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CHARACTERISTICS OF GEM OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE
“STOCK EXCHANGE")

GEM has been positioned as a market
designed to accommodate small and mid-sized
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.

Given that the companies listed on GEM are
generally small and mid-sized companies,
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 Company
Announcements” page of the GEM website at
www.hkgem.com for at least seven days from
the date of its publication.
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FINANCIAL HIGHLIGHTS
MBHE

2

Revenue of the Company together with
its subsidiaries (collectively the “Group”)
for the nine months ended 30 September
2023 was approximately RMB175,717,000
representing a decrease of approximately
29.87% as compared with the
corresponding period in the previous
financial year.

The Group realised a loss attributable to
owners of the Company of approximately
RMB9,522,000 for the nine months ended
30 September 2023.

Loss per share of the Company was
approximately RMB2.64 cents for the nine
months ended 30 September 2023.

With the exception of the special dividend
declared, the Board does not recommend
payment of any dividend for the Review
Period (nine-month ended 30 September
2022: Nil).
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CONDENSED CONSOLIDATED RESULTS
EAREEE

The unaudited consolidated results of the Group
for the three months ended 30 September 2023
(the “Quarter”) and the nine months ended
30 September 2023 (the “Review Period”),
together with the unaudited comparative
figures for the corresponding periods in 2022,
respectively were as follows:

(Unless otherwise stated, all financial figures
in this quarterly report are denominated in
Renminbi (“RMB™))

AEEHEE_T-_=FALA=+
HE=FEA(AEFE)REE=
T_=FhA=THLAMEA (XK
HEDZ AKEBEREAEE
BR-_Z-_—_FRPZAKEE
ZEBREFES R

(BRAEFAN  AFEREER
TRAZHEBEVBRFHUAR
BITARKEDHIE)

FREEEREEEGRAA 3



CONDENSED CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS

PGS ERR
Quarter ended Nine months ended
30 September 30 September
HENA=THLEE BEAR=THLAER
2023 2022 2023 2022
—E_= —E-- —B-= —E-CF
Note RMB'000 RMB000 RMB000 RMB 000
Rl (£%77 BYTawm 5577 BYEA
(unaudited) [EMORENGICHMN (unaudited) [EMORETGIED)
(REER) NEEEIAW (RCEH) NS E3A)
Revenue qﬁ(i ) 2 74,231 91,989 175,717 250,565
Cost of sales HERA (68,324) (75162) (154,412  (218,128)
Gross profit 7 5,907 16,827 21,305 32,437
Other revenue and netincome  Eft1 2 & M A 2 164 107613 1,267 108,483
Distribution costs AERE (1,233) (1,266) (2,901) (4,328)
Administrative and other TRREMESERY
operating expenses (6,518) (8,612) (28,696) (32,726)
Finance costs BHRA (200 (359) (588) (1,949)
(Loss)/Profit before taxation B Fi Al (), & (1,880) 114,203 (9,613) 101,917
Income tax (expensellcredit ~ FIE# (%) /#HE 3 - _ (66) 557
(Loss)/Profit for the period B (BR)/ B (1,880) 114,203 (9,679) 102,474
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CONDENSED CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS

(Continued)
fHRGEERR(E)
Quarter ended Nine months ended
30 September 30 September
BEAA=THLZEE BENA=THLENER
2023 2022 2023 2022
—EC-= ZECCF e —E-CF
Note RMB'000 RMB000 RMB'000 RMB000
el (%77 BYTawm 54577 BYEAP
(TELOCM  (Unaudited) EMCTENGHEYM  (unaudited)
(REER) NEEEIAW (RSEH) MESEIA)
Attributable to: T5REfL
Equity shareholders of RREERRE
the Company (1,879) 111,693 (9,522) 101,166
Non-controlling interests FERER (1) 2510 (157) 1,308
(Loss)/Profit for the period (BR)/BEAF (1,880) 114,203 (9,679) 102,474
Dividends attributable to HAERRE 4
the period - - 90,721 -
RMB (cents)  RMB (cents) ~ RMB (cents)  RMB (cents)
AEE(F) ARE(7) ARE(F) ARE(S)
(restated) (restated)
(Es3) (Es30)
(Loss)/Earnings per share BR(E8R) /B
- basic -EXK 5 (0.48) 43.00 (2.64) 3895
- diluted -BE (0.48) 43.00 (2.64) 38.95
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CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE

INCOME

HHAKREZEKER

Quarter ended
30 September
BEAAZTHLZE

Nine months ended
30 September
HZAA=THLAEAR

2023 2022 2023 2022
—BC-= —E-CF —BC= —E-CF
RMB’000 RMB000 RMB’000 RMB000
AEETT Yol FETr WYk
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) PEEFEIAN (REEH) ENEEEIA
(Loss)/Profit for the period (B8)/BEER (1,880) 114,203 (9,679) 102,474
Other comprehensive (expense)/ HEEM2E (B%),/
income for the period ON
ltems that may be reclassified ~ E&MEEHRHEZ
subsequently to profit or loss: B ZKVAR
Exchange differences on RENBEERHE
translation of financial BRIERER
statements of foreign entities (423) 3,169 9,523 4,753
Total comprehensive (expense)/ HE 2 (A%),/ KA
income for the period am (2,303) 117372 (156) 107,227
Total comprehensive (expense)) T 5| EE2E (%)
income attributable to: WA !
Equity shareholders of FRAERRE
the Company (2,302) 114,862 1 105,919
Non-controlling interests FrhEs (1) 2,510 (157) 1,308
(2,303) 117,372 (156) 107,227
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
HRAREEEEBH R

(umaudited)

Balance s at 1 January 2023

Share
capital

&
RHE 000

Share
premium

EhER
FRHB 000

General
reserve

-RiR

RiE 000

Translation

BHER
AU 0D

Attributable to equity shareholders of the Company
RERREL

Share
option
Teserve

Convertible
bonds reserve

Contributed

feserve SUYPlUS

RazH
RHEDO0

RREER
RUE000

Retained

eamnings/

Other  (Accumulated

Teserves losses)
RERA

(BHER)

FHB 000

AbiR
RUED00

Non-
controlling
interests

FEREE
Fi 000

17133 142,284 1892 (10493) 584,838 6,468 - - (M4 295981 (51970) 244,011
- - B B o = = - 9522 (952 (157)  (9679)
- - - 9,523 - - - - - 9,523 - 9,523
- - - 9,523 - = = = (9,522) 1 (157) (156)
Acquisifion of equity
6,421 105,145 - - (150,49) 30,863 (56,103) = (64,170) 56,003 (8,167)
1639 26823 - - - - (22,564) - - 5898 - 5898
f share options 1112 9,132 - - - (3,906) - - - 6,338 - 6,338
Share premium reduction - (4749 - - (434340 - - 17941 663830 - -
- - - = = - - - (%0721)  (90,721) 90721)
Balance at 30 Sep
26,305 35,955 1892 (970) - 2562 8,299 (38162 17446 153327 3876 157,203
Atributable to eq reholders of the Company
iY) L0 g
Share Non-
Shere Share Gengral  Translation ~ Contributed option ~ Convertible ~ Accumulated controlling
capital premium Teserve Teserve surplus reserve  bonds reserve [osses Total interests
TARES
BE  ROEE -KEE AERE R82R BRERE B  ZiER @it FiREs
(unaudited) (%2%7) RUBO00 RMBUOD  RUBDOO  RMBUOD  RUBDOO  AMBUOD  RUBDOO  RMBUOD  RUBDD0  RMBUOD
A NEETT AR NREFT AREFT ARETR T A&
Balance at | January 2022
7133 140,284 1892 (11091 584838 - - 161622 (4693 114669
Proftfor the period - - - - - - - 0,166 101166 1308 02,474
(Other comprehensive
for the period - - - 4753 - - - - 4753 - 4753
Total comprehens
for the period - - - 4753 - - - loilee 105919 1308
share based
R B - - - bl - - 6l6 - 6l6
7133 142284 1892 584,838 bl - (428 28157 (564 222512
“ECCFE=FEEEARS PEEREREEBRARF 7



NOTES:
1.

