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CONDENSED CONSOLIDATED INCOME LSl 6
STATEMENT

FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2007 HE_ZZLFAA=THIEXER

Six months ended

BETHAEBILEABA
September 30,  September 30,
2007 2006
—EELF —ETREF
AB=+H NA=+H
NOTES HK$'000 HK$'000
i FET FAET
(unaudited) (unaudited)
(REBER) (REEEZ)
Revenue g 877,762 475,098
Cost of sales HE R (605,960) (315,700)
Gross profit EF 271,802 159,398
Other income Hr A 99,135 34,555
Distribution costs DA (36,056) (16,260)
Administrative expenses THREX (119,738) (69,993)
Change in fair value of derivative fT4£&@TAZ
financial instruments NEBEES (135,956) 14,843
Gain on fair value changes of BIEEEREZ
investments held for trading NEEZFH W 15,492 27,365
Change in fair value of REMEZ
investment properties REEZH 60,565 -
Discount on acquisition WK B AR
of subsidiaries bk 44,004 -
Impairment loss recognised in BRE HEMER
respect of trade REAMEKERIE
and other receivable BEEE (24,810) (6,000)
Finance costs H%ER 5 (90,786) (41,596)
Share of results of associates JEMREE & N R EE 1,843 142
Profit before taxation B 358 Al 7 85,495 102,454
Taxation 18 6 (11,019) (1,068)
Profit for the period REA R R 74,476 101,386
Attributable to: BB
Equity holders of the parent FRERER 64,711 89,918
Minority interest LERRER 9,765 11,468
74,476 101,386
Earnings per share FRREF
Basic N 8 2.05 cents HK3.08 cents

Diluted g 8 1.68 cents

HK2.87 cents




FEMEERERAT —TTt T \ERHRE D

CONDENSED CONSOLIDATED BHGEEEAEX

BALANCE SHEET

AT SEPTEMBER 30, 2007 RZZZLHFNA=1H

September 30, March 31,
2007 2007
—ETtF —EELF
AB=+H —B=+—H
NOTES HK$'000 HK$'000
B3 THT FHET
(unaudited) (audited)
(REBER) (BEZ)
Non-current assets ERBEE
Investment properties T B 213,463 49,100
Property, plant and equipment ME - BEREE 9 4,176,934 3,083,300
Prepaid lease payments BNHEERIE 337,068 286,102
Interests in associates NG l/NCIR 10 78,134 75,278
Available-for-sales investments AHERE 39,745 23,149
Goodwill EES 511,872 299,965
Other intangible assets H M & B 107,406 83,006
Deposits for acquisition of W% - KR &
property, plant and equipment Bdti&n 141,578 146,551
Deposits paid for acquisitions [EEREEA =N
of subsidiaries b 67,542 280,255
Loan receivable U E R 15,000 15,000
5,688,742 4,341,706
Current assets REEE
Inventories F& 275,089 137,032
Amounts due from customers REFZAHTE
for contract work FIE 342,919 444,552
Trade and other receivables BIREBERREM
JE W BRI 11 1,225,796 719,326
Derivative financial instruments MEe@mT A 37,101 33,298
Amount due from an associate EH&H@?%’D\ ?UE 271,123 42,071
Prepaid lease payments BREER 6,878 5,229
Held-for-trading investments ﬁ?ﬁf‘ﬁg&ﬁ 66,804 57,841
Pledged bank deposits BERBITEX 34,479 29,417
Bank balances and cash BITEEFERES 1,394,477 1,482,930
3,654,666 2,951,696
Current liabilities T EE
Trade and other payables %%F‘gﬁﬁﬁmﬁﬁ%
e 1< BR I8 12 1,119,314 859,399
Derivative financial instruments PTAESBIA 89,211 59,314
Amounts due to customers for EREFPZAHTE
contract work A 35,076 5,721
Taxation I8 25,808 15,682
Bank and other borrowings RITREMEE
— due within one year —-R—FREE 13 1,908,132 686,781
Obligation on acquisition of a W RS E
jointly controlled entity I - 157,965
3,177,541 1,784,862
Net current assets RBEEFE 477,125 1,166,834
Total assets less current liabilities #A&ZERTE AR 6,165,867 5,508,540
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CONDENSED CONSOLIDATED

BALANCE SHEET (Continued)

AT SEPTEMBER 30, 2007

R-ZZZELFNAA=1H

HRREEERER(E)

September 30, March 31,
2007 2007
—EBLE ZETLF
AB=tH =A=+—H
NOTES HK$'000 HK$'000
BT & FBT FET
(unaudited) (audited)
(REBER) (fe&E%)
Capital and reserves BEARR G
Share capital 7R 14 32,329 30,962
Share premium and reserves 1 @ (B & [ 2,660,709 2,316,901
Equity attributable to equity BEARADARE
holders of the Company T 2,693,038 2,347,863
Minority interest DR R 490,812 333,357
Total equity Rem B 3,183,850 2,681,220
Non-current liabilities FRBEE
Amount due to a minority R—ZRXMBRA—%
shareholder of a subsidiary LB R FA 311,411 311,411
Bank and other borrowings RITREMEE
- due after one year —R—F&E 13 2,573,234 2,242,452
Convertible bonds AR ES 97,372 273,457
2,982,017 2,827,320
6,165,867 5,508,540
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CONDENSED CONSOLIDATED ERGERESE R
STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2007 HE_ZZHFNA=THIRER

Attributable to equity holders of the parent

BRENARE
Employee
share-based Investment  Properties
Share Share compensation  Translation revaluation revaluation  Special  Statutory Accumulated Minority
Gapital  premium  reserve  reserve  reserve  reserve  reserve funds ~ profits Total  interest Total
EERS b U U
BE ROEE EMER  ENRE  EERE  EGRE  GRBE RSt EnW B BRER &

HKS'000  HKS000  HKSO00  HKSOO0  HKSO00  HKSO00  HKSOO0  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

TR TR TR TAm TR TR TR TR AT TR TR A
At April 1, 2006 R=35rEMA-E 29216 1618209 37919 8522 5.259) 1,601 1,602 1241 167160 1865458 255308 2,120,766
Decrease in fair vlue change of ~ TEHEREZATE
avalable-forsales nvestments E@W - - - - 53n) - - - -3 (5311)
Bichange loss on translation of - £EEEENER L
operations outsde Hong Kong 2 EfR - - - (1,00) - - - - - (1,002 1,092)
Net expenses recognised directy ~ ERREREDZ
in equiy bt - - SN 1111 X - - - - ) (6,403)
Net profit for the period HEREE - - - - - - - - 918 B8 11468 101386
Totalrecogised (expense) SRREARY)
income for the period hAgE - - - (1,09) (5311) - - - 89918 83515 11,468 94,963
Capitalreduction v - (R0 - - - - - - 30 - -
Brercise o share options kR 1 1961 - - - - - - - 1987 1987
Acquistion of subsidires HENELA - - - - - - - - - - RM B
Dividend paid Bk - - - - - - - ERR VL1 IV K] (29.37)
Recognition of equitysetled  BEHAREL
she based payments BUlERED - - 2454 - - - - - - 2454 1454
At September 30, 2006 RETAEARCTE 194 13813 4043 7480 (10500 1,601 1,602 1241 60380 1924177 305016 2229193
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
(Continued)

FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2007 HEZ

ERRERESB R (

==

o=}

T LENA=FAIEARA

Attributable to equity holders of the parent

BRENIRE
Employee
share-based Investment  Properties
Share Share compensation  Translation revaluation revaluation  Special  Statutory Accumulated Minority
Gapital  premium  reserve  reserve  reserve  reserve  reserve funds profits Total  interest Total
EERH b U Uk
Br  BHEE  SMEE  ENRE  ERRBE  EMEE  BREE  iREE EHE B BRER &
HKS000  HKS000  HKSO00  HKSOOO  HKSO00  HKSO0D  HKYO00  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TRt TR TR TR TR TR TR TR AL TR TR A
At April 1, 2007 R-E5LERA-E 0% 1442638 2815 19592 (7.899) 1,601 1602 15621 700871 2347863 33T 2681200
Ganon fairvalue change of ~ THEREZATE
avalable-forsales ivestments  EEME - - - - 8,480 - - - - 8,480 - 8,480
Revaluation upon change of EFRLyE
intended use of propertes 23 - - - - - 3,589 - - - 3,589 - 3,589
Bichange loss o ranslation of - £EEESNER L
operations outside Hong Kong BB - - - - - - - KL -3y
Net income recognised directly
in equity - - - - 8480 3589 - - - 9750 - 9750
Net profit for the period - - - - - - - - e 4,711 9765 T4476
Total recognised income
for the period - - - - 8480 3589 - - o471 74,461 9765 84,226
Brercise of subscription ights 78R 0 7806 - - - - - - - 78% - 78%
Brercie of share options fieERE 125 9405 - - - - - - -9 - 9530
Aequiston of subsdires KENELA - - - - - - - - - X1 TRt 1 Vi
Capital injected by minorty HELA)ERRLE
shareholders of & subsidiaries - - - - - - - - - - 94,609 94,669
Converson of convertble bonds~ BET A% 1mwm - - - - - - A -
Diidend paid Bl - - - - - - - - 619 G861 - 619
Recognition of equitpsetled  BENREEE R
share based payments Pt - - B - - - - - - 1B - 13
Tansfe R - - - - - - -5 (55189) - - -
At September 30, 2007 RIBSCENRZTE 3 148 558 113 581 5,190 1600 70810 674 2693038 490812 318385




CONDENSED CONSOLIDATED CASH

FLOW STATEMENT

FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2007

FERRERERAR  —TTL T\ FHHRE

FHHAGERERER

BE_ZTLFNA=THILXEAR

Six months ended

BETHAHLEAER
September 30, September 30,
2007 2006
—EELHF —EIRF
AA=+H NA=1H
HK$'000 HK$'000
FERT FAET
(unaudited) (unaudited)
(REER) (REEEZ)
NET CASH FROM OPERATING ACTIVITIES REX(BBEERATHE 53,211 45,800
NET CASH USED IN INVESTING ACTIVITIES RETFE2REFHBE (1,115,575) (455,020)
NET CASH FROM FINANCING ACTIVITIES REZFEBZ2RERANZE 976,227 600,173
NET (DECREASE) INCREASE IN CASH AND HE&REESZEEA 2
CASH EQUIVALENTS (R ) 1 hnF48 (86,137) 190,953
CASH AND CASH EQUIVALENTS REOB—HZBEEK
AT APRIL 1 BEeZEER 1,482,930 1,727,130
EFFECT OF FOREIGN EXCHANGE NEERSFH o FE
RATE CHANGES (2,316) (1,092)
CASH AND CASH EQUIVALENTS RAB=THZERER
AT SEPTEMBER 30 BeEEER 1,394,477 1,916,991
ANALYSIS OF THE BALANCES OF CASH ReRBELZEEER
AND CASH EQUIVALENTS wEROW
Bank balances and cash IRITHEBR KRS 1,394,477 1,916,991
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NOTES TO THE CONDENSED
FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2007

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
on the historical cost basis except for certain investment
properties and financial instruments which are measured
at revalued amounts or fair values, as appropriate.

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 March 31, 2007 except as described
below.

In the current interim period, the Group has applied, for
the first time, a number of new standards, amendments
and interpretations (“new HKFRSs”) issued by the
HKICPA, which are effective for the Group’s financial
year beginning April 1, 2007. The adoption of these
new HKFRSs had no material effect on the results
or financial position of the Group for the current or
prior accounting periods. Accordingly, no prior period
adjustment has been required.

55 B B 35 R 2R MY =

BE_ZETLFNAA=THILEAEA

-

mAEE
BRMBHRERDREBERARHME
IRARES EMHRA _EHRA) M8k
162 ERBERTE  UAEEEGFEA
e([EAGFHMAE DEMZEEES
EA([FBGFTER ) E345% - B
BiE | Mmame -

ETREFEER
BRAMBHRRCRBELKN LR -
HETREMER SR TARUSMHE
ENFEGER)FE -

MR PA R BRI 2 & ETECR
HESAERRE T LE=A=+
—BLEFEZ2FUBRRAKESE —
B MET ST E BR AN o

RAREEE  AEEHARAZIAR
ERGHMAgERGAEER 2T+
FOA-RBRBZVBRFELEROET
R R R RER((HEBMBRE
AL o R EIHEB I B WS EL
HAKERN At BB E S HE
FEIVBART BEEATE - HilL -
BABBERBIELRE -



POTENTIAL IMPACT ARISING FROM THE HONG
KONG FINANCIAL REPORTING STANDARDS
ISSUED BUT NOT EFFECTIVE

The Group has not early applied the following new
or revised standards or interpretations that have been
issued but are not yet effective.

HKAS 23 (Revised)
EREGFERE235 (KIEET)
HKFRS 8
BEREV B E LA LR
HK(IFRIC) = INT 12

fEERA

EEHE

Borrowing cost’

FERRERERAR  —TTL T\ FHHRE

CHEMEMRER 2EBU KRS
ERWRESI Bz E

REE AW AREATRA T 52 RMAE R
EMZ AT B RT R R R

Operating segments’

Service concession arrangements?

ERNBRERELZE S -BESE 125 PR 75 55 5F 22 B2
HK(IFRIC) — INT 13 Customer loyalty programmes?
ERNBRERELZE S -BESE13% BE A ES

HK(IFRIC) — INT 14

HKAS 19— The limit on a defined benefit asset,

minimum funding requirements and their interaction?

ERAPBHEREZES —RES 145

ERGENE 19 —ERTNEEE  EESHRER

HiRBFRZRH?

! Effective for accounting periods beginning on or
after January 1, 2009.

2 Effective for accounting periods beginning on or
after January 1, 2008.

3 Effective for accounting periods beginning on or
after July 1, 2008.

The directors of the Company anticipate that the
application of these new or revised standards or
interpretations will have no material impact on the
results and the financial position of the Group.

SEGMENT INFORMATION

For management purposes, the Group is currently
organised into four operating divisions — property
investment, financial and securities investment, gas
connection and sales of piped gas. These principal
operating activities are the basis on which the Group
reports its primary segment information.

! —EZNF-A-BH RS
BAHIMAER -

? A-EENF-A—BRZKRHER
BAHIMAER -

3 “EZN\FLA-BRHZRHAS
BAHIMAER -

ARREEE BT HLERT
EASRES T EHARERERYB
RRELEBTRATZE -

DEEHR

REEEMS  AEEBAKENEAE
B—WERE SREEFERE MR
ERREEEENR - LETEREE
BHAKBEZHETENHEHNZA

o

11



12

China Gas Holdings Limited

SEGMENT INFORMATION (Continued)

Segment information for the six months ended September
30, 2007 and 2006 about these businesses is presented

Interim Report 2007/08

4. DEER(E)
B EEEBE-SELER B2
AEANAZTALEABAZSBERD

below. TR TX °
Six months ended September 30, 2007
HE-ZZLFAR=THLEAER
Financial
and
Property securities Gas Sales of
investment  investment  connection piped gas Others Consolidated
ERR HE
NERE BERE MRER EERR Hit Ga
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TERL TERL TERL TERL TEL
Revenue W 480 102 227,027 549,941 100,212 877,762
Segment result PEEE 60,441 27,357 116,692 67,310 (737) 271,063
Unallocated corporate AP A AUz
revenue 87,366
Unallocated corporate  APEAAFY
expenses (48,035)
Change in fair value of ~ $T£2BTAZ
derivative financial NTEED
instruments (135,956)
Finance cost HBER (90,786)
Share of results of EEBERREE
associates 1,843
Profit before taxation BR AL 85,495
Taxation A (11,019)
Profit for the period A ER R & A 74,476



4.

