHEE R

availability of foreign currency (which depends on
the foreign currency denominated earnings of the
Group) or must be arranged through the PBOC with
government approval.
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Aok Y 205 e B

For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

(d) Currency risk (Continued)

(i

Exposure to currency risk (Continued)

The group entities collect most of the revenue and
incur most of expenditures in their respective
functional currencies. The directors 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. The Group
currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign exposure should the need arise.

At the end of the reporting period, the carrying
amounts of the Group’s major monetary assets
denominated in a currency other than the functional
currencies of the relevant group entities are as
follows:

Bb.EMIBEZHBERABREER
NEE @

EWERE @)

(i)

B ERAE (B)
SEERE 8RB AEN
Wees I BE A MR EB D RIS
NEE B EHEHE
EERS5 - BRAKEKRE
DR HAERISEERS S
MR EHEHE - AKE
FfT 0 R B0 SN EE R B I N B
K o NS B3R B I R SN
R - AT - BIEEESE
FONERR > URBEFE
- ZEEHERINERRE
th St e

PR ER - ANEE LR
SEEFERNAEER NG’
Pl TEEMEBEMNERT
(ERUNNE

The Group rEH
Exposure to foreign currency
S B R B K i
2014 2013
—E—mE —E—=F
Hong Kong Hong Kong
dollars dollars
BT BT
RMB’000 RMB’000
AR®TT ARBTT
Cash and cash RekRESEFEED
equivalents 2,200 6,137
I —
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

(d) Currency risk (Continued)

(ii) Sensitivity analysis
The following table indicates the approximate
change in the Group’s loss after taxation and
accumulated losses in response to reasonably
possible changes in the foreign exchange rates to
which the Group has significant exposure at the end
of the reporting period.

The Group

Bb.EMIBEZHBERABREER
NEE @)

() E¥EEE @

(ii)

BB S 17
TEHEB - RBERR A
S ER B ATAR R AR
REAEELEEARRE
e Ry A BEEBT
B 7 R -

2014

—2-mE
Increase/ Effect on
(decrease) loss after
in foreign taxation and
exchange accumulated

rates losses

HiER®

ExL#/  BRRRH
(TE) BRzEE

rE
2013
—E—=%F
Increase/ Effect on
(decrease) loss after

in foreign  taxation and
exchange accumulated
rates losses
HERBE

BxLH/ BERZH
(Tk) EFREzyE

RMB’000 RMB’000

ARETR ARETT

Hong Kong dollars BT 5% (110) 5% (307)
(5)% 110 (5)% 307

J

202 CHINA CBM GROUP COMPANY LIMITED Annual Report 2014



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#a o Y B T A ik

For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

(d) Currency risk (Continued)

(ii)

Sensitivity analysis

The sensitivity analysis above has been determined
assuming that the change in foreign exchange rates
had occurred at the end of the reporting period and
had been applied to the Group’s exposure to
currency risk for financial instruments in existence
at that date, and that all other variables, in particular
interest rates, remain constant. Results of the
analysis as presented in the above table represent
an aggregation of the effects on each of the group
entities’ profit/loss after taxation. The stated changes
are used when reporting currency risk internally to
key management and represent management’s
assessment of reasonably possible changes in
foreign exchange rates over the period until the end
of the next reporting period. The analysis is
performed on the same basis for 2013.

35. €@ T

BB EERBEER
NEE @

EWERE @)

(ii)

BRE D (B)
LG RRE ST TR RE
SERMEARSEA - I
EEARAEERNZBFE
Z/i\%ﬂll/E:EKFZfﬁg}ﬁ
H{Ej*nﬁﬁﬁﬁmm‘%(
(jEﬁEﬂ ) RN
E e EREINZH Tﬁm%ﬁ
REAEESEBREZR
B BB EEYE - bt
SENMEEEEENE
WEKREREER  KKXE
EESEXREZE T —ER
HHRIEBR A BEEE
@JZ&-T-@ BEDIRE
= FAER EAEHELT o
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

204

(e) Other price risk

®

Oil and gas price risk

Apart from the financial instruments disclosed above, the
Group’s activities expose it to market risk relating to oil
and gas price risks.

