NOTES TO THE FINANCIAL
STATEMENTS

For the year ended March 31, 2006

1.

GENERAL

The Company is incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
address of its registered office and principal place of business are
disclosed in the section headed “Corporate Information” of the Group’s
annual report.

The Company acts as an investment holding company. The activities
of its principal subsidiaries are set out note 48.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the Company.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In current year, the Group has applied, for the first time, a number of
new Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong
Accountings Standards (“HKASs”) and Interpretations (hereinafter
collectively referred to as “new HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) that are
effective for the Company’s accounting periods beginning on or after
April 1, 2005 other than HKFRS 3 “Business combinations”, HKAS
36 “Impairment of Assets” and HKAS 38 “Intangible Assets” that
had been early adopted by the Group for the year ended March 31,
2005. The application of the new HKFRSs has resulted in a change
in the presentation of the consolidated income statement,
consolidated balance sheet and consolidated statement of changes
in equity. In particular, the presentation of minority interests and share
of tax of associates have 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 years are prepared and presented:

Share-based payments

In the current year, 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 the
share options over the vesting period determined at the date of grant
of the share options. 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 April 1, 2005. In relation to share options granted
before April 1, 2005, the Group choose not to apply HKFRS 2 with
respect to share options granted on or before November 7, 2002
and vested before April 1, 2005. However, the Group is still required
to apply HKFRS 2 retrospectively to share options that were granted
after November 7, 2002 and had not yet vested on April 1, 2005.
Comparative figures have been restated (see note 2A for the financial
impact).
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Financial instruments

In the current year, 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 the
Company’s annual periods beginning on or after April 1, 2005,
generally does not permit the recognition, derecognition or
measurement of 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 except in the case that the settlement were
not at fixed number of equity instrument, which HKAS 39 requires
the issuer to recognise the compound financial instrument in the
form of financial liability with embedded derivatives. HKAS 39 requires
derivatives embedded in a non-derivatives host contract to be
accounted for separately when the economic risks and characteristics
are not closely related to those of the host contract and the host
contract is not carried at fair value through profit or loss. 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 2005 has been restated in order to reflect the increase in
effective interest on the liability component (see note 2A for the
financial impact).

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.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Financial instruments (Continued)

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

By March 31, 2005, the Group classified and measured its 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

nou

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 April 1, 2005 onwards, the Group classifies and
measures its equity securities in accordance with HKAS 39. Under
HKAS 39, financial assets are classified as “financial assets at fair

”w

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. “Loans and receivables” and “held-to-maturity financial
assets” are measured at amortised cost using the effective interest

method after initial recognition.

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

Financial assets and financial liabilities other than investments in
equity securities

From April 1, 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

noou

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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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Financial instruments (Continued)

Derivatives and hedging

From April 1, 2005 onwards, all derivatives that are within the scope
of HKAS 39 are required to be carried at fair value at each balance
sheet date regardless of whether they are deemed as held-for-trading
or designated as effective hedging instruments. Under HKAS 39,
derivatives (including embedded derivatives separately accounted for
from the non-derivative host contracts) are deemed as held-for-trading
financial assets or financial liabilities, unless they qualify and are
designated as effective hedging instruments. The corresponding
adjustments on changes in fair values would depend on whether the
derivatives are designated as effective hedging instruments, and if
so, the nature of the item being hedged. For derivatives that are
deemed as held-for-trading, changes in fair values of such derivatives
are recognised in profit or loss for the period in which they arise.

There are three types of hedge relationships under HKAS 39, including
fair value hedges, cash flow hedges and net investment hedges. For
cash flow hedges, changes in the fair value of the effective portion of
hedging instruments are recognised initially in equity and ‘recycled’
into the income statement when the hedged items affect profit or
loss. Changes in the fair value of the ineffective portion of hedging
instruments are recognised directly in profit or loss.

The Group has applied the relevant transitional provisions in HKAS
39. For derivatives that do not meet the requirements of hedge
accounting in accordance with HKAS 39, the Group has, from April
1, 2005 onwards, deemed such derivatives as held-for-trading.

Option embedded in convertible note and bonds issued during the
year and change in fair value of all derivative financial instruments
during the year are disclosed in note 26. On April 1, 2005, the Group
recognised the fair value of stock subscription option on April 1, 2005,
amounting to HK$11,500,000, in the Group’s accumulated profits
(see note 2A for the financial impact).
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the
cost model. In the current year, the Group has applied HKAS 17
“Leases”. Under HKAS 17, the land and building 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 building 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 building
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).

Leasehold land held for undetermined future use
Previously, leasehold land held for an undetermined future use was
carried at cost less impairment. The Group classifies its leasehold
land held for an undetermined future use as investment properties
and use the fair value model to account for such leasehold land in
accordance with HKAS 40. Changes in fair value of the leasehold
land are recognised directly in profit or loss. The Group has applied
the relevant transitional provisions in HKAS 40 and adopted the change
in accounting policy from April 1, 2005 onwards. An adjustment of
HK$6,900,000 has been made to the carrying amount of the
leasehold land as at April 1, 2005 with a corresponding adjustment
recognised in the accumulated profits of the Group (see note 2A for
the financial impact).
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Investment properties

In the year ended March 31, 2006, the Group, for the first time,
applied HKAS 40 “Investment property”. The Group has elected to
use the fair value model to account for its investment properties which
requires gains or losses arising from changes in the fair value of
investment properties to be recognised directly in the profit or loss
for the year in which they arise. Before the adoption of HKAS 40,
investment properties under predecessor standard SSAP 13 were
measured at open market values, with revaluation surplus or deficit
credited or charged to investment property revaluation reserve unless
the balance on this reserve was insufficient to cover a revaluation
decrease, in which case the excess of the revaluation decrease over
the balance on the investment property revaluation reserve was
charged to the income statement. Where a decrease had previously
been charged to the income statement and a revaluation surplus
subsequently arose, that increase was credited to the income
statement to the extent of the decrease previously charged. The Group
has applied the relevant transitional provisions in HKAS 40 and elected
to apply HKAS 40 from April 1, 2006 onwards. Since the Group has
no investment properties in the year ended March 31, 2005, hence,
this change has had no material effect on the results for the periods
before the adoption.

Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect of revalued
investment properties were assessed on the basis of the tax
consequence that would follow from recovery of the carrying amount
of the properties through sale in accordance with the predecessor
interpretation (SSAP-Interpretation 20). In the year ended March 31,
2006, the Group has applied HK(SIC) Interpretation 21 (“HK(SIC)
INT-21") Income taxes — recovery of revalued non-depreciable assets
which removes the presumption that the carrying amount of investment
properties is to be recovered through sale. Therefore, the deferred
tax consequences of the investment properties are now assessed on
the basis that reflects the tax consequences that would follow from
the manner in which the Group expects to recover the property at
each balance sheet date. In the absence of any specific transitional
provisions in HK(SIC) INT-21, this change in accounting policy has
been applied retrospectively. This change has had no material effect
on the results for the periods and accordingly no adjustment is required
for the periods before the adoption.
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2A.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
Interests in jointly controlled entities

In previous years, 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).

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

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:
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REEZTENT :

2006 2005
—EEXRE —ETRF
HK$’000 HK$'000
FHT FHT
Change in fair value of investment properties WEWMEZ AT EEE 6,073 =
Increase in effective interest expense on AR IR K Al &S
the liability component of convertible note ZEBEBDZER
and convertible bonds ) B A S 38 hn (8,200) (6,158)
Change in fair value of derivative financial instruments $T4 &R T E 2 AF(EES) 25,669 =
Expenses in relation to share-based payments BREUBRGEANFZZHAX (8,505) (29,474)
Increase (decrease) in net profit for the year and REFE K AR R SAEREA A
attributable to equity holders of the Company e R FFREE I Ofd) 15,037 (35,632)




NOTES TO THE B 7S 3R R B &
FINANCIAL STATEMENTS

For the year ended March 31, 2006 BE_ZTXFE-A=1+—HIFE

2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN A 2T BER B 2 ERE (£)
ACCOUNTING POLICIES (Continued)

Analysis of increase (decrease) in profit for the period by line items BE—T2 2 EBRE RS HRR AR
presented according to their function: 2 CEd) 2o :
2006 2005
—EERE e
HK$’000 HK$’'000
FERT FAxT
Increase in revenue gzl 44,904 1,187
Increase in cost of sales $HE A AN 0N (27,267) (899)
Increase in other income H AU AL N 4,089 20
Increase in distribution costs 23 88K 7N HE (1,324) (15)
Increase in administrative expenses TR S8 N (19,280) (30,784)
Increase in change in fair value of B AN EZEIEM
investment properties 6,073 -
(Increase) decrease in share of results DL ERIE SR EE
of jointly controlled entities () R (8,857) 1,035
Increase in taxation MIBLE N (195) (18)
Increase in finance costs B 7% 2 FE hN (8,637) (6,158)
Increase in share of results of associates 7B X B SEAEIE N (138) =
Increase in change in fair value of derivative mEERIAEZATE
financial instruments BEpIL N 25,669 =

15,037 (35,632)
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2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)

2A. BT BRNE 2

76

N 77

TEBE (&B)

The cumulative effects of the application of the new HKFRSs as at ERAMB SN BREENER_ZSTRAF=A=
March 31, 2005 and April 1, 2005 are summarised below: +—BE-_ZEZTRFMNA—HZ Rt Ef i
T~
Effect of
As at HKAS 1 As at
March 31, and  Effectof  Effectof  Effectof  Effectof March 31, Effect of  Effect of As at
2005 HKAS 27 HKFRS 2 HKAS 17 HKAS 31 HKAS 32 2005 HKAS 40 HKAS 39 April 1,
B BEEt  EEEE i BB i IS i & 2005
“EERE BAIEL  HEER  SinER &iEE 8RN —ITHF  giEH  &iEl iy
=A R21% F2¥ EUTE E31E  ER2E =A F40%  F39% —TEIF
=t+-H yg A/ ¥e ¥ ¥4 =1-H 2% 2¥E€ MA-B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TEL TAL FAL TAL TAL TEL FAL TR TAL
(originally
stated) (restated) (restated)
(R31) (Z31) (231)
Balance sheet items EEABRIER
Property, plant e
and equipment P& 998,112 - - (43,988) 540 - 954,664 - - 954,664
Properties held FHERRMZE
for development 17,500 - - (17,500) - - - - - -
Investment properties REME - - - - - - - 24,400 - 24,400
Interest in a jointly RERE]
controlled entity EER 20,454 - - - (20,454 - - - - -
Interests in associates NGNS 5 - - - - 751 - 751 - - 751
Investments in securities FHRE 19,920 - - - 203 - 20,123 - (20,123 -
Available-for-sales ARHERE
investments - - - - - - - - 20,123 20,123
Prepaid lease payments BERRERE - - - 61,488 - - 61,488  (17,500) - 43,988
Inventories FE 38,829 - - - 3,691 - 42,520 - - 42,520
Trade and B ORGSR
other receivables HthEKEE 85,761 - - - 905 - 86,666 - - 86,666
Bank balances and cash BOEGRES 695,389 - - - 16,626 - 712,015 - - 712,015
Trade and other payables  ZZEERFL
HEERNKE  (170,876) - - - (2,261) - (173137) - - (173,137)
Derivative financial fTESRIA
instruments - - - - - - - - (11,500) (11,500)
Taxation BB (157) = = = (1) = (158) = = (158)
Convertible note mHRREE (35,900) = = = = 89 (35,811) - - (35,811)
Amounts due to RHBAR
minority shareholders DHRRTE
of subsidiaries (133,366) = = = = - (133,366) = - (133,360)
Bank and other FIRAES
borrowings (1,323,446) - - - - - (1,323,446) - (1,323,446)
Other assets EmEERAR
and liabilities 873,681 - - - - - 873,681 - - 873,681
Total effects on assets HEERAR
and liabilities yaus 1,085,901 - - - - 89 1,085,990 6,900 (11,500) 1,081,390
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2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN 2A. B BURA B 2 HEBME (&)
ACCOUNTING POLICIES (Continued)
Effect of
As at HKAS 1 As at
March 31, and Effect of  Effect of  Effectof  Effect of March 31, Effect of Effect of As at
2005 HKAS27 HKFRS2  HKAS17  HKAS31  HKAS 32 2005 HKAS 40  HKAS 39 April 1,
R EEER  EEME B £ B S ) £ 2005
CEERE EAIE1 HEERN &R RN RN -IBEF &gl gmE i
=R k1% Ho% B17%  H3NH #3285 =A £40%  $39% —TEIF
S i a7 a7 a7 a7 | %€ =1-H a7 %% WA-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL TAL ThT TAT TEx TAT TEL TAT TEL ThT
(originally (restated) (restated)
stated)
(K31 (E5) (Z51)
Share capital R 22,448 = = = = = 22,448 = - 22,448
Share premium BRD&RE 907,963 - = = = 708 908,671 = - 908,671
Employee share-based RERL
compensation G
reserve - - 29,474 - - - 29,474 - - 29,474
Convertible note and AREER
bonds equity reserve ERRARE - - - - - 1,354 1,354 = - 1,354
Accumulated profits 25t 42,470 - (29,474) = = (1,973 11,023 6,900 (11,500) 6,423
Other reserves At 15,660 - - - - - 15,660 - - 15,660
Minority interests DURFER - 97,360 - - - - 97,360 = - 97,360
Total effects on equity HERZYENE 088541 97,360 - - - 89 108509 6900  (11500) 1,081,390
Minority interests DB RER 97,360  (97,360) - - - - - - - -
1,085,901 = = = = 89 1,085,990 6,900 (11,500) 1,081,390
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2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN 2A. BTN B EME ()
ACCOUNTING POLICIES (Continued)
The financial effects of the application of the new HKFRSs to the JERMBEENBEREENEAEEEZN ST

H
==} 7
Group’s equity on April 1, 2004 are summarised below: WENA—B 2B EmmT

Effect of
HKAS 1
and Effect of
HKAS 27 HKAS 32
As ERast BE
originally ZHIZE 1 =l As
stated % 27% $£ 325 restated
B3 ZRE ge 5l
HK$ HK$ HK$ HK$
BT BT BT BT
Share capital &N 15,578 - — 15,578
Share premium & mE 504,957 - 58 505,015
Convertible note and bonds AR EE &
equity reserve BEHRARFE = - 6,572 6,572
Accumulated losses RETEE (85,706) - (1,207) (86,913)
Other reserves Hib A% 67,845 = = 67,845
Minority interests DEAR R = 91,121 - 91,121
Total effects on equity Epidaid-Z St 502,674 91,121 5,423 599,218




NOTES TO THE B 7S 3R R B &
FINANCIAL STATEMENTS

For the year ended March 31, 2006 BHE_TZRF=-A=+—"HILFE

2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN 2A. BT BERRA B 2 HEBE (&)
ACCOUNTING POLICIES (Continued)
At the date of authorisation of these financial statements, the following REELEMBEHRERER - THIFER - BF] K&
new standards, amendments and interpretation were in issued but HRELEEME R ARER
not yet effective.

HKAS 1 (Amendment) Capital disclosure*

BEBGFERE 158 (BFIA) BEARER

HKAS 19 (Amendment) Actuarial gains and losses, group plans and disclosures?

BEEEFERE 195 (BFT4) BHEAE - SEE R

HKAS 21 (Amendment) New investment in a foreign operation?

BEETERE 21 5% (BFTA) TINE TSI B FHR 2

HKAS 39 (Amendment) Cash flow hedge accounting of forecast intragroup transactions?

BB GETERE 395 (BFTA) FEAEBEANER S 2R e RS hEE 772

HKAS 39 (Amendment) The fair value option?

EEEFERE 395 (BF14) NP EEE?

HKAS 39 and HKFRS 4 (Amendments) Financial guarantee contracts?

BEGTEAE 39 K REFH RS K2

B E AR 458 (BRTA)

HKFRS 6 Exploration for and evaluation of mineral resources?

BRI BRELELF 6 5% BIR MR &R 2

HKFRS 7 Financial instruments: Disclosures *

BB EERE 7R SRTE : #ER?

HK(IFRIC) — INT 4 Determining whether an arrangement contains a lease?

BRVBREREZE S —2E4 EEERHEEBREE?

HK(IFRIC) — INT 5 Rights to interests arising from decommissioning,
restoration and environmental rehabilitation funds?

BRI BRERBEE® —RES e~ MENRIREEESEL S 2 N2

HK(IFRIC) — INT 6 Liabilities arising from participating in a specific market
— waste electrical and electronic equipment®

BRVBREREZE S —2E6 R2 8 @R TinEE 2 BE—EREBRE FE:SS

HK(IFRIC) — INT 7 Applying the restatement approach under HKAS 29
Financial Reporting in Hyperinflationary Economies*

BRI BRERBEE S —RET FEREAGERIE 29 RRMEBEWRC BV BRER T 2 HHE

HK(IFRIC) — INT 8 Scope of HKFRS 2 ®

BENBMERELZE S —RE8 BRI BRELLE 2 572 HE°

HK(IFRIC) — INT 9 Reassessment of embedded derivatives ©

BEMBHRERERRE —2E9 BAMEITETAS



2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (Continued)

4 Effective for annual periods beginning on or after January 1,

2007.

2 Effective for annual periods beginning on or after January 1,
2006.

€ Effective for annual periods beginning on or after December 1,
2005.

& Effective for annual periods beginning on or after March 1, 2006.

S Effective for annual periods beginning on or after May 1, 2006.

® Effective for annual periods beginning on or after June 1, 2006.

The management of the Company anticipate that the application of
these standards, amendments or interpretations will have no material
impact on the financial statements of the Group except for the
amendments to HKAS 39 regarding financial guarantee contracts.

In accordance with the amendments to HKAS 39 regarding financial
guarantee contracts, financial guarantee contracts are initially
recognised at fair value and are subsequently measured at the higher
of (i) the amount determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” and (ii) the amount
initially recognised, less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 “Revenue”.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis except for certain investment properties and
financial instruments, which are measured at revaluated amounts or
fair value, as explained in the principal accounting policies set out
below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued by
the HKICPA. In addition, the financial statements include applicable
disclosures required by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to March
31 each year.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
identified separately from the Group’s equity therein. Minority interests
consist of the amount of those interests at the date of the original
business combination (see below) and the minority’s share of changes
in equity since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s equity
are allocated against the interests of the Group except to the extent
that the minority has a binding obligation and is able to make an
additional investment to cover the losses.

Business combinations

The acquisition of subsidiaries after April 1, 2004 is accounted for
using the purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued
by the Group in exchange for control of the acquiree, plus any costs
directly attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities are recognised
at their fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially
measured at cost, being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised. If,
after reassessment, the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is recognised
immediately in profit or loss.

The interest of minority shareholders in the acquiree initially measured
at the minority’s proportion of the net fair value of the assets, liabilities
and contingent liabilities recognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill
Capitalised gooawill arising on acquisitions prior to April 1, 2004

Goodwill arising on an acquisition of a subsidiary or a jointly controlled
entity for which the agreement date is before April 1, 2004 represents
the excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets and liabilities of the relevant
subsidiary or jointly controlled entity at the date of acquisition.

For previously capitalised goodwill arising on acquisitions before April
1, 2004, the Group has discontinued amortisation from April 1, 2004
onwards, and such goodwill is tested for impairment annually, and
whenever there is an indication that the cash generating unit to which
the goodwill relates may be impaired.

Capitalised goodwill arising on acquisitions on or after April 1, 2004

Goodwill arising on the acquisition of a subsidiary or a jointly controlled
entity represents the excess of the cost of acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities of the subsidiary, associate or jointly controlled
entity recognised at the date of acquisition. Goodwill is initially
recognised as an asset at cost and is subsequently measured at cost
less any accumulated impairment losses.

Impairment testing on capitalised goodwill

For the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units
expected to benefit from the synergies of the acquisition. A cash-
generating unit to which goodwill has been allocated are tested for
impairment annually, or more frequently whenever there is an
indication that the unit may be impaired. For goodwill arising on
acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end
of that financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying amount of any
goodwill allocated to the first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in the income
statement. Any impairment loss for goodwill is not reversed in a
subsequent periods.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill (Continued)

Impairment testing on capitalised goodwill (Continued)

On subsequent disposal of a subsidiary or a jointly controlled entity,
the attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

The Group’s policy for goodwill arising on the acquisition of an associate
is described under “investments in associates”.

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary, an
associate, a jointly controlled entity and a business for which an
agreement date is on or after April 1, 2004 represents the excess of
the net fair value of an acquiree’s identifiable assets, liabilities and
contingent liabilities over the cost of the business combination.
Discount on acquisition is recognised immediately in profit or loss. A
discount on acquisition arising on an acquisition of an associate (which
is accounted for using the equity method) is included as income in
the determination of the investor’s share of results of the associate
in the period in which the investment is acquired.