Basis of presentation of financial statements

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

The unaudited consolidated results for the
Review Period 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 Review Period are consistent with
those used in the Company’s annual financial
statements for the year ended 31 December
2022.

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.

Revenue, 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 and
provision of coalbed gas liquefied processing
services), sales of piped natural gas and
provision of gas supply connection services.

B
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Revenue, other revenue and net income (Continued) 2.

Revenue 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 revenue during the
Quarter and the Review Period are as follows:

Quarter ended
30 September
HZhA=1HLEE

PERETE Y S0 ONE )
I 3 96 R 5 4R 6 R R R
BrHEE ETREEE
BRE R TR G
R R R 914 5

B 7 B TR R 2 HE R
BRARzmER S EM

=
=

TR i
S

AN

Nine months ended
30 September
BEARZTRLNER

2023 2022 2023 2022
ZECCE ke —E-cE “E-CF
RMB'000 RMB000 RMB'000 RMB 000
WHtom 5r77 WSLhe 55T
Revenue Wi
Sales of liquefied coalbed RICEEREE
gas (including provision (BERERL
of liquefied coalbed gas EERNARER
logistic services and provision R E BRI
of coalbed gas liquefied NIk
processing services) 62,185 47,100 139,611 113,299
Sales of piped natural gas i
and provision of gas supply REEIESRYE
connection services 12,046 44,889 36,106 137,266
74,231 91,989 175,717 250,565
Other revenue and net income B Mz R FMA
Gain on disposal of entire HE-RRENE
interests in a PRC subsidiary RE 2 PRER
W& - 102,288 - 102,288
Value added tax refund BERER - 4,359 - 4,359
Interest income from RAFRLHE
bank deposits 'ON 1 14 13 44
Other net income HFHA 163 952 1,254 1,792
164 107,613 1,267 108,483
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3.

4.

10

Income tax
(@) Hong Kong profits tax

Hong Kong profits tax is calculated
at 16.5% of the estimated assessable
profits for the Review Period 2023 and
2022.

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 Review Period.

(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 and the
Review Period.

Dividends

Special dividend declared of HKD0.2576  E &% 5
(equivalent to RMB0.233) (2022: Nil) (&%
per share (ZFzz%:8)

1 88 %0.257678 7T

38

4,

3%

(@ FBFEBEANEH
RZZTEZ=Z=FR=_Z
*EE’JZKHEF'Eﬁ &5
FEH iR B ER
mﬂ%fﬁKlGB%ﬁ:@l °

EEE’\ZIS%I AR ERE A
7 0 AT I
ﬁ&ﬂ %RZH&U\ A
BEREENSRELE
B -

(b) BIAEH

AEBEREHKLS
XGHERERE
AR ERE - RAKRA
Bl - EJEEM%IEZJEP%
U A E H T 1B B

BEFRHCEMRSF m,z
(EMREBEDRE
XFBRIEEBEIEH
TEMBEARB-ZEE
NE—HA—BRZB=E
H25% °

AEERAFERAH
A B R 2 RE
EERIA -

R E

Quarterly ended Nine months ended
30 September 30 September

BENR
2023
—B-ZE
RMB'000

ARETFT
(unaudited)
(REER)

ZtALEE BEAA=TRLNEA

2022 2023 2022
CECCF et —T-CF
RMB000 RMB'000 RMB000
NEETr AT |55
(unaudited) [MCTENGGEYIM  (unaudited)
(REE%) NESSIAM (REZ7)

- 90,721 -

With the exception of the special dividend
declared, the Board does not recommend
payment of any dividend for the Review Period
(nine-month ended 30 September 2022: Nil).