The Group is engaged in a wide range of gas related
activities. The global oil and gas market is affected by
international political, economic and global demand for
and supply of oil and gas. A decrease in the world prices
of cruel oil and gas could adversely affect the Group’s
financial position. The Group has not used any derivative
instruments to hedge against potential price fluctuations
of crude oil and refined and gas products. The
management will consider hedging oil and gas exposure
should the need arise.

Fair value measurement

Financial assets and financial liabilities measured at
fair value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three-
level fair value hierarchy as defined in HKFRS 13, Fair
Value Measurement. The level into which a fair value
measurement is classified is determined with reference
to the observability and significance of the inputs used in
the valuation technique as follows:

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014

3. e T EAECHKEEREERR
NEE @)

(e)

®

H B 4% L B

Bl R AREEE R

BEXBEEZEBMITAN - K
SEZEBERBCAEE AT R
HRERARBE SRR

AEERFZSHEAARREER
e RIRAMERARTIEX 2
BRBUA ~ BERERAHMRKAR
RUESKARE - RN KARLZ
EIRER BRI S AL E 2 5
ARRERTFFE - REBEIL KR
ERERITETIA - R -
RIEREmMMIRARERZE

ERKE - WEREE  EHEE
& E B mRERER

ATEE

BRAFEFECZECREER SR
=N

NEFEER
TREIAREPRRZEEEE
HETEZAERSHIAZATF
B ZERTEREEVHRE
ERFIR A FHEFERTZ =
BAAFEELRNE - AV EFE
ZAOBESEGHERNTTRERAZ
WASBCIBREREEE
EWT
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

() Fair value measurement (Continued)

Financial assets and financial liabilities measured at

fair value (Continued)

Fair value hierarchy (Continued)

o Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in active
markets for identical assets or liabilities at the
measurement date.

° Level 2 valuations: Fair value measured using Level
2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable
inputs. Unobservable inputs are inputs for which
market data are not available.

° Level 3 valuations: Fair value measured using
significant unobservable inputs.

3. TR T ECHBEREREER
DNEE®

®» ADAFEFE B

BAVEREZERHEER SR
&8E #E)
NFEFHR (E)

ERIAE  EAERBA
BURFTE 2 AT - BLE
LU E SR G B B
BT 2 A BB RE

s °

SE2RMEE - AE 2RI AR
EEITNHEE IR ATER
BWABEB) GHE - BTER
BEAZTABRGABELZ
RNHE - FRAIBRRARE
REFEGHET SR
W ABUR -

EMIGME - EREALT
TEES BB B2 AT
=

—E-MEER hERBREEAR2T 205
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

35. FINANCIAL RISK MANAGEMENT AND 3B. eRTAZHMERKREER
FAIR VALUES OF FINANCIAL AFE @
INSTRUMENTS (Continued)

(M Fair value measurement (Continued) ®» 2FEFE#HE
Financial assets and financial liabilities measured at BAREFEZEHEER SR
fair value (Continued) 8E #)
Fair value hierarchy (Continued) NEEER (&)
The Group XEE
Recurring fair value measurements BEELATFEHE
4 Y
Fair value measurements as Fair value measurements as
at 31 December 2014 categorised into at 31 December 2013 categorised into
RIE-ME+ZA=+-H%8 RZE-=F+-A=1-H7A
NTENCAFERE WTERIz AT ERE
Fair value Level 1 Level 2 Level 3 Fair value Level 1 Level 2 Level 3

LFE F18 L) 38 nTE 14 £ E38
RMB'000  RMB'000  RMB'000  RMB'000 | RMB'OO0  RMB'000  RMB'OOO  RMB'000
AEBTT ARBTRE ARMTR ARBTIR | ARETR ARETRT ARETR ARETI

Assets g
Financial assets at BATE
falr value through HARR
profit or loss LEHEE 200 200 - - 200 200 - -
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For the year ended 31 December 2014 # %2 — &

35. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

() Fair value measurement (Continued)

Financial assets and financial liabilities measured at
fair value (Continued)

Fair value hierarchy (Continued)

The fair value of financial instruments traded in active
markets is based on quoted market prices at the end of
the reporting period.