FERRERERAR —TT+ T \FhERE
SEGMENT INFORMATION (Continued) 4. DEER(E)
Six months ended September 30, 2006
HE-ZTREAA=TRIEANEA
Financial
and
Property securities Gas Sales of
investment investment  connection piped gas Others  Consolidated
E #HE
NERE BEHRE AR EERA Hith wa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAR FAR FAR FAR FAR THER
Revenue Wizs 468 - 156,582 270,346 47,702 475,098
Segment result PHEEE (100) 32,005 90,688 14,560 (2,129) 135,024
Unallocated corporate  RAFEA AUz
revenue 24,500
Unallocated corporate  RAEARFL
expenses (30,459)
Change in fair value of  $T£&BIAYZ
derivative financial AFEED
instruments 14,843
Finance cost BBER (41,596)
Share of results A - UNSIE
of associates 142
Profit before taxation BB AR 102,454
Taxation "E (1,068)
Profit for the period KEEER 101,386

13
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5. FINANCE COSTS 5. BERA&
Six months ended
BETHHAEIEAREAR
September 30, September 30,
2007 2006
—EELHF ZETRF
hB=+H hAZ=+H
HK$'000 HK$'000
FET FHEIT
(unaudited) (unaudited)
(REEXR) (RegE=Z)
Interest on: NTFEEZAME
- Bank loans and other borrowings —ZERAFANZEEE
wholly repayable within ZIRITE R K EAL
five years EEN 105,635 52,174
— Bank loans not wholly repayable —HBEARTERNEE
within five years BEZIRITER 21,814 12,967
— Obligation under a hire — B R RSE
purchase contract - 2
— Convertible bonds — A BRRES 4,163 6,246
131,612 71,389
Less: Interest capitalised to W ERIREZ
construction in progress BRI B (25,741) (29,793)
Net interest income on interest = HF B
rate swaps WA FEB (15,085) -
90,786 41,596
6. TAXATION 6. #HimE

The amount represents PRC income tax for both

BERERBE _STRNFR-_ZFZTL

period.

No provision for Hong Kong Profits Tax has been
made in the financial statements as the Group had no
assessable profit for either period. Taxation arising in
other jurisdiction is calculated at the rates prevailing
in the relevant jurisdiction.

FAA=Z+THIERNBERZHBEMEH -

S S B A b HA TR 2 A R R
B BRI KRR E IR R B BFISHAE
HEE - R AR 2 HIBETIZE R
AEERZERMERGE -



7.

FERRERERAR  —TTL T\ FHHRE

PROFIT BEFORE TAXATION 7. BRBADGZF

Six months ended

BETHAMBLEAEAR
September 30, September 30,
2007 2006
—EEtHF ZEERF
hA=+H hAA=+A
HK$'000 HK$'000
FTER FHEIT
(unaudited) (unaudited)
(REEXR) (REEZ)
Profit before taxation has been W 50 Al A 2 HBR
arrived at after charging (crediting): (3t A) T3 18 :
Depreciation of property, W - BE KRR
plant and equipment ZHE 72,591 31,485
Release of prepaid lease payment TS RIB 2 # B 3,137 1,336
Interest income FE U A (49,777) (21,743)
(Gain) loss on disposal of property, HEWE - BE &L E
plant and equipment 2z (M=) BiE (545) 42
Share of tax of jointly G FERE I E
controlled entities 2 FiIE - 160

15
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EARNINGS PER SHARE 8. BREF
The calculation of the basic and diluted earnings per BESARTERRR cSRERNRE
share attributable to the ordinary equity holders of the SEHBMTRE T REAINEEAE -

parent is based on the following data:

Six months ended

BZET3 AHIEAREAR
September 30, September 30,
2007 2006
—EELHF ZTERF
hB=+H hA=+8H
HK$'000 HK$'000
FET FHET
(unaudited) (unaudited)
(REFEX) (RegE=Z)
Earnings 27
Earnings for the purpose of basic AHEEREARRT B
earnings per share (profit for the SEEARIRKREZ
period attributable to equity A HAEE )
holders of the parent) 64,711 89,918
Adjustment for the effect of dilutive BT Ll s £
potential ordinary shares: P
Change in fair value of stock RARE N T EE
subscription options (5,400) -
Earnings for the purpose of AHEEREERR B
diluted earnings per share 59,311 89,918
Number of shares RO EE ‘000 ‘000
F B F %
Weighted average number of AHERERENZ
ordinary shares for the purpose of M AR N 15
basic earnings per share 3,157,551 2,923,032
Effect of dilutive potential TMRBTEE
ordinary shares: 2B
Share options B A pE 378,201 206,187
Stock subscription options R 1,114 -
Convertible bonds ARk ES N/ATE A N/A i
Weighted average number of STEHERETRN
ordinary shares for the purpose of M AR N 15
diluted earnings per share 3,536,866 3,129,219




10.

EARNINGS PER SHARE (Continued)

The computation of diluted earnings per share for the
period ended September 30, 2007, did not assume the
conversion of the Company’s outstanding convertible
bonds, since their conversion would increase the
earnings per share, after taking into account of the
effect of interest and change in fair value of conversion/
redemption option derivatives components of the
convertible bonds.

The computation of diluted earnings per share for the
period ended September 30, 2006 did not assume the
exercise of the Company’s outstanding convertible
bonds as the exercise price was higher than the average
market price for shares.

MOVEMENTS
EQUIPMENT

During the period, the Group acquired property,
plant and equipment at a total cost of approximately
HK$1,168,230,000 of which HK$976,843,000 was
acquired through acquisition of business.

IN PROPERTY, PLANT AND

During the period, the Group disposed of certain
property, plant and equipment with a carrying amount of
HK$2,655,000 for proceeds of HK$3,200,000, resulting
in a gain on disposal of HK$545,000.

INTEREST IN ASSOCIATES
During the period, the Group had acquired 49% equity
interest of EEMALLEEARARBERAA for a
consideration of RMB980,000.

10.

FERRERERAR  —TTL T\ FHHRE

BRER (&)
mMREBHRAARESSIRNSRAR
HEEBAARES SR RER 2T
EBOAFEZNEZERESER - &
HEBEEZ-_TZLFAA=THILHERNZ
BRESRNL TRRBAR QB KR
iz AR ES o

HRTTEERREN FIOWE  HEtHE
BE_ZZRFAA=THILHRZE
B 58 B M I NMRITEA R B R iR
ZABRIES

M- BERRESD

A KEBEBEAZEKEXD
1,168,230,0008 T 2 %« BFE K&
&5 - 55976,843,000/8 70 0 iE B ULEE
ES e

A AEBE D HERMEME2,655000
BLzWE - BEREE  FIERIEA
3,200,000 7T * HILES 2 HERE
£545,000/8 7T °

REE AT 2R
A AEEUARK980,000T 2K
BRESEETHILREARAZERA
Al ZA49% M ARERS -
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11.

TRADE AND OTHER RECEIVABLES 11.

Interim Report 2007/08

Other than certain major customers with good repayment
history which the Group allows a longer credit period
or settlement by instatement basis, the Group allows
an average credit period of 30 — 180 days to its trade

customers.

The following is an aged analysis of trade receivables

net of impairment losses:

B 5 W AR K H fth FE W AR IR

BRAEEGTERBEEHAMETR
NEBFBZETEF(BERBENR:
BN AEBLRTEHESERPZTEY
ZHHA30HE1808 -

E) UG NEICIERET SE=Dd i s
W :