BRESE RSN B
S EENAYBIRA
FARS(EBE_ZT-__FAh
A=+HAILNEA: &) -

CHINA CBM GROUP COMPANY LIMITED THIRD QUARTERLY REPORT 2023



(Loss)/Earnings per share

The calculation of basic and diluted loss per
share for the Quarter and the Review Period
were based on the unaudited loss attributable
to shareholders for the Quarter and the Review
Period of approximately RMB1,879,000 and
approximately RMB9,522,000 respectively
(corresponding periods in 2022: profit of
approximately RMB111,693,000 and profit of
approximately RMB101,166,000 respectively),
and the weighted average number of Shares
in issue of the Company for the Quarter
and the Review Period are 390,450,669
and 360,839,826 shares respectively
(corresponding periods in 2022 are both
259,750,030 shares (restated)). 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)/earnings per share

No dilutive loss per share was presented
because there were no dilutive potential
ordinary shares in existence during the Quarter
and the Review Period. There were also no
dilutive potential ordinary shares in existing
during the same periods in 2022.

SR(ER) &

AREERAHEZE/REAR
R#EEBEDERAZTERAK
iR 2 oK 48 25 7% B R FE 1 /&
554 AR #1,879,0007T
B #) A R#9 522000 (=%
ZZFRB:DRBFHAR
#111,693,0007T & & F 4 A
R #101,166,0007T) * A & A
REAIRAEFERAEBE S A
/390,450,669 }%.360,839,826
W(ZE=Z—_FREBH A
259,750,030/ (&L E %)) W E
BIORGOMEFEYEGE -
ZEBEITRMOMEFTHHE
TR B AR A R B & = IE Al
BERBMGEEBEEANEMIED
HE AR ZEHTRER
EEBITRMEETE -
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HEEE NS _FRH
NARGHETMABEERE
B LB -

FEEEREESRAR 11



MANAGEMENT DISCUSSION AND
ANALYSIS

Financial review

The Group recorded a consolidated turnover of
approximately RMB175,717,000 for the Review
Period, representing a decrease of approximately
29.87% compare with the corresponding period of
last year. The decrease in revenue for the Review
Period is mainly due to the disposal of Guangxi
Beiliu in the corresponding periods in the previous
financial year, and which was completed on 28
September 2022.

The loss attributable to shareholders in the Review
Period was approximately RMB9,522,000, the
reasons for the increase in losses are as follows:

1. The Group recorded a gain on disposal of
entire equity interests in a PRC subsidiary
in the corresponding period in 2022 and
which is amounting to approximately
RMB102,288,000.

2. The Group recorded a gross profit of
RMB21,305,000 in the period, and the
corresponding periods in 2022 was
approximately RMB32,437,000, a decrease
in gross profit is mainly due to the decrease
in selling price per unit in our Liquefaction
operation.

EEENWR D

B 7% = R

REEBRNEAHRKBLRE &
4 A R #175,717,0007C @ B
= F R HR D 4929.87% 7N £
MUz EEERN E—
Eﬁzir‘ﬁﬁwﬁﬁéﬁihﬁ(EEA
—T-—FAA=ZFTNBREK) °

RAME BRREGBEBEOR
A R #9,522,0007T + & 18 1% 4N
BRELD S

L. RZTFZZFFRH- $‘§
BHE-—HhEHEQ
Zé*ﬂﬂxﬁi %15 Hj%J%Z
@ # A R %102,288,000
5T o

2. AEERAHPMESEF
A R #21,305,0007T © 1M
ZEZZFRABHAEAR
#32,437,0007T © E£ F &
LPEERHRBRIEEBED
HEBE TR o
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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 km? in the Shanxi Province,
the PRC. Development within the Yangcheng gas
block is focused on the #3 and #15 coal seams.
These CBM properties are located at various
coal mine areas owned by Shanxi Yangcheng
Yangtai Group Industrial Company Limited.
Huiyang New Energy is a joint venture company
and 100% of its equity interests is held by one
of the wholly-owned subsidiary of the Group.

