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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 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 of Hong Kong Limited take no
responsibility for the contents of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this report.

This report, for which the directors (the “Directors”) of China CBM Group Company Limited (the “Company’)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief the information contained in this report is accurate and complete in all
material respects and not misleading or deceptive, there are no other matters the omission of which would make
any statement herein or this report misleading and that all opinions expressed in this report have been arrived at
after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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CORPORATE PROFILE
AR

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

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

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

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

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022
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Dear Shareholders,

| am pleased to present the audited financial results of the Group for
the year ended 31 December 2022.

OVERALL BUSINESS REVIEW

After years of development, we have achieved the goal of turning
ourselves into a vertically integrated natural gas producer with
complete value chain businesses. We have established a complete
business process covering Coalbed Methane (“CBM”) extraction,
liquefaction, pipelines and highway transportation, distribution
network and technical services. As at 31 December 2022, we have
completed the groundwork and drilling of 229 wells in the Yangcheng
gas block which resulted in stable increase of the number of
production wells and gas output.

EXTRACTION AND PRODUCTION BUSINESS
REVIEW

During 2022, the construction of new wells was somewhat affected
by our focus on improving capabilities of production wells. As at 31
December 2022, we have completed the ground work and drilling
of a total of 229 CBM wells, of which 164 wells were operating wells
with stable production since they had been put in operation. Thanks
to the stable gas output in gas blocks, the Group has generated
revenue, profit and cash flow from the business of exploitation of
natural gas, and its profitability and cash flow position will be further
improved as the number and capabilities of production wells further
increase.

CHAIRMAN’S STATEMENT
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CHAIRMAN’S STATEMENT
ERWE

LNG BUSINESS REVIEW

As at 31 December 2022, 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
only around 150,000 m? for the year. The Group will try the best effort
to stabilised the gas supply from suppliers and increase the utilisation
rate of our LNG plants in 2023, and which will continue to increase
the income, profit and cash flow contribution to the Group.

MARKETING BUSINESS REVIEW

After years of development, the Group has developed a diversified
customer base comprising industrial, commercial and resident
customers and established complete distribution channel and
network. In addition, we have also taken different measures
to maximise the profitability of our gas sale. In 2022, we used
different sales mix and flexibly selected various equipment such
as pipeline and cylinder group, to sell gas to our customers. With
commencement of the related work, we will be able to reduce the
uncertainty in future natural gas sales and optimise our sales mix, i.e.
shifting towards a balanced mix from a residential user dominated
mix.

EMPHASIS ON TECHNOLOGIES ADVANCEMENT

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

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022
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ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed to observing its
environmental and social responsibility, in order to ensure sustainable
development of its business. To the knowledge of the Directors,
the Group has complied with all material relevant applicable laws
and regulations in relation to its business including employment and
the environment. The Group encourages employees, customers,
suppliers and other stakeholders to participate in environmental and
social activities. The Company as a leading CBM company will seize
opportunities to grow our CBM business on a long term sustainable
basis.

PERMITTED INDEMNITY PROVISION

The bye-laws provide that the directors shall be indemnified out of
the assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which they or any of
them shall or may incur or sustain by or by reason of any act done,
concurred in or omitted in or about the execution of their duty, or
supposed duty, in their respective offices.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the directors and
directors of the subsidiaries of the Group.

OUTLOOK

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

To carry through the Group’s spirit of advancement by innovation,
the Group commenced the R&D on C-H to Synthesis of natural gas
production and 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 was expected
to start by the end of 2021. The first trial equipment conducted
trial run in June 2021 and based on the trial run results, improved
design plan was proposed in November 2021, which would involve
special steel materials imported from overseas. Due to the disruption
in global supply chain as a result of the COVID-19 pandemic, there
was delay in obtaining the imported steel material. The second trial
equipment is in the course of building and such building 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.

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022
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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. With the increasing price of international energy, it is
expected that the Group’s sales price of LNG will remain relatively
high in 2023, and therefore, it is expected the liquefaction business
will generate considerable profits for the Group.

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

Wang Zhong Sheng
Chairrman

31 March 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DM

FINANCIAL REVIEW

The Group recorded a consolidated turnover of approximately
RMB326,509,000 for the year ended 31 December 2022,
representing an increase of approximately 51.78% compared
with that of the year ended 31 December 2022, which was
mainly because an increase in sales of liquefied coalbed gas from
RMB31,462,000 in 2021 to RMB160,016,000 in 2022 because
of the increase in international commodity prices and resuming full
operation during the year.

The Group recorded a profit attributable to equity shareholders of the
Company for the year ended 31 December 2022 of approximately
RMB127,293,000 compared with that of loss attributable to equity
shareholders of the Company for the year ended 31 December 2021
of approximately RMB2,236,000. The reasons for the profits are as
follows:

1. In 2022, the gain on disposal of a Guangxi Beiliu Gas Co., Ltd.
business is approximately RMB100,797,000.

2. An increase in other income from RMB7,981,000 to
RMB11,352,000, it mainly because the unconventional subsidy
granted approximately RMB8,185,000 in 2022 by the Central
Finance Bureau to Yangcheng Huiyang as awards for our
coalbed gas production in Shanxi.

3. The increase in equity-settled share-base payment of 6,468,000
due to a share options granted during the year.

4. In view of increase in production volume of liquefied gas
business and increase in the unit selling price for both piped
natural gas and liquefied coalbed gas, certain subsidiaries
operating in the PRC turn a loss to a profit during the year
ended 31 December 2022, therefore, approximately of
RMB22,129,000 of reversal of impairment on property, plant and
equipment was recongised during the year.

5. Income tax expenses increased to RMB7,240,000 in 2022
because (i) an enterprise income tax derived by a dividend
paid from a PRC subsidiary to its overseas immediate holding
company; (i) an enterprise income tax paid in relation to the gain
on disposal of PRC subsidiary during the year.

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND DEVELOPMENT
PROSPECTS

Resources and reserves

Yangcheng Huiyang New Energy Development Company Limited
(hereinafter referred to as “Huiyang New Energy”) has interest in
certain CBM properties located at Shanxi Province, the PRC. The
Yangcheng area is approximately 96 km? in the Shanxi Province, the
PRC. Development within the Yangcheng gas block is focused on
the #3 and #15 coal seams. These CBM properties are located at
various coal mine areas owned by Shanxi Yangcheng Yangtai Group
Industrial Company Limited. Huiyang New Energy is a joint venture
company and 60% of its equity interests is held by one of the wholly-
owned subsidiaries of the Group.

The movements in the reserves of certain CBM properties as of 31
December 2022 are set out below:
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DM

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, Netherlands, 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 NSAl in 2012.

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

Natural Gas Exploration and Extraction

As at 31 December 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 December 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 150,000 m? for the
year.

Marketing and Sales

During 2022, the marketing and sales systems did not change
significantly and the personnel structure and sales strategies basically
remained the same.

Liquidity, Financial Resources and Capital Structure

As at 31 December 2022, the Group had net assets of approximately
RMB244,011,000, including cash and bank balances of
approximately RMB150,434,000. To minimize 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
6.59% as at 31 December 2022 (2021: 19.49%).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DM

The Group is opportunistic in obtaining financing to further improve
the cash position given that the natural gas drilling program is capital
intensive. If the Group has adequate financing in the future (whether
it is from internal cash flow due to increased gas sales, or from fund
raising), the Group will accelerate the drilling program. Apart from the
intended investment in upstream CBM exploration and extraction, the
Group does not have any other plan for acquisition or investment,
disposal or scale-down of any current business.

The Employees

As at 31 December, 2022, the employees of the Group totaled 238,
among which 16 were R&D staff and 110 were project and customer
service staff; 102 were administration staff and 10 were marketing
and sales staff. During the year, the total cost of staff (including the
remuneration of the Board Directors) recognised in profit or loss
account was approximately RMB31,848,000 (2021: approximately
RMB22,224,000). The remuneration and salary packages and
dividend policy of the Group were determined based on the individual
performance of staff. The Group will continue to offer professional
further studies and training to staff.

Impairment of Property, Plant and Equipment and Right-
of-use Assets

During the year ended 31 December 2022, no impairment loss was
recognised in respect of certain property, plant and equipment of the
Group.

Risk in Foreign Exchange

The group entities collect most of the revenue and incur most of
expenditures in their respective functional currencies. The Directors
consider that the Group’s exposure to foreign currency exchange
is insignificant as the majority of the Group’s transactions are
denominated in the functional currency of each individual group
entity.

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

During the year ended 31 December 2022, there was no significant
investment, material acquisition of subsidiaries and associated
companies by the Company. For the details of major disposal of
subsidiaries, please refer to Major transaction and Events on pages
80 to 83.
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MANAGEMENT DISCUSSION AND ANALYSIS

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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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE DM

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. With the increasing price of international energy, it is
expected that the Group’s sales price of LNG will remain relatively
high in 2023, and therefore, it is expected the liquefaction business
will generate considerable profits 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.

CHARGES ON GROUP ASSETS

As at 31 December 2022, there was no charge on assets of the
Group (2021: RMB61,758,000).

CONTINGENT LIABILITIES

As at 31 December 2022, the Group had no material contingent
liabilities.
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CORPORATEGOVERNANCEREPORT

CORPORATE GOVERNANCE PRACTICES

(a)

(b)

(c)

Application of Corporate Governance Principles

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

Promulgation of Company’s Corporate Governance
Code

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

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

The Group has complied with all provisions in the Company
Code and the Code Provisions under the Code during the
year ended 31 December 2022 save for code provisions A.2.1
and A.4.1 of the Code, details of the derivation and reason
for derivation are set out in the paragraphs headed “Chairman
and Chief Executive” and “Appointment term of Non-executive
Directors” of this corporate governance report.

The Company Code contains all the Code Provisions of the
Code and other provisions.
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SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than those as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules. Having made
specific enquiry of all Directors, all Directors have complied with
the required standard of dealings and code of conduct regarding
securities transactions by Directors as set out in the Company’s code
of conduct for the year 2022.

BOARD COMPOSITION, ROLE AND FUNCTION

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

The Board comprises a total of eight Directors, comprising two
executive Directors, namely, Mr. Wang Zhong Sheng (Chairman), and
Mr. Chang Jian, three non-executive directors, namely, Mr. Duan Shi
Chuan, Mr. Liang Feng and Mr. Wang Chen and three independent
non-executive Directors, namely, Mr. Xu Yuan Jian, Mr. Wang Zhi
He and Mr. Lau Chun Pong. Mr. Lau Chun Pong has appropriate
professional qualifications, accounting and financial management
expertise as required under the GEM Listing Rules.

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

The Company has complied with Rules 5.05(1), 5.05(2) and 5.05A of
the GEM Listing Rules. During the year ended 31 December 2022,
there were three independent non-executive Directors in the Board
and the number of independent non-executive Directors represents
at least one-third of the Board. The Company has also complied with
Rule 5.05(2) of the GEM Listing Rules, which stipulates that one of
the independent non-executive Directors must possess appropriate
professional qualifications or accounting or related financial
management expertise. The Board considers that the independent
non-executive Directors are all independent persons with appropriate
qualifications or expertise and the Company has complied with the
relevant requirements of the GEM Listing Rules.
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Corporate Governance Functions

The Board is responsible for performing the corporate governance
functions set out in code provision D.3.1 of the Code. In 2022, the
Board has reviewed and monitored: (a) the Company’s corporate
governance policies and practices, (b) training and continuous
professional development of directors and senior management, (c)
the Company’s policies and practices on compliance with legal and
regulatory requirements, (d) the Company’s code of conduct and (g)
the Company’s compliance with the Code disclosure requirements.

Appointment Term of Non-executive Directors

Under code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election.
Currently, the independent non-executive Directors have no fixed
term of office but are subject to retirement by rotation at annual
general meetings of the Company in accordance with the Company’s
Articles of Association. As such, the Company considers that
sufficient measures have been taken to serve the purpose of this
code provision.

Roles of Directors

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

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

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

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

The Board is directly accountable to the shareholders and is
responsible for preparing the accounts.
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Delegation by the Board

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

The management staff of the Company are principally responsible for:

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

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

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

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

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

Chairman and Chief Executive

Under the code provision A.2.1 of the Code, the roles of the
chairman and chief executive should be separate and should not be
performed by the same individual. Prior to the retirement of Mr. Feng
San Li on 26 November 2012, Mr. Feng San Li was holding the title
of CEO. Mr. Wang Zhong Sheng is the chairman of the Board. After
Mr. Feng’s retirement, Mr. Wang Zhong Sheng continues to act as the
chairman and the duties of the chief executive have been undertaken
by the other executive Director(s). The Board meets regularly to
consider major matters affecting the business and operations of the
Group. The Board considers that this structure will balance the power
and authority between the Board and management and believes that
this structure enables the Group to make and implement decision
promptly and efficiently.
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BOARD OPERATION

Regular Board meetings are held normally every three months, with
additional meetings arranged, if and when required. In 2022, the
Board held 20 meetings.

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

TEERRE

EEEEF

EFEE - RES=-EATHEE K I
CHRERSNRHEE -EEGR_-F
S FBREIT0REH-

<"

BEEFENBEHEARAEFEER LR
RARERLEMT

Attendance of
General Meetings

BRRAGHER

Attendance of
Board Meetings

ETEEBHER

Executive Directors

HITES

Mr. Wang Zhong Sheng (Chairrman)
TREEE (F/E)

Mr. Chang Jian

BRLE

Non-Executive Directors
FHITES

Mr. Duan Shi Chuan
BL)ll%E

Mr. Liang Feng

e

Mr. Wang Chen

FEHREE

Independent Non-executive Directors
BYFHTES

Mr. Lau Chun Pong

2R F &

Mr. Wang Zhi He

FzAEE

Mr. Xu Yuan Jian

TRFEER e 4

20/20 3/3

20/20 3/3

20/20 3/3

20/20 3/3

20/20 3/3

20/20 3/3
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Directors are free to contribute alternative views at meetings and
major decisions would only be taken after deliberation at Board
meetings. Directors who are considered having conflict of interests
or material interests in the proposed transactions or issues to be
discussed would not be counted in the quorum of meeting and
would abstain from voting on the relevant resolution.

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

Directors’ Duties

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

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

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

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

Each newly appointed director is provided with necessary induction
and information to ensure that he has a proper understanding of the
Company’s operations and businesses as well as his responsibilities
under the relevant statutes, laws, rules and regulations. Directors’
training is an ongoing process. During the year ended 31 December
2022, Directors are provided with monthly updates on the Company’s
performance, position and prospects to enable the Board as a
whole and each Director to discharge their duties. In addition, all
Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company updates Directors on the latest development regarding the
GEM Listing Rules and other applicable regulatory requirements from
time to time, to ensure compliance and enhance their awareness of
good corporate governance practices.

Attending seminar(s)

or programme(s)/

reading relevant materials
in relation to the business,
GEM Listing Rules or
directors’ duties (Yes/No)

Mr. Wang Zhong Sheng Yes
Mr. Chang Jian Yes
Mr. Duan Shi Chuan Yes
Mr. Liang Feng Yes
Mr. Wang Chen Yes
Mr. Lau Chun Pong Yes
Mr. Wang Zhi He Yes
Mr. Xu Yuan Jian Yes
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The briefing sessions covered topics including the Code, listed
company regulations and disclosure obligations in Hong Kong,
discloseable transactions and connected transactions etc.

REMUNERATION PAID TO MEMBERS OF KEY
MANAGEMENT

Details of remuneration paid to member of key management (exclude
Director) fell within the following band:

BNeRENTERETR - FBLTA
AVEREBBRET ATHERZ MEE

5%

ENFEEEBEASHEMH

*HFEBERAR CFREEE) HFH
ARANFLTHE:

Nil ~ HK$1,000,000 (equivalent to  Z %% 7t1,000,0007T (FBE R
approximately RMB861,000 # A R #861,0007T
(2021: RMB830,000) —T -
AR #830,0007T)

2022 2021
—E-C —E-—fF
Number of Number of
individuals individuals

A" A

2 2

New Share Option Scheme

The New Share Option Scheme was adopted by the Company in
2015. The New Share Option Scheme allows the Company to grant
share options to eligible participants who has contributed or may
contribute to the growth and development of the Group in recognition
of their contribution to the Group.

The Remuneration Committee has reviewed the terms of the New
Share Option Scheme. In addition to the review of the New Share
Option Scheme terms, as disclosed above, the Remuneration
Committee also reviewed the grant of options to the Directors and
senior management and corporate financial advisor during the year.
The Remuneration Committee considers that the grants of options
are fair and reasonable in recognizing their contributions to the Group
and are in the interests of the Group as a whole. The Remuneration
considers that the grants of share options align with the purpose of
the New Share Option Scheme.

Further details of the Share Option Scheme are set out in the
Directors’ Report and note 32 to the consolidated financial
statements.
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REMUNERATION COMMITTEE

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

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

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

The Remuneration Committee is made up of all of the Company’s
independent non-executive Directors, namely, Mr. Lau Chun Pong
(Chairman), Mr. Xu Yuan Jian and Mr. Wang Zhi He. The duties of
Remuneration Committee is to review and make recommendations
to the remuneration policy and packages of the executive Directors
and executives and reviewing and/or approving matters relating to
the share schemes under Chapter 23 of the GEM Listing Rules.
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In 2022, the Remuneration Committee held two meetings. The ¥HMEESGRN T - —HFERIT - REF-
attendance record of each member of the Remuneration Committee FHMEE KK EMNEFLHENT
is set out below:

Attendance

HE =

Mr. Lau Chun Pong (Chairman) 2/2
BRI AL (L)
Mr. Wang Zhi He 2/2
FomEsE
Mr. Xu Yuan Jian 2/2
BB A
During the meeting, members of the Remuneration Committee exHE FHEZEEeXBEEREET

reviewed the remuneration packages and overall benefits of the
Directors by taking into account factors (such as remuneration
packages and benefits offered by comparable companies, the
respective contribution of each of the Directors to the Group and the
business objectives of the Group).
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The executive Directors are responsible for reviewing all relevant
remuneration data and market conditions as well as the performance
of individuals and the profitability of the Group, and proposing to
the remuneration committee for consideration and approval. The
Remuneration Committee performed the major work as below:

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

2. made recommendation to the Board on the remuneration
packages of individual executive directors and senior
management; and

3. reviewed the share option scheme and the grant of share
options.

NOMINATION COMMITTEE

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

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

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

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

In August 2013, the Board has adopted its board diversity policy
(the “Board Diversity Policy”). All Board appointments will be based
on meritocracy, and candidates will be considered against selection
criteria based on a range of diversity perspectives, which would
include but not be limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. There is no fixed
timeline when gender diversity will be achieved in respect of the
Board, but selection of candidates for the Board membership will be
based on a range of diversity perspectives as mentioned above.
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The Nomination Committee will review, as appropriate, to ensure
the effectiveness in the Board Diversity Policy and monitor its
implementation.