September 30, March 31,
2007 2007
—EELHF —ETLF
hB=+H Z—A=+—H
HK$'000 HK$'000
FTHER FiBT
(unaudited) (audited)
(REER) (&%)
0 — 180 days 0—180H 271,090 240,170
180 — 365 days 181—365H 31,417 64,483
Over 365 days 365H A 48,988 23,250
Trade receivables E 5 FE R X 351,495 327,903
Deposits paid for construction HEMBER
materials s 25,647 44,519
Deposits paid for purchase of MENEERAR
natural gas ZIE® T AEER 75,837 47,833
Advanced payments to contractors B FEER 305,965 28,231
Other receivables, deposits and Hih IR - 1Re Rk
prepayments TE - 58 444,478 216,089
Amount due from minority R E A B L
shareholders of subsidiaries AR R K8 22,374 9,012
Amounts due from shareholders of & [F 2 %) & 82
a jointly controlled entity AR R K8 - 21,161
Fund in securities brokers BHRELES - 24,578
1,225,796 719,326
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12. TRADE AND OTHER PAYABLES 12. ESEMFRAREMESIRE
The following is an aged analysis of trade payables: BHRMNERZRROTIAT :
September 30, March 31,
2007 2007
ZETLF —ZETLF
hA=+H =A=+—A
HK$'000 HK$'000
FHET FET
(unaudited) (audited)
(RREZ) (EHE%)
0 - 90 days 0—90H 255,969 109,511
91 - 180 days 91—180H 37,568 77,326
Over 180 days 180B M £ 161,719 117,440
Trade payables B 5 TR 455,256 304,277
Other payables and accrued charges Eft fE{JBRTA & fERT & 419,535 425,142
Advance received from customers EREHTIRERERP
for contract work ZE 242,783 103,451
Amounts due to minority ERHE AR
shareholders of subsidiaries AR R K8 1,740 26,529
1,119,314 859,399
13. BANK AND OTHER BORROWINGS 13. BITRHEMEE
During the period, the Group obtained new bank and HR s REBIRFEHMERT REAM
other borrowings of approximately HK$1,931,581,000 & B #1,931,581,000/% 7t - H F 4
of which approximately HK$1,202,449,000 is repayable 1,202,449,000 TER —FRNEE -
within one year. The loans bears interest at 2.1% to BEBERIL2IERT29E 2 & F &5t
7.29% per annum. The proceeds were used to finance B EREDCREFAEEZERAX
the capital expenditure and general working capital R—REEES -

of the Group.
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14. SHARE CAPITAL 14. B

Number Share
of shares capital
BB EE &N
‘000 HK$'000
TR FET

Ordinary shares of HK$0.01 SREME0.01E LB

each issued and fully paid: TR R g AR
At April 1, 2007 R-ZEZTLFMWA—H 3,096,204 30,962
Exercise of share options 1710 i A v 12,510 125
Conversion of convertible bonds IR AT MR ES 117,157 1,172
Exercise of subscription rights ITiE R 7,000 70
At September 30, 2007 RZZETEFNA=1H 3,232,871 32,329

15.

ACQUISITION OF SUBSIDIARIES

)

On December 18, 2006, the Group entered into
share transfer agreements with two independent
third parties pursuant to which the Group acquired
100% equity interest in Shanghai Zipower Gas
Industry Company Limited which in turn holds 51%
of the registered capital of Taineng Natural Gas
Co. Ltd. (“Taineng Natural Gas”) at an aggregate
consideration of RMB255,950,000. The acquisition
was completed during the period.

Taineng Natural Gas principally engages in the
operation of piped gas business in Qingdao City,
Shandong Province, the PRC with 30-years exclusive
operating right from the date of establishment. The
goodwill arising on the above acquisition amounted
to HK$200,791,000 which is attributable to the
anticipated profitability of gas connection and
sales of piped gas business with 30-years exclusive
operating rights of this Company. Since the natural
gas business in the PRC has barrier of entry, the
directors considered that such barrier of entry
allows these companies to exercise monopolistic
power in respect of respective local market and
able to obtain a steady future cash inflow.

Taineng Natural Gas contributed to the Group’s
revenue HK$61,672,000 and
profit to the Group’s result for the period of
HK$8,578,000.

contributed

15. WEKE AT

()

RZZEERF+=ZA+NHE-
NEBEMBBLEZ HI LK
NEEGH BUEANEENAH
K18 AR #255,950,0007C Y B8
PP ERERREEER QA
100% A% 78 1 & - 8 M+ B 2= 8
AARBRAA((TRERARR])
51%FMER - EEERER
KE K °

RERAARETEZERELRS
EEREEEMARER BK
VAHEBEBEAEZTEBRLEYE
e EAE B LM KEBEEZ
200,791,000/ Tt 79 B 7Y %K B #%
AEHE=ZTFBREEREOR
REBERLEEBERREB2E
HEFEEN  c ARFENRAR
EBBHRERS  EFRAAK
ERFATEBLERARRAELE M
MSREEENNES - WAk
BEEHRSTA -

RERARNRBERNAEEREEBE R
61,672,000 L2 W Rk BAE
B 2 #4E757k8,578,000/8 7T 2 i
F o



15. ACQUISITION OF SUBSIDIARIES (Continued)

(if)

During the period, the Group acquired 80% equity
interest in Baotao City Gas Ltd. (“Baotao Gas"),
Baotao City Shenyin Pipeline Engineering Ltd.
("Shenyin Engineering”) and Baotao City Shenyin
Natural Gas Ltd. (“Shenyin Natural Gas Station”) for
consideration of RMB147,040,000, RMB8,000,000
and RMB24,000,000 respectively.

Baotao Gas principally engages in the production
and sale of liquefied natural gas, coal gas, natural
gas and their respective side products, design
and operation of the liquefied natural gas and
coal gas projects. A discount of acquisition of
Baotao Gas amounted to HK$41,723,000 which
was released to income statement during the
period. Baotao Gas contributed to the Group's
revenue of HK$66,157,000 and contributed
profit to the Group’s result for the period of
HK$12,872,000.

Shenyin Engineering principally engages in the
design, construction and maintenance of city
pipeline projects in the PRC. Goodwill of acquisition
of Shenyin Engineering amounted to HK$6,244,000
which is attributable to the anticipated profitability
of business of this Company. Shenyin Engineering
contributed to the Group's revenue of HK$ 1,690,000
and contributed profit to the Group’s result for
the period of HK$454,000.

Shenyin Natural Gas Station principally engages
in the natural gas refill services and gas station
administration in the PRC. The goodwill of
acquisition of Shenyin Natural Gas Station amounted
to HK$4,872,000 which is attributable to the
anticipated profitability of business of this Company.
Shenyin Natural Gas Station contributed to the
Group's revenue of HK$9,586,000 and contributed
loss of HK$815,000 duirng the period.

PERRIZERERAR

—T2H T )\FhERE

15. WEBHB AR (&)

(if)

R XEBEBHHNURKRE
A R #147,040,0007C « A R %
8,000,0007T & A & #24,000,000
THEEETMEERATE
EMME]) -  BEMHRREET
BERAR(THIEIEAR] R
BEMBRBERARMBLEERA
AT AR AN A 1) 80% A% 7N 4

5o

PEMAREERELEERDE
BIERAR KR RAIKRE
ERIZBIER RITREBERE
AARREBERER - WEBREM
WRR 2P A/41,723,0008 L2
RERNBmRER - BETMRA
M EAA RN 5 B 75 5k66,157,000
BTz RERARER 2 XET
71£12,872,0008 JLHY & F| o

HETIRAAETEEFEK
EHWEBEFNE R BHE
R - WERRIBAGZ
6,244,000 T E D REZ R
RIEBzEHERGE - AR
ITRERRAANPRNAEEREETSR
1,690,000/ T 2 Wz & A R &
[ 2 ¥ 45 %5 7k454,0007 7T K i
o

REMREEEERENERA
RMBRIE R MR EE - W
EERINR UL 2 4,872,000/ L&
TR EZ AR X2 T E Tk
e BENRMHREARNAERER
#5769,586,00078 7T 2 Wz I IR &5
2£815,000/8 7T .2 518 ©
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15. ACQUISITION OF SUBSIDIARIES (Continued)

(iii) During the period, the Group acquired 97.62%
equity interest in EEAILERRAF[BRET
NEl ("EEHIL") for cash consideration of
RMB112,263,000.

E it principally engages in the installation of
natural gas pipeline network and related facilities
and sale of natural gas. A discount of acquisition
of EE L amounted to HK$2,281,000 which
was released to income statement during the
period. EE AL contributed to the Group’s
revenue of HK$38,256,000 and contributed
profit to the Group’s result for the period of
HK$13,986,000.

(iv) OnJune 7, 2007, the Group acquired 65% equity
interest in Otog Banner Chang Meng Gas Co. Ltd.
("Chang Meng Gas") for a cash consideration of
RMB1,950,000 which is equal to 65% share of
registered capital of Chang Meng Gas. Chang Meng
Gas is principally engaged in the transportation of
natural gas, the design, installation, management,
operation and maintenance of natural gas projects
and the construction of natural gas pipeline
network and provision of related facilities. Chang
Meng Gas has not commenced business during
the period.

