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Financial Highlights

MBRE

Revenue

Gross profit

Profit for the year

Profit for the year
attributable to owners
of the Company

Earnings per Ordinary
Share

— Basic

— Diluted

Gross profit margin
(Note)

Profit margin for the year
(Note)

WA
EF
FAFHE
FRARNRBHEE ARG
Yoz

EME (f:2)

FREMEEX (Hit)

6,102,638
727,322
332,753

325,833

HK cents
B

24.1
24.0

Percentage

Bk

11.9%

5.5%

4,842,926
855,441
410,025

399,659

HK cents
JEN

29.6
29.5

Percentage
Bk

17.7%

8.5%

26%
-15%
-19%

-18%

Percentage
BT

-19%
-19%

Percentage
point
B 5%

-5.8

-3.0
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Financial Highlights
MBERE

Current assets RENEE 1,935,797 1,700,664 14%
Total assets WEE 8,570,664 8,179,625 5%
Total equity arEL 2,285,986 2,322,787 -2%
Current liabilities mENBE 3,788,969 3,400,294 11%
Total liabilities mak 6,284,678 5,856,838 7%
Percentage

Percentage Percentage point

B AL B 57 %

Average finance costs FHEBMEKR (A7)

(Note) 4.6% 4.4% 0.2
Return on average equity FEIIA[E K (47:F)
(Note) 14.6% 19.1% -4.5
Note: Bzt -
Definitions Ex
e Gross profit margin e Average finance costs o ERFE o FIBERA
Gross profit divided by Weighted average interest FEHMBRAMA hniEFH RS H
Revenue expenses divided by Weighted KR DA DNE T 18
average borrowings KRB
e Profit margin for the year ¢ Return on average equity o FEREE o FHRAMEFR
Profit for the year divided by Profit attributable to owners FENBEBRAKA  FARRAEEA
Revenue of the Company during the JE 5 F) 3 BR DA AR
year divided by Average NEER AENL
equity attributable to TR

owners of the Company
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Chairman’s Statement

EFRERE

On behalf of the board of directors (the “Board”) of Binhai
Investment Company Limited (the “Company”), | am
delighted to present the annual report of the Company
and its subsidiaries (collectively, the “Group”) for the year
ended 31 December 2022. The Group recorded a revenue
of approximately HK$6.10 billion for the year ended 31
December 2022 (2021: HK$4.84 billion), which represented
an approximately 26% increase compared with previous
year. Profit of the Group amounted to approximately HK$333
million for the year (2021: HK$410 million), representing an
decrease of approximately 19% from previous year.

PERFORMANCE REVIEW

During 2022, the global spot price for natural gas, especially
LNG, continued to rise, demonstrating the characteristic
of “high price and limited quantity”. Due to the intensified
geopolitical conflicts, the tighter gas supply in some parts
of Europe led to a sharp rise in gas prices, which has
extended to other major gas consumption regions in the
world, triggering an unprecedented energy crisis in decades.
However, in Mainland China, as the domestic epidemic
situation has improved generally and production and daily
life have quickly returned to normal, the economic and social
vitality and potential have been unleashed, providing impetus
to the recovery of people’s livelihood. Closely following
the guidelines of the National Development and Reform
Commission, the Group has improved its business network
and enhanced its gas storage and peak shaving capability
to ensure stable gas supply to residential users. In addition,
since the launch of energy supply guarantee in winter by
the State-owned Assets Supervision and Administration
Commission, the National Oil and Gas Pipeline Network
Group Corporation by leveraging on its centralized regulation
advantage of “a single network nationwide” has intensified
the acquisition of natural gas resources while ensuring that
the resources of gas fields were maintained at a high level,
hitting a record high of gas transmission through main
natural gas pipelines in Mainland China. Meanwhile, new
energy and comprehensive energy services in Mainland
China have entered a stage of rapid development, and are
implementing upgrades towards the direction of low carbon
and green practices. By expanding its business scale and
seizing the opportunities arising from demand growth, the
Group has contributed to realizing “carbon peak and carbon
neutral”.

Binhai Investment Company Limited &/&§1% &5 R A @l
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Chairman’s Statement

