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FINANCIAL HIGHLIGHTS
MBHE

4

Turnover of the Company together with its
subsidiaries (collectively the “Group”) for the
quarter ended 30 June 2017 (the “Quarterly
Period”) and the six months ended 30 June
2017 (the “Interim Period”) were
approximately RMB47,864,000 and
RMB82,371,000 respectively, representing a
decrease of approximately 26.33% and
32.81% respectively compared with
corresponding periods in the previous
financial year.

The Group recorded a loss attributable to
owners of the Company of approximately
RMB21,582,000 for the Interim Period.

Loss per share of the Group was
approximately RMB1.64 cents for the Interim
Period.

The board of Directors (the “Board”) does not
recommend the payment of any dividend for
the Interim Period.
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for the Quarterly Period and the Interi

together with the unaudited comparative figures for
the corresponding periods in 2016, respectively
were as follows:

(Unless otherwise stated, all financial figures
presented in this interim report are denominated in
Renminbi (“RMB”)).
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CONDENSED CONSOLIDATED INCOME

STATEMENT (Continued)

HRse Wa % (&)
Quarterly ended 30 June Half year ended 30 June
BERAZTHLEE BERAZTHL¥E
( 2017) 2016 [ 2017 2016
SE-LE| CERF | 2Bt |
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR | ARETT | AR%TR | AR%TR
Note (unaudited) (unaudited) | (unaudited) (unaudited)
Ma | (REER) | (REER) | (REER) | (REED)
Tumover EXB 3 47,864 64,971 82,371 122,59
Cost of sales HENA (44,743) (71,114 (79,408) (124,829)
Gross profit/loss) IH/(EB) 3,121 (6,143) 2,963 (2,237)
Other revenue and net income  EH8E FFBA 3 4,264 136 4517 234
Distribution costs BERA (587) (275) (1,332) (1,067)
Administrative and other ey
operating expenses BeRY (9,534) (13,708) (21,742 (26,335)
Finance costs HBEA (1,818) (2,242) (3,887) (4,491)
Loss before income tax BREEHAEE 4 (4,554) (22,232) (19,421) (33,89)
Income tax (charge)/credit ~ Bri5 % (%)% 5 - (84) 182 9%
Loss for the period BEPE (4,554) (22,316) (19,239) (33.801)
Attributable to: oL
Owners of the Company KARERA (71,482 (21.857) (21,582) (32,570)
Non-controling interests FERRER 2,928 (459) 2,343 (1,231)
Loss for the period HHEER (4,554) (22,316) (19,239) (33,801)
Dividends attributable Bniks
to the period 6 - - - -
RMB (cents) | RMB(cents) J RMB (cents) § RMB (cents)
ARE(D) | ARE(D) | AR%(2) | ARE(D)
Loss per share SRER
- basic —-EX 7 (0.57) (1.66) (1.64) (247)
- diluted -3 (0.57) (1.66) (1.64) (2.47)
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CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE
INCOME

BHGEETEKRER
Quarterly ended 30 June Half year ended 30 June
BZXA=THLZE HEARCTHLEEE
2017 2016 2017 2016
“E-tE| ZZF | ZB-tE| %
RMB’000 RMB' 000 RMB’000 RMB' 000
ARBTR | ARETT | ARETR | ARETR
(unaudited) (Unaudited) | (unaudited) (Unaudited)
(REER) | (REE%) | (REBK) | (REER)
Loss for the period HEER (4,554) (22,316) (19,239) (33,801)
Other comprehensive HEEMEE
(expense)/income (E%)/ KA
for the period
ltems that may be reclassiied ~ EA M EHNEE
subsequently to ERMER
profit or loss:
Exchange differences on RESNEEE
translation of financial FHBREL
statements of foreign EREH
enties 677) 416 67) 351
Total comprehensive HE2ERIAER
expense for the period (5,231) (21,900) (19,306) (33,450)
Total comprehensive TIEE2E
expense attributable to: XA
Equity shareholders NG L3
of the Company (8,159) (21,441) (21,649) (32,219)
Non-controling interests FARER 2,928 (459) 2,343 (1,231)
(5,231) (21,900) (19,306) (33,450)
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

B RLAR S BN &
30 Jun 31 December
2017 2016
—E—+F ZT-RE
ARAZtH | tZA=+—H
RMB’000 RMB’ 000
ARETR ARBTT
Note (unaudited) (audited)
Btz (REER) (lEE%)
Non-current assets FRBEE
Property, plant and equipment MmE - BBEREE 694,782 728,717
Prepaid lease payments for RERHTREM
land under operating leases TdE 34,211 35,074
Deposits and prepayments HEDSERENE 25,896 26,347
754,889 790,138
Current assets RBEE
Prepaid lease payments for mERNTREA
land under operating leases Tl 863 863
Financial asset at fair value BRATEGFAER
through profit or loss LERMEBE - 200
Inventories FE 9,110 8,115
Trade and FEBUR TR R
other receivables HitREFRIE 9 99,945 100,285
Tax recoverable A E R 2,000 2,000
Cash and cash equivalents BeRkBeSEY 11,536 20,534
123,454 131,007
Current liabilities RBEE
Trade and ERERR
other payables H bR IR 10 359,430 382,927
Bank and other borrowings due —FRIHBHZRITR
within one year HibfgH 11 46,490 40,080
Obligation under finance leases A EAIE 23,476 19,933
Provision B 12,308 8,658
Tax payable EfTRIE 3,469 6,574
445,173 458,172
) ——
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

(Continued)

AR S M BRI R (F)

/ 30 June\

31 December

2017 2016
—E—tF ZT-RF
~A=+H | tZA=1+—-H
RMB’ 000 RMB’ 000
AR®TR ARETT
Note (unaudited) (audited)
ik (REERK) (BERZ)
Net current liabilities REBEEFE (321,719) (326,175)
Total assets less current BEERRDAR
liabilities 433,170 463,963
Non-current liabilities krBaE
Obligation under finance BAMERE
leases 14,785 25,626
Convertible bonds R ES 8,056 8,316
Deferred tax liabilities ERHBEEE 11,499 11,885
34,340 45,827
Net assets BEFE 398,830 418,136
Capital and Reserves EXR GG
Share capital B 12 10,910 10,910
Reserves [ 399,688 421,337
Equity attributable to equity AR EERRE
shareholders of the Company [l 410,598 432 247
Non-controlling interests RS (11,768) (14,111)
Total equity ol B 398,830 418,136
Ne—
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

