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CHINA GAS HOLDINGS LIMITED

CONDENSED CONSOLIDATED INCOME STATEMENT RS W& &
For the six months ended 30 September 2005 HE2—EFTRFAA=FHIENEA
Six months Six months
ended ended
30 September 30 September
2005 2004
BE-_ZZnf Hz-Z2TQNH
fAB=+H NA=TH
IEAREA IE~EA
(unaudited) (unaudited
and restated)
(REBERK) (REETR
B71)
Notes HK$'000 HK$'000
i3 FET FET
Turnover e 262,520 187,724
Cost of sales HEKA (134,360) (70,012)
Gross profit E 128,160 117,712
Other income LRl 53,262 8,451
Distribution costs DRI (10,777) (4,429)
Administrative expenses THAX (61,695) (32,261)
Impairment loss reversed in respect nE - BERX
of property, plant and equipment ZE@&@WEET?! - 2,668
Discount on acquisitions of KEREBA
additional interest in subsidiaries BIMER ZTHIJ - 10,815
Unrealised holding loss %*ﬁ"ﬁﬁﬁxﬁz
on other investment ~ X& BRER - (1,850)
Finance costs HKER 4 (21,383) (8,605)
Loss on disposal of a subsidiary HEMBRARZEBE - (1,650)
Share of result of an associate AN e (139) -
Profit before taxation BR A A A 5 87,428 90,851
Taxation BiE 6 (147) (250)
Profit for the period AR A 87,281 90,601
Attributed to: BE
Equity holders of the parent ARRE 71,855 64,974
Minority interests DYRRER 9,426 25,627
87,281 90,601
Earnings per share FREH
Basic BEA 7 HK3.21 cents Bl HK3.79 cents /&l
Diluted g 7 HK2.90 cents 1L HK3.70 cents 1l
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TERRERBRADF

CONDENSED CONSOLIDATED BALANCE SHEET HRGREEEAER
As at 30 September 2005 RZFEFERFNHA=FH
30 September 31 March
2005 2005
R=BBRHE RZTTHEF
AA=+H =A=+—H
HK$'000 HK$°000
FET FET
Notes (unaudited) (audited
k3 and restated)
(REBEZ) (&%
&E@J)
Non-current assets FERBEE
Property, plant and e
equipment &S] 8 1,110,524 987,166
Prepaid lease payments B ERIE 30,709 28,365
Interests in associates REE R 2 620 751
Investments in securities BHRE - 5,693
Available-for-sales AHERE
investments 15,879 -
Goodwill B 209,394 209,394
Deposits for acquisition of WHEME - BE
property, plant SELE s
and equipment 168,163 298,700
Deposits for investments KER® 81,785 -
1,617,074 1,530,069
Current assets MENEE
Inventories BE 81,540 42,520
Amounts due from customers J“‘&“H&E}E‘Z &4
for contract work TR 414,096 366,664
Trade and other receivables f’f%[‘%qﬂlﬁﬁn N
H At JE U AR K 9 169,596 86,666
Prepaid lease payments BN ERE 778 621
Investments in securities BHEE - 14,430
Available-for-sales AHEERE
investments 19,500 -
Bank balances and cash RITEFRRE 1,601,881 712,015
2,287,391 1,222,916
F H3 3| & 2005/06
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CHINA GAS HOLDINGS LIMITED

30 September 31 March
2005 2005
R=ZZ2RF R_TZRF
AA=+RH =A=+—H
HK$’000 HK$°000
FET FET
Notes (unaudited) (audited
kA and restated)
(REEZ) (EHE=Z
RE)
Current liabilities mEBE
Trade and other payables B IENER R
H At & R X 10 222,672 173,137
Amount due to customers EREPZER
for contract work THEIEA - 892
Amount due to a minority R—ZKM B AT
shareholder of a subsidiary — RV HARE A 503 435
Taxation THI8 514 158
Bank and other borrowings BITREMEE
- due within one year —R—F R 11 64,291 172,928
Obligations under a finance BE M EAE
lease — due within one year —R—F RN 126 64
Convertible note EE i E S - 35,811
288,106 383,425
Net current assets MEEEFE 1,999,285 839,491
Total assets less current liabilities 2 & ER A & & 3,616,359 2,369,560
Capital and reserves B AR K
Share capital [N 12 24,725 22,448
Reserves 1 1,399,320 966,182
Equity attributable to equity BB ARRE
holders of the parent 2 1,424,045 988,630
Minority interests LERRER 108,770 97,360
Total equity %R 1,532,815 1,085,990
Non-current liabilities FERBEE
Bank and other borrowings RITREMBEE
- due after one year —R—F &3 11 1,626,526 1,150,518
Obligations under finance lease & & & & E
- due after one year —R—FE I - 121
Amount due to a minority R—RMELR—
shareholder of a subsidiary ZLBR R IR 181,711 132,931
Convertible bonds AR ES 275,307 -
2,083,544 1,283,570
3,616,359 2,369,560
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FERRERARAAF

CONDENSED CONSOLIDATED STATEMENT OF BRGRERESB X
CHANGES IN EQUITY
For the six months ended 30 September 2005 HE—FTTHFAA=FHIEA~EA

Attributable to equity holders of the parent

BREVARR
Convertible
Employee  note and
share-based bonds Investment
Share  Share  Other compensation equity Translation revaluation  Special Statutory Accumulated Minority
capital premium  reserve reserve reserve  reserve  reserve  reserve funds profits  Total interest  Total
TERR
EsRf  BRES R& S8

BE ROEE AbRE fMRE RABE  ERBRE  EER SRBR  fREE  BHEW & BRRER 4%
HKS000  HKS'000  HK$'000 HKS000  HKSO00  HKSO00  HKS000  HKS000  HKS'000 HKS'000  HKS000  HKSO00  HKS000
TEn  TET  TER TR TEn  TET TEr  TEr  TEn TEn TEr  TEr  TER

At 1 Aprl 2004 - TTRERE

as originally stated —BCBHl 15578 504957 58,000 - - 3241 - 1,602 5,002 (85,706) 502,674 91,121 593,795
Hfectof hangesin ~ ExtBEHE

accounting policies LR

(Note 24) (Hiton) - 58 - - 6,572 - - - - (120) 543 - 5423
As restated ] 15578 505015 58,000 - 6,572 3241 - 1,602 5002 (86,913) 508,007 91,121 599218
Exchange gain on ERRERER

tranglation of LEEER

operations outside BiEHL
HongKong recognised (& 418

directly in equity - - - - - 669 - - - - 669 - 669
Net profit for the eyt
period (restated) (€21 - - - - - - - - - 64974 G49T4 25621 90601

Total recognised il

income for theperiod ~ AE - - - - - 669 - - - 4974 G563 2560 9120
Private placement MARE 1300 83200  (58,000) - - - - - - - 26500 - 26500
Conversion of gaTh

convertible bonds e (E50)

(restated) 664 35568 - - (4.807) - - - - - 345 - 345
Recognition of equity ~ EEAATIARR

component of rdies: i

convertible bonds - - - - 5812 - - - - - 581 - 5812
Epensesonissuing ~ E{TAHR

convertible bonds Er2ER - 18 - - - - - - - - 1) - 18

Capital injected by [

minority shareholders  BEiA

of subsidiaries - - - - - - - - - - h LEU 2
Decease inminorty  FUENE

interestasaresultof A FES

acquisitions of EAEH
additionalinterests HERR
in subsidiaries 50 - - - - - - - - - - - (10815 (10815)

At30 September 2004 RZZEME
AE=TA 17542 622500 - - 151 3910 - 1,602 5,002 (21,939) 636,194 11450 750,714

FOEl 3R % 2005/06 7



CHINA GAS HOLDINGS LIMITED

Attributable to equity holders of the parent

BRBLARR
Convertible
Employee  note and
share-hased bonds Investment
Share  Share  Other compensation equity Translation revaluation ~ Special ~Statutory Accumulated Minority
capital premium  reserve reserve reserve  reserve  reserve  reserve funds profits  Total interest  Total
TERE
E3Rf  HRE: R& H8

BE ORDRE RRGR MR BRER  ERHR  BuSR 6RE mRE:  BMER &b MR o
HKS000  HKS000  HKS000 HKSO00  HKS000  HKS000  HKS'000  HKSO00  HKSO0D HKS000  HKS000  HKS'000  HKS000
TR TRT TaT  TRi AR TAT TR TR TAE TR TR TER THR

At Aprl 2005 H-TTEFRE

as originally stated “BRI nu8 90793 900 - - 4,083 - 1,602 9,075 42,470 988,541 97,360 1,085,901
Efectof changesin~ £371%

accounting policies HE7e

(Note 24) (fi24) - 108 - 2474 1354 - - - - 3043 61,959 768 62721

As restated &ji 0448 908671 900 29474 135 4083 - 1,602 9,075 72,893 1,050,500 98128 1,148,628
Gain on fair value ARNERE
change of available- ~ ATEHE

forsalesinvestments  E£ 0% - - - - - - 1,075 - - - 0B - 0B
Exchange gain on BEFREN

tranlation of £HESR

operations outside ey

Hong Kong - - - - - 9,506 - - - - 9506 103 105719

Net income recognised ~ EH\VEERT
direclyinequity ZhNEE - - - Y Y - - YY) BT
Net profit for the period  #iE7/58 - - - - - - - - - 71855 77855 9426 81281