EREHRE

In the area of enterprise operations, during 2022, the
number of regular customers from the construction and
installation of gas engineering works of the Group increased
by 106 thousand, down by 35% year-on-year and the
aggregate number of customers amounted to 2,299
thousand. The recorded sales volume of piped natural
gas was 2.03 billion cubic metres, up by 3% year-on-year,
among which the sales volume of pipeline gas amounted
for 1.44 billion cubic metres, up by 15% year-on-year, and
achieved 0.59 billion cubic metres of natural gas pipeline
transmission for the year, down by 17% year-on-year. In
the mid year, Tianjin TEDA Investment Holding Company
Limited (REFEREZERER A FA]) (“TEDA”) and Sinopec
Natural Gas Co., Ltd. (FBI AL XARBERETLT LA
(“Sinopec”), both being major shareholders of the Group,
signed the “Framework Agreement on Further Promoting the
High-quality Development of Binhai Investment Company
Limited”, had vigorously promoted the Group to increase its
market share and improve its performance, and enhanced
the Group’s influence and competitiveness in the natural
gas sector. Driven by this key framework agreement, the
Group issued several project announcements in the second
half of the year, demonstrating its commitment under the
agreement, and at the same time continuing to expand
its gas business to capture the opportunities of clean
energy development while enhancing its market share
in Tianjin. Meanwhile, the Group acquired certain equity
interests in a subsidiary of Sinopec that operates LNG
terminal to significantly enhance its gas storage and peak
shaving capability, and improved its business network, thus
promoting the integration of the Group’s industrial chain. It
also established the Southern Group to manage its business
in South China, so as to enhance synergies and seek more
opportunities in relation to regional integration development
and external expansion. In addition, the Group continued to
make efforts in expanding its gas business, to consolidate
its dominant position in gas operation by acquiring the entire
equity interests of Nanjing Jinping Gas Company Limited (F8
& RBE AR A A)(“Nanjing Jinping”). In November 2022,
the Group entered into a cooperation framework agreement
for energy supply with Tianjin Xing Cheng Investment and
Development Company Limited (KZEHIKEHEE AR A
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B TEZEEHREHIIL106 TF
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B ERARETSEBENRER - £
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Chairman’s Statement

EFRERE

A]), which laid a solid foundation for the Group to transform
from an urban gas supplier to a high-quality comprehensive
energy operator while expanding comprehensive energy
business. During the year, by taking a number of measures,
the Group strived to obtain more gas supply guarantee and
improve its peak shaving capability by way of gas storage
in winter, and on the other hand, expanded its business
scale and plan through mergers and acquisitions, so as to
continuously improve its profitability.

PROSPECTS

Stepping into 2023, the world has entered into the post-
epidemic era, the Joint Prevention and Control Mechanism of
the State Council of the Central People’s Government issued
the “Overall Plan for Implementing Class B Management for
Category B Infectious Diseases against COVID-19”, upon
which, the epidemic prevention and control in Mainland
China would aim to protect health and prevent severe cases
and to minimize the impact of the epidemic on economic
and social development. The recovery of social activities has
brought about economic rebound. Against the backdrop
of the gradually improving market environment, the factors
affecting the development of the energy industry in the past
have also successively turned for the better.

Due to the increasing cooperation with different countries
in the world, Mainland China’s natural gas sources have
become diversified. While domestic gas production
maintains at an increasing trend, new progress has also
been made in the imported natural gas. The Sino-Russian
East Line Natural Gas Pipeline Project, “Siberian Power”
natural gas pipeline in Russia, was completed at the end
of last year, and Sinopec entered into a LNG sale and
purchase agreement with Qatar Energy for a term of 27
years. Diversified natural gas sources will strongly ensure
the steady and healthy development of natural gas market
in Mainland China. Supported by the slowdown in growth of
natural gas prices and the recovery of domestic economy,
the natural gas demand will maintain a rapid growth in
Mainland China. The Group believes that, as the supply and
demand of natural gas have improved this year, the energy
industries such as natural gas are expected to hit a new high
in 2023.
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Chairman’s Statement

ERERE

At present, since the domestic gas consumption has
increased significantly, gas safety is facing greater pressure
and challenges. The Group has consistently adhered to the
green safety concept of “prioritize life; safety first; low carbon
and environmental friendly; harmonious coexistence (4 @5
2 ZEE— KRR MHEHEA), and committed to
fundamentally eliminating hidden dangers and solving the
problems to improve the intrinsic safety level of gas in a full
range, in addition to expanding and strengthening its gas
business. Furthermore, the Group simultaneously promotes
digitalized, informationized and intelligent construction,
with a view to lead the intelligent upgrading of the industry
by digital and intelligent means, and to speed up the
transformation into a comprehensive energy advocator and
operator in Mainland China.

On behalf of the Board, | hereby extend my sincere gratitude
to the shareholders, customers, staff, business partners
and other stakeholders for their strong support towards the
Group.

On behalf of the Board
Binhai Investment Company Limited

Hu Hao
Chairman of the Board

Hong Kong, 23 March 2023
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Management Discussion and Analysis

BEEENWED N

BUSINESS REVIEW

The Group is principally engaged in the sales of piped
natural gas, construction and gas pipeline installation
service, gas passing through service and sales of bottled
natural gas.

Sales of Piped Natural Gas

For the year ended 31 December 2022, consumption
of piped natural gas by domestic and industrial users
amounted to approximately 11,390 x 10% and 38,941 x 10¢
mega-joules respectively, as compared to 10,317 x 10°
and 33,619 x 10° mega-joules respectively for the year
ended 31 December 2021. During the year, income of
the Group from sales of piped natural gas amounted
to HK$5,380,406,000, representing an increase of
HK$1,368,504,000 or approximately 34% compared to the
amount of HK$4,011,902,000 recorded for the year ended
31 December 2021.