Interests in associates

The results and assets and liabilities of associates are incorporated
in these financial statements using the equity method of accounting.
Under the equity method, interests in associates are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and of changes in
equity of the associate, less any identified impairment loss. When
the Group’s share of losses of an associate equals or exceeds its
interest in that associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the associate),
the Group discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is recognised
only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Interests in associates (Continued)

Any excess of the cost of acquisition over the Group’s share of the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date of acquisition is
recognised as goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment as part of
the investment. Any excess of the Group’s share of the net fair value
of the identifiable assets, liabilities and contingent liabilities over the
cost of acquisition, after reassessment, is recognised immediately in
profit or loss.

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group’s interest in the
relevant associate.

Investments in jointly controlled entities

The Group recognises its interests in jointly controlled entities using
proportionate consolidation. The Group’s share of each of the assets,
liabilities, income and expenses of the jointly controlled entities are
combined with the Group’s similar line items, line by line, in the
consolidated financial statements.

When a group entity transacts with a jointly controlled entity of the
Group, unrealised profits or losses are eliminated to the extent of the
Group’s interest in the jointly controlled entity, except to the extent
that unrealised losses provide evidence of an impairment of the asset
transferred, in which case, the full amount of losses is recognised.

Revenue recoghnition
Revenue is measured at the fair value of the consideration received

or receivable.

Gas connection revenue is recognised when the outcome of a contract
can be estimated reliably and the stage of completion at the balance
sheet date can be measured reliably. Revenue from gas connection
contracts is recognised on the percentage of completion method,
measured by reference to the value of work carried out during the
year. When the outcome of a gas connection contract cannot be
estimated reliably, revenue is recognised only to the extent of contract
cost incurred that it is probable to be recoverable.

Sales of petroleum, natural gas and gas appliances are recognised
when goods are delivered and title has passed.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

Rental income under operating leases is recognised on a straight-
line basis over the terms of the relevant leases.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established.

Property, plant and equipment

Property, plant and equipment, other than construction in progress,
are stated at cost less subsequent accumulated depreciation and
accumulated impairment loss.

Depreciation is provided to write off the cost of items of property,
plant and equipment other than construction in progress over their
estimated useful lives and after taking into account their estimated
residual value, using the straight-line method.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from continued use of the asset. Any gain or loss arising from
derecognition of the asset is determined as the difference between
the net disposal proceeds and the carrying amount of the item and is
included in the income statement in the year in which the item is
derecognised.

Construction in progress

Construction in progress represents machinery and pipelines under
construction and is stated at cost. Costs comprise direct and indirect
incremental costs of acquisition or construction. Completed items
are transferred from construction in progress to proper categories of
property, plant and equipment when they are ready for their intended
use.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the period in
which they arise.

Leasehold land held for undetermined future use is regarded as held
for capital appreciation purpose and classified as an investment
property, and carried at fair value. Changes in fair value of the leasehold
land are recognised directly in profit or loss for the period in which
changes take place.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposals. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset) is included in the income statement in the year in which the
item is derecognised.

Construction contracts

Where the outcome of a construction contract can be estimated
reliably, contract costs are charged to the income statement by
reference to the stage of completion of the contract activity at the
balance sheet date, as measured by the proportion that costs incurred
to date to estimated total costs for the contract.

Where the outcome of a construction contract cannot be estimated
reliably, contract costs are recognised as an expense in the period in
which they are incurred.

When it is probable that total contract costs will exceed total contract
revenue, the expected loss is recognised as an expense immediately.

When a contract covers a number of assets, the construction of each
asset is treated as a separate contract when separate proposals have
been submitted for each asset, each asset has been separately
negotiated and the costs and revenues of each asset can be separately
identified. A group of contracts, performed concurrently or in a
continuous sequence, is treated as a single construction contract
when they were negotiated as a single package and are so closely
inter-related that they constitute a single project with an overall profit
margin.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Inventories

Inventories, including construction materials, gas appliances and gas
for sales, consumables and spare parts, are stated at the lower of
cost and net realisable value. Cost is calculated using the weighted
average method. Net realisable value represents the estimated selling
price in the ordinary course of business less estimated costs to
completion and the estimated costs necessary to make the sale.

Impairment losses other than goodwill

At each balance sheet date, the Group reviews the carrying amounts
of its assets, other than goodwill as stated above, to determine whether
there is any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. Impairment loss is recognised as an

expense immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount, such that the increased carrying amount does not exceed
the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately.

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating lease is recognised on a straight-line
basis over the term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised on a straight-
line basis over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to profit or loss
on a straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating

lease are also spread on a straight-line basis over the lease term.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise.

Exchange differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary
items in profit or loss for the period except for differences arising on
the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange difference are also recognised directly in equity.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency (i.e. Hong Kong dollar) at
the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates
for the year, unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the translation reserve).
Such exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme (“MPF Scheme”)
and other defined contribution schemes are charged as an expense
as they fall due.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit as reported in the income statement because
it excludes items of income or expense that are taxable or deductible
in other years and it further excludes income statement items that
are never taxable or deductible. The Group’s current tax assets and
liabilities are measured using tax rates that have been enacted or
substantially enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting
profit.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the
asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the year when the liability is settled or the asset is realised. Deferred
tax is charged or credited to the income statement, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
on production of qualifying assets, are capitalised as part of the cost
of these assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised as an expense in the period
in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the two
categories, including loans and receivables and available-for-sale
financial assets. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by
regulation or convention in the marketplace. The accounting policies
adopted in respect of each category of financial assets are set out
below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables including amounts due from customers for contract
work, trade and other receivables, and bank balances are carried at
amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed
in subsequent periods when an increase in the asset’s recoverable
amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment
not been recognised.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories under
HKAS 39. At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes
in fair value are recognised in equity, until the financial asset is
disposed of or is determined to be impaired, at which time, the
cumulative gain or loss previously recognised in equity is removed
from equity and recognised in profit or loss. Any impairment losses
on available-for-sale financial assets are recognised in profit or loss.
Impairment losses on available-for-sale equity investments will not

reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and equity

instruments are set out below.

Financial liabilities

Financial liabilities including trade and other payables, amounts due
to customers for contract work, amounts due to minority shareholders
of subsidiaries, bank and other borrowings are subsequently measured
at amortised cost, using the effective interest method.

Convertible note and convertible bonds which settlements were in
fixed number of equity instrument

Convertible note and convertible bonds issued by the Company which
settlements were in fixed number of equity instrument contain both
financial liability and equity components are classified separately into
respective liability and equity components on initial recognition. On
initial recognition, the fair value of the liability component is determined
using the prevailing market interest of similar non-convertible debts.
The difference between the proceeds of the issue of a convertible
note or bond and the fair value assigned to the liability component,
representing the embedded call option for the holder to convert the
note or bond into equity, is included in equity (convertible note and
bonds equity reserve).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial liabilities and equity (Continued)

Convertible note and convertible bonds which settlement were in fixed
number of equity instrument (Continued)

In subsequent periods, the liability component of the convertible note
or bond is carried at amortised cost using the effective interest method.
The equity component, represented by the option to convert the liability
component into ordinary shares of the Company, will remain in
convertible note and bonds equity reserve until the embedded option
is exercised (in which case the balance stated in convertible note
and bonds equity reserve will be transferred to share premium). Where
the option remains unexercised at the expiry date, the balance stated
in convertible notes and bonds equity reserve will be released to the
accumulated profit. No gain or loss is recognised in profit or loss
upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible note and
bonds are allocated to the liability and equity components in proportion
to the allocation of the proceeds. Transaction costs relating to the
equity component are charged directly to equity. Transaction costs
relating to the liability component are included in the carrying amount
of the liability portion and amortised over the period of the convertible
note and bonds using the effective interest method.

Convertible bonds which settlement were not in fixed number of equity
instruments

Convertible bonds issued by the Company which settlements were
not in fixed number of equity instrument are recognised as compound
financial instruments in the form of financial liability with embedded
derivatives (see below for accounting policy on embedded derivative).
At the date of issue, both the conversion option derivative and liability
component are recognised at fair value.

In subsequent periods, the liability component of the convertible bond
is carried at amortised cost using the effective interest method. The
conversion option derivative is subsequently measured at fair value
at each balance sheet date.

Transaction costs that relate to the issue of the convertible note and
bonds are allocated to the liability component and conversion derivative
of the convertible bonds based on their relative fair value at the date
of issue. The portion relating to the conversion option is charged to
profit or loss.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derivatives financial instruments

Derivative financial instruments are initially measured at fair value on
the contract date, and are remeasured to fair value at subsequent
reporting dates. Changes in the fair value of derivative financial
instruments that do not qualify for hedge accounting are recognised
in profit or loss as they arise.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are separated
from the relevant host contracts (the liability component) and deemed
as held-for-trading when the economic characteristics and risks of
the embedded derivatives are not closely related to those of the host
contracts, and the combined contracts are not measured at fair value
through profit or loss. In all other circumstances, derivatives embedded
are not separated and are accounted for together with the host
contracts in accordance with appropriate standards. Where the Group
needs to separate an embedded derivative but is unable to measure
the embedded derivative, the combined contract is treated as held-
for-trading.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain or loss
that had been recognised directly in equity is recognised in profit or
loss.

For financial liabilities, they are removed from the Group’s balance
sheet when, and only when they are extinguished (i.e. when the
obligation specified in the relevant contract is discharged, cancelled
or expires). The difference between the carrying amount of the financial
liability derecognised and the consideration paid or payable, including
any non-cash assets transferred or liabilities assumed, is recognised
in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Equity settled share-based payment transactions

Share options granted to employees of the Company

The fair value of services received determined by reference to the fair
value of share options granted at the grant date is expensed on a
straight-line basis over the vesting period with a corresponding increase
in equity (share option reserve).

At the time when the share options are exercised, the amount
previously recognised in share option reserve will be transferred to
share premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount previously
recognised in share option reserve will be transferred to retained

earning.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related to
depreciable assets are presented as a deduction from the carrying
amount of the relevant asset and are released to income over the
useful lives of the assets. Grants related to expense items are
recognised in the same period as those expenses are charged in the
income statement and are reported separately as “other income”.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet dates, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the entity to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate
present value. The carrying amount of goodwill at March 31, 2006
was HK$275,375,000 (2005: HK$209,394,000) with no impairment
loss recognised. Details of the value in use calculation are set out in
note 21. When the actual future cash flows are less than expected, a
material impairment loss may arise.
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NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

55

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include amounts due from/
to customers for contract work, trade and other receivables, trade
and other payables, amounts due to minority shareholders of
subsidiaries, bank and other borrowings, convertible note and bonds
and bank balances and cash. Details of these financial instruments
are disclosed in respective notes. The risks associated with these
financial instruments and the policies applied by the Group on how to
mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Currency risk

The Group collects most of its revenue in Renminbi (“RMB”) and
most of the expenditures as well as capital expenditures are also
denominated in RMB.

RMB is not a freely convertible currency. Future exchange rates of
RMB could vary significantly from the current or historical exchange
rates as a result of controls that could be imposed by the PRC
government. The exchange rates may also be affected by economic
developments and political changes domestically and internationally,
and supply and demand of RMB. The appreciation or devaluation of
RMB against Hong Kong dollars and United States dollars (“USD”)
may have positive or negative impact on the results of operations of
the Group.

Certain borrowings of the Group are denominated in USD and Japanese
Yen (“JPY”). The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arises.

Interest rate risks

The Group does not have any specific interest rate policy except that
the Group would regularly review the market interest rates to capture
potential opportunities to reduce the cost of borrowings. Accordingly,
the Group enters into interest rate swap arrangement to hedge the
interest rate risks as appropriate.

Fair value interest rate risk

The Group’s fair value interest rate risk relates primarily to fixed-rate
bank and other borrowings and the convertible bond issued by the
Group in the current year (see notes 29 and 34 for details of these
borrowings and convertible bond).

B RS R AR AL

BE_ZTRF=A=+—HILFE

5.

BBEREEEERBEER
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Interest rate risks (Continued)

Cash flow interest rate risk

The Group’s cash flow interest rate risk primarily relates to variable-
rate bank and other borrowings (see note 29). The Group entered
into interest rate swaps to hedge against its exposures to changes in
fair values of the borrowings. The critical terms of these interest rate
swaps are similar to those of hedged notes. These interest rate swaps
do not qualify for hedge accounting. The change in fair value of the
interest rate swaps are recognised in the profit and loss as they arise.

REVENUE

Revenue represents the sales of piped gas, gas connection fees, net
amounts received and receivable for goods sold, rental income and
dividend income received and receivable by the Group for the year
and is analysed as follows:

BRRBEZERRBE (&)

MNEmEbE (&)

B2 EE R
AEBEZRERENERAREE S RIAFEEN X
FRZBRITREMEE (RHFE29) - AEEF]
YA ERH - AEHEE AT EES 2 Ak - i
EMN R M7 T BIGRER YT RE 2 IGHAE
EH o WEMNKIEHRTFEHE M SERIEE - A
R A FEEPINELRERERER -

N2

W s FAREEHEEBMRLA - MRER
E CESEmZBRNEWFIESE  HEBA
RIRBWA -~ ST

2006 2005
—EBAE —ETHF
HK$’000 HK$’000
FET FHT
(Restated)
(&%)
Gas connection fees MR ERE 325,632 292,150
Sales of piped gas HEEEMR 288,115 105,030
Sales of goods HEEY 15,218 13,347
Rental income LA 1,070 494
Dividend income A& B WA 487 368
630,522 411,389

BUSINESS AND GEOGRAPHICAL SEGMENTS X R ihiE o EE R

Business segments

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.

%58

RERME - AREE S EWERT — WER
B SRMRBARE  MAERRHBEEERN
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRMEmIEER (&)
(Continued) N
Business segments (Continued) £¥oE (&)
Segment information about these businesses is presented below: IWEXBZHHEEHZ7AT
2006 —EEXREF
Financial
and
securities Gas Sales of
Property investment connection piped gas
investment SRR EERR Others Consolidated
MERE BHFRE RRER HE Hith e
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TEx Tz TR TET TET TER
REVENUE 1 ON 1,070 487 325,632 288,115 15,218 630,522
SEGMENT RESULT PEEE 7,101 460 186,372 22,117 (7,708) 208,342
Unallocated corporate revenue AAEWA T KR 35,752
Unallocated corporate expenses AARAREX (81,204)
Finance costs KB (44,207)
Change in fair value of derivative =~ fTE£BMIE
financial instruments AFEEE 25,669
Gain on disposal of subsidiaries HEWB ARz WE - - - 443 - 443
Discount on acquisition of a WEME AR R LR
subsidiary, a jointly controlled BHERRER
entity and businesses & - - 393 37,500 = 37,893
Share of results of associates iy AN - - - (138) - (138)
Profit before taxation BRBLADE R 182,550
Taxation Big (2,482)
Profit for the year REEEF 180,068
ASSETS BE
Segment assets PHEEE 44,450 27,989 527,919 4,083,301 7,549 4,691,208
Unallocated corporate assets AABMAREE 402,680
Consolidated total assets RRBESE 5,093,888
LIABILITIES a2
Segment liabilities PEEE 149 = 176,476 191,048 6,976 374,649
Unallocated corporate liabilities AARAREE 2,598,473
Consolidated total liabilities RREEAE 2,973,122
OTHER INFORMATION HiER
Additions to goodwill BERE - - - 65,981 - 65,081
Additions to property, N BERRE
plant and equipment ZRE - - - 881,830 - 881,830
Additions to property, plant and N BERRE
equipment (unallocated) ZHE (R2E) 21,256
969,067
Depreciation of property, N BERZE
plant and equipment i - - - 42,700 - 42,700
Depreciation of property, WE - BERRE
plant and equipment ZHE (R2&)
(unallocated) 4,168

46,868
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥ NitEomEER (&)
(Continued)
Business segments (Continued) ¥%om (&)
2005 (Restated) —EFERE (FF))
Financial
and
securities Gas Sales of
Property investment connection piped gas
investment SEK s BEINR Others  Consolidated
MERE BHRE B HE Hit e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THT THT TET T THT
REVENUE W 494 368 292,150 105,030 13,347 411,389
SEGMENT RESULT e (940) @ 200,895 7,996 276 208,220
Unallocated corporate revenue APE ARG 5,931
Unallocated corporate expenses AABEARFE (67,196)
Finance costs BIis & (27,428)
Loss on disposal of subsidiaries HERBAR ZEE (1,650) = = - = (1,650)
Discount on acquisition of YEHBAR R
subsidiaries and jointly controlled HFEZEHIERE
entities Pt - - - 15,998 = 15,998
Profit before taxation PR AR A 133,875
Taxation B (1,493)
Profit for the year AERHEH 132,382
ASSETS BE
Segment assets PPEE 17,500 19,920 247,404 2,097,916 10,304 2,393,044
Unallocated corporate assets AABRBEE 359,941
Consolidated total assets GREERE 2,752,985
LIABILITIES BE
Segment liabilities HEARE 113 - 86,406 72,500 8,590 167,609
Unallocated corporate liabilities APEARERE 1,499,386
Consolidated total liabilities meBEeE 1,666,995
OTHER INFORMATION Hi &R
Additions to goodwill HERE - - - 102,261 = 102,261
Additions to property, WE - BE k&
plant and equipment ZAE - - - 753,331 - 753,331
Additions to property, WE - BE k&
plant and equipment (unallocated) ZAE (KAL) 4,870
860,462
Depreciation of property, mE - BERZ
plant and equipment & - = = 8,376 = 8,376
Depreciation of property, ME - BB k& E
plant and equipment ZIE (RPE)
(unallocated) 2,727

11,103
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7.

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Geographical segments

The Group’s operations are located in Hong Kong and the PRC. The
Group’s property investment, financial and securities investment
divisions are located in Hong Kong. Sales of piped gas and gas
connection are carried out in the PRC. Accordingly, no analysis of the
Group’s sales by geographical market, the carrying amount of segment
assets, and additions to property, plant and equipment, analysed by
the geographical area is presented.

PR AR

BE_ZTRF=A=+—HILFE

7.

XX kEmoEEY (&)

B2 &

AEBEZEBURBEBRTE - AEBEZMER
B eREESFREDBUNER - EEMR A
MRBEREB AN P EET - At - ARELE
RitRmBE D A HEEZRAERRIEY
X BEEREBEHHEELDON -

OTHER INCOME 8. Hfttg A
2006 2005
ZEERE —EThEF
HK$’000 HK$’000
FET FAT
(Restated)
(E31))
Interest income 2 YA 21,553 1,911
Subsidies of PRC governmental authorities (note) RIS 2 BB (D) 3,822 10,665
Sundry income FETEURA 11,702 2,801
Gain on disposal of investment properties HERE Y2 W - 300
Foreign exchange gain PE 5 2,503 =
39,580 15,677

Note: Pursuant to notices of compensation dated August 21, 2003 and August
26, 2003 issued by the relevant government authorities in the PRC, Z&
MERMATERER AR and EREFPRATERERAA,
subsidiaries of the Company, are entitled to receive compensation from
the government authorities to subsidise their coal gas operation for
two years and three years after their incorporation, respectively. During
the year, HK$3,822,000 (2005: HK$10,665,000) was recognised as
income.

Bz : BIBEFEABRAKEAR TS =FN\NA=+—
ARZEE=FNA-+AABLHNEERD
£ AQRRME A RE G T RBE T EREER
AR RER PR TR EAR D RS IR s K
ST AR o = 6 1975 AR 1) IBURT 14 B LA R B 1 4 B
HREER - FA » 3,822,000 (ZZTF
A : 10,665,000 7C) EERBRA °
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9. FINANCE COSTS 9. BBEH
2006 2005
—EBEXRE —ZETRF
HK$’000 HK$’000
FTHT FAT
(Restated)
(&%)
Interest on: ATIERZFE :
Bank loans and other borrowings wholly repayable ARRAFAZHERE ZRTT
within five years B R AETR 60,189 28,980
Bank loans not wholly repayable within five years BERAFAZHEER
ZERITEN 35,126 22,189
Obligations under a finance lease & M SR E 10 20
Convertible note (note 31) AR SRR (KI5 31) 145 1,765
Convertible bonds (note 34) A ES (KiEE34) 10,436 5,438
Convertible bonds redemption premium FE O AT AR E S R (E - 5,646
105,906 64,038
Less: Interest capitalised to construction in progress ¥ : B FAEE TIZR AN 2 7 & (61,699) (36,610)
44,207 27,428
Borrowing costs capitalised during the year arose on the borrowing FARFTEANREEENBGERAEERBR
directly attributable to expenditure on qualifying assets. ABEREEMNRSE -

10. DISCOUNTS ON ACQUISITION OF SUBSIDIARIES, 10. WEHB AR - AEEHBEREK

JOINTLY CONTROLLED ENTITIES AND BUSINESSES Z =
2006 2005
—EEXRE —ETRF
HK$’000 HK$’000
FTHET T
Discount on acquisition of a subsidiary (note 36) WE—XWB AR & (Mt 36) - 150
Discount on acquisitions of additional UG RE I A Rl BB IME = 2 3T
interest in subsidiaries (note 46(iii)) (Bt 3£ 46(iii)) - 10,815
Discount on acquisition of U B 2R R I BB 2 IR
jointly controlled entities (note 37) (FfizE 37) - 5,033
Discount on acquisition of businesses (note 38) W BB 2 I8 (FffsE 38) 37,893 =

37,893 15,998
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11. TAXATION 11. F1E

The amount represents PRC income tax for both years.