The movements in the reserves of certain CBM
properties as of 30 September 2023 are set out
below:

Reserve evaluation

properties as at
30 September 2023

EBOoERERAR

ERRHE

BHREEGHMERERBRA
A(THIEEHERD R LR
¢Im&%%%¥ﬁ§ﬁﬁé
HEER BRHMELRPE
WeeE mENBTFHTAE
(5 R A SRR I = 2 7 335% A
IBRKEE - ZEREREEN
Fm&%ﬁ%$E@§¥ﬁ@
REIBAENZERBERRA -
EEHERE—HaELE
H100% B AN #E 21 /R A8 S B H A
—HE2EMBRARRA -

TXHIETFREBEREERE
“EZ=FNAZTENRGER
1t :

Reserve evaluation
of the CBM
properties as at
31 March 2012

of the CBM

R=-ZE== R-—EBE——F
NAB=+H =A=+-H
MEEBREE NWEBREE
REFMG fEEFME
BCF BCF
1TETTER 1TELTER
Total original gas in place P ERORE
on all blocks AARRME
BEE 193.6 272.4
Net 1P (Proved) reserves CEEBEIPERFE 108.9 35
Net 2P (Proved + Probable) B & & N#E & (2P)
reserves FEE 154.7 27.7
Net 3P (Proved + Probable + & & & hi 4 #
Possible) reserves AIREBP) FRHE 193.6 205.0
—EICFF-FEREERET TREEREEARAR 13



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.

EBOERBRS(E)

BERK#E(H)

—E——_F=ZA=1+—HBH K
EREEMEFTHELAAAR
—E - FZEBIERFE
X SR & % = T 72 B0 Netherland,
Sewell & Associates, Inc. ([NSAL)
HEEREEME ETHGEA
SR HER -

MATMERERSEIADRDNF
BERRE ERFOHERTE
h—ZE——FHEERES B
FEARRBENEETZEEE
BREENHE BUHHERE
REEFEHLFEEROTMG - AT
NARBIR-_ZE—EOFLAE
BEREERN 2 BLEET G
HWEHIEBTERINE TH
BREEFLENLLIHNREEE
DIBEES INATEEBP)F 8 - O &
EMBEBECP)FHEMEEE
(AP)FRENTH MIEOTE
ENESIE T ——FNSAIZ
EE MBS KXKBMER - RBIEF
HHER FEERKNERHA X
REAMWBEEER T —_F
NSAIZ FE B REREEE) -

14 CHINA CBM GROUP COMPANY LIMITED THIRD QUARTERLY REPORT 2023



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 30 September 2023, the Group has
completed the ground work and drilling of 229
CBM wells, among which 164 wells were in
production, with stable production since they
had been put in operation.

Liquefaction operation

As at 30 September 2023, the production
capacity of the Group’s LNG plants remained
unchanged at the level of approximately
500,000 cubic meters per day. The average
daily production was around 170,000 cubic m3
during the period.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Marketing and sales

During the Quarter Period, 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 30 September 2023, the Group had net
assets of approximately RMB157,203,000,
including cash and bank balances of
approximately RMB48,356,000. To minimise
financial risks, the Group implements stringent
financial and risk management strategies and
avoids the use of highly-geared financing
arrangements. The Group’s gearing ratio,
calculated by the Group's total external
borrowings divided by its shareholders’ fund,
was approximately 12.92%.

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 September 2023, the Group has
an aggregate of 241 employees, of which
18 are research and development staff, 134
are engineering and customer service staff,
81 administrative staff and 8 marketing
staff. During the Review Period, the staff
cost (including Directors’ remuneration) was
approximately RMB17,162,000 (nine months
ended 30 September 2022: approximately
RMB16,137,000). 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.