Construction and Gas Pipeline Installation Service

The Group constructs gas pipelines for its clients and
connects such pipelines to the Group’s main gas pipeline
networks. The Group then charges construction and
gas pipeline installation service fees from industrial and
commercial customers, property developers and property
management companies. As at 31 December 2022, the
aggregate length of city medium-pressure gas pipeline
networks was approximately 3,721 kilometres, representing
an increase of 147 kilometres from the length of 3,574
kilometres as at 31 December 2021, while the aggregate
length of city high-pressure and sub-high-pressure gas
pipeline networks was approximately 648 kilometres,
representing an increase of 12 kilometres from the length
of 636 kilometres as at 31 December 2021. For the year
ended 31 December 2022, income of the Group from
construction and gas pipeline installation service amounted
to approximately HK$646,835,000, representing a decrease
of HK$96,045,000 or approximately 13% compared to the
amount of HK$742,880,000 recorded for the year ended 31
December 2021.
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Management Discussion and Analysis

BEENWED

Gas Passing Through Service

The Group transports gases for clients through gas pipeline
networks and charges passing through fees. For the year
ended 31 December 2022, the volume of gases transported
by the Group for its clients amounted to 593,010,423
cubic metres and gas passing through service income
amounted to HK$51,104,000, representing a decrease
of approximately HK$9,063,000 or approximately 15%
compared to the amount of approximately HK$60,167,000
recorded for the year ended 31 December 2021.

Property Development

As at 31 December 2022, the Group held a piece of land
under development of approximately 15,899.6 square
metres located to the east of Central West Road, west of
Central Road, north of Xi San Road and south of Xi Er Road
in the Tianjin Airport Economic Area in the Binhai New Area
of the PRC, under land use rights for commercial use for a
term of 40 years from 31 December 2009.

In view of the Group’s current strategic direction which
focuses on the development of the gas business, the Group
plans to dispose of the above property under construction.
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Management Discussion and Analysis

BEEENWED N

FINANCIAL REVIEW

Gross Profit Margin

Gross profit of the Group for the year ended 31 December
2022 was approximately HK$727 million (2021: HK$855
million) and the gross profit margin for the Group was
approximately 12% (2021: 18%). The decrease in gross
profit margin was mainly due to the increase in purchase
cost of natural gas.

Administrative Expenses

Administrative expenses of the Group for the year ended
31 December 2022 was approximately HK$315 million,
representing an increase of approximately HK$9 million or
3% compared to approximately HK$306 million for the year
ended 31 December 2021, which was mainly attributable to
an increase in research and development expenses.

Profit Attributable to Owners of the Company

Profit attributable to equity owners of the Company for the
year ended 31 December 2022 was approximately HK$326
million, as compared to approximately HK$400 million for the
year ended 31 December 2021. Profit attributable to equity
owners of the Company excluding the net foreign exchange
loss recorded in profit or loss amounted to approximately
HK$410 million for the year ended 31 December
2022, representing an increase of 9% as compared to
approximately HK$375 million (excluding the net foreign
exchange gain recorded in profit or loss) for the year ended
31 December 2021. The Group recorded a net exchange
loss of approximately HK$84 million caused by fluctuations
in RMB exchange rate in 2022 (2021: net exchange gain of
approximately HK$25 million).

Basic earnings per share for the year ended 31 December

2022 was HK$24.1 cents, as compared to HK$29.6 cents
for the year ended 31 December 2021.
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EEENWED

Liquidity and Financial Resources

As at 31 December 2022, the total borrowings of the Group
amounted to approximately HK$3,904,259,000 (2021:
HK$3,124,749,000) and the cash and bank deposits of
the Group amounted to approximately HK$1,018,114,000
(2021: HK$897,261,000), which included cash and
cash equivalents of approximately HK$845,250,000 and
restricted cash of approximately HK$172,864,000. As at
31 December 2022, the Group had consolidated current
assets of approximately HK$1,935,797,000 and its current
ratio was approximately 0.51. As at 31 December 2022,
the Group had a gearing ratio of approximately 57%. This
ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings (including current and
non-current borrowings and lease liabilities as shown in the
consolidated statement of financial position) less cash and
cash equivalents. Total capital is calculated by adding total
equity and net debt.