The Nomination Committee is made up of all of the Company’s
independent non-executive Directors, namely Mr. Wang Zhi He
(Chairman), Mr. Xu Yuan Jian and Mr. Lau Chun Pong.

In 2022, the Nomination Committee held one meeting. The
attendance record of each member of the Nomination Committee is
set out below:

TEERRE

REZBEHEN (WAE) UERES
EREZTABRNERIEL EERE -

RAZBEAARAEHBUIFNTES
M BREEZMEL(EFE) FERE
HERBRF T A -

REZEEN_T-__FBERIT—Rex-
RAZBEEKENHFELENT

Attendance
HiE=E
Mr. Wang zhi He (Chairman) 1M1
FzMEE (FRE)
Mr. Lau Chun Pong 11
R FB L £
Mr. Xu Yuan Jian 11
IRFRER S A

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

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

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

3. made recommendations to the Board in this regard.
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AMENDMENT TO THE TERMS OF REFERENCE OF
NOMINATION COMMITTEE

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

Workforce Level

The Group is engaged in a wide range of gas related activities. Due
to the uniqueness of the industry, most of the employees are men,
with a minority of women. In order to handle the machine operation
and manual work, the proportion of the Company’s employees is
mostly men. Setting a measureable objective for achieving gender
diversity at workforce level is not suitable for the business of the
Group.

AUDIT COMMITTEE

The Company’s audit committee (the “Audit Committee”) was
established on 28 July 2003 and currently comprises all three
independent non-executive Directors, namely, Mr. Lau Chun Pong
(Chairman), Mr. Xu Yuan Jian and Mr. Wang Zhi He. The primary
duties of the Audit Committee are (a) to review the Group’s annual
reports, financial statements, half year reports and quarterly reports;
(b) to serve as a focal point for communication between Directors,
the external auditors and internal auditors; (c) to assist the Board in
fulfiling its responsibilities by providing an independent review and
supervision of financial reporting, and the effectiveness of the Group’s
internal control and risk management system; and (d) to review the
appointment of external auditors on an annual basis as well as to
ensure independence of the continuing auditors.

In 2022, the Audit Committee held four meetings. The attendance
record of each member of the Audit Committee is set out below:
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Attendance
HE=
Mr. Lau Chun Pong (Chairman) 4/4
BRI SEAE (/)
Mr. Wang Zhi He 4/4
FzAEE
Mr. Xu Yuan Jian 4/4
TRERER S 4
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At the meetings, the Audit Committee has carefully reviewed the
Company’s quarterly, half-yearly and annual results and its system
of internal control and has made suggestions to improve them. The
Audit Committee also carried out and discharged its other duties
set out in Code. In the course of doing so, the Audit Committee has
met the company’s management several times during year 2022.
Each member of the Audit Committee has unrestricted access to the
Group’s external auditors and the management.

During the financial year 2022, the Audit Committee has held four
meetings. The Group’s results for the year 2022 have been reviewed
and commented by the Audit Committee members, and performed
the major works as below:

1. reviewed the annual financial results and report for the year
ended 31 December 2021, interim financial results and report
for the six months ended 30 June 2022 and quarterly financial
results and reports for each of the three months ended 31
March 2022 and 30 September 2022;

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

3. provided opinions to the Board in respect of the terms of
appointment of external auditors.

The Group’s result for the year ended 31 December 2022 have been
reviewed and commented by the audit committee members, which
was of the opinion that the preparation of such results complied with
the applicable accounting standards and requirements as well as the
GEM Listing Rules and that adequate disclosures have been made.
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Procedures for directing Shareholders’ enquiries to the
Board

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

Room 20, 19/F

Fortune Commercial Building
362 Sha Tsui Road

Tsuen Wan, Hong Kong

Tel No.: 2366 1613

Fax No.: 2366 1665

Procedures for putting forward proposals at general
meetings by Shareholders

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

ACCOUNTABILITY AND AUDIT
Financial reporting

The Directors are responsible for overseeing the preparation of the
annual accounts which give a true and fair view of the Group’s state
of affairs of the results and cash flow for the year. In preparing the
accounts for the year ended 31 December 2022, the Directors have:

e adopted suitable accounting policies and applied them
consistently; and

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

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

The Board, through the Audit Committee, has reviewed the
effectiveness of the Company’s system of internal control and risk
management over financial, operational and compliance issues for
the year 2022. The Audit Committee concluded that, in general,
the Group has set up a sound control environment and installed
necessary control mechanisms to monitor and correct non-
compliance. The Board, through the review of the Audit Committee,
is satisfied that the Group in 2022, fully complied with the code
provisions on internal controls and risk management as set forth in
the Code. The Audit Committee also concluded that the Group has
employed sufficient staff for the propose of accounting, financial and
internal control. The Group has internal audit department.

External Auditors

The Group’s external auditors are KTC Partners CPA Limited.
The Audit Committee is mandated to ensure continuing auditors’
objectivity and safeguard independence of the auditors, and it has:

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

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

During 2022, the remuneration payable to the Company’s external
auditors for audit and non-audit services were approximately
RMB1,330,000 and RMB389,000 respectively.
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The accounts for the year ended 31 December 2022 were audited
by KTC Partners CPA Limited whose term of office will expire upon
the forthcoming annual general meeting of the Company. The Audit
Committee has recommended to the Board that KTC Partners CPA
Limited be re-appointed as the auditors of the Company at the
forthcoming annual general meeting of the Company.

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

Corporate Communication

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

Company secretary

Mr. Tse Chun Lai (“Mr. Tse”) has been appointed as the Company
Secretary and the Authorised Representative on January 2020. For
details, please refer to page 69 to this report.

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

INVESTORS RELATIONSHIP

The Company has established a range of communication channels
between itself and its Shareholders, investors and other stakeholders.
These include the annual general meeting, the annual, interim and
quarterly reports, notices, announcements and circulars and the
Company’s website at https://mediumir.com/c08270/en/index.php.

During the year ended 31 December 2022, there had been no
significant change in the Company’s constitutional documents.
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SUSTAINABLE DEVELOPMENT OBJECTIVES

The Group is principally engaged in the exploitation, liquefaction
production and sales of natural gas. The Group is also involved in the
sales of liquefied coalbed gas, the provision of gas supply connection
services and the manufacture and sales of polyethylene (“PE”)
gas pipelines through its subsidiaries. This Environmental, Social,
and Governance (‘ESG”) report (the “Report”) outlines the Board’s
commitment to sustainable development practices and its vision for
addressing the challenges of climate change.

The Group recognized the potential impact of its operations on
the environment, particularly on climate change. The Group is
committed to sustainable development and has taken measures
to mitigate the impacts of its business on the environment. The
Group has implemented a series of measures to reduce greenhouse
gas emissions, including optimizing the production process to
reduce energy consumption, adopting advanced technologies to
improve the efficiency of natural gas utilization, and implementing a
comprehensive monitoring system to track and manage emissions. In
addition, the Group has committed to investing in renewable energy
and exploring the potential of low-carbon technologies to reduce its
carbon footprint.

The Group has focused on promoting sustainable development
in the communities where it operates. It has worked closely with
local stakeholders to identify and address environmental and
social concerns, including the protection of water resources, the
conservation of biodiversity, and the promotion of local economic
development. The Group has also established partnerships
with academic and research institutions to advance scientific
understanding of climate change and support the development of
innovative solutions.

Overall, the Group's sustainable development objectives demonstrate
a strong commitment to environmental stewardship, social
responsibility, and economic viability. Through ongoing efforts to
mitigate climate change impacts, the Group is positioning itself for
long-term success in a rapidly changing global landscape.

CHINA CBM GROUP COMPANY LIMITED
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Sustainability Statement of the Board

As a group engaged in the exploitation, liquefaction production and
sales of natural gas, we are committed to conducting our business in
a sustainable manner. We recognize that our business activities have
an impact on the environment and society, and we are determined
to minimize this impact while ensuring the long-term viability of our
operations.

We are actively taking steps to mitigate the risks associated
with climate change and reduce our carbon footprint. We have
invested in state-of-the-art technology and equipment to improve
the efficiency of our operations and minimize greenhouse gas
emissions. In addition, we are exploring new technologies to reduce
our dependence on fossil fuels and transition to renewable energy
sources.

We are also committed to upholding the highest standards of safety
and environmental protection in our operations. We regularly review
and improve our safety protocols and environmental management
systems to minimize the risk of accidents and prevent pollution. We
also strive to promote responsible waste management and minimize
the use of hazardous materials in our production processes.

The also prioritized the protection of biodiversity and water resources
in the areas where we operate. We have established a monitoring
system to ensure that our operations do not harm local ecosystems
or disrupt water resources. Additionally, we strive to engage with local
communities and stakeholders to ensure that our operations align
with their interests and are sustainable in the long term. We are also
committed to promoting social and economic development in these
communities through our employment and training programs, as well
as through our corporate social responsibility initiatives.

We understand that climate change poses significant risks to our
business and stakeholders, and we are committed to mitigating
these risks through strategic planning and adaptation measures. We
will continue to monitor and assess the impacts of our operations on
the environment and society, and take proactive steps to ensure the
sustainable development of our business.
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In summary, we are committed to conducting our business in a
sustainable and responsible manner, and we will continue to pursue
innovative solutions to minimize our environmental impact and
contribute to the sustainable development of the communities where
we operate.

ESG Approach and Commitment

The Group recognizes that ESG factors are crucial indicators of a
company's non-financial performance, valuation, risk management,
and regulatory compliance. To that end, the Group has adopted a
comprehensive approach to ESG reporting that includes assessing
and evaluating ESG-related risks, reporting performance, setting
strategic goals, supervising management effectiveness, and
ensuring operational compliance with relevant legal and regulatory
requirements. The Group is committed to conducting business in a
way that respects and benefits its employees, customers, investors,
and the communities it operates in. The Report provides both
qualitative information and quantitative data to demonstrate the
Group's ESG performance and commitment to sustainability.

ABOUT THE REPORT

The Report has shown the Group’s commitment to sustainable
development practices and its clear vision for addressing climate
change. The report is a valuable tool for stakeholders to understand
the Group’s sustainability performance and its efforts to build a more
sustainable future. Additionally, the Group has taken steps to ensure
consistency between the Chinese and English versions of the Report,
the Board reviewed and approved the Report on 31 March 2023,
marking a significant milestone in the Group's sustainability journey.
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Reporting Scope

The Report provides a comprehensive overview of the Group's
performance in the areas of environmental, social, and governance
considerations. The Group invests in the exploration and exploitation
businesses at the coalbed methane (“CBM”) blocks in Yangcheng,
Shanxi, the PRC. Headquartered in Beijing, the Group has offices in
Tianjin, Cangzhou, and Hong Kong, and it operates its distribution
businesses in Shanxi Province and Hebei Province in the PRC.
By highlighting the Group's policies, management approach, and
performance in the Group’s core business, the Report demonstrates
the Group's commitment to driving sustainable development in a
rapidly evolving landscape. The Report was prepared in accordance
with the reporting principles of materiality, quantitative analysis,
balance, and consistency. The Group's dedication to gathering and
analysing relevant data, formulating and implementing policies, and
monitoring progress is evident throughout the Report.

Reporting Period

The Report highlights the Group’s progress towards achieving its
sustainability goals through its environmental and social performance
for the reporting period from 1 January 2022 to 31 December 2022
(the “Reporting Period”).

Reporting Framework

The Report was prepared in accordance with the Environmental,
Social and Governance Reporting Guide (the “ESG Reporting
Guide”) contained in Appendix 20 of the Rules Governing the Listing
of Securities on GEM (the “GEM Listing Rules”) published by the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The Report complied with the “comply or explain” provisions of
the ESG Reporting Guide. For a full list of ESG aspects, respective
key performance indicators (‘KPIs”) and their references within the
Report, is included at the end of the Report for reference.
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Stakeholder Engagement

Stakeholder engagement is critical for any business to succeed,
especially given the urgent need to address environmental and
social issues. As a responsible enterprise committed to sustainable
development, the Group recognizes the importance of engaging
with stakeholders, including policymakers, regulators, employees,
investors, customers, suppliers, and community members, to
understand their expectations and concerns. By listening to and
valuing their input, the Group can identify potential risks and
opportunities related to its business development strategies, internal
control systems, and corporate governance, as well as assess
potential ESG impacts. The Group used various communication
approaches to engage with its stakeholders and collect their
valuable thoughts and ideas. By doing so, the Group structures
future business strategies that create long-term value for its
stakeholders and contribute to a more sustainable future. The table
below highlights the key stakeholders, their ESG concerns, and the
corresponding communication approaches used to engage with
them.

FhhESH

FhESRREMEBRSKINNER
B pll R BRI BORIRIR KAt & M A E )
FE-AKERBEEINGE AEHAR
BRR BEIERNDE (BRERRA B
ERE BE REE BEP HERLH
ERE)EIRFBENERME AT HK
ENHERET RBYIZHEFEFER K
SE AR EERSERRE AR
AR REEERABNELRRMEE -
WA EBHENESGH & - AR B A& 1E
BESTAEEFNERIRFHERLKE
REBEBANBE - BBZLEIA A&
ERERAFNEIERNEENREKE
BER YERAUKERKIELER - THE
S AR E R RIS E - EHESGRRE
K EREZT RIFRAERNAERERTT R

Stakeholders Areas of ESG Concerns Engagement Approaches
& ESGEI X E S2HEHN
Community e Community development; e Corporate website;

e Employment opportunities; e Community service activities;

e Environmental protection; and e Media enquiry; and

e  Social welfare. e Press releases and announcements.
HE o fRmERE: o QAU

o MEH#E; o ERARTEES:

o IRIFRE R o HREH: K

o HERAH- o TEEMRAM-
Customers e Product safety and service quality; e Brochures and leaflets;

e Commercial credibility; e  Customer service hotline;

e Consumer data protection; and e Comments and complaint channels;

e (Operational compliance. and

e Press releases and multimedia.
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e BWEFEE: o EBPRIELR:
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o XBAEMIE-

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022

o FHEMERHRE: K
o MEBMLZRE-



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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Stakeholders Areas of ESG Concerns Engagement Approaches
BHE ESGR X W& E 2HEGH
Employees e Rights and benefits of employees; e Regular meetings and team
e Training and development; briefings;
e Working environment and e Employee trainings;
occupational safety; and e Performance appraisals;
e Equal opportunities. e Notices and circulars; and
e Emails and other electronic
communications.
== o [EEMENNBAN: s THERLEKG®:

Investors and
Shareholders

REERKRR

Suppliers and
Business Partners

HEERRER

EHIRBE
THBERBERS R
FEHE-

Business strategies and
performances;

Effective corporate governance;
Sustainable profitability; and
Investment returns.

EQVE LG
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Payment schedule;

Demand stability;

Operational compliance; and
Quality services and products.
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Annual general meeting and notices;
Financial statements, reports and
announcements;

Corporate website;

Investors briefings; and

Press releases.
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Contracts and agreements;
Business meetings, supplier
conferences and interviews;
Quotations and tendering process;
and

Supplier appraisal, assessment and
evaluation.

BRI R

Fre® HESgZE AR
WERBRBE: &
HEmT i AP AT E-

TEREEREEBRAR
—BRCCFER

4



42 |

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BE HE2RERHRE

Stakeholders
FHE

Areas of ESG Concerns

ESGR X HEE

Engagement Approaches

285K

Government and
regulatory authorities

BRERKREE#E

Stakeholders’ Feedback

Compliance with the Listing Rules;

Timely and accurate announcement;

Tax payment as required; and
Disclosure of information and
submission of materials.

By ETARAN

Ko s Je E AR
RFEMT R

BEER KRR -

The Group welcomes stakeholders’ comments and feedbacks
regarding its approach and performance on ESG aspects as they are
valuable to its continuous improvement and sustainability. If you have
any questions, suggestions, and recommendations to the Group,

please send them to:

Address: Room 20, 19/F, Fortune Commercial Building, 362 Sha Tsui
Road, Tsuen Wan, Hong Kong

Email: admin@ccbmgroup.com

CHINA CBM GROUP COMPANY LIMITED

Annual Report 2022

Interaction and meetings;
Training and seminars;

Financial statements, reports and
announcements; and

Annual reviewal process.
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MATERIALITY ASSESSMENT

To gain a comprehensive understanding of stakeholder views
and expectations regarding the Group's ESG performance, the
Group conducts an annual materiality assessment. This process
evaluates the importance of ESG issues to its stakeholders and
identifies relevant ESG-related risks and opportunities. To determine
the significance of potential ESG issues, the Group engaged with
stakeholders through various communication approaches, such as
management reviews, industry analysis, and stakeholder engagement
exercises. Through its commitment to understanding stakeholder
expectations and concerns, the Group can prioritize its efforts to
address the most significant ESG issues and create long-term value
for its stakeholders.

Air pollution

ey
ZERIT IR

Impact of operations
on local community
T

HHERERERNERM

Significance to China CBM Group
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Customer satisfaction
. PN

Importance to the stakeholders

HEBNENEEM

ENVIRONMENTAL PERFORMANCE

Natural gas is considered a cleaner burning fossil fuel compared
to coal or oil, making it a valuable resource for energy production.
The gas is typically found underground in rock formations or CBM
pockets and is extracted through driling wells. As of 31 December
2022, the Group has completed the groundwork and drilling of 229
CBM wells, with 164 currently producing natural gas.
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The Group is committed to responsible environmental practices
and has implemented energy efficient technologies, sustainable
materials, and waste reduction measures in its operations.
Employees and contractors are trained to maintain strict controls
and monitoring of emissions and waste generation. Additionally, the
Group’s administrative work, research and development activities,
and trading business are conducted primarily indoors to minimize
environmental impact. Once the natural gas is extracted and treated,
it is transported through underground pipelines to commercial
consumers. The Group is committed to maintaining and enforcing
its environmental management policy to ensure the sustainable
production and delivery of natural gas to meet the growing energy
demands of its customers.

Emissions Policy

To uphold the corporate principle of “Social Responsibility is
of Overriding Importance to the Group” and to maintain its
commitment to the long-term sustainability of the environment, the
Group has prioritized environmental awareness and sustainability
in its operations, particularly in the new energy sector. During
the Reporting Period, the Group maintained compliance with all
applicable government regulations and industry standards to ensure
the safe transportation, storage, and distribution of natural gas.
These regulations include but are not limited to:

—  The Environmental Protection Law of the PRC.
—  The Energy Conservation Law of the PRC.