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 Review Period.
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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 technological
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 Group. 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 had
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 2023. The Group plans to conduct
an advanced demonstration of the experiment
equipment overseas (including but not limited to
Hong Kong) and invite internationally renowned
experts to evaluate the technology in 2023.
The Group intends to build 10 equipment in
2024, each of which can produce natural gas of
50,000 cubic meters per day. 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 plant will get a stable gas supply,
enabling the LNG plants to reach full production
and realize the commercial value of the LNG
plants.
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BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS (Continued)

Outlook (Continued)

As the Group’s raw gas supply will be further
consolidated, the advantage of vertical
integration business 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 pipe line 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

Proposed share premium reduction

The Board intends to put forward for approval by
the Shareholders at the special general meeting
a proposal to reduce the entire amount standing
to the credit of the Share Premium Account as
of the Effective Date to nil with the credit arising
therefrom to be transferred to the Contributed
Surplus Account and to authorise the Board to
apply such amount in such manner as permitted
by the laws of Bermuda and the Bye-laws. A
special general meeting of the Company has
been convened on 6 March 2023, and was
passed by special resolution.

For details, please refer to the announcement
of the Company dated 16 January 2023, 9
February 2023 and 6 March 2023 and the
circular of the Company dated 9 February 2023.

Discloseable and connected transaction in
relation to possible acquisition of additional
equity interest of Huiyang New Energy

On 28 March 2023, Shanxi Yangcheng, a
wholly-owned subsidiary of the Company,
submitted a bid for acquiring the remaining
20% equity interest in Huiyang New Energy
with a bidding price of RMB6,723,800 through
participating in the bid invitation, auction
and listing (48 ¥4 #}) organised by the Shanxi
Property Trading Market* (Il 78 & & # X
% ™ 3%). Upon completion of the Possible
Acquisition, the Group will in aggregate be
interested in the entire equity interest of Huiyang
New Energy, and Huiyang New Energy will
become an indirect wholly owned subsidiary of
the Company.
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MAJOR TRANSACTION AND EVENTS
(Continued)

Discloseable and connected transaction in
relation to possible acquisition of additional
equity interest of Huiyang New Energy
(Continued)

As one or more of the applicable percentage
ratios under Chapter 19 of the GEM Listing
Rules exceed 5% but less than 25%, the
Possible Acquisition constitutes a discloseable
transaction for the Company under the GEM
Listing Rules and is only subject to the reporting
and announcement requirement under the GEM
Listing Rules.

Yangcheng Yangtai is a substantial shareholder
of Huiyang New Energy, and therefore a
connected person of the Company at the
subsidiary level. As such, the Possible
Acquisition also constitutes a connected
transaction of the Company under Chapter 20 of
the GEM Listing Rules.

None of the Directors has a material interest in
the Possible Acquisition and therefore none of
them is required to abstain from voting on the
resolutions of the Board for considering and
approving the Possible Acquisition.
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MAJOR TRANSACTION AND EVENTS
(Continued)

Discloseable and connected transaction in
relation to possible acquisition of additional
equity interest of Huiyang New Energy
(Continued)

Since (i) Yangcheng Yangtai is a connected
person of the Company at the subsidiary
level; (ii) the Board has approved the Possible
Acquisition; and (iii) the independent non-
executive Directors have confirmed that the
terms of the Possible Acquisition are fair and
reasonable, and that the Possible Acquisition
is on normal commercial terms and in the
interests of the Company and the Shareholders
as a whole, the Possible Acquisition is subject
to the announcement requirement but is exempt
from the circular and independent shareholders’
approval requirements pursuant to Rule 20.99
of the GEM Listing Rules. The completion of the
acquisition took place on 19 April 2023.