Borrowings Structure

As at 31 December 2022, the total borrowings of the
Group amounted to approximately HK$3,904,259,000
(2021: HK$3,124,749,000). Syndicated borrowing was
denominated in USD, carrying the interest at the rate of
2.6% plus London Interbank Offered Rate (“LIBOR”) per
interest period before 12 December 2022, and LIBOR was
changed to Secured Overnight Financing Rate (“SOFR”)
from 12 December 2022 pursuant to a supplemental
agreement. Secured borrowings from banks were
denominated in RMB, carrying interests at rates ranging
from 3.0% to 5.0% per annum. Unsecured borrowing from
bank was denominated in HK$, carrying interests at rates of
2.40% plus Hong Kong InterBank Offered Rate (“HIBOR”).
Other secured borrowings carry interests at the rates ranging
from 4.10% to 4.45% per annum. As at 31 December 2022,
short-term borrowings and the current portion of long-term
borrowings amounted to approximately HK$1,575,868,000,
while the remainder were long-term borrowings falling due
after one year or above.
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Management Discussion and Analysis
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Directors’ Opinion on Sufficiency of Working Capital

As at 31 December 2022, the Group’s current liabilities
exceeded its current assets by approximately
HK$1,853,172,000. The Group’s ability to continue as a
going concern largely depends on the sufficiency of financial
resources available to the Group. The Directors are of the
view that the Group will have sufficient working capital to
meet its financial obligations as and when they fall due in the
next twelve months from 31 December 2022.

Exposure to Exchange Rate Fluctuations

The majority of the Group’s transactions are denominated
in the functional currency of the respective group entities.
Part of the deposits and bank borrowings of the Group are
denominated in HK Dollars and US Dollars which expose
the Group to certain foreign currency risks. For the year
ended 31 December 2022, net foreign exchange loss for
the financing activities amounted to approximately HK$84
million. The Group does not currently have a foreign currency
hedging instrument. However, the management of the
Company has been monitoring foreign exchange risks and
will consider hedging significant foreign currency exposure
should the need arise.

Charge on the Group’s Assets

As at 31 December 2022, the Group had restricted cash of
HK$172,864,000 (2021: HK$155,080,000). The net carrying
amount of pipelines and equipment as at 31 December 2022
amounting to approximately HK$742,762,000 were pledged
as security for the borrowings.
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Management Discussion and Analysis
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Contingent Liabilities

As at 31 December 2022, the Group did not have any
significant contingent liabilities.

EMPLOYEES

As at 31 December 2022, the Group had 1,722 employees
(2021: 1,674 employees). For the year ended 31 December
2022, the salaries and wages of the employees amounted
to approximately HK$216 million (2021: HK$210 million) and
among these, approximately HK$42 million were recorded in
research and development expenses (2021: HK$38 million).

REMUNERATION POLICY

The remuneration of the employees of the Group is
determined by reference to the market rates, and the
performance, qualification and experience of the relevant
staff. Also, a discretionary bonus based on individual
performance during the year is distributed to reward the
contributions of employees to the Group. The Group also
provides training opportunity and other benefits to its
employees, including pension insurance, unemployment
insurance, injury insurance, medical insurance, maternity
insurance and housing fund, etc. In addition, a share option
scheme was adopted on 13 January 2021 as an incentive
and award plan for senior management and personnel of the
Group.
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Corporate Governance Report

TREGHRE

The Board is pleased to present the corporate governance
report of the Company for the year ended 31 December
2022.

CORPORATE GOVERNANCE
PRACTICES

The Board is in charge of the management of the entire
business of the Group and assumes overall responsibility
for the leadership and control of the Group, collectively
responsible for promoting the success of the Group
through giving instructions and supervising its business.
The Board believes that good corporate governance
practices would strengthen investors’ confidence, facilitate
the development of the Group, and increase transparency
of the operation of the Group, all of which are in the
long term interest of the Group and the shareholders
of the Company (“Shareholders”). For the year ended
31 December 2022, the Company had fully complied with
the code provisions as set out in Appendix 14 (Corporate
Governance Code) (the “CG Code”) of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock
Exchange”), except for code provision F.2.2 of the CG
Code which provides that the chairman of the board should
attend the annual general meeting. Due to conflict with
other important business engagement, Mr. WANG Zhiyong,
the former chairman of the Board of the Company, was
unable to attend the 2022 annual general meeting held
on 13 May 2022 (the “2022 AGM”). Mr. ZUO Zhi Min, an
executive Director and the Vice Chairman of the Company
who attended and acted as the chairman of the 2022 AGM,
together with other members of the Board who attended
the 2022 AGM were available to answer questions at the
2022 AGM to ensure effective communication with the
Shareholders.
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SECURITIES TRANSACTIONS BY
DIRECTORS

The Company adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set out
in the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) under Appendix 10
to the Listing Rules. Trading of securities by Directors
shall be approved by the chairman of the Board and shall
be conducted in accordance with the time frame and the
number of securities approved.

All Directors have confirmed, following specific enquiries by
the Company, that they complied with the required standard
of dealings as set out in the Model Code and the Company’s
code of conduct regarding Directors’ securities transactions
throughout the year ended 31 December 2022.

COMPANY’S CULTURE

The Company is committed to developing a culture that is
built on its purpose, value and strategy set out below: —

— Purpose: To become a comprehensive energy
advocator and operator in mainland China;

— Value: Continue to promote and provide high-quality
clean energy services to its customers, actively expand
corporate scale, improve quality of operations, and
achieve mutual benefit and harmonious development
with its Shareholders, investors, customers and the
government;

— Strategy: Intensively cultivate the main business of
natural gas, all-round optimization of the upstream and
downstream industrial chain, and accelerate the study
on the layout of comprehensive energy and smart
energy.