Note: The initial accounting of above acquisition
has been determined provisionally, awaiting
the receipt of professional valuations related
to certain underlying assets and liabilities
of the acquiree.

16. ACQUISITION OF BUSINESS

Establishment of subsidiaries

On April 19, 2007, the Group entered into a joint venture
agreement pursuant to which a subsidiary namely SB§
Z T PR ER R IR E BIR A E A A (“Zhongrang Shi
Da") was established. The Group owned 59% issued
share capital of Zhongran Shi Da and contributed the
capital in cash of RMB51,920,000. The other shareholder
contributed the capital in cash of RMB36,080,000.
Zhongran Shi Da is principally engaged in the deign,
installation, operation and maintenance of natural gas
pipeline network and provision of related facilities.
Zhongran Shi Da has not commenced business during
the period.

15. WEBHB AR (&)

16.

(iii)

(iv)

R AEBENESREBEARYE
112,263,000t U & & B A 4t (&
AARARBEREARANITEE W
16 1)97.62% B AKE % -

EERILERERRAA[ETEN/E
HERNEER Bz EEARDE
IAR - WBEEHILZFNA
2,281,000/ 70 B F HR 0 Uk 25 5% 3%
K-BEAILREANARNEERT
k38,256,000 7T 2 Wi & AR
£ B 7 ¥ 4EH57K13,986,000/8 7T
B3 ) o

R-ZEZTLEXALH A£H
AR & K E AR 1,950,000
(HERRFXAAREMELZ
65% M) KBS RERT KA
REBREERBNRERAR])
65%B AR - RERXRFE
EREXRARBH M KXAKIER
RN TEFE - EERGE
B WHERERAREMBRIEHE
ERG e EXRARI[ARHAMDE
FEES -

ffet - BB Z Y12 &Rt IE
CEREE EEFEH
Wi EBE THEEER
BEZEEMERS -

Uy B

PRI 2 B

R-ZEZLFUA+IE » AEERIZ
—HAEWmE WBARSSEEH™
PR ERRIEEEREFEAR(F
MRESEZE D) VB - AEEHBF
MR IES9%E BHITRAW EAARYE
51,920,000 IR & & A « bR EF
A AR #36,080,000c & E A o
MSEFERBRARER IR %
2 OREBEREETIREBEERE - TR
BERBARFAEER -



16. ACQUISITION OF BUSINESS (Continued)

Establishment of subsidiaries (Continued)

On May 21, 2007, the Group entered into a cooperation
agreement with KA MR/ AMER AR AT pursuant
to which a subsidiary namely EX)FRKARER
‘A\] (“Changsha JV") was established. The Group
owned 70% issued share capital of Changsha JV and
contributed the capital in cash of RMB14,000,000.
The other shareholder contributed the capital in the
form of assets and liabilities. Changsha JV is principally
engaged in development, construction, operation,
management of natural gas stations in Changsha City,
Hunan Province of the PRC. Changsha JV contributed
HK$1,103,000 to the Group's revenue and contributed
loss of HK$459,000 during the period.

Establishment of jointly controlled entity

On May 21, 2007, the Company entered into a joint
venture agreement with Oman Oil Company S.A.O.C.
("O0C") pursuant to which a joint venture company
("Bermuda JV") was established in Bermuda. Bermuda
JV is principally engaged in the importation into the PRC
of energy products and the development or acquisition,
ownership and operation of energy projects in the
Middle East, the PRC and other parts of the World.
The Company initially subscribed for 3,500,000 shares
of the Bermuda JV in cash and OCC subscribed for
3,500,000 shares of Bermuda JV in cash and provision
of its resources it has in association with identification
and development of energy import projects in the Middle
East and other parts of the World. Bermuda JV has not
commenced business during the period.

Note: The initial accounting of above acquisition has
been determined provisionally, awaiting the
receipt of professional valuations related to
certain underlying assets and liabilities of the
acquiree.

16.

FERRERERAR  —TTL T\ FHHRE
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17. CAPITAL COMMITMENTS

)

(if)

On June 6, 2006, the Group entered into an
investment agreement (”Investment Agreement”)
with Dalian SOA Administration Bureau to establish
a subsidiary namely KEF BB TMRRERBERA
Al ("Dalian JV"). Dalian JV will engage principally
in the natural gas business. The Group will
hold 75% equity interest of Dalian JV after
its establishment. Pursuant to the Investment
Agreement, the registered capital of the Dalian
JV will be RMB1,000,000,000 (approximate
HK$1,020,408,000). RMB750,000,000 (approximate
HK$765,306,000) will be contributed by the Group
by way of cash and the remaining RMB250,000,000
(approximate HK$255,102,000) will be contributed
by Dalian SOA Administration Bureau by way
of assets injection. The transaction was not yet
completed at the date of this report.

On September 16, 2006, a wholly owned subsidiary
of the Company entered into a agreement with {2 /1|
AR 4L A 7] ("Dezhou Partner”) pursuant to which
M PR TR E R AR QR ("Dezhou JV") will
be established in Dezhou city, Shandong Province,
the PRC. Dezhou JV will be engaged principally in
the natural gas business in Dezhou city. Dezhou JV
will be owned beneficially as to 51% by the Group
and 49% by Dezhou Partner. The registered capital
of Dezhou JV will be RMB218,622,000 of which
RMB111,497,000 (approximate HK$113,772,000)
will be contributed by the Group by way of cash
and the remaining capital would be contributed
by Dezhou Partner by way of injection of assets
and liabilities of an existing business. The Group
has paid HK$36,600,000 during the period. The
transaction was not completed at the date of this
report.

17. BAREE

()

(ii)
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17. CAPITAL COMMITMENTS (Continued)

(iii)

(iv)

(vi)

On June 26, 2007, a joint venture agreement
("JV agreement”) was entered into between
GAIL (India) Limited ("GAIL") and the Company,
pursuant to which a joint venture company will
be established in Bermuda ("Bermuda JV"). The
business of the Bermuda JV shall be primarily
on investment and engagement in the operation
and management of projects regarding purchase,
sale, processing, distribution, marketing and
transportation of natural gas. Pursuant to the
terms of the JV agreement, the Company and
GAIL will each subscribe for 250,000 JV shares
at par in the amount of USD250,000.

On September 6, 2007, the Group entered into
a joint venture agreement pursuant to which a
joint venture company with registered capital of
RMB20,000,000 would be established in Huanghau
City, Hebei province for the purpose of building of
a natural gas pipeline from Huanghua city to Bohai
New Zone. The Group would hold 65% interest in
the joint venture company. The transaction was
not completed at the date of this report.

On September 27, 2007, the Group entered into
a joint venture agreement pursuant to which a
joint venture company (“Bohai JV") with registered
capital of RMB10,000,000 would be established in
Bohai New Area, Hebei province for the investment
and operation of natural gas project. The Group
would 70% interest in Bohai JV. The transaction
was not completed at the date of this report.

On September 29, 2007, the Group entered into
exclusive operation agreement with g A
AEEEEB pursuant to which a wholly owned
subsidiary with registered capital of RMB50,000,000
would be established for the investment and
operation of natural gas project in Muizhou,
Guangdong province. The transaction was not
completed at the date of this report.

PERRIZERERAR
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17. BREE(E)

(i)
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17.

18.

19.

Interim Report 2007/08

CAPITAL COMMITMENTS (Continued)

Save as disclosed above, as at September 30, 2007,
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$232,576,000 (March 31,
2007: HK$392,357,000) and HK$149,755,000 (March
31, 2007: HK$56,006,000), respectively.

PLEDGE OF ASSETS

The Group pledged certain property, plant and equipment
and prepaid lease payments having a net carrying amount
of approximately HK$125,373,000 and HK$42,989,000
(March 31, 2007: HK$356,842,000 and HK$21,030,000),
investment properties having a carrying value of
HK$18,100,000 (March 31, 2007: HK$18,100,000),
current assets having carrying amount of HK$49,731,000
(March 31,
their equity investments in other subsidiaries to banks

2007: Nil) and certain subsidiaries pledged

to secure loan facilities granted to the Group.