For details, please refer to the announcement
of the Company dated 28 March 2023, 14 April
2023 and 20 April 2023.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 September 2023, 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

Nature of
Name Capacity interest
i 54 BRE

Mr. Wang Zhong Interest of controlled

Sheng corporation NElER
TEBRE X iERR
Beneficial owner Personal
ERBmAA EPN
Mr. Chang Jian Beneficial owner Personal
FREE BERBEAA 5PN
Mr. Wang Chen Beneficial owner Personal
FHREE EmlAA (EPN
Mr. Duan Shi Beneficial owner Personal
Chuan ERBEEA (EPN

BLlEsE

Corporate interest
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MRBEWT

RAEXFAREG - HERORES
ZHR

Number of
shares/
underlying  Approximate %
shares of shareholdings
BB/ EREA
HERGHE BO

2,264,812
(Note 1)
(f&F1)

299,028,739
(Note 2)
(M 3E2)

2,500,000
(Note 3)
(P 5£3)

250,000
(Note 4)
GED)

125,000
(Note b)
(Fi5%5)

0.58%

76.59%

0.64%

0.06%

0.03%
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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.

24

As at 30 September 2023, Jumbo Lane
Investments Limited was interested in
2,264,812 shares.

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
SFO (Chapter 571 of the Laws of Hong Kong).

As at 30 September 2023, Mr. Wang Zhong
Sheng held 299,028,739 long positions in
shares and underlying shares, which are (i) a
beneficial owner of 288,661,440 shares of the
Company and (ii) a holder of convertible bonds
convertible to 10,367,299 conversion shares.

As at 30 September 2023, Mr. Chang Jian is
interested as a beneficial owner of 2,500,000
shares of the Company.

As at 30 September 2023, Mr. Wang Chen is
interested as a beneficial owner of 250,000
shares of the Company.

As at 30 September 2023, Mr. Duan Shi Chuan
is interested as a beneficial owner of 125,000
shares of the Company.
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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 September
2023, 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
Review Period.
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SUBSTANTIAL SHAREHOLDERS AND
PERSONS WITH DISCLOSEABLE
INTEREST AND SHORT POSITION IN
SHARES AND UNDERLYING SHARES
UNDER THE SFO

As at 30 September 2023, the following persons
(other than the Directors or chief executive
of the Company as disclosed above) had an
interest or short positions in the shares and
underlying shares of the Company as recorded
in the register required to be kept by the
Company under section 336 of the SFO:

Long positions in shares of the Company

Name Number of shares
%A B4 HE
Ms. Zhao Xin (Note) 301,293,551
HE L L ()

Note:

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 September
2023, no other person (other than the Directors
or chief executive of the Company) had an
interest or short positions in the shares and
underlying shares of the Company as recorded
in the register required to be kept by the
Company under to section 336 of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from those 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 Review 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.

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.

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

Subject to earlier termination by the Company
in general meeting or by the Board, the New
Share Option Scheme shall be valid and
effective for a period of 10 years from the date
of its adoption and the remaining life of the
New Share Option Scheme as at 30 September
2023 is approximately 8.5 years. The number
of options available for grant under the scheme
mandate of the New Share Option Scheme as
at 30 September 2023 was zero shares. The
number of shares that may be issued in respect
of options and awards granted under the New
Share Option Scheme during the period divided
by the weighted average number of shares of
the relevant class in issue for the period was
approximately 3.01%.
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SHARE OPTION SCHEME (Continued)

Apart from the New Share Option Scheme,
the Group have no other share schemes under
Chapter 23 of the GEM Listing Rules during the
period ended 30 September 2023 and as at the ~ GEM £ & A

date of this Report.

as follows:

Name and category of
participants

SRERLREN

Executive Director
HiEF

Mr. Chang Jian
R

/Van executive Directors
FHTEE

Mr Wang Chen

IR%E

Mr. Duan Shi Chuan
t%E

Employees
]

Corporate financial advise

LEHHBER

BRETE(E)

