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CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS

For the six months ended 30 September 2020

Six months ended

30 September 30 September

2020 2019
Notes (Unaudited) (Unaudited)
HKs’000 HKS 000
Revenue 4 289,500 1,024,666
Cost of sales (257,058) (1,026,226)
Gross profit/(loss) 32,442 (1,560)
Other income and gains 295 5874
Share of results of associates (678) 236
Share of results of joint ventures (1,527) (8)
Reversal of impairment of LNG finance
lease receivables - 23,389
Reversal of impairment of receivables under
LNG finance lease arrangement - 16,065
Selling and distribution expenses (4,845) (11,054)
Administrative expenses (52,897) (70,415)
Finance costs 6(a) (15,799) (19,168)
Loss before taxation 6 (43,009) (56,641)
Taxation 7 5,518 (1,391)
Loss for the period (37,491) (58,032)
Attributable to:
Equity shareholders of the Company (35,543) (65,208)
Non-controlling interests (1,948) 7176
Loss for the period (37,491) (58,032)
(Loss)/earnings per share (HK cents) 9
- Basic (0.630) (1.155)
- Diluted (0.630) (1.155)
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

For the six months ended 30 September 2020

Six months ended

30 September 30 September

2020 2019
(Unaudited) (Unaudited)
HKs’000 HKS000
Loss for the period (37,491) (58,032)
Other comprehensive (loss)/income for the period,
net of tax:
[tems that may be subsequently reclassified to
profit or loss:
Exchange differences on translating foreign operations 7,866 (71,623)
Release of exchange differences upon disposal of
a subsidiary - (389)
Total comprehensive loss for the period (29,625) (130,044)
Total comprehensive loss for the period attributable to:
Equity shareholders of the Company (34,398) (119,355)
Non-controlling interests 4,773 (10,689)
(29,625) (130,044)
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

As at 30 September 2020

30 September 31 March
2020 2020
Notes (Unaudited) (Audited)
HK$’000 HKS000
Non-current assets
Plant and equipment 10 475,823 470,054
Right-of-use assets 114,984 107,219
Goodwill 876 876
Other intangible assets 7,040 7216
Interest in joint ventures 128,297 124,804
Interest in associates 8,176 7,622
Deposits for acquisition of plant and equipment 128,862 109,932
Deposits for acquisition of land use rights 110,586 110,621
Other assets 285,285 285,285
Statutory deposits 250 250
1,260,179 1,223,879
Current assets

Inventories 9,180 10,585

Receivables under LNG finance lease
arrangements 11 2,684 6,342
LNG finance lease receivables 12 6,268 6,468
Loan receivables 13 116,468 102,878
Accounts and other receivables 14 269,343 284,620
Bank balance held on behalf of clients - 1,590
Bank balances and cash 35,578 50,031
439,521 462,514
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

As at 30 September 2020

30 September 31 March
2020 2020
Notes (Unaudited) (Audited)
HK$’000 HKS000
Current liabilities
Accounts and other payables 15 604,447 553,822
Interest-bearing bank borrowings 16 60,261 63,336
Lease liabilities 17 38,254 33,046
Tax payable - 3938
702,962 654,142
Net current (liabilities)/assets (263,441) (191,628)
Non-current liabilities
Loans from a shareholder 15 469,681 468,781
Lease liabilities 17 39,586 46,471
Deferred tax liabilities 4,603 4330
513,870 519,582
Net assets 482,868 512,669
Capital and reserves
Share capital 112,876 112,876
Reserves (7,762) 30,223
Equity attributable to equity shareholders of
the Company 105,114 143,099
Non-controlling interests 377,754 369,570
Total equity 482,868 512,669

The notes on pages 9 to 44 form part of this interim financial report.
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

For the six months ended 30 September 2020

Retained
profits/ Non-
Share Share  Share option Special ~ Exchange (accumulated controlling
capital  premium reserve reserve reserve losses) Total interests Total

HKS000  HKS00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00

At 1 April 2019 audited) 112876 434385 - (1159) (14,707) (63,152) 457,808 42601 900429

Loss forthe year - - - - - (252203) (252203 (54559) (306758)
Other comprehensive loss for
the year, net of tax:

Exchange differences on

translation of foreign

operations - - - - (63.281) - (63.281) (18311) (81592)
Total comprehensive loss for

the year - - - - (63281) (252,203) (315484) (72866) (388,350)
Share-based payments - - 825 - - - 25 - 825
Cancellation of share options - - (50) - - - (50) - (50)
Disposal of a subsidary - - - - - - - (185) (185)

At31 March 2020and T April
2020 (auclted) 112,876 434,385 75 (11,594) (77,988)  (315,355) 143,099 369,570 512,669

Loss for the period - - = = = (35,543) (35,543) (1,948) (37,491)

Other comprehensive loss for
the period, net of tax:

=

Exchange differences on

translation of foreign

operations = - - - 1,145 - 1,145 6,721 7,866
Total comprehensive loss for

the period - - - - 1,145 (35,543) (34,398) 4773 (29,625)
Dereqistration of Subsidiaries - - - (4923) - - (4,923) - (4923)
Capital contribution from non-

controlling interests of a

subsidliary - - - - - - - 3411 3411
Share-based payments - - 1,481 - - - 1,481 - 1,481
Cancellation of share options - - (145) - - - (145) - (145)
At30 September 2020

(unaudited) 112,876 434,385 1M (16,517) (76,843)  (350,898) 105,114 377,754 482,868

The notes on pages 9 to 44 form part of this interim financial report.
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CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS

For the six months ended 30 September 2020

30 September 30 September

2020 2019
(Unaudited) (Unaudited)
HKS’000 HKS000
NET CASH FROM/(USED IN) OPERATING ACTIVITIES 35,013 (103,035)
NET CASH (USED IN)/FROM INVESTING ACTIVITIES (34,526) (132,100)
NET CASH (USED IN)/FROM FINANCING ACTIVITIES (11,877) 173,329
NET DECREASE IN CASH AND CASH EQUIVALENTS (11,390) (61,806)
EFFECT OF FOREIGN EXCHANGE RATE CHANGES, NET (3,063) 6,080
CASH AND CASH EQUIVALENTS AT BEGINNING OF
THE PERIOD 50,031 100,388
35,578 44662
BANK BALANCE HELD ON BEHALF OF CLIENTS - 12,261
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD,

REPRESENTED BY BANK BALANCES AND CASH 35,578 56,923
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. CORPORATION INFORMATION

China LNG Group Limited is a limited liability company incorporated in the Cayman
Islands and listed on the Main Board of The Stock Exchange of Hong Kong Limited
("Stock Exchange”).

The registered office address of the Company is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands. The principal place of business of
the Company in Hong Kong is located at 8th floor, St. John's Building, 33 Garden Road,
Central, Hong Kong.

The Company is an investment holding company and the principal activities of the
Group are the development of liquefied natural gas (“LNG") businesses, including (i)
in the People’s Republic of China (the “PRC"), point-to-point supply and the wholesale
of LNG, the provision of LNG logistic services, the sale of LNG vehicles, provision of
finance leasing services for LNG vehicles, and equipment as approved by Chinese
Ministry of Foreign Trade and Economic Cooperation; and (i) in Hong Kong, the trading
of securities, the provision of securities brokerage, margin financing and securities
investments and financial services through the money lending business.

The Company had ceased the business of provision of securities brokerage and margin
financing during the period ended 30 September 2020.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

2. BASIS OF PREPARATION

Statement of compliance

The unaudited condensed consolidated financial statements and selected explanatory
notes have been prepared in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") and applicable disclosures required by the Rules (the “Listing
Rules”) governing the Listing of Securities on the Stock Exchange.

The unaudited condensed consolidated financial statements have been prepared
in accordance with the same accounting policies adopted in the most recent
consolidated financial statements for the year ended 31 March 2020, except for
the standards, amendments and interpretations (hereinafter collectively referred to
as "Hong Kong Financial Reporting Standards” or “HKFRSs”) issued by the HKICPA
applicable to the annual period beginning on 1 April 2020. Details of these significant
accounting policies change are set out in note 3.

3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following revised HKFRSs for the first time for the current
period’s unaudited interim financial information:

Amendments to HKFRS 3 Definition of a Business
Amendments to HKAS 1 and HKAS 8 Definition of Material

The adoption of the above revised HKFRSs and HKASs had no significant effect on the
results and financial position for the current or prior accounting periods which have
been prepared and presented.

The Group has not early adopted any standard, interpretation or amendment that has
been issued but not yet effective.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

4. REVENUE

Revenue represents the aggregate of income from the LNG businesses in the PRC,
income from provision of securities brokerage, bond placing, margin financing and
securities investments in Hong Kong and income from financial services through
provision of money lending business in Hong Kong, and is analysed as follows:

Six months ended
30 September 30 September

2020 2019
(Unaudited) (Unaudited)
HKs’000 HKS000
Sales and distribution of LNG 186,617 969,751
Provision of LNG logistic services 100,170 41,700
Interest income from LNG finance lease
arrangements 740 1,895
LNG finance leases interest income - -
Service fee income from leasing of LNG vehicles - -
Interest income from loan financing 1,973 8,644
Interest income from securities margin financing - 2,543
Services fee income - 93
Brokerage income - 40
289,500 1,024,666

5. SEGMENT INFORMATION

The Group determines its operating segments based on the Directors’ decisions.
For management purposes, the Group is organised into eight continuing operating
divisions, which are the basis on which the Group reports its segment information.

