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CHARACTERISTICS OF THE GEM (“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 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 Listed
Company Information” page of the GEM website
at www.hkgem.com for at least seven days from
the date of its publication.
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FINANCIAL HIGHLIGHTS
MBERE

2

Turnover of the Company together with
its subsidiaries (collectively, the “Group”)
for the three months ended 31 March
2022 was approximately RMB60,941,000,
representing an increase of 6.45% as
compared with corresponding period in
the previous financial year.

The Group realised a loss of approximately
RMB5,778,000 for the three months
ended 31 March 2022.

Basic loss per share attributable to
equity shareholders of the Company was
approximately RMBO0.28 cents for the
three months ended 31 March 2022.

The board of Directors (the “Board”)
does not recommend the payment of
any dividend for the three months ended
31 March 2022.
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CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
HHGEERER

The unaudited condensed consolidated results
of the Group for the three months ended
31 March 2022 (the “Quarter”) together with
the unaudited comparative figures for the
corresponding period in 2021, respectively were
as follows:

(Unless otherwise stated, all financial figures
in this quarterly report are denominated in
Renminbi (“RMB™))
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CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS

(Continued)
R EaEmER(E)
Three months ended 31 March
BE=A=1+-HL=EA
2022 2021
—E-C —E-—F
Note RMB’000 RMB 000
Pt & AR T AREF
(unaudited) (unaudited)
(REER) (REEZ)
Turnover o 2 60,941 57,247
Cost of sales HEK A (55,646) (53,336)
Gross profit E7 5,295 3911
Other revenue and net income ot W 2 & OF WA 2 463 1,228
Distribution costs 28R (1,266) (1,369)
Administrative expenses THRZ (10,574) (7,478)
Other operating expenses HEemy (153) (194)
Finance costs BHER (830) (1,038)
(Loss) before income tax BRETERAN(EE) (7,065) (4,940)
Income tax credit IEMESE 3 = 1
(Loss) for the period HE(EE) (7,065) (4,939)
Attributable to: T
Equity shareholders of the Company 7% 73 &1 1 %5 R 58 (5,778) (4,844)
Non-controlling interests FEEER (1,287) (95)
(Loss) for the period HRE(E8E) (7,065) (4,939)
Dividends attributable to the period i/ & 1 % & 4 = -
RMB (cents) RMB (cents)
AR¥(2) AR (D)
Loss per share BREE 5
~ basic -5 (0.28) (0.37)
— diluted -8 (0.28) (0.37)
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CONDENSED CONSOLIDATED
STATEMENT OF OTHER
COMPREHENSIVE INCOME

HHGEHEMEZEKER
Three months ended 31 March
BE=A=+—-HL={EA
2022 2021
—E-C —E-—F
RMB’000 RMB'000
AR T ARETFT
(unaudited) (unaudited)
(RBER) (REER%)
(Loss) for the period HE(ER) (7,065) (4,939)
Other comprehensive income/ HRHEM2EKS
(expense) for the period (%)
ltems that may be reclassified HERTRENsEE
subsequently to profit or loss: BmMIEE:
Exchange differences on translation #HENEEEG KRR 2
of financial statements of fE X =%
foreign entities 1,328 (370)
Total comprehensive (expense) HEzEEX)AR
for the period (5,737) (5,309)
Total comprehensive (expense) THEEZEFES)
attributable to: ‘.
Equity sharehalders of the Company 787 &1 4 %5 R 58 (4,450) (5,214)
Non-controlling interests FEEER (1,287) (95)
(5,737) (5,309)
T CFF-FEEERES TREEREEARAR 5



CONDENSED CONSOLIDATED

STATEMENT OF CHANGES IN EQUITY

EHHRGEEREHR

(unaudited)

Share

capital

%
RHB000
ARRTT

Share
premium

ARRT,

Attributable to equity shareholders of the Company
RARERREG

Translation
Tesere

General
Teserve

-Rik
RHB000

ELEQ
A8 000
e

Contributed
surplus

LEED
RHB 000
ABET

Share
option
Teserve

Convertible
bonds
Teserve
TERES
BREGE i
RIBO00  RHBUOD
\BRFT AR

Accumulated
losses

2HEE
RHB000
ARK

Total

it
8000

Non-
controlling Total
interests equity

FERER  4RE
RUBY00 RHB 000
A ABKT)