No provision for Hong Kong Profits Tax has been made in the financial
statements as the Group had no assessable profit for both years.

Taxation arising in other jurisdiction is calculated at the rates prevailing
in the relevant jurisdictions.

Pursuant to the relevant laws and regulations in the PRC, certain
PRC subsidiaries of the Group are entitled to exemption from PRC
enterprise income tax for the first two years commencing from their
first profit-making year of operation and thereafter, these PRC
subsidiaries will be entitled to a 50% relief from PRC enterprise income
tax for the following three years. The reduced tax rate for the relief
period is ranging from 7.5% to 16.5%. The charge of PRC enterprise
income tax for the years has been provided for after taking these tax
incentives into account.
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11. TAXATION (Continued)
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11. 818 (&)

The taxation for the year can be reconciled to the (loss) profit before

102 P 103

FEMRARKSRAMR BN (BER) 2

taxation per the income statement as follows: HERWT :
Hong Kong PRC Total
& HE @t
2006 2005 2006 2005 2006 2005
“EIXF  ZTTRE C-EERE  ZTTRE -EIAE  CZETRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FET THT TR THT FET T
(Restated) (Restated) (Restated)
(E5) (E51) (&51)
(Loss) profit before taxation BEian (B18) %7l (2,368) (70,917) 184,918 204,792 182,550 133,875
Tax at the domestic income tax rate R/ i 555 &
B2 HE (414) (12,410) 61,023 67,581 60,609 55,171
Tax effect of expenses not EIEM S AR
deductible for tax purpose 7 3,479 7,982 3,832 1,250 7,311 9,232
Tax effect of income not taxable AREM S BERRL
for tax purpose WAZ TR & (13,916) (596) (5,010) (6,162) (18,926) (6,758)
Tax effect of estimated tax WERER 2 fHETHE
losses not recognised BEHBEYE 10,851 5,250 12,738 1,409 23,589 6,659
Utilisation of tax losses HARTRER
previously not recognised ZHBEE - (179) - (68) - (247)
Effect of tax exemption granted RYIETHENBAR
to certain PRC subsidiaries LRBRE B - = (70,101) (62,517) (70,101) (62,517)
Others Hith - (47) - - - (47)
Taxation for the year FEME - - 2,482 1,493 2,482 1,493

Note: The applicable tax rate for Hong Kong and the PRC is 17.5% and 33%,

respectively (2005: 17.5% and 33%, respectively).

sk BERPEERZABHMESANAL17.5% &
33% (ZZEZRF: D5/ 17.5% & 33%) °
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12. PROFIT FOR THE YEAR 12. A FEimA
2006 2005
ZEERF ZETHF
HK$’000 HK$’000
FTHET FHIT
(Restated)
(231)
Profit for the year has been arrived at RELRMEMER (FFA)
after charging (crediting): TF&IE
Auditors’ remuneration A 2,000 1,500
Depreciation of property, plant and equipment on: M BERZEZITE
Owned assets BHEEE 46,752 10,986
Asset held under a finance lease BIEMEHERACEE 116 117
46,868 11,103
Release of prepaid lease payments BHEMHEERE 1,113 204
Loss on disposal of property, HEWE - BERRE SR
plant and equipment - 51
Minimum lease payments for operating LERH 2 HERS -
leases in respect of:
— rented premises —HEMZE 4,699 4,640
— equipment — &t 128 550
Staff costs: BIRA
Directors’ emoluments (below) FE=Me (AT 6,729 35,750
Salaries and allowances of other staff H At 8 2 Frah Ko28E 63,927 29,420
Contributions to retirement benefit scheme READE & MR KAE T
contributions of other staff &I 5,430 1,477
Less: amount capitalised in W BARERETRERAZSRE
construction in progress (4,885) (2,168)
71,201 64,479
Unrealised holding loss on other investments FHHEMIEE 2 REHEE - 370
Rental income from investment properties less KEMEEE 2 S WAR T 8
outgoings of HK$42,000 (2005: HK$54,000) 42,0008 (ZZEZRF :
54,000 87T) (1,028) (440)
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12. PROFIT FOR THE YEAR (Continued)

Emoluments of Directors and Employees

Directors

The emoluments paid or payable to each of the directors were as

12. REEBR (£)

ESKEENS

EZE

ENRENTEESZMESWT :

104 P 105

follow:
2006 —BEAF
Contributions
to
Salaries Share- retirement
and other based benefits
Directors’ benefits payments scheme Total
fees FER HUROEX RFER emoluments
E=wd HtEH NE ST &R MMz
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FET T FHET THETT
Executive directors HMITEF
Mr. Li Xiao Yun BNERLE - - 91 - 91
Mr. Xu Ying BRELE = = 2,261 12 2,273
Mr. Liu Ming Hui 2RR¥E A4 = = 3,265 12 3,277
Mr. Ma Jin Long BaiELE 60 - - - 60
Mr. Zhu Wei Wei KRIBEFLE - 520 - 12 532
Non-executive directors HBITEE
Mr. Feng Zhuo Zhi BEEEE 103 = = = 103
Mr. Suresh Suresh
Raghavanachari Raghavanachari 5& 4 = = = = =
Mr. Harrison Blacker Harrison Blacker 5t 4 = = = = =
Mr. Wu Bang Jie REGERE 33 - - - 33
Independent non-executive BUINTEE
directors
Mr. Zhao Yu Hua HEEIESLE 120 - - - 120
Dr. Mao Er Wan EoSEL 120 - - - 120
Ms. Wong Sin Yue, Cynthia =EWNZ T 120 - = - 120
556 520 5,617 36 6,729
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12. PROFIT FOR THE YEAR (Continued)

Emoluments of Directors and Employees
(Continued)

B RS R AR AL

12. REERR (&£

)

EskEEME (&)

Directors (Continued) BEE (&)
2005 (Restated) —ZZRF (FH)
Contributions
to
Salaries Share- retirement
and other based benefits
Directors’ benefits payments scheme Total
fees Fok HURHER EUR'EF]  emoluments
EEEE H 48 F) (NFN SHEIHR <& 4a58
HK$'000 HK$’000 HK$'000 HK$'000 HK$’000
T T FHT T T
Executive directors HITEE
Mr. Li Xiao Yun 25/|Ne2gie s 1,100 - - - 1,100
Mr. Xu Ying RELE = 2,040 12,057 12 14,109
Mr. Liu Ming Hui 2URRE S A - 2,040 17,417 12 19,469
Mr. Ma Jin Long SRR = = = = =
Mr. Zhu Wei Wei KREREE - 460 = 12 472
Non-executive directors FRITEE
Mr. Wu Bang Jie RIPBEEE 240 = - - 240
Independent non-executive BUHMITESE
directors
Mr. Zhao Yu Hua HEEIESLE 120 - - - 120
Dr. Mao Er Wan E_BEL 120 - - - 120
Ms. Wong Sin Yue, Cynthia 'zt 120 - - - 120
1,700 4,540 29,474 36 35,750

During both years, no remuneration was paid by the Group to the
directors as an inducement to join or upon joining the Group or
as compensation for loss of office. During the year ended March
31, 2006, Messrs. Xu Ying and Liu Ming Hui waived emoluments
of HK$7,200,000 and HK$7,200,000 respectively. No directors
waived any emoluments during the year ended March 31, 2005.

AEBRMFAHEZNFTH FESERRSIE
MBRIERBERZEE REBEE_TZTRF=A
=T—HIEFE  REXERZIBPBELEES RN
% 7,200,000 # 7T I 7,200,000 BT 2B ©
MECRAEZEEREE_TTRAF=A=1+—A81
FERETAME -
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13.
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PROFIT FOR THE YEAR (Continued)

EMOLUMENTS OF DIRECTORS AND EMPLOYEES (Continued)
Employees

Of the five individuals with the highest emoluments in the Group, two
(2005: three) were directors of the Company whose emoluments are
included in the disclosures above. The emoluments of the remaining
three (2005: two) individuals were as follows:

12. REEBR (£)

EEREEME (&)

1ER

AEEERHABENALY  mE (ZFF
HEF - :%) RARAREE  REZMEN EX
BE - Ep=% (ZTTHF : MA) EAL
ZMEmT

2006 2005
—EEXRE —ETTRF
HK$’000 HK$’'000
FHET FET
Salaries and other benefits ﬁé&,ﬁ\f’ﬂﬁﬂ 7,780 1,215
Retirement benefit scheme contributions BRIREFF B IR 66 42
7,846 1,257
Their emoluments were within the following bands: BEZMEEE LT -
2006 2005
—ETRF —TTRHF
No. of No. of
employee employee
EEAH EEAZ
HK$’000 HK$’'000
FHET FET
HK$nil to HK$1,000,000 ZZ 1,000,000 BT 1 2
HK$3,000,001 to HK$3,500,000 3,000,001 T E 3,500,000 77T 1 -
HK$3,500,001 to HK$4,000,000 3,500,001 BT E 4,000,000 77T 1 -
DIVIDENDS 13. RE

The Board recommended the payment of a final dividend of
HK1 cent (2005: Nil) per share for the year ended March 31,
2006 to the holders of ordinary shares of the Company whose
names appear on the Registrar of Members of the Company on
August 29, 2006, subject to shareholders’ approval at the
forthcoming annual general meeting and subject to the proposed
reorganisation of the Company as may be made by the Company.
The Company will make further announcement in relation to the
proposed reorganisation of the Company in due course.

The final dividend, if approved by the shareholders, is expected
to be payable on or about September 29, 2006.

EEeRanR —EEXRE N AA-TABRIE
REABRREMzARR EBEFEARNEE
EERF A=t RLFEZRERSESHR1
Bl (ZTFAF &)  HAFRRREREK
RBFREHAERARAR AL 2 N A BEH
Bl TEFE - ARRIBREERRAAAR
ZEZBHEEE—T DM -

R IRALE - REREBHHR _TTRFN
AZ+ThBMBTA FIRR -
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FINANCIAL STATEMENTS
For the year ended March 31, 2006 BE_ZTXFE-A=1+—HIFE
14. EARNINGS PER SHARE 14. SRER
The calculation of the basic and diluted earings per share attributable RRATLBRAFEE AL GRER RS2
to the ordinary equity holders of the Company is based on the following TR T EREE -
data:
2006 2005
—EBEREF —ETRF
HK$’000 HK$’000
FHT FHIT
(Restated)
(231)
Earnings for the purpose of basic and diluted FTESREARREERF 2 A
earnings per share (Profit for the year attributable (RAFRASFEE ARG
to equity holders of the Company) REFEEF) 156,736 96,617
2006 2005
—BiE —TTRs
000 ‘000
T T
Weighted average number of ordinary shares for FTESRERZF
the purpose of basic earnings per share 2 AR INE 980 2,548,931 1,844,957
Effect of dilutive potential ordinary shares: TERBERE L
Share options (note a) fEAtE (Fista) 234,148 18,116
Stock subscription option (note b) fRHRERE (FiFEDp) 2,407 =
Convertible note (note c) AR ER (FisEc) NA NA
Convertible bonds (note c) gk ES (Mistc) NA NA
Warrants R RE 42,870 31,275

Weighted average number of ordinary shares for the  sTEEEERFZ
purpose of diluted earnings per share T AR IR I #X 2,828,356 1,894,348




14. EARNINGS PER SHARE (Continued)

(a)

Weighted average number of ordinary shares for the purpose of
the computation of diluted earnings per share has been
accounted for the effect of the options with dilutive effect.

Weighted average number of ordinary shares for the purpose of
computation of diluted earnings per share has been accounted
for the effect of potential issuance of shares upon exercise of
the option.

The computation of diluted earnings per share for the year ended
March 31, 2006 and the restated diluted earnings per share
for the year ended March 31, 2005, did not assume the
conversion of the Company’s outstanding convertible note and
bonds, since their conversion would increase the earnings per
share, after taken into account of the effect of imputed interest

expenses incurred.

Impact of changes in accounting policy

Changes in the Group’s accounting policies during the year are

described in details in note 2. To the extent that those changes have

had an impact on results reported for the year ended March 31,

2006 and 2005, they have had an impact on the amounts reported

for earnings per share.
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14. 8 REF (&)
(a) SHEEERBERTTE 2 ERRMETF
BEHARBEYE BREZYE -

st B REERTIM T 2 L@ nEFHa
BEFARITERRERBEZRTZRNZ

By 486
= °

HEHE—_ETAE-_A=-t+—HALEEZ
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(c)
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14.

15.

EARNINGS PER SHARE (Continued)

Impact of changes in accounting policy (Continued)
The following table summarises the impact of the changes of the
Group’s accounting policies on both basic and diluted earnings per

share:

PR AR

BE_ZTRF=A=+—HILFE

14. 8REBF (&)

BRMNZZE

Impact on basic
earnings per share

B RRBECHE
TERBAASEEHABRR I EEHEREA RS

(&)

Impact on diluted

earnings per share

HEREXRBRZ&E HERBERA2SE
2006 2005 2006 2005
—EERE ZETRF —EETRF ZETRF
HK cents HK cents HK cents HK cents
AL AL AL Al
Figures before adjustments FARAZEHT 5.56 7.47 4.86 6.82
Adjustments arising from changes Eert R B mEE
in accounting policies (see note 2) Z#EE (RKEE2) 0.59 (1.93) 0.68 (1.72)
Reported/restated ¥R, =5 6.15 5.24 5.54 5.10
INVESTMENT PROPERTIES 15. REY %
HK$’000
FHT
FAIR VALUE NFE
At April 1, 2004 RZZZTWFMHA—H 9,620
Disposals (note a) e (FizEa) (9,620)
At March 31, 2005 RZZEThF=A=1—H =
At April 1, 2005 RZZEZTREWMA—H
— as originally stated —R% =
— effect on adoption of HKAS 40 (note b) — MBI EAE 4057272 (MisEb) 24,400
— restated — &7 24,400
Transferred from property, plant and equipment EEEYE  BE&EER
and prepaid lease payments (note c) FENMAERIE (fiEce) 13,977
Change in fair value (note d) AEEZE (s d) 6,073
At March 31, 2006 R-ZEEF=A=+—H 44,450




15. INVESTMENT PROPERTIES (Continued)

Notes:

(a)

(d)

During the year ended March 31, 2005, the Group had disposed of all
its investment properties to independent third parties at an aggregate
consideration of HK$9,920,000

Upon the adoption of HKAS 40, prepared lease payment in respect of
land held for undetermined use of HK$17,500,000 were reclassified
as investment properties as at April 1, 2005. The fair value of such
investment properties was revaluated on April 1, 2005 by LCH (Asia-
Pacific) Surveyors Limited, independent qualified professional valuer not
connected with the Group. The resulting surplus of HK$6,900,000 was
credited to accumulated profits.

Buildings and prepaid lease payments having an aggregate carrying value
of HK$12,376,000 were revalued on April 1, 2005 by LCH (Asia-Pacific)
Surveyors Limited. The resulting surplus HK$1,601,000 was credited
to properties revaluation reserve.

The fair value of the Group’s investment properties at March 31, 2006
have been arrived at on the basis of a valuation carried out at these
dates by LCH (Asia-Pacific) Surveyors Limited. The resulting surplus
HK$6,073,000 was credited to income statement.

LCH (Asia-Pacific) Surveyors Limited has appropriate qualifications

and recent experiences in the valuation of similar properties in the

relevant locations. The valuation, which conforms to Hong Kong

Institute of Surveyors Valuation Standards on Properties, was arrived

at by reference to comparable market transactions and rental yield

for similar properties.

All of the Group’s property interests held under operating leases to

earn rentals or for capital appreciation purposes are measured using

the fair value model and are classified and accounted for as investment

properties.
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15. 8 EYE (&)
B3 -

Bl

REBE-_ZERAFE=A=+—RHIFE A&£E
EEHLEEREMETEILE=FH ' BREA
9,920,000 /&L °

(a)

REMEBETERFE405E% RS HEN
B—H8 - {818 17,500,000 /& 7T 2 Fi# K #EE B
BRI ENHERBEENEERREYE - Z
EREMEZATFER-_SEAFNA—BhE
RNEENWEAE 2B S ERBEGERMFIETT
BIZEMABRAREM - #£FR.26,900,000 BTA
FEFIARERF o

MEETHE A 12,376,000 BT 2 EF RENEE
FER-_ZZTRFMNA—BHMBITASMER
ARE - EHSH 21,601,000 TEFE 5
AESEEE -

REBZREMER=_TZTF=A=+—H2
AFETIRBEFISETAEMER A ARZE R
EITZHEER - #£FR26,073,000 B2 Bk
BA AR °

(d)

FMEITAEMERADEAEEER  OHTE
HEMTE 2 BUNE &R - RENTAES
REMSBEZNEGLERE  NH2EAJELERT
BRBFBUMEZ OHEFHL -

AEEZHRBLEHNOFAUNRDESHIER
BARBEZMERRTIARFEREREE
MAFRGEREDE -
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FINANCIAL STATEMENTS
For the year ended March 31, 2006 HE-_TTRF=ZRA=+—HILFE
16. PROPERTY, PLANT AND EQUIPMENT 16.¥1% - BMERRE
Machinery Furniture
and and
Construction  equipment fixtures Motor
Buildings Pipelines in progress BER BRE vehicles Total
BF BB HEIR B4 EEEE AE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THET THT AT THx THT THET
COST AR
At April 1, 2004 RZZTEEMA—H
— as originally stated — 551 48,388 35,823 134,243 12,101 4,720 11,435 246,710
— effect on adoption —REBEHES
of HKAS 17 FATHZTE  (32,750) = = - - - (32,750)
as restated ] 15,638 35,823 134,243 12,101 4,720 11,435 213,960
Additions NE 2,303 10,906 609,984 12,522 2,639 10,695 649,049
Acquired on acquisition of  UKEEHTE LN AIFTS
subsidiaries 16,020 25,029 44,970 20,452 523 1,382 108,376
Acquired on acquisition of  YeEE L EEH
jointly controlled entities BRNE - - - - 776 - 776
Reclassification b 155 32,183 (32,338) - - - -
Disposals & - - - (67) (62) = (129)
At March 31, 2005 R-ZZhF
=A=1+—-H 34,116 103,941 756,859 45,008 8,596 23,512 972,032
Additions B 6,852 51,288 417,133 21,691 2,907 17,311 517,182
Acquired on acquisition of B8 R A
a jointly controlled entity ERMG 17,381 12,595 58,927 19,463 - 1,744 110,110
Acquired on acquisition of ~ WRBEEFSETS
businesses 51,074 152,982 15,505 50,060 1,233 4,940 275,794
Disposal of a subsidiary HEHRBAR = (287) (5,434) (10) (53) (30) (5,814)
Reclassification itk - 223,332 (226,558) 3,226 = = =
Transferred to BEEREME
investment properties (4,417) - - - - - (4,817)
Exchange realignment 0 5, 3% 180 999 7,277 433 50 207 9,146
At March 31, 2006 R-ZZERE

EH=—E 105,186 544,850 1,023,709 139,871 12,733 47,684 1,874,033
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16. PROPERTY, PLANT AND EQUIPMENT (Continued) 16. ¥ - REKRRE (&)
Machinery Furniture
and and
Construction  equipment fixtures Motor
Buildings Pipelines in progress BER BRK vehicles Total
gF BB HEIR R EE%E RE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TAT THL THT THT THT TAT THT
DEPRECIATION AND FERAE
IMPAIRMENT
At April 1, 2004 RZZTWE
mA—H
— as originally stated — [R5 4,521 591 = 2,062 618 1,449 9,241
— effect on adoption —EIMBE B LR
of HKAS 17 FIUTHZTE  (1,586) - - - - - (1,586)
as restated =5 2,935 591 - 2,062 618 1,449 7,655
Provided for the year FREE 1,619 1,958 = 3,402 1,287 2,837 11,103
Impairment loss reversed [BYN e
in the income statement RO ZAERE
(note below) (RTFxhtzE) (1,330) - - - - - (1,330)
Eliminated on disposals HEBHR - - - (2) (58) = (60)
At March 31, 2005 R-ZZhF
=A=+—-H 3,224 2,549 - 5,462 1,847 4,286 17,368
Provided for the year FRREE 5,155 23,396 - 10,261 1,557 6,499 46,868
Eliminated on transfer to BREERE
investment properties MEE MR (167) = = = = = (167)
Eliminated on disposal HE—HEB
of a subsidiary A RIRHIBR = = = (0] (10) Q) (14)
Exchange realignment X RBE 8 25 - 53 13 35 134
At March 31, 2006 RZEETRE
=A=1+—H 8,220 25,970 - 15,775 3,407 10,817 64,189
CARRYING VALUES fREE
At March 31, 2006 RZZEERE
=H=1—FH 96,966 518,880 1,023,709 124,096 9,326 36,867 1,809,844
At March 31, 2005 R-ZThEF
ER=ET—E 30,892 101,392 756,859 39,546 6,749 19,226 954,664
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16. PROPERTY, PLANT AND EQUIPMENT (Continued)

The carrying value of buildings of the Group shown above comprises:

B RS R AR AL

(E_ETRF=A=T—HILFE

16. 1% - BERRE (&)

AEE LA BT 2 REESYE

2006 2005
ZBEARF —ZEThHF
HK$’000 HK$’000
FHET FHET
(Restated)
(E51)
In Hong Kong REDZ REELD

Long lease 6,889 10,423

Outside Hong Kong REBLASN 2 BAFE A
Medium-term lease 90,077 20,469
96,966 30,892

The following rates are used for the depreciation of property, plant
and equipment:

ME - BB RRETIIRA T RITE

Buildings Over the shorter of the remaining terms of the leases or 50 years

’F AR T F Bk 50 FRARREHE

Pipelines Over the shorter of 30 years or the operation period of the relevant company
EE 1230 FHBMA R KL FHMETBIEE

Machinery and equipment 10%

M2 MRt 10%

Furniture and fixtures 15% — 50%

RILEEEE 15% — 50%

Motor vehicles 25%

P21 25%

During the year ended March 31, 2006, interest capitalised in
construction in progress amounted to HK$61,699,000 (2005:
HK$36,610,000).