The Group's principal activities are as follows:

(1) Sales and distribution of LNG including wholesale of LNG and point-to-point
supply of LNG;
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

5.

SEGMENT INFORMATION (continued)
(2)  Provision of LNG logistic services;

(3)  Financial provision through finance leasing services for LNG vehicles, vessels and
equipment;

(4)  Provision of LNG in the midstream and downstream market through fuelling/
refuelling of LNG in road refuelling stations for commercial vehicles and water
refuelling stations for vessels and specifically designed refuelling facilities for
equipment;

(5)  Commercial vehicle platform services through the Group's Environmental Green
Club ("£ZE[&"), including provision of the commercial vehicles users long
distance IT control, insurance handling and purchase/sale of their new/used
LNG/diesel vehicles;

(6)  Trading of securities;

(7)  Provision of securities brokerage, bond placing, margin financing and securities
investments in Hong Kong; and

(8)  Financial services through provision of money lending business.

Segment revenue, expenses and results include items directly attributable to a
segment as well as those that can be allocated on a reasonable basis to that segment.
Segment revenue and expenses are determined before intra-group transactions and
are eliminated as part of the consolidated process, except to the extent that such
intra-group transactions are between group enterprises within a single segment.
Unallocated items comprise corporate and financial expenses. This is the measure
reported to the Group's management for the purposes of resource allocation and
assessment of segment performance.

The measure used for reporting segment result is “adjusted EBIT” i.e. adjusted earnings
before interest and taxes. To arrive at adjusted EBIT, the Group's earnings are further
adjusted for items not specifically attributed to individual segments, such as other
head office or corporate administration costs.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

5. SEGMENT INFORMATION (continued)

Segment information about the aforementioned business is set out below:

Finandal provision Provision of securities
through finance brokerage,bond  Financialservices
leasingserviesfor ~ Provisionof NG~ Provisionof placing, ~ through provision of
Salesand distibution  Provisionof NG~ LNG vehicls,vessels in the midstreamand - commercial vehicle marginfinancingand ~ moneylending ~ Consolidated for
of ING logsticservices  andequipment  downstreammarket  platformservices  Trading of securties securitiesinvestments  business  continuing operations

Sixmonthsended ~ Sixmonthsended  Sikmonthsended  Sixmonthsended  Sixmonthsended  Sixmonthsended  Sixmonthsended  Sixmonthsended  Sixmonthsended
30 kil 30 kil 30 Bl 30 k| 30 bl 30 Bl 30 kil 30 bl 30 kil
September Seoterber September Sevtember September Seprembe September September September Septerber September Seorerber September Soterber September Septemozr September September
W0 09 00 09 20 09 00 09 2 oW N9 200 1
oo U HSO0 ¢ st HHS000 #5000 S ooo st ) HKSO0 ST RSO,

186617 %951 100470 470 0185 - - - - - - BT 260 1286 G54 209500 1024666

RESULTS
Seqment esuls

and gans 25
(15799)

S
hsm
o %

(564 338
(16:381) (439

(43,009)
5518

(31491)

The Group's operations of the development of LNG businesses including the sales
and distribution of LNG, provision of LNG logistic services, provision of finance leasing
services for LNG vehicles, vessels and equipment, provision of LNG in the midstream
and downstream market and provision of commercial vehicle platform services are
located in the PRC and the remaining operations are located in Hong Kong during
both six months ended 30 September 2020 and 30 September 2019.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

6. LOSS BEFORE TAXATION

Six months Six months
ended ended
30 September 30 September
2020 2019
(Unaudited) (Unaudited)
HK$’000 HKS000

Loss before taxation has been arrived at after charging/

(crediting):
(a) Finance costs

Interest expense on loans from a shareholder 12,090 12,954
Interest on bank loans 1,522 1,467
Interest expense on loan from a third party 219 1,828
Interest expense on finance lease 1,968 1,140
Others - 1,779

15,799 19,168

(b) Otheritems

Amortisation of land use rights 12,835 377
Amortisation of other intangible assets 461 202
Depreciation of plant and equipment 32,799 25,037
Loss on disposal of plant and equipment 563 2,920
Staff costs:
Directors' remuneration 135 380
Staff cost excluding directors’ remuneration 64,155 68,670
Retirement benefits scheme contribution, excluding
those included in directors' remuneration 1,444 8218
Total staff costs 65,734 77,268
Interest income on bank deposits (300) (160)
Loss/(Gain) on disposal of subsidiaries 564 (3,383)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

7. TAXATION

Six months Six months

ended ended

30 September 30 September

2020 2019

(Unaudited) (Unaudited)

HKs’000 HKS000

Hong Kong Profits Tax (benefit)/expense (4,440) 1416
PRC Enterprise Income Tax (benefit) (1,078) (25)

(5,518) 1,391
Hong Kong profits tax has not been provided as the Group did not generate any
assessable profits in Hong Kong during the period.

The PRC Corporate Income Tax has not been provided as the Group did not generate
any assessable profits in PRC during the period.

8. DIVIDENDS

The Directors do not recommend the payment of an interim dividend for the six
months ended 30 September 2020 and 30 September 2019.

9. LOSS PER SHARE

The weighted average number of Shares for (loss)/earnings per Share calculation
represents the average number of Shares in issue during the current and preceding
periods.

There was no dilutive instrument at the end of the current period and during the
preceding period. Therefore, the diluted loss per Share is same as basic loss per Share
during the current and Preceding period.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

9. LOSS PER SHARE (continued)

The calculation of the basic and diluted (loss)/earnings per Share is based on the

following data:

(Loss) for the period attributable to
equity shareholders of the Company

Number of shares

Weighted average number of ordinary shares
inissue for the purpose of calculation of
both basic and diluted loss per Share

10. PLANT AND EQUIPMENT

At the beginning of the period/year
Additions

Disposal of subsidiaries (note 21)
Depreciation

Disposals

Impairment

Exchange adjustments

Atend of the period/year
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Six months Six months
ended ended

30 September 30 September
2020 2019
(Unaudited) (Unaudited)
HK$000 HKS000

(35,543) (65,208)
5,643,797,090  5643,797,090
30 September 31 March
2020 2020
(Unaudited) (Audited)
HK$’000 HKS000
470,054 613,703
33,212 125415

- (24,561)

(32,799) (49,465)
(13,304) (138,374)

- (21,864)

18,660 (34,800)
470,054

475,823



NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

11. RECEIVABLES UNDER LNG FINANCE LEASE ARRANGEMENTS

The Group provides finance leasing services for LNG vehicles and vessels in the PRC.
The receivables under these finance lease arrangements are aged as follows:

30 September 31 March

2020 2020

(Unaudited) (Audited)

HK$’000 HKS000

Within one year 18,252 23,343
In the second to fifth years, inclusive - -
18,252 23,343

Less: Impairment (15,568) (17,001)
Plus: Reversal of impairment - -
2,684 6,342

Less: Portion classified as current assets (2,684) (6,342)
Non-current portion - -

The Group entered into finance lease arrangements pursuant to which the lessees sold
their vehicles and vessels to the Group and leased back the assets with lease period
ranging from 1.5 years to 5 years (31 March 2020: 1.5 year to 5 years) from the date of
inception. The ownership of leased assets will be transferred to the lessees at a minimal
purchase option upon the settlement of the receivables and the interest accrued
under the finance lease arrangements. The lessees retain control of the assets before
and after entering into the arrangements.

At 30 September 2020, the effective interest rates applicable to the finance lease
arrangements ranged from approximately 9.24% to 12.36% per annum (31 March 2020:
9.24% to 12.46%).
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

11. RECEIVABLES UNDER LNG FINANCE LEASE ARRANGEMENTS (continued)

The receivables are secured by the leased vehicles and vessels. The Group has
obtained guarantees provided by the controlling shareholders of the lessees and other
independent third parties for certain finance lease arrangements. The Group has also
obtained security deposits for certain finance lease arrangements and these security
deposits were interest-free. The lessees are obliged to settle the amounts according to
the terms set out in the relevant agreements.

12. LNGFINANCE LEASE RECEIVABLES

Present value Present value

Minimum Minimum of minimum of minimum
lease payments  lease payments lease payments  lease payments
30 September 31 March 30 September 31 March
2020 2020 2020 2020
(Unaudited) (Audited) (Unaudited) (Audited)
HK$’000 HKS 000 HK$'000 HKS 000
Within one year 39,222 38,007 34,507 33588
In the second to fifth years, inclusive - - - -
39,222 38,007 34,507 33,588
Less: Unearned finance income (4,715) 4419
Present value of minimum lease payment
receivables 34,507 33588
Less: Impairment (28,239) (27,120) (28,239) (27,120)

Plus: Reversal of impairment - -

6,268 6,468

Less: Portion classified as current assets (6,268) (6468)

Non-current portion - -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

12. LNG FINANCE LEASE RECEIVABLES (continued)

The Group entered into finance lease contracts pursuant to which the Group
purchased new vehicles or equipment from third party manufacturers or distributors
of its choice or of the lessees’ choice and leased the assets to the lessees with lease
period ranging from 2 years to 5 years (31 March 2020: 2 years to 5 years) from the
date of inception. The ownership of the leased assets will be transferred to the lessees
at a minimal purchase option upon the settlement of the receivables and the interest
accrued under the finance lease contracts. The lessees retain control of the assets after
entering into the contracts.