Balance at 1 January 2022

17133 142,284 1892 (11,091 584,838 - - (573434 161622 (46993 114,669
Los - - - - - - = (5,778) (5,778) (1,287) (7,065)
Other comprehensive loss R
for the period - - - 1328 - - - - 1,328 - 1,328
Total comprehensive loss
for the period - - - 1328 - - - (5,778) (4,450) (1,287) (5,737)
Balance at 31 March 2022
17133 142,284 1892 (9,763) 584,838 - - (679212 157172 (48,2400 108,932
Atributable to equity shareholders of the Company
i I
Share  Convertible Non-
Share Share Gengral  Translation ~ Coniributed option bonds  Accumulated controlling Total
captal - premium Teserve reserve surpls reserve Teserve losses Tl interests equity
ThpEs
Bt RWEE -RER HERE £ BRERE 2itER FakEs L2
(unaudited) RHBUGD  RWBUOO  RMBDAD  RMBUOO  RWBUOO  RWBUAD RIB000 RIBO0O RHBUO0O0
A A& NEKFE NEEFT AREFR
Balance at 1 January 2021
1090 13L& 823 (9878 584838 30849 8652 (16987 147739 (28945) 118794
or the period - - - - - - - (4.840) (4,844) (4939
0 prefensive loss
for the period - - - (310) - - - - (370) - (370
for the period - - - (370) - - - (484 (5,214) (95) (5,309
Balance at 31 March 2021
10910 131082 8273 (10248 584838 30849 865 (283 142525 (29040 113485
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NOTES:

il

Basis of presentation of financial statements

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

The unaudited consolidated results for
the Quarter have not been audited by the
Company’s auditor, but have been reviewed by
the Company’s audit committee. The accounting
policies and basis of preparation used in the
preparation of the unaudited consolidated
results for the Quarter are consistent with
those used in the Company’s annual financial
statements for the year ended 31 December
2021.

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

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

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

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

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

The amount of each significant category of
revenue recognised in turnover during the
Quarter is as follows:

EER HWsERFRA

AR RBREZERAR - HHf
BRABAZEZXEBRRIEE
Fﬂi?&%ﬁ(&%kh&
tHEERYRRE
%ﬁ%%&%ﬁ%ﬁ%@%
f%o

XEEREPRHEER R
EE%Z%%FE B
BEMRZXER  XRME
ERRERAEITNZIIE

AEEAREEBERRZE
HERREEFNSEOT:

Three months ended 31 March
BEZR=+-HL={A

2022 2021
—E-C —E_—fF
RMB’000 RMB 000
AREFT AREFT
Turnover EEE 16,970 13,830
Sales of liquefied coalbed gas BEEBREE (RE
(including provision of liquefied RERLCEEBR
coalbed gas logistic services and W AR e 1R 4
provision of coalbed gas liquefied EERRKIL
processing services) nIR®)
Sales of piped natural gas and EBRARHEER
provision of gas supply REERTERRS
connection services 43,971 43,417
60,941 57,247
Other revenue and net income H‘r@”ﬁlﬁ}}i%ﬂﬁ(}\
Interest income from bank deposits ERZHMBWA 14 17
Other net income ,Jﬂl@ilﬁ()\ 449 1,211
463 1,228
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3.

Income tax
(@) Hong Kong profits tax

Hong Kong Profit Tax is calculated at
16.5% of the estimated assessable profits
for the period ended 31 March 2022 and
2021.

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 Quarter.

(b)  Overseas income tax

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

There was no significant unprovided
deferred taxation for the Quarter.

Dividends

The Board does not recommend the payment
of any dividend for the Quarter (corresponding
period in 2021: Nil).