Total recognised income %37

for the period WALE - - - - - 9,506 1,075 - - 7185 88436 1049 98935
Private placement BARE 2100 241,080 - - - - - - - - U3IR -
Recognition of equity ~ EEA R4
component of LR
convertible bonds - - - - 36,989 - - - - - 3699 - 3699
Redemption of BETARZE
convertible note - - - - (1,354) - - - - 1354 - - -
Issue of share on BiifeiehiE
exercise of share figfike
options 7 13119 - - - - - - - - 132% - 132%

Coptal injected bya ~ —HEAE)
minority shareholder  —%£ ) SR 4

of a subsidiary - - - - - - - - - - - 103 03
Share issued expenses  FRAETRR - (a59) - - - - - - - - (45 %)
Bpensesonissuing ~ ETAHR

convertible bonds ERIEY - (8259 - - - - - - - - (99 - (8259)
Recognition of equity- ~ FEALRA

settled share based 880

payments Faf - - - 5,500 - - - - - - 50 - 550

At30 September 2005 H-EFRF
A

AAZT U725 1,149,014 900 34974 36,989 13,589 1075 1,602 9,075 152102 1424045 108770 1532815

8 INTERIM REPORT 2005/06



CONDENSED CONSOLIDATED CASH FLOW

STATEMENT

For the six months ended 30 September 2005

TERRERBRADF

HHGEERERER

BE_TERFAA=1THILNEA

Six months ended

BET5BEHIEANEAR
30 September 30 September
2005 2004
—EERF —EETNF
AB=+H HhWA=+H
HK$'000 HK$°000
FET FET
(unaudited) (unaudited)
(REER) (REEEZ)
NET CASH USED REERCHE
IN OPERATING ACTIVITIES T FR (36,180) (19,315)
NET CASH USED IN RETHZ2HS
INVESTING ACTIVITIES R (91,349) (473,187)
NET CASH FROM FINANCING RELTH RS
ACTIVITIES RANEHE 1,008,169 235,911
NET INCREASE (DECREASE) IN CASH HRERBEE£ZEIER
AND CASH EQUIVALENTS ZEm Gfs)
HE 880,640 (256,591)
CASH AND CASH EQUIVALENTS AT Hi¥IZzHER
BEGINNING OF THE PERIOD HEEEER 712,015 471,823
EFFECT OF FOREIGN EXCHANGE HNEEEZEE
RATE CHANGES ZEE 9,226 669
CASH AND CASH EQUIVALENTS AT HIRZHER
END OF THE PERIOD RE&EEEER 1,601,881 215,901
ANALYSIS OF THE BALANCES OF ReERBESEE
CASH AND CASH EQUIVALENTS HE &R
Bank balances and cash RITEHR LR 1,601,881 215,901
hOHl ) & 2005/06
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CHINA GAS HOLDINGS LIMITED

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS

For the six months ended 30 September 2005

1.

BASIS OF PREPARATION

The condensed financial statements have been prepared
in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and with Hong Kong
Accounting Standard (“HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA").

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared
under the historic cost basis except for financial
instruments which are measured at fair values.

The accounting policies used in the condensed financial
statements are consistent with those followed in the
preparation of the Group’s annual financial statements
for the year ended 31 March 2005 except as described
below.

In current period, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs"”), HKASs and Interpretations
(hereinafter collectively referred to as “new HKFRSs")
issued by the HKICPA that are effective for accounting
periods beginning on or after 1 January 2005 other than
HKFRS 3 “Business Combinations” and HKAS 36
“Impairment of Assets” that had been early adopted by
the Group for the year ended 31 March 2005. The
application of the new HKFRSs has resulted in a change
in the presentation of the income statement, balance
sheet and the statement of changes in equity. In
particular, the presentation of minority interests has
been changed. The changes in presentation have been
applied retrospectively. The adoption of the new HKFRSs
has resulted in changes to the Group’s accounting
policies in the following areas that have an effect on
how the results for the current or prior accounting
periods are prepared and presented:
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Share-based payments

In the current period, the Group has applied HKFRS 2
“Share-based Payment” which requires an expense to
be recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
("equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares
or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of directors’ and
employees’ share options of the Company determined
at the date of grant of the share options over the
vesting period. Prior to the application of HKFRS 2, the
Group did not recognise the financial effect of these
share options until they were exercised. The Group has
applied HKFRS 2 to share options granted on or after 1
April 2005. In relation to share options granted before
1 April 2005, the Group has not applied HKFRS 2 to
share options granted on or before 7 November 2002
and share options that were granted after 7 November
2002 and had vested before 1 April 2005 in accordance
with the relevant transitional provisions. However, the
Group is still required to apply HKFRS 2 retrospectively
to share options that were granted after 7 November
2002 and had not yet vested on 1 April 2005.
Comparative figures have been restated (see Note 2A

for the financial impact).
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CHINA GAS HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments

In the current period, the Group has applied HKAS 32
“Financial Instruments: Disclosure and Presentation”
and HKAS 39 “Financial Instruments: Recognition and
Measurement”. HKAS 32 requires retrospective
application. HKAS 39, which is effective for annual
periods beginning on or after 1 January 2005, generally
does not permit to recognise, derecognise or measure
financial assets and liabilities on a retrospective basis.
The principal effects resulting from the implementation
of HKAS 32 and HKAS 39 are summarised below:

Convertible note and convertible bonds

The principle impact of HKAS 32 on the Group is in
relation to convertible note and convertible bonds
issued by the Company that contain both liability and
equity components. Previously, convertible note and
convertible bonds were classified as liabilities on the
balance sheet. HKAS 32 requires an issuer of a
compound financial instrument (that contains both
financial liability and equity components) to separate
the compound financial instrument into its liability and
equity components on its initial recognition and to
account for these components separately. In subsequent
periods, the liability component is carried at amortised
cost using the effective interest method. Because HKAS
32 requires retrospective application, comparative
figures have been restated. Comparative profit for 2004
has been restated in order to reflect the increase in
effective interest on the liability component (see Note

2A for the financial impact).
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. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to classification and
measurement of financial assets and financial liabilities
that are within the scope of HKAS 39.

Debt and equity securities previously accounted for
under the benchmark treatment of Statement of
Standard Accounting Practice 24

By 31 March 2005, the Group classified and measured
its debt and equity securities in accordance with the
benchmark treatment of Statement of Standard
Accounting Practice 24 (“SSAP 24"). Under SSAP 24,
investments in debt or equity securities are classified as
“investment securities”, “other investments” or “held-
to-maturity investments” as appropriate. “Investment
securities” are carried at cost less impairment losses (if
any) while “other investments” are measured at fair
value, with unrealised gains or losses included in the
profit or loss. Held-to-maturity investments are carried
at amortised cost less impairment losses (if any). From 1
April 2005 onwards, the Group classifies and measures
its debt and equity securities in accordance with HKAS
39. Under HKAS 39, financial assets are classified as
“financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. The
classification depends on the purpose for which the
assets are acquired. “Financial assets at fair value
through profit or loss” and “available-for-sale financial
assets” are carried at fair value, with changes in fair
values recognised in profit or loss and equity
respectively. Available-for-sale equity investments that
do not have a quoted market price in an active market
and whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments are
measured at cost less impairment after initial
recognition. “Loans and receivables” and “held-to-
maturity financial assets” are measured at amortised
cost using the effective interest method after initial
recognition.
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CHINA GAS HOLDINGS LIMITED

. PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

On 1 April 2005, the Group classified and measured its
debt and equity securities in accordance with the
requirements of HKAS 39 (see Note 2A for the financial

impact).

Financial assets and financial liabilities other than debt

and equity securities

From 1 April 2005 onwards, the Group classifies and
measures its financial assets and financial liabilities
other than debt and equity securities (which were
previously outside the scope of SSAP 24) in accordance
with the requirements of HKAS 39. As mentioned above,
financial assets under HKAS 39 are classified as
“financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”.
Financial liabilities are generally classified as “financial
liabilities at fair value through profit or loss” or
“financial liabilities other than financial liabilities at
fair value through profit or loss (other financial
liabilities)”. “Other financial liabilities” are carried at
amortised cost using the effective interest method (see
Note 2A for the financial impact).
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land and
buildings were included in property, plant and
equipment and measured using the cost model. In the
current period, the Group has applied HKAS 17
“Leases”. Under HKAS 17, the land and buildings
elements of a lease of land and buildings are considered
separately for the purposes of lease classification, unless
the lease payments cannot be allocated reliably
between the land and buildings elements, in which case,
the entire lease is generally treated as a finance lease.
To the extent that the allocation of the lease payments
between the land and buildings elements can be made
reliably, the leasehold interests in land are reclassified
to prepaid lease payments under operating leases,
which are carried at cost and amortised over the lease
term on a straight-line basis. This change in accounting
policy has been applied retrospectively (see Note 2A for
the financial impact). Alternatively, where the allocation
between the land and buildings elements cannot be
made reliably, the leasehold interests in land continue
to be accounted for as property, plant and equipment.