The receivables are secured by the leased vehicles and equipment. The Group has
obtained guarantees provided by the controlling shareholders of the lessees and
other independent third parties for certain finance lease contracts. The Group has
also obtained security deposits for certain finance lease contracts and these security
deposits were interest-free. The lessees are obliged to settle the amounts according to
the terms set out in the relevant agreements.

At 30 September 2020, the effective interest rates applicable to the finance lease
ranged from approximately 9% to 12.65% per annum (31 March 2020: 9% to 12.65%).
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

13. LOAN RECEIVABLES

30 September 31 March

2020 2020

(Unaudited) (Audited)

HK$’000 HKS000

Loan receivables 218,534 167,115
Less: Impairment (102,066) (64,237)

116,468 102,878

The Group seeks to maintain strict control over its outstanding loan receivables so as to
minimise credit risk. The granting of loans is subject to approval by the management,
whilst overdue balances are reviewed regularly by the management. Loan receivables
are charged on effective interest rate mutually agreed with the contracting parties, at a
fixed rate of 1% to 4.625% per annum (31 March 2020: 1% to 18%).

During the period, HK$50,138,000 was reclassified from Accounts receivables arising
from dealing in securities— margin clients to loan receivables, together with impairment
loss of HK$40,116,000, due to the cease of securities brokerage business.

The loan receivables are secured. The borrowers are obliged to settle the amounts
according to the terms set out in the relevant agreements.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

14. ACCOUNTS AND OTHER RECEIVABLES

30 September 31 March

2020 2020

Notes — (Unaudited) (Audited)

HK$’000 HKS000

Accounts receivables arising from dealing in securities  (a)

Cash clients - 317
Margin clients - 52,757
Less: Impairment - (42,613)

- 10,144

Hong Kong Securities Clearing Company Limited - 277
Accounts receivables arising from LNG businesses (b) 75,151 75,051
Less: Impairment (19,059) (19,059)
56,092 55,992

Total accounts receivables 56,092 66,730
Prepayments, deposits and other receivables 152,894 158,302
Loan to a third party (c) 2,000 1,758
Value-added tax recoverable 58,357 57,830
Total accounts and other receivables 269,343 284,620
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

14. ACCOUNTS AND OTHER RECEIVABLES (continued)
Note:

(a) The settlement terms of the accounts receivables from cash clients arising from the business of
dealing in securities are two days after trade date.

As at 30 September 2020, the accounts receivable from margin clients was none (31 March 2020:
HK$10,144,000).

(b) The following is an aged analysis of accounts receivables arising from LNG businesses presented
based on invoice date at the end of the reporting period, which approximated the respective
revenue recognition dates:

30 September 31 March
2020 2020
(Unaudited) (Audited)
HK$’000 HKS000
Within 3 months 33,556 31,976
4to 6 months 3,195 17,608
Over 6 months 19,341 6,408
56,092 55,992
(0 At 30 September 2020, the loan was unsecured, interest-bearing at 8% per annum and

repayable on demand (31 March 2020: 8%).
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

15. ACCOUNTS AND OTHER PAYABLES

30 September 31 March
2020 2020
Notes — (Unaudited) (Audited)
HK$’000 HKS000
Accounts payables arising from dealing in securities
Cash clients - 1,343
Margin clients - 156
Accounts payables arising from LNG businesses @ 67,072 85,232
Total accounts payables 67,072 86,731
Accrued charges and other payables 167,819 81,716
Contract liabilities 23,134 50,736
Guaranteed deposits on LNG finance leases and
finance leases arrangements 7,465 7,971
Loans from a shareholder b) 469,681 468,781
Interest payable on loans from a shareholder b) 51,676 39417
Loan from a third party (c) 1,996 1,966
Payable for the right to acquire property, plant and
equipment 285,285 285,285
1,074,128 1,022,603
Non-current portion of loans from a shareholder (469,681) (468,781)
Current portion 604,447 553,822
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

15. ACCOUNTS AND OTHER PAYABLES (continued)
Notes:

(a) The following is an aged analysis of accounts payables arising from LNG businesses presented
based on invoice date at the end of the reporting period.

30 September 31 March

2020 2020

(Unaudited) (Audited)

HK$’000 HKS000

Within three months 26,778 56,848
410 6 months 12,732 26,156
over 6 months 27,562 2,228
67,072 85,232

The average credit period on purchases of LNG is 30 to 90 days.

(b) The unsecured loans from a shareholder, Dr. Kan comprised of (i) approximately HK$446,941,000
is interest- bearing at 5% and repayable on demand; and (i) approximately HK$22,740,000 is
interest-bearing at 8%. The loan are unsecured and repayable on demand. During the period,
Dr. Kan agreed not to demand repayment to these loans until 30 September 2021. Balance
of HK$51,676,000 (31 March 2020: HK$39,417,000) represents interest on the loans from the
shareholder.

() The loan is unsecured, repayable within one year and interest-bearing at 8% (31 March 2020: 8%)
per annum.
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17.

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

INTEREST-BEARING BANK BORROWINGS

30 September 31 March

2020 2020

(Unaudited) (Audited)

HK$’000 HKS000

Bank borrowings 60,261 63,336

LEASE LIABILITIES

The following table shows the remaining contractual maturities of the Group's lease
liabilities at the end of the reporting period.

Present value of the minimum

Minimum lease payments lease payments
30 September 31 March 30 September
2020 2020 2020 31 March 2020
HK$000 HK$000 HK$000 HKs 000
Within 1 year 41,365 38295 38,254 33,046
More than one year 40,849 50,064 39,586 46471
Total minimum finance lease payments 82,214 88,359 77,840 79517
Future finance charges (4,374) (8842)
Present value of lease obligations 77,840 79517
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

18. SHARE CAPITAL

30 September 31 March
2020 2020
HK"000 HK000
Issued and fully paid:
5,643,797,090 (31 March 2020: 5,643,797,090)
ordinary shares 112,876 112,876

A summary of movements in the Company's share capital is as follows:

Number of

shares Share Share
Notes inissues Capital premium Total
HKO00 HKO00 HKO00 HKO00
At January 2018 5616,123,090 112322 401,279 513,601
Conversion of convertible notes (3) 27674000 554 33,100 33,660

At 31 March 2019, 31 March 2020 and

30 September 2020 5,643,797,090 112,876 434,385 547,261

Notes:

(a) During the period from 1 January 2018 to 31 March 2019, the holder of convertible notes
converted an aggregate principal amount of HK$34,001,000 for conversion of 27,674,000 ordinary
shares of the Company on average at conversion prices of HK$1.2286 per conversion share,
resulting in the addition of share capital of HK$554,000 and share premium of HK$33,106,000.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

19. SHARE OPTION SCHEME

The Company's share option scheme (the “Scheme”) was adopted pursuant to a
resolution passed on 30 August 2019 so as to attract and retain the best available
personnel and to provide additional incentive to the eligible participants under the
Scheme.

Under the Scheme, the directors of the Company may at their absolute discretion and
subject to the terms of the Scheme, grant options to any full-time employees, directors,
consultants or advisors of the Group, or any substantial shareholders of the Group, or
any distributors, contractors, suppliers, agents, customers, business partners or service
providers of the Group, to subscribe for shares of the Company. The eligibility of any
participants to the grant of any options shall be determined by the directors from
time to time on the basis of the directors’ opinion as to their contribution or potential
contribution to the development and growth of the Group.

Under the Scheme, the maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme and any other share option
schemes of the Company must not in aggregate exceed 10% of the shares in issue
upon the date of which the shares are listed and permitted to be dealt in the Stock
Exchange. The 10% limit may be refreshed at any time by approval of the Company’s
shareholders provided that the total number of the Company’s shares which may be
issued upon exercise of all options to be granted under the Scheme and any other
share options schemes of the Company must not exceed 10% of the Company’s shares
in issue as at the date of approval of the refreshed limit. Subject to the approval of the
Company's shareholders, the aggregate number of the Company’s shares which may
be issued upon exercise of all outstanding options granted and yet to be exercised
under the Scheme and any other schemes of the Company must not exceed 30% of
the Company’s shares in issue from time to time. No options may be granted under the
Scheme or any other share options schemes of the Company if this will result in the
limit being exceeded.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

19. SHARE OPTION SCHEME (continued)

The total number of shares issued and to be issued upon exercise of the options
granted to each participant (including both exercised and outstanding options) under
the Scheme in any 12-month period up to and including the date of grant must not
exceed 1% of the issued share capital of the Company for the time being. Where any
further grant of options to a participant under the Scheme would result in the shares
issued and to be issued upon exercise of all options granted and to be granted to such
participant (including exercised, cancelled and outstanding options) in the 12-month
period up to and including the date of such further grant representing in aggregate
over 1% of the shares in issue, such further grant must be separately approved by
shareholders of the Company in general meeting with such participant and his
associates abstaining from voting.