HHEGEHRERER
Six months ended
30 June
BEAABA=1THLAEA
201 2016
“EBE—EHF | —T—KF
RMB’ 000 RMB’ 000
AR®BTR | AREBTT
(unaudited) (unaudited)
(REERZ) | CREEZ)
CASH INFLOW KEEBEEZ
FROM OPERATING BERA
ACTIVITIES 7,598 27,628
CASH OUTFLOW FROM BEEEEZ
INVESTING ACTIVITIES WEm (11,416) (8,434)
CASH OUTFLOW FROM MEBEEBEEZ
FINANCING ACTIVITIES WE M (5,180) (22,202)
NET DECREASE IN CASH e MIRITHETF
AND BANK BALANCES B F R (8,998) (3,008)
CASH AND BANK BALANCES ®—A—HZ
AT 1 JANUARY ReRPITHET 20,534 45,437
CASH AND BANK BALANCES WA/ ~NA=t+HZ
AT 30 JUNE Be MRITHET 11,536 42,429
N———
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

LR EP 1R
( Attributable to equity shareholders of the Company \
AATRERRES

Share ~ Convertible Non-

Share Share General  Translation  Contributed option bonds ~ Accumulated controlling
capital premium resene resenve surplus resenve resenve losses Total interests  Total equity

T8k

Ba  BBEE  -BRE  BEEE  EHER  BRERE  B5ER gitEs & EREE 233
(unaudted) (7iI2%) RMB'O00  RMB'OO0  RMB'OO0  RMB'OO0  RMB'OO0  RMB'OO  RMB'OOO RMB'OO0  RMB'OO0  RMB'0O0  RMB'000

ARRTR  ARMTR ARMTR ARMTR  ARMTR ARRTR ABMTR  ARBTR  ARMTR  ABMTR  ARMTR

Balance ot Ho3-tF

1 Janvary 2017 -A-REH 10910 181,082 8213 (5412) 504,838 30849 8652 (336,945) .47 (14111) 418,136
Loss forthe period THEER - - - - - - - (1,582) (2158 2 (19239
Othercomprefiensie ¥ [t

opensesforthepeiod  2EXH - - - 67 - - - - (] = (67)

Tota comprehensive

expenses)income NE%
for the period - - - 67) - - - (21,582) 21,649) 234 19,306)

Balance at Hog-tF
30 June 2017 RR=TRER 10810 181,082 8213 (6479 504,838 30849 8652 (368,521) 4105% (11,768) 398,830
~ > 4
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
(Continued)

BHRGEEE SR (E)

Airbuiable to equty shareholders of e Company

A0
e Converle Non-
Share Share Generl  Trandifon  Contrbuted option bonds  Accumulated confrling Totd
capial premium TeSere Tesene supls Tesene Tesene Josses Totd interests equiy
TARRS iRk
BB -REE  AERE  REER  BREGE f#&  EEE 5} [ia
(unaudited) (#E8%) RVBOD  RMBOOD  RVB'O  RMBOOD  RWBOO  RMBOM  RMBOO  AMBIOM0  RVBOO  RWBIO

ARBTR  ARMTR  ARMTR  ARRTR  ARMTR  ARMTR  ARMTR ARMTR  ARMTR  ARMTR ARMTR

Balance &t RoB-7E 10910 181,082 82138 (6528 584,638 30849 8652 (235,943 533,183 (12729 520404
1 January 2016 -f-Bgg

Loss for the period i3] S S o S = S & (32570) (82510 (1281) (33801)
Other comprehensive i

ncome forth period 2EhA - - - 31 - - - - 51 - kil
Tota comprehensive BEeE

expense for the period A48 S S S 3l - - - (32570 8229 (1281) (33450
Balance ot RZE-RE

30June 2016 FAZTRER 10910 131,082 8213 &) 584,638 30849 8652 (268513 500914 (13.960) 486,954

12 CHINA CBM GROUP COMPANY LIMITED INTERIM REPORT 2017



NOTES:

Basis of presentation of financial statements

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

The unaudited consolidated results for the six
months ended 30 June 2017 have not been audited
by the Company’s auditors, but have been reviewed
by the Company’s audit committee.

The accounting policies and basis of preparation
used in the preparation of the unaudited
consolidated results for the six months ended 30
June 2017 are consistent with those used in the
Company’s annual financial statements for the year
ended 31 December 2016.

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

f s -
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AEBECHBBRIREEEE
BRAZEARINERELE
shicg ((EEEtMAE)) R
oz St R fm S - IS IME
TR BEKRABHIREL

HE-_Z—tFRA=ZTHILRX
BAZREERGEERLRE
ARBREBMEZ  BERAELR
RZzEREZESEN -

REBE—_T—tEXNA=1H
IERE R 2 RS BARIR G AW
FTERM 2 & 5T BUR kiR R 8
AARBE-_ZE—X"F+=A
Tt+—RLEFECrE2FHBERE
RFTERME B -

AEBMIBREPEARLNR
(ThE)REER LEKLD
TBEUARKET BAAEE
ZEBTIAAREES -
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

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

The application of the new and revised HKFRSs in
the current period had no material effect on the
Group’s financial performance and positions for the
current and prior accounting periods and/or on the
disclosures set out in these financial statements.

Up to the date of issue of these financial
statements, the HKICPA has issued a number of
amendments, new standards and interpretation
which are not yet effective for the period ended 30
June 2017 and which have not been adopted in
these financial statements.

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

Turnover and segment information

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

CHINA CBM GROUP COMPANY LIMITED
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Turnover and segment information
(Continued)

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

EEBERDRER (H)

BEEHRATPRERRRRE
ZHEE ETEFEEERLE
EW - ARABREAREREE
FHEFIER

The amount of each significant category of -
revenue recognised in turnover during the
Quarterly Period and the Interim Period, and

AEERATHUAR -
—AREREREEERR
TEEEAKSER S E

the corresponding periods in 2016 is as W
follows:
Quarterly ended 30 June Half year ended 30 June
HEAA=THLEE BEANAZHHILEE
2017 ) 2016 2017 2016
2t | 25 | ZB-tE | ZEF
RMB’ 000 RMB’ 000 RMB’ 000 RMB’000
ARETR | ARETT | AR®TR | ARKTE
(unaudited) (unaudited) § (unaudited) (unaudited)
(REER) | (REER) | (RBEK) | (FEER)
Turmover 2EH
Sales of liquefied RICEEREE
coalbed gas (BERERL
(including provision of iquefied & ER4H R
coalbed gas
logistic services) 8,845 64,410 16,875 120,501
Sales of piped natural gas EERARHE
and provision of gas supply RIHER
connection services EBRE 39,019 561 65,496 2,091
47,864 64,971 82,371 122,692
Other revenue and s RFHA
net income
Interest income from RITERL
bank deposits FEKA 6 20 17 45
Others Hit 4,258 116 4,560 189
4,264 136 4,577 234

It FhHRE PEEEREEERAR 15



3. Turnover and segment information 3. EXBRIBER(A)

(Continued)

The Group’s turnover and assets were mainly AEBEZEXEREETERE
derived from and related to the liquefied coalbed ESRHPBZBRIEHEERES
gas business in China while other segments were mEMAS>BABTIER - ALt
immaterial. Hence no geographical segment R 25 E D AR o

information is presented.