During the year ended 31 December 2014, there were no
transfers between Level 1 and Level 2, or transfers into
or out of Level 3. The Group’s policy is to recognise
transfers between levels of fair value hierarchy as at the
end of the reporting period in which they occur.

36. COMMITMENTS

(@)

In addition to the finance lease arrangements and the
capital commitment to the registered capital of a PRC
subsidiary payable by the Group as detailed in notes 20
and 21, the Group had the following significant capital

(@)

Aok Y 205 e B

SHFER=A=1F—HIEFE

3. TR T ECHBEREREER
DNEE®
@ 2EEFE#HE

BEATEFECeHEERSH
8E (&)

NEEER (&)
REBMSEBE eI AZA
FEBEREHAR TISRER
ﬁ °

HE-ZT—NF+-A=+—H
WHFE - FIRKRE2R 7 BB E
%ﬂ%ﬁ MEFAANALEIR B

c AEBEZBRERSMER
ﬂiﬁﬁuﬂﬂi{ﬁ EROKFE R
@)o

36. &IE

BRPE20 21 prat it 2 RRE A &
LB R A B R — o B B
’“ﬂé\fﬂﬂiéf$2iéf$7¥<ﬁi9|\ N

BN RE M BHMREFTOMER

commitments contracted but not provided for in the ?§§1%ZEK§$7¥KEZZDT :
consolidated financial statements:
The Group
KM
2014 2013
—Z—QmF —T=F
RMB’000 RMB’000
AR®TR ARBTT
Acquisition of property, W - HER R
plant and equipment (BHEEREIRE)
(including construction
in progress) 146,899 100,629
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36. COMMITMENTS (Continued)

37.

38.

208

36. &IE (&)

(b) At the end of the reporting period, the total future minimum
lease payments under non-cancellable operating leases

b) RBEHKR REBRIEVEZ
AR HORN 2 BE&

in respect of office premises are payable as follows: EKESHRBREAT :
The Group The Company
5@ /NG|
) )
2014 2013 2014 2013
ZE—QmE | —CE-=F | ZB-QmE | —E=F
RMB’000 RMB’'000 RMB’000 RMB’000
AR®TRE | ARBT | ARBTRE | ARKETR
Within 1 year 147 76 576 76 576
After 1 year but within 5 years 14 & 155 A - 96 - 96
76 672 76 672
D —

The Group leases a property held under operating lease
with lease term of two years. None of the leases includes
contingent rentals.

PLEDGE OF ASSETS

As at 31 December 2014, the Group’s 93.33% (2013: 93.33%)
shareholding in Shanxi Qinshui were pledged. Details of the
Group’s pledge of other assets are included in notes 17 and
18 respectively.

MATERIAL RELATED PARTY
TRANSACTIONS

In addition to the transactions and balances disclosed in
elsewhere in the consolidated financial statements, the Group
entered into the following material related party transactions.

CHINA CBM GROUP COMPANY LIMITED Annual Report 2014

37.

38.

AEERKEHEOEEYE - HHA
M - BRAELQIL WA EFSAE

AN
E °

EEEKH

R-ZE—ME+-_A=+—8 K&
BRI 7KE993.33% (ZE—=4F ¢
93.33%) MR HEE 1R o AN B 2 HAb
BERFD RIS NME17R18 -
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

38. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

For the years ended 31 December 2014 and 2013, the directors
are of the view that the followings are related parties of the

Group:
Name of party

WKERBIREERE
fEA 7] (transliterated
as Shanxi Qinshui
Prefecture Chengrong
Investment Limited)
(“Chengrong
Investment”)

BHESREEEESR
[R A A (transliterated as
Yangcheng Yangtai
Group Industrial Company
Limited) (“Yangcheng
Yangtai”)

E0 )N & 5K BE TR £ T AR 7
AR AT (transliterated
as Zhengzhou
Zhengcheng Energy
Technology Service
Company Limited)
(“Zhengzhou
Zhengcheng”)

Relationship

Effectively owned 17% equity

interest in Wanzhi Logistics as
a non-controlling shareholder of
a subsidiary and provided
financing to the Group of
RMB38,000,000 as disclosed in
note 27.