Share options granted to a director, chief executive or substantial shareholder of the
Company, or any of their respective associates must be approved by the independent
non-executive directors of the Company (excluding any independent non-executive
director who or whose associate is the grantee). Where any share options granted to a
substantial shareholder or an independent non-executive director of the Company, or
any of their respective associates would result in the total number of shares issued and
to be issued upon exercise of all options already granted (including options exercised,
cancelled and outstanding) under the Scheme and any other share option schemes of
the Company to such person in any 12-month period up to and including the date of
such grant representing in aggregate over 0.1% of the shares of the Company in issue
and having an aggregate value in excess of HK$S5 million, such grant must be approved
by the Company’s shareholders in general meeting.

The offer of a grant of share options might be accepted in writing within 21 days
inclusive of the date of the offer. An option may be exercised in accordance with the
terms of the Scheme at any time during a period as the directors may determine which
shall not exceed ten years from the date of grant subject to the provisions of early
termination thereof. A nominal consideration of HK$1 is payable on acceptance of the
grant of an option with a remittance in favour of the Company within such time as
may be specified in the offer (which shall not be later than 21 days from the date of the
offer).
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

19. SHARE OPTION SCHEME (continued)

The subscription price shall be a price solely determined by the directors of the
Company and notified to a participant and shall be at least the highest of: (i) the closing
price of the Company's shares as stated in the Stock Exchange's daily quotations sheet
on the date of grant of the option; (ii) the average closing prices of the Company's
shares as stated in the Stock Exchange’s daily quotations sheets for the 5 business days
immediately preceding the date of grant of the option; and (iii) the nominal value of
the Company’s share on the date of grant of the option.

The Scheme shall be valid and effective for a period of ten years commencing on the
date of share options grant and expiring on the business day immediately preceding
the 10th anniversary thereof, subject to early termination provisions contained in the
Scheme.

The maximum number of shares of the Company which may be issued upon exercise
of all options that may be granted under the existing Scheme limit is 564,379,709
shares (representing approximately 10% of the issued share capital of the Company as
at the date of approval of the Scheme).

There is no performance target which must be achieved before any of the options can
be exercised.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

19. SHARE OPTION SCHEME (continued)

(@) A summary of the movements in share options under the Share Option Scheme
during the period ended 30 September 2020 is as follows:

Numberof share optons
Outstanding Qutstanding
Granted ~ Cancelled t Ganted  Cancelled it

duing  during  31March during  duringthe 30 September
Dateofgrant  Evercseperiod BrerdsePrice ~ theVear  theyear 00 theperiod period m

Diector 31 Decmberd19 31 December 2021 o BSOS 24000 () 1gana - - 180
31 December 209
31 December u“ BSOS 24000 () 1gana - - 180
31 December 209
31 December 310 BSOS 30600 Q6000 2286000 - - 00
31 December 209

Employees 31 Decmber19 31 December 10010 A083 720000 — 70 - (0000 600000
31 December 209
31 December u“ BSOS 720000 — 70 = (0000 600000
31 December 209
31 December 310 BSOS 9g00m0 - 9o = (000 00000
31 December 209

Emplyees 1Al 200 15Ap 121015 H50248 - - - )]
5 Ap 203t 15 Aprl 230~ HKS0248 - - - - 20000
15 Aprl 02410 15 Aprl 2030 HS02: - - - S 1)

2000400000 (40000 2964000

Weghted averge evrce pice
The share options outstanding as at 30 September 2020 have a weighted
average remaining contractual life of 8.01 years (31 March 2020: 9.76 years).

The share options are vested as: (a) first 30% on the two-year anniversary from
the date of grant; (b) next 30% on the three-year anniversary from the date of
grant; and (c) remaining 40% on the four-year anniversary from the date of grant.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

19. SHARE OPTION SCHEME (continued)
(b)  Fair value of share options granted

The fair value of services received in return for share options granted are
measured by reference to the fair value of share options granted. The estimate of
the fair value of the share option granted is measured based on Binomial Option

Pricing Model.
Period ended Year ended
30 September 31 March
2020 2020
Share price (HKS) 0.248 0.53
Exercise price (HKS) 0.248 0.53
Expected volatility (%) 68.074 69.113
Expected dividend yield (%) 0 0
Risk-free interest rate (%) 0.634 1.706

The expected volatility is based on the historical volatility (calculated based
on the expected life of the share options), adjusted for any expected changes
to future volatility due to public available information. Expected dividends are
based on historical dividends. Changes in subjective input assumptions could
materially affect the fair value estimate. Share options were granted under a
service condition. This condition has not been taken into account in the grant
date fair value measurement of the services received. There were no market
conditions associated with the share option grants. However, the management
has taken into consideration of historical staff turnover pattern for the estimation
of expected option life.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

20. ACQUISITION OF SUBSIDIARIES

On 6 August 2018, Gang Zong Trading (Shanghai) Co,, Ltd (B#tE 5 (L)8) AR A
Al) ("Gang Zong Trading”), an indirectly wholly-owned subsidiary of the Company,
entered into an equity transfer agreement with Jiangsu Chengbo Technology Co.,
Ltd (T&RBETERE AR A F) (Jiangsu Chengbo Technology”) pursuant to which
Jiangsu Chengbo Technology has agreed to sell, and Gang Zong Trading has agreed
to purchase, the 48.5% equity interests in Jiang Yin Hongwei Transportation Co., Ltd
(IEERFEH AR AR (Jiang Yin Hongwei Transportation”) at a consideration of
RMB6,800,000 (equivalent to approximately to HK$8,037,000). After the completion of
acquisition of 48.5% equity interests in Jiang Yin Hongwei Transportation, Gang Zong
Trading would further contribute RMB5,300,000 to increase the paid-in capital of Jiang
Yin Hongwei Transportation from RMB5,000,000 to RMB10,300,000. After the increment
of paid-in capital, Gang Zong Trading would own 75% interests in Jiang Yin Hongwei
Transportation.

On 3 December 2018, Gang Zong Trading further entered into another equity transfer
agreement with Jiangsu Chengbo Technology, pursuant to which Jiangsu Chengbo
Technology has agreed to sell, and Gang Zong Trading has agreed to purchase,
25% equity interests in Jiang Yin Hongwei Transportation at a cash consideration of
RMB7,200,000, (equivalent to approximately HK$8,506,000).

On 11 January 2019, the Group completed the acquisition of the remaining 25% equity
interests in Jiang Yin Hongwei Transportation. Following the completion of acquisition
of 25% equity interests in Jiang Yin Hongwei Transportation, Jiang Yin Hongwei
Transportation became a wholly-owned subsidiary of Gang Zong Trading.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

20. ACQUISITION OF SUBSIDIARIES (continued)

The fair values of the identifiable assets and liabilities of Jiang Yin Hongwei
Transportation as at the date of acquisition were as follows:

HK000
Property, plant and equipment 12,849
Intangible assets 6,815
Accounts receivables and other receivables 905
Prepayment 329
Cash and bank balances 566
Accounts and other payables (1,604)
Deferred tax liabilities (3,958)
Total identifiable net assets at fair value 15,902
Goodwill on acquisition 513
Satisfied by:

Cash consideration (RMB14,000,000) 16,415

Included in the goodwill of HK$513,000 recognised above is a transportation
network, which is not recognised separately. Because the network is built with various
customers, it is not separable and therefore it does not meet the criteria for recognition
as an intangible asset under HKAS 38 “Intangible Assets”. None of the goodwill
recognised is expected to be deductible for income tax purposes.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

20. ACQUISITION OF SUBSIDIARIES (continued)

An analysis of the cash flows in respect of the acquisition of a subsidiary is as follows:

HK000

Cash consideration (16,415)

Cash and bank balances acquired 566
Net outflow of cash and cash equivalents included

in cash flows from investing activities (15,849)

21. DISPOSAL OF SUBSIDIARIES

(@  On 6 September 2019, Zhejiang Gangneng Natural Gas Utilization Co., Ltd* (4
TTBRER AR A B BRE LR, an indirect wholly-owned subsidiary of the
Company, Wang Yaojian* (E#2E%) and Zhao Zhizhong* (HE75 &) entered into
sale and purchase agreement, pursuant to which the subsidiary has conditionally
agreed to sell and both Wang Yaojian and Zhao Zhizhong have conditionally
agreed to purchase 51% equity interests in Zhejiang Gangsheng New Energy
Technology Co., Ltd.* (WL B e REHE B R A7) (“Gangsheng New
Energy”) at a total consideration of RMB180,000.

After the completion of the disposal of the 51% interest in Gangsheng New
Energy on 27 September 2019 and Gangsheng New Energy has ceased to be a
subsidiary of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

21. DISPOSAL OF SUBSIDIARIES (continued)

(@) (continued)

HK000
Property, plant and equipment 6
Deposits and other receivables 253
Cash and bank balances 206
Accounts and other payables (88)
377
Release of exchange reserve 24
Non-controlling interest (185)
Loss on disposal of a subsidiary (18)
198

Satisfied by:
Cash consideration 198

An analysis of the net outflow of cash and cash equivalents in respect of the
disposal of Gangsheng New Energy during previous year was as follows:

Cash consideration 198
Cash and cash equivalents disposed of (206)

Net outflow of cash and cash equivalents in respect
of the disposal of Gangsheng New Energy (8)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

21. DISPOSAL OF SUBSIDIARIES (continued)

(b)  On30July 2019, Jiangsu Gangyida Energy Co. Ltd.* (L&F/E 5 ZsL R AR A 7)),
an indirect wholly-owned subsidiary of the Company and Zhejiang Free Trade
Zone Qianzhu Energy Co,, Ltd* (T B B[R TMEERAMR 2 7)) (‘Qianzhu
Energy”) entered into sale and purchase agreement, pursuant to which the
subsidiary has conditionally agreed to sell and Qianzhu Energy has conditionally
agreed to purchase 100% equity interests in Puyang Green Dynamic New
Energy Co., Ltd* (F5ARBY¥TEEIRB R A F]) (‘Puyang Green Dynamic”) at a
consideration of RMB16,380,000.