EECEBRS

ARREHRMN—EERETESFRHZ
TR A R £ AR BB 8%+
Pt EEFEST R (TRESFR)) - &
ERXGAABFFREFSIRILE
WiZFRAENRFRMHBERS °

RAMBERFLHREERE  #HEZ
E-_HF+_RA=1+—HLEFEAR" A
BFEECEHRET T RETRARART]
CEFETRFR D Z1TTRTRIFAHN

BEEREZRE -

DAL
ARBHNBEATXAHERE - BE
BN SRES BRI XL -

i3

R BERERARIRIES

— BEER: #BRTFREHSEESE
BERRT - FEIERAERIE
NELEBLEE WHRR  KE
E BPFRBNEFER - M5
&’

— KRB AABERAREE 2@
Bl E NI ERRE - WANRIF TR
BEERME SRR °

Annual Report 2022 —F — — G4

21



22

Corporate Governance Report

5

BRARE

THE BOARD

As at the date of this report, the Board comprises nine
Directors including three executive Directors, namely Mr.
HU Hao (Chairman), Mr. ZUO Zhi Min (Vice Chairman) and
Mr. GAO Liang (General Manager), three non-executive
Directors, namely Mr. WANG Gang, Mr. SHEN Hong Liang
and Mr. YU Ke Xiang, and three independent non-executive
Directors, namely Mr. IP Shing Hing, BBS, J.P., Mr. LAU Siu
Ki, Kevin and Professor Japhet Sebastian LAW. Detailed
information of the Directors is set out in the section titled
“BIOGRAPHICAL INFORMATION OF DIRECTORS AND
SENIOR MANAGEMENT” herein.

It is a principle under the CG Code that the Board
should have a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the
Company’s business. It should ensure that changes to its
composition can be managed without undue disruption.
It should include a balanced composition of executive
and non-executive directors (including independent non-
executive directors) so that there is a strong independent
element on the board which can effectively exercise
independent judgment. Non-executive directors should be of
sufficient caliber and number for their views to carry weight.

There are no financial, business, family or other material/
relevant relationships among the Board members (including
between the Chairman and the General Manager).

The Company has established the following mechanisms to
ensure that independent views and input are available to the
Board: —

— the Board shall ensure the appointment of at least three
independent non-executive Directors and at least one-
third of its members being independent non-executive
Directors; and

— the Board and its committees may seek independent
professional advice at the Company’s expense on
matter in connection with the discharge of their duties
and responsibilities.
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The Board is responsible for the overall management of
the Company, undertaking the responsibility to lead and
administer and to promote the success of the Company
through providing direction and supervision. All the Directors
are bound by their duties to act in the interests of the
Company to make an objective decision. The Board is
responsible for the major affairs of the Company, including
the approval and supervision of all major policies, overall
strategies, risk management and internal control systems,
material transactions (in particular transactions which
may involve a conflict of interests), financial information,
appointment of Directors and other material financial and
operational matters. The management is responsible for
the Group’s day-to-day management, administration and
operations. Material transactions to be entered into by the
Group are subject to approval of the Board.

A total of five Board meetings were held during the year
ended 31 December 2022 to discuss and decide on the
Company’s major strategies, important business matters,
financial issues and other matters set forth in the Company’s
bye-laws. A summary of the Directors’ attendance at such
meetings is as follows:
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Mr. WANG Zhiyong (Chairman) (resigned on 23 December 2022) 1/5 20%
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Mr. HU Hao (Chairman) (appointed on 23 December 2022) N/A N/A
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Mr. ZUO Zhi Min (Vice Chairman) 4/5 80%
EERSE (BIFE)

Mr. GAO Liang (General Manager) 5/5 100%
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Mr. WANG Gang 3/5 60%
EMIEE

Mr. SHEN Hong Liang 5/5 100%
st

Mr. YU Ke Xiang 5/5 100%
TrRELE

Mr. IP Shing Hing, BBS, J.P. 5/5 100%
EXRERENELHEE X FHL

Mr. LAU Siu Ki, Kevin 3/5 60%
BIBE LA

Professor Japhet Sebastian LAW 4/5 80%
G IT €
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DIRECTORS’ TRAINING

CG Code C.1.4 requires that all directors should participate
in continuing professional development, develop and
update their knowledge and skills in order to ensure
that they contribute to the Board with comprehensive
information and as and when required. The issuer shall be
responsible for arranging and funding appropriate training,
placing appropriate emphasis on the roles, functions and
responsibilities of directors of the listed company.