Leasehold land held for undetermined future use

Previously, leasehold land held for an undetermined
future use was carried at cost less impairment. Under
HKAS 17, such leasehold land is classified as a prepaid
lease payment under an operating lease, carried at cost
and amortised on a straight-line basis over the lease
term. In the absence of any specific transitional
provisions in HKAS 17, such change in accounting policy
has been applied retrospectively. The adoption has had
no material effect on the results for the current or prior
accounting periods. Accordingly, no adjustment on it
has been required (see Note 2A for the financial impact).
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CHINA GAS HOLDINGS LIMITED

. PRINCIPAL ACCOUNTING POLICIES (Continued)
Interests in jointly controlled entities

In previous periods, interests in jointly controlled
entities were accounted for using the equity method.
HKAS 31 “Interests in Jointly Controlled Entities” allows
entities to use either proportionate consolidation or
the equity method to account for its interests in jointly
controlled entities. Upon the application of HKAS 31,
the Group has elected to account for its interests in
jointly controlled entities using proportionate
consolidation. This change has been applied
retrospectively. As a result of this change, the
consolidated income statement, consolidated balance
sheet and consolidated cash flow statement (including
the comparative figures) have been re-presented so as
to reflect the proportionate share of the jointly
controlled entities’ assets and liabilities, income and
expenses, and cash flows (see Note 2A for the financial

impact).
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ACCOUNTING POLICIES

2A.SUMMARY OF THE EFFECTS OF THE CHANGES IN

The effect of the changes in the accounting policies

described in Note 2 above on the results for the current

and prior period are as follows:

TERRERBRADF

A B BRI B HENE

EXME 2 SR R BE YA
HREMATMEERZZENT

Six months ended

BETHAHLENEA
30 September 30 September
2005 2004
—EERF —ZEEF
hA=+8H hAA=+A
HK$°000 HK$°000
FET FET
Increase in effective interest AR SRR J AT
expense on the liability KREHz BN
component of convertible ZERMBRX
note and convertible bonds 0 (2,385) (1,075)
Fair value adjustment on initial HEAEREMEE
recognition on other borrowings i’“iﬁzuﬂﬁ 15,134 -
Fair value adjustment on ;TE/ATJE%
initial recognition on amount WJ;' %(Hx?
due to a minority shareholder A$EZEH%§
of a subsidiary 28,662 -
Imputed interest expense on other NEBRFEEFTE 2
borrowings using the effective Hin @B M FIE
interest method 53 (2,356) -
Imputed interest expense on NEBRFEEFEZ
amount due to a minority R—KH B AT
shareholder of a subsidiary using LHRRERIB L
the effective interest method A B (3,132) -
Expenses in relation to share KTESBERE
options granted to directors ZAEE R (5.500) -
Increase (decrease) in net profit HARED & NSRRI AN
for the period CRL 4 30,423 (1,075)
Attributable to: B8
Equity holders of the parent B RARKRE 30,513 (1,075)
Minority Interest DY R E R (90) -
30,423 (1,075)
hOHl ) & 2005/06
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CHINA GAS HOLDINGS LIMITED

2A.SUMMARY OF THE EFFECTS OF THE CHANGES IN ABHBERE 2 HERE (&)

ACCOUNTING POLICIES (Continued)

Analysis of increase (decrease) in net profit for the period RE—T2I2EE REBEE L H
by line items presented according to their function: s A FEREm Ojd) 2o :

Six months ended

BETHAMLEXEA
30 September 30 September
2005 2004
—EERF —ZETMF
hA=+8 hA=+H
HK$°000 HK$'000
FET FET
Increase in other income H b Ug A A0 43,796 -
Increase in administrative expenses TR 2 3 N (5,500) -
Increase in finance cost B 7% 2 8 AN (7,873) (1,075)
30,423 (1,075)
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2A.SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)

2A.

TERRERBRADF

BN RERBCRENE (&)

The cumulative effects of the application of the new ERFEEMBERELENEN_FTT
HKFRSs as at 31 March 2005 and 1 April 2005 are hFE=A=+t—HEZZEZTHFNA
summarised below: —HZEFHERMNT ¢
Effect of
Asat HKAS 1 As at As at
31 March and Effect of Effect of Effect of Effect of 31 March Effectof 1 April
2005 HKAS27  HKFRS2 HKAS 17  HKAS 31  HKAS 32 2005  HKAS 39 2005
B EBEH BEEH ) BB BE R® BE
SERRE RS REEA  &iER &ER RN —TTIFE SRl i
=R RU% E2% EUE ENE En% =B #39% —FZIf
=t-B 2¥E8 2FE ¥ % ¥& =t-B 2¥& WA-AH
HK$'000  HK$'000  HKS'000  HKS'000  HKS000  HKS$000  HK$'000  HK$'000  HK$'000
FErT  TAr  FEr  TEr  TEr  TEr  TEr  FEr  TExn
(originally (restated) (restated)
stated)
(R51) (E51) (E51)
Balance sheet items BEGERER
Property, plant and ERE T
equipment 998,112 - - (11,486) 540 - 987,166 - 987,166
Properties held for BIERRDE
development 17,500 - - (17,500) - - - - -
Interest in a jointly RAREHGE
controlled entity 2w 20,454 - - - (20,454) - - - -
Interests in associates REERRER - - - - 751 - 751 - 751
Investments in securities %%&é 19,920 - - - 203 - 20123 (20123) -
Available-for-sales AHHERE
investments - - - - - - - 20,123 20,123
Prepaid lease payments BRRERE - - - 28986 - - 28986 - 28986
Inventories oAy 38,829 - - - 3,691 - 42,520 - 42,520
Trade and other B HEIRER
receivables REMEMER 85,761 - - - 905 - 86,666 - 86,666
Bank balances and cash FOERRRS 695,389 - - - 16,626 - 712,015 - 712,015
Trade and other BHENER
payables BELENEE  (170876) - - - ) - (113,137) - (73.137)
Taxation HE (157) - - - (1) - (158) - (158)
Convertible note THREEE (35,900) - - - - 89  (35811) (35,811)
Amounts due to RHBA A
minority shareholders SBRENE
of subsidiaries (133,366) - - - - - (133366) 36,375  (96,991)
Bank and other ROREMEE
borrowings (1,323,446) - - - - - (1,323,446) 26,263 (1,297,183)
Other assets and HnEERAR
liabilities 873,681 - - - - - 873,681 - 873,681
Total effects on assets HEERAR
and liabilities ZHEBE 1,085,901 - - - - 89 1,085,990 62,638 1,148,628
Share capital AR 22,448 - - - - - 22,448 - 22,448
Share premium RIDEE 907,963 - - - - 708 908,671 - 908,671
Employee share-based [EERHRM
compensation reserve il - - 29,474 - - - 29,474 - 29,474
Convertible note and TRREERES
bonds equity reserve R - - - - - 1,354 1,354 - 1,354
Accumulated profits EEal 42,470 - (29478) - S(97) 1023 61870 72,893
Other reserves Hib G 15,660 - - - - - 15660 - 15660
Minority interests LERFER - 97360 - - - - 97,360 768 98,128
Total effect on equity HEXYHHE 988541 97,360 - - - 89 1085990 62,638 1,148,628
Minority interests YRR RS 97,360 (97,360) - - - - - - -
1,085,901 - - - - 89 1,085,990 62,638 1,148,628

FOHR ER & 2005/06
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CHINA GAS HOLDINGS LIMITED

2A.SUMMARY OF THE EFFECTS OF THE CHANGES IN ABHBERE 2 HERE (&)
ACCOUNTING POLICIES (Continued)

The financial effects of the application of the new [ERF BB BIREERE AL B

HKFRSs to the Group’s equity at 1 April 2004 are HER_ETNFNA—BHZHBTE
summarised below: BT
Effect of
As HKAS 1

originally and Effect of As

stated HKAS 27 HKAS 32 restated

ERE B

BERIE1  EFER

R27% #3323
R a2 a2 Rl
HK$000  HK$000  HK$000  HK$000
T#TT TETT TETT T&TT

Share capital g 7R 15,578 - - 15,578

Share premium B 5 % B 504,957 - 58 505,015

Convertible note and CIEY 89

bonds equity reserve BEHFRAGFHE - - 6,572 6,572

Accumulated losses Rt EE (85,706) - (1,207)  (86,913)
Other reserves H R 67,845 - - 67,845

Minority interests DHIRRER - 91,121 - 91,121

Total effects on equity ik o w205 502,674 91,121 5,423 599,218
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TERRERBRADF

2A.SUMMARY OF THE EFFECTS OF THE CHANGES IN ABET RN B HERE (&)
ACCOUNTING POLICIES (Continued)

The Group has not early applied the following new AEBEWRIBEHHNATEEMHE R
Standards or Interpretations that have been issued but REBZFERSZE - REEEE
are not yet effective. The Group is in the process of PREZSENIREEOHAER
determining whether these are Standards or U BRREETMTE -

Interpretations will have any impact on the financial

statements of the Group.