The carrying value of property, plant and equipment includes an
amount of HK$165,000 (2005: HK$281,000) in respect of an asset
held under a finance lease.

Note: During the year ended March 31, 2005, the directors determined that
the impairment loss of HK$1,330,000 of certain buildings were
reversed, due to the increase in the recoverable amount after change
of the core business of the Group.

R-ZBERF=ZA=+—"HILFE  BRXEEL
REXRILZ R B 61,699,000 T (ZTZFH
£ : 36,610,000 7T) °

W BEARGZEAETEERERERE
R 2 & E 165,000/87T (ZZZT A : 281,000
BIL) o
MEeE - E_TTHhF=-A=1+—HIFE E=E
ET#EF 21,330,000 BITmERRED R
B - RERAERE 210 B EEE AR EI I
e

A
i 3
iz
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17. PREPAID LEASE PAYMENTS 17. AHHENRE

2006 2005
S BET Sk
HK$’000 HK$’'000
FHxT FAET

The Group’s prepaid lease payments comprise: REE 2 BRNEERIBEE
Leasehold land in Hong Kong REBZHE T H 21,220 30,872
Leasehold land in the PRC AR B2 FHE L 75,140 13,116
96,360 43,988

Analysed for reporting purposes as: FEBERE B 2D

Non-current portion JERNERER (D 94,434 43,498
Current portion BEAER D 1,926 490
96,360 43,988

During the year ended March 31, 2005, the directors determined
that the impairment loss of HK$1,338,000 of certain prepaid lease
payments were reversed, due to the increase in the recoverable
amount after change of the core business of the Group.

The leasehold land and land use rights are held under medium term
lease and charged to income statement on a straight-line basis over
the term of lease.

18. INTERESTS IN ASSOCIATES

REBE-_ZERFE=A=1t—RHILFE  E5E&E
EETEMNTHERIE 21,388,000/ 7T 2 BB E
BED  REEAEEZZLEKESEZAIKE

ORI -

METWE T HERESRTHRBEORERNE
BORRBEFHR ARAR ©

18. REtE QXA 2w

2006 2005

“ETRE —ETRF

HK$’000 HK$'000

FHT FAT

(Restated)

(&31)

Cost of investments in associates — unlisted RERBE AR ZKA—FE LT 751 751
Share of post-acquisition loss ADIEUEEREE (138) -

613 751
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18. INTERESTS IN ASSOCIATES (Continued)
As at March 31, 2006, the Group had interests in the following

associates:

Place of

Form of
business
Name of entity structure
BERER EREBHEX
IR EENFMR  Incorporated PRC
i A R EEalli AV H
EREZEBAR  Incorporated PRC
BERA EEaili /B AV H

Note: The Group is able to exercise significant influence over this company
because it has the power to appoint two out of the six directors of that

company.

Summarised financial information in respect of the Group’s associates

is set out below:

incorporation/
registration
AL,
o 4t 2

PR AR

1&%%%/12%

Proportion of
nominal value

Principal of registered
place of capital held
operation Class of by the Group
FE capital rEBAEE
=S [ENbil AL AR A E B L Bl
%

PRC Ordinary 22.1

H i@

PRC Ordinary 19.6
H Tim (note)
i3]

MiaE © ANEEAEZ A AT
EEEZEZLATFG6

ZA=t—RIEFE

(#4&)
AFZASE R ARERATRE

Principal activity

FEEK

Trading of natural gas

RARHE

Trading of natural gas
RAARIHE

TEEATZEN  RA/SEKE
6REEZH2% -

AEBEZBMERRZHMBEMBZEHEIINT

2006 2005

S —TTaF

HK$’000 HK$’'000

FHxT T

Total assets BEERE 14,689 15,497
Total liabilities EREvCt (12,488) (11,899)
Net assets BEFE 2,201 3,598
Group’s share of associates’ net assets AEED(LEE AR 2 BEFE 613 751
Revenue Wz 23,194 =
Loss for the year FREE (1,439) =
Group’s share of associates’ loss for the year REF DL E R A AN FEEE (138) =




19. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
At March 31, 2006, the Group had interests in the following significant

jointly controlled entities:

Place of
Form of incorporation/
Name of entity business structure registration
a2y
BRER EBEBRN o 1 1t 2
Beijing Jinggang Gas Sino-foreign equity PRC
Development Company joint venture H
Limited* (“Beijing RINEERE
Jinggang”)
IR RAERRERAR
(Mm% D)
WM RSB T R R Sino-foreign equity ~ PRC
BRATE (TR joint venture HhE
HINGERE
BINF TR R Sino-foreign equity ~ PRC
BRARAA joint venture s
(MR D) HIMEERE

*

English name is for identification purposes only.

Notes:

(a)

The Group holds 49% of the issued share capital of Beijing Jinggang
and three out of the seven directors of Beijing Jinggang are appointed
by the Group, hence the Group controls 42.9% of the voting power in
general meeting. As all the decisions made in the Board of Directors
meeting require at least 2/3 votes from all of the directors, Beijing
Jinggang is accounted for as a jointly controlled entity.

The Group holds 50% of the issued share capital of these companies
and three out of the seven directors of these companies are appointed
by the Group, hence the Group controls 42.9% of the voting power in
general meeting. As all the decisions made in the Board of Directors
meeting require at least 2/3 votes from all of the directors, these
companies are accounted for as jointly controlled entities.

China Gas Holdings Limited Bl S 12 A% G R A &

19.

Principal
place of
operation

FE
e SR

PRC
i

PRC
i

PRC
ki
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RIEBEEZEFHIERZR ﬁ
RZZTRF=A=1+—H8 XEERUTEKX
HEAZEGEEERER
Proportion of
nominal value
of registered
Class of capital held
capital by the Group Principal activity
rEERE
AR A
2<% Al EEES FEXEK
%
Ordinary 49.0  Trading of natural gas
TEH (notea) KRARMEE
GEE))
Ordinary 50.0  Trading of natural gas
Eif (note b)  KRARIHE
(Pt 3E b)
Ordinary 50.0  Trading of natural gas
i (note b)  RARIHE
(PH5E b)
S X EZBEMBR -
e 55

REBRFAILRRAE49% 2 B BFTRA - MR
RELREEN=RHAKERE At - A%
BEHERRAG42.9% 2 REHE - ANESE
Zﬁﬁﬁdimi’]wagﬁﬁ@?%%Z*"ZfixKi
o ARREBRARIEARE 2 HFAEFE

2}
(-

o

REBRFAZFARAB0%ZEBETRA - MizE
REALEBREEN=FHAKERE - At - A%
BEHERRAG42.9% 2 REHE - ANESE
ZFﬁﬁd&Eﬂm%ﬁﬁﬁ%%Z*"ZfoKi
o ZEFRRRARINERR HRZEHE

B8 -
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19. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 19. REEEFERB2KRE (£)

(Continued)

The summarised financial information on the proportionate AEBZ EFEEHEEZHEERBZ IR EL
consolidated basis in respect of the Group’s jointly controlled entities Blar e EERE - WIRLLSERE HIER - LA T3
which are associated for using proportionate consolidation with the ZOEEEZR

line-by-line reporting format is set out below:

2006 2005

= s —BTEF

HK$’000 HK$’000

FHxT FHT

Current assets mMENEE 219,454 21,222
Non-current assets IEREEE 232,847 1,494
Current liabilities mEaE 60,938 2,262
Non-current liabilities ErEaE 75,169 =
Revenue ek 44,904 1,187

Profit (loss) for the year AEERF (BE) 8,857 (1,035)




20. INVESTMENTS

Upon the adoption of HKAS 39 on April 1, 2005, the Group’s
investment securities and other investments have been reclassified
to available-for-sale investments.

China Gas Holdings Limited Bl S 12 A% G R A &

118 P 119

20.RE

R-ZZTHFMA-ARABTBEELE 39
Bk ARBEZEFRELREMRECENRER
RAEHERE -

Investment Other Available-for-sale
securities investments investments
REES HipiR & AHtHEZRE
2006 2005 2006 2005 2006 2005
“ETRE ZTERE —ZTTAF ZITTRE —TETAE ZTTRHF
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000 HK$’0000
FTET FHT FET THET FET FHT
(Restated)
(=51)
Equity securities listed in REBLEMZBAES
Hong Kong, at fair value BAYE = 5,490 = 14,430 19,386 =
Unlisted equity securities, ELETRAFS -
at cost LR AE = 203 = - 5,217 =
Club debenture, at fair value  €FT{E% - I A TAE - = = - 3,386 =
- 5,693 - 14,430 27,989 -
Carrying amount analysed for ~ EREIE DT
reporting purpose as: HEFAHR
Current Vi) - = = 14,430 = =
Non-current ERE - 5,693 - - 27,989 =
- 5,693 - 14,430 27,989 -

Equity securities listed in Hong Kong are stated at fair value. The fair
values of listed equity securities are based on quoted market price.
Decrease in fair value of the listed equity securities classified as
available-for-sale investments for the year ended March 31, 2006 of
HK$5,259,000 was charged to investment revaluation reserve. For
the year ended March 31, 2005, unrealised loss on other investments
of HK$370,000 was charged to income statement.

Unlisted equity securities issued by private entities are measured at
cost less impairment at the balance sheet date because the range of
reasonable fair value estimates is so significant that the directors of
the Group are of the opinion that their fair values cannot be measured
reliably. During the year ended March 31, 2006, HK$4,400,000
(2005: nil) impairment loss was recognised, as in the opinion of the
directors, the investment could not demonstrate a predicable future
cash inflow to the Group.

REB LT ZBRAFBLFIEAFEYR - MR
REHZRNFEDBREBRRZTEERT - REBZE
—ETXFEZA=1+—RALLEE  wHEEAAHE
LEREZLETRABZTHFZAFERD
5,259,000/ T HIRE EMHEENR - REZEZ
SERF=ZA=Z+—ALLFE  HEE 2 RE
I E18 370,000 B LT B e R K o

HAAARRBITZIELTRABEFDNEE B
ERARBRESNE  REASEBEATEZAFZE
BAK  AEEEERA  HAFETREASEH
T2 -REBE-TSTAF=ZA=1+—AHLLEE -
D HER 4,400,008 (ZEERE : #) ZHE
BB AR ESREA  RERERBASEE
ZAITEET AR KB ERA ©
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20.

21.

INVESTMENTS (Continued)

Club debentures are stated at fair value. Fair value of the club
debenture has been determined by reference to the bid prices quoted
in active market.

B RS R AR AL

BE_ZTRF=A=+—HILFE

20. %4 (#&)
{‘%\Ffﬂf%)_jﬁ/\?{EE”ﬁE o @ﬁﬁ{f%z/\qz{gﬂ
K28 ERTISHHRRIZEREE °

GOODWILL 21. &
HK$’000
FAET
COST RAE
At April 1, 2004 R-EENEmA—A 107,133
Arising on acquisitions of subsidiaries (note 36) FRUWEMBARIFESLE (Mi:E36) 51,718
Arising on acquisitions of additional interest HIEM B A RERTES (MIFE 46(iv)
in subsidiaries (note 46(iv)) 50,543
At April 1, 2005 RZZEZRFMNA—H 209,394
Arising on acquisitions of a jointly controlled ARSI EE (M 3T7)
entity (note 37) 65,981
At March 31, 2006 R-ZEZRF=A=+—H 275,375
CARRYING AMOUNTS IREE
At March 31, 2006 RZETRF=A=1—H 275,375
At March 31, 2005 R-ZEZRF=A=+—H 209,394

The Group tests goodwill annually for impairment in the financial year
in which the acquisition takes place, or more frequently if there are
indications that goodwill might be impaired.

The management considers each subsidiary represents a separate
cash generating unit (“CGU”) for the purpose of goodwill impairment
testing. At the balance sheet date, the carrying amount of goodwill
mainly represents goodwill arising from the acquisition of Clever
Decision Enterprises Limited, Suzhou Zhongran City Gas Development
Co., Ltd., Beijing Zhongran Xiangke Oil Gas Technology Company
Limited and other subsidiaries of HK$141,716,000, HK$44,802,000,
HK$15,540,000 and HK$7,336,000 respectively and acquisition of
BN ER | a jointly controlled entity of HK$65,981,000 during the
year.

The recoverable amounts of the CGUs are determined based on value
in use calculations. The key assumptions for the value in use
calculations are those regarding the discount rates, growth rates and
expected changes to selling prices and direct costs during the period.
Management estimates discount rates using pre-tax rates that reflect
current market assessments of the time value of money and the risks
specific to the CGUs. The growth rates are based on industry growth
forecasts. Changes in selling prices and direct costs are based on
past practices and expectations of future changes in the market.

/UZTE LA&XE'E *ﬁﬁﬁ%i’%ﬁﬁﬁﬁiT Wfﬁ

ERERE  HEBREANRMES @ SHEBAA
REBIBCELSN ([REELBEM]) - R

HEA BEZEOEFrEZEERFAREUWE
Clever Decision Enterprises Limited * & M /1 %4
WA ERARA R - bR AR R T
ERAFRREMBMBAGMS Bl E £ 2
141,716,000 /7 * 44,802,000 87T *
15,540,0008 7t & 7,336,000 8 7t K W i 2L A
22 I B B DN AR R PR EE £ 2 65,981,000 B 7T °

ReEL Bz mREERNRERAEEETE
SAEEREEIZRRXNHANEEZTNE - F
EXRFEHEHREERANE - EEEIRRRE
AR HRERREEL BV ZHERR
ZBRATL RAERITNE - BRERIFEANRMIE R
EE - EEEHRERERARBEED RIEMH
SRR BEMEE °
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21. GOODWILL (Continued)

22.

23

The Group prepares cash flows forecasts derived from the most recent
financial budgets approved by management for the next five to seven
years, which is the general development period for natural gas business
and extrapolates cash flows for the following five to seven years based on
the estimated growth rate of 3%. The financial budgets and growth rates
are estimated according to the stage of each operation with reference to
the development curve of the natural gas industry in the PRC region. The
rates used to discount the forecast cash flows for CGUs are from 15% to
17%. In the opinion of the directors, no material impairment loss is
identified as at March 31, 2006.

DEPOSITS FOR ACQUISITION OF PROPERTY, PLANT
AND EQUIPMENT

The amount includes HK$38,173,000 (2005: HK$34,187,000) which
was paid to a minority shareholder of a subsidiary for acquisition of
property, plant and equipment.

120 P 121

21. B8 (&)

22.

AEERBEEEERARAFELE (RAR
¥z —RERBRAR) 2ROV EEERER
SREEE  URBREBEHERRI%HEEHE
FELFZHERE - WBEE RIERETIRE
BEBZERBERRLEL2EREME 2 RARIT
EZEEMBREM  c ARReELABN RS
MEPTHNLER 15% E17% 5 c EERA
R-EEANF=ZA=+—ABEEANAHRRE
E518 -

WEMX BERRBZES
RHRBERRBNE B R — KB

NAEl—ZVEE S 38,173,000 87T (==
TR 34,187,000 7T) -

INVENTORIES 23. 78

2006 2005
—EERE —ZTTRF
HK$’000 HK$’'000
FHxT FAET
(Restated)
(&%)

The following is an analysis of inventories AR AFEERERE Rz :

at the reporting date:

Construction materials B 99,384 33,387
Consumables and spare parts SHAEm B 2,218 1,886
Natural gas RAR, 6,422 7,247
108,024 42,520

Cost of inventories recognised as expenses during the year is
HK$266,452,000 (2005: HK$115,335,000).

FANBRERL 2 FEKANE 266,452,000 75
7T (ZZEZRHF : 115,335,00087T) °
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24. AMOUNTS DUE FROM (TO) CUSTOMERS FOR
CONTRACT WORK

PR AR

BE_ZTRF=A=+—HILFE

24

JEW (BfY) BEFZEHNIER

2006 2005
—eiE —TTRs
HK$’000 HK$’'000
FHExT FAT
Contracts in progress at balance sheet date: REERAZEETIE
Contract costs incurred plus recognised B8R15 2 & HIRAS N
profits less recognised losses B R m F R B R E B 533,806 378,496
Less: progress billings A R (80,101) (12,724)
453,705 365,772
Represented by: R
Due from customers included in current assets SFARBEE Z BN E P FIE 454,914 366,664
Due to customers included in current liabilities FTARBAEZ ENEFHIA (1,209) (892)
453,705 365,772

At March 31, 2006 and 2005, there were no retention monies held
by customers for contract work performed. At March 31, 2006,
advances received from customers for contract work amounted to
HK$14,292,000 (2005: HK$6,109,000) which were included in trade
and other payables.

The directors consider that the carrying amounts of amounts due
from/to customers for contract work approximate to their fair values.

25. TRADE AND OTHER RECEIVABLES
Other than certain major customers with good repayment history which
the Group allows a longer credit period, the Group allows an average
credit period of 30 to 60 days to its trade customers.

25.

RIEERNER_TETRAF=A=1+—H ' &
RBFBEBEFPHRBETZANIRMIZESE - ¥
—EEXRFE=A=+—H BRALHIEZFLIK
234 14,292,000 87T (ZTTAHF :
6,109,000 7)) - W B 5 ARET BR 5K K& H i fE
3 -

EERR F&‘H&/FEH%)EZ M TR IARRE
EREATEESE

EZRBWERA R MmEWRIE
BRETHREHRRIZEERFEASBENE
BRREEHN  AEEREEZEFIRHFS
30-60 HZEEH -
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25. TRADE AND OTHER RECEIVABLES (Continued)

The following is an aged analysis of trade and other receivables at

122 P 123

25. S BRRR R EtEWARE (&)

RERER - BF RN E AR ARIE 2 R

the reporting date: O :
2006 2005
—EERE —ETRE
HK$’000 HK$'000
FEx FAT
(Restated)
(&%)
0 - 30 days 0-30H 60,738 7,930
31 - 60 days 31-60H 1,459 11,487
61 — 90 days 61 -90H 8,763 78
91 - 120 days 91-120H 7,980 2,295
121 — 180 days 121 - 180 H 22,678 1,080
Over 180 days 180 HA 38,595 7,070
Trade receivable H 5 EWERFR 140,213 29,940
Deposits paid for construction materials EMBEfiRE 22,979 7,161
Other receivables, deposits and prepayments Hib U ERIA « &2 KB FIE 182,278 49,070

Amounts due from minority A EIENE R G & B

shareholders of subsidiaries 2,196 495
347,666 86,666

REBE_ZERE=A=1+—HILEER ' £&
E 5 E 5 e W AR B ROR (B K518 11,000,000 75
T (ZEZTREF &) o

During the year ended March 31, 2006, the Group recognised an
impairment loss of HK$11,000,000 (2005: nil) in respect of the
trade receivables.