Loss per share

The calculation of basic and diluted loss
per share for the Quarter were based on the
unaudited loss attributable to shareholders for
the Quarter of approximately RMB5,778,000
(corresponding period in 2021: loss of
approximately RMB4,844,000), and the
weighted average number of 2,078,000,248
(corresponding period in 2021: 1,319,484,534)
shares in issue of the Company. The weighted
average number of shares in issue was
calculated based on the number of shares in
issue or deemed to be in issue before placing
but after corresponding adjustments by the
Company upon capitalisation of share premium.

Diluted loss per share

Diluted loss per share attributable to equity
shareholders of the Company for the Quarter 2022
and 2021 is the same as the basic loss per share as
the effect of dilutive potential ordinary shares from
share options is anti-dilutive.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Review

The Group recorded a consolidated turnover of
approximately RMB60,941,000 for the Quarter,
representing an increase of approximately
6.45% compared with the corresponding
period of last year. Loss attributable to equity
shareholders of the Company for the Quarter
was approximately RMB5,778,000, compared
with the loss attributable to equity shareholders
of approximately RMB4,844,000 for the previous
period.

The turnover increased from RMB57,247,000
to RMB60,941,000 for the Quarter, it mainly
due to an increase in the turnover of provision
of coalbed gas liquefied processing services of
RMB2,629,000 for the Quarter.

The gross profit margin slightly increased from
6.83% in 2021 to 8.69% for the Quarter, the
increase was mainly because of the lower per-
unit fixed costs charged to cost of sales as a
result of the increase in production volume
(provision of liquefied coalbed gas and coalbed
gas liquefied processing services) in the first
quarter of 2022.
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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

EBOERERASR

BERR#E

BHABEBHERERARA

AT RIS 3 82 R D) R fr
T E T R K
R BASELRTE
L7 B 096 B A

£% R A R Eﬁi%ﬁﬂ%@fﬁﬂ
IBRKEE -ZEREREEM

RUEEREFREEEXZAR
Qﬁ%ﬁﬁﬁ%ﬂﬁ%lﬁﬁﬁﬂ

coal mine areas owned by Shanxi Yangcheng HElHeeReE—RHAaLEnE.
Yangtai Group Industrial Company Limited. E60%Hx$$§é = EE$EIE¢
Huiyang New Energy is a joint venture company —HE2EWRBARIEE -
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 LTEHIINETEBREEHZ
properties as of 31 March 2022 are set out —E-E=ZA=+—HBHE=E
below: Fib
Reserve Reserve
evaluation evaluation
of the CBM of the CBM
properties properties
as at as at
31 March 2022 31 March 2012
R=F=Z= R=B-=F
=A=t+-H =A=t+-H
NWEBREE MNEEREE
fHET mEFME
BCF BCF
TEYEER +ELERR
Total original gas in place on  FT& [& 18 /Y[R 14
all blocks f%ﬁiﬁgz@ﬁi 193.6 272.4
Net 1P (Proved) reserves E.ﬂ E(IP)VFR=E 108.9 35
Net 2P (Proved + Probable) ERE jJME% i3
reserves (2P)FRHE 154.7 27.7
Net 3P (Proved + Probable + & & /01 A& A0 7] &
Possible) reserves BP)FFHE=E 193.6 205.0
T FEFTEEERE PEEEREEERAA 11



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 RMBO0.04
million and costs of equipment and materials of
approximately RMBO0.41 million.

EBOERBRAS(E)

BERK#E(H)

—E——_F=ZA=1+—8B8H K
EREEMEFTHELAAAR
—E - FZXEBIEREFE
X SR & % = I 72 B0 Netherland,
Sewell & Associates, Inc. ([NSAL)
HEEREEME ETFEA
SR HER -

MATERERSEIARDRDF
BERRE ERFOHERTE
h—ZE——FHEERES B
FEARABENEETZEBEE
BREENHE BULHERE
REEEHLFEEROTMG - AT
NARBR-_ZE—WOFLAE
EEREERN 2B EET G
HWEHIEBTERINE TH
BREEFLENLLHREEE
IMEERE NATREGP)F 2 - B
BEMBECP)EHEND &
B(P)EMEMTRE  MAGHH
T KRIESIE T —— 4 NSAl
ZEENMEBEIIKXKBMER - RIE
FENER MEEBRNRLR
AARMEREER T ——
ENSAIZ P EHEE KRB EE
B REAEEZIMBIILE
AR EFORNKAGE B
FE-ODHHNEAIHOHAEAR
#1,400,0007C © X B A @ K
#1&8 B4 A R 90,0005t -
i & A # A R #860,0007T
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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
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.