— Law of the PRC on the Prevention and Control of Water
Pollution.

CHINA CBM GROUP COMPANY LIMITED
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—  Law of the PRC on the Prevention and Control of Pollution from
Environmental Noise.

—  Law of the PRC on the Prevention and Control of Environmental
Pollution by Solid Waste.

By following these regulations, the Group not only protecting the
environment but also ensuring the safety of its employees and the
surrounding communities.

Carbon Footprint — Greenhouse Gas Emissions

Carbon footprint refers to the total amount of direct and indirect
greenhouse gas (“GHG”) emissions, measured in terms of carbon
dioxide equivalent (“CO,-e") emissions. During the Reporting Period,
the Group's operations covered an area of 300,307.65 square
meters (2021: 328,236.15 m?), including its headquarters, offices,
and subsidiaries, and accounted for 100% of its GHG emissions.

The Group generated a total net of 74,587.61 tonnes of carbon
dioxide equivalent (tCO,-e”) emissions in the form of carbon dioxide,
methane, and nitrous oxide during the Reporting Period (2021:
46,654.35 tCO,-e). The primary source of GHG emissions for the
Group was electricity used for operational purposes. The carbon
emission intensity increased by 5.3% year-over-year to 228.44
tCO,-e/million RMB revenue (2021: 216.87 tCO,-e/million RMB
revenue).
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The Group has taken significant steps to manage its emissions and
resource consumption, including energy-efficient lighting deployment,
turning off idle lighting, computers, and electrical appliances and
equipment, monitoring water consumption, using digital technology
and recycled paper, promoting the use of public transport, and using
teleconferencing or video conferencing as a substitute for business
travel. The carbon footprint for the Group is provided in the following
table:

Scope Sources of GHG emissions

gE R = R BEORIR

AEE D REE KA EEHERE MIA
RERBR BRLZESERNERA
HERERA BN ERMRE BEEKHE
RE 8 R BREB £l K Ol e R 4 - B RE AR 2
ARBITARERAEFIREEHZREL
ZE o PRIBHAN SR B b 2 B -

2022 2021 2020
—EF-= B —F —E_EHE

GHG" emissions (in tCO,-e)

BEREBENE (M_SBmEES)

1 Stationary (Natural gas)
EE (RAR)
Mobile — Gasoline & diesel
B —H RS

2 Purchased electricity
HMNEE S
3 Disposal of paper waste
BEEREMR
Fresh water processing
BRIERIK
Sewage water processing
BR ¥R 57K
Total GHG” emissions
BERBMNEHERE
Carbon Emission intensity per m?
BYFRRBERBE
Carbon Emission intensity per million RMB revenue*
BEEBARB WS BRBEREE

A The GHG is calculated according to the “Guidelines to Account for and Report on
Greenhouse Gas Emissions and Removals for Buildings (Commercial, Residential or
Institutional Purposes) in Hong Kong” jointly published by Environmental Protection
Department and Electrical and Mechanical Services Department.

# During the Reporting Period, the total revenue of the Group was RMB326,508,485.00
(2021: RMB215,125,000.00, 2020: RMB179,329,000.00).
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15,280.46 10,686.30 651.93

1569.76 287.51 481.97

59,068.57 35,722.03 15,626.02

15.91 12.66 5.53
41.84 30.49 14.54
21.07 15.36 6.98

74,587.61 46,654.35 16,786.97
0.248 0.142 0.051

228.44 216.87 93.61
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Air emission

Natural gas is a cleaner fuel source than other fossil fuels since its
combustion produces only carbon dioxide and water vapor. However,
since natural gas primarily consists of methane, a potent GHG with
82 times the warming potential of carbon dioxide, preventative
measures have been implemented to prevent methane leakage from
CBM wells, storage tanks, pipelines, and processing plants. These
measures include building preventive infrastructure and implementing
monitoring measures to minimize adverse environmental impacts.

Another significant source of air emissions comes from the use of
gasoline and diesel-powered vehicles for employee commuting
and transportation. Combustion of these fuels in vehicle engines
generates several air pollutants, contributing to air pollution. The
Group is committed to reducing air pollution by encouraging
employees to use public transportation when possible. The estimated
air emissions for the Group are provided in the following table:
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Types of Pollutants 35 2 ) % R 2022 2021 2020
—EF-_— —_E_—F —E-EE
Emission Data (kilogram) (“kg”)
BEmEE (F5) ([Fx])
Nitrogen Oxides (NO,) FEILHNO) 196.65 235.88" 499.63*
Sulphur Dioxide (SO,) —&1bH(SO,) 0.99 1.59 2.67
Particulate Matter FERY) 18.21 21.57* 45.65*
* Estimated mileage driven during the Reporting Period * e RN R TR 212

Reducing Hazardous and Non-hazardous Waste

The exploitation of natural gas results in large volumes of
contaminated water being brought to the surface along with the
gas. This water requires proper handling, storage, and treatment to
prevent land and water source pollution. After pumping wastewater
out from CBM wells, it is sent to a wastewater treatment plant
for purification before it is disposed of, reused, re-injected into
another section of the formation, or sent to an evaporation pond
for desalination. During the Reporting Period, 21,000.00 m?® (2021:
24,000.00 m?) of wastewater was sent to the treatment plant for
processing.
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Natural gas processing and purification involves separating various
hydrocarbons and fluids using both chemical and mechanical
methods, which may produce hazardous waste that requires
subsequent treatment and disposal. The Group has been monitoring
and documenting the solid and liquid waste generated by its
operations and seeking more sustainable waste management plans
to control, record, and monitor overall waste generation and disposal.

Paper and printed materials were among the non-hazardous wastes
generated by the Group. The GHG emissions resulting from paper
waste were 15.91 t1CO,-e (2021: 12.66 tCO,-e) during the Reporting
Period. Municipal solid waste was also generated by employees.
All non-hazardous waste was properly classified according to their
recycling nature and collected for recycling and disposal.

Promoting Sustainable Resources Use

The Group encourages efficient resource use by proactively raising
employees' environmental awareness. During the Reporting Period,
the primary resources consumed by the Group were electricity,
diesel, gasoline, natural gas, water, and paper, and no packaging
materials were needed for its business.

Fossil Fuel Consumption — Diesel, Gasoline and Natural
Gas

During the Reporting Period, the Group consumed 7,940,303.55
me® of natural gas for operational purposes and employee housing,
accounting for 20.5% of its total carbon footprint. The amount of
natural gas consumed increased from 5,501,044.90 m?® in 2021. The
Group also used 44,088.20 litres (“I”) of gasoline (2021: 79,244.44 |)
and 21,210.80 | of diesel (2021: 26,303.41 |) for its motor vehicles.
The vehicles underwent regular maintenance to ensure optimal
performance and fuel efficiency. Going forward, the Group will explore
the possibility of switching to electric vehicles.
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Energy Consumption - Electricity

The Group's total electricity consumption during the Reporting Period
was 62,712,867.30 kilowatt-hours ("kWh"), accounting for 79.2% of
its total carbon footprint. This consumption was primarily attributed
to natural gas liquefaction, machinery, lighting, air-conditioning, and
electrical appliances and equipment. To further conserve energy
resources, the Group will continue to monitor its performance.

Water Consumption

Throughout the Reporting Period, the Group had no issues sourcing
water that met its needs. Total freshwater consumption was
103,318.70 cubic meters (m®). However, the water consumption of
the offices in Tianjin and Hong Kong could not be disclosed, as it
was included in the property management fee and the amount of
water used was minimal. Nonetheless, the Group remains committed
to conserving the earth's water resources and takes special care to
avoid wastage.

Paper and Printed Matters Consumption

The Group's total paper consumption was 3,315.71 kg. Paper
was used for administrative, marketing, and report publication
purposes. Reducing paper consumption in its offices has been a
key environmental objective for the Group, and all employees are
encouraged to actively reuse and recycle paper to minimize waste.
Additionally, the Group promotes the use of email and digital media
for communication purposes.
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Additionally, the following table provides a summary of the Group's

resource consumption:

BEAN TREBHERASEEREERE

Scope Sources of GHG emissions 2022 2021

gE BEREHHKRR e -3 —E--f
Consumption Intensity Consumption Intensity
HAEE BE HEE BE
1 Stationary - (Natural gas) 7,940,303.55 m® 26.44 m¥/m? 5,501,044.90 m? 16.76 m¥/m?
EE- (RAR) 794080355 K 26443 B K/ F K 550104490 7K 16763 7K/ F K
Mobile - Gasoline & Diesel 65,299.00 1 0.67 tCO,-¢ per capita 105,547.85 | 0.86 tCO,-¢ per capita
B — A RS 65,299.007 A¥067H Al ikE 2 105,547.857F AH0.86M— G ftixE &
2 Purchased electricity 62,712,867.30 kWh 208.83 kWh/m? 37,942,962.00 KWh 115.6 KWh/m?
INEED 62,712,867.30F LB 208.83F BB /FH K 37942962.00FREF  115.6T R/ Thk
3 Disposal of paper waste 3,315.71 kg 0.07 tCO,-¢ per capita 2,637.20 kg 0.04 tCO,-e per capita
B 3315.71F% ABOOTH_&{tikEgE 2,637.20F% A0 ELIREE
Water processing 103,313.70 m* 0.26 tCO,-¢ per capita 73,122.73 m? 0.14 tCO,-e per capita
I AK 103,313.703 7%  AI0.26M —Af ks 2 7312278 5k A0 4B ELIEE

Protecting the Environment and Natural Resources

The Group benefits from natural resources and the environment, and
therefore, is responsible for protecting them. The Group considers
environmental risks during its business development, applies industry

standards, complies with regulations, establishes and reviews

and environmental objectives, and minimizes its influence on ecology,
surface water, noise, and solid waste. After wells are dug, the Group
recovers and maintains the original ecological and geomorphological
form by following standardized mitigation measures. No new wells

were exploited by the Group during the Reporting Period.
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Tackling Climate Change

Climate change poses several risks to the Group and these risks
can be broadly categorized into physical risks, transitional risks, and
reputational risks.

Physical Risks: Climate change could cause disruptions in the supply
chain and operations of the Group due to extreme weather events
such as floods, droughts, and storms. It may also affect the quality
and quantity of coalbed methane and natural gas resources, leading
to lower production volumes, higher costs, and reduced revenue.

Transitional Risks: The transition to a low-carbon economy could
have a significant impact on the Group's business model, as the
PRC aims to reduce its reliance on fossil fuels and increase the use
of renewable energy. This transition could result in changes in policy
and regulations, leading to increased compliance costs and higher
taxes.

Reputational Risks: The Group could face reputational risks due to
its association with the fossil fuel industry and the negative impact
of fossil fuels on the environment. Increasingly, investors, customers,
and other stakeholders are prioritizing sustainability, and the Group's
failure to demonstrate its commitment to sustainable practices could
damage its reputation and affect its long-term viability.

In summary, the risks posed by climate change to the Group include
disruptions in supply chain and operations, regulatory changes,
increased compliance costs, and reputational risks. It is essential for
the Group to implement effective risk management strategies and
adopt sustainable practices to mitigate these risks and ensure its
long-term success. Therefore, the Group has developed strategies
to manage and mitigate its climate-related risks by reducing
greenhouse gas emissions, diversifying its supply chains, engaging
with stakeholders to raise awareness of climate risks and encourage
action to mitigate them, and incorporate climate risk into its decision-
making processes. Additionally, the Group regularly monitors and
reviews its risk management strategies to ensure they remain
effective in the face of changing climate risks.

R HEBREARE

FEE SRR E 1L
RIRZCHAREBIBKZ IE "Zg—%ﬂ
ﬁ“)'\j(ﬁjﬁ %#@iﬁﬂ 220 FHB,A ’ECE.E
[ Bz o

%ﬁﬂ THERHK ERBRFRRX

1R {1 T 3 7 42 B 44 5 IR 0B
BB H T R B R
BHEERYE EREREE KA
R R D -

BRI R FEREEE AR A K E
MEBENENERTE DERTEE
TR D BHE AR R RO (R R I 48 0 A] B A B
R ) 2 o S AU F] B & M BUBUR SKOE R A
B BHARKAIEIMNEESHBU

BRE R bR RO RET R R IA
&1KE¢%*4§T%%E’JE@%’§“ ZN- L)
T e 2 =°°Txéf% BEPREMFD

%ti}iﬁ_éﬁ—ﬁii‘“’ R AKEREE
Eﬂﬁﬂ—ﬁ—ﬂffﬂxﬁ’wﬁ AREEREHERE
B EERMETRE

4R Rt - SRR B L R R B AE K A R B
B E 1 B 0 K 5B P T EQEZM\/—\%EEX
AIEHNIA R BB E B o B hE A KA R
ﬁ%muﬂszHXT%%%EEE§¥¢$%IM$%EA
ZRBIYBRRERBAKIILAEE -FHLL -
AEBEDHERE BERVBEEREY
W b B ERE SO ERLRITE
%LHE'ELT?MI%Hﬁ B RR AN B 1R IR BT
RUR AR B R B - I B B EREX 1T B DAL B 5%
LR LA&H%%%J‘LM,W\%J% SPEEER
N AR ETHEERERERRE R
RE BMREAEYE TEH 2N RERR
B ABRR -

TEREEREEBRAR
—BRCCFER

51



52 |

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BE HE2RERHRE

EMPLOYMENT AND LABOUR PRACTICES
Employment Policy

At the heart of the Group's values is the corporate spirit of
"establishing the world with trust and establishing the city with
wisdom". To bring this spirit to life, the Group invests in the
development of a dedicated and talented workforce, fostering a
positive and productive culture that promotes high performance
and excellence. By creating a stimulating yet harmonious work
environment, the Group aims to attract and retain top talent in the
industry.

The Group strictly complies with the Employment Ordinance (Chapter
57 of the Laws of Hong Kong), the Minimum Wage Ordinance
(Chapter 608 of the Laws of Hong Kong), the 1995 Labour Law and
the 2008 Labour Contract Law of the PRC. The Group recognizes
that its employees are its most valuable asset and plays a vital role
in achieving the corporate value of low-carbon and clean energy
development. As such, the Group is committed to promoting
corporate social responsibility and sustainability.

The Group promotes a diverse and high-quality workforce by
providing equal opportunities for employees in recruitment, training
and development, job advancement, and remuneration and benefits.
The objective of the Group's employee performance management is
to reward and recognize employees through a performance appraisal
system that evaluates job performance, skills, and achievements.

The Group's employee handbook is a vital communication resource
that provides guidance, ground rules, procedures, and guidelines on
employment and labour standards, business conduct and ethics,
workplace health and safety, remuneration and benefits, and the
management system. It serves as a tool to define management
expectations and protect employees from unfair or inconsistent
treatment and discrimination.
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As of 31 December 2022, the Group's total workforce was 238
employees, a decrease from 336 employees in 2021. Please refer
to the following table for a summary of the Group's employee
composition.

R HEBREARE

RZEZZF+=ZRA=+—H A£EBEE
THEAB8HEET & —F - —F K336
HZETIEMRL BEASEE THEKE
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Employee Structure 2022 2021 2020
EEEE =F== B ZETZEF
Total number of employees 238 336 330
EEAY
By gender Male 66.4% 73.5% 70.4%
g el S
Female 33.6% 26.5% 29.6%
g
By age 18-25 8.8% 8.0% 7.0%
RER 18E255%
26-35 39.9% 44.9% 44.2%
26E 355,
36-45 27.8% 29.2% 24.2%
36E455%
46-55 13.0% 11.9% 18.2%
46E 555,
56 or above 10.5% 6.0% 6.4%
56 A |
By employee category Senior Management 12.2% 5.4% 6.0%
RESER mRERE
Middle Management 11.3% 14.0% 17.6%
PREIEE
Junior staff 76.5% 80.6% 76.4%
MNFZET

The Group places a strong emphasis on managing employee
turnover and is dedicated to retaining its top talent to foster a
stable and productive work environment. Although the employee
turnover was impacted by the disposal of a subsidiary, the Group
has implemented various strategies to tackle this challenge. To
boost employee retention, the Group has prioritized enhancing
employee engagement, providing superior training and development
opportunities, offering competitive compensation and benefits
packages, and ensuring transparent communication between
management and employees. These measures are designed to
elevate employee satisfaction and promote a positive work culture
that encourages employees to remain with the Group for the long
haul. The Group is committed to maintaining a highly skilled and
dedicated workforce that can drive the Group's long-term success.
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Percentage of Employee Turnover Rate 2022
EERAEXBEDL —g-C
By gender Male 23.2%
&1 5 B
Female 28.7%
g
By age 18-25 40.0%
RER 182555,
26-35 25.0%
26Z355%
36-45 24.6%
36E 455,
46-55 9.8%
46ZE555%
56 or above 35.3%
56 KA
By employee category Senior Management 16.9%
REESER mREREE
Middle Management 32.0%
PARERE
Junior staff 25.5%
MNF/ET

Occupational Health and Safety Policy

The Group places great importance on occupational health and
safety to ensure a safe working environment for its employees, as
natural gas production, transportation, distribution, and storage
require stringent safety regulations and standards. The Group's
management is responsible for providing a safe working environment
in accordance with applicable statutory and industrial requirements.
To comply with these requirements, the Group follows the Employees'
Compensation Ordinance (Chapter 282 of the Laws of Hong Kong),
the Law of the People's Republic of China on the Prevention and
Treatment of Occupational Diseases, and the Measures for the
Declaration of Projects with Occupational Hazards in the PRC.
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To ensure the safety of its employees, the Group's occupational
health management team oversees compliance with occupational
health management and occupational disease prevention regulations.
The team also provides employees with personal protective
equipment such as gowns, helmets, gloves, eyewear, and face
masks for safety protection. In addition, the team regularly supervises
and inspects safety measures and awareness among employees,
with an emphasis on educating and promoting preventive habits for
the development of a healthy and safe working culture.

During the Reporting Period, the COVID-19 pandemic crisis put
pressure on the Group and its employees. To prevent the spread
of the virus, the Group implemented stringent infection preventive
measures and complied strictly with virus prevention regulations
required by the government in Hong Kong and the PRC. The Group
closely monitored the health of its employees by checking their body
temperature, providing surgical masks, and alcohol-based hand
rub in its operating locations. The Group also arranged for some
employees to work from home and conduct business meetings
online to minimize physical contact.

The Group established a response mechanism to minimize the
impact of scenarios where employees are infected by COVID-19
on other employees, the Group's neighbours, and members of the
public. The Group followed quarantine requirements in Hong Kong
and the PRC to reduce the spread of the virus.