Effectively owned 20% equity

interest in Yangcheng Huiyang
as a non-controlling shareholder
of a subsidiary and provided
financing to the Group of
RMB16,500,000 as disclosed in
note 27.

Effectively owned 20% equity

interest in Yangcheng Huiyang
as a non-controlling shareholder
of a subsidiary.

38. EXHAEALTRS ®

BHE_ZT—NFE_F—=F+=A4
—t+—BIFE BFERAENINEA
BAREEZBEEAL

FREABE RE

YO 7K S5 B B
KREBR
BEERQA]

(TEm®TE])

SEEX
BRRAA]
(TEaW52R])

BN 5 Ak BE TR
B Al 75
BRRAA]
(TEM EA&])

ER— BB AT

ZIETERBERSE
Wi A BT

AT HY 17 % IR A 48
wm o RAAEE
REESARE
38,000,0007T (40
MizF27FTIEER) ©

ER—EWERF

ZIEERR R B
3k A RS R
F5 H9 20 % % 7 4
W MEAEE
RIEESARE
16,500,0007T (%A
B EE27FT M ER) o

ER—EWERF

ZIHFERBRA
M A 5
K% 1920 % AX AN 4

Ny
Z~ o

I
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

38. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

38. EXHAEALTRS @

(@ #iZ— T WEK_T—=F+
“A=+—HItFE  AEEHE
FHBBALTZEETZEARAR

(a) Particulars of significant transactions between the Group
and the above related parties for the years ended 31
December 2014 and 2013 are as follows:

SHBWT
Name of related party Nature of transaction 2014 2013
MEALEE ZHHEHR —E—mF —T-=F
RMB’000 RMB’000
AR®TRT ARBT T
Chengrong Investment Interest expenses 186 579
RRRE MERX
Yangcheng Yangtai Interest expenses 2,535 3,591
k535 15 = MEFRAX
Sales of LNG 10,937 —
HEBRIELRAR
Nopin Engineering Purchase of materials 4,873 4,908
A BEMH
~——
Note: B 5

ERFBERNERRSHERRER 2 ERZ
MEFX - FFRME27(0)

The amounts represent interest expenses on loans due to the non-
controlling shareholders of subsidiaries as detailed in note 27(b).
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

38. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) Balances with related parties

As at 31 December 2014 and 2013, the Group and the

Company had the following balances with related parties:

(i

38. EXHAEALTRS ®

(b) EEEEALZEER

RIE—NER—_T—=F+=
A=+—8  AEBEKRAQRHE
BEALTHE NEH

Amounts due from related companies (i) FEWEEEQTFRE
The Group x5KH
Maximum
amount
outstanding
during
the year
FARE
KEELH
) )
2014 2013
“E-QmE| —T=F
RMB’000 RMB’000 RMB’000
AR®TRT | ARETT AR®TR
Chengrong Investment B gk & - 29 29
Yangcheng Yangtai 59 % = 8,510 6,000 8,510
Nopin Engineering #is 2,585 2,696 2,696
Zhenghou Zhengcheng  Z5/1 &A% - 4,800 4,800
11,095 13,525
| —

The amounts due are unsecured, interest-free and
repayable on demand.