4. Loss before income tax 4. BRFBHAEE
Loss before income tax was arrived at after TSR AT E BT T 5 & 18
charging: BB

Quarterly ended 30 June Half year ended 30 June

HEAA=THLZE BEAA=THLYERE
2017 2016 2017 \ 2016
2t | 2% | ZB-tFE | 2%
RMB’000 RMB'’ 000 RMB’000 RMB’000
AR®TR | ARBTr | ARETR | ARETR
(unaudited) (unaudited) § (unaudited) (unaudited)
(REER) | (REER) | (REBER) | (REFQ)

Staff costs (including BIMA
Directors’ remuneration) (BEEEM)
- Salaries, wages, retrement ~ —%& - T& -
benefit schemes BB S
contributions and other HAREMET
benefit 6,612 6,772 12,679 13,425
Depreciation of property, ¥ BB REE
plant and equipment bk 17,854 19,954 37,155 38,569
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Income tax

Hong Kong profits tax

Hong Kong Profits Tax is calculated at 16.5%
of the estimated assessable profits for the
period ended 30 June 2017 and 2016.

No provision for Hong Kong profits tax has
been made as the Group did not derive any
income subject to Hong Kong profits tax
during the Interim Period.

Overseas income tax

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

There was no significant unprovided deferred
taxation for the Quarterly Period and Interim
Period.

It FhHRE PEEEREEERAR
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Dividends 6.

The Board does not recommend payment of any
interim dividend for the Interim Period (six-month
ended 30 June 2016: Nil).

Loss per share 7.

The calculation of basic and diluted loss per share
for the Quarterly Period and Interim Period were
based on the respective unaudited data as follows:

g

EEgUTEZINAP KM E
ARBMES (BE-_T—RFX
A=+HWEXEA : &) -

BREE
REERARHZ BRERN R #

BEBRIIDBIRETIZREE
ZEIEAE

Quarterly ended 30 June Half year ended 30 June
BEAR=tHLZEE BEAR=THLY¥E

2017 2016 2017 2016
“EtE | ZTRF | 2B-tE | ZF~F
RMB’000 RMB’ 000 RMB’000 RMB’ 000
ARETR | ARETr | AR%TR | ARETR
(unaudited) (unaudited) § (unaudited) (unaudited)
(REER) | (REER) | (REBK) | (REER)
Loss attributable KRREEA
to owners of the Company et BB (7,482) (21,857) (21,582) (32,570)
Shares Shares Shares Shares
R e R &
£000) (000) £000) (000)
(1) (&) (1) (T
Weighted average number of  TESREAEE
ordinary shares for the B LBk
purposes of calculating MEFIE
basic loss per share 1,319,484 1,319,484 1,319,484 1,319,484

No dilutive loss per share was presented because
there were no dilutive potential ordinary share in
existence during the quarters and six months ended
30 June 2017 and 30 June 2016 respectively.

HREBE—_ZT—tFXA=1H
EFEERBE T —RNFXA
=T BIEAREAR AL FEEMR
BB BEETBR - St
Wik 25| S EEEE -
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Additions and disposals of property, plant
and equipment

During the Interim Period, the Group have acquired
approximately RMB2,562,000 (six months ended
30 June 2016: approximately RMB27,520,000)
property, plant and equipment. There was no
material disposal in the Interim Period (six months
ended 30 June 2016: Nil).

Trade and other receivables
The Group’s trade receivables relate to sales of

goods to third party customers. The Group
performs ongoing credit evaluations of its

8.

AERHEWE  HBERR
%

ﬁézﬁqﬂ,ﬁﬁ-$%uﬁzﬁﬁ¢%¥~%

KR EH AR 2,562,000 (#
E_T—RFNA=THIEAE
A £5 A R #27,520,0007T) ° AN
FHYEARMBERE(BEZ
E—XNENA=ZTHILENER :
) o

G

i Wi AR R B L P LKL RR TR

AEENERERESEFEEERT
FE=NEFPEB -AKEHER

PSR EETTE RS -

customers’ financial condition and generally does — AR Rk FEUUAR BN VE A o
not require collateral on trade receivables.
The Group’s trade and other receivables are as N5 B 7 R AR R R EL At JE UK
follows: BT :
30 June \ 31 December
2017 2016
—E—tE —E-RE
AA=+H +-A=1+—8
RMB’ 000 RMB’ 000
ARET T AREFR
(unaudited) (audited)
(REEZ) (E&%)
Trade and bills receivables YRR R EKEE 6,316 4,346
Amounts due from related companies W BEER m 5,235 3,730
Advances to suppliers fe) i fE P 2 1,966 1,840
Prepayments and other receivables B Iﬁ&ﬁﬂﬂfgiﬂl 80,969 84,673
Other tax recoverable Hipr ke fiE 5,459 5,696
99,945 100,285

2t FRERE
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Trade and other receivables (Continued)

The ageing analysis of the trade and bills

e

FE i Bk e HL At FE WK R OR (4]

EURER R ERERE RERR

receivables based on invoice date is as follows: H) ZBRE DT -
30 June ) 31 December
2017 2016
—E-—+F NS
~A=tH +=-A=+—-H
RMB’ 000 RMB’ 000
AR¥ETR AREFR
(unaudited) (audited)
(REER) (&%)
Within 1 month AR 5,254 3,078
More than 1 month but 1 1EA%EIEAR
less than 3 months 211 428
More than 3 months but 3fEA%E6EAR
less than 6 months 11 -
More than 6 months but 6EAKRBI2EAR
less than 12 months - _
More than 12 months 128 A& 840 840
6,316 4,346

CHINA CBM GROUP COMPANY LIMITED
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10. Trade and other payables