After the completion of the disposal of the 100% interest in Puyang Green
Dynamic on 19 September 2019 and Puyang Green Dynamic has ceased to be a

subsidiary of the Group.

HK000
Property, plant and equipment 24,555
Inventory 125
Deposits and other receivables 829
Cash and bank balances 166
Deposit for acquisition of plant and equipment 97
Accounts and other payables (15,774)

9,998

Release of exchange reserve (310)
Gain on disposal of a subsidiary 8,353

18,041
Satisfied by:

Cash consideration 18,041
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

21. DISPOSAL OF SUBSIDIARIES (continued)
(b)  (continued)

An analysis of the net inflow of cash and cash equivalents in respect of the
disposal of Puyang Green Dynamic during the period was as follows:

Cash consideration 18,041
Cash and cash equivalents disposed of (166)

Net inflow of cash and cash equivalents in respect
of the disposal of Puyang Green Dynamic 17,875

(©  On 24 July 2019, CLNG Natural Gas Co., Ltd. (BRERAR AR E TR A)),
an indirect wholly-owned subsidiary of the Company and Henan Xinhemei
Clean Energy Co., Ltd* (A ra & MZEIFZELIRBR A F) ("Henan Xinhemei")
entered into sale and purchase agreement, pursuant to which the Company has
conditionally agreed to sell and Henan Xinhemei has conditionally agreed to
purchase 51% equity interests in Henan Jingang Energy Co., Ltd* (AR & /& RE
JRAEBR A 7)) ("Henan Jingang”) at a consideration of RMB700,000.

After the completion of the disposal fo the 51% interest in Henan Jiangang on
30 July 2019 and Henan Jingang has ceased to be a subsidiary of the Group.

HK000
Cash and bank balances 1,102
Non-controlling interest (540)
Gain on disposal of a subsidiary 209
771
Satisfied by:
Cash consideration 771
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21. DISPOSAL OF SUBSIDIARIES (continued)
(©)  (continued)

An analysis of the net outflow of cash and cash equivalents in respect of the
disposal of Henan Jingang during previous year was as follows:

Cash consideration 771
Cash and cash equivalents disposed of (1,102)

Net outflow of cash and cash equivalents in respect
of the disposal of Henan Jingang (331)

(d  On 1 July 2020, CLNG Natural Gas Co. Ltd (BEERARBREE A A, an
indirect wholly owned subsidiary of the Company and Xi‘an Sisheng Energy
Technology Co., Ltd. (AL BREEIRFEMB MR AR (“Sisheng Energy”)
entered into sale and purchase agreement, pursuant to whichthe Company
has conditionally agreed to sell and Sisheng Energy has conditionally agreed to
purchase 51% equity interests in Shannxi Gangneng Natural Gas Co,, Ltd. (B&78
LR RRABR A A (“Shannxi Gangneng Natural Gas”) at a consideration of
RMB149,890. Completion of the share transfer took place on 6 August 2020 and
Shannxi Gangneng Natural Gas has ceased to be a subsidiary of the Group.
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FINANCIAL STATEMENTS

21. DISPOSAL OF SUBSIDIARIES (continued)

(d)  (continued)

HK000
Deposits and other receivables 843
Cash and bank balances 1
Accounts and other payables (114)
730
Loss on disposal of a subsidiary (564)
166
Satisfied by:
Cash consideration 166

An analysis of the net inflow of cash and cash equivalents in respect of the
disposal of Shannxi Gangneng Natural Gas during the period was as follows:

Cash consideration 166
Cash and cash equivalents disposed of M

Net inflow of cash and cash equivalents in respect
of the disposal of Shannxi Gangneng Natural Gas 165
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22. ACQUISITION OF ADDITIONAL INTERESTS IN SUBSIDIARIES

(@  On 13 February 2018, (i) CLNG Natural Gas Co,, Ltd (BRERXARERE (TR R))
("Purchaser 1), an indirectly wholly-owned subsidiary of the Company, entered
into an equity transfer agreement with Liu L|gang (BISZ[I), Gu Zhigang (A&
fil), Zheng Fuhe (E548%0) and Guo Zhilun (28 ) (‘HDGT Vendors”), pursuant
to which HDGT Vendors have agreed to sell, and Purchaser | has agreed to
purchase, the 35% equity interests in Hebei Dezhong Gas Trading Co., Ltd (JA]
EFRRTE HBERAT]) ("Hebei Dezhong”) for a cash consideration of
RMB8,520,000; and (i) CLNG Hubei Energy Co, Ltd. (%8t G#dl) BEIR AR A 7))
("Purchase 11"), an indirectly wholly-owned subsidiary of the Company, entered
into an equity transfer agreement with Hubei Guoshun New Energy Co., Ltd.
CHIEEEFTRE IR B PR A B]) ("HGTRQ Vendor”), pursuant to which the HGTRQ
Vendor has agreed to seH, and Purchaser Il has agreed to purchase, the 40%
equity interests in Hubei Gangshun Tian Ran Qi Co,, Ltd. (1L BIER AT E R
A a]) ("Hubei Gangshun”) for a cash consideration of RMB8,650,000. After the
completion of acquisition of 35% equity interests in Hebei Dezhong and 40%
equity interest in Hubei Gangshun, Hebei Dezhong and Hubei Gangshun have
become wholly-owned subsidiaries of the Company.

For acquisition of 40% interests of Hubei Gangshun

HK000

Carrying amount of Hubei Gangshun on the acquisition date 8,850
Carrying amount of non-controlling interests on the

acquisition date 3,540

Consideration (RMB8,650,000) (10,130)

Difference recognised in special reserve (6,590)
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22. ACQUISITION OF ADDITIONAL INTERESTS IN SUBSIDIARIES (continued)
(@) (continued)

For acquisition of 35% interests of Hubei Dezhong

HK'000

Carrying amount of Hubei Dezhong on the acquisition date (6,538)
Carrying amount of non-controlling interests on the

acquisition date (2,288)

Consideration (RMB8,520,000) (9,976)

Difference recognised in special reserve (12,264)

For details, please refer to the announcement on 14 February 2018 and circular
dated 24 August 2018 of the Company.

(b)  During the previous period, the Company entered into equity transfer
agreements to acquire additional interests from non-controlling interests of
certain subsidiaries, namely 28 )i #48 X A B PR 22 B(“Ningbo Gangfu"), /A
B R ARAREBR 2] ("Hebei Gangzhong”) and Shandong Aohai, with cash
considerations of HK$119,000, Nil and HK$2,076,000, respectively. After the
completion of acquisitions of the equity interests, the three subsidiaries became
wholly-owned subsidiaries of the Company.
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22. ACQUISITION OF ADDITIONAL INTERESTS IN SUBSIDIARIES (continued)
(b)  (continued)

For acquisition of 1% interests of Ningbo Gangfu

HK000
Carrying amount of Ningbo Gangfu on the acquisition date 11,731
Carrying amount of non-controlling interests on the
acquisition date 17
Consideration (RMB100,000) (119)
Difference recognised in special reserve (2)
For acquisition of 7% interests of Hebei Gangzhong
HK000
Carrying amount of Hebei Gangzhong on the acquisition date 2,057
Carrying amount of non-controlling interests on the acquisition
date 144
Consideration (RMB Nil) —
Difference recognised in special reserve 144
For acquisition of 40% interests of Shandong Aohai
HK000
Carrying amount of Shandong Aohai on the acquisition date (439)
Carrying amount of non-controlling interests on the acquisition
date (176)
Consideration (RMB1,800,000) (2,076)
Difference recognised in special reserve (2,252)
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23. RELATED PARTY TRANSACTIONS

(@) Saved as disclosed elsewhere in these financial statements, the Group had the
following material transactions with its related parties during the period.

Six months ended

30 September 31 September

2020 2019
(Unaudited) (Unaudited)
HK’000 HK000
Service fee income from a related company
owned by an executive Director and the
substantial shareholder - 93
Interest expense on loans from an executive director
and the substantial shareholder 12,090 14,735

Dr. Kan is an executive director and the chairman of the Company. As such,
Dr. Kan is a connected person of the Company pursuant to Chapter 14A of the
Listing Rules. Thus, the transactions mentioned above constitute continuing
connected transactions for the Company under the Listing Rules.