\ K;‘Z{E% °
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38. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

38. EXHAEALTRS @

(b) Balances with related parties (Continued) (b) BEEEATZ&E& (B

(i) Amount due from a director (i) EWESFIE
The Group x5KH
Maximum
amount
outstanding
during
the year
FARR
XEELH
— )
2014 2013
“E-mE| —FT-=F
RMB’000 RMB’000 RMB’000
AR®TRE | ARETT AR®TT
Wang Zhong Sheng 3,536 — 3,536
—— —
The Company b /N
Maximum
amount
outstanding
during
the year
FARE
*xRELT
) )
2014 2013
ZE-mE| —T—-F
RMB’000 RMB’000 RMB’000
ARBTR | ARETRT AR®TT
Wang Zhong Sheng T8B 1,253 1,795 1,795

The amount due from a director is unsecured, ZERWEEFREABEIER 38 (=
interest-bearing (2013: interest-free) and repayable T—=F: 28) REAREKEE -
on demand.
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For the year ended 31 December 2014 B2 —F—F+—-H=1—HIEFE

38. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) Balances with related parties (Continued)

(c)

(iii) Amounts due to directors/non-controlling
shareholders of subsidiaries
The amounts due are unsecured, interest-free and
repayable on demand.

(iv) Amounts due from/(to) subsidiaries

The amounts due are unsecured, interest-free and

repayable on demand.

38. ERBEEALTRS (@

(b) EEEEE AL Z&R (&)
ENES HEA T ZIEE

iR i R K TE
AER/RFBAREER - 2
BRAERBRER -

(iii)

FEWR, (FEAY) M8 2 BIRRIE
AEBRFARELA - %

AA ST ~E3

BNARBERER -

(iv)

Key management personnel remuneration ) TEEEABZHM
Remuneration for key management personnel of the REETZERABZFHH(BIE
Group, including amounts paid to the Company’s directors DRI FIORMF10EE 22
and the chief executive as disclosed in note 9 and certain NAERREE TETHRAER
of the highest paid employees as disclosed in note 10, is ETESHFMEE 2FKIB) AT ¢
as follows:
The Group
r. 3L
2014 2013
—2—QmF —E—=F
RMB’000 RMB’000
AR®TT ARBTT
Short-term employee HHEERF
benefits 2,314 2,160
Post-employment benefits & B 14 18 7 66 38
Equity-settled share-based  LAR% # 45 & LA % 15
payment expenses RER 2 RAX - —
Total remuneration is SN EEs A
included in “Staff costs” [B T
(note 7(a)) (F7E7(a) 2,380 2,198
~—
—E-mEsy PEREREEERAT 213



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39.

40.

214

Aok 5 Y 25 0 e B

For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

EVENT AFTER THE REPORTING PERIOD

On 28 January 2015, Shanxi Qinshui entered into a conditional
finance lease agreement in relation to the sale and lease of
equipments with CIMC (“2015 Finance Lease Arrangement”),
pursuant to which, (i) Shanxi Qinshui conditionally agreed to
sell and CIMC conditionally agreed to purchase the certain
liquefied natural gas equipment (“Equipments”) for a total
consideration of RMB98,000,000 (equivalent to approximately
HK$124,051,000); and (i) Shanxi Qinshui conditionally agreed
to lease from CIMC, and CIMC conditionally agreed to lease to
Shanxi Qinshui, the Equipments for a total lease consideration
of RMB114,836,400 (equivalent to approximately
HK$145,363,000) for a term of 36 months by monthly
installments inclusive of interest, with a lump sum handling fee
in the sum of RMB980,000 (approximately HK$1,241,000). The
lease consideration may be adjusted according to the floating
lending interest rate to be promulgated by PBC from time to
time. Shanxi Qinshui shall pay an amount of RMB14,700,000
(equivalent to approximately HK$18,608,000) as warranty
money to CIMC which shall be directly deducted from the sales
consideration payable by CIMC to Shanxi Qinshui. The 2015
Finance Lease Arrangement constituted a major transaction
on the part of the Company under the GEM Listing Rules. Up
to the date of approval of these financial statements, the 2015
Finance Lease Arrangement has not yet completed.