RELATED PARTY TRANSACTIONS

During the period, the Group purchased gas for
total amount of approximately HK$41,385,000 (year
ended March 31, 2007: HK$95,334,000) from minority
shareholders of subsidiaries.
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20. POST BALANCE SHEET EVENTS

On October 22, 2007, the Company entered into an
agreement with Harbin State Owned Committee pursuant
to which the Company agreed to acquire and Harbin
State Owned Committee agreed to sell 48% equity
interests in Harbin Chongqging Gas Co. Ltd. for an
aggregate consideration of RMB477,300,000 payable
in cash. Harbin Chongging Gas is principally engaged
in piped-gas supplies, transport and sales, design and
construction of piped-gas networks, LNG, CNG refilling
stations and relevant facilities.

On October 25, 2007, a joint venture agreement was
entered into between Zhongran Investment Limited and
BTN ML E L2 EE AR A A for the establishment
of a joint venture company with registered capital of
RMB20 million in Yulin city, Shannxi province for the
operation of a city gas project in Yulin. The Group holds
60% interest in the joint venture company.

On October 29, 2007, Zhongran Investment Limited
entered into a cooperation agreement with Shenyang
People’s Government for the establishment of a wholly-
owned subsidiary by Zhongran Investment Limited with
registered capital of RMB20 million.

Interim Dividend

Given the cash need for continual business expansion,
the Board resolved not to recommend the payment
of an interim dividend for the six months ended
September 30, 2007 (six months ended September
30, 2006: NIL).

20.
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Management Discussion and Analysis
Business Review

The Group is principally engaged in the investment in,
and the operation and management of, gas pipeline
and the sale and distribution of piped natural gas
and compressed natural gas in China.

For the six months ended September 30, 2007, turnover
of the Group amounted to HK$877,762,000. This
represented an increase of 84.8% on the figure of
HK$475,098,000 for the same period of 2006. Gross
profit was HK$271,802,000, increased by 70.5% over
the same period of last year. Since 2006 financial
year, the Group needed to reflect the movement of
fair values of all its derivatives financial instruments
(including convertible bonds) in the income statements
in accordance with the new accounting standards.
The Group issued US$40 million convertible bonds
at an exercise price of HK$1.731 per share in June
2005 of which US$26 million were exercised during
the period under review. As the market prices of
the Group's stocks were substantially higher than
HK$1.731 at the time of exercise of the US$26
million convertible bonds and as at September 30,
2007, the Group needed to reflect a significant loss
in fair value change of the US$40 million convertible
bonds in the income statements in accordance to the
new accounting standards. The change in fair value
of convertible bonds and other derivative financial
instruments resulted in a net loss of approximately
HK$135,956,000 for the period under review. As a
result of this, the Group recorded profit after taxation
in the amount of HK$74,476,000. If such loss in fair
value change on the derivative financial instruments
was excluded from the first half 2007 and first half
2008 results, the Group recorded profit after taxation
of HK$210,432,000, increased by 143.2% over the
same period last year, earnings per share was HK6.36
cents, an increase of 147.5%.
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New Project Expansion

As at November 30, 2007, the Group had secured
63 city piped gas projects (with exclusive concession
rights) in 16 provinces, autonomous regions and
directly-administered cities, owned one natural gas
company with natural gas exploration right, six long
distance natural gas pipeline projects and one coal-
bed methane gas exploration project.

The new projects include six city piped gas projects
(with exclusive concession rights) namely Taizhou in
Zhejiang Province, Meizhou in Guangdong Province,
Bohai New Area in Hebei Province, Sujiatun district
of Shenyang in Liaoning Province, Harbin city in
Heilongjiang Province and Yulin city in Shaanxi province,
two long distance gas pipeline projects in Inner
Mongolia Autonomous Region and Hebei Province
respectively and one natural gas purification company
in Chongging Municipality. The Harbin project was
the largest city gas project opened for tendering in
recent years in China. Harbin city has a population
of about 10 million and currently owns about one
million households and nearly 3,000 commercial and
industrial users. With prominent competitive strength,
the Group was finally awarded the tender and this
reflects the Group’s leading position in the industry.

The above new projects cover a connectable city
population of approximately 8,730,000 (approximately
2,727,000 households). The connectable city population
covered by the Group’s gas projects has increased to
approximately 40,738,000 (approximately 12,729,000
households) as of November 2007.

Construction of Piped Gas Networks

Construction of city gas pipeline networks is one of
the Group’s principal businesses. The Group builds city
main pipeline networks and branch pipeline networks
to make gas connection to residential, industrial
and commercial users, and charges them for such
connection and gas usage.
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As at September 30, 2007, the Group accomplished
natural gas supply in 43 cities and four long distance
pipelines, and had built high-pressure pipelines of
approximately 705 km, medium to low-pressure
pipelines of approximately 6,742 km and branch and
customer pipeline network of 7,036 km.

Residential Customers

During the period, the Group completed connections
for 74,159 households, an increase of approximately
18.8% over the same period of last year. The average
connection fee of residential users was RMB2,368
yuan, an increase of approximately 13.2% compared
to that of the financial year 2007. Such increase in
connection fee level was primarily due to the economic
prosperity locations where connections happened and
the higher fees approved by the local governments.

During the period, the Group acquired a total of
568,291 residential users who were primarily from the
Baotou and Qingdao projects. As at September 30,
2007, the Group had a total of 2,004,403 connected
residential users, increased by 89.4% over the same
period of last year, representing 18.4% of the Group’s
total connectable households.

Industrial and Commercial Customers

During the period, the Group completed natural gas
connections for 15 industrial customers and 508
commercial customers and acquired eight industrial
customers and 6,435 commercial customers. Industrial
users are primarily in the building materials, ceramics,
metallurgy, chemical and glass making industry.

As at September 30, 2007, the Group had a total
of 152 connected industrial customers and 17,511
connected commercial customers, increased by 76.7%
and 137.2% respectively compared with the last period.
Connection fee for industrial users was calculated on
the basis of the contracted daily gas volume at the
average rate of RMB14 yuan per m? and the average
connection fee paid by commercial customers was
RMB94,529 yuan per customer. The lower connection
fee for industrial users was mainly because of bigger
discounts given to large industrial customers.
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During the period under review, the Group recorded
connection fee revenue of HK$227,027,000,
representing approximately 25.9% of the Group’s
total revenue for the period.

Sale of Piped Gas

During the period, the Group sold a total of 380,489,000
m?3 piped gas, a substantial increase of 124.6% as
compared to the same period of last year, of which
313,841,000 m? was piped natural gas, an increase
of 117.3%, 66,648,000 m* was piped coal gas and
LPG, an increase of 166.2%. Among the sales of piped
natural gas, 44,752,000 m? was sold to residential
users, 153,666,000 m? to industrial users, 35,827,000 m?
to commercial users, 42,208,000 m? to CNG vehicle
drivers and 37,387,000 m? to other users.

During the period, gas sold to industrial users
represented 49.0% of the total natural gas volume
sold, commercial users 11.4%, residential users
14.3% and CNG vehicles 13.4%. For the natural gas
sales income, the Group recorded HK$497,542,000,
representing approximately 56.7% of the Group’s total
revenue for the period, an increase of approximately
106.1% over the same period of last year.

As at September 30, 2007, the daily natural gas supply
capacity of the Group reached 2,374,744 m?, increased
by approximately 170.6% over the same period of
last year, of which the actual domestic usage was
approximately 391,530 m3/day, actual industrial usage
approximately 1,073,221 m?3/day, actual commercial
usage approximately 379,772 m3/day, and actual CNG
vehicles usage approximately 389,743 m3/day. As of
November 30, 2007, the total natural gas supply of
the Group had exceeded 4,080,000 m3/day due to
the huge increase of gas usage by downstream gas
users along certain long distance pipelines.
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Average selling price (pre tax) was RMB1.74 yuan/m?
for residential users, RMB1.49 yuan/m? for industrial
users, RMB2.05 yuan/m? for commercial users, and
RMB1.98 yuan/m? for CNG vehicles.