To ensure that its employees are well-trained and informed,
the Group regularly conducts occupational health and safety
communications such as recurrent trainings, briefings, and notices.
During the Reporting Period, the Group was not aware of any non-
compliance relating to health and safety-related laws and regulations.
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2022 2021 2020
Occupational Health and Safety Data B¥EEHEZ2HE B ZE-—§F CZE-ZEF
Number of work injury cases TEE=REE 0 0 3
Number of work-related fatalities TYERBIRTEHT 0 0 0
Lost days due to work injury TEEAEH 0 0 90
Work injury rate IEX 0 0 9.1
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Employee Development and Training

Employee development and training is a top priority for the Group's
human capital development. The Group is committed to encouraging
and assisting its employees in reaching their full potential. To achieve
this, the Group offers a wide range of in-house training programs that
aim to develop more competent and skilled employees. In addition,
the Group also sponsors external professional and qualification
training to strengthen employees' skills and knowledge, enabling
them to further develop themselves and progress on their career
path.

The Group believes in creating an environment of continuous
improvement, where employees are encouraged to pursue excellence
in their work and career development. To achieve this, the Group
supports lifelong learning and offers educational allowances to its
employees, enabling them to enhance their knowledge and develop
their careers.

During the Reporting Period, the average number of training
hours for employees is listed in the following table. The Group is
committed to continually evaluating its employee development
and training programs to ensure that they meet the evolving needs
of its employees and the Group. By investing in its employees'
development, the Group is confident in its ability to attract and retain
top talent, which will ultimately contribute to its overall success.
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Training Hours 2022 2021 2020
3 31 B Y = —B--Ff ZB-RF
Total (hours) 13,125.0 18,998.0 25,126.0
BIFR

Average (per employee) (hours) 551 56.5 76.1

BREEFHIZIEH
By Gender (Average training hours and percentage of
employees who received training)

iR (FHEBIREERZIEETS L)

Male By hour 63.1 N/A* N/A*
B RN @A TEA
By percentage 100% N/A* N/A*
= lalnd EA ER
Female By hour 40.0 N/A* N/A*
egicd RN @A TEA
By percentage 100% N/A* N/A*
- d=lalnd AE A ANiE A

By Employee Category (Average training hours and
percentage of employees who received training)
REEEHN (FHBIHHERZIEERTS L)

Senior management By hour 43.3 50.1 74.9
EREEE RN

By percentage 100% N/A* N/A*

- d= ol d TE A NE A
Middle management By hour 57.3 87.1 90.9
PR EEE BN

By percentage 100% N/A* N/A*

= lalnd EA ER
Junior staff By hour 56.8 73.9 48.5
PIRET RN

By percentage 100% N/A* N/A*

- d=lalnd AE A ANiE A

+ Data not available + AR BUR
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Labour Practices and Compliance

The Group places great importance on compliance with applicable
employment laws and regulations, including those governing child
and forced labour practices. To ensure that all employees are well-
informed about the standards and regulations that govern their
employment, the Group has structured its employee handbook
to include important ground rules and regulations surrounding
remuneration and benefits, leave and holidays, training and
development, business conduct and ethics, and occupational health
and safety.

The Group follows strict guidelines and procedures as stipulated
in its recruitment policy to ensure that suitable talent is recruited in
compliance with relevant labour laws, job requirements and candidate
expectations.

During the Reporting Period, the Group was not aware of any cases
of non-compliance with laws and regulations that would have had
a significant impact on the Group, in relation to compensation and
dismissal, recruitment or promotion, working hours, rest periods,
equal opportunities, diversity, anti-discrimination, or other benefits and
welfare. The Group remains committed to maintaining compliance
with all applicable labour laws and regulations, and to providing a
safe, fair, and supportive workplace for all employees.

OPERATING PRACTICES
Supply Chain Management and Supplier Engagement

The Group places great importance on transparency and integrity
across its supply chains to uphold the highest standards of ethical
business practices. To achieve this, the Group has established a
stringent procurement policy that ensures goods and services are
procured in a fair, honest, and competitive manner that delivers the
best cost performance.
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The Group believes that strong cooperative relationships with its
suppliers can enhance operational flow and service quality. Therefore,
the Group employs a rigorous tendering process and selection criteria
to choose suppliers based on their reputation, financial reliability,
product quality, and price stability. The Group also gives preference
to suppliers with environmental management certification, aligning
with the Group’s sustainability goals. The procurement department,
which manages the Group’s supply chain, regularly reviews supplier
performance to ensure efficient and effective operations.

Product Responsibility and Quality Assurance Process

The Group is committed to delivering a reliable supply of natural gas
to its customers, and to achieve this, it has established a robust and
comprehensive product responsibility and quality assurance process.
The Group has taken all necessary steps to ensure that its products
and services meet the highest standards of quality and safety.

The transportation pipeline pressure gauges are checked and
maintained periodically to ensure reliable supply. Gas quality is
analysed semi-annually by The Municipal Bureau of Quality and
Technical Supervision in the PRC to ensure that it meets prescribed
specifications. Daily production capacity is monitored to maintain
a consistent and stable supply of natural gas. Gas measuring
instruments and their components are calibrated and tested
annually to ensure accurate measurement, ultimately guaranteeing
customer satisfaction. The Group remains committed to upholding
these standards and providing its customers with the best possible
products and services. To the best of its knowledge, the Group did
not received any complaints with regards to the products sold or
services provided throughout the Reporting Period.
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RiR -HERERES

Consumer Data Protection and Privacy Policy

The Group recognizes the importance of protecting the data of its
employees, customers, and suppliers and maintaining their privacy
and confidentiality. To that end, the Group strictly adheres to the
Personal Data (Privacy) Ordinance (Chapter 362 of the Laws of
Hong Kong) and requires employees to maintain the integrity and
confidentiality of data when using company computers for data
processing. The Group has implemented various measures, including
access passwords to protect its servers and computers, and
employees are required to safeguard personal data, trade secrets,
and proprietary information collected from employees, customers,
and suppliers. The Group's employee handbook provides detailed
guidelines on document confidentiality and computer security to
ensure that employees understand their responsibilities.

Protecting Intellectual Property Rights

As the corporate logo and domain names are essential to the
Group's brand and corporate image, the Group has registered them
and strictly complies with intellectual property (“IP") rights regulations.
The Group is confident that it has taken all reasonable measures
to prevent any infringement of its own IP rights and the IP rights of
third parties. Throughout the Reporting Period, the Group has not
encountered any material infringement of IP rights.

Anti-corruption and Conflict of Interest Policy

To uphold and promote the highest standards of ethical corporate
practices and integrity when engaging in the Group’s business
activities, the Group’s Code of Ethics stipulated that all employees
including the Directors must comply with the applicable laws and
regulations with regards to corruption, extortion, fraudulent activities
and conflict of interest. The Directors and employees should not offer
to, solicit, or accept anything of material value from their colleagues,
customers, suppliers, or competitors of the Group to ensure
businesses are conducted in an honest and fair manner. The Group
strictly complies with the Prevention of Bribery Ordinance (Chapter
201 of the Laws of Hong Kong), Criminal law of the PRC and the
Anti-Unfair Competition Law of the PRC.
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The Group requires its directors and employees to act in the
best interest of the Group and avoid conflicts between personal
or financial interests and their official duties. Any situation where
employees exercise authority, influence decisions or actions, or gain
access to valuable information to achieve personal or financial gain
is strictly prohibited. The Directors and employees are obligated to
declare any potential conflicts of interest annually by completing a
disclosure form.

Preventive Measures and Whistle-blowing Procedures

The Group encourages employees to report any suspected cases
of corruption, misconduct, conflict of interest, or malpractice in strict
confidence through whistleblowing procedures. All reported cases of
suspected fraud are investigated by the Group's Audit Committee,
and employees are given a copy of the Group's Code of Ethics to
ensure that they adhere to the Group's ethical standards. During
the Reporting Period, the Group communicated anti-corruption
information to its employees, and no non-compliance with relevant
laws and regulations was observed. The Group has not been involved
in any corruption litigation against the Group or its employees.

COMMUNITY INVESTMENT
Community Engagement

As a socially responsible organization, the Group recognizes the
importance of engaging with its stakeholders to minimize any
potential environmental and social impact on the community. The
Group is committed to exploring opportunities to support charitable
or community events and initiatives that create a positive impact on
the community. Through these efforts, the Group aims to give back
to the community and demonstrate its commitment to responsible
business practices.

R HEBREARE

AEBEEREEZNREEUAKENRE
Mae1TH - &R EA K F A 2 E R F
HEFR-BREEEBREREARLEHEN
BMITEEN FEREIITHHERSE
BEEER -EFEhEEAEHKEBFHILR
BRE BHmEMBENNEEHR-

A EEREREF

AEEHBREEBBERERFBRBRT M
BREFIRES TETR FEBRK
BB AR SRRFFRES A
AEEEZZEEHNE BRERERELAE
BrERSTRIR A RREBTAKENE
REE-RNHEHE ~RERREEER
BRER RERERMEERERNE
Mo REEIWES RS HAEE SR

BHEITHRA

HERE
HrESH

Rt eREMHEMS NEBER A EE
EBEAZRER D HH R EMEER
BEEHEFENEEL AEERNER
Be XEHHRELABBYENEEL
HEREE METE - NEE T A [ R
& WRNESBETHETRNAGE

TEREEREEBRAR
—BRCCFER

| 61



62 |

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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Environmental Sustainability

The Group is aware of its impact on the environment and is
committed to reducing its carbon footprint and promoting sustainable
business practices. The Group has implemented measures to reduce
energy consumption, minimize waste, and promote the use of eco-
friendly products. In addition, the Group is exploring ways to further
reduce its environmental impact by adopting new technologies and
practices that support sustainability.

Employee Well-being

The Group values its employees and is committed to providing a safe
and healthy work environment. The Group has implemented policies
and procedures to ensure the physical and mental well-being of its
employees, including health and safety training, regular health check-
ups, and access to counselling services. The Group also recognizes
the importance of work-life balance and offers flexible working
arrangements to support its employees' well-being. Through these
efforts, the Group aims to foster a positive work environment that
promotes employee satisfaction and productivity.

Community Support and Charitable Contributions

As a responsible corporate citizen, the Group is committed to
making a positive impact on the communities in which it operates. In
Qinchi, Shanxi, where the Group's main operations are located, the
Group has been actively supporting local events and initiatives. In
the past year, the Group made a monetary donation to Yangcheng
County for epidemic prevention and control in response to the
COVID-19 pandemic. Additionally, the Group has been contributing
to the education of less fortunate children in the community through
monetary donations for scholarships and non-monetary donations
of books and stationery. The Group is also committed to protecting
the environment of Qinchi and has been actively planting trees to
help reduce air pollution. Through these initiatives, the Group aims
to create a positive impact on the community and improve the well-
being of its stakeholders.
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KEY PERFORMANCE INDEXES REFERENCE
TABLE:

Reference KPIs of the ESG Reporting Guide
ESGHERSIZETERAKE

RIE HERERERE
Egﬁiﬁj:EI*T E4 %%E

Corresponding KPIs
in the sections of the Report

BERHNARIERRER

A. Environment
ARE
A1: Emissions A1: Emissions
Al HERY At BB
A1.1: Emissions Data
PRI 3i¢ ¢
A1.2: Greenhouse gas emissions
A12 REREBHK
A1.3: Total hazardous waste
M3 HEENEE
A1.4: Total non-hazardous waste
Al4 EEEVES
A1.5: Measures to mitigate emissions
AL5 R DR B
A1.6: How hazardous and non-hazardous waste
are handled
AL6 BEBYM R EZEMNRENN
A2: Use of Resources A2.1: Direct and/or indirect energy consumption
A2 EREF A1 EER/ RREE R RER
A2.2: Water consumption
A2.2 : RKERE
A2.3: Energy use efficiency
A2.3  BEIRE AR
A2.4: 1ssue in sourcing water
A2.4 : BROKFE R
A2.5: Total packaging materials used
A25 PR BEMHEE
A3: The Environment and  A3.1: Significant impacts of activities on the

Natural Resources environment and natural resources
A3 RERBRAER A1 EBHRERERERNERTE
A4: Climate Change A4.1: Significant climate-related issues
A4 RIRR(L A4 ERRIRIEBERE

- Emissions Policy
HERBR

- Carbon Footprint - Greenhouse Gas Emissions
REH—RERBHK

- Air Emission
RN

- Reducing Hazardous and Non-hazardous Waste

RO BEREZREY

- Promoting Sustainable Resources Use

R HEERER

- Emissions Policy
B R

- Reducing Hazardous and Non-hazardous Waste
HOBEREZED

- Promoting Sustainable Resources Use
REAHEERER

- Protecting The Environment and Natural
Resources
RERZHEBERER

- Tackling Climate Change
EHRIZE
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R -HERERKRE

Corresponding KPIs
Reference KPIs of the ESG Reporting Guide in the sections of the Report
ESGHEECIZETERRER RERHHAERTIERRER
B. Social
BAE
Employment and Labour
Practices
BREZITEAM
B1: Employment B1: Policies and compliance - Employment Policy
B1:{EfE Bl HEREAR S
- Labour Practices and Compliance
BTIEGIEEH
B2: Health and Safety B2: Policies and compliance - Occupational Health and Safety Policy
B2 REHZZ B2 HEREAR BERRAZIHE
B3: Development and B3: Policies on improving employees’ knowledge - Employee Development and Training
Training and skills EEZERSE
B3 : BE R B3 : R EE AMH LR EBEE
B4: Labour Standards B4: Policies and compliance - Employment Policy
B4 T%A B4 RESHR EREHR

- Labour Practices and Compliance
HIEGIEAR
Operating Practices

EeEhl
B5: Supply Chain B5: Policies on managing environmental and - Supply Chain Management and Supplier
Management social risks of the supply chain Engagement
B5:ftIEEER B : BREMHERRE kit @ EREANEER HERERRMAETLE
B6: Product Responsibility  B6: Percentage of total products sold subject - Product Responsibility and Quality Assurance
B6:EmEE to recalls Process
B6 : BAEMEEEMBREREXR EmBEERERRE
- Consumer Data Protection and Privacy Policy
ZEFENRERBLIE
- Protecting Intellectual Property Rights
RAERBERE
B7: Anti-corruption B7: Legal cases regarding corrupt practices - Anti-corruption Policy and Conflict of Interest
B7 : REH B7 : BT AEBERRN Policy

RBHHE RN ST REE

- Preventive Measures and Whistle-blowing
Procedures
EfEmREREF
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Reference KPIs of the ESG Reporting Guide
ESGREESIZETERRER

RIR - HERERRE

Corresponding KPls
in the sections of the Report

RESHNRRIERRER

Community Investment
HERE
B8: Community Investment

B8 :#HERE

B8: Policies on community engagement
B8 : it ER2EMABHR

- Community Engagement
HRSE

- Environmental Sustainability
RE ARSI

- Employee Well-being
EERL

- Community Support and Charitable
Contributions
HEIFREERE
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND KEY MANAGEMENT

EERTEEEEBEER

DIRECTORS
Executive Directors

Mr. Wang Zhong Sheng, aged 60, has been appointed as chairman
of the Board, an executive Director and the compliance officer of the
Company since May 2006. From 9 January 2004 to 26 May 2006,
Mr. Wang was an executive director of Tianjin Jinran Public Utilities
Company Limited (“Tianjin Jinran”) (formerly known as Tianjin Tianlian
Public Utilities Company Limited), a company listed on the Main
Board of the Stock Exchange (Stock Code: 01265, former stock
code: 08290), and was responsible for its business strategies. He
graduated from the University of Tianjin with a bachelor degree in
engineering in 1984. Mr. Wang is also a director of Tianjin Leason
Investment Group Company Limited (K2 m B RIEEEF A
FR/AF]). Mr. Wang is a substantial shareholder of the company
which holds 264,835,613 Shares in person or through controlled
corporation, representing approximately 75% of the issued share
capital of the Company as at the date of this report.

Mr. Chang Jian, aged 58, was appointed as an executive director on
June 2019. Mr. Chang has previously studied in the Safe Engineering
department of Beijing Technical College of Economics (3t R 48 %
7). Mr. Chang has over 30 years of experience in industrial
production and safety management. Mr. Chang is interested as
a grantee of options to subscribe for 20,000,000 shares (which
were subsequently adjusted to 2,500,000 as a result of the share
consolidation effective on 5 January 2023) under the share options
scheme adopted by the Company on 28 March 2022.
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Non-Executive Directors

Mr. Duan Shi Chuan, aged 41, was appointed as an non-executive
director on July 2020, Mr. Duan obtained a master degree in
environmental sciences from the China University of Petroleum
(Beijing) (A BIAAAE (465 ) ) in 2009. He joined the Group since
2011 and currently serves as the general manager and chief engineer
of the Yangcheng Huiyang New Energy Development Company
Limited* (FZ 9 8 B[5#ee RERBMR A F]), a subsidiary of the
Company. Mr. Duan has extensive experience in production and
liquefaction of coalbed gas. Mr. Duan is interested as a grantee of
options to subscribe for 1,000,000 shares (which were subsequently
adjusted to 125,000 as a result of the share consolidation effective
on 5 January 2023) under the share options scheme adopted by the
Company on 28 March 2022.

Mr. Liang Feng, aged 45, was appointed as an non-executive
director on June 2019. Mr. Liang has previously studied in the
Economic Development course offered by the School of Economics
and Management of Tsinghua University. He has over 15 years of
experience in corporate management.