The directors consider that the carrying amount of trade and other EERR - BIZEWERRLEAMEWRIBEREE
receivables approximates their fair value. ELENFEES °
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26. DERIVATIVE FINANCIAL INSTRUMENTS 26.0TE€®mI A
2006 2005
—EERE —ETRF
HK$’000 HK$’'000
FET FAxT
Derivative financial assets: PTEEHIA :
Interest rate swap contracts not qualify TREERIERE PGS
for hedge accounting ZFEEHE 49 21,669 =
Early redemption option embedded BAABRES 2 12510
in a convertible bond HE D)3 1= 5,991 =
27,660 —
Derivative financial liabilities: PMTEERALRE
Embedded conversion option A FTIR A 40,609 =
Stock subscription options granted to #F Merill Lynch International
Merill Lynch International (“ML") ([ZEM]) 2R HARE 7,500 =
Mandatory redemption option embedded MBI AR AR & 55 2 58
in a convertible bond HE O3 1= 1,260 =
49,369 -
Major terms of the interest rate swap contracts are as follows: MEEHENZ EZHEZRAT ¢
Notional amount Maturity Swaps
HfE EI8E f2 5
US$30,000,000 April 18, 2008 From USD LIBOR BBA + 1.50% to 5.05%
30,000,000 37T —TTN\FNA+NR BRESMBIRITRZERS + 1.50 EE 5.05 2
US$30,000,000 April 18, 2008 From USD LIBOR BBA + 1.50% to 5.08%
30,000,000 =T —TTN\FWMA+NR BRESMBIRITRZERS + 1.50 EZE 5.08 [
US$50,000,000 February 15, 2009 From USD LIBOR BBA + 2.35% to 5.73%
50,000,000 7T —ETNF=_A+HA BRESMBIRITRZERS + 2.35EE5.73 [E
The fair values of the interest rate swaps are determined based on MEFEH 2 A TETRENEEERRZE T AR
market prices quoted from financial institutions for equivalent WMeoTERREEAFAMBRESRESTE °

instruments and the application of discounted cash flow method at

the balance sheet date.
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26. DERIVATIVE FINANCIAL INSTRUMENTS (Continued) 26.TE€mMI A (&)

Embedded conversion option represents the fair value of the
bondholders’ option to convert the convertible bond issued on June
29, 2005 (as detailed in note 34) into equity of the Company, but
the conversion will be settled other than by the exchange of a fixed
number of the Company’s own equity. Early redemption option and
mandatory redemption option represent the fair value of the
Company’s option to early redeem and the fair value of the redemption
at the option of certain bondholder in respect of convertible bond is
issued on June 29, 2005 respectively. Stock subscription options
represent the fair value of the option granted to ML to subscribe new
shares of the Company. Details of such convertible bond and the
subscription arrangement are set out in note 34. The fair value of the
early redemption option and stock subscription option are calculated
using the Black-Scholes-Merton Option Pricing Model. The inputs into
the model were as follows:

AR EREESHAEALE_SETRF AT
NBETZABERES (aiﬁﬁﬁ?\%) B SR
RAIRARZEEE Z NTFE BTG ARREE
B 2 ARRBAEEIRE - 1777 B%@ BEER
BRHEEEEED KRR ANARRZAED 2 EE
BZATERMR-_ZZRFANA-_THLAETZ
MEEFZEFREACBEEER AT
B - BEMEKRE TEMRBARBHMEND 2
BEEZATE - TREEFRBBREZHE
BNHIEE 34 o £2A1 Ba@%%%&?\ﬁxﬁﬁffiéz
FEDEZERAIR — FRRTHEEEEAR

B ZBMABFHT

Embedded Early Stock

conversion option redemption option subscription option

AR AR EAEEE AR

Conversion price/exercise price BAE /1B HK$1.731 /87T HK$1.731 87T HK$1.128 67T

Expected volatility (note a) KR (HEa) 33.33% 30.36% 32.46%

Expected life (note b) BHERES (M) 2.3 years £ 1.8 years 2.9 years F

Risk free rate (note c) ERBAIE (FiEc) 4.303% 4.269% 4.296%
Notes: BizE

(@) Expected volatility for early redemption option was determined by
calculating the historical volatility of the Company’s share price over
100 trading days; embedded conversion option and stock subscription
options were determined by calculating the historical volatility of the
Company’s share price over 260 trading days.

(b)  Expected life was the expected remaining life of the respective options.

(c) The risk free rate is determined by reference to the Hong Kong
Government Bond Yield.

The fair value of the mandatory redemption option is determined by
application of binomial method, using effective yield at 4.5% and
time to maturity equal to the expected remaining life of the option.

During the year, HK$25,669,000 was recognised as charge in fair

value of derivative financial instruments.

(@) RAIEEEERBHKEDEHEARARRZ
BN 100 AR S H 2 ELIREMEE - AR
TR B ERE TR R AR A R AR ER 260 (AR 5 H
ZESL R EMEE °

(b) FEHBARFHIESHEZAABTELY -

() ERRMXDESLEBZBBRFEFZESXEE °

RHECERER L AP ERERESXRA45ER
BERNEERBHR T FHZIBFHA—RE
BE -

FA - 25,669,000 BT ERRRITESRTE
ZAFERAX -
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27.

28.

BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the Group and short-
term bank deposits with an original maturity of three months or less.
The bank deposits bearing floating interest at effective interest of 2%
to 4% per annum. The directors consider that the carrying amount of
bank balances and cash approximates to their fair value. At March
31, 2006, the bank balances and cash of approximately
HK$1,446,367,000 (2005: HK$639,580,000) was denominated in
RMB, which is not freely convertible into other currencies.

TRADE AND OTHER PAYABLES/AMOUNTS DUE TO
MINORITY SHAREHOLDERS OF SUBSIDIARIES
Trade and other payables comprise amounts outstanding for trade
purchases and ongoing costs. The following is an aged analysis of
trade and other payables at the reporting date:

PR AR

BE_ZTRF=A=+—HILFE

27.

28.

RITEBERS
RITEHRRBALBEAEEREZ2HE RREAR
= AR REBE 2 REBARTER - RITFZIREF
2EABEBBRANRZ ZBFNEGTS - EZRA -
RITEBRREASCEEAEREAFTERS -
RZZEAF=ZA=+—8 R|OTEHK
RE&#1,446,367,000 8L (ZTEZTAHF
639,580,000/8 ) MAAREE  ARBIL
NAIEHRABRAEMES

EZENRAREMEMNRE BN
B~ B D B RARIE
EHEAERRAMEN AR S ERRE
BRAZ RREERE - REREE - EREAR
KRR EAENREZRRATET

2006 2005

—EERE e

HK$’000 HK$’'000

FExT FAT

(Restated)

(&)

0 — 60 days 0-60H 123,175 50,827
61 — 90 days 61-90 H 5,190 6,866
91 — 120 days 91 -120H 5,681 6,199
121 — 180 days 121 -180 H 13,731 14,495
Over 180 days 180 H A 59,347 18,170
Trade payables B SRR 207,124 96,557
Other payables and accrued charges H b FETARTE R BT 2 i 184,641 76,580
391,765 173,137

Amounts due to minority shareholders of subsidiaries were unsecured,
non-interest bearing and were repayable on demand.

The directors consider that the carrying amounts of trade and other
payables and amounts due to minority shareholders of subsidiaries
approximate to their fair values.

FERTHT B AR D WA RFRIA R BRI - 2R KA
RERKEE -

EERR BHRNEREEMENREAEREN
MEBARDBERRAZFREEELAFENR

4+

Eo
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29. BANK AND OTHER BORROWINGS 29. RITRHEHMEE
2006 2005
—EEXREF —ZETRF
HK$’000 HK$’'000
FE T T
Bank loans RITER 1,672,706 1,180,950
Mortgage loan EIBER 18,798 18,158
Other loans HAER 319,948 124,338
2,011,452 1,323,446
Secured B 1,264,511 967,803
Unsecured AR 746,941 355,643
2,011,452 1,323,446
The maturity profile of the B BIERAELNT
above loans is as follows:
On demand or within one year REREF R —FRER 345,662 172,928
More than one year, but not exceeding two years LI —FETHBAMRE 192,217 72,705
More than two years, but not exceeding five years ZAMFB T BBEAF 906,727 420,049
More than five years ZRAF 566,846 657,764
2,011,452 1,323,446
Less: Amount due within one year B —FAEIEHA
shown under current liabilities BB B2 KIE (345,662) (172,928)
Amount due after one year —F & EIH 2 FIE 1,665,790 1,150,518
Borrowings comprise: BEAE
Fixed-rate borrowings FEEE 1,462,302 1,234,120
Floating-rate borrowings FEEER 549,150 89,326
2,011,452 1,323,446

The range of effective interest rate (which are also equal to contracted

AEBEEEZERMNEXZ&EE (BEFDATHMNEX)

interest rates) on the Group’s borrowings are as follows: UM
2006 2005
—ETRF —TTRHF
Effective interest rate per annum: BERRFERE
Fixed-rate borrowings FEEE 2.00% to £ 7.34% 2.00% to = 6.73%
Floating-rate borrowings FEEE 4.83% to £ 6.02% 4.83% to & 6.02%
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29.

30.

BANK AND OTHER BORROWINGS (Continued)
The details of the Group’s borrowings which are denominated in foreign
currencies are set out below:

PR AR

BE_ZTRF=A=+—HILFE

29.

RORHEMEER (&)
REBSMEFHEZ EEZHERFIMT

usD JPY

E AE

HK$'000 HK$’'000

THET TAET

At March 31, 2006 R-ZZFTRF=A=1T—H 459,397 44,035
At March 31, 2005 R-ZETRF=A=+—H _ _

During the year, the Group obtained a new loan in the amount of
US$60,000,000 (approximate HK$468,000,000). The loan is
unsecured, carry interest at LIBOR plus 1.5% per annum and will be
repayable from 2007 to 2010. The proceeds were used for investing
in natural gas projects and general working capital of the Group.

The directors estimate the fair value of the Group’s borrowings, by
discounting their future cash flows at the market rate. The directors
consider that the carrying value approximate to their fair values.

OBLIGATIONS UNDER A FINANCE LEASE

30.

lease payments

FRN - AEEEE 60,000,000 X7 (8
468,000,000 7T) ZFTEER o Z ERAEE
# BFERERBITAKIFSMLE EFE - A
RZTTLFE_T-TFEE - IFREDA
EREERERARBEER —REELS -

EERAKERERNSHERBRELRRRER
UEFEAYE - EFRA - BEZATFEZE
EEEEAFERSE -

Bl & &R IE
Present value
Minimum of minimum

lease payments

BRBALHTR BREANFRZERE
2006 2005 2006 2005
ZEERF ZTRHFE ZBERF C"TETLF
HK$’000 HK$’000 HK$’000 HK$’000
FExT FHET FHET FAT
Amounts payable under RIBRFEREE
a finance lease: FESE%5E
Within one year —FN 66 66 64 64
In the second to fifth year inclusive F_EFERF
(BEEEMF) - 131 - 121
66 197 64 185
Less: Future finance charges B RRELEE A (2) (12) N/A N/A
Present value of lease obligations A FEEZIRE 64 185 64 185
Less: Amount due for settlement B —FARIEE AT
within one year (shown 25 (BE
under current liabilities) MEEE) (64) (64)




30.

31.

OBLIGATIONS UNDER A FINANCE LEASE (Continued)
It is the Group’s policy to lease certain of its property, plant and
equipment under finance lease. The lease term is 3 years. For the
year ended March 31, 2006, the effective borrowing rate was
approximately 8% (2005: 8%) per annum. Interest rate is fixed at the
contract date. The lease is on a fixed repayment basis and no
arrangement has been entered into for contingent rental payments.

The Group’s obligations under a finance lease are secured by the
lessor’s charge over the leased asset.

The carrying value of the Group’s finance lease obligations, determined
based on the present value of the estimated future cash flows
discounted using the prevailing market rate at the balance sheet date
approximates to their fair value.

CONVERTIBLE NOTE

Pursuant to an agreement dated June 10, 2003, the Company issued
a convertible note (the “CN”) amounting to US$6 million (equivalent
to HK$46,800,000) to an independent third party, Eastern Linker
Holdings Limited. The CN carried interest at the rate of 2% per annum
on the outstanding principal amount of the CN. The conversion price
is HK$2 per share and is matured on June 10, 2005.

During the year ended March 31, 2005, the Company repaid
US$1,397,000 (equivalent to HK$10,900,000) to the holder of the
CN, and the remaining US$4,603,000 (equivalent to
HK$35,900,000) was fully repaid during the year ended March 31,
2006.

The CN contains two components, liability and equity elements. In
accordance with the requirements of HKAS 32 “Financial instruments:
Disclosure and Presentation” (see note 2 for details), the CN were
split between the liability and equity elements. The equity element is
presented in equity heading “convertible note and bonds equity

reserve”. The effective interest rate of the liability component is 4%.
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30.

31.
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MEHERE (&)
AEBzHRABEREMERAETWE &
EREME HH3IF - HE_TTAF=-A=1
—BIEEE  BEEEFHNEHARSE (=TT
FE:8E) - FBRITHNAHEE - MO
VA E B E AR N - W A s AR AR A0 BB
ZHE o

AEERBERE
R Z R -

EEDARBEAAEEEE

AEBRERE A ZREETDRBMEF ARRE
ERBEEBZRITHSMNRUBRZREETE -
BENFERE

AR EE

RE-ZTT=F A +BZHH  AARME—B
3 2% =75 Eastern Linker Holdings Limited 217
6,000,000 %7t (FHE 7 46,800,000 B7T) 2
ARREE ([AHRERER]) o ATEREERAR
BRREBEZAEEASHIRFANER2EFE - 8
BREAGR2ET  YR=ZTTRF A +HE
e

FR - AABEERMN 1,397,000 %7 (HER
10,900,000 A7) TAIMBREEFE A - 485
4,603,000 %7t (HHE R 35,900,000 %7L) 2
REBEE-ZERNFZA=1+—"BHFERRBEHE

ABREREEEMERD
BEBSFLERFEI2R [T A: HERE
5l (FFBERME2)  ARERERELS S ENRE
@Ak - RN [FATREREREFERR
] Tk - BEMDZBERFER4E -

BERERERD - R
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31. CONVERTIBLE NOTE (Continued) 1. AR REE (&
The movement of the liability and equity components of the CN during FA - JRBRERBERERKH 2 EEEH T
the year is set out below: U
Liability Equity Total
=l R #et
HK$’'000 HK$’000 HK$’000
FAT FAT FAET
At April 1, 2004 RZZZMEPA—H
— As originally stated —R% 46,800 = 46,800
— Effect on adoption of HKAS 32: —FNR B SEERE 32 2 A& -
Recognition of equity component TR A (D (1,765) 1,765 =
Interest charge F B> 728 = 728
— As restated — &7 45,763 1,765 47,528
Interest charged (note 9) FMEMAY (HE9) 1,765 = 1,765
Interest paid BRAFE (817) — (817)
Redeemed during the year FAER (10,900) (411) (11,311)
At April 1, 2005 R-_ZEZRFMA—H 35,811 1,354 37,165
Interest charged (note 9) FMERX (MFE9) 145 = 145
Interest paid BFE (56) = (56)
Redeemed during the year FRER (35,900) (1,354) (37,254)
At March 31, 2006 RZZETZF=A=+—H = - -
The directors consider that the carrying amount of the CN approximates EERRUBEERZRAEEL A FEES

its fair values.
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ordinary shares of HK$0.01 each in the Company at a price of HK$1.158
per share to GAIL (India) Limited.

(b)  On October 28, 2005, the Company entered into subscription agreement (b)

32. SHARE CAPITAL 32. &
Convertible
Ordinary shares preference shares Total
EER ABRRE LR A%
No. of shares No. of shares
‘000 ‘000
at HK$0.01 at HK$1.00
each each
TRERE TRERE
EBREE HK$°000 EREE HK$°000 HK$’000
0.017& 7T TERT 1.00 &t THERT TET
Authorised ETE 9,000,000 90,000 124,902 124,902 214,902
Issued and fully paid: BEETRAR
At April 1, 2004 RZZEWFMA—H 1,557,780 15,578 = - 15,578
Issue of new ordinary shares BT E AR 430,100 4,301 - - 4,301
Conversion of convertible bonds BT E S 81,153 811 = = 811
Exercise of share options (note 45) friERERE (IR 45) 5,780 58 = = 58
Exercise of warrants (note e) TERREE (fizte) 170,000 1,700 - - 1,700
At March 31, 2005 “ZZRF¥=A=1+—H 2,244,813 22,448 - - 22,448
Issue of new ordinary shares BT E R
(notes a, b, ¢ and d) (FitzEa, b, ¢ & d) 555,000 5,550 - - 5,550
Exercise of share options (note 45) ?ﬂi%ﬁﬁ% (Bi=E 45) 31,750 318 = = 318
Exercise of warrants (note €) TERREE (fitte) 90,000 900 - = 900
At March 31, 2006 RZBZ E=A=1—H 2,921,563 29,216 - - 29,216
Notes: B 3T -
(@) On May 3, 2005, pursuant to the subscription agreement dated on (a) R-EZRFRA=H BER-_ZTZRHFE_A
February 19, 2005, the Company allotted and issued 210,000,000 THBEIM 2 RERZ  ARAIRER 1.158

TUBE B KRBT AR R IR AH210,000,0008% F A%
HAEO0.01L BT 2E@BRT GAIL (India)
Limited °

ZEZRAFT AR - AR AR EER

with Templeton Strategic Emerging Market Fund Il LDC (“TSEMF 1I”) and
Nederlandse — Maatschappij Voor Ontwikkelingslanden N.V. (“FHO”),
pursuant to which TSEMF Il and FHO agreed to subscribe for and the
Company agreed to allot an aggregate of 133,000,000 shares at a
subscription price of HK$1.16 per share.

On January 19, 2006, pursuant to the subscription agreement dated
November 28, 2005, the Company allotted and issued of 210,000,000
ordinary shares of HK$0.01 each in the Company at a price of HK$1.185
per share to Oman Oil company S.A.O.C.

(c)

FHOJ) AT R W% &Lt © TSEMF 1IE2FHO
=R %&ZK/ATH S i3 A $£133,000,000/%
7 REEAFRL.16 BT -

n=
BB ES 1 ([TSEMF I1]) KA HAZERT
(TFH
&
fi%

RZZZEXRF—ATHAA BRER-_ZTTAFT
— A=+ N\BEIMZRERZE - A2 T M Oman
Oil Company S.A.0.C fi # 2 %77 210,000,000
R QR EREMEO.0OLB T 2 TR - FRAE
1.185 87T ©
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32. SHARE CAPITAL (Continued)

33

(d)  On February 6, 2006 and February 21, 2006, pursuant to a subscription
letter on October 29, 2003, the Company issued a total of 2,000,000
ordinary shares at HK$0.01 each in the Company at a price of HK$1.128
per share to ML. Details of the subscription letter have been set out in
note 34.

(e)  On September 28, 2004, pursuant to agreements made between the
Company and two independent investors, 260,000,000 warrants were
issued at a price of HK$0.01 per warrant. Each of the warrants will give
the holder the right to subscribe in cash for one share of the Company
at an initial subscription price of HK$0.66 per share of HK$0.01 of the
Company at any time from the date of issue thereof up to and including
September 27, 2009.

During the year, 90,000,000 (2005: 170,000,000) warrants were
exercised and 90,000,000 (2005: 170,000,000) ordinary shares of
HK$0.01 each in the Company at a price of HK$0.66 (2005: HK$0.66)
per share were issued.

These shares issued during the year rank pari passu with the then existing
shares in all respects.

AMOUNT DUE TO A MINORITY SHAREHOLDER OF A
SUBSIDIARY

The amount is unsecured, interest bearing at 2% per annum and
repayable in year 2013. Accordingly, amount is classified as non-
current liability as at the balance sheet date.

The effective interest rate on the amount due to a minority shareholder
of a subsidiary is equal to contracted interest rate. The carrying value
of the amount due to a minority shareholder of a subsidiary, determined
based on the present value of the estimated future cash flows
discounted using the prevailing market rate at the balance sheet date
approximate its fair value.

B RS R AR AL

i

33.