HKAS 1 (Amendment)
EEGFENE 15 (BETA)
HKAS 19 (Amendment)
EEGTENE 1958 (BRTA)
HSAS 39 (Amendment)
BB GHENE 395 (BFTAX)
HKAS 39 (Amendment)
EEGETENE 3958 (1BFTA)
HKAS 39 & HKFRS 4
(Amendment)
ERGHENE 9K LEE
B mEERE 4% (BFIK)
HKFRS 6
TP B MEELNZE 6 57
HKFRS 7
BB MEEAE TR
HK(IFRIC) - Int 4
BBV BmERBEES
—®%E4
HK(IFRIC) — Int 5

BEMBHREREZES
—®ES
HK(IFRIC) - Int 6

BEMBREREEZE
— 26

18

Capital Disclosures

BN R

Actuarial Gains and Losses, Group Plans and Disclosures
BERE  SEAEREE

Cash Flow Hedge Accounting of Forecast Intragroup Transaction
BASERNBRZ 2R REH DA

The Fair Value Option

N EEE

Financial Guarantee Contracts

MBEREN

Exploration for and Evaluation of Mineral Resources
BR KA IR B IR

Financial Instruments: Disclosures

SRIEA : HE

Determine whether an Arrangement Contains a Lease
EE-ETHREEEEY

Rights to Interests Arising from Decommissing, Restoration
and Environmental Rehabilitation Funds

e MERRREEESAEE B ZHER

Liabilities arising from Participating in a Specific Market, Waste
Electrical and Electronic Equipment

H2EERmE  BEHEHLEFRRELZAE
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CHINA GAS HOLDINGS LIMITED

3. SEGMENT INFORMATION 3. 7IEER
For management purposes, the Group is currently HEREMmME  AEBAALERERE
organised into five operating divisions — property B—ERE  eRREFKRE M
investment, financial and securities investment, gas RAEBREENHEEEBRAR - It5F
pipeline construction, sales of piped gas. These principal FTELEEBIAEEEZERAETES
operating activities are the basis on which the Group HER &M o

reports its primary segment information.

Segment information for the six months ended 30 FRANEXBEE _ZTZRFR_-_F
September 2005 and 2004 about these businesses is ZNFANA=ZFTHIERNERAZHIEE
presented below. BN T X »

Six months ended 30 September 2005
HE-BTAFAAZTHLAMER

Financial
and
Property securities  Gas pipeline Sales of
investment  investment construction piped gas Others Consolidated
ERR HEEE
NERE BERE MREEER PR3 it &a
HK$'000 HK$'000 HK$'000 HK$000 HK$’000 HK$’000
TER TER TER FER FER FEx
REVENUE 63
Turnover L] 580 - 131,433 96,107 34,400 262,520
SEGMENT RESULT PERE (674) (22) 91,000 6,964 1,102 98,370
Unallocated corporate revenue KABAARE 51,369
Unallocated corporate expenses ~ KABAFABX (40,789)
Finance cost HEER (21,383)
Share of result of an associate EEBENTEE (139)
Profit before taxation BBATRR 87,428
Taxation B (147)
Profit for the period KEEER 87,281
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TERRERERLA

3. SEGMENT INFORMATION (Continued) 3. pEER (&)

Six months ended 30 September 2004
BHE-TTMFAA=THLAER

Financial
Property  and securities  Gas pipeline Sales of
investment investment  construction piped gas Others  Consolidated
ERR HEEE
NER FAkE  MREERR AR it &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FEL FiET FiET FiET FiET
REVENUE Wi
Turnover EXE 397 - 141,109 36,478 9,740 187,724
SEGMENT RESULT PEEE 75 (1,852) 111,432 5,160 (52) 114,763
Unallocated corporate revenue L NGIL) 6 2,165
Unallocated corporate expenses NG (15,822)
Finance cost HBER (8,605)
Loss on disposal of subsidiaries HEMBARZER (1,650)
Profit before taxation BEATRF 90,851
Taxation HIE (250)
Profit for the period KEREF 90,601
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CHINA GAS HOLDINGS LIMITED

4. FINANCE COSTS

[2: 3922

Six months ended

BETSHBLEREAR
30 September 30 September
2005 2004
—EERF —ZTETMF
hA=+8 hnA=+H
HK$°000 HK$°000
FHETT FET
(unaudited) (unaudited

and restated)

(REER) (REgEZR
B7)
Interest on: IANTEEBEZAE
- Bank loans and other —ERAFARAEH
borrowings wholly repayable BEZRITE
within five years R E A AR R 24,476 13,476
- Bank loans not wholly repayable —HBERAFA
within five years THEZREZ
RITER 19,487 6,225
— Obligation under a hire — TS K RIE
purchase contract 6 10
Imputed interest expenses on other BE MDA B
borrowings using the effective MEEHEZ
interest method FEMx= 2,356 -
Imputed interest expenses on HEN—KWE R A
amount due to a minority B AR B R IE LA
shareholder of a subsidiary using BRI BIEFTE
the effective interest method NN 3,132 -
Effective interest expenses ARBRERZER
on convertible note MEMXZ 145 918
Effective interest expenses AR ES BB
on convertible bonds MEFX 3,071 844
52,673 21,473
Less: Interest capitalised to W ERIREZ
construction in progress BT B (31,290) (12,868)
21,383 8,605
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FERRERARAAF

5. PROFIT BEFORE TAXATION 5. BRBADEF
Six months ended
BETHAHLERNEA
30 September 30 September
2005 2004
—EETRF —ZTETMF
hB=+H AA=+A
HK$'000 HK$’000
FHETT FET
(unaudited) (unaudited)
(RRER) (REERZ)
Profit before taxation has been 155 A
arrived at after charging (crediting):  231% (;tA)
T3 %A
Depreciation neE 8,857 3,912
Interest income FEWA (6,860) (1,250)
Loss (gain) on disposal of property, HEME  BE&
plant and equipment B BEE () 245 7
Share of tax of jointly DG HEEGEE
controlled entities 2 HiIR 77 -
Fair value adjustment on initial B R E A B R
recognition on other borrowings EE 2 A EFHE (15,134) -
Fair value adjustment on initial RN EREN —K
recognition on amount due B /8 2 &) D B R
to a minority shareholder of HIEER 2 ATE
a subsidiary AR (28,662) -
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CHINA GAS HOLDINGS LIMITED

6. TAXATION 6. FiIE
Six months ended
BET5BEHLEAMEA
30 September 30 September
2005 2004
—2EAE —ETWEF
hB=+H AA=+A
HK$’000 HK$000
FHETT FET
(unaudited) (unaudited)
(RRER) (REERZ)
Income tax in the PRC FELFTSE
(other than Hong Kong) (BEHERRIN) 147 250
No Hong Kong Profits Tax is payable by the Company or BRARFRERBEBELEZHNEBER
its subsidiaries operating in Hong Kong since they had AR B BRI EE A ERTEF -
no assessable profit for either period. Income tax in the IR EBEFGEH - REBERS
PRC has been provided at the prevailing rates on the "LE 7 EMNBARIBRABENTERE
estimated assessable profit applicable to each individual B A AIRITH R A RS
company within the Group in the PRC. o
No provision for deferred taxation has been recognized HRAPEEFHIBEE FEMY - WM BRE
in the financial statements as the amount involved is Hf AR IR AE B IR AR o
insignificant.
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7. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share

attributable to the ordinary equity holders of the parent

is based on the following data:

TERRERBRADF

BRAEF

BRARIEBRAFE ARGERER
R#ERF BB T RS ST
=

Six months ended

BET5ABIENEA
30 September 30 September
2005 2004
—ETRF —ZTTNEF
hB=+H hA=+A
HK$°000 HK$’000
FET F&T
(unaudited) (unaudited
and restated)
(REER) (REEEZR
Earnings B =7))
Earnings for the purpose of basic ATEERER
earning per share (profit for Bz &8F
the period attributable to (B RBEIRE
equity holders of the parent) JE fi B A58 1)) 77.855 64,974
Effect of dilutive potential TRRETSE
ordinary shares: ZRE
Interest on convertible note AR EIR 2 AT
and convertible bonds REH 25 & 3,216 1,762
Earnings for the purposes of ATESREERT
diluted earnings per share ZBF 81,071 66,736
Number of shares ‘000 ‘000
ﬁﬁf/ﬂ‘;%? H :F&L "T’/%ZI
Weighted average number of AESREXREN
ordinary shares for the purposes LR NAE T &
of basic earnings per share 2,424,690 1,712,490
Effect of dilutive potential TERETEEE
ordinary shares: ZRE
Share options B AR 228,176 -
Convertible note AR SRR 3,967 21,150
Convertible bonds AR ES 91,012 69,259
Warrants AR 45,730 -
Weighted average number of STEEREE R T
ordinary shares for the purpose of 2 & AR hniE
diluted earnings per share FHHE 2,793,575 1,802,899
hOHl ) & 2005/06
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CHINA GAS HOLDINGS LIMITED

7. EARNINGS PER SHARE (Continued)

The computation of diluted earnings per share for the
six months ended 30 September 2005 did not assume
the exercise of the Company’s outstanding share options
as the exercise price was higher than the average

market price for shares.

. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, the Group acquired property, plant
and equipment of approximately HK$124,231,000 (year
ended 31 March 2005: HK$757,425,000) of which none
of them (year ended 31 March 2005: HK$108,376,000)

was acquired through acquisition of subsidiaries.

During the period, the Group disposed of property,
plant and equipment at carrying value of HK$529,000
(year ended 31 March 2005: HK$69,000).
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TERRERBRADF

9. TRADE AND OTHER RECEIVABLES 9. FEUWARF R H i fE W FR1E
The Group allows an average credit period of 30 — 60 REEBRTERFP 2 FHAEEHRR 30
days to its trade customers. H—60H -

The following is an aged analysis of trade and other PR B AR - FE YRR AR R L E R

receivables at the reporting date: HZBREOTOT -
30 September 31 March
2005 2005
—z2ns —zEng
hB=+H —A=+—8
HK$’000 HK$°000
FET FET
(unaudited) (audited

and restated)

(REEK) (KERRES)

0 - 30 days 0—30H 28,519 7,930
31 - 60days 31 —60H 7,902 11,487
61 - 90 days 61—90H 72 78
91 - 120 days 91— 120 H 7,501 2,295
121-180 days 121 — 180 H 14,321 1,080
Over 180 days 180 A L 12,645 7,070
Trade receivables JE WS AR 3R 70,960 29,940
Other receivables, deposits H At jE W RE -
and prepayments e RIERNFKIEB 97,993 56,231
Amount due from minority FEW— KM B A A
shareholders of subsidiaries DB R FIE 643 495
169,596 86,666
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CHINA GAS HOLDINGS LIMITED

10. TRADE AND OTHER PAYABLES 10. B BR 3k e EL 4th FE 13 TR 1B

REREH - AR S E A A R

The following is an aged analysis of trade and other

30

payables at the reporting date: HZBRESWOAT -
30 September 31 March
2005 2005
—EERF i S
hBA=+8 =A=+—8
HK$’000 HK$°000
FHETT FET
(unaudited) (audited
and restated)
(REERK) (EZRE)
0 - 60 days 0—60H 38,999 50,827
61 — 90 days 61—90H 16,825 6,866
91 - 120 days 91— 120 H 3,051 6,199
121 - 180 days 121 — 180 H 13,082 14,495
Over 180 days 180 H A & 35,042 18,170
Trade payables FETRR X 106,999 96,557

Other payables and Hith fe 1 5018

accrued charges LIERT &R 115,673 76,580
222,672 173,137
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11.

12.

BANK AND OTHER BORROWINGS 1

During the period, the Group obtained new bank and
other borrowings of approximately HK$520,639,000, of
which approximately HK$42,279,000 bears interest at
not more than 2% per annum and the remaining
borrowings bear interest at market rates. All of the
new bank and other borrowings are not repayable

within one year.

During the period, the Group repaid bank and other
borrowings of HK$140,162,000.

FERRERARAAF

BRTREMEE

C AEBEBSHERTREME
M %\’9 520,639,000 & ;t - E A
42,279,000 BT et 2 B 2 F A
REH R MESERRNIZ TS M K5
% o I HEIRTT R EMEREBE
—FREE

EE

BN AEEDERRTREMER
140,162,000 7 7T

SHARE CAPITAL 12. BA&
Number Share
of shares capital
KR E [N
‘000 HK$°000
T’ FET

Ordinary shares of HK$0.01 each HREE0.01 BTz
issued and fully paid: BETRBERREBER

At 1 April 2005 R-ZZEZTRFWMA—AH 2,244,813 22,448
Issue of new ordinary shares BT AR 210,000 2,100
Exercise of share options 1710 B AR A 17,700 177
At 30 September 2005 RZTEZRFNA=1H 2,472,513 24,725

FOHR #R & 2005/06
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CHINA GAS HOLDINGS LIMITED

13. CAPITAL COMMITMENTS

0]

(i)

On 24 October 2004, a subsidiary of the Company
entered into an agreement with &1 A RET
(Cangzhou Municipal Government), pursuant to
which all parties have agreed to establish a sino-
foreign equity joint venture company (“Cangzhou
JV") in the PRC which principally engages in the
design, construction and operation of natural gas
pipeline network and ancillary facilities as well as
provision of piped natural gas in Cangzhou.
Pursuant to the terms of the agreement, the
subsidiary will contribute HK$35,000,000 to
Cangzhou JV. Cangzhou JV will be owned as to 70%
by the Group, 30% by &/ A R BT (Cangzhou

Municipal Government).

On 5 November 2004, two wholly owned subsidiaries
of the Company signed a cooperation agreement
with Btk B8R EMMER B (Guangxi Zhuang
Autonomous Region Yulin City Construction Bureau)
and obtained the exclusive operation right on
natural gas business in Yulin City for a term of 30
years. The Group will invest RMB20,000,000 to set
up a wholly foreign-owned enterprise. As at 30
2005,
commitment amounted to RMB11,250,000.

September the outstanding capital

(iii) On 31 March 2005, a wholly owned subsidiary of

the Company signed a cooperation agreement with
N T E LB A RBF (People’s Government of
Xiaoshan district of Hangzhou City), and obtained
the exclusive operation right on natural gas business
in Xiaoshan district of Hangzhou city for a term of
30 years. The Group will invest RMB100,000,000 to
set up a wholly foreign-owned enterprise, which
principally engages in the design, construction and
operation of natural gas pipeline network and
ancillary facilities as well as provision of piped

natural gas in Xiaoshan district of Hangzhou city.
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13. CAPITAL COMMITMENTS (Continued)

(iv) On 11 April 2005, a subsidiary of the Company

(v)

entered into an agreement with 43 #1 & A 5 &8 47 45}
EEMAABMR QA (Shaoxing County China Qing
Fang City Piped Gas Company Limited) (“PRC Party”)
pursuant to which all parties have agreed to
establish a sino-foreign equity joint venture
company, Shaoxing Zhongran City Gas Development
Co., Ltd. (“Shaoxing JV") in the PRC which
principally engages in the design, construction and
operation of natural gas pipeline network and
ancillary facilities as well as provision of piped
natural gas in Shaoxingxian. Pursuant to the terms
of the agreement, the subsidiary will contribute
RMB38,500,000 to Shaoxing JV. The registered
capital of Shaoxing JV will be RMB70,000,000.

In April 2005, a subsidiary of the Company entered
into a cooperation agreement with Bl & % A R B
(People’s Government of Fengtaixian) pursuant to
which a wholly owned subsidiary namely Fengtai
Zhongran City Gas Development Company Ltd
("Fengtai Zhongran”) will be formed and owned by
the Group. The registered capital of Fengtai
Zhongran will be RMB5,000,000.

(vi) In April 2005, a subsidiary of the Company entered

into a cooperation agreement with & |11 % A R BT
(People’s Government of Huoshanxian) pursuant to
which a wholly owned subsidiary namely Huoshan
Zhongran City Gas Development Company Ltd
(“Huoshan Zhongran”) will be formed and owned
by the Group. Huoshan Zhongran was established
on 24 June 2005 with registered capital of
RMB5,000,000. As at 30 September 2005, the
outstanding capital commitment amounted to
RMB1,500,000.
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CHINA GAS HOLDINGS LIMITED

13. CAPITAL COMMITMENTS (Continued) 13. EXRERE (&)

(vii) On 9 May 2005, a subsidiary of the Company entered VIR =ZZZRFRANE - AAA

into a cooperation agreement with EXm A RK T
(People’s Government of Guangshui) pursuant to
which a wholly owned subsidiary namely Guangshui
Zhongran City Gas Development Company Ltd
("Guangshui Zhongran”) will be formed and owned
by the Group. Guangshui Shongran will have
registered capital of HK$7,500,000.

(vii)On 6 August 2005, an agreement was entered into

between Zhongran Investment Limited and & #B&
ANRIAT (People’s Government of Wangduxian) to
establish a wholly foreign-owned enterprise namely

Wangdu Zhongran City Gas Development Company

B8 A R B EAK T ARBUTET
GIEBE F WRUKZIEZEWE
RAEKFHRB TR RERAR
naE (BRI - EKFPHRS
REBBER - BEKPRZEME
N7 7,500,000 /& 7T °

Vi) R —EZRFENARA - RRRE
BRAFIELEHEARBIATRI L
o BROLINEE A R BRI
TRRERERAF - AMER
/3,000,000 7% T ©

Limited. The registered capital is HK$3,000,000.