Natural Gas Exploration and Extraction

As at 31 March 2022, the Group has completed
the ground work and drilling of 229 CBM wells,
among which 164 wells were in production, the
operating wells with stable production since they
had been put in operation.

Liquefaction operation

As at 31 March 2022, the production capacity of
the Group’s LNG plants remained unchanged at
the level of approximately 500,000 cubic meters
per day. Due to the insufficient raw gas supply,
the average daily production was only around
80,000 m? for the Quarter. The Group will try
the best effort to stabilised the gas supply from
suppliers and increase the utilisation rate of our
LNG plants, and which will continue to increase
the income, profit and cash flow contribution to
the Group.

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

Marketing and sales

During the Quarter, 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, by contrast,
the sales price took on a descending trend,
which, to some extent, has affected the sales
performance.

Liquidity, Financial Resources and Capital
Structure

As at 31 March 2022, the Group had net assets
of approximately RMB108,932,000, including
cash and bank balances of approximately
RMB68,125,000. 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 18.9%.

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 31 March 2022, the Group has an
aggregate of 337 employees, of which 24
are research and development staff, 196 are
engineering and customer service staff, 100
administrative staff and 17 marketing staff.
During the Quarter, the staff cost (including
Directors’ remuneration) was approximately
RMB5,139,000 (For the three months ended
31 March 2021: approximately RMB4,164,000).
The salary and bonus policy of the Group is
principally determined by the performance of
the individual employee. The Group will, on
an ongoing basis, provides opportunity for
professional development and training to its
employees.

Risk in Foreign Exchange

The group entities collect most of the
revenue and incur most of expenditures in
their respective functional currencies. The
Directors 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.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Outlook

The upstream business of the Company is
improving steadily and the well construction
and gas output are both increasing constantly
During 2017, the Company made technologica
upgrade to some old wells to improve production
capacity and output, laying a solid foundation
for the Company’s long-term performance.
However, the shortage in supply of raw gas kept
handicapping the Company. Daily gas output
of the upstream business was insufficient
to allow the 500,000 cubic meters daily
production capacity of liquefaction plant to be
fully unleased, the Group commenced the R&D
on C-H to Synthesis of natural gas production
in 2017, which is temporarily named as High-
temperature water Activate C-H to Synthesis
of Natural-gas Technology. The Group has
commenced the process of commercialized
design in the second half of 2019 and small-
scale production is expected to start before the
end of 2021. The first experiment equipment
went through trail run in June 2021, according
to the results of the trial run, we proposed the
improved design, which involved special steel
material imported from abroad. The disrupted
global supply chain due to COVID-19 led to the
delay in obtaining the imported steel material.
The second experiment equipment is in the
progress of construction which is expected to be
completed in November 2022 and the trail run
is expected to be in December 2022. According
to the results of the trial run, the Group intends
to build 10 equipment of which each is capable
of cubic 50,000 meters daily production of
natural gas. With the steady increase in the
number of upstream wells and gas output and
the successful development of C-H to Synthesis
of natural gas production, the Group’'s LNG
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plant will get a stable gas supply, enabling
the LNG plants to reach full production and
realize the commercial value of the LNG plants.
As the Group’s raw gas supply will be further
consolidated, the synergies of vertical integration
business of the Group will emerge. With the
stable supply from self produced well gas and
C-H to Synthesis of natural gas production, the
Company will gradually reduce its exposure
to external factors and the risks beyond the
Company’s control in its operations will also be
reduced. Given the successful development of
such technology, the Group can cooperate with
the city gas pipeline network to introduce C-H
to Synthesis of natural gas production directly
into the city gas pipeline network, providing new
profit growth for the Group.