Record of training received by each Director during the year
ended 31 December 2022 is summarized below:
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Mr WANG Zhiyong (resigned on 23 December 2022)
EBEE (R-FE-Z—FL A1 =HFF)
Mr HU Hao (appointed on 23 December 2022)
WEEE (RZFE-—F+_A-+=HBZF)
Mr. ZUO Zhi Min
TER%E
Mr. GAO Liang
St
Mr. WANG Gang
FHlsTE
Mr. SHEN Hong Liang
RS
Mr. YU Ke Xiang
TrRELE
Mr. IP Shing Hing, BBS, J.P.
ERBRENEHES - X FH1
Mr. LAU Siu Ki, Kevin
ZIBELE
Professor Japhet Sebastian LAW
7B SRR
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Attended Tianjin State-owned Enterprises and Financial
Institutions Symposium

Attended 2022 Third Quarter Forum on Analysis of
Economy

Attended 2022 Forum on Analysis of Production and
Economy provided by China Petroleum & Chemical
Corporation Natural Gas Branch Company

Attended Safety Management Training

Attended 2022 First Half Forum on Analysis of
Economy

Attended “Integrity and Legal Compliance - Key to
Business Success” organized by the Independent
Commission Against Corruption HKSAR

Attended Independent Non-executive Director Forum
organized by KPMG

Attended “Competition Law in the GBA” Forum
organize by The CUHK LAW of The Chinese University
of Hong Kong

Attended Annual Conference organized by the
Association of Chartered Certified Accountants

Study of various censure cases of the Listing Appeals
Committee provided by the Hong Kong Stock

Exchange

Study of “Enforcement Bulletin” provided by the Hong
Kong Stock Exchange
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CHAIRMAN OF THE BOARD AND
GENERAL MANAGER

Mr. HU Hao is the chairman of the Board (“Chairman”) and
Mr. ZUO Zhi Min is the vice chairman (“Vice Chairman”). Mr.
GAO Liang is the General Manager (“General Manager”).
The Chairman and the Vice Chairman are primarily
responsible for leading the Board and ensuring the effective
operation of the Board, while the General Manager is
primarily responsible for the day-to-day operations of the
Company. Such distinction between the respective roles
and responsibilities of the Chairman, Vice Chairman and
the General Manager is set out in the Company’s bye-
laws and the “Regulation on Operation of the Board and its
Committees” of the Company.

TERM OF OFFICE AND RE-ELECTION

Independent non-executive Directors have a term of office of
two years and non-executive Directors have a term of office
of three years, both subject to retirement by rotation and re-
election at the annual general meeting of the Company in
accordance with the Company’s bye-laws.

GENERAL MEETINGS

The Company held an annual general meeting and a special
general meeting in 2022.

At the 2022 AGM, a separate resolution was proposed by
the Chairman in respect of each separate issue, including
the re-election of each of Mr. WANG Gang, Mr. LAU Siu Ki,
Kevin and Professor Japhet Sebastian LAW as a Director.
The representative of the external auditor of the Company
attended the 2022 AGM.

At the special general meeting of the Company (the “SGM”)
held in February 2022, independent non-executive Directors
were available to answer questions at the SGM for approval
of the connected transactions in relation to the receipt of
financial assistance and provision of security.
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The chairman of the 2022 AGM and the SGM had explained
the procedures of conducting a poll during the aforesaid
meetings. All resolutions proposed at the 2022 AGM and
the SGM were voted by way of poll. All the votes casted at
the 2022 AGM and the SGM were properly counted and
recorded.

The following table sets out details of the Directors’
attendance of the general meetings of the Company for the
year ended 31 December 2022:

Mr. WANG Zhiyong (resigned on 23 December 2022)
FEERE (R-E-—F+ A -1=HFF)
Mr. HU Hao (appointed on 23 December 2022)
WERE (RZE-ZZFF A F=FEZHF)
Mr. ZUO Zhi Min

LEREE

Mr. GAO Liang

EEabita

Mr. WANG Gang

FRI%ESE

Mr. SHEN Hong Liang

R E

Mr. YU Ke Xiang

TrERE

Mr. IP Shing Hing, BBS, J.P.
ERERENEHEE A FHL
Mr. LAU Siu Ki, Kevin

FBELSE

Professor Japhet Sebastian LAW
DG AT Cd

TER

TECCFRRBAFRG KEREERNK
ENEIFECRECZSASHMETR
ZMREN - AR -_ZE-__FRFBE
RERBRRFIAE LRENAERE
NREBHFARETRR - RZEZZFR
RBEFREEBRRFAINARE LR T
EEHHELREEHE Rk -

TR TEHE-_ZE_-_—_4F+_-A
Zt+—HUEFEESEHEARARBRREKX

EEREE

0/1 11 50%
N/A N/A N/A

TEH TER
1/1 0/1 50%
1/1 1/1 100%
1/1 11 100%
1/1 11 100%
1/1 1/1 100%
11 11 100%
0/1 1/1 50%
1/1 1/1 100%
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NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination
Committee”) currently comprises three independent non-
executive Directors, namely Mr. IP Shing Hing, BBS, J.P.
(Chairman), Mr. LAU Siu Ki, Kevin and Professor Japhet
Sebastian LAW and an executive Director, Mr. GAO Liang.