BREXFEEEN RZTTAFH
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BI{EH A% 587,396,000 /8T (ZTF
HE=A=+—H : 661,157,000 %
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Save as disclosed above, as at 30 September 2005, the
Group has capital commitments in respect of the
acquisition for property, plant and equipment and
construction materials for property, plant and
equipment contracted for but not provided in the
financial statements amounting to HK$587,396,000
(31 March 2005: HK$661,157,000) and HK$480,290,000
(31 March 2005: HK$405,968,000), respectively.
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14.

15.

16.

PLEDGE OF ASSETS

The Group pledged property, plant and equipment
having a net book value of approximately
HK$389,638,000 (31 March 2005: HK$399,393,000) and
certain subsidiaries pledged their own investments in
other subsidiaries to banks to secure loan facilities

granted to the Group.

RELATED PARTY TRANSACTIONS

During the period, the Group purchased gas for total
amount of approximately HK$4,078,000 (year ended 31
March 2005: HK$23,711,000) from minority shareholders

of subsidiaries for the price agreed by both parties.

POST BALANCE SHEET EVENTS

(i) On 28 October 2005, the Company entered into the
subscription agreements with Templeton Strategic
Emerging Markets Fund Il (“TSEMF 11”) and
Nederlandse Financierings — Maatschappij Voor
Ontwikkelingslanden N.V. (“FMO") pursuant to
which TSEMF Il and FMO has conditionally agreed
to subscribe for and the Company has conditionally
agreed to allot and issue an aggregate of
133,000,000 ordinary shares at a subscription price
of HK$1.16 per share. A summary of the terms of
the agreement is set out in the announcement of
the Company dated 28 October 2005.

14.

15.

16.
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CHINA GAS HOLDINGS LIMITED

16.POST BALANCE SHEET EVENTS (Continued) 16. B RAEE (&)

(i) R=BERF+—A+—R &

(ii) On 11 November 2005, a joint venture agreement is

36

entered into between Zhongran Investment Limited
("Zhongran Investment”), a wholly owned
subsidiary of the Company, % /I Tk Bl B & EE ik
(%@ ) AR A7 (Yangzhou City Construction
National Assets Holdings (Group) Company Limited)
("Yangzhou Holdings"”) and Hantan Xin Xing Heavy
Machinery Company Limited, pursuant to which a
joint venture will be established in Yangzhou City,
Jiangsu Province, PRC (“Yangzhou JV"). The
Yangzhou JV will be engaged principally in the
natural gas business and will be owned beneficially
as to 50% by Yangzhou Holdings and 50% by
Zhongran Investment. The registered capital of
Yangzhou JV will be RMB369,000,000 of which
RMB215,500,000 will be contributed by Zhongran
Investment by way of cash. A summary of the terms
of the agreement is set out in the announcement of
the Company dated 14 November 2005.

(iii) On 28 November 2005, the Company entered into a

subscription agreement with Oman Oil Company
S.A.0.C. ("Oman Qil"”), pursuant to which Oman Oil
has conditionally agreed to subscribe for and the
Company has conditionally agreed to allot and issue
an aggregate of 210,000,000 ordinary shares at a
subscription price of HK$1.185 per share. A summary
of the terms of the agreement is set out in the
announcement of the Company dated 29 November
2005.
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16.POST BALANCE SHEET EVENTS (Continued)

(iv) On 28 November 2005, a agreement is entered into

(v)

between EH M RAARLL AT (Baoji City Gas
Company) (“Baoji Gas”) and Zhongran Investment
pursuant to which a joint venture will be established
in Boaji city, Shaanxi Province, PRC (“Baoji JV"). Baoji
JV will be engaged principally in the natural gas
business and will be owned as to 64% by Zhongran
Investment, 34% by Baoji Gas and 2% by the
management of the Baoji JV. The registered capital
of the Baoji JV will be RMB281,356,400 of which
RMB180,068,100 will be contributed by Zhongran
Investment. A summary of the terms of the
agreement is set out in the announcement of the
Company dated 29 November 2005.

On 6 December 2005, the Company entered into a
agreement with ¥ T2 EERE R 2 A (Liuzhou
City Investment Holdings Limited) (“Liuzhou
Holdings"”) pursuant to which the Company agreed
to acquire and Luizhou Holdings agreed to sell 50%
equity interests in #)/Nf & &2 A (Liuzhou City Gas
Company) for an aggregate consideration of
RMB140,380,000. A summary of the terms of the
agreement is set out in the announcement of the

Company dated 7 December 2005.
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CHINA GAS HOLDINGS LIMITED

INTERIM DIVIDEND

Given the cash need for continual business
expansion, the Directors resolved not to recommend
the payment of an interim dividend for the six
months ended 30 September 2005 (six months ended
30 September 2004: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in investment in,
and the operation and management of, gas pipeline
infrastructure and the sale and distribution of piped

natural gas and compressed natural gas in China.

During the period under review, we adjusted slightly
our investment strategy by participating actively into
and investment into natural gas projects with
population over million of people and the results
were promising. Furthermore, the Company raised
funds through issue of convertible bonds,
introduction of strategic investors to subscribe for
the shares of the Company and by bank loans to
fulfill the capital requirement of our natural gas

projects.

We had accumulated a total of 47 cities and districts
piped natural gas projects with exclusive operating
rights over 9 provinces and two natural gas long

distance pipeline projects by mid-December 2005.
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Business Review

For the six months ended 30 September 2005,
turnover of the Group amounted to HK$262,520,000
(six months 2004:
HK$187,724,000). Profit for the period was
HK$87,281,000 (six months ended 30 September
2004: profit of HK$90,601,000). Earnings per share
were HK3.21 cents (six months ended 30 September
2004: HK3.79 cents).

ended 30 September

Construction of Piped Gas Networks

During the period under review, the Group had built
gas pipelines of total length of approximately 732.4

km.

As at 30 September 2005, the total number of
completed city piped gas reached 24 cities.

The Group’s gas pipeline construction fee income
amounted to approximately HK$131,433,000
representing 50.1% of the Group’s total turnover for
the period under review and a decrease of 6.8% as

compared to corresponding period last year.

As at 30 September 2005, the Group completed
natural gas connections for 59,156 domestic
households, a decease of 6.0% compared to the same
period last year. Accumulated connected domestic
households reached 470,220 households during the
period under review, representing 10.5% of the total
gas connectable domestic households for the Group.
Average connection fee paid by the domestic
households was RMB2,349 per household.
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For the industrial and commercial customers, as at
30 September 2005, the Group completed natural
gas connections for 10 industrial customers and 32
commercial customers and accumulated connected
industrial customers reached 36 users and commercial
customers reached 530 users. Average connection fee
paid by industrial and commercial users was RMB22.7
per cubic meter per day during the period under

review.

Sale of Piped Gas

During the period under review, the Group sold in
total 59,391,840 m3 of natural gas of which 8,928,990
m? natural gas was sold to domestic households,
47,362,430 m3 to industrial customers and 3,100,420
m?3 to commercial customers. During the period under
review, the Group sold in total 343,600 m? of other
piped gas, mainly the sales of liquefied petroleum
gas, of which 240,600 m? was sold to domestic
households and 103,000 m? to industrial customers.
Income from the sales of piped gas recorded a total
of HK$96,107,000, representing 36.6% of the Group's
total turnover for the period and an increase of
163.5% compared to the corresponding period last
year, of which HK$94,817,000 belonged to the sales
of natural gas and HK$1,290,000 belonged to the

sales of other piped gas.

Average selling price (including tax) was RMB2.12
per cubic meter for domestic customers, RMB1.78 per
cubic meter for industrial customers and RMB2.60
per cubic meter for commercial customers during the

period under review.
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Gross Profit Margin and Net Profit Margin

During the period under review, the Group realized
revenue of HK$262,520,000 and gross profit of
HK$128,160,000, representing 48.8% of the Group’s
overall gross profit margin. The Group realized net
profit of HK$87,281,000, representing an overall net
profit margin of 33.2%. There are decreases in both
gross profit margin and net profit margin of 13.9%
and 15.1%

corresponding period last year.

respectively compared to the

New Natural Gas Joint Venture Companies

By mid-December 2005, the Group had accumulated
47 cities and districts piped natural gas projects with
exclusive operating rights in 9 provinces. New
projects included Baoji city in Shaanxi province,
Yangzhou city in Jiangsu province, Liuzhou city in
Guangxi

Zhuang Autonomous Region and

Wangduxian in Hebei province.

In August 2005, the Group through its subsidiary,
signed an agreement with People’s Government of
Wangduxian (&R #: AN RBURT) for the establishment
of a wholly owned subsidiary in Wangduxian namely
Wangdu Zhongran which would be engaged in the
natural gas project in Wangduxian, Hebei province
with an exclusive right for the operation of the piped
gas business for 30 years. Wangdu Zhongran had a
registered capital of HK$3,000,000.
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In October 2005, in response to the tender made by
the Group regarding its investment in Yangzhou city,
the Group was granted the license for a period of 25
years to operate natural gas project in Yangzhou
city, Jiangsu province. The new joint venture
company would be named as Yangzhou Zhongran
and would be beneficially owned as to 50% by the
Group and as to 50% by HIN T ERBEEER (&
E) BB A] (Yangzhou City Construction National
Assets Holdings (Group) Company Limited) and it
would have a registered capital of RMB369,000,000.