E-FEAFSASHALEE

(d) R-EERNF-_ANAER-_ZEERF_A=-+—
B REBHA-ZEZE=F+A-+HhAZRE
B RNAaElE HEBETARQRRAF 2,000,000 8
BREEO0.0L BT Z @R TEM - FRIEE
1.128 BT - REH 2 FBEENIHE 34 -

(e) MZZEZMFEAA=1+NB  REARFLERA
BB AR 2+ 260,000,00017 R AR 4E
EBIREH ARREZ0.OLB T 2 EBREIT - B
RREEEETFHARMNBRAREEZTRHE
E_TTAFNAA=-+ LB (BHE%B) LHHE -
NE SRS REEER0.66BTRE —BRAD
R EMEE 0.01 BT Z D °

4 » 90,000,0001) (—ZEZEH4F : 170,000,000
1) RAXREFEESTEE © 90,000,000 i (ZFZFH
4 : 170,000,000 %) A A RIRAH AR EE0.01
BT LB E0.66/87T (ZTZTHF : 0.66
PEIT) BT °

RENETZRARMAESERRARATERSE
A o

X—EHBRR—RLPBRRZHNE

ZREREER  SFH2EFERAR T —
=HFEE - Bt ZFERNEE AR BIERD
BfE-

R—FEHBRR B PBEIRR 2 FR 2 ERA X
BERBTONE - REEH - R—HHREAR
— B HRRZ IR REETRE G RKR
ERERBPITHSN XN 2 REMEE - HH
RFERE -



34. CONVERTIBLE BONDS

On June 23, 2005, the Company entered into a conditional
subscription agreement with CQS Convertible and Quantitative
Strategies Master Fund Limited (“CQS”) and Courtenay Enterprises
Limited (“Courtenay”), independent third parties of the Group, whereby
CQS and Courtenay subscribed the USD denominated Bonds (“Bond”)
issued at par by the Company in an aggregate principal amount of
US$40,000,000. The Bond was issued on June 29, 2005 and carries
interest at 1% per annum and is matured on June 29, 2010. The
initial conversion price of the Bond is HK$1.7310 and can be exercised
at any time on or after June 29, 2005 up to seven business days
prior to June 29, 2010. The Bond may be early redeemed by the
Company at an amount equal to 115.314 per cent of the principal
amount of the Bond on June 29, 2008 and 127.070 per cent of the
principal amount of the Bonds on June 29, 2010 (“Redemption
Amount”). On June 29, 2008, each bondholder shall have the right
to require the Company to redeem all or part of the Bond at the
115.314 per cent of the principal amount of the Bond.

On October 29, 2003, the Company and ML entered into a
subscription agreement (“Agreement”) pursuant to which the Company
would issue up to US$41 million 1.0 per cent unlisted and unsecured
convertible bonds due 2008 in five tranches (“ML Bonds”) and ML
subscribed in an aggregate principal amount of US$6 million (“Tranche
1 Bonds”). Pursuant to the Agreement, the Company would grant to
ML options to subscribe for additional four tranches of the ML Bonds
in aggregate principal amount of up to US$35 million if certain
conditions are met (see below for more details). Under the terms and
conditions of the ML Bonds, ML might convert the ML Bonds at any
time from and including the respective date of issue of the ML Bonds
up to the date falling one week prior to October 30, 2008 (“Maturity
Date”).

Besides, the Company has also entered into a subscription letter on
October 29, 2003 with ML pursuant to which the Company granted
to ML, the rights to subscribe for new shares of the Company (the
“Letter”). Under the terms of the Letter, ML would have a right to
subscribe for new shares up to 15% of the principal amount of each
tranche of the ML Bonds issued divided by 0.94 with a subscription
price of HK$1.128 per share (subject to adjustments). The
subscription right are exercisable by ML at any time from and including
the date of issue of the relevant tranche of the ML Bonds to and
including the Maturity Date. Upon the adoption of HKAS 39, the fair
value of the stock subscription option has been recognised as
derivative financial instruments as set out in note 26.
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34. AR EF

RZZTTRFASAA=Z+=H AAFRHECQS
Convertible and Quantitative Strategies Master
Fund Limited ([ €CQSl) X Courtenay
Enterprises Limited ([Courtenay!|) (R&EHA
BN E=77) 1M B GHRETE - Bk CcQS R
Courtenay RIEBARAIZEBEZTRLICREAR
40,000,000k T Z AETLEHEE S ([EFF]) °
BER-_ZTTRAFNA-_TABET  BFEANE

LEFBRYR T —TF AT NBEH - &
HZYFEMERL1.17310%8 T - IR=-FTH
FRAZtNABE=Z—ZSFXA=-+ABAL
8% 2% B SR E AR ETE - EFFAERRRRN
ZEE N\FIREFALTEL115.314% 2 B KRR
—ZT-E2FRA :HLEH&ZK@%MW 070% .2
B ((BEEefE]) BRFEERL R NFERX
R=Z+hB8" %1%%?%@Aﬁ$’§;z*$Aiﬁl1ﬁ
SFAREE 115.314% 2 BEERE 2 5=k 50 0 &

RZZZ=F+A=1+NB  KAREEML
REmZE ([ZBE]) - Bt XARAESEH
1T % 41,000,000 X TR =T NFHH 2
1.0EF LT REEA AT RRES ([EMNEF])
MEMRELASER 6,000,000 ET2EH
([E—#tEH]) - BEZGE - EERE TG
BT 2R R [A] S AR R AR A LA SR S AR
SNIUE A & KR 5 % 5 35,000,000 ZE T 2 =M
B (FRBRETX) - BEENRES ZGRRE
- EMATESEMELFEITHEY (B83E%A)
BEZTTN\F+A=1+H ([EIHBE]) AI—£
Hz B REREEERES R

SN - ARABR IR =TT =F+ A=+ N BHEXE
METZREE ([ERH]) - Bt - RAR]RIEMR
BRERBEARRBNRG 2 R o BRIT R 2 15
;o EMASEERERRG jﬁLMEEﬁE%’”“‘%
MEHFAESEE 2 15% KA 0.94 28 B AR - R
BEASK1.1288 L (AT FHAE) - EMRAR
BRMBCENESFEITEE (BF%ZA) B2
A (BE%A) HEAMBERTE ERE
T o NIRMNBE A ST ERIE 39 57 1& - RARERE
ZATFEEERBITESRIE  FBEHNAME
26 °
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34. CONVERTIBLE BONDS (Continued) 4.7 ARESH (&)

The Tranche 1 Bonds of US$6 million and the bonds with an aggregate
principal amount of US$7 million (“Tranche 2 Bonds”) were issued to
ML on November 13, 2003 and June 10, 2004, respectively.

The issue of remaining three tranches of the ML Bonds is subject to
the approval from the shareholders of the Company. The proposed
resolutions to approve the issue of these three tranches of the ML
Bonds and the shares to be issued upon conversion of such ML Bonds
and the exercise of the related subscription rights were not passed by
the shareholders at the Special General Meeting held on December
19, 2003.

During the year ended March 31, 2005, approximately US$4.6 million
(approximately HK$35.6 million) of the Tranche 1 Bonds and
approximately US$1 million (approximately HK$7.8 million) of the
Tranche 2 Bonds were converted to ordinary shares of the Company.

Pursuant to the repurchase and amendment agreement (“Amended
Agreement”) dated October 7, 2004, the Company repurchased the
principal amount of approximately US$3.5 million (approximately
HK$27.3 million) of the Tranche 2 Bonds at a repurchase price of
approximately US$3.85 million (approximately HK$30.0 million). The
remaining outstanding because of the Tranche 2 Bonds can be
redeemed by the Company for an amount equal to 115% of the
principal amount pursuant to the Amended Agreement. Remaining
outstanding balance of approximately US$2.5 million (approximately
HK$19.5 million) of the Tranche 2 Bonds were redeemed by the
Company during the year ended March 31, 2005.

£146,000,000 XT2BEFERE LA
7,000,000 (T2 &S ([E24EF ) HH 5|
R-TE=F+—F+=ZAR_TTWFENA+
HEITFEM -

BT = iR E S AREAR AR 5T
B17 o ABBATIC = B ES R AL SN
HIRT 18T 8172 R0 RAB R 2 (722
REARRE-TT=4T-ATARBRTZR
FEBIAE LI KB BIRE -

REBEZE-_ZTTRAF=A=+—"HLEE &
4,600,000 =71 (#735,600,000875) 25—
# % 491,000,000 7T (497,800,000 %7T) 2
FEMEFODEBBARR ZEERY °

BERBHA-ZENGF+ALHZEERERH
& ([f&aTezl) - AQRILARE[E(E 3,850,000
Ft (4930,000,000/87C) © BEIAGEAA
3,500,000 %7t (427,300,000 70) 25—
HES - IRIBEFIHZE - R THAREEZE-H#
BEFATAARRLEERNAERE 115% 2 @&
[B] - #:%E%) 2,500,000 FE T (419,500,000 %
L) ZEHESREBEE_ZTRF=A=1—
HIEFEANE BAQEEE -



34. CONVERTIBLE BONDS (Continued)

The net proceeds received from the issue of convertible bonds contain

the following components that are required to be separately accounted

for in accordance with HKAS 32 “Financial instruments: Disclosure

and Presentation” and HKAS 39 “Financial instruments: Recognition

and Measurement”:

(a)

Liability component for the Bond and ML Bonds represents the
present value of the contractually determined stream of future
cash flows discounted at the rate of interest at that time by the
market to instruments of comparable credit status and providing
substantially the same cash flows, on the same terms, but
without the conversion option. The effective interest rate of the
liability component is 4.5% (2005: 4.3%).

Equity component of the ML Bonds represents the fair value of
the embedded conversion option stated as equity to convert
the liability into equity of the Company and the conversion will
be settled by the exchange of fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity.

Embedded conversion option of the Bond to be accounted for
as a separate financial liability represents the fair value of the
option to convert the liability into equity of the Company but the
conversion will be settled other than by the exchange of a fixed
number of the Company’s own equity.

Embedded early redemption option represents Company’s option
to early redeem all or part of the Bond.

Mandatory redemption option of the Bond represents redemption
at the option of the bond holders.
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4. R ES (&
BT MR ES 2 FIEREFREBEATARS -
BERBEBSLANERRIRTA  HE
R25|| REBGEAEION [SMTA : #
RREHE] BYAK :

(d)

&5 2 BERD REMEHEE LT Z AR
RESREBRERTS LRAEBABHERD
EEARBIE IR AR ERfE N IR R BB R A9 3R
SMEMNMIBERE 2 5 EETRIREH
BE BEXKOZERFNERAILE (ZF
THE 43F) o

SRS 2 MR 1D (R R 5 e 25 2 B
REE Y AT(E - SRR R (A
MARATZ B MBABATERE A
RS MAERBAAT 2 EBENZ R
17

5 LA B < B T EL5I AR 2 8 55 2 By F R A A
RESHAER/LARFAREIEERQT
B EZEREAERBE TSR 2 ARF
RE RSN TT T »

EEERARAARIRPERL 2
MR EH B

BEHFZabEMNEEERREZESRHAEALZ
BRETZEE -
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34. CONVERTIBLE BONDS (Continued) 4. RRESR (££)
The movement of different components of the convertible bonds during FRAABEESZTRKG 228 mT ¢

the year is set out below:

Embedded Early Mandatory
Conversion redemption redemption
option option option
Liability Equity W% REEE & EE Total
af i BRE BEE BEE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TATL TATL TAL TATL
At April 1, 2004 RZZEMENA—A
- As originally stated ~ [R5 35,644 = = = = 35,644
— Effect on adoption —FEAER
of HKAS 32: BRERHHE:
Recognition of equity RERAKID
component (4,807) 4,807 - - - -
Interest charged MEX 421 - - - - 421
- As restated —EJ 31,258 4,807 - - = 36,065
Issued during the year, FRET ENR
net of issued cost BITA 48,711 5,812 - - - 54,523
Interest charged (note 9) FEZH (HzE9) 5,438 - - - = 5,438
Interest paid BRAS (228) - - - - (228)
Redeemed during the year FRER (46,725) (4,981) = = = (51,706)
Converted during the year FREH (38,454) (5,638) - - - (44,092)
At April 1, 2005 RZZETHREMA—A = = - - - -
Issued during the year, FRET
net of issued cost BHBETHAA 264,863 - 40,609 (5,992) 1,260 300,741
Interest charged (note 9) MEXH (i 9) 10,436 - - - - 10,436
Interest paid MEXH (2,325) - - - - (2,325)
At March 31, 2006 R=EZ F=A=1—H 272,974 - 40,609 (5,991) 1,260 308,852
The directors consider that the carrying amount of the convertible EERE  THRRESFCEEEEERAFER

4t

bonds approximates to their fair values. H°



35. DEFERRED TAXATION

The following is the deferred tax liabilities (assets) recognised and
movements thereon during the current and prior reporting periods.
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35. EER 18

VAT A3 1 S B ¥R HA ) e B ER R A R 2 © RERRUE AT
BIRAE (BE) ARE@EE -

Accelerated

tax Tax

depreciation losses Total

IR E HIEEE st

HK$'000 HK$’000 HK$'000

FAT FAT FAT

At April 1, 2004 RZZZTEFEMA—H 3 3) =
Charge (credit) to income FARKEERIR (ER)

statement for the year 15 (15) -

At March 31, 2005 RZZEERF=A=1+—H 18 (18) -
Charge (credit) to income FARKEERR (ER)

statement for the year 1,466 (1,466) -

At March 31, 2006 RZZBZRNF=A=+—H 1,484 (1,484) =

At March 31, 2006, the Group has estimated unused tax losses of
HK$228,512,000 (2005: HK$127,906,000) available for offset
against future profits. A deferred tax asset has been recognised in
respect of HK$8,480,000 (2005: HK$102,000) of the tax losses.
No deferred tax asset has been recognised for the remaining estimated
tax losses of HK$220,032,000 (2005: HK$127,804,000) due to
the uncertainty of future profits streams. Included in unrecognised
estimated tax losses are losses of HK$43,593,000 (2005:
HK$4,993,000) that will expire within 5 years from the balance sheet
date. Other losses may be carried forward indefinitely.

Temporary difference arising in connection with interests in associates
is insignificant.

RZZZRF=A=1+—8 ' AEET] ALK
R K 2 et R BB 1B & 15 /5228,512,000
BT (ZZEZREF £ 127,906,000 7T) ° E5
8,480,000 Bt (ZEZTHF : 102,000 & 7T)
ZRBEERRAELHEEE - BRRABER
A m F HOR - Bl ET BB EE 220,032,000
BT (ZZEZAF : 127,804,000 8 7T) I £
WLURIEQF RERGETTHIBEEET BE/

EEHRFRAFANERZ 43,593,000 7T
( %?Tﬁi © 4,993,000 7)) K18 - E M
BRI ER LS o

HEENREENMEEACEREEVITEE -
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36. BB A F
“ETRF WA
RZZBEZENFE+_A=+H ZZZNF+_H
Z+ZBRZZEZENELA+TREB - NEBEAR
K1 101,587,000 AL/ 5IUHE China Gas
Investment Construction Limited * China Gas

36. ACQUISITION OF SUBSIDIARIES
Acquisition in 2005
On December 20, 2004, December 22, 2004 and July 15, 2004,
the Group acquired 100% equity interests in China Gas Investment
Construction Limited, China Gas Pipeline Limited and United Keen
Investment Limited, respectively, at a total consideration of
HK$101,587,000. Pipeline Limited } United Keen Investment
Limited 2 100% ##x ©

Acquirees’ carrying
amounts before
combination

and fair values

HWUWEE A =
RE#tATZ
REERAAE
HK$’000
FHIT
NET ASSETS ACQUIRED WliE 2 A E
Property, plant and equipment Y%~ BB K& 108,376
Prepaid lease payments FERHERIA 3,317
Inventories L= 475
Trade and other receivables B SRR N E b FEUR BR TR 1,761
Bank balances and cash RITHEFNIRE 22,177
Trade and other payables B 2 ISR R F At < BRIE (20,478)
Bank and other borrowings RITREMER (57,143)
Minority interests of subsidiaries of China China Gas Investment Construction Limited
Gas Investment Construction Limited MEAT .z D HAR R E R (8,466)
50,019
Goodwill ElS 51,718
Discount on acquisition W BB A Rl ITRE (150)
101,587
SATISFIED BY XNAR
Cash consideration HeRE 94,920
Deposits for investments KWERZFR 6,667
101,587
NET CASH OUTFLOW ARISING ON ACQUISITION EhEmELE2BESRHBHE
Cash consideration paid ENBEERE (94,920)
Bank balances and cash acquired WEE Z SRITHEF IR E 22,177

(72,743)
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36. ACQUISITION OF SUBSIDIARIES (Continued) 36. WIBHIB AT (&

These subsidiaries acquired are engaged in trading of natural gas
and gas pipeline construction. The goodwill arising on the above
acquisitions is attributable to the anticipated profitability of gas
connection and sales of piped gas businesses of these companies.
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 respective local markets and able
to obtain a steady future cash inflow.

The subsidiaries acquired during the year ended March 31, 2005
contributed HK$38,192,000 to the Group’s revenue, and a profit of
HK$24,860,000 to the Group’s profit from operations.

If the acquisition had been completed on April 1, 2004, the Group’s
revenue (unaudited) and the Group’s net profit (unaudited) for the
year ended March 31, 2005 would have been HK$412,344,000
and HK$129,650,000, respectively. The pro forma information is
presented for illustrative purposes only and is not necessarily an
indicative revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed on
April 1, 2004, and is not intended to be a projection of future results.

718

BERBEZMBARNRERAREEREBRE
X% AL BMELE 2B DERZERR
ZHMREBRMHEEBMRAEXB 2 EHATE
N ANPRZRAREGREGEAFIE EF
RE REEAPIEBSZERRARALHSE
FRARKEEY EAMAESRERKRASR
A o

%

el

FRUEEH B A A AN KB 2 ek KA S HF 5
A E Bt 38,192,000 7 7T & i £ 24,860,000 7

JG °©

BROWESEER-ZZMFMA—HEK © &
Bz W& (REER) RAEER_ZZRF
ZA=+T—HIEFEZ&NFHE CREER) #
S5/ 412,344,000 %L & 129,650,000
TC o BEZERRIERE 2 A - WA WA A
AEBEM—FTTMFENA— BT EREED
ZWEs REE - REBBEY KR 2 EEETRA o
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37. ACQUISITION OF JOINTLY CONTROLLED ENTITIES 37. uﬁz,ﬁﬁ H?* H
Acquisition in 2006 n= NEZWEE

On December 22, 2005, the Group acquired 50% equity interests in

MU AR at a consideration of HK$144,688,000.

N AE+-—A=+=
HRR 50 A)HXZISEE“
7T

B ANEE BN

" R{B/A 144,688,000 /8

Acquirees’ carrying

amounts before combination

and fair values under

proportionate consolidation

WUE A B E BT
2 BRTE{E R AR & LE A
EOETTEZATEE
HK$’000
FHIT
NET ASSETS ACQUIRED Wigz2FEE
Property, plant and equipment Y - BE NG 110,110
Prepaid lease payments R EE A 13,452
Inventories FE 4,762
Trade and other receivables & 5 e WBR 7k K Eo A e Ug BR T8 31,074
Bank balances and cash RITHEBR RIS 14,557
Trade and other payables B S ENRER R E AL fE (S RRTE (15,733)
Bank borrowings RITEE (79,515)
78,707
Goodwill I 65,981
144,688
SATISFIED BY XRHER
Cash consideration ReERE 144,688
NET CASH OUTFLOW ARISING ON ACQUISITION AWEmMEE2RERHFER
Cash consideration paid ENBHERE (144,688)
Bank balances and cash acquired Weg 7 SRITHEFERIRS 14,557
(130,131)

WM B is engaged in trading of natural gas business in the PRC.

WP P B EMRRE B ER - EKBEIIN

The goodwill arising on the acquisition of #1J F X is attributable to RRMEA 2 BT ERZ A Bl 2 MRRE B K& 5
the anticipated profitability of the gas connection and sales of piped EEEMRER 2 TEHARNES - ARFBEZX

gas businesses of this Company. Since the natural gas business in
the PRC has barrier of entry, the directors considered that such barrier
of entry allows #I A #A to exercise monopolistic power in the market

and able to obtain a steady future cash inflow.