During the period, the Group sold in total of 66,648,000 m?
piped coal gas and LPG, of which 43,668,000 m?
was sold to residential customers, 3,324,000 m? to
industrial customers and 9,960,000 m? to commercial
customers.

CNG Refilling Stations for Vehicles

The Group currently owns 33 CNG refilling stations
for vehicles, with a daily capacity in excess of 430,000 m>.
Currently, there are over 20 CNG refilling stations for
vehicles under construction. It is expected that sales
income from CNG will become one of the Group’s major
revenue in the near future. During the period, sales
income from CNG for vehicles was HK$83,570,000,
represented 16.8% of the Group's total sales income
of natural gas.

Other Project Development

In September 2007, the Group signed a cooperation
agreement with the People’s Government of Wushen
Banner, Inner Mongolia Autonomous Region to explore
and produce coal bed methane in Ordos city.

Pursuant to the cooperation agreement, the Group will
develop a block of 2,440 square kilometers in area
in the Nalinhe region of Ordos city in Inner Mongolia
for coal bed methane exploration and production. The
Group will make use of new techniques and crafts for
comprehensive coal bed methane processing, utilization,
liguefaction, pipeline transmission and application.
The initial field for exploration and development will
span 600 square kilometers.
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Coal bed methane is similar to normal natural gas and
methane is a major component of coal bed methane.
It is a highly-efficient clean energy source and can
be transmitted through natural gas pipelines. The
development and utilization of coal bed methane
could present enormous business opportunities for
the Group.

Gross Profit Margin and Net Profit Margin

During the period under review, the Group realized
revenue of HK$877,762,000 (six months ended
September 30, 2006: HK$475,098,000), an increase of
84.8% over the same period of last year; gross profit
of HK$271,802,000 (six months ended September
30, 2006: HK$159,398,000), representing 31.0% of
the Group’s overall gross profit margin (six months
ended September 30, 2006: 33.6%); net profit of
HK$74,476,000 (six months ended September 30,
2006: HK$101,386,000), representing an overall net
profit margin of 8.5% (six months ended September
30, 2006: 21.3%).

Employees

As at September 30, 2007, the Group had approximately
8,606 employees, representing an increase of
approximately 17.2% compared to March 31, 2007.
The increase was due to the increase in the numbers
of natural gas joint venture companies during the
period. More than 99.9% of the Group’s employees
are located in China.
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Financial Review
Liquidity
As at September 30, 2007, the total assets of the Group

was HK$9,343,408,000, increased by approximately
28.1% as compared to March 31, 2007.

As at September 30, 2007, the Group’s cash on hand was
HK$1,428,956,000 (March 31,2007: HK$1,512,347,000).
The Group’s total bank and other borrowings amounted
to approximately HK$4,481,366,000 (March 31, 2007:
HK$2,929,233,000) of which approximately 42.5%,
4.8%, 23.0% and 29.7% would be due within one
year, from first to second year, from second to fifth
year and after the fifth year, respectively.

The Group has a current ratio of approximately
1.15 (March 31, 2007: 1.65) and the net gearing
ratio was 1.09 (March 31, 2007: 0.75). The
calculation of net gearing ratio was based on
the net borrowings of HK$3,461,193,000 (total
borrowings of HK$4,890,149,000 less bank balances
and cash of HK$1,428,956,000) and the net assets of
HK$3,183,850,000 as at September 30, 2007.

Capital Structure

The Company issued convertible bonds with 1% per
annum coupon due June 29, 2010 with an aggregate
principal amount of US$40,000,000 (the “Bonds”) in
June 2005. The initial conversion price of the Bonds
was HK$1.731 but the conversion will be adjusted in
accordance to the initial agreement if any shareholding
dilution event happens. The Bonds have been listed on
The Hong Kong Stock Exchange since June 1, 2006.
As at November 30, 2007, a total of US$38,000,000
of the Bonds had been converted into a total of
171,230,491 ordinary shares of the Company.
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Financial Resources

The Group does not anticipate any material foreign
exchange exposure since its cash, borrowings, revenue
and expenses are denominated in Hong Kong dollars,
RMB and US dollars. Besides, the Group believes that
RMB appreciation will continue in the foreseeable
future. Since all the operating income of the Group
is denominated in RMB, the Group is expected to be
benefited from repaying foreign currency debts by
RMB funding.

As the interest charged on the commercial loans and
development capital loans granted to the Group was
calculated on a floating basis, in order to minimize
the interest rate risk, the Group has entered into
interest rate swap contracts to mitigate interest rate
risk and reduce finance costs. During the period under
review, the Group had bank loans in the total amount
of US$210 million with terms from five to ten years.
Though these interest rate swap contracts, actual
weighted average interest rate thereon was 5.43%.

The Group’s operating and capital expenditures are
funded by operating cash income, subscription monies
from strategic investors, bank loans, the Bonds and
development capital loan facility. The Group has
sufficient sources of funds to meet future capital
expenditure and working capital requirements.

Charge on Assets

As at September 30, 2007, the Group pledged part
of its property, plant and equipment, prepaid lease
payments, investment properties and certain current
assets having a carrying value of approximately
HK$236,193,000 (March 31, 2007: HK$395,972,000)
and certain investments in subsidiaries to banks to
secure loan facilities granted to the Group.
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Capital Commitments

The Group has a capital commitments of
HK$232,576,000 (March 31, 2007: HK$392,357,000)
and HK$149,755,000 (March 31, 2007: HK$56,006,000)
in respect of the acquisition of property, plant and
equipment and construction materials contracted for
but not provided in the financial statements as at
September 30, 2007. Such commitments would require
a substantial part of the Group’s present cash and
external borrowings. The Group has also committed
to acquire part of the PRC enterprise shares and to
establish sino-foreign joint venture companies in the
PRC.

Contingent Liabilities

As at September 30, 2007, the Group did not have
any material contingent liabilities (as at March 31,
2007: Nil).

Prospects

Looking into the next half financial year, the Group will
continue to actively look for investment opportunities
in large and medium-sized city gas projects with
reasonable investment returns, expand its customer base
and further integrate the existing city gas projects and
increase the Group's overall project qualities and level
of investment return. Besides, the Group will continue
to explore more business opportunities with our
strategic shareholders in developing overseas natural
gas exploration and transportation business.
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Directors’ and Chief Executives’
Interests In Shares

As at September 30, 2007, the interests or short
positions of the directors and the chief executive of
the Company in the equity or debt securities and
underlying shares 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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(1)

Ordinary shares of HK$0.01 each of the

Company

Interim Report 2007/08

(i)

AR EREMEIIEBLT ZEE

B -

Nature
Name of Director Note of interest
EENR B 5 EEME
Mr. Liu Ming Hui 1 Personal
("Mr. Liu™)
2IEAE S & A
(Frg1%&4£1)

Approximate
percentage

or attributate
percentage of

Total shareholdings
BREBAED

By HEEEDL

(%)

376,514,000 (L) 11.65
118,500,000 (S) 3.67

(L) Long position
(S) Short position

Note:

These 376,514,000 Shares represent 258,014,000
beneficially owned by Mr. Liu, and 118,500,000 to
be delivered to Hai Xia Finance Holdings Limited
(“Hai Xia"). Pursuant to a sale and purchase
agreement dated March 8, 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 March
9, 2005. As at September 30, 2007, the sale
and purchase of 71,500,000 Shares had been
completed.
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Directors’ and Chief Executives’ EERITHEIRARD 2ES
Interests In Shares (Continued) (&)
(ii) Share options: (i) B