10. EENERARREBENRKE

( 30 June ) 31 December

2017 2016

—E—tfF —ERE

~A=tR | +=A=t-8

RMB’000 RMB’ 000

AR®T ARBETTL

(unaudited) (audited)

(REERK) (BE%)

Trade payables 153,145 160,236
Amount due to a non-controlling shareholder & ff — B B2 A2

of a subsidiary (note (a)) JEE R AR R 7R (P E () 5,928 6,451

Accrued expenses and AT RE

other payables b BT 3R 183,881 204,395

Deposits received from customers EESEEHER 13,448 10,019

Other taxes payables HitEEHE 3,028 1,826

359,430 382,927
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10. Trade and other payables (Continued) 10. EFRBRIRRHEtnESRRIE (&)

The ageing analysis of the trade payables based on ERBERRREZAH) 2Rk D
invoice date is as follows: T
—
2017 2016
“E-t% —T-RE
AA=TH +-A=+-H
RMB’000 RMB’000
AR®TR ARETR
(unaudited) (audited)
(REER) (B&%)
Within 1 month 1EAR 6,758 3,204
More than 1 month but 1EA%EEAR
less than 3 months 5,170 447
More than 3 months but 3EA%EEAR
less than 6 months - -
More than 6 months but 6fA A% E12EAR
less than 12 months 44,659 155,688
More than 12 months 12(8 A% 96,558 807
153,145 160,236
Note: P&E -
(@)  The amounts are unsecured, interest-free and @ BEREAEER 2ER
repayable on demand. BIREREE -
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11. Bank and other borrowings 11. RITREMEE
As at 30 June 2017, the bank and other loans were RZE—+FA=+H8 AE
repayable as follows: B fEﬂ REMERET :
( 30 June 31 December
2017 2016
—E-tfF —TRE
~A=tH +-A=1+—-H
RMB’ 000 RMB’ 000
ARBT TR ARETTL
(unaudited) (audited)
(REER) (EE%)
Bank loan and unsecured other loans 251%?1%2?Ef1§?ﬂ&3ﬁ5ﬁ
repayable: HET
Within 1 year or on demand wimﬁiﬁgmé 46,490 40,080
Notes: BiEE

(@  Unsecured other loans of RMB36,590,000
(2016: RMB40,080,000) represent loans due
to non-controlling shareholders of PRC
subsidiaries of the Group. The loans bear
interest at fixed rates ranging from 7.12% to
11.50% (2016: 7.12% to 11.50%) per annum.

(b) As at 30 June 2017, bank borrowing of
RMB9,900,000 (2016: Nil) was personal
guaranteed by the Group’s key management
personnel and bear an interest at fixed rate of
6.96% (2016: Nil) per annum.

@ EEBZEMERARE
36,590,0007T (=& —7R%F -
A R #40,080,0007T) Jb 45
RAE B F B E A FJE
ERBEZER - ZFEX
BN FEETA2%E11.50%

(ZZE— K&

7. 12% 2

11.50%) Z BEIE | &GS o

b)) RZZE—tF~A=1+H"
RAT1E KA R #9,900,0007T

(ZB—R%F:
2%
ZN

#
Il
KR -

CE)AAREHE
REBABBEAER
T 5 F6.96% & iE #
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12. Share capital

24

12. B&

( 30 June 2017 ) 31 December 2016
“E-t+FXA=1A “Z-"F+tZA=1-AH
(unaudited) (audited)
(REER) (&&R)
Total Total
Number of nominal Number of nominal
shares value shares value
RBHE AmE Rin&A faE
’000 RMB’000 '000 RMB’000
TR AR®TR Tk ARETR
Authorised EIE 20,000,000 174,064 | 20,000,000 174,064
Issued and fully paid BETRER
At 1 January ordinary R—A—REBREE
shares of HK$0.01 each 0013 T2 ERAMK 1,319,484 10,910 1,319,484 10,910
At 30 June/ WRAZ+R/
31 December +ZA=+-8 1,319,484 10,910 1,319,484 10,910
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12.

Share capital (Continued)
Share option scheme

Pursuant to an ordinary resolution passed on 18
May 2011, the Company adopted a share option
scheme (the “Scheme”) for the purpose of enabling
the Company to recruit and retain high-calibre
employees and attract resources that are available
to the Group and to provide the Company with a
means of giving incentive to, rewarding,
remunerating, compensating and/or providing
benefits to such persons who contribute or may
bring benefit to the Group. The Scheme will remain
in force for a period of 10 years from adoption of
the Scheme and will expire on 17 May 2021.

On 30 May 2011, the Board approved to grant
options in respect of 258,300,000 ordinary shares
to the Company’s directors, employees and
consultants under the Scheme.

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.

12.

MR (48)
B MR AT &

BRER=-_FT——FHA+/\BAE
Bz ERRER  ARAEMAT
*Eﬁﬁﬁﬁi [Z#t8l])) - #&

LSARRBUNBERIEEAS
%ZE;‘WmT1$EIEﬁ
ZER RAARAREHEEER
ZEHAREE B T Bk A 2 KA
éZAi¢ﬁ$@~ﬁE~ﬁM~

HE R/ SRIREER - ZTE A
%%&ﬁ% B tFHER
ER URR_T=_—FFA
++BE® -

R_E——FHA=1+H E=F
ERERBZTERTARRE
= ﬁa&%ﬁ%%%uw
258,300,0000% & & % °

AARBEY (Hh el REH
BRI ERE 2 TR B
BB RRITEBRE 21T

BEELAE A -T—0F=

RARBRER -
Eﬁ?é%‘mﬁkfé%% g

* TE B R A ﬁEﬂE

zuzwomﬁmﬁz AZE—I
£~ A75H 2321,190,7401) » &
TERBRRIE 2 1T# B B Fh0.4957
TLHAEZE0.381BTT °
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12.

26

Share capital (Continued)
Share option scheme (Continued)

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.

The options outstanding at 30 June 2017 had an
exercise price of HK$3.81 and a weighted average
remaining contractual life of 3.9 years. The exercise
periods for the above options granted under the
Scheme shall end not later than 10 years from 30
May 2011.

CHINA CBM GROUP COMPANY LIMITED

12.