(b)  The Company entered into loan facility agreements with Dr. Kan in relation
to the provision of standby facilities of HK$800,000,000 (31 March 2020:
HK$800,000,000) to the Company by Dr. Kan. At 30 September 2020, this
facility had been utilised to the extent of HK$469,681,000 (31 March 2020:
HK$468,781,000).
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23. RELATED PARTY TRANSACTIONS (continued)
() Compensation of key management personnel

The remuneration of key management personnel during the period was as

follows:
Six months ended
30 September 31 September
2020 2019
(Unaudited) (Unaudited)
HK’000 HK000
Shor-term benefits 6,119 10,869
Post-employment benefits 554 2,548
Share-based payments 1,336 -

8,009 13,417

24, COMMITMENTS

At the end of reporting period, the Group had outstanding capital commitments as

follows:—

Period ended Year ended
30 September 31 March
2020 2020
(Unaudited) (Audited)
HK’000 HK000

Contracted but not provided for
Plant and machinery 330,824 317,731
Capital contribution to subsidiaries - 4573

330,824 322,304
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group aims to “address the persistent problem of air pollution and improve the
environment” and is committed to promoting the application of clean energy — natural
gas in the PRC. The Group has launched a complete industry chain of liquefied natural
gas (LNG) by establishing upstream LNG sources, midstream logistics, downstream end-
users and clean energy centers. It interprets a new business model of a LNG company by
integration the production, supply, storage, sales and transportation of liquefied natural gas
(LNG) market, and has become a package solution provider of regional gas utilization with
national influence. In recent years, the business scope of the Group includes investment and
construction in the following areas across the country: LNG peak regulation reserve stations,
Dewar bottle filling stations, township gasification, LNG oil-and-gas stations, as well as LNG
tanks, tank trucks, logistics, trade, financial leasing and other fields related to LNG.

In response to the national strategy of “building the Guangdong-Hong Kong-Macau Greater
Bay Area” advocated by President Xi Jinping, the Group adjusted its strategic planning
in due course. After conducting a comprehensive understanding as well as analysis and
investigation on the basic conditions, geographical advantages, transportation conditions,
investment environment, industrial policies, and headquarters economy support policies
of the cities in the Greater Bay Area, the Group has moved its mainland headquarters from
Shanghai to Zhuhai, a core city of Guangdong-Hong Kong-Macau Greater Bay Area, in May
2020.

Benefiting from the stable development of China’s macroeconomy, as well as the guidance
of national strategies of "high-quality development is a crucial goal of China’s natural gas
industry during the 14th Five-Year Plan period” and “intensifying efforts to promote the
development of the natural gas industry is China’s current important strategic policy”, the
domestic natural gas market has been unprecedentedly prosperous. The Group has rapidly
developed by seizing opportunities in this wave.
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MANAGEMENT DISCUSSION AND ANALYSIS

In respect of the Group’s LNG logistics segment, the Company owned a LNG fleet of 275
tank trucks and 1,275 LNG tank containers, combining with the tank-container multimodal
transportation system, to achieve the integration of gas source, logistics and terminals, build
large-scale storage plants, distribution bases and clean energy supply centers in the four
major regions of north, south, east and northwest China while actively promoting the reform
of LNG transportation. The Company also strived to create an environmental-friendly, safe
and convenient logistics and trading system with the aggregate amount of logistics and
trading system integration and LNG transportation capacity ranking the first. From 1 April to
30 September 2020, outstanding performance was achieved as the transportation volume of
LNG delivered by the Group’s own logistics fleet has reached 154,024,085 tonne-kilometers,
representing an increase of 247% as compared with the corresponding period of last year,
achieving operating income of HK$102,870,000 with a 6-month gross profit margin of 14.9%.

In the field of natural gas terminal utilization, the business has expanded to 17 provinces and
cities across the country, serving over 300 terminal users, forming a “five-in-one” terminal
business pattern of industrial gasification stations, peak reserve modulition centers, Dewar
bottle filling stations, gas-filling stations, and heating and decentralized energy, together
with our regional gas pipeline network, the Company is truely a package solution provider
for regional gas utilization. The “two stations and one storage” located in Huanggang area
of Hubei Province have completed construction and commenced production in October
2019. Of which, the Huanggang reserving bank, Guanshan gas station and Nanhu gas station
were completed in November 2018, April 2019 and October 2019, respectively. Due to the
advantageous location of the Nanhu gas station, its traffic volume was large. For the six
months ended 30 September 2020, it reached a single-day refueling volume of up to 30
tons and a single-day turnover of up to HK$139,595, showcasing a larger room for future
improvement.
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In the field of investment, with the expansion of the national natural gas market demand,
the demand for coal-to-gas, vehicle-to-gas, and ship-to-gas conversion correspondingly
expanded. The Group will increase investment in energy centers in the entire region of
Hubei, Hunan, Guangdong, Guangxi and Jiangxi in the coming three years, and has obtained
franchise rights in multiple regions. In 2020, the Group will fully finalize the five projects in
progress, namely Guangshui City Clean Energy Comprehensive Utilization Project, Jingdezhen
Clean Energy Comprehensive Utilization Project, Huanggang Reverse Transmission Project,
Lu‘an Branch Intersection Clean Energy Center Project, and Guzhen Town Clean Energy
Center Project. The Group also intends to complete pipeline laying in areas where the
franchise has been obtained within 2-3 years, and connect gas to more than 300,000 rural
households, benefiting over 2 million people.

At present, China LNG Group has become a renowned enterprise in the industry with strong
supply capacity, high service quality, favourable user reputation, and obvious resource
advantages.

For the six months ended 30 September 2020, the LNG business of the Group still recorded
losses, yet it was significantly better as compared with the corresponding period, which is
attributable to:

1. In the first half of 2020, being 1 April 2020 to 30 September 2020, the period was not
a heating season. It was a traditional low season for the LNG industry and the market
supply and demand was relatively eased. During the epidemic, the logistics industry
was severely affected, logistics vehicles were unable to operate normally at the
beginning of the first half of the year. In a few months after, the epidemic situation has
improved, the logistics market recovered significantly, and freight rates had as well
shown favourable momentum. Both logistics business and terminal projects recorded
profits.
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2. The Group invested in the establishment of point-to-point supply for end users in
the previous period. Impacted by the domestic epidemic and a slowdown in China’s
economy, the end-user LNG demand of some point-to-point supply decreased and
suspended. The decrease in sales of point-to-point supply for end users resulted in the
increase in unit management cost and unit operating cost of end-user companies. In
other words, businesses of multiple companies under the Group were in an integrated
state, while fixed costs and some related expenses were still incurring.

3. Due to the relatively large scale of the Group, the gross profit generated from the
improvement in logistics and terminal business in the first half of the year as well as
the strengthening of the Group’s management was yet to cover the cost of the entire
group.

4, The Group insisted on taking the in-depth development of LNG market segment as the
basis. It actively developed the three-in-one (including Dewar bottle filling, township
or regional franchise and peaking reserve (connected to high pressure pipeline
network)) regional energy supply center projects and LNG refilling station projects.
The construction of Nanhu LNG refilling station in Hubei, Huanggang LNG peaking
reserve and Dewar bottle filling station (phase I) and Huanggang Sinopec Guanshan
LNG refilling station were completed and put into trial operation. Meanwhile, land
purchases for the Lu'an Fenglukou peaking reserve project in Anhui, Chengde peaking
reserve project and Guangchang clean energy supply center project in Jiangxi were
completed, and the construction of the city gas pipeline network of Lu’an Guzhen
Industrial Park, the city gas pipeline network of Chengde Liugou Industrial Park, the
township gas pipeline network under the Yu'an District of Lu‘an, the city gas pipeline
network of Gaoyi Ceramic Industrial Park, Huanggang LNG peaking reserve and
connection line project of the Hubei natural gas high pressure gas pipeline network
were underway and large amount of funds had been invested at the early stage. At the
same time, market research and development in certain areas of the mainland market
were currently in progress, which also require corresponding expenses.
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SALES AND DISTRIBUTION OF LNG
Point-to-point supply (point supply)

The Group rationally developed single point direct supply for industrial end-users and
selectively developed industrial point supply projects to lower project investment risk and
ensure the long-term sustainable and steady operation of the industrial single point direct
supply projects. As of 30 September 2020, the Group obtained a point-to-point LNG supply
volume of 18,196 tons (total volume of approximately 26,202,240 cubic metres) for industrial
end-user projects and a revenue of approximately HK$69,855,000.

Wholesale of LNG (trade)

As of 30 September 2020, the Group obtained a LNG wholesale volume of 37,149 tons
(total volume was approximately 53,494,560 cubic metres), which was mainly derived from
the supply of LNG trucks. The Group obtained revenues related to the wholesale of LNG of
approximately HKS$116,762,000.

Distribution of LNG

As of 30 September 2020, the Group's fleet comprised 281 LNG refilling trucks and tail-lift
trucks for transportation. The Group's fleet achieved a load/distance ratio of 146,798,000
tonne-kilometers, with an external transportation revenue of approximately HK$100,170,000.
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Finance leasing
For the Period, the Group's finance lease companies did not commence any new project.

As at 30 September 2020, receivables under LNG finance lease arrangements and LNG
finance lease receivables were approximately HK$2,684,000 and HK$6,268,000 respectively.
During the Period, the Group achieved finance income of approximately HK$739,000 from
finance leasing services for LNG vehicles, vessels and equipment.

Trading of securities

The Group conducts its trading of Hong Kong securities business through Key Fit Group
Limited, and did not carry out any securities trading for the six months ended 30 September
2020.

Securities brokerage

The Group conducts its securities brokerage business through China Hong Kong Capital Asset
Management Limited ("CHKCAML"). CHKCAML is registered as a licensed corporation under
the Securities and Futures Commission of Hong Kong (the “SFC”) to carry on Type 1 (Dealing
in Securities) and Type 9 (Asset Management) regulated activities under the Securities and
Futures Ordinance (the “"SFO"). CHKCAML has ceased its securities brokerage business on 1
April 2020. Type 1 license was returned to the Securities and Future Commission of Hong
Kong (“SFC").