Mr. Wang Chen, aged 37, was appointed as an non-executive
director on June 2019. Mr. Wang has previously studied in Tianjin
Bohai Vocational Technical College (%32 %) /&1t T B 2 £ fil 22
Bt ) . He has over 10 years of experience in corporate management.
Mr. Wang is the son of the Chairman of the Company. Mr. Wang is
interested as a grantee of options to subscribe for 2,000,000 shares
(which were subsequently adjusted to 250,000 as a result of the
share consolidation effective on 5 January 2023) under the share
options scheme adopted by the Company on 28 March 2022.
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EERTEEEEBEER

Independent Non-Executive Directors

Mr. Lau Chun Pong, aged 50, was appointed as an independent non-
executive director on November 2017. Mr. Lau graduated from the
University of California, Los Angeles with a Bachelor of Arts degree
in Business Economics in 1997. Mr. Lau is an associate member
of the Hong Kong Institute of Certified Public Accountants and a
member of the American Institute of Certified Public Accountants.
Mr. Lau has extensive experience in accounting, auditing and
corporate finance. He was () the qualified accountant and company
secretary of Shenzhen Mingwah Aohan High Technology Corporation
Limited ORI TR EEBIZRI R BBR A Al) (isted on the GEM
of the Stock Exchange with stock code: 8301) from April 2005 to
May 2006; (i) the financial controller and company secretary of We
Solutions Limited (former names: Ming Fung Jewellery Group Limited
and O Luxe Holdings Limited) (listed on the Main Board of the Stock
Exchange with stock code: 860) from June 2008 and November
2008 respectively to November 2017; (iii) the group financial controller
and company secretary of AV Promotions Holdings Limited (listed on
the GEM of the Stock Exchange with stock code: 8419) from June
2018 to June 2019; and (iv) the company secretary of Grand T G
Gold Holdings Ltd (KEZESIERBR A A]) (isted on the GEM of
the Stock Exchange with stock code: 8299) from January 2019 to
February 2020. Mr. Lau is currently the Company Secretary and Chief
Financial Officer of Clifford Modern Living Holdings Limited (listed on
the Main Board of the Stock Exchange with stock code: 3686), and
the independent non-executive director of China Longevity Group
Company Limited (R EI#E X & E B R A 7)) (listed on the Main
Board of the Stock Exchange with stock code: 1863).
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Mr. Wang Zhi He, aged 76, has been an independent non-executive
director of the Company since August 2006. Mr. Wang is a senior
accountant. Mr. Wang graduated from Anhui University of Finance
and Economics in February 1972, and was assigned to finance
department of Anhui Huaibei Mining Bureau and worked as a
commissioner, deputy section chief, section chief, deputy director
and director. Mr. Wang was transferred to the Ministry of Coal
Industry in May 1995, and worked as a director of Asset Capital
Management Division and State-owned Assets Management
department. In October 1997, Mr. Wang was re-designated as a
chief accountant of China Coal Construction Group Corporation, and
worked as a deputy general manager and chief accountant in May
1999. Mr. Wang was transferred to Zhonglian Gas Company Limited
and worked as a chief accountant in March 2004. Mr. Wang has
years of relevant experience.

Mr. Xu Yuan Jian, aged 50, was appointed as an independent non-
executive director on August 2019. Mr. Xu graduated from Beijing
Normal University with a bachelor’s degree in Chemistry in 1994. He
pursued the doctorate in the National University of Singapore from
1997 to 2000. Mr. Xu has years of working experience in research
areas of organic chemical technology as well as in physiochemical
treatment for organic pollutants.

Senior Management

Mr. Tse Chun Lai, aged 39, was appointed as the company secretary
and authorised representative of the Company on January 2020. Mr.
Tse obtained a degree of bachelor of arts in Accounting and Finance
from Leeds Beckett University (formerly known as Leeds Metropolitan
University). He is a certified public accountant of Hong Kong Institute
of Certified Public Accountants. Mr. Tse has over 15 years of
experience in business and taxation advisory.
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DIRECTORS’ REPORT
EEEHE

The Directors present their annual report and the audited
consolidated financial statements of the Group for the year ended 31
December 2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 40 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2022
are set out in the consolidated statement of profit or loss and
consolidated statement of profit or loss and other comprehensive
income on pages 96 to 97.

The state of affairs of the Group and the Company as at 31
December 2022 are set out in the consolidated and company
statements of financial position on pages 98 to 99 and note
31 respectively. The cash flows of the Group are set out in the
consolidated statement of cash flows on pages 101 to 102.

The Directors of the Company do not recommend the payment of a
dividend for the year ended 31 December 2022.

SHARE CAPITAL AND RESERVES

Details of the movements in share capital of the Company during the
year are set out in note 30(a) to the consolidated financial statements.

Movements in the reserves of the Group during the year is set out in
page 100 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

A report on the principal corporate governance practices adopted by
the Company is set out on pages 19 to 35 of this annual report.

DONATIONS

Donations by the Group for charitable and other purposes amounted
to approximately RMB nil (2021: approximately RMB nil).

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group for
the last five financial years is set out on page 240.

DISTRIBUTABLE RESERVES

In accordance with the Companies Act 1981 of Bermuda and
the Company’s articles of association, the Company’s reserves
available for distribution to its shareholders comprise share premium,
contributed surplus and accumulated losses which in aggregate
amounted to approximately RMB170,401,000 as at 31 December
2022 (2021: RMB126,359,000). The distributable reserves are
available for distribution provided that immediately following the date
on which the dividend is proposed, the Company will be able to pay
off its debt as they fall due in the ordinary course of business.
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DIRECTORS

The Directors who held office during the year ended 31 December
2022 were:

Executive Directors

Mr. Wang Zhong Sheng (Chairrman)
Mr. Chang Jian

Non-Executive Directors

Mr. Duan Shi Chuan
Mr. Liang Feng
Mr. Wang Chen

Independent Non-Executive Directors

Mr. Lau Chun Pong
Mr. Wang Zhi He
Mr. Xu Yuan Jian

In accordance with article 87 of the Company’s articles of
association, Mr. Chang Jian, Mr. Wang Chen and Mr. Wang Zhi He
retire at the forthcoming annual general meeting and, being eligible,
offer themselves for re-election.

The term of office for each of independent non-executive Directors is
the period up to his retirement by rotation and re-election at annual
general meeting of the Company in accordance with the provisions
of the articles of association of the Company.

Biographical information of the Directors is set out on page 66 to
page 69 of this report.

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

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

DIRECTORS’ AND KEY MANAGEMENT’S
REMUNERATION

Details of Directors’ and key management’s remuneration for the
year are set out in notes 13 and 14 to the consolidated financial
statements.

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

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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

COMPETING INTERESTS

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

SUFFICIENCY OF PUBLIC FLOAT

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

INTERESTS OR SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 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 (“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

EERESITRAERKRAG 186
ROKREZ2EREIKXR

RZZE-_=—F+=-_A=Z+—8 &ARQA
BIEFESH REBAEED ([FHREBEGG])
FI2EMMEMFE 2 B MATELEE - SR
HBGEM 3R B 5. 4606 Fr att 21T A
EFETXINATRECANSARA R
B EERNARASZETRABER
AREREEMEREZE (EXREHFLE
BIEBIEXVER) B H - HEERGHD REFH T
R RORBWT

RADBRG HERGREZ 25
B

Number

of shares/ Approximate

underlying % of

Name Capacity Nature of interest shares shareholdings

w13,/ FRELH

®E =20 EamiME HERGE A BOk

Mr. Wang Zhong Sheng Interest of controlled Corporate interest 18,118,500 0.87%
TRBLEE corporation NGIE (Note 1)
XErERR (HzE1)

Beneficial owner Personal 1,353,566,412 65.14%
EnlEBA (EPN (Note 2)
(KisE2)

Mr. Chang Jian Beneficial owner Personal 20,000,000 0.96%
BiErLE EnEA A A (Note 3)
(M 5E3)

Mr. Wang Chen Beneficial owner Personal 2,000,000 0.096%
EREE ExnlEBA A (Note 4)
(Hi5E4)

Mr. Duan Shi Chuan Beneficial owner Personal 1,000,000 0.05%
BL)ll%kE EnfEAA fEA (Note 5)
(M 5E5)
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Notes:

As at 31 December 2022, Jumbo Lane Investments Limited was interested in
18,118,500 shares (which were subsequently adjusted to 2,264,812 as a result of the
share consolidation effective on 5 January 2023).

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 31 December 2022, Mr. Wang Zhong Sheng is interested as a beneficial owner
of 1,358,566,412 shares (which were subsequently adjusted to 169,195,801 shares
as a result of the share consolidation effective on 5 January 2023). As at the date
of this report, Mr. Wang Zhong Sheng held 295,153,739 long positions in shares
and underlying shares, which are (i) a beneficial owner of 262,570,801 shares of the
Company and (i) a holder of convertible bonds convertible to 32,582,938 conversion
shares.

Mr. Chang Jian is interested as a grantee of options to subscribe for 20,000,000 shares
(which were subsequently adjusted to 2,500,000 as a result of the share consolidation
effective on 5 January 2023) under the new share option scheme adopted by the
Company on 28 March 2022.

Mr. Wang Chen is interested as a grantee of options to subscribe for 2,000,000 shares
(which were subsequently adjusted to 250,000 as a result of the share consolidation
effective on 5 January 2023) under the new share option scheme adopted by the
Company on 28 March 2022.

Mr. Duan Shi Chuan is interested as a grantee of options to subscribe for 1,000,000
shares (which were subsequently adjusted to 125,000 as a result of the share
consolidation effective on 5 January 2023) under the new share option scheme
adopted by the Company on 28 March 2022.

Save as disclosed above, as at 31 December 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 Year.

DIRECTORS’ REPORT
EEEHE

1. BHE-_Z-_—F+-_A=+—B BEREEARA
R H 18,118,500/ ik {7 2 ##x (KB ERG & R
R =F— AR BARMAEH2,264,8120%) ©

ITOBELBEAREREARABCETERAZ
100% 4 & IRIEE B EPIBET1EE 5 LB E GG
EXVED EEBEERN AR BEEREFR AR
BB EaER-

2. RIZZEZZF+ZA=+—H TABEEEARE
=B A 781,353,566,4128 e (0 (K& ER D&
HR-ZZE-_=F— AR B4 AMFAE A169,195,801
G ) PHEAES RAREEH TEBLER
295,153,739 I 15 R AR AR 19 2 47 &+ B A ()&
A A)262,570,801 i ik 19 09 B ¥ A A K (i) AT 8542
32,582,938/ & e fn MO AT AR EH 5B A

3. HERALFEREBREZARA BEAREARR
RIE-—F=ZA -+ N\BRMOTERETER
f%20,000,0000 i 10 (R ERNDEHR T =_=F
— AT B AR FA%E £2,500,0008% ) HE AL 4E ) ©

4, THAEEREBREZARA BEAUREARA
RITFZZF=ZA=-FT N\BRMOFERETER
f%2,000,00002 & 0 (KRB ARMEHA T =4
— AT B AR % 5250,0000% 7 88 A ) o

5 BIINEEERBEREZARAN BAUTREAR
AR T —F= A=+ \BEMAOFTERESE
R [E1,000,00008 &0 (K ERMHEHNR T ==
F— A F A4 A% A125,0000% 7 B AL #E)

BREXFIBEZEEN RZTE__F+=H
=t+—H BFEHARBEETHRAER
BEARASHEEMEBREIE(ERXRE
FREAEIEBIEXVED) < ER I - AR
MAEHFPEBRBEESRHE KD F352
16 3R 7E T 78 # A 5% 16 B B 3t & 52 it A - 3
B R GEM_E T 18 Bl 555,461 AT it _E T 277
ANEBHETRHGNREFTEMBAGAR
ARz AMAEMERIAR ALK
ERAFEANNEEITEMRES -

TEREEREEBRAR
—BRCCFER

75



76 |

DIRECTORS’ REPORT
EEEHE

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

As at 31 December 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 of the Company

i%ﬁi&m&ﬁ&ﬁ@&ﬁ%
AREES RASROATHE
Z R R% =2Ai

RZEZZF+ZA=1T—H ZRER
H LB GROIEIBOEREARNGATFE
ZERMARES THAT (EREXER
LEEIARNAERSITBRAEBRINRAEAR
ARG RAABE RGO R B R TOAE

RERXTRDZHR

Percentage of

Name Number of shares Nature of Interest shareholding
HE ROBE HHEMHE BERESHL
Ms. Zhao Xin (Note) 1,371,684,912 Interest of spouse 66.01%
M+ () Bz R

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 31 December 2021, 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.

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 Year were rights to acquire benefits by
means of the acquisition of shares in or debentures of the Company
granted to any Director or their respective spouse or minor children
or chief executive or were any such rights exercised by them; or was
the Company or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.
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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.

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 31 December
2022 is approximately 9.5 years. The number of options available for
grant under the scheme mandate of the New Share Option Scheme
as at 31 December 2022 was zero shares (31 December 2021: Nil).
The number of shares that may be issued in respect of options and
awards granted under the New Share Option Scheme during the
financial year divided by the weighted average number of shares of
the relevant class in issue for the year was approximately 10%.

Apart from the New Share Option Scheme, the Group have no other
share schemes under Chapter 23 of the GEM Listing Rules during
the financial year ended 31 December 2022 and as at the date of
this Annual Report.
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RIFEGEMEM AR R BEEERERENE
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Information in relation to share options disclosed in accordance with

the GEM Listing Rules was as follows: BT
Exercise price
Cancelled/ of per share
Name and As at Granted Exercised lapsed As at Date of Exercise as at the date
category of 1 January during the during the during the 31 December grant of period of of grant of
participants 2022 year year year 2022 share options share options share options
RERE
RZZBZZf Frn R-E-ZE BRE BRE REAHZ
SEERERER -B-H ERERE EREME  BHE/AM T=A=t-B REAH (iid ] BRTEE
Executive Director
HiTEE
Mr. Chang Jian - 20,000,000 - - 20,000,000 18/10/2022 13/10/2022-12/10/2032 0.057
BREE S =
TA+=H s =
Non-executive Directors
FHTEE
Mr. Wang Chen - 2,000,000 - - 2,000,000 13/10/2022 13/10/2022-12/10/2032 0.057
THREE “Z-ZF ZZCZCETATZHE
TA+=H s =
Mr. Duan Shi Chuan - 1,000,000 - - 1,000,000 18/10/2022 13/10/2022-12/10/2032 0.057
BL%E —T--% CZZZ-ETRf=HE
TA+=H ZZ=-Ff+R+CA
- 23,000,000 - - 23,000000
Employees - 169,800,024 - - 169,800,024 13/10/2022 13/10/2022-12/10/2032 0.057
& “$--f CZZ--F+At=AHZE
TA+=H T=_F+A+ZH
Corporate financial advise - 15,000,000 - - 15,000,000 7/4/2022 7/4/2022-6/4/2032 0.056
PERERER i St 2 ZE--_5MAtRZE
MA+H ZE=ZFMARA
- 207,800,024 - - 207,800,024
Notes: Bt & -

i) The terms and conditions of the grants that existed during the year are as follows: (i)

RARFEFE 2 BRBGERREHMT

Contractual
Number of options Vesting conditions life of options
BREHE BEEM BRESHED

Options granted:

R HERE:

7 April 2022 15,000,000 Vest immediately 10years
—T-__FWA+LH BORs 57 B 104
13 October 2022 192,800,024  Vest immediately 10years
—T-=F+A+=8 BIVE 7 106F
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(ii) The number and weighted average exercise prices of options are as follows:

DIRECTORS’ REPORT
EEEHE

(i) EBREZ B REFHITEENT

Weighted average Number of
exercise price options
InEF T EE BREHE

HK$

BIT
Outstanding as at 1 January 2022 RZZEZZF—A—BKRTE - -
Granted during the year (7 April 2022) FREEL (ZZE=Z=FWMALH) 0.056 15,000,000
Granted during the year (13 October 2022) FREFRH (ZT=-—F+A+=A) 0.057 192,800,024
Lapsed during the year FRE R - -
Outstanding as at 31 December 2022 RZF-_—_F+ZA=+—HBKRTE - -
Exercisable as at 31 December 2022 RZE-_—_F+-A=+—HBAa{11fE 0.057 207,800,024

The closing prices of the shares immediately before the respective
dates on which the options were granted and the vesting (i.e. 7 April
2022 and 13 October 2022) was HK$0.056 and HK$0.057 per share
respectively. The fair value of options at the respective dates of grant
and the accounting standard and policy adopted for the fair value
of the options is disclosed in note 32 of the consolidated financial
statements.

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; (i) 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 (jiii) 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.

EEREERLEREOAEEBRH (A=
T FNAEREERZEZF+A+=
H) A& A& () W (B 9 Bl £0.056/% 7T K&
0.057 BT REXRTHHBERENR TE
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RE P HMER LT 2WHE : i)k
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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. The registration of the transfer of Sale Capital with the
relevant PRC authority has been completed and Completion took
place in accordance with the terms of the Sale and Purchase
Agreement on 28 September 2022. Accordingly, the Company
ceased to hold any interest in the PRC subsidiary.

For details, please refer to the announcement of the Company
dated 2 December 2021, 19 January 2022, 10 February 2022 and
3 October 2022 and the circular of the Company dated 19 January
2022.
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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.

Proposed share consolidation and proposed change in
board lot size

On 29 September 2022, the Board proposed to implement the Share
Consolidation pursuant to which every eight (8) Existing Shares of
par value of HK$0.01 each in the share capital of the Company
would be consolidated into one (1) Consolidated Share of par value
of HK$0.08 each in the share capital of the Company. The Share
Consolidation is conditional upon, among other things, the approval
by the Shareholders by way of poll at the SGM. As none of the
Shareholders or their associates would have a material interest
in the Share Consolidation, no Shareholder would be required to
abstain from voting in favour of the resolution(s) relating to the Share
Consolidation at the SGM.

On 29 September 2022, the Shares were traded on the Stock
Exchange in board lot size of 40,000 Shares. The Board also
proposed to change the board lot size for trading on the Stock
Exchange from 40,000 Shares to 10,000 Consolidated Shares
conditional upon the Share Consolidation becoming effective.
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A special general meeting of the Company in relation to proposed
share consolidation and proposed change in board lot size has
been convened on 3 January 2023, and were passed by ordinary
resolution.

For details, please refer to the announcements of the Company
dated 29 September 2022, 14 October 2022, 4 November 2022,
10 November 2022, 9 December 2022 and 3 January 2023 and the
circular of the Company dated 12 December 2022.

Major and connected transaction: Propose acquisition
involving issue of consideration shares and convertible
bonds under specific mandate

On 30 September 2022 (after trading hours), the Company as
purchaser and Mr. Wang Zhong Sheng as vendor entered into the
Sale and Purchase Agreement, pursuant to which the Company has
conditionally agreed to purchase, and Mr. Wang Zhong Sheng has
conditionally agreed to sell, the Sale Shares, representing the entire
issued share capital of the Global Bilion Holdings Limited (“Global
Billion”) at a total consideration of HK$42,523,400 (equivalent to
approximately RMB38,500,000), which shall be satisfied by way of
(i) allotment and issue of the Consideration Shares and (i) issue of
the Convertible Bonds to Mr. Wang Zhong Sheng under the Specific
Mandate.