IR ()
MR E ()

EAEAY (KR aiE) BREH
BRETBIRE 2 AT RERG 2
BRESE RARTTEREREZT
FEELAR BT NEH
B+—-B4%-

Wx$$ﬁﬂnﬁk1§“§ s%%
RAT BB OR R & ==
321,190, 7401’;}&%1%,7 7y
FHA+=H2Z32,119,0741%
RITERB AR Z /TEE S H0.381
BITARE381ETT

RZB—tFRA=ZTHZHEAR
TR 2 1TEE R38BT
IR & KRR B RB.9%F -
EREZA SR 2 BREZ
TEHETER_T——%F0A
=+ HEBETFERL-
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13. Commitments

(@

At 30 June 2017, the total future minimum
lease payments under non-cancellable
operating leases in respect of office premises

13. &g

(@)

R=_F—tFNA=+AH "
REBEHAEYHEZ DA
HEEHENENZBR&

are payable as follows: REERIBAETENAT :
( 30 June 31 December
2017 2016
—E-tF ZERF
~A=tH +-A=+—-H
RMB’ 000 RMB’ 000
ARBTR ARBTFT
(unaudited) (audited)
(REER) (k&%)
Within 1 year 1ER 292 109
After 1 year but within 5 years 1ERB5FER 487 =
779 109

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

AEBRKEENBEES
THWE - BOZ&EVFH—
BRR—E=ZF1%F TRE
MIEBMAGTIRENE - X
BHEOMAEEMNRAEL -
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(®)

13. Commitments (Continued) 13. Z&¥E (48)
At 30 June 2017, the Group had the following ) AEBR=ZZT—tFA
capital commitments: = THMEREENT -
30 June 31 December
2017 2016
—E—tfF ZZ-RE
~A=tH +=-A=+-H
RMB’ 000 RMB’ 000
AR¥T R AREFT
(unaudited) (audited)
(REER) (E&%)
Capital expenditure in respect RGeS
of acquiisition of property, HES R EN R
plant and equipment and BRTERIREY
in respect of construction BARX :
in progress:
— contracted but not —BRIHERR
provided for in the B RERERE
financial statements 123,566 135,000
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MANAGEMENT DISCUSSION AND
ANALYSIS
EEENWR DT

FINANCIAL REVIEW

The Group recorded a consolidated turnover of
approximately RMB82,371,000 for the Interim
Period, representing an decrease of approximately
32.81% compared with the corresponding period
of last year. The Group has suspended the
production of liquefied natural gas by Shanxi
Qinshui Shuntai since February 2017, and it leads
to the decrease in turnover of the Group during the
Interim Period.

Loss attributable to equity shareholders of the
Company for the Interim Period was approximately
RMB21,582,000, compared with the loss
attributable to equity shareholders of approximately
RMB32,570,000 for the previous period. The
reasons for the loss are as follows:

(i) The Group has suspended the production of
liquefied natural gas by Shanxi Qinshui
Shuntai since February 2017, and it leads to
the decrease in turnover of the Group during
the Interim Period.

(i)~ The other revenue and net income increased
by RMB4,343,000 to RMB4,577,000, it
mainly due to the approximately
RMB4,000,000 of Valued Add Tax refund.

@iy Income tax credit for approximately
RMB182,000 mainly due to the recognition of
deferred tax liabilities in relation to the
withholding tax provision for the Interim
Period.

Bt %5 101

REBERAFRHRGREGEERBY
AR #82,371,0007¢ © & % F R H
A #9382.81% © AN & B 5201742
AELET Wi KIESEZ BIE R
RRWEE  SAEBERAFTHH
BEBETK-

RPH 2 KRR RE=R R ENERE
%45 AR #21,582,0000C ° i —
HAf 2 Em AR R L BRI A A
R 32,570,000 - BEEAEE 2 R
HanT

) ANEBE017F2AREILT
W78 0 KB 2R 2 &AL R AR
MEE SAEENAFH
BEZERE T RE ©

i) HR=FEEFRAEMAR
#4,343,000L E B AR
4,577,000 - EEHRKRADOA
R #4,000,0007T 2 #& & 7 &
FRRTER

i)y FIEMRELENABARE
182,0007T * £ Z i 1A 4 1 5
HRBABINHEEG BT
MIBEEME -
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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 km2 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.

The movements in the reserves of certain CBM
properties as of 30 June 2017 are set out below:

EROERBRAIR

ERR#E

PG e REREGR AR (T
BB e IR]) AR B L P
ENETHEREEREER 5

@A AP R ILTEE - BmEL96
FHRE - PR AARE L EZEH
EIRAIGREE -ZEHERE
ENRILAGRGREBEEGR
NEBEENZEREREA - BS
FreblRA—HE B E - He0%K
$% SHASEEST —H2ENE

NSIEE S0

TXHIETFRERAERE T
—LFERAS T RHEERIL

Reserve Reserve
evaluation evaluation
of the CBM of the CBM
properties properties
as at as at
30June 2017 31 March 2012
BCF BCF
R-Z—tF \_F——F
~A=tH :H_+ =
MEEBREE WEEREE
RETME e
TRIFER  TEIAER
Total original gas in FrA R R IR
place on all blocks %7)‘ AMELEE 2,724 2,724
Net 1P (Proved) reserves E oL ‘*’(1 PEHE 1,419 35
Net 2P (Proved + Probable) reserves (2P) ni EMfREEHE 1,869 217
Net 3P (Proved + Probable EEEMBEEE AT 88
+ Possible) reserves (3P) FHEE 2,282 2,050
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Resources and reserves (Continued)

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 NSAI 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 NSAI 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
RMB1.4 million, mainly comprising of road
maintenance fees of approximately RMB0.09
million, drilling expenses of approximately RMBO0.86
million, well testing fees of approximately RMB0.04
million and costs of equipment and materials of
approximately RMBO0.41 million.

EROERBRANS (E)

BERK#E ()

—ET——F=A=+—HHNEER
BERETHEEARAIRZT——
FREBYERBERARBEL
2 BfiNetherland, Sewell & Associates,
Inc. ([NSAI) HEEREEHRER
FEER -

MR RHEERESE AR BN FER
B ERAODKEREBEL -
—ZFRHMIRS  EREADQF]
EHEERSHEREENERE
EUHEEREEEDLEERNT
e FIAARRIR=_ZE—NFt A
BEFERRERNZ BT EETHE
B EEFHERINETHEER
BEED A EEREFEE MEEES
AIEEQ@P)FFE - EEE INBLEE(2P)
SREENDEE(PFHEENTGE
M EMEERIESI BT —Z4F
NSALZ FE#& RIESI XREBHER - Ri%
FHEMER - AR RIARA
AEEESEE T — = FNSA
ZAHERELEARBUSEEE - RIFA
@M EPILA B a8 H O A
HE F-DOFNEATHOAR
#1,400,0007t ° T EFEHER
415 B A4 A R#90,0007T - &
£ /A 4 A R #860,0007T ~ B & H
O & B 49 A R 40,0007 & % & #4
# & B4 A R %410,0007T °
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Resources and reserves (Continued)

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
guantities 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.