During the year ended March 31, 2006, #lJlF ¥k contributed

AREB TR EAFE

ifn A] 15

EERR
BRSMMNFRRT S LZEBREEES - B
EIE*;KIEi/AL)\ °

C R FHEAR

)\5/\\%25_22/\¢ B=+—HIFE ' &6

HK$13,076,000 to the Group’s revenue, and a profit of APAE N R RE AR 2 W R AN E
HK$4,357,000 to the Group’s profit for the year under proportionate .2l }DJJ B[ 13,076,000 7% 7T & 4,357,000
consolidation. WBIT ©
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37. ACQUISITION OF JOINTLY CONTROLLED ENTITIES

(Continueq)

Acquisition in 2005

During the year ended March 31, 2005, the Group acquired 49%
equity interests in Beijing Jingang and its jointly controlled entities at

37. W HEZGIAE (&)

—EERF2WE
REBEE_ZTTRF=-A=+—HLEE  £5H
BB AL R R A 49% AR A fE 2 o H H [RIHE HI B 48 -
#R{EA 7,210,000 BT °

a total consideration of HK$7,210,000.

Acquirees’ carrying

amounts before combination

and fair values under
proportionate consolidation

WUEE D BIRE B AT
Z BREERARE LB
GOETTEZ A TE
HK$’'000
FHIT
NET ASSETS ACQUIRED WiszRFEE
Property, plant and equipment L E =S 776
Interests in associates i AN e ey 751
Investment in securities BHEE 203
Inventories ey 4,308
Trade and other receivables B 5 FEMAR TR HAth FE UL AR 1R 1,294
Bank balances and cash RITHBRNIR S 7,015
Trade and other payables B SRR R E A e BRIA (2,100)
Taxation RITEE (4)
12,243
Discount on acquisition Wk 2 Hre (5,033)
7,210
SATISFIED BY XHFR
Cash consideration HERE 7,210
NET CASH OUTFLOW ARISING ON ACQUISITION HWEMEL 2 RESR R
Cash consideration paid BENBEESNRE (7,210)
Bank balances and cash acquired WEg z RITHEGFT RIRE 7,015
(195)

The discount on acquisition arising on the acquisition is attributable
to the excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities over
the cost of the business combination.

The jointly controlled entities acquired during the year ended March
31, 2005 contributed HK$1,187,000 to the Group’s turnover, and a
loss of HK$1,035,000 to the Group’s result for the year.

BRI B 7 E A 2 4T B T B AR SR B A BB 1 )
ZHSHREE  AEMIRBEZIFAFEZIE
HEARBAHF KA ZEMESE °

REBE-_ZERE=A=+—RIFEKBE &
EiEHIEREH AR A 2 EEERE1,187,0008
TG RANEBRAFEHEKL,035,00087T.2
E51E o
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38. ACQUISITION OF BUSINESS 38. BT
Establishment of a subsidiary BB A E
On March 7, 2006, the Group established a subsidiary in the PRC, RZZEZERNF=ZAtAH  AEERFPBEKZ—H
namely BHFR MMM RERBR AR (“ EZF M ") which the MEAR  BRABEPRATMREEBRARA
Group owns 64% issued share capital. The Group contributed the (TE&ERKR])  AEEFBHBEEZETERAR
capital in cash of HK$ 163,523,000 and EZM AR RE N A (‘B 64% o NEE MRS 163,523,000 B L2 =
#KSRA”), the minority shareholder contributed the capital in form AR MAHBBRREEMAARBRAR([BHERXR
of assets and liabilities. The assets and liabilities contributed by £ % RRDABERBEZAREE - LR ATFE
KR4, after considering the fair value adjustment was approximate R BHRARMEAZEERBENA
HK$150,575,000. The assets and liabilities contributed by & Z & 150,575,0008 7T - EHEARARRFMEAZEBE R
SR Renable FZEH KX to continue the operation of the existing natural BESEHPMREELERBRARER @ %
gas business which EZE XA R previously engaged. This transaction ¥ BETHRBEERARET - 2R 2 HANRE

has been accounted for using the purchase method of accounting. SEEALR o
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38. ACQUISITION OF BUSINESS (Continued)

Establishment of a subsidiary (Continued)

38. WiEEHK (

)

BAMBELR (&)

Carrying amount

142 N 143

of the
assets injected
EANEE Adjustment Fair value
REE HE ATE
HK$’000 HK$’000 HK$'000
FHT T FHET
NET ASSETS ACQUIRED W2 FEE
Property, plant and equipment Y - R MR G 216,438 (33,953) 182,485
Prepaid lease payments FENFHEERIE 15,916 19,577 35,493
Inventories FE 13,302 (3,953) 9,349
Trade and other receivables B 5 FEMR R R E A FE I BR 1R 33,574 = 33,574
Bank balances and cash RITHEFRIRE 196,609 - 196,609
Trade and other payables B SRR R H AL BT ARIE (15,017) - (15,017)
Borrowings BE (125,382) - (125,382)
Minority interest of subsidiaries EHRRTB AR 2 DE
of BZEF A (Note) iR (M) (3,013) - (3,013)
332,427 (18,329) 314,098
Minority interest DHRR R (113,075)
201,023
Discount on acquisition W T (37,500)
Total consideration wRE 163,523
SATISFIED BY ZR/ERX
Cash consideration RERE 163,523
NET CASH INFLOW ON HWEmEEZ
ACQUISITION BERANFE
Cash consideration HERE (163,523)
Bank balances and cash acquired Wk 2 SRITHEGF MRS 196,609
33,086

Note: Included in the assets contributed by the minority shareholder, there
were investments in 52% equity interests in & Zm LB R L2 G
A7) and 51% equity interests in EH#MEEMA T ERABREL

NI

s . PBBRREIABRERBENBERETEHMATRES
RARZ 52% AR RNBHETREMRT
BRABREELAZ51% BTAEERE -
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38. ACQUISITION OF BUSINESS (Continued)

Establishment of a subsidiary (Continued)

In the opinion of the directors, the discount on acquisition of the
business from B Z KPR, to establish a new subsidiary B ZE 1 #R
represents an intended discount provided by the PRC regulator to
attract foreign investor to engage in encourage foreign investment
project. Introduction of the foreign investment to the PRC energy
business which was previously operated by state-owned enterprise
lead to the improvement of the corporate governance standard and
to increase the operational effectiveness.

FZAF PR contributed to the Group’s revenue of HK$4,467,167 and
contributed loss to the Group’s result for the year of HK$2,121,000.

Establishment of a jointly controlled entity

On December 19, 2005, the Group established a jointly controlled
entity in the PRC, namely /M #4 , which the Group owns 50%
issued share capital. The Group contributed the capital in form of
HK$207,212,000 and the other shareholder contributed the capital
in form of assets and liabilities. The assets and liabilities contributed
by the other shareholder was approximate HK$207,998,000. The
assets and liabilities contributed by the other shareholder enable
JNFR A to continue the operation of the existing natural gas business
which the other shareholder previously engaged. This transaction has
been accounted for using the purchase method of accounting.

38.WERE (&)

BYKMBEAR (&)

EERR MEERARKEBER 2R AKL
HMMBERRERPMARTREEEE REEH]
rig o ARSIINEIREEN EREIERE - 3
ANINEREBEHEBELREEZHRARRER
SEREBKFAMBEREFEBEYE -

EHPRABREBIRA BBA4,467,16 7B TR
BARFEEAREEEETER2,121,000/8 TEE °

FR 3L 3 [ 42 i 4 3

Rn= “§£¢+ R+NB » REERH KL
HEIEHIDE  RRBMNPK  AEEREED
1T AR 50% ° AEE LIRS 207,212,000 78
TZEREE  MEMBRREAEERBEZERN
FTE  HMBREFIAZEERABENA
207,998,000/ 7T - AR FAZEERBE
LEMAP AT BB LB R EMRREE 2B
BRARES - ZRHEAFTTWHEEANE -



38. ACQUISITION OF BUSINESS (Continued)
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38. WiEEHK (&)

Establishment of a jointly controlled entity (Continued) R HEEHEE (&F)

Carrying amount of
the assets injected
and fair value
under proportionate
consolidation

EABEZEREE
ERE
Lt 5l & BF 5%
FEZATE
HK$'000
FET
NET ASSETS ACQUIRED Wiz REE
Property, plant and equipment E Y 93,309
Inventories 78 44,324
Trade and other receivables B 5 FE W AR & H Ath fE UK AR TE 29,728
Bank balances and cash RITHEERIRS 117,851
Trade and other payables B SRR B R ERIE (77,607)
207,605
Discount on incorporation FE AR SR T R (393)
Total consideration wRE 207,212
SATISFIED BY AR
Cash consideration HeMNRE 207,212
NET CASH OUTFLOW ON ACQUISITION WiE 2 RE 7 H R
Cash consideration RERE (207,212)
Bank balances and cash acquired e 2 SRITHERIRS 117,851
(89,361)
The discount on acquisition arising on the acquisition is attributable WRE RS PTEE A 2 WREHTRE Ty A AN SR B A i AR BE 75
to the excess of the Group’s interest in the net fair value of the ZAHAEE  BERKAEBZFRAFEZE
acquiree’s identifiable assets, liabilities and contingent liabilities over BB ES A AR °
the cost of the business combination.
MR contributed to the Group’s revenue of HK$19,409,000 and BINR R AR E W AT BIA 19,409,000 /& 7T
contributed to the Group’s profit HK$9,389,000 under proportionate N AEAREBZEERR 9,389,000 /8 T Al o

consolidation.



NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

39. DISPOSAL OF A SUBSIDIARY
Disposal in 2006
During the year ended March 31, 2006, the Group disposed of 51%
equity interest in BAL R AARIRARER AR (“B1EFHR”), which
represent the total shareholding owned by the Group, at a
consideration of HK$2,692,000.

B RS R AR AL

“ETAE=ASt-BLEE

REE-_TTNF=ZA=+—RAILEFE  A&£H
AR E2,692,000% 7T & R &L R AR A
RAEMBAF ([EERR]) Z51%BA = - &
REEMFE 2 BERE °

HK$'000
FH&T
NET ASSETS DISPOSED OF HEZREE

Property, plant and equipment Y - BB MR E 5,800
Trade and other receivables B 5 FE WAR 3 K FoAth L BR TH 8,457
Bank balances and cash RITHETFRES 10
Trade and other payables B SRR R E A ETERIA (9,858)
Minority interests DB R e (2,160)
2,249
Gain on disposals B WEs 443
Total cash consideration HeREERE 2,692

Net cash flow arising on disposal: HEEA RS MEFE ¢
Cash consideration received BB RE 2,692
Bank balances and cash disposed of HEZRITEERES (10)
2,682

BB contributed to the Group’s revenue of HK$3,255,000 and
contributed a loss of HK$34,000 to the Group’s result for the year.

Bl AAREBRAERA3,255,0008 7T &
BAFEREBE AT 34,000 B TEE ©



39.

40.
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DISPOSAL OF A SUBSIDIARY (Continued) 39. HEMBAR (&)
Disposal in 2005 R-ETRFHE
During the year ended March 31, 2005, the Group disposed of 100% REBEE-—ZEZRAF=A=1+—HLLFE  F£5£H
equity interest in Luckford Enterprises Limited at a consideration of LA (B 17,050,000 BT HER SEBEERRA
HK$17,050,000. Al Z 100% BR At o
HK$’'000
FHET
NET ASSETS DISPOSED OF HEZREE
Prepaid lease payments JENEERIE 18,700
Trade and other receivables B 5 W AR & H Atb e U AR TE 25
Trade and other payables B SRR R H AL S BRIE (25)
18,700
Loss on disposals HEEE (1,650)
Total cash consideration RER BB 17,050
Net cash flow arising on disposal: HEEEZREREFR
Cash consideration RERE 17,050

Luckford Enterprises Limited did not have any material effect on the
Group’s revenue and the Group’s profit from operations for the year
ended March 31, 2005.

MAJOR NON-CASH TRANSACTIONS

During the year ended March 31, 2006, property, plant and equipment
and prepaid lease payments amounting to HK$4,250,000 and
HK$8,126,000,
properties.

respectively, were transferred to investment

During the year ended March 31, 2006, a minority shareholder of a
subsidiary of the Company his injected property, plant and equipment
with a fair value of HK$20,192,000, to satisfy the commitment to
inject capital in this subsidiary agreed by the minority shareholder on
the incorporation date.

40.

BHE_ZTRF=-A=+—H" /_Eﬁ%ﬁﬁﬁ/&

AU AREEZ WA RAEE 2 E&RF T EER
&

FEHFRERS
#@ﬁ:?%ﬁEZH:+—E¢¢F'%¥~
BE MG REAEERES B A4,250,00075

7T} 8,126,000 /8 T Eﬁ?@éi&ﬁ%% °

REBEZTEAF=A=T—HILEFER A1
AfMBARIZLERREARNFEEE
20,192,000 BTz ¥ « BB REE - LAET
LHRRRZMB AR FMKLE BREREE
B2 o



NOTES TO THE B 76 SR 3k B

FINANCIAL STATEMENTS
For the year ended March 31, 2006 BE_ZTXFE-A=1+—HIFE
41. OPERATING LEASE ARRANGEMENTS 41. REHOZH
The Group as lessee AEBEREBEA
At the balance sheet date, the Group had commitment for future REER - AEERBE N HEEREE
minimum lease payments under non-cancellable operating leases in EZ NI REEEEROMEABENARINZ&
respect of rented premises and equipments which fall due as follows: EHELWMOT :
2006 2005
—EERE —TTRHF
HK$’000 HK$’000
FHExT FAT
Within one year —FR 4,630 1,432
In the second to fifth year inclusive FFEEERTF (BIEEEMTE) 1,136 316
After five years AFE 476 =
6,242 1,748
Operating lease payments represent rentals payable by the Group in LERN 2RI AEEFMAR 2 Lib RIEF
respect of leasehold land and buildings and equipments. Leases for MERERENZHE HAEVEROLRETT A
rented premises and equipments are negotiated for an average term HImE  HEEE -
of 2 years with fixed rental.
The Group as lessor rEEEREEA
At the balance sheet date, the Group had contracted with tenants for REER - BREETIBEER 2 A BEEHEE
the following future minimum lease payments under non-cancellable PELETHLY  AEEDEHEP AT RARKIE
operating leases in respect of rented premises which fall due as HEEFAH -
follows:
2006 2005
—EEREF —ETRF
HK$’000 HK$’'000
FHxT FAET
Within one year —&R 840 =
In the second to fifth year inclusive F_FEERF (BEEEMT) 3,360 =
After five years RF% 3,360 =
7,560 -

Leases are negotiated for an average term of two years. MOz FHFHLEEERME ©



42. CAPITAL COMMITMENTS

(i)  On October 24, 2004, a subsidiary of the Company entered
into an agreement with Gangzhou Municipal Government &/
mARBAT, (“Gangzhou Government “) pursuant to which the
Company and Gangzhou Government have agreed to establish
a sino-foreign equity joint venture company (“Gangzhou 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 Gangzhou.
Pursuant to the terms of the agreement, the subsidiary will
contribute HK$35,000,000 to Gangzhou JV. Gangzhou JV will
be owned as to 70% by the Group, 30% by Gangzhou
Government. Gangzhou JV is a subsidiary of the Group after
completed of the establishment. The transaction was not yet
completed at the balance sheet date.

(i)  On April 11, 2005, a subsidiary of the Company entered into an
agreement with A B4 BEBRRBR A (“PRC
Party”) pursuant to which the Company and the PRC Party 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
Shaoxing. Pursuant to the terms of the agreement, the subsidiary
will contribute RMB38,500,000 (approximate HK$37,019,000)
to Shaoxing JV. The registered capital of Shaoxing JV will be
RMB70,000,000 (approximate HK$67,308,000). The
transaction was not yet completed at the balance sheet date.

(i)  On May 9, 2005, a subsidiary of the Company entered into a
cooperation agreement with &K AR BT pursuant to which
a wholly owned subsidiary namely Guangshui Zhongran City Gas
Development Company Ltd (“Guangshui Zhongran”) will be
formed and wholly owned by the Group. Guangshui Shongran
will have registered capital of HK$7,500,000. The transaction
was not yet completed at the balance sheet date.

Save as disclosed above, as at March 31, 2006, 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$453,224,000 (2005: HK$661,157,000) and
HK$175,573,000 (2005: HK$405,968,000), respectively.
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42. EAREILE

(i) =ZEEWMFF+A=1+WMA  ARa—KHEB
AREAMT ARKRFRI M HaE o Bt - K
“ﬂﬁﬁMﬁAEﬁWﬂ%%¢l&ﬁ—%
moNEEEE AR (DRINEEARD)
xmwm%$=%~kkﬁm§%%ﬁat
PEEREERE  AREHEERAR - B
B2 G ZMBARBRAMNEER
7] & 35,000,000/%& 7T - BMEERR S
AEANEBEAMNMARKEHES 70% &
30%EE - BIMNEE R BN RILIE AR
SEZHBERR - REEH - REMAKRT
ﬁj‘zo

(i) R=ZZEZRFMHA+—H AR aRBAA
HAFEZHBEEGREBRTBRA A
([FREETAT 1) BT tRaE © AR R LA
A7 RER LA R B PINE & A R
BHRRBETMAERAERARF ([4EF
MDOW£¢W$£m$@@%%%ﬁ%

BEREBRREERB R BEREE I
REBEERAR - BEBHRZIGEK - 2B
R R AR F AR EE AR ¥ 38,500,000
7T (#337,019,000%870) o AAEARMR Z 5
MEXEBEARE 70,000,000 7T (4
67,308,000 87C) - REHHB * REMEK

SERK ©
(i) RAZZEZTRAFAANA @ ARFHEB AR HE
BT ARBNEIM A ERE @ WAL

2EMBARIBKFRATMRRERERA
Al ([BKFR])  BRKPREAEEEE
WA - BKPRzEMERR 7,500,000
BIL e REER - RBMATK °

BIAEFBREEN  RZTENF=A=+—
B - AEEREETAM B ARRIFRE B E 2
WEEME - BERRERDE  BERZBZE
Mo BIEH AE 453,224,000 8 (ZZZ A
F 661,157,000 %) K& 175,573,000 7570
(ZZEZTHF : 405,968,000 B T) Z&AK

= o
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43.

44,

45,

PLEDGE OF ASSETS

The Group pledged certain property, plant and equipment and prepaid
lease payments having a net carrying value of HK$355,417,000
(2005: HK$399,393,000) and investment properties having a carrying
value of HK$16,450,000 (2005: nil) and certain subsidiaries pledged
their equity investments in other subsidiaries to banks to secure loan
facilities granted to the Group.

RETIREMENT BENEFITS SCHEMES

With effective from December 1, 2000, the Group has joined a MPF
Scheme for all employees in Hong Kong. The MPF Scheme is registered
with the Mandatory Provident Fund Scheme Authority under the
Mandatory Provident Fund Schemes Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds
under the control of an independent trustee. Under the rule of the
MPF Scheme, the employer and its employees are each required to
make contributions to the scheme at rate specified in the rules. The
only obligation of the Group with respect of the MPF Scheme is to
make the required contributions under the scheme. No forfeited
contribution is available to reduce the contribution payable in the
future years at March 31, 2006 and 2005.

Employees of the Group’s subsidiaries in the PRC are covered by the
retirement and pension schemes defined by local practice and
regulations. The subsidiaries are required to contribute a specific
percentage of their payroll costs to the retirement and pension
schemes. The only obligation of the Group in respect to the retirement
benefits scheme is to make the specified contribution.

The calculation of contributions for PRC eligible staff is based on
certain percentage of the applicable payroll costs. The contribution
to the MPF Scheme is calculated based on the rules set out in the
MPF Ordinance which is 5% on the basic salary of the relevant
employee subject to a specific ceiling.

SHARE OPTION SCHEME AND SHARE BASED
PAYMENTS

The share option scheme was adopted by the shareholders pursuant
to a resolution passed on February 6, 2003 (the “Scheme”) for the
primary purpose of providing incentives to any directors of the
Company, any employees of the Group, or any employee, partner or
director of any business consultant, joint venture partner, financial
adviser or legal adviser of the Group.

B RS R AR AL

BE_ZTRF=A=+—HILFE

43.

44,

45.