Upon Completion, the Group will be interested in the entire issued
share capital of the Global Billion and Global Bilion will become a
direct wholly-owned subsidiary of the Company. As at the date of
this report, Yangcheng Huiyang New Energy Development Company
Limited (“Huiyang New Energy”) is held as to 60%, 20% and 20%
by Shanxi Yangcheng Shuntai Energy Development Company
Limited (a wholly-owned subsidiary of the Company), Qinshui County
Lvgiao CBM Technology Services Co., Ltd. and Yangcheng County
Yangtai Group Industrial Company Limited respectively. Accordingly,
the Group will be in aggregate interested in 80% equity interest
of Huiyang New Energy and Huiyang New Energy will continue to
remain as a subsidiary of the Company. The financial information
of Huiyang New Energy will continue to be consolidated into the
financial statements of the Group, and the financial information of
the rest of the Target Group will be consolidated into the financial
statements of the Group.
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As the highest applicable percentage ratio in respect of the Proposed
Acquisition exceeds 25% but is less than 100%, the Proposed
Acquisition constitutes a major transaction and is subject to the
reporting, announcement and shareholders’ approval requirements
under Chapter 19 of the GEM Listing Rules.

Also, as at the date of this major and connected transaction
announcement, Mr. Wang Zhong Sheng (the executive Director
and chairman of the Board), through Jumbo Lane Investments
Limited and in his own capacity, is beneficially interested in
1,371,684,912 Existing Shares, representing approximately 66.01%
of the existing issued share capital of the Company. He is therefore
a connected person of the Company. Accordingly, the Proposed
Acquisition constitutes a connected transaction of the Company
under Chapter 20 of the GEM Listing Rules and will be subject to
the announcement, reporting and the Independent Shareholders’
approval requirements. A special general meeting of the Company
has been convened on 3 January 2023, and was passed by ordinary
resolution. All the conditions precedent under the Sale and Purchase
Agreement have been fulfilled and the Completion took place on 16
January 2023 in accordance with the terms of the Sale and Purchase
Agreement.

For details, please refer to the announcements of the Company dated
30 September 2022, 14 October 2022, and 4 November 2022, 10
November 2022, 9 December 2022, 3 January 2023 and 16 January
2023 and the circular of the Company dated 12 December 2022.

MAJOR CUSTOMERS AND SUPPLIERS

For the year under review, the top five customers of the Group
together accounted for approximately 47.0% of the Group’s total
sales for the year while the single largest customers accounted for
approximately 15.2% of the Group’s total sales during the year.

The top five suppliers of the Group for the year under review
together accounted for approximately 63.7% of the Group’s total
purchases for the year and the single largest supplier accounted for
approximately 22.2% of the Group’s total purchases.
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None of the Directors, their respective associates or any shareholders
of the Company who owns more than 5% of the issued share
capital of the Company has any interests in the Group’s five largest
customers and suppliers above mentioned.

AMOUNT OF CAPITALISED INTEREST

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

RETIREMENT BENEFITS SCHEMES

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

CONVERTIBLE SECURITIES, WARRANTS OR
SIMILAR RIGHTS

As at the date of this report, the Company had outstanding options
to subscribe for 25,975,003 shares (as a result of the share
consolidation effective on 5 January 2023) under the share option
scheme adopted on 28 March 2022 and outstanding convertible
bonds convertible to 32,582,938 conversion shares.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the bye-laws of the
Company or the laws of Bermuda, which would oblige the Company
to offer new shares on a pro rata basis to existing Shareholders.

PURCHASE, SALE ORREDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 December 2022, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any of the listed
securities of the Company nor any of its subsidiaries.
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MATERIAL RELATED PARTY TRANSACTIONS
AND CONTINUING CONNECTED
TRANSACTIONS

Details of the related party transactions of the Company are set out
in note 39 to the consolidated financial statements.

During the year ended 31 December 2022, Shanxi Qinshui Prefecture
Chengrong Investment Limited (“Chengrong Investment”) has
provided financing to the Group in the sum of RMB19,500,000. As
Chengrong Investment owns 17% equity interest in Shanxi Wanzhi
Logistics Limited (a non-wholly owned subsidiary of the Company),
Chengrong Investment is a connected person of the Company
under the GEM Listing Rules. As the financing is financial assistance
provided by a connected person for the benefit of the Group on
normal commercial terms (or better to the Company) where no
security over the assets of the Group is granted in respect of the
financial assistance, the transaction are exempt from the reporting,
announcement and independent shareholders’ approval under Rule
20.65 of the GEM Listing Rules.

The Company has complied with the disclosure requirements
in accordance with Chapter 20 of the GEM Listing Rules. Save
as disclosed above, The Directors consider that those material
related party transactions disclosed in note 39 to the consolidated
financial statements did not fall under the definition of “connected
transactions” or “continuing connected transactions” in accordance
with the GEM Listing Rules during the year under review.

COMPETING INTERESTS

None of the Directors or the management shareholders of the
Company or any of their respective associates (as defined in the
GEM Listing Rules) had an interest in a business which causes or
may cause any significant competition with the business as of the
Group.
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POST BALANCE SHEET EVENT
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 (F A %) organised by the Shanxi Property Trading
Market* (LLFAEEEER H M) . 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.

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.

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022

HEBREER
ZZER R0 = E

EESRNERFNAREG LIEE —HEZ
SR U ERRIESERE £ A RGN
HERNEHERSHRERET AILE
EZERSBESBAERAENRER L2
E=ReRARERERARARAERFH
FTRAERZRBE-ARRER T _=F
= AXNBARAKRRER ARSI BB RIR

23 2o
EEE S

EAFBHEL2HEARABHA-ST-_=F
—A+ARB - —E-=F#-"ANBR_-F
Z=F=ZRARNBZAGRAATBSR A
T =—F-ANBZBEK-e

B 1A ] BE W s RS HT RE IR B ONIRFE 2
ATHERBERS

RZE-=ZF=ZA -+ N\ B uAaEH (K
RAIZZEMBRAR) BBLELFESL
EERZMGHEBNBABED UAR
#6,723,800TT M ER IR B EIGFT L IRER T
20%HI IR EF T - R A BE N B F TR ST AN 7%
REEEE KB EEGHERN 2 IDME
RGN EEREKABRNRARNMEEZEEZER
B AR

BN RIBEGEM E TR R F190FH —HK S
THIER B D R ES%E R 25% * 7l 68
WHEEEBRCGEMEMRAIETARE Z
ATRERS WEHAETCGEMLET R A
BN BRRE DMHRE



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.

Since (i) Yangcheng Yangtai is a connected person of the Company
at the subsidiary level; (i) 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.

DIVIDEND POLICY

Declaration of dividends by the Company is subject to compliance
with applicable laws of Bermuda and the Bye-laws. In determining
whether to propose a dividend and the dividend amount, the Board
will take into account a number of factors, including but not limited
to the Group’s financial performance and cashflow, distributable
reserves, operation and liquidity requirements, current and future
development plans and funding needs, restrictions under any loan
covenants as well as prevailing economic and market conditions.
The distribution of dividends to Shareholders can be by way of
cash or scrip or partly by cash or scrip or in such other manner as
determined by the Board from time to time.

Subject to the factors described above, there is no assurance that
dividends will be paid in any particular amount or manner for any
period and the dividend pay-out ratio may vary from year to year. The
Board will continually review the Dividend Policy and, if considered
appropriate, may modify, amend and change the Dividend Policy at
any time.
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AUDITORS

The accounts for the year ended 31 December 2022 were audited
by KTC Partners CPA Limited whose term of office will expire upon
the annual general meeting. A resolution for the reappointment of
KTC Partners CPA Limited as the auditors of the Company for the
subsequent year is to be proposed at the forthcoming annual general
meeting.

By order of the Board

Wang Zhong Sheng
Chairrman

31 March 2023
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KTC Partners CPA Limited

Certified Public Accountants (Practising)

MESHMEZMAERLE

TO THE SHAREHOLDERS OF CHINA CBM GROUP COMPANY
LIMITED

(Incorporated in the Cayman Islands and continued in Bermuda with
limited liability)

OPINION

We have audited the consolidated financial statements of China
CBM Group Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 96 to 239,
which comprise the consolidated statement of financial position as at
31 December 2022, and the consolidated statement of profit or loss,
consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2022, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (‘HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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INDEPENDENT AUDITORS’ REPORT
38 M A% B R

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (‘HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2 to the consolidated financial statements,
which indicates that as at 31 December 2022, the Group’s
current liabilities exceeded its current assets by approximately
RMB23,278,000. This condition, along with other matters as set
forth in note 2, indicate that a material uncertainty exists which may
cast significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

In addition to the matters described in the Material Uncertainty
Related to Going Concern section, we have determined the matters
described below to be the key audit matters to be communicated in
our report.
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INDEPENDENT AUDITORS’ REPORT

B ZBERE

Key audit matters identified in our audit are summarised as follows: RERMI A A% 55 5l A B SR 25 A% = TR LA

mF :

Valuation of property, plant and equipment and right-of- ME- -HERREURFERAEREET

use assets

1l

Refer to note 17 and 18 to the consolidated financial statements. LGP EFRRMFE17R18 -

Key Audit Matter
BREXRSE

How our audit addressed the key audit matter

BEMWFZNABERZEAREZSR

As at 31 December 2022, the carrying amount of property,
plant and equipment and right-of-use assets before current
year’s impairment were approximately RMB202,814,000
and RMB19,975,000 respectively. These assets mainly
belonged to two cash generating units (‘CGUs”) — Shanxi
Qinshui and Yangcheng Huiyang. In view of the resumption
of full operations and increases in the unit selling prices
of the products produced by these CGUs during the year
ended 31 December 2022, the 2 CGUs become profitable
in the year. These situations indicate that the impairment
loss of property, plant and equipment and right-of-use
assets recognised in prior years for these assets may no
longer exist or may have decreased.
RZBZ_F+_RA="1—"8 Y% #ERKZEARE
AEEENREE(NMRAFEERER) DNOEARE
202,814,0007t X AR #19,975,000t - ZEEE X EHB
RREReESSEM ([BeEEEL]) —WWFEOKKEE
WEG ENREERBE_T__F+-_A=1THILF
ExamERge BEREReEFBUEENE mERHE
EEREMEM MEARSELECLRFRNE /BT -
ZENABTRNBEFERZSTEERANYE KRk
REAREREEEMEREEETNETFEXAIERD -

Impairment tests require the estimation of recoverable
amounts of the relevant cash generating units using a
discounted cash flow approach, as detailed in note 17 to the
consolidated financial statements. Management concluded
its impairment assessments and determined that reversal
of impairment losses of property, plant and equipment of
approximately RMB22,129,000 were recognised in profit or
loss for the year ended 31 Deoember 2022.
BENRECRAMRRERAEETHEBRSELEEN
mﬂW@ﬁﬁ'ﬁFﬁ\ﬁéW%ﬁ§WEW°%ﬁE
MERETGEFLEAEREEBRE_TS__F+_H
ST —HIEFERERERNYE  #BERRERERE
B AR 22,129,000 T B [ o

Our procedures in relation to the impairment of
property, plant and equipment and right-of-use assets
included:
BPr R HERRBEARGEAEEERBERE
FrE 45

e \We have reviewed the management’s assessment
of the recoverability of these assets and the
reasonableness of the judgements and estimates
used by the management in the value-in-use
calculations made by the independent valuer.
BHPEEEEEEBUZSTEERN AT A KL
EREEB L AEMETNEREEAESHR
FA #I R AT & B MV B0 RT A o

e We have discussed the reversal of impairment
loss indicators with the management and,
assessed the impairment testing performed by the
management.
ﬁﬁEﬁAﬁ%J GNEREY SRk SR
EIEEETRRERR -

e We have tested the cash flows projections
on whether they were agreed to the budgets
approved by the directors of the Company and
compared with actual results available up to the
report date.

HPAZAARERERAIES S HE %AT§$
BENEE B THEBEZREANERE
fTEEER

FEREREERRAA
—E__FFH
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Key Audit Matter
BREXRSEE

How our audit addressed the key audit matter

BN FZNABRZEARERSR

We have identified the impairment assessment of property,
plant and equipment and right-of-use assets as a key audit
matter because of the significance to the consolidated
financial statements and the involvement of a significant
degree of judgements made by the management and the
estimation uncertainty involved in the cash flows projections
and other key inputs for the value-in-use calculations for
determining the recoverable amounts of the CGUs as at 31
December 2022.

B 5E  H2s MR B IA R AR & ERUERT (H 3R 5
AREZEFE RESEUGEMBEHRENEEZL 1
REREHRERERARCEAEEFENHtEREE
ABBEHEXRHAE WBER_T__F+_A=+—
BREeELBEUNAINESE S RNBITHERE-
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We have challenged the appropriateness of the
management judgements and estimates used
in the cash flows projections, including the sales
growth rates and gross profit margins.

BB HRESRETRRFTE R E IR E H 6 &
et (BREEHEEREREMNX)NES ERL
Bio

We have engaged an independent expert to assist
us in challenging the discount rates adopted
in the value-in-use calculations by reviewing its
basis of calculations and comparing the input
data to market sources. Our independent expert
also assisted us in assessing the valuation
methodology used and the appropriateness of
the key assumptions and checked on sample
basis, the accuracy and the relevance of the
input data adopted in management'’s value-in-use
calculations.
BMEZREEYTERGHBEMEEEREE
HEVEt BB i A BUR BT 5 R E T
B AEREKANRREE - RMNBELZERIT
BB MFHEEEECREEAENMAMLE
TERBARBREREEEE  WAMETXNERMR
FA 3 A\ BUR 2 A AE7E N AR R
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all the information in
the annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.

INDEPENDENT AUDITORS’ REPORT
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion solely to you, as a body, in
accordance with section 90 of the Bermuda Companies Act 1981
and our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA’s
website at: http://www.hkicpa.org.hk/en/standards-and-regulations/
standards/auditing-assurance/auditre/. This description forms part of
our auditor’s report.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards
applied.

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

KTC Partners CPA Limited
Certified Public Accountants (Practising)

Chow Yiu Wah, Joseph
Audit Engagement Director
Practising Certificate Number: PO4686

Hong Kong
31 March 2023
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

— = > 2
mEBERRK
( For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE
)/ 2022 2021
=== =B —4F
Notes RMB’000 RMB’000
B 5 ARET T ARETT
Revenue i & 6 326,509 215,125
Cost of sales SHE R A (273,192) (215,616)
Gross profit/(loss) ER,(F#E) 53,317 (491)
Other income and gains or losses HaA Rz sk &8 8 11,232 18,566
Selling and distribution costs THE Ko iHAA (4,536) (7,583)
Administrative and other expenses THEEMRS (47,156) (49,168)
Gain on disposal of a subsidiary HE—FHB AR 2 W 42 100,797 50,785
Reversal of impairment/ Y - HEE RERIERIE
(impairment loss) on property, Bl CREERE)
plant and equipment 22,129 (26,376)
Reversal of impairment under EHEEBEBEX TRE
expected credit loss model, net #0558 9 2,611 2,043
Equity-settled share-based payment  ##5&5 E AN &
BN (6,468) —
Finance costs WBER 10 (2,575) (7,788)
Profit/(loss) before taxation BRELATER (EE) 1 129,351 (20,012)
Income tax (expense)/credit B (Ax) % 12 (7,240) 346
Profit/(loss) for the year REERR (FE) 122,111 (19,666)
Attributable to: T 5 ek :
Equity shareholders of the Company 7N A Al A% B 127,293 (2,236)
Non-controlling interests FEE IR 2 (5,182) (17,430)
122,111 (19,666)
RMB RMB
AR ARKE
(restated)
(#&&E5))
\  Earnings/(loss) per share BREF (FE)
— Basic —HK 16 49.01 cents 7+ (1.01) cents &
— Diluted —#E 16 47.90 cents &  (1.01) cents &

/
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i )
SOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
mEREsRkEMEEKER

For the year ended 31 December 2022 HZ—ZT-_—_F+_A=1+—HILFE

2022 2021
—=E=-= T4
RMB’000 RMB’000
AR¥ T ARETT
Profit/(loss) for the year REERA (FE) 122,111 (19,666)
Other comprehensive income/(loss) AEEHMEE
Wz, (&E)
ltem that may be reclassified subsequently HEiRAgEEEFS EEERN
to profit or loss: BH:
Exchange differences on translation of BMEBINEBT B REK 2
financial statements of foreign operations e X ZRE 598 (1,213)
Total comprehensive income/(loss) AEEZEWE S (BE)
for the year zs 122,709 (20,879)
Total comprehensive income/(loss) TrELEZEKRE ()
attributable to: #EEE
Equity shareholders of the Company RAEERRE 127,891 (3,449)
Non-controlling interests FEVERR R 2 (5,182) (17,430)
122,709 (20,879)
FEEEREERRAA 97
TECFFR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

At 31 December 2022 A=ZE=—F+=-A=+—H

2022 2021
=== =B —4F
Notes RMB’000 RMB’000
M5 ARET T AREFT
Non-current assets kREBEE
Property, plant and equipment Y - B AR 17 224,953 225,216
Right-of-use assets FREEE 18 19,975 20,519
Deposits and prepayments & RIBHKIE 20 26,076 25,617
271,004 271,352
Current assets REBEE
Inventories BE 21 10,832 8,402
Trade and other receivables JE WS BR 3Kk K L A P R IR 22 29,690 50,819
Tax recoverable A Y B F TE 2,209 2,209
Bank balances and cash IRITER EIRE 23 150,434 63,938
193,165 125,368
Assets classified as held for sale DEAFBELHENEE 24 - 71,220
193,165 196,588
Total assets BEE 464,169 467,940
Current liabilities REBEE
Trade and other payables JE AT BR SR % L A JE A< R IE 25 182,406 203,797
Other borrowings H &R 26 19,500 24,000
Lease liabilities HERE 27 - 5,998
Provision B 28 14,537 14,465
216,443 248,260
Liabilities associated with assets HABARFELEN
classified as held for sale EEEBEMNAR 24 - 99,443
216,443 347,703
Net current liabilities REBEEREE (23,278) (151,115)
Total assets less current liabilites #AEER ARG 247,726 120,237

CHINA CBM GROUP COMPANY LIMITED

Annual Report 2022
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i )
N CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A IR R

At 31 December 2022 R=—Z=-—F+—-H=+—H

2022 2021
=== =B —4F
Notes RMB’000 RMB’000
B 5 ARET AREFTT
Non-current liabilities FREBEE
Lease liabilities HEGE 27 - 1,503
Deferred tax liabilities RIEFHIBEE 29 3,715 4,065
3,715 5,568
Net assets EEFE 244,011 114,669
Capital and reserves BEXRE#E
Share capital (&N 30(a) 17,133 17,133
Reserves ] 278,848 144,489
Equity attributable to equity RRrERRREAER
shareholders of the Company 295,981 161,622
Non-controlling interests FEIE IR HE o (51,970) (46,953)
Total equity 48 % 244,011 114,669

The consolidated financial statements on pages 96 to 239 were ZEEFE@R_T_=—F=A=+—HBH# AR
approved and authorised for issue by the board of directors on  HE#E 4R & I 75k F96H £239H °
31 March 2023.