BrET BT BN R
T =—FhLA=+tHILHEE
AREBH AEBTEFE

e
Information in relation to share options disclosed iR GEM £ 8 A
in accordance with the GEM Listing Rules was  BEREMNERGOT :
Cancelled/

Granted Exercised lapsed As at Date of Exercise
As at during during during 30 September grant of period of
1 January 2023 the period the period the period 2023 share options share options

R=%==F Bn  W-oBozE ERE
-A-B BABRE  HABAE BEH/ZM ARt REBH BREGES
2,500,000 - (2,500,000) - - 13/10/2022  13/10/2022-12/10/2032
Z3-ZF ZTSCETATER
tA+=A S
kbt 25 B =
250,000 - (250,000) - - 13/10/2022  13/10/2022-12/10/2032
k- Judat: ek Sud ’i*ﬁ+:a

TAt=A
ZEECEFALC E
125,000 - (125,000 - - 13/10/2022  13/10/2022-12/10/2032
Z3ZC2F ZTCCTATER
+A+=A S
ZR=CFtHATCR

2,875,000 - (2875,000) - -

21,225,003 - (12,235,000 - 8,990,003 1311012022 13/10/2022- 12/10/2032
CECCF CRICETRTE B

TAt=A
S R E
1,875,000 - - - 1,875,000 71412022 TI412022-6/4/2032
“RCZF ZR-ZEMAtHEE
MAtE ZE-ZE@ARA

25,975,003 - (15,110,000) - 10,865,003
ZEC=FE-FEEERS TEEEREEBRA

| F23F ) A&

YEE

ftb B

IR EEH

Exercise price
per share
as at the

date of

grant of
share options
RERE
RARHZ
SREE

0456

0.456

0456

0.456

0448
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.

SHARE OPTION SCHEME (Continued) R ELE(E)
Notes: B 5 -
(i) The terms and conditions of the grants that () RAHBEFEZELERRE
existed during the period are as follows: R
Contractual
Number of options  Vesting conditions life of options
BRESE BERH BREGHES
Options granted:
B R
7 April 2022 1,875,000  Vest immediately 10 years
—E--FWMA+A ills31 10%
13 October 2022 24,100,003 Vest immediately 10 years
—T--F+A+=AH %R 10%
(i) The number and weighted average exercise (i BWREZHBRMEFLHITE
prices of options are as follows: BT
Weighted average Number of
exercise price options
METFHTEE BREHA
HK$
B
Outstanding as at 1 January 2023 WZZ-ZF-F-B%ff 0.456 25,975,003
Granted during the period HABREN - -
Exercised during the period BREFE 0.456 15,110,000
Lapsed during the period HABRM - -
Outstanding as at 30 September 2023 ~ RZE-=EAF=+BATE 0.456 10,865,003
Exercisable as at 30 September 2023 W-Z-=ZFENA=THUTE 0.456 10,865,003
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SHARE OPTION SCHEME (Continued)

The subscription price per share under the
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 (iii) 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 September 2023, 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 Review
Period.
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CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

As at 30 September 2023, the Company had
outstanding options to subscribe for 10,865,003
shares under the share option scheme adopted
on 28 March 2022 and outstanding convertible
bonds convertible to 10,367,299 conversion
shares.

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.

COMPETING INTERESTS

During the nine months ended 30 September
2023, none of the Directors or the controlling
shareholders of the Company or any of their
respective associates (as defined in the GEM
Listing Rules) had an interest in a business
which competes or may compete, either directly
or indirectly with the business of the Group.

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

During the Review Period, neither the Company
nor any of its subsidiaries purchased, sold or
redeemed any of the listed securities of the
Company nor any of its subsidiaries.
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AUDIT COMMITTEE

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

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

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

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

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 wil
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 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.
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CORPORATE GOVERNANCE (Continued)

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

China, 13 November 2023

As at the date hereof, the executive Directors
are Mr. Wang Zhong Sheng 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. Xu Yuan Jian and
Mr. Wang Zhi He.
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