Natural gas exploration and extraction

As at 30 June 2017, the Group has completed the
ground work and drilling of 274 CBM wells, among
which 225 wells were in production, representing
no change in number of well compared with the
number of wells at the end of 2016. 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
2017, the number of total drills and wells in
production will reach 288 and 264 respectively and
the total gas output will exceed 200,000 cubic
meters per day.

32 CHINA CBM GROUP COMPANY LIMITED
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Liquefaction operation

Since February 2017, the Group has suspended
the production of liquefied natural gas by Shanxi
Qinshui Shuntai, with an aim to lower the
subsequent production cost of R&D on the
Group’s new project, liquefied A-class air. During
the quarter, the trial production of liquefied A-class
air has commenced by making use of our existing
liquefied natural gas equipping with some
necessary transformation and process adjustment.
It is anticipated that such R&D will yield results in
2017.

Marketing and sales

During the Quarter, marketing and sales, employee
structure and sales strategy remained basically the
same. The marketing and sales operation is mainly
focused on the development of the Group’s new
business, i.e. liquefied A-class air. Despite the
suspension of production of liquefied natural gas
by the liquefied natural gas plant, the Group’s
coalbed methane will be delivered directly to the
end user by pipeline, and in line with the expected
increase in gas output volume of CBM wells,
marketing personnel of the Group will strive for the
expansion of customer base to include more
customers with higher profit margin potential, so as
to ensure the sales of piped natural gas will
continue to contribute to the Group’s profitability.

EROERBRANS (E)

RAC

NEE ARREFEAREBFIER —
BILARERNBEEENRAE B
20172 A #B 1= Ik T AL KIBZR
ZBRIERARWEE - RAZFE -
AEBFABRBRICRARZME -
HEBTUEZHERTEHRFHA
B HRTRIEAREROALEE
TE o BT IBTR B ER201 75
SRR -

MEEHERHEER

RAZE MHEHE BIHEBR
HERBMERGR —B - MHEH
MEEEBTRTEINAEEN
ER ORICARZER) BF % - 8
RBIERAR LB EE ERIERA
REL  BEXAEENEERB AR
BEBEREERREAF M5
HEABRESHSRMBEESH
2P BREAKERFHREN
£ ARBRHEEERARGH#
BUAEBENENGERER
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Liquidity, Financial Resources and Capital
Structure

As at 30 June 2017, the Group had net assets of
approximately RMB398,830,000, including cash
and bank balances of approximately
RMB11,536,000. 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 20.64%.

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 scaling-down of any current business.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Employees

As at 30 June 2017, the Group has an aggregate
of 545 employees, of which 101 are research and
development staff, 259 are engineering and
customer service staff, 138 administrative staff and
47 marketing staff. During the Interim period, the
staff cost (including Directors’ remuneration) was
approximately RMB12,670,000 (six months ended
30 June 2016: approximately RMB13,425,000).
The salary and bonus policy of the Group is
principally determined by the performance of the
individual employee. The Group will, on an ongoing
basis, provides opportunity for professional
development and training to its employees. The
Company has also adopted a share option scheme
as incentive to Directors and eligible employees,
details of the scheme are set out in the paragraph
headed “Share Option Scheme” in this report.

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.

EROERBRANS (E)

BE

RZZFE—tFA=1+H A&E
HE A% REE HRifEEAR
101% « TREMERAB2594 © 17
BEEAB138ZEATMHHEHEAS
477 cRARHE - BIRA (B
E5W ) A ARK12,679,000
T(HEZZTE—XR"FAA=1+HL
~NEA - 4 AR#13,425,0000T) ©
RNEEZ FHRICABEER iR
fEpfE B THEXRBERTE - AEEE
ERETANAREERHEEHEE (SN
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Significant investment, material acquisitions and
disposal of subsidiaries

Save as disclosed in this report, the Group did not
have any significant investment, material acquisition
and disposal of subsidiaries and associated
companies during the Interim Period.

Outlook

The upstream business of the Company is
improving steadily and the well construction and
gas output are both increasing constantly. 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 the
Group’s vertical integration business will emerge. In
recent years, the unfavorable bottleneck of raw gas
shortage will gradually be tackled and the
production capacity of our LNG plants will be fully
unleashed. Together with the increase in the
proportion of self-produced LNG, the Company will
be gradually less affected by external factors and
the uncontrollable risks involved in the operation of
the Company will be lowered. It is projected that by
the end of 2017, the daily output of natural gas
exploration business will break through beyond
200,000 cubic meters.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Outlook (Continued)

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. However, the drop
in selling prices of natural gas has resulted in
operating losses. Management of the Company will
spare no effort in overcoming difficulties and be
devoted to making contribution to the Company’s
profit margin and long-term development.

EROERBRANS (E)
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Outlook (Continued)

In addition, against a backdrop of air pollution in
Mainland China that cannot be effectively improved
in the short run, the public, especially residents in
Northeast China where the pollution is relatively
more severe, have an increasingly strong demand
for fresh air. In response to such market demand,
the Group has conducted the R&D on liquefied
A-class air technology since the beginning of 2016.
Liquefied A-class air refers to air undergone
multiply filtration, liquefied and pumped into various
sealed bottles. It is released slowly when used to
provide A-class fresh air that sustains normal
respiration by users. This product possesses
advantages over ordinary air purifying devices as it
is of low cost, easy to carry and subjected to no
conditions of usage, such that it can be widely
applied in household vehicles, family lives, and
business or office venues. As an extremely
desirable new product, the production of which is
expected to bring about consideration
cost-effectiveness for the Group. In respect of
household vehicles, the Group’s target cities are
Beijing, Tianjin, Zhengzhou and Shijiazhuang, and
the total number of vehicles in such places
amounts to approximately 7.5 million. Based on
the estimated production capacity of LLIFa 7K |IEZE
AL TR(Shanxi Qinshui Shuntai Liquefying Plant),
the Group will only be able to meet 1.9% demand
of the targeted cities. As such, the Group believes
that the liquefied A-class air business has a huge
development potential. Currently, the R&D on
liquefied A-class air has entered the stage of
transformation and calibration for liquefying
equipment and optimized molding for liquefied air
bottles. In order to expedite R&D of this new
product that may kickoff a new business for the
Group, the Group has suspended the production
of liquefied natural gas by Shanxi Qinshui Shuntai
since February 2017 with an aim to lower the
subsequent production cost of R&D on liquefied
A-class air. Trial production of liquefied A-class air
has commenced by making use of our existing
liquefied natural gas equipping with some
necessary transformation and process adjustment.
It is anticipated that such R&D will yield results in
2017.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Outlook (Continued)

Despite that the Group has suspended the
production of liquefied natural gas by Shanxi
Qinshui Shuntai since February 2017, the Group is
fully confident in the prospect of the natural gas
market in China. In 2017, the Group is intending to
transport natural gas from gas blocks directly to
industrial users through pipelines, so as to secure
profit contribution from the natural gas business.