The Terms of Reference of the Nomination Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company.

The main responsibilities of the Nomination Committee
include, but not limited to, the following:

1. reviewing the structure, size and composition (including
the skills, diversity, knowledge and experience) of the
Board and making recommendations on any proposed
changes to the Board to complement the corporate
strategy;

2. assessing the independence of independent non-
executive Directors and proposed independent non-
executive Directors;

3. identifying individuals suitably qualified to become
members of the Board and selecting or making
recommendations to the Board on the selection of
individuals nominated for directorships for approval by
the Board; and

4.  reviewing the board diversity policy and the nomination
policy of the Company, reviewing and updating the
objectives that the Board has set for implementing
such policies, and monitoring the progress on achieving
these objectives.
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Pursuant to the CG Code, the Company adopted a
nomination policy (the “Nomination Policy”) on 31 December
2018 which sets out the criteria and procedures to be
adopted when considering candidates to be appointed or
re-elected as directors of the Company. The nomination
procedures of the Nomination Committee include
identification and acknowledgement of qualified individuals
by the Nomination Committee, and review and approval of
such nominations by the Board. The Nomination Committee
will evaluate potential candidates considering factors such
as professional expertise, relevant experience, personal
ethics and integrity, as well as the board diversity policy
of the Company (the “Board Diversity Policy”) and any
measurable objectives adopted for achieving diversity on the
Board.

Pursuant to the CG Code, the Company revised and
updated the Board Diversity Policy on 11 August 2022 which
sets out the approach to achieve and maintain diversity in
the Board in order for the Board to maintain a competitive
advantage. The Company seeks to achieve board diversity
through the consideration of a number of factors, including
but not limited to the talents, skills, regional and professional
experience, cultural and education background, age, gender
and other qualities. The Nomination Committee will consider
and, if appropriate, set measurable objectives to implement
the Board Diversity Policy and review such objectives to
ensure their appropriateness and ascertain the progress
made towards achieving those objectives. The Nomination
Committee will review the Board Diversity Policy and its
implementation from time to time to ensure its continued
effectiveness.
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PROGRESS ON AND STATUS OF
GENDER DIVERSITY

The Company has regularly scouted for potential successors
to the Board and pay attention to potential female
candidates as successors for its day-to-day management,
through monitoring director regulatory updates from the
Hong Kong Stock Exchange and the Securities and Futures
Commission, as well as inspecting announcements from
other companies in the same or similar industries relating to
director’s appointments and resignations.

As of 31 December 2022, the total number of male and
female employees (including senior management) of the
Group were 1,187 and 535 respectively, and the ratio of
male to female employees was around 2:1. As the Group
belongs to the gas industry and its main business is mostly
involved in labour intensive work such as engineering and
inspection, the proportion of male employees therefore
exceeds that of female employees. Through the Company’s
efforts, a new female candidate has been identified and
proposed by the Board for election as an additional
independent non-executive director of the Company at the
forthcoming annual general meeting of the Company. The
Company expects to achieve gender diversity in respect
of the Board to be achieved by the appointment of one
female new director when her election is approved by the
shareholders at the annual general meeting to be held on 12
May 2023.

At present, the gender workforce of the Company is suitable
for the Group’s operation and management, and the Group
consistently implements the management ideology of a
“fairness and impartiality, suitability for the job” during its
recruitment process, and promotes “recommending talents
and avoiding relations” as a principle for recruitment, so as
to ensure that every applicant has an equal opportunity, and
that talents are competing in a fair environment.
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During the year, the composition of the Board had the
following changes. Mr. WANG Zhiyong resigned on 23
December 2022 and Mr. HU Hao was appointed on 23
December 2022. The Nomination Committee assessed the
new Director (i.e. Mr HU Hao) and the retiring Directors
(i.e. Mr. WANG Gang, Mr. LAU Siu Ki, Kevin and Professor
Japhet Sebastian LAW) respectively appointed by the Board
and re-elected at the 2022 AGM on criteria such as integrity,
independence, experience, skill and ability to commit time
and effort to carry out their duties and responsibilities
effectively, and made recommendations to the Board
for approval of the appointment and re-appointment
respectively.

During the year ended 31 December 2022, three meetings
were held by the Nomination Committee. The Nomination
Committee mainly discussed the appointment of new
director and nomination of re-election of directors, reviewed
the implementation and effectiveness of the Board Diversity
Policy and other matters relating to committee responsibility
and operating mechanism as well as discussing areas to
further utilize its functions. Attendance of each member of
the Nomination Committee are set out as follows:
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HE-_T-__F+_A=+—HLHF
B REZBECAA-AEH FEF
REAHEZRIRLERES  FEE
FELZUEBENERENERE RE
EEREFEEMRS - WHEHIFENERN
THRETTAm o IRBREEEEKED
EERBEAET ¢

Mr. IP Shing Hing, BBS, J.P. (Chairman)
BB EENEAEE - X FHL (F/E)
Mr. LAU Siu Ki, Kevin

BIBELE

Professor Japhet Sebastian LAW
G AT €

Mr. GAO Liang

SEpp s

3/3 100%
3/3 100%
3/3 100%
3/3 100%
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REMUNERATION COMMITTEE

The remuneration committee of the Company (the
“Remuneration Committee”) currently comprises three
independent non-executive Directors, namely Professor
Japhet Sebastian LAW (Chairman), Mr. IP Shing Hing, BBS,
J.P. and Mr. LAU Siu Ki, Kevin.