Wang Zhong Sheng Chang Jian
T AR B
Director Director
EFE EFE
?'; +ERREAEERLD | gg

“BCCFER
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEEREBR

For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE

Attributable to equity shareholders of the Company

ARREBRRES
Share Non-
Share Share General Translation Contributed option Accumulated controlling Total
capital  premium reserve reserve surplus reserve losses Total interests equity
BRE
BE  RHEE -REE AERE BEHEH e RiER B FERES aEs
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB’000  RMB’000
ARETR ARBTR ARETR ARBTRT ARETR ARETRT ARTR ARETRT ARETR AR%TR
Balance at 1 January 2021 R=F=-—%—f—H
e 10,910 131,082 8,273 (9,878) 584,838 30,849 (608,335) 147,739 (28,945) 118,794
Loss for the year AEERE - - - - - - (2,236) (2,236) (17,430) (19,666)
Other comprehensive income AEEEMREE
for the year - - = (1213) - = = (1213) - (1219)
Total comprehensive loss AEEREERELEE
for the year = = = (1,213 = = 2,236) (3449 (17430 (20879
Issue of shares (Note 31(a)) Bikin (H5E316) 6,223 11,202 - - - - - 17,425 - 17,425
Deemed acquisition of RIERE R ER
non-controlling interest - - - - - - 93 93 93 =
Disposal of subsidiaries HENBAR - - (6,381) = = = 6,381 = 25 25
Capital reduction of subsidiary ~ MtE 2 &) & A A5 - - - - - - - - (696) (696)
Lapse of share options BREAN - - - - - (30,849) 30,849 = = =
Balance at R-B=-%
31 December 2021 +ZR=t-R&H 17133 142,084 1,892 (11,091 584838 - (73434 161622 (46,953) 114,669
Balance at 1 January 2022 i =
e 17,133 142,284 1,892 (11,091) 584,838 - (573434 161,622 (46,953) 114,669
Profit/{loss) for the year KEEEF/ (BR) - - - - - - 127,203 127,293 (5182 122,111
Other comprehensive income AEEEMEERS
for the year - - - 598 - - - 598 - 598
Total comprehensive income/(loss) A% [ 2 E Uiz /
for the year (B8)eg - - - 598 - - 127293 127,891 (5182 122,709
Deregistration of subsidiaries FHIBAR - - - - - - - - 55 55
Disposal of subsidiaries HERBAR - - - - - - - - 110 110
Equity-settled share BuEENRAA
based payments ERAR - - - - - 6,468 - 6,468 - 6,468
Balance at R-BZZf
31 December 2022 +ZA=t+-R&H 17133 142,284 1,802 (10493) 584,838 6468  (446,141) 295981 (51,970) 244,011

CHINA CBM GROUP COMPANY LIMITED
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For the year ended 31 December 2022 #;

CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éiﬁﬁﬁiﬂ%

===

F———

F+ZA=+—-HLFE

2022 2021
—=E2-= T —F
Notes RMB’000 RMB’000
Bt 5T AR¥T T AR®ET T
Operating activities REXEB
Profit/(loss) before taxation BREADR T (EE) 129,351 (20,012)
Adjustments for: M TS IHAE:
Depreciation of property, plant and M SR REBITE
equipment 41,990 49,623
Amortisation of right-of-use assets i & EE 5N 18 699 881
(Reversal of impairment)/ e &L
impairment loss on property, CRERE),
plant andequipment BB E 1B (22,129) 26,376
Written off of property, plant and ER Y& E €
equipment 815 S5
Interest income B WA (176) (43)
Net (gain)/loss on disposal of property, &Y% - #23 & R &
plant and equipment 2F (M) B (6) 6
Reversal of impairment loss on trade ~ FBHfE EEEENT
receivables and other receivables JFE U5 AR R K LA e
under expected credit loss model, WKIE 2 R E B 18
net e EIpE (2,611) (2,043)
Gain on disposal of subsidiaries HEHB ARz W (100,797) (50,785)
Loss on deregistration of subsidiaries ~ #E$H B A 7 2 E51E 34 =
Reversal of prepayment previously S RIRE 2 BN HKIE
impaired g (3,615) (10,906)
Written-off of other receivables HL & YR IE M 8 3,535 -
Waiver of trade and other payables e EMNERR R EAM
FET5RIR (609) —
Equity-settled share based payments ~ #zm & E LARRD &
BRI 6,468 -
Finance costs MBER 2,575 7,788
Provision for production safety costs EERERAEME 3,030 3,009
Changes in working capital EEESEH 58,554 4,209
Increase in inventories FEHE (2,267) (1,874)
Decrease/(increase) in trade and JFE L R TR % L A
other receivables FIER D (18 0) 6,686 (3,153)
(Decrease)/increase in trade and & AT BR R % L A JE AT
other payables RIE CRA) /8 (27,448) 645
Decrease in contract liabilities aREERD (373) (3,431)
Decrease in provision for production SEEZEBRERD
safety (1,190) (1,403)
Cash generated from (used in) REEREE (FTRA)Z
operations Re 33,962 (5,007)
PRC Enterprise Income Tax paid EHPEREMEH (6,997) (1,593)
Net cash generated from (used in) REEKEL (FTA)Z
operating activities HEFE 26,965 (6,600)

-
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERTRER

(‘ For the year ended 31 December 2022 Z—ZE__F+_A=+—HIEFE
\

/ 2022 2021
—_E__ —E-—F
Notes RMB’000 RMB’000
B 5 ARBT T AREFTT
Cash flows from investing activities RETBELCEERE
Payment for purchase of property, BEYE #MERREZ
plant and equipment (VBN (17,087) (12,253)
Payment for purchase of right-of-use BB EF AEEE 2 3
assets - (504)
Proceeds from disposal of subsidiaries &M E A 7l 2 Fr{S3 18 67,373 59,455
Proceeds from disposal of property, MEWE EREREKHEZ
plant and equipment Fr1S 718 88 86
Decrease in deposits and prepayments 7] & & 78 ﬁ IR 2,741 10,462
Decrease in other receivables E th e W FRIE R > 14,523 =
Interest received 2 U H B 176 43
Net cash generated from BRETHEE 2RSS FEH
investing activities 67,814 57,289
Cash flows from financing activites BEEZBHEECBEESRE
Repayment of bank and other EERITREMBERK
borrowings (5,150) (200)
Interest paid on bank and other MITREMERZEN
borrowings FE (986) (1,638)
Repayment of lease liabilities (= ﬁfﬂ ,,,,,, (7,501) (6,652)
Interest paid on lease liabilities REES f E ﬁ B (470) (1,124)
Net cash used in financing activities B& FE AR S FE (14,107) (9,614)
Net increase in cash and cash RekBESEEYEM
equivalents FE 80,672 41,075
Cash and cash equivalents at R—A—HzZEHER
1 January HEEEY 63,938 25,880
Reclassification to assets of EFSBRABELEZ
a disposal group classified HE4H 5
as held for sale - (681)
Change in cash and cash equivalents EHEK B D FEZ
due to disposal of subsidiaries HERREEEYWEF 681 =
Effect of foreign exchange rate ExEgmsH s L&
\ changes 5,143 (2,336)
Cash and cash equivalents at R+=B=+—8z2
31 December HERBESEEY 22 150,434 63,938
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

eV RRME

For the year ended 31 December 2022 82— __F+_A=+—HIEFE

GENERAL INFORMATION

China CBM Group Company Limited (the “Company”) was
incorporated as an exempted company with limited liability in the
Cayman Islands on 15 July 2002 under the Companies Laws of
the Cayman Islands and continued in Bermuda. The change of
domicile of the Company from Cayman Islands to Bermuda was
effective on 23 April 2014.

The director of the Company, Mr. Wang Zhong Sheng, who is
the Chairman and Executive Director of the Company, is the
ultimate controlling party of the Group.

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

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

The consolidated financial statements are presented in Renminbi
(“RMB”), which is different from the Company's functional
currency of Hong Kong dollars (“HK$”). For the convenience
of the financial statements users, the consolidated financial
statements are presented in RMB, as the Company’s principal
subsidiaries and operations are in the People’s Republic of China
(“PRC”) where the functional currency of these subsidiaries is
RMB.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B IR AR A

g For the year ended 31 December 2022 Z—ZE__F+_A=+—HIEFE
N /)2

BASIS OF PREPARATION

Going concern basis

In preparing the consolidated financial statements, the directors
of the Company have given careful consideration to the future
liquidity of the Group in light of the fact that as at 31 December
2022, the Group’s current liabilities exceeded its current
assets by approximately RMB23,278,000. This condition casts
significant doubt on the Group’s ability to continue as a going
concern.

In order to improve the Group’s liquidity and financial position,
the directors of the Company have been implementing various
measures as follows:

(1)

Mr. Wang Zhong Sheng (“Mr. Wang”), the ultimate
controlling party of the Group and the Chairman and
executive director of the Company, has confirmed that he
will provide continuing financial support to the Group to
enable it to continue as a going concern and to settle its
liabilities as and when they fall due in the foreseeable future;

The directors of the Company anticipate that the Group
will generate positive cash flows from its operations in the
foreseeable future;

Subsequent to 31 December 2022, certain construction
suppliers of the Group whom the Group owed an
aggregate amount of approximately RMB6,712,000 as at
31 December 2022, which were included in payables for
acquisition of property, plant and equipment under trade
and other payables as set out in note 25, have agreed not
to demand for repayment for the amounts due to them
before 31 December 2024; and

Subsequent to 31 December 2022, the lender of an
unsecured loan of approximately RMB19.5 million as at 31
December 2022 which was included in amount due to a
non-controlling shareholder of PRC subsidiary under other
borrowings as at 31 December 2022 as set out in note 26,
has agreed to extend repayment period up to 31 December
2024.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

BASIS OF PREPARATION (Continued)
Going concern basis (Continued)

Provided that these measures can be successfully implemented
by the Group to improve the liquidity of the Group, the directors
of the Company are satisfied that the Group will be able to
meet its financial obligations as and when they fall due for
the foreseeable future. According, the consolidated financial
statements have been prepared on a going concern basis.
Moreover, the eventual outcome of these measures cannot be
estimated with reasonable certainty. Hence there exist a material
uncertainty that may cast significant doubt about the Group’s
ability to continue as a going concern and that the Group may
be unable to realise its assets and discharge its liabilities in the
normal course of business.

Should the Group be unable to operate as a going concern,
adjustments would have to be made to write down the value
of assets to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-current assets
and liabilities as current assets and liabilities respectively. The
effects of these adjustments have not been reflected in the
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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/ For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

.~/ 3. APPLICATION OF AMENDMENTS TO HONG
S KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

Amendments to HKFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) for the first time, which
are mandatorily effective for the Group’s annual period beginning
on 1 January 2022 for the preparation of the consolidated
financial statements:

Amendments to HKFRS 3 Reference to the Conceptual
Framework

Amendment to HKFRS 16 Covid-19-Related Rent
Concessions beyond
30 June 2021

Amendments to HKAS 16 Property, Plant and Equipment —
Proceeds before Intended Use

Amendments to HKAS 37 Onerous Contracts — Cost of
Fulfiling a Contract

Amendments to HKFRSs Annual Improvements to
HKFRSs 2018-2020

Except as described below, the application of the amendments
to HKFRSs in the current year has had no material impact on
the Group’s financial positions and performance for the current
and prior years and/or on the disclosures set out in these
consolidated financial statements.

/
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For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

Impacts on application of Amendments to HKFRS 3 Reference
to the Conceptual Framework

The Group has applied the amendments to business
combinations for which the acquisition date was on or after 1
January 2022. The amendments update a reference in HKFRS
3 Business Combinations so that it refers to the Conceptual
Framework for Financial Reporting 2018 issued in June 2018
(the “Conceptual Framework”) instead of Framework for the
Preparation and Presentation of Financial Statements (replaced
by the Conceptual Framework for Financial Reporting 2010
issued in October 2010), add a requirement that, for transactions
and events within the scope of HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets or HK(IFRIC)-Int 21 Levies, an
acquirer applies HKAS 37 or HK(IFRIC)-Int 21 instead of the
Conceptual Framework to identify the liabilities it has assumed
in a business combination and add an explicit statement that
an acquirer does not recognise contingent assets acquired in a
business combination.

The application of the amendments in the current year has had
no impact on the Group’s consolidated financial statements.

Impacts on application of Amendments to HKAS 16 Property,
Plant and Equipment — Proceeds before Intended Use

The Group has applied the amendments for the first time in the
current year. The amendments specify that the costs of any item
that were produced while bringing an item of property, plant and
equipment to the location and condition necessary for it to be
capable of operating in the manner intended by management
(such as samples produced when testing whether the relevant
property, plant and equipment is functioning properly) and the
proceeds from selling such items should be recognised and
measured in the profit or loss in accordance with applicable
standards. The cost of the items are measured in accordance
with HKAS 2 Inventories.
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For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE

3. APPLICATION OF AMENDMENTS TO HONG 3.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

Impacts on application of Amendments to HKAS 16 Property,
Plant and Equipment — Proceeds before Intended Use
(Continued)

In accordance with the transitional provisions, the Group
has applied the new accounting policy retrospectively to
property, plant and equipment made available for use on or
after the beginning of 1 January 2021. The application of the
amendments in the current year has had no impact on the
Group’s financial positions and performance.

Impacts on application of Amendments to HKAS 37 Onerous
Contracts - Cost of Fulfilling a Contract

The Group has applied the amendments for the first time in
the current year. The amendments specify that, when an entity
assesses whether a contract is onerous in accordance with
HKAS 37, the unavoidable costs under a contract should reflect
the least net cost of exiting from the contract, which is the lower
of the cost of fulfiling it and any compensation or penalties
arising from failure to fulfil it. Costs of fulfilling the contract
include incremental costs and an allocation of other costs that
relate directly to fulfilling contracts (e.g. an allocation of the
depreciation charge for an item of property, plant and equipment
used in fulfilling the contract).

In accordance with the transitional provisions, the amendments
are applicable to contracts for which the Group has not yet
fulfilled all its obligations as at the date of initial application, 1
January 2022.

The application of the amendments in the current year has had
no impact on the Group’s financial positions and performance.
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For the year ended 31 December 2022 HZ—ZT-_—_F+_A=1+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

Impacts on application of Amendments to HKFRSs Annual
Improvements to HKFRSs 2018-2020

The Group has applied the amendments for the first time in the
current year. The annual improvements make amendments to
the following standards:

HKFRS 9 Financial Instruments

The amendment clarifies that for the purpose of assessing
whether modification of terms of original financial liability
constitutes substantial modification under the “10 per cent”
test, a borrower includes only fees paid or received between
the borrower and the lender, including fees paid or received by
either the borrower or the lender on the other’s behalf.

In accordance with the transitional provisions, the Group
applies the amendment to financial liabilities that are modified or
exchanged as at the date of initial application, 1 January 2022.

HKFRS 16 Leases

The amendment to lllustrative Example 13 accompanying
HKFRS 16 removes from the example the illustration of
reimbursement relating to leasehold improvements by the lessor
in order to remove any potential confusion.

The application of the amendments in the current year has had
no impact on the Group’s consolidated financial statements.
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For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

3.

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet
effective:

HKFRS 17 (including the
October 2020 and February 2022

Insurance Contracts’

Amendments to HKFRS 17)
Amendments to HKFRS 10 and Sale or Contribution of Assets between
HKAS 28 an Investor and its Associate or
Joint Venture?
Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback®

Amendments to HKAS 1 Classification of Liabilities as Current or
Non-current and related amendments

to Hong Kong Interpretation 5 (2020)"

Amendments to HKAS 1 and
HKFRS Practice Statement 2

Disclosure of Accounting Policies’

Amendments to HKAS 8
Amendments to HKAS 12

Definition of Accounting Estimates'
Deferred Tax related to Assets and
Liabilities arising from a Single

Transaction’

L Effective for annual periods beginning on or after 1 January 2023.

2 Effective for annual periods beginning on or after a date to be determined.

s Effective for annual periods beginning on or 1 January 2024.

Except for the new and amendments to HKFRSs mentioned
below, the directors of the Company anticipate that the
application of all other new and amendments to HKFRSs will
have no material impact on the consolidated financial statements
in the foreseeable future.

CHINA CBM GROUP COMPANY LIMITED
Annual Report 2022 j

RIS B BMBREER
(TERMBREER]) (&)

© 28 6 1B 1] R 4 2 # T R AE4E
R BBV KRG ER

A 5 B30 R 92 B A A R 2 A1 14
R A RO B AT RIS B3] B BB S s
A

ERUMBREELENEE  RBALY
ZE-TE+AR
“E-—F- BB

EEPHRELENE105% REEEABL
REBGTHER $E28% ARIHAE D
EHEN ZEMEELE

FIRA2

ERUBREENF16E ESRADNHAESR
EHEN &

BB ERE1% BEEIBARD
EHEN FIERE AR

BEREER
BB
(ZEZZF)

BBQHENEIHRR SH BRI E

BERMBERELERNER
EE od HEN

BRI ERESRER BHAHNES'

BRGERE12% HE-QFEEM
BEIA BERAEEH

HIEERE'

! R_F_=F—A - HHIZERGEZFEH
AR

2 NFERSS KRB FERRER -

¢ R-B-ME-A—HRZERGZFESR
AR

% T SO T R AN T B S
SRS AR TEEEBEAHAE
B {37 8T R A1 AT B 5 T o
REER AR TR A BH
RELBAYE:




v,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture

The amendments to HKFRS 10 Consolidated Financial
Statements and HKAS 28 /nvestments in Associates and
Joint Ventures deal with situations where there is a sale or
contribution of assets between an investor and its associate or
joint venture. Specifically, the amendments state that gains or
losses resulting from the loss of control of a subsidiary that does
not contain a business in a transaction with an associate or a
joint venture that is accounted for using the equity method, are
recognised in the parent’s profit or loss only to the extent of the
unrelated investors’ interests in that associate or joint venture.
Similarly, gains and losses resulting from the remeasurement of
investments retained in any former subsidiary (that has become
an associate or a joint venture that is accounted for using the
equity method) to fair value are recognised in the former parent’s
profit or loss only to the extent of the unrelated investors’
interests in the new associate or joint venture.

The application of the amendments is not expected to have
significant impact on the financial position and performance of
the Group.