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. The demand growth of natural gas market
will continue to retain its strong momentum.
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.
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MAJOR TRANSACTION AND EVENTS

Major Transaction: Disposal of entire equity
interests in a PRC subsidiary

On 2 December 2021, the wholly-owned
subsidiary of the Company (holding 97.5%
of equity shares of Guangxi Beiliu Gas Co.
Ltd.) and Miss Sun Guilan (holding 2.5% of
equity shares of Guangxi Beiliu Gas Co. Ltd.)
entered into the conditional Sale and Purchase
Agreement with the Purchaser pursuant to
which the Vendors agreed to sell and the
Purchaser agreed to acquire the 100% equity
interest of Guangxi Beiliu Gas Co., Ltd. for a
cash consideration of RMB80,000,000 (subject
to adjustment). Upon Completion, the Group will
cease to hold any interests in Guangxi Beiliu Gas
Co. Ltd.. Guangxi Beiliu Gas Co. Ltd. is a limited
liability company established in the PRC and is
principally engaged in sales of piped natural gas
and provision of gas supply connection services
in Beiliu City, Guangxi Province, the PRC.

As more than one of the applicable percentage
ratio(s) exceed 25% but less than 75%, the
Disposal constitute a major transaction on
the part of the Company under Chapter 19 of
the GEM Listing Rules and shall be subject to
Shareholders’ approval at the special general
meeting. A special general meeting of the
Company has been convened on 10 February
2022, and was passed by ordinary resolution.

For details, please refer to the announcement
of the Company dated 2 December 2021,
19 January 2022 and 10 February 2022 and the
circular of the Company dated 19 January 2022.
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MAJOR TRANSACTION AND EVENTS
(Continued)

Proposed adoption of the new share option
scheme

Pursuant to the ordinary resolution passed by
the Shareholders on 18 May 2011, the Company
adopted the Share Option Scheme. Under the
Share Option Scheme, the Board may offer
options to the eligible persons prescribed in the
Previous Share Option Scheme in its discretion.
the Company had granted 32,119,074 options
under the Share Option Scheme to subscribe
for an aggregate of 32,119,074 Shares, of which
no options had been exercised and all the
32,119,074 options have been lapsed, resulting
in no options remained outstanding. The Share
Option Scheme has expired on 18 May 2021
and no further new options may be granted
under the Share Option Scheme. The Company
proposes to adopt the New Share Option
Scheme subject to, among others, the approval
by the Shareholders at the SGM. A special
general meeting of the Company has been
convened on 28 March 2022, and was passed
by ordinary resolution.

For details, please refer to the announcement
of the Company dated 10 March 2022 and
28 March 2022, and the circular of the
Company dated 10 March 2022.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2022, 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
(“SFQ")) as recorded in the register required
to be kept by the Company under section
352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to
the required standard of dealings by directors of
listed issuers as referred to in Rule 5.46 of the
GEM Listing Rules were as follows:

(@) Long positions in shares, underlying
shares and debentures of the Company
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Name Capacity Nature of interest shares of shareholdings
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®E &7 BRME 13 8 B Btk
Mr. Wang Interest of Corporate interest 18,118,500 0.87%
Zhong Sheng controlled INGE £ (Note)
TEBRAE corporation (M 3E)
FEE R
Beneficial owner Personal 1,353,566,412 65.14%
ERAA (EPN
Notes: BT
Such shares are owned by Jumbo Lane ZEREHBEREERD
Investments Limited. TS o
Mr. Wang Zhong Sheng owns 100% interest FTEBAEEEESERES

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
SFO (Chapter 571 of the Laws of Hong Kong).
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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 31 March 2022,
none of the Directors or chief executive of
the Company had any other interests or short
positions in any shares, underlying shares
or debentures of the Company or any of its
associated corporations (within the meaning
of Part XV of the SFO) which were required,
pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or
which were otherwise required, pursuant to
the required standard of dealings by directors
of listed issuers as referred to in Rule 5.46 of
the GEM Listing Rules, to be notified to the
Company and the Stock Exchange. The Group
had not issued any debentures during the
Quarter.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE

INTEREST AND SHORT POSITION IN
SHARES AND OPTIONS UNDER SFO

As at 31 March 2022, 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/underlying shares
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Name Number of shares Nature of Interest shareholding
%A ROBE REEMHE BRESL
Ms. Zhao Xin (Note) 1,371,684,912 Interest of spouse 66.01%
2 2+ (B 5E) A48 2 #E =

Note: B 3% -

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 31 March 2022,
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.
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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
Quarter were rights to acquire benefits by means
of the acquisition of shares in or debentures of
the Company granted to any Director or their
respective spouse or minor children or chief
executive or were any such rights exercised
by them; or was the 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 the ordinary resolution passed by
the Shareholders on 18 May 2011, the Company
adopted the Previous Share Option Scheme.
Under the Previous Share Option Scheme, the
Board may offer options to the eligible persons
prescribed in the Previous Share Option Scheme
in its discretion. The Company had granted
32,119,074 options under the Previous Share
Option Scheme to subscribe for an aggregate
of 32,119,074 Shares, of which no options had
been exercised and all the 32,119,074 options
have been lapsed, resulting in no options
remained outstanding. The Previous Share
Option Scheme has expired on 18 May 2021.
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SHARE OPTION SCHEME (Continued)

Pursuant to an ordinary resolution passed
on 28 March 2022, the Company’s 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 27 March 2032. On 7 April 2022, the
Board approved to grant options in respect of
15,000,000 ordinary shares to the Company’s
financial adviser under the New Share Option
Scheme.

For details of the New Share Option Scheme,
please refer to the circular of the Company
dated 10 March 2022.

Information in relation to share options disclosed
in accordance with the GEM Listing Rules was
as follows:
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SHARE OPTION SCHEME (Continued)

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

Outstanding as at A ——
1 January 2022 —A—HBXR1IE

Granted during the period HiRAE #% &

Outstanding as at i

31 March 2022 =A=+—HXTE®E
Exercisable as at A ——

31 March 2022 —A=+—Ha11#E

AMOUNT OF CAPITALISED INTEREST

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

CONVERTIBLE SECURITIES, WARRANTS
OR SIMILAR RIGHTS

The Company had no outstanding convertible
securities, warrants or instruments carrying
other similar right as at 31 March 2022.

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

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

AUDIT COMMITTEE

The Company established an audit committee
(the “Audit Committee”) with written terms of
reference in compliance with the GEM Listing
Rules on 28 July 2003. The primary duties of
the audit committee are, among others, to review
and oversee the financial reporting principles
and practices adopted as well as internal control
procedures and issues of the Group. It also
reviews quarterly, interim and the final results of
the Group prior to recommending the same to
the Board for consideration.

The audit committee comprises of the three
independent non-executive Directors, namely
Mr. Wang Zhi He, Mr. Xu Yuan Jian and Mr. Lau
Chun Pong (Chairman).

During the Quarter, the Audit Committee has
held one meeting. The Group’s unaudited
consolidated results for the Quarter have
been reviewed and commented by the Audit
Committee’'s members.

The audit committee concluded that the Group
has employed sufficient staff for the purpose
of accounting, financial and internal control to
maintain a high quality of corporate governance.
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CORPORATE GOVERNANCE

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

Under code provision A.4.1 of the Code,
non-executive directors should be appointed for
specific terms, subject to re-election. Currently,
the independent non-executive Directors have
no specific 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.

Under code provision A.2.1 of the 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 code provision A.2.1 of the
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.
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CORPORATE GOVERNANCE (Continued)

The Company understands the importance to
comply with code provision A.2.1 of the 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 specific enquiries to all
Directors, the Company was not aware of any
non-compliance with such code of conduct
during the Review Period.

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

By order of the Board
Wang Zhong Sheng
Chairman

13 May 2022

As at the date hereof, the executive Directors
are Mr. Wang Zhong Sheng (Chairman) and
Mr. Chang Jian, the non-executive Directors
are Mr. Duan Shi Chuan, Mr. Wang Chen and
Mr. Liang Feng, and the independent non-
executive Directors are Mr. Lau Chun Pong,
Mr. Wang Zhi He and Mr. Xu Yuan Jian.
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