In November 2005, the Group through its subsidiary,
signed a joint venture agreement with EZ M X AR,
NG

establishment of a joint venture company to be

(Baoji City Gas Company) for the
engaged in the natural gas project in Baoji city,
Shaanxi province with an exclusive right for the
operation of the piped gas business for 30 years. The
joint venture company would have a registered
capital of RMB281,356,400 and would be owned as
to 64% by the Group, 34% by Baoji City Gas Company
and 2% by the management of the joint venture

company.

In December 2005, the Group through its subsidiary,
acquired 50% interest in MM T #52 & (Liuzhou
City Gas Company) and obtained the piped gas
operating right in Liuzhou city, Guangxi Zhuang

Autonomous Region for a period of 30 years.
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Financial Review
Liquidity and Financial Resources

As at 30 September 2005, the total assets of the
Group were HK$3,904,465,000, an increase by
approximately 41.8% as compared to 31 March 2005.

As at 30 September 2005, bank balances and cash on
hand was HK$1,601,881,000 (31 March 2005:
HK$712,015,000). The Group's total bank and other
borrowings amounted to HK$1,690,817,000 (31
March 2005: HK$1,323,446,000), of which
approximately 3.8% would be due within one year
and the remaining portion over one year. During the
period under review, the Group obtained new bank
and other borrowings of approximately
HK$520,639,000 of which approximately
HK$42,279,000 bears interest at not more than 2%
per annum and the remaining borrowings bear
interest at market rates. All of the new bank and

other borrowings are not repayable within one year.

The Group has a current ratio of approximately 7.94
(31 March 2005: 3.19) and the net gearing ratio was
0.36 (31 March 2005: 0.72). The calculation of net
gearing ratio was based on the net borrowings of
HK$546,080,000 (total
HK$2,147,961,000 less bank balance and cash of
HK$1,601,881,000) and the net assets of
HK$1,532,815,000 as at 30 September 2005.

borrowing of
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The Group does not anticipate any material foreign
exchange exposure as most of the revenue and
expenses of the Group are dominated in Hong Kong
dollars and Renminbi. However, the Group has
arranged for interest rate swap contracts for the
bank loans and developing purpose term loans which
are based on floating interest rates in order to fix

the interest rate exposure.

The Group's operating and capital expenditures are
funded by operating cash flow, subscription monies
from strategic investors, bank loans, the 1% per
annum 5-year convertible bonds, term loan facility
for developing purpose and the syndicated bank
loans. The Group has sufficient sources of funds to
meet future capital expenditure and working capital

requirements.

Capital Structure

In June 2005, a conditional subscription agreement
was entered into among the Company, CQS
Convertible and Quantitative Strategies Master Fund
Limited (“CQS"), and Courtenay Enterprises Limited
(“Courtenay”) for the issue of an aggregate principal
amount of US$40,000,000 1% per annum convertible
bonds due 2010 (the “Bonds”) by the Company to
CQS and Courtenay. CQS has agreed to subscribe for
an aggregate of principal amount of US$25,000,000
and Courtenay has agreed to subscribe for an
aggregate of principal amount of US$15,000,000. The
initial conversion price of the Bonds is HK$1.731 and
the maturity date is 29 June 2010. Completion of the
issuance of the Bonds had taken place on 29 June
2005 and the net proceeds of approximately
HK$301,860,000 were received.
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In October 2005, the Company entered into two
subscription agreements with two international
investors — Templeton Strategic Emerging Markets
Fund Il, LDC and Nederlandse Financierings -
Maatschappil Voor Ontwikkelingslanden, N.V.
("FMO") respectively for the placement and
subscription of a total of 133,000,000 shares of the
Company at a subscription price of HK$1.16 per
share. Net proceeds of approximately
HK$153,000,000 were received and completion of the

transaction took place in the end of November 2005.

In October 2005, the Company signed a term loan
facility agreement in the amount of US$50,000,000
with FMO and Societe De Promotion Et De
Participation Pour La Cooperation Economique S.A.
("Proparco”). Each of FMO and Proparco is a
development finance institution providing financing
solutions for companies in developing countries. This
is an unsecured bank loan based on floating interest
rate and the Group will use this loan to investing

natural gas projects in China.

In November 2005, the Company entered into a
subscription agreement with Oman Oil Company
S.A.0.C. ("O0C") for the subscription of a total of
210,000,000 shares of the Company by OOC at a
subscription price of HK$1.185 per share. Net
proceeds of approximately HK$248,000,000 would be
applied for future investment of gas projects in the
PRC and as general working capital of the Group.
Completion of the transaction is expected to take

place in January 2006.
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Charge on Assets

At as 30 September 2005, the Group pledged part of
fixed assets having a net book value of approximately
HK$389,638,000 (31 March 2005: HK$399,393,000)
and certain investments in subsidiaries to banks to

secure loan facilities granted to the Group.

Capital Commitments

Capital commitments in respect of the acquisition of
property, plant and equipment and construction
materials contracted for but not provided in the
financial statements as at 30 September 2005 was
HK$587,396,000 (31 March 2005: HK$661,157,000)
and HK$480,290,000 (31 March 2005:
HK$405,968,000) which would require a substantial
use of the Group’s present cash resources and
external funding. The Group has committed to
acquire interests in certain PRC enterprise and to
establish certain sino-foreign joint venture

companies in the PRC.

Contingent Liabilities

The Group did not have any material contingent
liabilities as at 30 September 2005 (31 March 2005:
Nil).

Employees

As at 30 September 2005, the Group has
approximately 1,918 employees, representing an
increase of approximately 9.6% compared to the
number as at 31 March 2005. The increase was due
to the increase in the numbers of natural gas joint

venture companies during the period.
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PROSPECTS

We had accumulated a total of 47 cities and districts
piped natural gas projects with exclusive operating
rights in 9 provinces by mid-December 2005. Our
investment strategy had changed slightly during the
period under review — we targeted our investment
in cities with population over million of people and
the results are exciting. The natural gas projects in
Yangzhou city, Baoji city and Liuzhou city are cities
with population over a million. Baoji city currently
has already have piped natural gas users and with
the investment by the Group in the near future on
the construction and development of piped gas
network, the number of piped gas users will increase
gradually and will strengthen our income sources in
sales of natural gas. Together with the existing
operating districts, sales of natural gas by the Group

will grow in a stable manner.

The Group’s strategic investors are international
natural gas investors and operators. We believe the
introduction of these strategic investors will not only
bring in capital but also the business opportunities.
Our Group is able to upgrade our investment scale
and to improve our technological skill and our
human resources and will bring to a stable
development of the Group in the future. We will
continue to make every effort to bring in remarkable

return for our shareholders.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN SHARES

As at 30 September 2005, the interests or short
positions of the directors and the chief executive of
the Company in the shares, underlying shares or
debentures of the Company or its associated
corporations (within the meaning of Part XV of the
Securities and Future Ordinance (“SFO")) which (i)
were required to be notified to the Company and
The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short
positions which the directors were taken or deemed
to have under such provisions of the SFO); or (ii)
were required, pursuant to section 352 of the SFO,
to be entered in the register referred to therein; or
(iii) were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Companies contained in the Rules Governing the
Listing of Securities (the “Listing Rules”), were as

follows:
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TERRERBRADF

(i) K A]ZAREE 0.01 B2 il
B

(i) Ordinary shares of HK$0.01 each of the Company

Approximate
percentage

or attributate

Nature percentage of
Name of Director Note of interest Total shareholdings
FRELED L
EENR B st fEmME e RELEBF DL
(%)
Mr. Liu Ming Hui 1 Personal 469,064,000 (L) 18.97
("Mr. Liu™) 128,500,000 (S) 5.20
ZI|BF ¥ S A @A
(T84 ])
(L) Long position (L) K&
(S) Short position OF)
Note: Bt -

These 469,064,000 Shares represent 205,564,000
beneficially owned by Mr. Liu, 135,000,000 options
held by Mr. Liu and 128,500,000 to be delivered to
Hai Xia Finance Holdings Limited (“Hai Xia").
Pursuant to a sale and purchase agreement dated 8
March 2005 and entered into between Hai Xia and
Mr. Liu, Mr. Liu agreed to sell and Hai Xia agreed to
purchase 190,000,000 Shares from Mr. Liu in five
tranches for a cash consideration in the aggregate
amount of HK$330,000,000. Details of the
transaction were set out in the announcement of
the Company dated 9 March 2005. As at 30
September 2005, the sale and purchase of
61,500,000 Shares had been completed.