Approximate

percentage
Number of of the issued
Number of  Nature of underlying  share capital of
Name of Director options held interest Shares the Company
ERDE
¥E 1HE BRITREZ
EERE BREKE EEME K& E BABDE
(%)
Mr. Li Xiaoyun 5,000,000 (Note 1) Personal 5,000,000 0.15
5,000,000 (Note 5) Personal 5,000,000 0.15
FNERAE 5,000,00013 (Mi&E1) A
5,000,00017 (Ffi5E5) A
Mr. Xu Ying 5,000,000 (Note 1) Personal 5,000,000 0.15
90,000,000 (Note 3) Personal 90,000,000 2.78
RELE 5,000,00017 (Ff3E1) A
90,000,0001n (Ff5E3) A
Mr. Liu Ming Hui 5,000,000 (Note 1) Personal 5,000,000 0.15
130,000,000 (Note 3) Personal 130,000,000 4.02
Bl L s 5,000,00017 (Ff3E1) A
130,000,00017 (Fff7E3) A
Mr. Ma Jin Long 9,240,711 (Note 1) Personal 9,240,711 0.29
FeRLE 9,240,7111n (F3E1) A
Mr. Zhu Wei Wei 4,000,000 (Note 1) Personal 4,000,000 0.12
6,000,000 (Note 2) Personal 6,000,000 0.19
REERE 4,000,0001% (FH#E1) A
6,000,0001n (Ff5E2) A
Mr. Mao Er Wan 1,000,000 (Note 1) Personal 1,000,000 0.03
E_BE4E 1,000,000 (BI&ET) A
Ms. Wong Sin Yue 1,000,000 (Note 1) Personal 1,000,000 0.03
Cynthia 700,000 (Note 4) Personal 700,000 0.02
BEmL L 1,000,0001% (FH#E1) A
700,00017 (HKizt4) A
Mr. Zhao Yu Hua 1,000,000 (Note 1) Personal 1,000,000 0.03
700,000 (Note 4) Personal 700,000 0.02
HEELE 1,000,000 (BI&ET) A

700,000 (FizE4) A
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Directors’ and Chief Executives’ EERTHAZRROG Z2EE
Interests In Shares (Continued) (%)
(ii) Share options: (Continued) (ii) BR#E (&)

Notes: PEE -

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 September 1, 2004 to January 8,
2014.

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 March
20, 2005 to October 5, 2014.

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 November 22, 2004
to October 5, 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.

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 January
1, 2005 to October 5, 2014.

These options were granted under the Share
Option Scheme and entitle the holders thereof
to subscribe for Shares at an exercise price of
HK$1.50 per Share during the period from October
20, 2010 to October 19, 2015.

LZEBEEDRBERARAFAR-F
T_F_ANBARNZERE
RPEI(TBRESSE DRE - B
BAREETR-_ZZTMFNA—
FE_Z-WE—A/\BHBEN
T EERR{10.8078 TR E K
D2 HEM »

ZE R TR R B AR R A B IR
t HEAABEE TR _ZZR
F=ZR-+HE-Z—MF+A
T A BB RITEESRRR$H0.71
BT RIEIR D 2 R o

ZE R TR R B AR R A B IR
H HEAABEE TR _ZZTN
F+—AZ+ZREZT—NF
TAREEHBENTEEZSRRER N
0.7VEBTRERGN 2HEF - 1718
s PR S BT 75 2 IR R AR SR B R
fERETHER Z2GEEERE
BN R B T £ IR 2 A% 26D 75 B
AT H1,000,000,000/5 7T °

%5 W IR T AR R R AR A AT R
t ERAAEBR TR _-_ZZA
F—F—RE-_Z—NE+AH
BEENATEESRR7D0.71%
TUREEIR 17D 2 #EF o

75 R Ty AR R B AR R AT &
B HEBAEEFTHR=Z=—
TE+A-FHE-ZE—RET
A+ BHEEUTEESRRG
1.508 T RIBIR D 2 EF ©



Directors’ and Chief Executives’
Interests In Shares (Continued)

(ii) Share options: (Continued)

Save as disclosed above, as at September 30,
2007, 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.

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 September 30, 2007,
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:

FERRERERAR  —TTL T\ FHHRE

EERTHEAIRRAROD 2ES

(#&)

(ii) BRRE (&)
B EXR#EEIN  RZTTLF
NA=+AH  ARRAEERITHE
HBLEN AR R S H AR LB (1%
BHRBEGOEXVEZEE)Z
f&tn - FBRARD S ES A S
BREERA)VRIEZS RHAEKRIE
XVEBEE7 2 585y B w4 78 i A AR A
ARz EREE(BER
BRESLBHERIEBENZSE
EWEFSIRARE 2 ERRRE
B) HNRBEES RBEKRANE
35218 E MBI ANZGHIFTIE 2

Btz ERZIEE - iR

BLEMARAME LT RAREEELT
BHERGHZIZETRANABAAR
AR EwmEE A -

BEREBEESRBHAEKRDZE
XVEBHE2RIDLEFHE 2
AHREEZATIRETFERRE

BARREERTRBENN  R=F
Z+EHFNA=Z+H " THAL(ERRAF
ZEEBRITHRAHRIN R HD R AEE
Br(BECMNEEZSRA BERE
R )P HEEREEEEBEREZSF K
B E GBI EXVIEE 2R EID E 2 IEX
NERARR BB E R E
B S EESEEEES% S ST
—ERTRAEEEWEMEE AR
ZBREAE FIREMER 2 E AR
NEE :
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Persons who have an interest or short BERBESRBAEKRDZE
position which is discloseable under XVHBE2RIDHEAFHE 2
Divisions 2 and 3 of Part XV of the SFO BRERAZATIRIERR(EZ)
and substantial shareholders (Continued)

Approximate
percentage or

Name of attributate percentage

Shareholders Notes Nature of interest Total of shareholdings

BREBENESL

RREE/ B8 k3 ERHE “ay REEEIL

(%)

Ms. Xu Xau Lan Deemed interest 511,514,000 (L) 15.82

FEBRL ReER 118,500,000 (S) 3.67

Hai Xia Beneficial owner 340,000,003 (L) 10.52

hisdls ERBEEAN 150,000,003 (S) 4.64

China Petroleum & Beneficial owner 210,000,000 (L) 6.50

Chemical Corporation

HE AR TARAT ERBEBA

GAIL (India) Limited Beneficial owner 210,000,000 (L) 6.50
EREBA

Oman Oil Company S.A.0.C. Beneficial owner 237,567,000 (L) 7.35
ExBEBA

Oman Investment Fund Beneficial owner 161,803,550 (L) 5.00

ESBEA

(L) Long position
(S) Short position

(L) K&
(s) Xg



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 (Continued)

Notes:

1.

Ms. Xu Xau Lan is deemed to be interested in the
Shares held by her spouse, Mr. Liu.

Among these 340,000,003 Shares, 221,500,003 Shares
are beneficially owned by Hai Xia and 118,500,000 Shares
are to be delivered by Mr. Liu to Hai Xia pursuant to
the sale and purchase agreement dated March 8, 2005
and entered into between Hai Xia and Mr. Liu. Details
of the transaction were set out in the announcement
of the Company dated March 9, 2005. As at September
30, 2007, the sale and purchase of 71,500,000 Shares
had been completed.

The Company was notified by Oman Investment Fund on
November 28, 2007 that it held a total of 161,803,550
shares of the Company, representing 5% of the issue
share capital of the Company as of October 31, 2007.
Oman Investment Fund is the investment fund under the
Ministry of Finance of the Oman Sultanate Government
that holds and manages the reserve fund of the Oman
Sultanate Government.

Purchase, Sale and Redemption Shares

For the six months ended September 30, 2007, neither
the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s shares.

PERRIZERERAR

—TTH T )\FhfRE
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Audit Committee

The Company has established an audit committee in
compliance with Rule 3.21 of the Listing Rules for
the purposes of reviewing and providing supervision
over the Group’'s financial reporting process and
internal controls and comprises three independent
non-executive directors. The audit committee has
reviewed the unaudited interim results of the Group
for the six months ended September 30, 2007 prior
to their approval by the Board.

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 of The Stock Exchange of Hong
Kong Limited (“Listing Rules”) except that 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.

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, all directors
confirmed that they have complied with the Model
Code throughout the period ended September 30,
2007.

On Behalf of the Board of
China Gas Holdings Limited
Liu Ming Hui

Managing Director

Hong Kong, December 19, 2007
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