The Terms of Reference of the Remuneration Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company. The main
responsibilities of the Remuneration Committee include, but
not limited to, the following:

1. making recommendations to the Board on the
Company’s policy and structure for all Director’s
and senior management’s remuneration and on the
establishment of a formal and transparent procedure
for developing remuneration policy;

2. reviewing and approving the management’s
remuneration proposals with reference to the Board’s
corporate goals and objectives; and

3. making recommendations to the Board on the
remuneration packages of individual executive directors
and senior management;

4.  reviewed and make recommendation on revision of
Terms of Reference.

FMEES

Ti%’\T SEFMEZ B e ([FME
Bgl) FHEEERB=UBILIFH
ﬁE%%’ﬂ(ﬁ%ﬂi (X))  ERELLE
WEFEE X FHLhBEEREAR

S%‘r

REZSHEN FHEZESRARKE]
ﬁAﬂﬁﬁiﬁﬁ&“ﬂiiﬁt%ﬁx o FENE
EEgNTIEREBRBRETRER

1. ?ﬁ%%&%‘ﬁ&ﬁﬁ/\iﬁ’]ﬁ@}ﬁlﬁ
R EBARIERMABAE
E’]?’Fiﬁr*ﬁlJuT FENER - MEF SR
e

2. REEEEEMIIVCEFTNEE
Mg R EE R B NES
®

3. MEFgE fl%‘J#ﬂTT%%&m,
EEEAE\E"]/J?@H?

4. TBHBRBEMER RIEHES -

Annual Report 2022 —F — — G4

33



34

Corporate Governance Report

TREBWME

During the year ended 31 December 2022, three meetings
were held by the Remuneration Committee. During the year,
the Remuneration Committee discussed and approved the
remuneration policy, the revision of the terms of reference
of the committee, the effectiveness and vesting of the first
batch of the share options, reviewed the remuneration
system of individual directors and employees, as well as
the director’s fees, and made recommendations to the
Board on the director’s fees of the Directors during the
year. Attendance of each member of the Remuneration
Committee are set out as follows:

HEZ_T-_—_F+A=+T—HL®HF
B ¥FHEZEeBR-ZEeH TR
FHZ B oilim R EFTBBCR « B35]
ZEgvBERE REAESZ L
MEITHE  HERNZESEREES Z 5B
B UREEWE  ETHELS A
RERNFEANEENESTHLESMES
eRIEZ FHEZEESKELREE
EERWAT

Professor Japhet Sebastian LAW (Chairman) 3/3 100%
BYHEHBE (£E)
Mr. IP Shing Hing, BBS, J.P. 3/3 100%
BB EFEWEHEE - K- FHL
Mr. LAU Siu Ki, Kevin 3/3 100%
RIBE LA

The remuneration of senior management (including the #BZE_ZT-__—F+_-_A=+—HIEFE

Executive Director and General Manager) by band for the
year ended 31 December 2022 is set out below:

HiF REARESREEE (BHEH
TTEEFRAKIE) MFMETIDT

Nil to HK$1,000,000

0% 1,000,000 % 7T
HK$1,000,001 to HK$1,500,000
1,000,001 % 1,500,000 % 7T

Further particulars regarding Directors’ remuneration and
the five highest paid employees as required to be disclosed
pursuant to the Listing Rules are set out in [Note 11fand

to the financial statements.
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AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) in accordance with Rule 3.21 of the Listing
Rules. The Terms of Reference of the Audit Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company. The main
responsibilities of the Audit Committee include, but not
limited to, the following:

1. primarily responsible for making recommendations to
the Board on the appointment, reappointment and
removal of the external auditor;

2. monitoring the integrity of the Company’s financial
statements, the annual report and accounts, half-year
report and quarterly report (if any); and

3. reviewing the Company’s accounting, financial and
internal controls, risk management systems on an
annual basis, and the adequacy of resources, staff
qualifications and experience of the Company in
relation to its performance in environment, social and
governance aspects.

The Audit Committee currently comprises three independent
non-executive Directors, namely Mr. LAU Siu Ki, Kevin
(Chairman), Mr. IP Shing Hing, BBS, J.P. and Professor
Japhet Sebastian LAW, where Mr. LAU Siu Ki, Kevin is a
qualified accountant.

Three meetings were held by the Audit Committee during the
year ended 31 December 2022. At the meetings, the Audit
Committee reviewed and discuss