Amendments to HKFRS 16 Lease Liability in a Sale and
Leaseback

The amendments add subsequent measurement requirements
for sale and leaseback transactions that satisfy the requirements
of HKFRS 15 to be accounted for as a sale. The amendments
require a seller-lessee to determine “lease payments” or “revised
lease payments” such that the seller-lessee would not recognise
a gain or loss that relates to the right of use retained by the
seller-lessee. The amendments also clarify that applying the
requirements does not prevent the seller-lessee from recognising
in profit or loss any gain or loss relating to subsequent partial or
full termination of a lease.
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For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Amendments to HKFRS 16 Lease Liability in a Sale and
Leaseback (Continuead)

As part of the amendments, lllustrative Example 25
accompanying HKFRS 16 is added to illustrate the application
of the requirements in a sale and leaseback transaction with
variable lease payments that do not depend on an index or rate.

The amendments are effective for annual reporting periods
beginning on or after 1 January 2024, with early application
permitted. The application of the amendments is not expected
to have significant impact on the financial position and
performance of the Group.

Amendments to HKAS 1 Classification of Liabilities as Current
or Non-current and related amendments to Hong Kong
Interpretation 5 (2020)

The amendments provide clarification and additional guidance
on the assessment of right to defer settlement for at least twelve
months from reporting date for classification of liabilities as
current or non-current, which:

e gpecify that the classification of liabilities as current or non-
current should be based on rights that are in existence
at the end of the reporting period. Specifically, the
amendments clarify that:

() the classification should not be affected by
management intentions or expectations to settle the
liability within 12 months; and

(i) if the right is conditional on the compliance with
covenants, the right exists if the conditions are met at
the end of the reporting period, even if the lender does
not test compliance until a later date; and (Note)

3.
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For the year ended 31 December 2022 HZ—ZT-_—_F+_A=1+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Amendments to HKAS 1 Classification of Liabilities as Current
or Non-current and related amendments to Hong Kong
Interpretation 5 (2020) (Continueq)

e clarify that if a liability has terms that could, at the option
of the counterparty, result in its settlement by the transfer
of the entity’s own equity instruments, these terms do
not affect its classification as current or non-current only
if the entity recognises the option separately as an equity
instrument applying HKAS 32 Financial Instruments:
Presentation.

In addition, Hong Kong Interpretation 5 was revised as a
consequence of the Amendments to HKAS 1 to align the
corresponding wordings with no change in conclusion.

Based on the Group’s outstanding liabilities as at 31 December
2022, including other borrowings, and the related terms and
conditions stipulated in the agreements between the Group and
the relevant lenders, the application of the amendments will not
result in reclassification of the Group’s liabilities.

Amendments to HKAS 1 and HKFRS Practice Statement 2
Disclosure of Accounting Policies

HKAS 1 is amended to replace all instances of the term
“significant accounting policies” with “material accounting policy
information”. Accounting policy information is material if, when
considered together with other information included in an entity’s
financial statements, it can reasonably be expected to influence
decisions that the primary users of general purpose financial
statements make on the basis of those financial statements.

3.
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For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet

3.
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Disclosure of Accounting Policies (Continuead)

The amendments also clarify that accounting policy information
may be material because of the nature of the related
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are immaterial. However, not all accounting policy information A WIHFAEHREAR S HMEIER
relating to material transactions, other events or conditions FRABEN ST R RERATEE

is itself material. If an entity chooses to disclose immaterial
accounting policy information, such information must not
obscure material accounting policy information.

HKFRS Practice Statement 2 Making Materiality Judgements
(the “Practice Statement”) is also amended to illustrate how an
entity applies the “four-step materiality process” to accounting
policy disclosures and to judge whether information about
an accounting policy is material to its financial statements.
Guidance and examples are added to the Practice Statement.

The application of the amendments is not expected to have
significant impact on the financial position or performance of the
Group but may affect the disclosures of the Group’s significant
accounting policies. The impacts of application, if any, will be
disclosed in the Group’s future consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RRME

For the year ended 31 December 2022 HZ—ZT-_—_F+_A=1+—HILFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Amendments to HKAS 8 Definition of Accounting Estimates

The amendments define accounting estimates as “monetary
amounts in financial statements that are subject to measurement
uncertainty”. An accounting policy may require items in financial
statements to be measured in a way that involves measurement
uncertainty — that is, the accounting policy may require such
items to be measured at monetary amounts that cannot be
observed directly and must instead be estimated. In such a
case, an entity develops an accounting estimate to achieve
the objective set out by the accounting policy. Developing
accounting estimates involves the use of judgements or
assumptions based on the latest available, reliable information.

In addition, the concept of changes in accounting estimates in
HKAS 8 is retained with additional clarifications.

The application of the amendments is not expected to have
significant impact on the Group’s consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

>

o/ APPLICATION OF AMENDMENTS TO HONG 3. RAREITEBYMBREER
S KONG FINANCIAL REPORTING STANDARDS (BEMBREEN]) (&)
(“HKFRSs”) (Continued)
New and amendments to HKFRSs in issue but not yet 2 MR B & R 4 R 2 #TRT R A4S
effective (Continueq) AEBYMEREER (&)
Amendments to HKAS 12 Deferred Tax related to Assets and BAETHERAE125 SR AR B E —
Liabilities arising from a Single Transaction REEBEEREBBZELEMRIE
The amendments narrow the scope of the recognition ZIER R EB B LT ERNFE 125 F
exemption of deferred tax liabilities and deferred tax assets in HE1SRABR BT BB BERELET
paragraphs 15 and 24 of HKAS 12 /ncome Taxes so that it no HEENBRARLER FHETIHE
longer applies to transactions that, on initial recognition, give rise RAREVIERERFELEESEHNERN
to equal taxable and deductible temporary differences. MAJEME R EEZREHRS -
As disclosed in note 4 to the consolidated financial statements, BANER S B TS R I sE4FT B 2R (BE A
for leasing transactions in which the tax deductions are BHRTREHEAENHEERSM
attributable to the lease liabilities (please see Note below), the S(RERATXHE)) AEEHHAA
Group applies HKAS 12 requirements to the relevant assets EERAGERBERT B LS
and liabilites as a whole. Temporary differences relating to the 1202 HE-HEBEERAERH
relevant assets and liabilities are assessed on a net basis. ZERMEREFEMEE
Upon the application of the amendments, the Group will ERZEBE NEBFMEER
recognise a deferred tax asset (to the extent that it is probable BEENKMEEBBHEBNMAETHR
that taxable profit will be available against which the deductible NRERGE R ZHEEREHIBEE (W
temporary difference can be utilised) and a deferred tax liability JE SR B s AR P] ge 4% AR K 85 B AT 40
for all deductible and taxable temporary differences associated BEREEAWEAR) RELEHRIES
with the right-of-use assets and the lease liabilities. R
The application of the amendments is not expected to have ERETABHIEHAEBREEY
significant impact on the Group's consolidated financial BHRRENEATE -
statements.
A

/
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\ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

eV RRME

For the year ended 31 December 2022 82— __F+_A=+—HIEFE

4. BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES

4.1 Basis of Preparation of Consolidated Financial
Statements

The consolidated financial statements have been prepared
in accordance with HKFRSs, issued by the HKICPA. For
the purpose of preparation of the consolidated financial
statements, information is considered material if such
information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated financial
statements include applicable disclosures required by the
Hong Kong Companies Ordinance and the Rules Governing
the Listing of Securities on the GEM of the Stock Exchange
(“GEM Listing Rules”).

The directors of the Company have, at the time of approving
the consolidated financial statements, a reasonable
expectation that the Group has adequate resources to
continue in operational existence for the foreseeable future.
Thus they continue to adopt the going concern basis of
accounting in preparing the consolidated financial statements.

The consolidated financial statements have been prepared on
the historical cost basis at the end of each reporting period, as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
Payment”, leasing transactions that are accounted for in
accordance with HKFRS 16 “Leases”, and measurements
that have some similarities to fair value but are not fair
value, such as net realisable value in HKAS 2 “Inventories”
or value in use in HKAS 36 “Impairment of Assets”.
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For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

/ 4. BASIS OF PREPARATION OF CONSOLIDATED 4. SREHBHRRGFHEERTE

),

e FINANCIAL STATEMENTS AND SIGNIFICANT Bt HE(2)
ACCOUNTING POLICIES (Continued)
4.1 Basis of Preparation of Consolidated Financial 41 REMBRREHNELE (#)
Statements (Continued)
In addition, for financial reporting purposes, fair value BN B REBR NS - AF
measurements are categorised into Level 1, 2 or 3 B ERBEATEFTENH AR
based on the degree to which the inputs to the fair value BHABREERATETERN
measurements are observable and the significance of the WABBHEERBNEZM S
inputs to the fair value measurement in its entirety, which RE—R F_LRE=H HB
are described as follows: wm
e Level 1 inputs are quoted prices (unadjusted) in active o F—HEABBEISERNG
markets for identical assets or liabilities that the entity EHHATNUREMEREE
can access at the measurement date; B ENERTIZHME (K
IR
e Level 2 inputs are inputs, other than quoted prices e F_REAHEBEREEDK
included within Level 1, that are observable for the BEEENEELASEEN
asset or liability, either directly or indirectly; and BAEE(E—RABERN
WERIN) &
e Level 3 inputs are unobservable inputs for the asset or e E-RHMABBEEENB
liability. BRI B EE ABIE -
4.2 Significant accounting policies 42 FESFBEER
Basis of consolidation mERE
The consolidated financial statements incorporate the REMBmERBEARARE REM
financial statements of the Company and entities controlled TR EBREWNBRAR CHB
by the Company and its subsidiaries. Control is achieved WK -EARAFEANTERR
when the Company: BIJ 2 B 4542 il 4 -
e has power over the investee; o TWHWHREFITHEEN:
e s exposed, or has rights, to variable returns from its . HEREHREMAEZ
investment with the investee; and FRIMMERSE R ERSZF
B ER K&
e has the ability to use its power to affect its returns. e BHRNEREENFEHDE
o
The Group reassess whether or not it controls an investee if B EE RIEAER Ll =TE %
1

/
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facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RAR M

For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

MEMBERRAEREEREER
BETREK (2)

4. BASIS OF PREPARATION OF CONSOLIDATED 4.
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss from the date the Company gains control
until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to
a proportionate share of net assets of the relevant
subsidiaries upon liquidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R MR

For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

/ 4. BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (Continueq)

4.2 Significant accounting policies (Continuea)

Non-current assets held for sale

Non-current assets (and disposal groups) are classified
as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when
the asset (or disposal group) is available for immediate sale
in its present condition subject only to terms that are usual
and customary for sales of such asset (or disposal group)
and its sale is highly probable. Management must be
committed to the sale, which should be expected to qualify
for recognition as a completed sale within one year from
the date of classification.

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities
of that subsidiary are classified as held for sale when the
criteria described above are met, regardless of whether the
Group will retain a non-controlling interest in the relevant
subsidiary after the sale.

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of their previous carrying
amount and fair value less costs to sell except for financial
assets within the scope of HKFRS 9, which continue to be
measured in accordance with the accounting policies as
set out in respective sections.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RAR M

For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

MEMBERRAEREEREER
BETREK (2)

4. BASIS OF PREPARATION OF CONSOLIDATED 4.
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

e the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

e the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

e the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B IR AR A

/ For the year ended 31 December 2022 BZ—E__F+_A=+—HILFE

1

/) 4. BASIS OF PREPARATION OF CONSOLIDATED 4. S8 BHRRGHELERTE

FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)
4.2 Significant accounting policies (Continued) 42 TEGFHBEK (#)

/

Revenue from contracts with customers (Continuead)

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the same
contract are accounted for and presented on a net basis.

(i)  Over time revenue recognition: measurement
of progress towards complete satisfaction of a
performance obligation
Output method
The progress towards complete satisfaction of a
performance obligation is measured based on output
method, which is to recognise revenue on the basis
of direct measurements of the value of the goods or
services transferred to the customer to date relative to
the remaining goods or services promised under the
contract, that best depict the Group’s performance in
transferring control of goods or services.

As a practical expedient, if the Group has a right to
consideration in an amount that corresponds directly
with the value of the Group’s performance completed
to date to specify, the Group recognises revenue in the
amount to which the Group has the right to invoice.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RAR M

For the year ended 31 December 2022 BZ—ZE—-—F+_A=+—HILFE

4. BASIS OF PREPARATION OF CONSOLIDATED 4. SZEHBBRFEEERTE
FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Revenue from contracts with customers (Continued) HEFENZWE (&)
(i) Existence of significant financing component (i) FEEAFMEZZ 7

In determining the transaction price, the Group
adjusts the promised amount of consideration for
the effects of the time value of money if the timing
of payments agreed (either explicitly or implicitly)
provides the customer or the Group with a significant
benefit of financing the transfer of goods or services
to the customer. In those circumstances, the contract
contains a significant financing component. A
significant financing component may exist regardless
of whether the promise of financing is explicitly stated
in the contract or implied by the payment terms
agreed to by the parties to the contract.

For contracts where the period between payment
and transfer of the associated goods or services is
less than one year, the Group applies the practical
expedient of not adjusting the transaction price for any
significant financing component.

For advance payments received from customers
before the transfer of the associated goods or services
in which the Group adjusts for the promised amount
of consideration for a significant financing component,
the Group applies a discount rate that would be
reflected in a separate financing transaction between
the Group and the customer at contract inception. The
relevant interest expenses during the period between
the advance payments were received and the transfer
of the associated goods and services are accounted
for on the same basis as other borrowing costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B IR AR A

For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE
/ 4. BASIS OF PREPARATION OF CONSOLIDATED 4. e BHRRFEHEERTE
FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Leases

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after the date
of initial application of HKFRS 16 or arising from business
combinations, the Group assesses whether a contract is
or contains a lease based on the definition under HKFRS
16 at inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.

The Group as a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price
of the non-lease components.
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For the year ended 31 December 2022 HZ—ZT-_—_F+_A=1+—HILFE

4. BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continueq)

Leases (Continueq)

The Group as a lessee (Continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of buildings or other underlying assets that have a
lease term of 12 months or less from the commencement
date and do not contain a purchase option. It also applies the
recognition exemption for lease of low-value assets. Lease
payments on short-term leases and leases of low-value assets
are recognised as expense on a straight-line basis or another
systematic basis over the lease term.

Right-of-use assets
The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease
liability;

e any lease payments made at or before the
commencement date, less any lease incentives
received;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms
and conditions of the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B IR AR A

r For the year ended 31 December 2022 HZ—ZT-_—_F+_-A=+—HALFE

J / 4. BASIS OF PREPARATION OF CONSOLIDATED 4. SGAUBHRGEREERFTE
e FINANCIAL STATEMENTS AND SIGNIFICANT 2R (#)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

/

Leases (Continueq)

The Group as a lessee (Continued)

Right-of-use assets (Continued)

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful life
and the lease term.

The Group presents right-of-use assets as a separate line
item on the consolidated statement of financial position.
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MEMBERRAEREEREER
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4. BASIS OF PREPARATION OF CONSOLIDATED 4.
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Leases (Continueq)

The Group as a lessee (Continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional
lease payments and included in the cost of right-of-use
assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date.
In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease
is not readily determinable.

The lease payments include:

e fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

e variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the
commencement date;

e amounts expected to be payable by the Group under
residual value guarantees;
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\) / 4. BASIS OF PREPARATION OF CONSOLIDATED 4. SR BHERGREERTE
S FINANCIAL STATEMENTS AND SIGNIFICANT 2R (#)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 FEGHBE (£)

Leases (Continued) HE (&)

The Group as a lessee (Continued) KEEFEDABA (E)

Lease liabilities (Continued) HEEE (&)

e the exercise price of a purchase option if the Group is o MAKEREEEEERITE
reasonably certain to exercise the option; and EEE AABEEEED

TEE R

e payments of penalties for terminating a lease, if the o  RIEIEAEMZNEIER (4
lease term reflects the Group exercising an option to THERRMAERETFER
terminate the lease. IEHEREERE) -

After the commencement date, lease liabilities are adjusted RARBEE HEBGHRHE

by interest accretion and lease payments. BERBEEMNRELARE-
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4. BASIS OF PREPARATION OF CONSOLIDATED 4. SZEHBBRFEEERTE
FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 FEGHBE (£)

Leases (Continued) HE (&)

The Group as a lessee (Continued) KEEFEDABA (E)

Lease liabilities (Continued) HEEE (&)

The Group remeasures lease liabilities (and makes a AEERATHEAENFEEE

corresponding adjustment to the related right-of-use assets) BE(YHREBEREEEEMR

whenever: FEFEE) :

e the lease term has changed or there is a change in e HEHMBEESBEBITEEE
the assessment of exercise of a purchase option, in BEENTHEEE RNUE
which case the related lease liability is remeasured by MT HEHEaEEBE
discounting the revised lease payments using a revised AR EFHTIE B HNLEET
discount rate at the date of reassessment. ARIR R AL KB HE MK

MEMTE -

e the lease payments change due to changes in market e MENRRAETMISHEEH
rental rates following a market rent review, in which EBEMIZHESE e LIRS
cases the related lease liability is remeasured by B ALBAT HEEER
discounting the revised lease payments using the initial BEBFERYRALE KA
discount rate. KISETHENRMENG =

The Group presents lease liabilities as a separate line item AEERGEMBRARBEEE

on the consolidated statement of financial position. BEZYARBIIEE -

-
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) / 4. BASIS OF PREPARATION OF CONSOLIDATED 4. SZREHBHRRGFHEERTE
N FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 FEGHBE (£)

Leases (Continued) HE (&)

The Group as a lessee (Continued) KEEFEDABA (E)

Lease modifications HEBET

The Group accounts for a lease modification as a separate AEEKBEECIIER —BES

lease if: MHEETAR:

e the modification increases the scope of the lease by o ZIEBFRBIEBMNER—I&
adding the right to use one or more underlying assets; HEZIEEEEENRENER
and HE#HE: &

e the consideration for the leases increases by an e HEHEMNKRE NN
amount commensurate with the stand-alone price for BHEENEEREANEERNE
the increase in scope and any appropriate adjustments BEK MEZRBEEELN
to that stand-alone price to reflect the circumstances WERBEREYEBERET
of the particular contract. WA (EE -

For a lease modification that is not accounted for as MARER—TBEFHEEARNME

a separate lease, the Group remeasures the lease EBiIms AEBEEREBRFG

liability, based on the lease term of the modified lease by BIERT £ HHR &EFTBEIR X

discounting the revised lease payments using a revised ARIR S RT H E R &5

discount rate at the effective date of the modification. EMHEBEFTTEEEARE-

/
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4. BASIS OF PREPARATION OF CONSOLIDATED 4. SZEHBBRFEEERTE
FINANCIAL STATEMENTS AND SIGNIFICANT SEBE (&)
ACCOUNTING POLICIES (Continued)

4.2 Significant accounting policies (Continued) 42 TESTTBUER ()

Leases (Continueq)

The Group as a less