%% 469,064,000 5 f% 15 Ty 45 i 2
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%~ BT 2 135,000,000 19 34 %
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#E E 190,000,000 FER1D - iy
2 3 e A B #£1E 330,000,000 7
T BRARGZHBENARR
R-ZEZERF=ZANBREZR
"R - BE_TTRFAA=T
A 61,500,000 2 BEEE

HIEMK

FOHR ER & 2005/06

49



50

CHINA GAS HOLDINGS LIMITED

(ii) Share options:

Name

of Director

EEps

Mr. Li Xiaoyun

FNERE

Mr. Xu Ying

RELLE

Mr. Liu Ming Hui

BIRRE £ &

Mr. Ma Jin Long

Mr. Zhu Wei Wei

AEEEE

INTERIM REPORT 2005/06

Number of

options held

FEBRERE

5,000,000 (Note 1)
5,000,000 13 (Hfzt1)

5,000,000 (Note 1)
90,000,000 (Note 3)
5,000,000 3 (ffz£1)
90,000,000 15 (f77t3)

5,000,000 (Note 1)
130,000,000 (Note 3)
5,000,000 17 (fzt1)
130,000,000 13 (f7t3)

9,240,711 (Note 1)
9,240, 71113 (MfaE1)

4,000,000 (Note 1)
6,000,000 (Note 2)
4,000,000 19 (At 1)
6,000,000 3 (ffi£2)

(i) BEAR FE
Number of
Nature of underlying
interest Shares
EmtE  HEBEROHE
Personal 5,000,000
{EDN
Personal 5,000,000
Personal 90,000,000
A
A
Personal 5,000,000
Personal 130,000,000
& A
A
Personal 9,240,711
A
Personal 4,000,000
Personal 6,000,000
A
& A

Approximate
percentage
of the

issued share
capital of
the Company
RN
ERITREZ
BHAESL
(%)

0.20

0.20
3.64

0.20
5.26

0.37

0.16
0.24



Name

of Director

EEps

Mr. Mao Er Wan

E_BRE

Ms. Wong Sin Yue
Cynthia
BEWRL

Mr. Zhao Yu Hua

Notes:

1. These options were granted under the share option
scheme (the “Share Option Scheme”) adopted by
the Company on 6 February 2003 and entitle the
holders thereof to subscribe for Shares at an exercise

price of HK$0.80 per Share during the period from

Number of

options held

FEBRERE

1,000,000 (Note 1)
700,000 (Note 4)
1,000,000 13 (HfzE1)
700,000 3 (KfzF4)

1,000,000 (Note 1)
700,000 (Note 4)
1,000,000 13 (HfaF1)
700,000 13 (KfzE4)

1,000,000 (Note 1)
700,000 (Note 4)
1,000,000 3 (KfaE1)
700,000 17 (Hfst 4)

1 September 2004 to 8 January 2014.

FERRERARAAF

Approximate

percentage

of the

Number of issued share

Nature of underlying capital of

interest Shares  the Company

RN

ERITREZ

BEME HEROHA BHESL

(%)

Personal 1,000,000 0.04

Personal 700,000 0.03
A
EA

Personal 1,000,000 0.04

Personal 700,000 0.03
EA
A

Personal 1,000,000 0.04

Personal 700,000 0.03
EA
EA
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2. These options were granted under the Share Option
Scheme and entitle the holders thereof to subscribe
for Shares at an exercise price of HK$0.71 per Share
during the period from 20 March 2005 to 5 October
2014.

3. These options were granted under the Share Option
Scheme and entitle the holders thereof to subscribe
for Shares at an exercise price of HK$0.71 per Share
during the period from 22 November 2004 to 5
October 2014. The exercise of options will be subject
to the condition that the consolidated net asset
value of the Group which shall be certified by the
auditors appointed by the Company as at the date
of exercise of the options being not less than HK$1
billion.

4. These options were granted under the Share Option
Scheme and entitle the holders thereof to subscribe
for Shares at an exercise price of HK$0.71 per Share
during the period from 1 January 2005 to 5 October
2014.

Save as disclosed above, as at 30 September 2005, none
of the directors nor the chief executive of the Company
had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures
of the Company or its associated corporations (within
the meaning of Part XV of the SFO) which (i) 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 were taken or deemed to have under such
provisions of the SFO); or (ii) were required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein; or (iii) were required to be notified
to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors

of Listed Companies contained in the Listing Rules.
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PERSONS WHO HAVE AN INTEREST OR SHORT
POSITION WHICH IS DISCLOSEABLE UNDER
DIVISIONS 2 AND 3 OF PART XV OF THE SFO
AND SUBSTANTIAL SHAREHOLDERS

So far as is known to the directors and the chief
executive of the Company, as at 30 September 2005,
the following person (not being Directors or chief
executive of the Company) had, or was deemed to
have, interests or short positions in the shares or
underlying shares of the Company (including any
interests in options in respect of such capital) which
would fall to be disclosed to the Company and the
Stock Exchange under the provisions of Divisions 2
and 3 of Part XV of the SFO, or, who is, directly or
indirectly, interested in 5% or more of the nominal
value of any class of share capital carrying rights to
vote in all circumstances at general meetings of any
other member of the Group:

TERRERBRADF

BEERBREZRAPERKREE XV
WE2RIDBATHE 2 EBHN
ARZATREERR

BARRESRITHRAZMAAN K=
ZTZRFAA=TE  TIAL (K
REZEBRITRAEIRIN) BB
KRR G (BEEAEEZERA
2B PHE IR IERA
RIEFE 7 M EEME XV EE 2 &
F 3 DB ZEXBARARTE RBER
IR EmER  EESEE
A 5% A LMEE—DERTR
AEBEMEMKERRAZBRAE
FREFOERN 2 EAERRARE

Approximate

Nature
Name of Shareholder Notes of interest
BRREE/ B8 ffaE ERME
Ms. Xu Xau Lan 1 Deemed interest
FEBERL BRER
Hai Xia 2 Beneficial owner
sty EnEAA

China Petroleum &
Chemical Corporation
FEA R IERAR

GAIL (India) Limited

Mackenzie Financial 4
Corporation

(L) Long position
(S) Short position

Beneficial owner

i

T A A

\

Beneficial owner

ERBEEA

Investment
Manager
REKE

percentage

or attributate

percentage

Total of shareholdings
BRRENEDL

By FEGEEDL

(%)

469,068,000 (L) 18.97
128,500,000 (S) 5.20
340,000,003 (L) 13.75
150,000,003 (S) 6.07
210,000,000 (L) 8.49
210,000,000 (L) 8.49
230,956,000 (L) 9.34

(LRE
(k&
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Notes:

Ms. Xu Xau Lan is deemed to be interested in the

Shares held by her spouse, Mr. Liu.

These 340,000,003 Shares represent 211,500,003
beneficially owned by Hai Xia and 128,500,000 to
be delivered by Mr. Liu to Hai Xia pursuant to the
sale and purchase agreement dated 8 March 2005
and entered into between Hai Xia and Mr. Liu.
Details of the transaction were set out in the
announcement of the Company dated 9 March 2005.
As at 30 September 2005, the sale and purchase of
61,500,000 Shares had been completed.

On 28 November 2005, a share subscription
agreement was entered between the Company and
Oman Oil Company S.A.O.C. in relation to, among
other matters, the subscription of 210,000,000
Shares at the subscription price of HK$1.185 per
Share. Details of the transaction were disclosed in
the announcement of the Company dated 29
November 2005.

The Company was notified by Mackenzie Financial
Corporation (“Mackenzie”), a mutual fund
management company located in Canada, on 7
December 2005 that some of the funds managed by
Mackenzie triggered the disclosure obligations
under the SFO. As at 30 September 2005, the
aggregate shareholdings of the relevant funds
managed by Mackenzie was interested in
230,956,000 shares of which Ivy Global Natural
Resources Fund, one of the funds managed by
Mackenzie, was individually interested in
125,831,000 shares on 7 July 2005.
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REVIEW BY AUDIT COMMITTEE

The Audit Committee has reviewed with the
management the accounting principles and practices
adopted by the Group and discussed financial
reporting matters including a review of the Group's
unaudited condensed accounts for the six months
ended 30 September 2005.

PURCHASE, SALE AND REDEMPTION OF SHARES

For the six months ended 30 September 2005, neither
the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company's

shares.

CORPORATE GOVERNANCE

The Directors are of the opinion that the Company
has complied with the Code of Best Practice as set
out in Appendices 14 and 23 of the Rules Governing
the Listing of Securities (“Listing Rules”) on The Stock
Exchange of Hong Kong Limited (“Stock Exchange™)
except that (i) the non-executive and independent
non-executive directors are not appointed for a
specific terms but are subject to retirement by
rotation and re-election at the annual general
meeting in accordance with the Bye-laws of the
Company; and (ii) the Chairman of the Board and/or
the managing director of the Company are not

subject to retirement by rotation.
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Pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuer (the “Model
Code") as set out in Appendix 10 of the Listing Rules,
the Company had made specific enquiries of all
directors, and all directors confirmed that they have
complied with the Model Code throughout six
months ended 30 September 2005.

On Behalf of the Board of
China Gas Holdings Limited

Liu Ming Hui

Managing Director

Hong Kong, 20 December 2005
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