Financial service

The Group conducts its financial services operation through its money lending business
under the Money Lenders Ordinance in Hong Kong. For the six months ended 30 September
2020, all the loans granted under the money lending business of the Group were secured
loans and were funded by internal resources. During the Period, the Group recorded interest
income from money lending business of approximately HKS$1,286,000.
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MANAGEMENT DISCUSSION AND ANALYSIS

Revenue

Revenue decreased by approximately 71.7% from approximately HKS$1,024,666,000 for the six
months period ended 30 September 2019 to approximately HK$289,500,000 for the Period. It
was mainly due to the Group's business transformation, trade business transfer and terminal
projects integration.

Revenue derived from provision of finance leasing services for LNG vehicles, vessels and
equipment decreased by approximately 60.9% from approximately HK$ 1,895,000 for the
six months period ended 30 September 2019 to approximately HK$740,000 for the Period
because of no new lease was granted.

Revenue derived from sales and distribution of LNG including point-to-point supply
of LNG and wholesale of LNG decreased by approximately 80.8% from approximately
HK$969,751,000 for the six months period ended 30 September 2019 to approximately
HKS$186,617,000 for the Period because of the reduction in domestic LNG terminal business
affected by the COVID-19 epidemic.

No revenue was derived from trading of securities for the Period, which was mainly due to
the Group decided to concentrate on the LNG business in China.

No revenue was derived from provision of securities brokerage, bond placing, margin
financing and securities investment business for the period as the Group has ceased the
business of provision of securities brokerage and margin financing since 1 April 2020.

Revenue derived from the financial services through provision of money lending business
decreased by approximately 85.1% from approximately HK$8,644,000 for the six months
period ended 30 September 2019 to approximately HK$1,286,000 for the Period as no new
loan had been granted to client.

Other income and gains

Other income and gains decreased by approximately 95% from approximately HK$5,874,000
for the six months period ended 30 September 2019 to approximately HK$295,000 for the
Period.
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Selling and distribution expenses

Selling and distribution expenses decreased by approximately 56.2% from approximately
HK$11,054,000 for the six months period ended 30 September 2019 to approximately
HK$4,845,000 for the Period because of the reduction in travelling expenses, employee
benefit expenses and entertainment expenses as a result of streamlining of staff during the
six months ended 30 September 2020.

Administrative expenses

Administrative expenses decreased by approximately 24.9% from approximately
HKS$70,415,000 for the six months period ended 30 September 2019 to approximately
HKS$52,897,000 for the Period, which was mainly attributable to the reduction in staff
costs and employee benefit expenses as well as travelling expenses of administrative and
management employee due to the consolidation of business and streamlining of staff during
the Period.

Finance costs

Finance costs for the Period decreased by 17.6% from approximately HK$19,168,000 for the
six months period ended 30 September 2019 to approximately HKS$ 15,799,000 for the Period.

Income tax benefit

Income tax benefit for the Period was approximately HK$5,518,800 (for the six months period

ended 30 September 2019: an expense of approximately HK$1,391,000).

During the period, The Inland Revenue Department of Hong Kong has released an updated
version of DIPN 42 which some of subsidiaries in Hong Kong have selected to be taxed at fair

value basis from the assessment year 2019/2020 obtained a taxation benefit of HK$5,518,000.

52 INTERIM REPORT 2020/21 « CHINA LNG GROUP LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND FUNDING

The Group had total cash and bank balances of approximately HK$35,578,000 as at 30
September 2020 (31 March 2020: approximately HK$50,031,000). As at 30 September 2020,
bank and other borrowings of the Group amounted to approximately HK$60,261,000 (31
March 2020: HK$63,336,000), obligation under finance lease of approximately HK$77,840,000
(31 March 2020: HK$79,517,000), loans from a shareholder of approximately HK$469,681,000
(31 March 2020: HK$468,781,000) and loan from a third party of approximately HKS$ 1,966,000
(31 March 2020: HK$1,966,000). The bank borrowings bear interest rate at range of Loan
Prime Rate plus derived 0.5% and People’s Bank of China benchmark interest rate plus
3.15%. The Group's gearing ratio is calculated as net debt divided by total equity was 238%
as at 30 September 2020 (31 March 2020: 218%). Net debt is calculated as bank and other
borrowings less bank balances and cash. Net assets were approximately HK$482,868,000 as at
30 September 2020 (31 March 2020: approximately HK$512,669,000).

The Group recorded total current assets value of approximately HK$439,521,000 as at
30 September 2020 (31 March 2020: approximately HK$462,514,000) and total current
liabilities value of approximately HK$702,962,000 as at 30 September 2020 (31 March 2020:
approximately HK$654,142,000). The current ratio of the Group, calculated by dividing the
total current assets value by the total current liabilities value, was approximately 0.63 as at 30
September 2020 (31 March 2020: approximately 0.71).

Currently, the Group's operating and capital expenditures are mainly financed by cash
generated from operation, internal liquidity, bank borrowings and fund advanced from the
controlling shareholder.

INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend (final dividend for the
year ended 31 March 2020: Nil) for the Period.
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RISK MANAGEMENT

Our principal financial instruments include financial assets at fair value through profit or
loss, loan receivables, receivables under LNG finance lease arrangements, LNG finance lease
receivables, accounts and other receivables and bank balances and cash. The main purpose
of these financial instruments is to support our LNG business, trading of securities business,
securities brokerage, bond placing, margin financing and securities investments business
and money lending business. We also have various financial assets and financial liabilities
arising from our business operations. The principal risks arising from our financial instruments
are foreign currency risk, credit risk and liquidity risk. We intend to achieve an appropriate
balance between these risks and the investment returns so as to minimise the potential
adverse impact on our business and financial condition.

Foreign currency

Transactions of the Group were mainly denominated in Hong Kong dollars, Renminbi and
United States dollars. In view of the stability of the exchange rate between these currencies,
the directors of the Company did not consider that the Group was significantly exposed
to foreign exchange risk for the Period. The Group manages its foreign exchange risk by
performing regular reviews of the Group’s net foreign exchange exposures and to mitigate
the impact on exchange rate fluctuations by entering into currency hedge arrangement, if
necessary. During the period ended 30 September 2020, no forward foreign exchange or
hedging contracts had been entered into by the Group. The Group will continue to evaluate
the Group's foreign currency exposure and take actions as appropriate.
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Credit risk

The Group's credit exposure generally arises from counterparty risk in the course of providing
finance leasing services for LNG vehicles, vessels and equipment, engaging in sales and
distribution of LNG, provision of LNG logistic services, sales of LNG vehicles, providing
securities brokerage, bond placing, margin financing and securities investment services
and money lending business. We implement our risk management system according to
our plan based on our industry research, understanding of the customer’s operations and
financial condition. The Group believe that all of these are able to strengthen our control and
management of our credit risk.

Late payment risk — in the event of late payment, we are entitled to charge interest at the
default rate on the overdue amount until the same shall be paid. Such interest will accrue
on a day-to-day basis. In addition, the Group may request a security deposit and collaterals
which the Group may apply towards the payment or discharge of any obligation owned by
the lessee for the finance leasing business.

The Group manage, limit and monitor concentration of credit risk wherever they are
identified, in particular to assess the lessee’s and the borrower’s repayment ability periodically
for the finance leasing and money lending business.

As to impairment and allowance policies, the Group assess at the end of each reporting
period whether there is objective evidence that a financial asset or group of financial assets is
impaired. No impairment allowance was made for finance lease receivables, loan receivables,
accounts and other receivables and other financial assets of the Group as at 30 September
2020.

Liquidity risk

Liquidity risk is the risk that funds will not be available to meet liabilities as they fall due.
This may arise from mismatches in amounts or time with regard to the maturity of financial
assets and liabilities. Our Group manages its liquidity risk through regularly monitoring with
the following objectives: maintaining the stability of the Group's principal business, timely
monitoring cash and bank position, projecting cash flows and evaluating the level of current
assets to ensure liquidity of the Group.
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TREASURY POLICIES

Bank balance and cash held by the Group were denominated in Hong Kong dollars, Renminbi
and United States dollars. The Group currently does not have a foreign currency and interest
rate hedging policy. However, the management of the Group monitored foreign currency
and interest rate exposure from time to time and will consider hedging significant foreign
currency and interest rate exposure should the need arise.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES OR ASSOCIATED
COMPANIES

1) On 24 July 2019, CLNG Natural Gas Co, Ltd. (BRERARBRE LA A, an indirect
wholly-owned subsidiary of the Company and Henan Xinhemei Clean Energy Co,,
Ltd.* (O] B 8 F135)5 242 R B PR 2 B]) ("Henan Xinhemei’) entered into sale and
purchase agreement, pursuant to which the Company has conditionally agreed to
sell and Henan Xinhemei has conditionally agreed to purchase 51% equity interests in
Henan Jingang Energy Co, Ltd* (7] & 482 )R B PR A 7)) (‘Henan Jingang’) at a
consideration of RMB700,000. Completion of the share transfer took place on 30 July
2019 and Henan Jingang ceased to be a subsidiary of the Group.