EROERBRANS (E)

Al ()

BERANEBE2017F2 A= IET
WP KBS 2 RAIE KA R B &
E BAEEHFBEORAZ TS
A= ADATTME L o R20174F
EEFERAR R RE LHRAR
HRBEEEERGAIFERR U
BRRKAREBNAL BERERT
REFIERE -

It FhHRE PEEEREEERAR 39



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

As at 30 June 2017, the interests and short
positions of the Directors and chief executive of the
Company in the shares, underlying shares and
debentures of the Company or any of its
associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFO”)
as recorded in the register required to be kept by
the Company under section 352 of the SFO or as
otherwise notified to the Company and the Stock
Exchange pursuant to the required standard of
dealings by directors of listed issuers as referred to
in Rule 5.46 of the GEM Listing Rules were as
follows:

Long positions in shares, underlying shares and
debentures of the Company

EERBSTHRAERKRS
B R D K B3 2 a5
=

RZZT—+FNA=+H ZARQ
AIREESRBAEKRA ((FHER
HEIEH]) E3525BEMBFEZ
FrfArass - RBEAIZERLET
MBI ABIKFTIE FTHBITAES
EITRGNATREDMEARAA
R EBRERARAZEITH
ABEARRABREAMREER (E
R BFREEKROIEXVE) KR
m - BERDRESP 2R KK
BuE :

RARBRBA - RN RMEFZ
"R

Number of
ordinary shares/
Nature of underlying  Approximate%
Name Capacity Interest shares of shareholdings
LERGRHE BREN
#E 5t EatE REOEE Bk
Mr. Wang Zhong Sheng  Interest of controlled  Corporate interest 18,118,500 1.38%
FRBEE corporation NGIL: £ (Note 1)
REfEER (FsE1)
Beneficial owner Personal 470,588,254 35.66%
BB fAA (Note 2)
(KizE2)
Mr. Fu Shou Gang Beneficial Owner Personal 324,750 0.02%
&S5 & ERBEEAA fBA (Note 3)
(F#7E3)
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Long positions in shares, underlying shares and
debentures of the Company (Continued)

Notes:

1. Such shares are owned by Jumbo Lane
Investments Limited.

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

2. Out of the 470,588,254 long positions, Mr. Wang
Zhong Sheng is interested as (i) a grantee of options
to subscribe for 324,750 shares under the share
option scheme adopted by the Company on 18
May 2011; (ii) a beneficial owner of 376,121,483
issued shares of the Company; and (i) a holder of
convertible bonds convertible to 94,142,021
conversion shares.

3. Mr. Fu Shou Gang 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.

ESNESTHRABRKRS
HERG K ES 2B
2 (&)

RAEDTRED - HEROGRESZ
R (%)

B e :

TABLEREEEREBRR
RIEHITRA Z100%4E % RE
BEREPEEF A RBPER
BISEXVED - TR EEWBR AR
BEREERAREAZRDF
WA -

2. ITRBEESRATIERESR
#%470,588,2540% B 17 2 4F & : ()
BREZEARA  BEAREAR
ARR=ZTE——FRATNBR
4N B SRR RE AT EI R B 324, 750/% iR
H(NEZHEBA BB
376,121,483 AN A Al B & 1T %
7 RiiTRBREFZ2HFEA
AR 504,142,021 BHARAR 1D ©

3. FNERTEERBREZARA
BEED IREBEAAFTR=ZZ
——F R A+/\BRMERE
51215288324, 7508 i 15 -
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Long positions in shares, underlying shares and
debentures of the Company (Continued)

Save as disclosed above, as at 30 June 2017,
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 Interim Period.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE
INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO

As at 30 June 2017, 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

FERRERRO RERE
BRERBEFRHMEMRMA
THREZBRERKXEZAL

RZZ—tFRXA=1+H  #RE
& 75 K HI B G0 533615 R E AR
BIATHFEZELMAARE - 5
AL (BEREXHEZEERAR
ARBITHAERIN RARERK
I RARRE R AR ETORE

R 2R

Approximate
percentage of

Name Number of Shares  Nature of Interest shareholding
A RGEE BEME BFRBABE I
Ms. Zhao Xin (Note) 488,706,754 Interest of spouse 37.04%
A (MEE) fl A8 2 #E 2

Notes: Bisr

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

Save as disclosed above, as at 30 June 2017, no
other person (other than the Directors or chief
executive of the Company) had an interest or short
positions in the shares and underlying shares of the
Company as recorded in the register required to be
kept by the Company pursuant to Section 336 of
the SFO.

REEFLBEGRD BELL (R
BEEZEE) BIRIENARRHEA E
o@Em s -

B EXRBEEIN  BIREES I
B IGPIEBIRREARRRATHE
BEZERMAEE RoF—t5F
RA=+H YEEMAL(EF
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RERRD RARRIRR D T A A K

NN
KA e
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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 or Short
Positions in Shares, Underlying Shares and
Debentures” above and in the section “Share
Option Scheme” below, at no time during the
Interim Period were rights to acquire benefits by
means of the acquisition of shares in or debentures
of the Company granted to any director or their
respective spouse or minor children or chief
executive or were any such rights exercised by
them; or was the Company or any of its
subsidiaries a party to any arrangement to enable
the directors to acquire such rights in any other
body corporate.
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SHARE OPTION SCHEME

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

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.