IMMEDIATE PARENT AND ULTIMATE
CONTROLLING PARTY

At 31 December 2014, the directors consider the immediate
parent and ultimate controlling party of the Group to be Jumbo
Lane Investments Limited, which is incorporated in the BVI.
Jumbo Lane Investments Limited does not produce financial
statements available for public use.
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Bl 0 Bt ()WLFELKE IEEFE
EHEMTPEERHEREBEE TR
fERARBCEERME ([RHE]) @ 4
KB A ARKE98,000,0005t (FHERH
124,051,000/ 7T) & R()LUEWLKE
EHERERFPEATE  MPEEKEG
EEMMLUECKEEZE  @HEER
BAARM114,836,4007T (FHER 4
145,363,000/ 7T) + AHA36ME A (& A
SENR - BEFNE) R—2B8FE
B4 HARK980,0007T (HHERY
1,241,000/% ) - HEREAIRER
B ARBIT TR EHOZENEEF X
EEFAE o ILAWKEZF AR
14,700,0007T (1855 74 4718,608,0007%
TOERFPEZERE - ZNEEER
RERMILFECKZEERENR -
RIBBIZER ERA — T —AF8
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FIVE YEAR FINANCIAL SUMMARY
AP S 5 1 2

For the year ended 31 December 2014 B2 —E—PIF+_—_A=1+—HILFE
RESULTS EF
For the year ended 31 December
BE+-_R=t+—-HLEE
—
2014 2013 2012 2011 2010
—2-WmE | _T-=Ff T —T-——% C"T-TF
RMB’000 RMB’000 RMBOOO RMB’000 RMB’000
ARRTRE | ARBTE AR%TR ARETT AR%ETx
Turnover EL | 301,119 187,184 183,834 253,849 230,989
Loss from operations R Y B (64,559) (76,196) (26,913) (15,036) (8,150)
Finance costs HBEBER (16,057) (27,657) (7,214) (8,762) (9,681)
Gain on remeasuring existng RWEMEHTE
interest in as available-for- AHHERE
sale investment on REER
acquisition - — — - 4,960
Fair value (10ss)/gain on HttemEE
other financial assets ZATE(BR)
e - - (17,051) 17,051 -
Fair value (l0ss)/gain on AHRRESRITE
the derivative component TAHHzATE
of convertible bonds (B8) /W= - - - (6,487) 3,223
Loss on extinguishment HHCRAE EE
of financial liability (57,024) - — - —
Impairment loss on goodwill  FIE BB (104,298) |  (163,000) (2,339) (21,492) -
Impairment loss on BREEREBAE
intangible assets (138,702) (25,000 — — —
Loss before taxation bR AR (380,640) (291,853) (53,517) (34,726) (9,648)
Income tax credit/(charge) ~ FIEHE %,/ (%) 38,324 13,092 (7,945) (14,609) (871)
Loss for the year from REFBELEES
continuing operations L AFEER (342,316) (278,761) (61,462) (49,335) (10,519)
(Loss)/profit for the year from KB B & & &
discontinued operations ¥R AEE
(&1#8) /&7 - - - - (11,947)
Loss for the year rEEER (342,316) (278,761) (61,462) (49,335) (22,460)
Attributable to: T3 fefk
Equity shareholders of ARAERRE
the Company (333,348) |  (271,440) (55,130) (45,016) (20,493)
Non-controlling interests il (8,968) (7,321) (6,332) (4,319) (1,973)
Loss for the year AEEEBE (342,316) (278,761) (61,462) (49,335) (22,466)
| —

“E-OFFH PEEEREEERQT
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FIVE YEAR FINANCIAL SUMMARY
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For the year ended 31 December 2014 B2 = F—PF+_H =1 —HIFF/E

ASSETS AND LIABILITIES BEEREE
At 31 December
®+=R=+-H
)
2014 2013 2012 2011 2010
“B-mE | _Z-=Ff —T--F —T——F C—Z-IZF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE | ARETT ARETT AR%ETH ARETx
Total assets BEE 1,283,223 1,506,671 1,545,761 1,396,942 713,299
Total liabilities BafkE (548,147) (685,922) (523,058) (315,545) (258,971)
Non-controlling interests R (6,354) (15,322) (22,643) (28,975) (21,294)
Equity attributable to equity ~ RNAAIERFRE
shareholders of PG s
the Company 728,722 805,427 1,000,060 1,052,422 433,034

—
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