2)  On 30 July 2019, Jiangsu Gangyida Energy Co., Ltd* (T & /& 5 ZREIRER A7),
an indirect wholly-owned subsidiary of the Company and Zhejiang Free Trade Zone
Qianzhu Energy Co., Ltd.* (i T B E R T1TeE)RER A 7)) (‘Qianzhu Energy’)
entered into sale and purchase agreement, pursuant to which the Company has
conditionally agreed to sell and Qianzhu Energy has conditionally agreed to purchase
100% equity interests in Puyang Green Dynamic New Energy Co., Ltd.* (R34 EhFT
§2JR B R F)) ("Puyang Green Dynamic’) at a consideration of RMB16,380,000.
Completion of the share transfer took place on 19 September 2019 and Puyang Green
Dynamic has ceased to be a subsidiary of the Group.
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3)  On 6 September 2019, Zhejiang Gangneng Natural Gas Utilization Co,, Ltd* (#1178
BERARRFIBAMRE LR A), an indirect wholly-owned subsidiary of the Company,
Wang Yaojian* (E#E2) and Zhao Zhizhong* (#8775 8) entered into sale and purchase
agreement, pursuant to which the Company has conditionally agreed to sell and both
Wang Yaojian and Zhao Zhizhong have conditionally agreed to purchase 51% equity
interests in Zhejiang Gangsheng New Energy Technology Co., Ltd.* (H1/ T & B ¥TRE IR
B R A 7)) (‘Gangsheng New Energy’) at a total consideration of RMB180,000.
Completion of the share transfer took place on 27 September 2019 and Gangsheng
New Energy has ceased to be a subsidiary of the Group.

4) On 4 September 2017, the Company and the purchaser, Lihua Energy Storage
Transportation Co., Ltd (FI|ZEREIRFHEMR D AR A 7)) entered into a sale and
purchase agreement, pursuant to which the Company agreed to dispose of the entire
51% interest in Hebei Tiandao Energy Storage Transportation Co., Ltd. (] 1t K8 R
JRREEGR A R]) ("Hebei Tiandao”), which was a non-wholly-owned subsidiary of
the Group, to the purchaser. After the completion of the disposal of the 51% interest
in Hebei Tiandao at a cash consideration of approximately RMB47,900,000(equivalent
to approximately HK$57,514,000) on 4 January 2018, Hebei Tiandao has ceased to be a

subsidiary of the Group.

50 On 1 July 2020, CLNG Natural Gas Co. Ltd (BREXARBRHE LA 7)), an indirect
wholly-owned subsidiary of the Company and Xi‘an Sisheng Energy Technology
Co., Ltd. (AL BREERITIMT AR A7) ("Sisheng Energy’) entered into sale and
purchase agreement, pursuant to which the Company has conditionally agreed to
sell and Sisheng Energy has conditionally agreed to purchase 51% equity interests
in Shaanxi Gangneng Natural Gas Co,, Ltd. (BREEEBERAR AR A A (“Shaanxi
Gangneng Natural Gas’) at a consideration of RMB149,890. Completion of the share
transfer took place on 6 August 2020 and Shaanxi Gangneng Natural Gas has ceased to
be a subsidiary of the Group.
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CAPITAL COMMITMENT

As at 30 September 2020, the total capital commitments by the Group amounted to
approximately HK$330,824,000 (31 March 2020: HK$322,304,000) which were mainly made up
of contracted/authorised commitments in respect of the acquisition of plant and machinery,
capital contribution to subsidiaries and associates.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities as at 30 September 2020 (31 March 2020:
Nil).

STAFF AND REMUNERATION POLICIES

Human resources are our greatest assets. The Group always regards the personal
development of our employees as highly important. The Group believes to maintain
employees’ passion and enthusiasm as the key to its continued success and future
development. Therefore, the Group has always placed its emphasis on the importance
to talent cultivation and recruitment. The Group invests in regular training and other
development courses for employees to enhance their technical and product knowledge as
well as management skills.

As at 30 September 2020, the Group had 888 employees (31 March 2020: 878 employees),
of whom 103 were administrative staff and operating staff; 526 were LNG truck driver; 150
were technical staff; 68 were managerial staff and the remaining 41 were marketing staff.
The Group's total staff costs amounted to approximately HK$65,734,000 (for the six months
period ended 30 September 2019: approximately HK$77,300,000) for the Period. The Group
offers competitive remuneration packages to our employees. The Group remunerated its
employees mainly based on the industry practice, individual's performance and experience.
Apart from the basic remuneration, discretionary bonus and share options may be granted
to eligible employees by reference to the Group's performance as well as individual’s
performance.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased or sold or redeemed any of the
Company'’s listed securities during the Period.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 2020, the interests and short positions of the Directors and chief
executives 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 (Chapter 571 of the Laws of Hong Kong) (the “SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which they have taken or deemed to
have taken under such provisions of the SFO) or as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO, or as otherwise to be notified to the Company
and the Stock Exchange pursuant to the Model Code, were as follows:

Interest in the Company

Name of company Approximate

in which interests Long position/ percentage of

Name of Director were held Nature of interests  Short position Number of Sharesheld  shareholding
Dr.Kan Chein,Billy Albert  The Company Beneficial owner Long position 3525,733,139 Shares 6247%
(‘Dr.Kan") The Company Beneficial owner Short position 169,543,940 Shares 300%
Mr.Li Kai Yien, Arthur Albert — The Company Beneficial owner Long position 200,000 Shares 0.00%
Mr. Simon Murray (‘Mr. Murray’) The Company Beneficial owner Long position 5,000,000 Shares (Note) 0.09%
Or.Lam, Lee G. ('DrLam’) The Company Beneficial owner Long postion 10,000,000 Shares (Nore) 0.18%

Note:

These Shares represent the option shares, which were beneficially owned by Dr. Kan, were granted by Dr. Kan
to Mr. Murray and Dr. Lam upon the exercise in full of the rights pursuant to option deed agreements signed
between Dr. Kan and each of Mr. Murray and Dr. Lam.
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Interests in shares in associated corporation(s) of the Company

Name of company in

which interests were Number of Sharesheldin  Approximate percentage interests in the
Director held Nature of interests associated corporation capital of the associated corporation
Dr.Kan Key Fit Group Limited ~ Beneficial owner 69,982,878 Shares 999%

Save as disclosed above, none of the Directors or chief executives of the Company had any
interests or short positions in the 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 to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO or as recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code as at 30 September 2020.

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2020, so far as was known to the Directors and chief executives of the
Company, no other person (other than a Director or chief executive of the Company) had any
interests or short positions in the Shares or underlying shares of the Company as recorded in
the register required to be kept under section 336 of the SFO as at 30 September 2020.

AUDIT COMMITTEE

The principal responsibilities of the audit committee of the Company (the “Audit
Committee”) include the review and supervision of the Group’s financial reporting process,
risk management and internal controls. The Audit Committee has reviewed the unaudited
condensed consolidated interim results of the Group for the Period.

The Audit Committee currently comprises three independent non-executive Directors,
namely Mr. Li Siu Yui, Mr. Chow Ching Ning and Mr. Lam Lum Lee.
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CORPORATE GOVERNANCE CODE

The Company is committed to maintaining a high standard of corporate governance.
It believes that high standards of corporate governance provide a framework and solid
foundation for the Group to manage business risks, enhance transparency, maintain high
standards of accountability and protect interests of shareholders of the Company and other
stakeholders.

The Company has complied with the code provisions of the Corporate Governance Code
during the Period except for the following deviations:

1. Under the Code Provision A.2.1, the roles of chairman and chief executive officer should
be separate. The positions of chairman and chief executive officer of the Company
have been held by Dr. Kan during the Period. The Board believes that holding of both
positions of chairman and chief executive officer by the same person allows more
effective planning and execution of business strategies. The Board has full confidence
in Dr. Kan and believes that his dual roles will be beneficial to the Group.

2. Under the Code Provisions A4.1 and A.4.2, non-executive Director should be appointed
for a specific term and each Director should be subject to retirement by rotation
at least once every three years. The existing independent non-executive Directors
and non-executive Directors are not appointed for specific terms but are subject to
retirement by rotation and re-election at the annual general meeting of the Company
in accordance with the articles of association (the “Articles of Association”) of the
Company at least once every three years.

3. Under the Code Provision A.6.7, independent non-executive directors and other
non-executive directors should attend general meetings and develop a balanced
understanding of the views of shareholders. One of the non-executive directors, Mr.
Simon Murray was unable to attend the annual general meeting held on 27 August
2020. However, he subsequently requested the company secretary of the Company
to report to him on the views of the Shareholders in the general meetings. As such,
the Board considers that the development of a balanced understanding of the views
of Shareholders among the non-executive Directors and independent non-executive
Directors was ensured.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing Rules.
Having made specific enquiry of all Directors, they have confirmed that they complied with
the required standards as set out in the Model Code during the Period.

BOARD OF DIRECTORS

As at the date of this report, the executive Directors are Dr. Kan Che Kin, Billy Albert, Mr. Li Kai
Yien, Arthur Albert; the non-executive Directors are Mr. Simon Murray and Dr. Lam, Lee G,;
and the independent non-executive Directors are Mr. Li Siu Yui, Mr. Chow Ching Ning and Mr.
Lam Lum Lee.

On behalf of the Board
Kan Che Kin, Billy Albert
Chairman

Hong Kong, 27 November 2020
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