BB

BRER=ZE——FAA T+ \BBEA
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([EERETE) B &R - R
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SHARE OPTION SCHEME (Continued)

Information in relation to share options during the
Interim Period disclosed in accordance with the

GEM Listing Rules was as follows:

BRETE ()

RARRE] - RIBRIZR ET AR AT
KEARBRENERNT

Exercise
price of
Cancelled/ per share Adjusted
Name and As at Granted Exercised lapsed Asat Date of Exercise as at the date exercise
category of 1 January during the during the during the 30 June grant of periodof  of grant of price per
participants 2017 period period period 2017 share options  share options  share options  share option
R L RERE  SHERE
ZE-tF B L B/ WoE-tf BhE BRE REREZ A 514
SEERAREN -A-8 355 B %% AB=tH REAH &8 SRARE kg
Executive Directors
HiEE
Mr. Wang Zhong Sheng 324,750 - - - 324,750 3062011 30/6/2011- 0495 381
IoBiE 29/5/2021
Mr. Fu Shou Gang 324,750 - - - 324,750 30562011 30/6/2011- 049% 381
DEL VR 29/5/2021
649,500 - - - 649,500
Employees 5,486,976 - - - 5,486,976 30552011 30/5/2011- 049% 381
3 29/5/2001
Consultants 25,982,508 - - - 2598259 30552011 30/6/2011- 049% 381
BH 29/5/2021
32,119,074 - - - 219074
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SHARE OPTION SCHEME (Continued) BREE (]
Notes: B3t -

()  The terms and conditions of the grants that existed () AR EITFE 2 % KR K A& 10

during the Interim Period are as follows: T
Remaining
Number of Contractual
options  Vesting conditions life of options
BREHE BERG BRESHFSED
Options granted:
B MR
30 May 2011 215,220,000 Vest immediately 10 years
—T——FRA=1H BN SR 10
30 May 2011 43,080,000 Half on each of the first 10 years

and second anniversaries
of grant date

—E2——FRA=+H REASZz @R 106
BE_RBFAEBR—F

(i)  The number and weighted average exercise prices (i) EBREZEE RNETFHITEE

of options are as follows: PORNE

Weighted average Number of
exercise price options
MELHBTEE BREHA

HKS

BT
Outstanding as at 1 January 2017 NZE—+F—-[F—BATE 3.81 32,119,074
Granted during the period BAERE = =
Outstanding as at 30 June 2017 RZZ—tF A=ZTHRTRE 3.81 32,119,074
Exercisable as at 30 June 2017 RZZE—+F A=THAME 3.81 32,119,074

The options outstanding as at 30 June 2017 hadan RZ=ZT—tFNA=1+HZRTERERK
exercise price of HK$3.81 and a weighted average ~ ##Z1T{#{B A3.818 7T ' MEFHEL
remaining contractual life of 3.9 years. FIRRF HA/R3.95F ©
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SHARE OPTION SCHEME (Continued)

As at the date of this Report, the total number of
shares available for issue under the New Share
Option Scheme was 32,119,074 ordinary shares,
representing approximately 2.43% of the issued
shares of the Company.

The subscription price per share under the New
Share Option Scheme is solely determined by the
Board, and shall be at least the higher of: (i) the
closing price of the shares as stated in the Stock
Exchange’s daily quotation sheet on the date of
offer to grant option, which must be a business
day; (ii) the average of the closing prices of the
shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 business days
immediately preceding the date of offer to grant
option; and (i) the nominal value of a share on the
date of offer to grant option, provided that in the
event of fractional prices, the subscription price per
share shall be rounded upwards to the nearest
whole cent.

CONTINGENT LIABILITIES

As at 30 June 2017, the Group had no material
contingent liabilities.

AMOUNT OF CAPITALISED INTEREST
Save as disclosed in this report, no interest has

been capitalised by the Group during the Interim
Period.
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CONVERTIBLE SECURITIES, WARRANTS
OR SIMILAR RIGHTS

As at 30 June 2016, the Company had outstanding
convertible bonds convertible to 94,145,021
conversion shares and outstanding options to
subscribe for 32,119,074 Shares under the share
option scheme adopted on 18 May 2011. Details
of New Share Option Scheme are set out in pages
45 to 48 of this report.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under
the Company’s bye-laws, 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 Interim Period, neither the Company nor
any of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company nor any
or its subsidiaries.

AUDIT COMMITTEE

The Company established an audit committee with
written terms of reference in compliance with the
GEM Listing Rules on 28 July 2003. The primary
duties of the audit committee are, among others,
to review and oversee the financial reporting
principles and practices adopted as well as internal
control procedures and issues of the Group. It also
reviews quarterly, interim and the final results of the
Group prior to recommending the same to the
Board for consideration.
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i# 77 7] B8 38 594,145,021 A% 2 i AR
DEAREBRATBBRESFURRE
——F R A+ N\BERMNZBERET
278 T 7] R BES32,119,074R% A% 19 &Y
TIARITEB R - FIERERTEN
HBEHR AR EEISEI8E »

BrRBEHE

ARRB 2 AREARIE B REEGIYL
B EARELERER G R
EARBAMRERRRLHIEZ
BEFMBAD ©

BE - HEIEEAQRF L
™ & 2

RARE » RARSHEEMMBA
AMERE HEXBRARAIHK
HEMMBARZERMETES -

BEREEE

RRABERZZBT=FLtA-TN
HERAIZER LR RILEZ
ZESYEmIAELBERE - F
BREEGZIBRAER(EHEHE)
BERRERAEBE 2 MEARRA
KPR 2 186 - LA R A AR EE A2
FREE YEERRAEZSRZ
ZREA - ETERASEENEE -
MEIR 2 EFRLE -

It FhHRE PEEEREEERAR 49



AUDIT COMMITTEE (Continued)

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

During the Interim Period, the audit committee has
held two meeting. The Group’s unaudited
consolidated results for the Interim Period have
been reviewed and commented by the audit
committee members.

In order to maintain a high quality of Corporate
Gover nance, the audit committee concluded that
the Group has employed sufficient staff for the
purpose of accounting, financial and internal
control.

CORPORATE GOVERNANCE

During the Interim Period, save as disclosed below,
the Group has complied with the code provisions
in the Corporate Governance Code and the
Corporate Governance Report set out in Appendix
15 to the GEM Listing Rules (“HKSE Code”).

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

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

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

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

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

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

By order of the Board
Wang Zhong Sheng
Chairman

China, 11 August 2017

As at the date hereof, the executive Directors are
Mr. Wang Zhong Sheng and Mr. Fu Shou Gang,
and the independent non-executive Directors are
Mr. Luo Wei Kun, Ms. Pang Yuk Fong and
Mr. Wang Zhi He.
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