EEEKR

ANEBE KRR EF(E355,417,000/8 T (=&

TR :399,393,000/87T) 2 & TWE - BE
SERBNEERE  UEKEEEAR

1,645,000 57T (ZZZTRHF : &) ZIREY

¥ URETH BB EERE AN B

ZRARE FIRIT - UL AEEEEERRE -

RIARBRIFE

B-ZZZF+-_A—B AEBERMEES
BE2MNARFERTESE - BERFTEIIRE
SREINEDEREEERD] - AREIEDEREE
BEEM - aEEFECEERARBZEED
FFALHRBYREAEE - REBRESHEZ
HA - BEREBZTEARIETE 2 LR MZs
IR - AEEBE S B 2 E—REREX
SEIZEZRER R BB RFR-_ZTZEARF=
A=1—8  WELZRHFAERIE R KR F R
2K -

AEBEBEAME AR ZEE X7 EH RRER
E 2RISR EFTEIRE - HE D RARERK
PR R EFEIMBETERN A Z FEB A LD
K - AERELRAENFTEZETERIELS

EHEK ©

BASERE THRIRIBER T ERAEE R
DEEE - HRESHE 2 HFHTIREBEBEE K
BIFRFIBARRIGHE - BIAREEEEH Z 5% It
ELR -

BRETERARGEXIRK

Apm B E ([%FHE]) ThhBRRE
ARAB_FT=F_ANABEBZRBRMK
o B ZRE N RERARREMNES - A
SETAREREMEBER  S2BH MK
BRIEEBRRZEFREE  BHIES -



45. SHARE OPTION SCHEME AND SHARE BASED

PAYMENTS (Continued)

The total number of shares in respect of which options may be granted
under the Scheme is not permitted to exceed 10% of the shares of
the Company in issue at the date of shareholders’ approval of the
Scheme (“Scheme Mandate Limit”) or, if such 10% limit is refreshed,
at the date of shareholders’ approval of the renewal of the Scheme
Mandate Limit. The maximum aggregate number of shares which may
be issued upon the exercise of all outstanding options granted and
yet to be exercised under the Scheme must not exceed 30% of the
total number of shares of the Company in issue from time to time.
The number of shares in respect of which options may be granted to
any individual in any one year is not permitted to exceed 1% of the
shares of the Company then in issue. Each grant of options to any
director, chief executive or substantial shareholder must be approved
by independent non-executive directors. Where any grant of options
to substantial shareholder or an independent non-executive director
or any of their respective associate would result in the shares of the
Company issued and to be issued upon exercise of options already
granted and to be granted in excess of 0.1% of the Company’s issued
share capital and with a value in excess of HK$5,000,000 in the 12-
month period up to the date of grant must be approved in advance by
the Company’s shareholders.

Options granted must be taken up within 28 days from the date of
grant, upon payment of HK$10 per each grant. Options may be
exercised at any time from the date to be determined by the board of
directors to the tenth anniversary of the date of grant. The exercise
price is determined by the directors of the Company, and will not be
less than the higher of (i) the closing price of the Company’s shares
on the date of grant; (ii) the average closing price of the shares for
the five business days immediately preceding the date of grant and
(iii) the nominal value of a share.

The life of the Scheme is effective for 10 years from the date of
adoption until February 5, 2013.
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45. ERETE R UROBEANSRK (&)

BRI ET B T4 H 2 B AR PSR 2 IR 17 4R BUAR
Rt EZTEERAARRRERTRMNHZ 10%
([EHEIAE LR ) K% 10% [RE T AR #H -
Blfg IR R E B EHEIRE LR E B ARARI B &
TRR1D 2 10% ° EATEAR IR 52 5T 8l M 4% 18 11 R
TEZ BT AR1TIE AR M T AT A2 B 1T 2 IR 10 B 2L
ERABSBEARATKREBEITRNBHZ
30% o Bl —AFER FEMA L2 BRENMS
RZBRBEE @  THEBBERANARDETRG
HAE 1% - GELERETEMNES - THREH
SEERRABIBULIERITEFRE o EAE
HEBERET EERR A EABLIERTESRE
BB A & 5| AT IR B A R BN 15
ZARRNBEBEHITRAGETROBBAARDE
TR 0.1% MEZEHEER AL+ (@A EEE
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B2 BEAREZAR I L A B EET 28 B A#RE -
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NOTES TO THE
FINANCIAL STATEMENTS
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45. SHARE OPTION SCHEME AND SHARE BASED
PAYMENTS (Continued)
The following table discloses details of the Company’s share options
held by employees (including directors) and movements in such

B RS R AR AL

HE-TEAF=A=+—BILFE
45. ERETE R UROBEANSR (&

TRILER (BRES) AHARAEREZ
HERBEZTERNF=ZA=T—HILWEER

holdings during the two years ended March 31, 2006: BHEREZZEIER
Number
Number of share
of share Number options at
options at of share 3.31.2006
4.1.2004 options at R
Exercise i Granted  Exercised Lapsed  3.31.2005 Granted  Exercised Lapsed Z—ZEBARE
price —ZEME during during during i during during during =A
Date Exercisable per share mA-A the year the year theyear —EBIE the year the year the year =1-AH
of grant period Bk ZEBR ERE ERE £RE ZA=1+-H ERE ERE ERE ZBR
RHBH UTHEER %@ E%A Rit (i) %% <BREHE B’ (i d R EHE
HKS
BT
Directors E%
1.9.2004 9.1.2004
t0 £1.8.2014 0.80 33,240,711 = = - 33,240,711 = - (2,000,000) 31,240,711
10.6.2004 (Note 1) (MizE1) 0.71 - 220,000,000 = - 220,000,000 = - - 220,000,000
10.6.2004 3.20.2005
to £10.5.2014
(Note 2) (M 2) 0.71 - 9,100,000 = - 9,100,000 = (700,000)  (1,000,000) 7,400,000
10.20.2005 10.20.2010
to £10.19.2015 1.50 = = = = - 5,000,000 = - 5,000,000
33,240,711 229,100,000 - - 262,340,711 5,000,000 (700,000)  (3,000,000) 263,640,711
Other employees EfEE
1.9.2004 9.1.2004
to £1.82014 0.80 88,000,000 - (5,780,000) (1,100,000) 81,120,000 - (10,810,000) (1,800,000) 68,510,000
10.6.2004 3.20.2005
to £10.5.2014
(Note 2) (P& 2) 0.71 - 166,300,000 = - 166,300,000 - (20,240,000) - 146,060,000
10.20.2005 10.20.2010
to £10.19.2015 1.50 - - - - - 151,800,000 - - 151,800,000
1.27.2006 1.27.2011
to £ 1.26.2016 1.52 = = = = - 6,500,000 = - 6,500,000
88,000,000 166,300,000 (5,780,000) (1,100,000) 247,420,000 158,300,000 (31,050,000) (1,800,000) 372,870,000
121,240,711 395,400,000  (5,780,000) (1,100,000) 509,760,711 163,300,000 (31,750,000) (4,800,000) 636,510,711
Weighted average

exercise price

MEFHEE HK$0.80 87T HK$0.74757C HK$0.80357C HK$0.80 /57T HKS$0.73 /87 HKSL50 BT HKS0.74 BT HKS0.78 B HK$0.93 57T




45. SHARE OPTION SCHEME AND SHARE BASED

PAYMENTS (Continued)

Notes:

(1) The exercise of the options will be subject to the condition that the
consolidated net asset value of the Company and its subsidiaries which
shall be certified by the auditors appointed by the Company as at the
date of the exercise of the options being not less than HK$1 billion.
Exercisable period is between November 22, 2004 to October 5, 2014.

(2)  The original exercisable period was July 1, 2005 to October 5, 2014.
Pursuant to a resolution passed in the board of directors meeting held
on March 20, 2005, the exercisable period is changed to the period
from March 20, 2005 to October 5, 2014.

The consideration received during the year from the directors and
employees for taking up the options granted amounted to HK$520
(2005: HK$1,000).

As stated in note 2, the Group has, for the first time, applied HKFRS
2 “Share-based payment” to account for its share options in the
current year. In accordance with HKFRS 2, fair value of share options
granted to employees determined at the date of grant is expensed
over the vesting period, with a corresponding adjustment to the Group’s
share option reserve. In the current year, an amount of share-based
payment expenses in respect of its share options of approximately
HK$8,505,000 (2005: HK$29,474,000) has been recognised with
a corresponding adjustment recognised in the Group’s share option

reserve.

The options outstanding at the end of the year have a weighted average
remaining contractual life of 9 years (2005: 9 years). In 2006, options
were granted on October 20, 2005 and January 27, 2006. The
estimated fair values of the options granted on those dates are
HK$22,467,000 and HK$2,013,000, respectively. In 2005, options
were granted on October 6, 2004. The estimated fair values of the
options granted on October 6, 2004 which fall within the scope of
HKFRS 2 is HK$35,000,000.
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45. SHARE OPTION SCHEME AND SHARE BASED 45. BERETEIR URGBEXNSR (&)
PAYMENTS (Continueq)
These fair values were calculated using the Black-Scholes-Merton A%’R${EE ERMNE - TR EEERN
Option Pricing Model. The inputs into the model were as follows: FTE T AZEBEANZERNT :

Share option grant date

B ARt A

January 27, October 20, October 6,

2006 2005 2004

TBERF “EEEF —EENE

—A=++tH +HA=+H +A7A

Weighted average share price IETFARE HK$1.536 /87 HK$1.24077C  HK$0.710 87T

Exercise price 1T{E(8 HK$1.520 7  HK$1.500787C  HK$0.710 57T

Expected volatility (note a) TERRR IR (MisEa) 27.56% 29.59% 42.34%

Expected life (note b) TEEAFMR (FI5ED) 2 years F 2 years F 2 years F

Risk free rate (note c) mEAIE (KisEc) 4.102% 4.220% 3.850%

Expected dividend yield (note d) TEEARR B & (Ffd=Ed) 0% 0% 0%
Notes: BfEE -

(a) Due to the back of the comparable performance of the Company, the
volatility to made reference to the historical volatility of the share price
of the other company in the similar industry over 260 trading days.

(b)  Expected life used has been adjusted, based on the management’s
best estimate, for the effects of non transferability, exercise restrictions
and behavioural considerations.

(c) Therisk free rate is determined by the reference to the 10 year Exchange
Fund Notes issued by Hong Kong Monetary Authority.

(d) The expected dividend yield was based on historical dividend payment
record of the Group and consensus from analyst forecast.

In the current year, the Group chooses not to apply HKFRS 2 with
respect to the share options granted on or before November 7, 2002
and vested before April 1, 2005 in accordance with the transitional
provision of HKFRS 2. The financial impact of the share options granted
and fully vested before April 1, 2005 is not recorded in the Company’s
or the Group’s financial statements until such time as the options are
exercised, and no charge is recognised in the income statement in
respect of the value of options granted in the year. Upon the exercise
of the share options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value of the shares,
and the excess of the exercise price per share over the nominal value
of the shares is recorded by the Company in the share premium
account. Options which lapse or are cancelled prior to their exercise
date are deleted from the register of outstanding options.

(@) UARBZALBRRSER  KIEISEEM
REFELUITEZ AR 260 B H HZE L RKRH
IR

(b) FPERZBRHAFHERBEEEE 2KEMT T
AHEFEEZTZE  TEREIRTASEEELH

B o

() ERRANXNZ2EFECHMEERBETZTFH
SNERSZBETE ©

(d) FEHBRBERDRBEAEE ZE LIRS IR 8K
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46. RELATED PARTY TRANSACTIONS

The Group entered into the following transactions with related parties

that are not members of the Group:

(@)

(i)

(iii)

During the year, the Group purchased gas for total amount of
HK$7,029,000 (2005: HK$23,710,000) from minority
shareholders of subsidiaries.

On April 28, 2004, arrangements were made to make for a
private placement to Mr. Liu Ming Hui, the managing director of
the Company of 130,000,000 ordinary shares of HK$0.01 each
of the Company for a total consideration of HK$84,500,000.

On May 19, 2004, FEAREX(RYNAR AT (HIEHRR "),
a wholly owned subsidiary of the Company, entered into an
agreement with a minority shareholder of Jf & FR A 45k i A S, 3
BERAI
of the remaining 30% equity interests of a non-wholly owned

Al (“Huainan China Gas”) in relation to the acquisition

subsidiary — Huainan China Gas City Gas Development Co., Ltd.
at zero consideration (“Huainan China Gas Acquisition”).

On July 27, 2004, # g5 A5 entered into an agreement with a
minority shareholder of BE/MNFAMMTIAREREBR AT
(“Suizhou Zhongran”) in relation to the acquisition of the
remaining 10% equity interests of a non-wholly owned subsidiary
— Suizhou Zhongran at zero consideration (“Suizhou Zhongran
China Gas Acquisition”).

Discount on acquisitions arising from the Huainan China Gas
Acquisition and Suizhou Zhongran China Gas Acquisition is
HK$10,815,000.

China Gas Holdings Limited Bl S 12 A% G R A &
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46. BEATR S
REERYFEAREEKE QR ZBHEBALIILT
RS
(i) FA > NEBULSLET,029,000/87T (=

(i)

(iii)

TERHE : 23,710,00087T) AKBER A
VHRREERE -

RZZZWFMA =+ NR  RARRARA
AESHKEIAABLELTHELARE
130,000,000 & G EE 0.01 B T2 & il
f% - 48X {E A& 84,500,000 & T °

RZZZE Eiﬂiﬁﬂ—ﬁﬁl ARRZ2ENE
RAFTEMREE (RY) ARAR ([
KR]) BERPRETRRERARAR
(DEEHR]) RAZTKERBIEZENES
RAVERTREART Z 30% MR L1
(TEmRmTPRERE]) -

R-ZZEZTMELA=++A - EPEEW%EE@%
MR TmRRERER AR ([EEMNH
#R1) 29\%{&%%%%&%%%3&%Bﬁ
JB A E —BEIN R BRER T 2 10% AR ET 52 173
Z ([BEMAPRkE]) o

YEE T R R A BB K B8 N PP R UK B B UR BB EE A AT
% 10,815,000 /& T ©



NOTES TO THE
FINANCIAL STATEMENTS

For the year ended March 31, 2006

46. RELATED PARTY TRANSACTIONS (Continued)

47.

(iv)

On August 19, 2004, the Company entered into an agreement
with the vendor in relation to the acquisition of the entire share
capital and the shareholder loan of Great Sun Investment Co.
Ltd., which held 25% equity interests in Xiaogan Zhenrong Gas
Co., Ltd., Hanchuan Jiaxu Gas Co., Ltd., Yingcheng Jiaxu Gas
Co., Ltd., Yumeng Jiaxu Gas Co., Ltd., and Xiaogan Jianxu Gas
Co., Ltd., at a total consideration of RMB81,600,000
(approximately HK$77,714,000). On the same date, 7 ga ¥R
entered into agreements with the vendor in relation to acquisition
of 10% equity interests in Hanchuan Jiaxu Gas Co., Ltd.,
Yingcheng Jiaxu Gas Co., Ltd., Yumeng Jiaxu Gas Co., Xiaogan
Jianxu Gas Co., Ltd., at a total consideration of RMB17,700,000
(approximately HK$16,856,000). The goodwill arising from the
above acquisitions of additional interest in subsidiaries is
HK$50,543,000. The goodwill arising on this acquisition is
attributable to the anticipated profitability of the Group’s gas
connection and sales of piped gas businesses.

The remuneration of key management of the Group was as follows:

B RS R AR AL

BE_ZTRF=A=+—HILFE

46.BAEANLTRE (&)

(

iv)

RZZZWENA+TIA  ARARIHEEH 5
WEEZBREAR AT (FFAZRIRK KA
RABRAF  ERBRARBERAR - &
REBRARERAE EERBRAARE
RARIREZERZERARER A A A RE
25%) = IRER R R E R HE - RE
mEAARE 81,600,000 T (4
77,714,000787C) ° KA - A opfAs
BERIRUBEEZ) I ZBRARER AR « B
ZBRAARREBR AR  E2RBRAREAR
RAIRERZBAARBR AR Z 10% K
BiIumz RELBBEARARE
17,700,000 jT (#) 16,856,000 F7T) °
U RE T A P REIME s T A A 2 P B
50,543,000/87T - BRAWBEE 2B
AREERRERREBRREEXEBZE
HE ) o

AEETREREZMEMT

2006 2005

—EEREF —ETRF

HK$’000 HK$’'000

FET T

Short-term benefits AR A 14,127 36,198
Post employment benefits BEB 2= 72 50
14,199 36,248

The remuneration of key management is determined by the

remuneration committee having regard to the performance of

individuals and market trends.

POST BALANCE SHEET EVENTS

(0]

On May 8, 2006, the Company entered into sale and purchase
agreement with Honest Great Development Limited pursuant to
which the Company will acquire 100% equity interest in China
City Natural Gas Investment Limited at a consideration of
RMB155,200,000 (approximate HK$149,231,000). China City
Natural Gas Investment Limited is engaged principally in the
natural gas business. The completion of the acquisition is
pending for the completion of due diligence process.

IZEHEEMeRFHEESLERBAARER
MIZBLREE °

47.
(

i)

mERREE

RZZEZEXFRANB - NAFE Honest
Great Development Limited 5137 B & #
ZF B AAABUREBEARE
155,200,000 jt (49149,231,000 87C)
U7 B China City Natural Gas Investment
Limited 2 100% Mk A # % ° China City
Natural Gas Investment Limited = Z {5
RARER - WRSHAGRBESRRER



47. POST BALANCE SHEET EVENTS (Continued)

(if)

(iii)

(iv)

On May 31, 2006, the Company through the auction process,
acquired 38.69% equity interest of EE ST X MHERA

7] for a consideration of RMB62,160,000 (approximate
HK$59,769,000) which principally engages in exploration,
collection transportation, purification and sales of nature gas.

On June 6, 2006, the Group entered into an investment
agreement (“Investment Agreement”) with Dalian SOA
Administration Bureau to establish a subsidiary namely A&/
BRI TR REE R B R A A (“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$961,538,000).
RMB750,000,000 (approximate HK$721,154,000) will be
contributed by the Group by way of cash and the remaining
RMB250,000,000(approximate HK$240,384,000) will be
contributed by Dalian SOA Administration Bureau by way of
assets injection.

On June 8, 2006, the Group entered into a joint venture
agreement (“JV Agreement”) with #EJBTH A REXFFEIA EEE
BEZEE (“Fushun Partner”) to established a subsidiary
namely #E|BFR AT R BB AR A F] (“Fushun JV”). Fushun
JV will engage principally in the natural gas business. The Group
will hold 70% equity interest of Fushun JV after its establishment.
Pursuant to the JV Agreement, the registered capital of the
Fushun JV will be RMB133,330,000 (approximate
HK$128,202,000). RMB93,330,000 (approximate
HK$89,740,000) will be contributed by the Group by way of
cash and RMB40,000,000 (approximate HK$38,462,000) will
be contributed by Fushun Partner by way of assets injection.

China Gas Holdings Limited Bl S 12 A% G R A &

n\l:l

(ii)

(iii)

(iv)
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EQ#&EBE (&)
RIZBZRNFRAA=+—H  ARFBEBA
EHIRANREARY 62,160,000 7T (4
59,769,000 % 7T) WEEESHEEXRKRH
BRAE38.69% A - ZAEIEER
ERARMIR - WEEH  FERHEE -

RZZEZTRFAANA  AEEENERE
B uREBRE ([REBZ )'WﬂZ
N — ﬁ%ﬁk@qﬂkﬁtﬁzmwwé’ﬁﬁﬁﬁﬁ
([REGZLRA]) ZMBRAR - KiE
RABEBRERAREL ° E’\K@é}%—f"

Gl AvA: -3 ZKEIHﬂJﬁEm%mePé
= o IRIEIE R BAENA 2 M
Aig A AR 1,000,000,000 5T (4
961,538,000 #7L) ° AEEKUREH
XEAAR® 750,000,000 T (4
721,154,000 Bm) @ MBHTARE
250,000,000 7t (#) 240,384,000 5 T)
BHANEREEEGLUIABES RS -

RZZZRFEANANR - AEBEEEIET A
Eﬂzﬁlﬁﬁﬁﬁ*ﬂﬁﬁéé’@ ([E)BE
) ET e Em® ([ mR]) - UKL
—EEREIEFRRRTMREEBRAA]
([EIEEERAR]) ZHBAR - EIES S
RAIBEBRBERARES - RIBIESEQ
RIKE - NEBEHEE 70% RAE
o RIBEA E % BIESE AR 2 MR
A AH AR 133,330,000 5T (4
128,202,000 Br) ° AKEGLARESH
XEFAAR® 93,330,000 T (&
89,740,000 /m) ' MBRTARK
40,000,000 J© (#7 38,462,000 % 70) #
HIEIERHAEEFATANLE -



NOTES TO THE
FINANCIAL STATEMENTS

B RS R AR AL

For the year ended March 31, 2006 BEZZTAF=-A=1+—HLTFE

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES 48. T EMI B N R 1E
Particulars of the principal subsidiaries at March 31, 2006 are as R-BEXRF=A=1+—8 FEZENBLRFSE
follows: N

Proportion of

Place of nominal value of

incorporation issued share capital/

or registration/ Form of Paid up issued registered capital

operations business share capital/ held by the Company
R L structure registered capital RAT T
Name of subsidiary R E % HBEERT CORIREA R Principal activities
Wi 2 R B 4B XA BRR BA R E A EAEELA TEXB
Directly Indirectly
HiE LifE3
% %
Hai Xia Finance Limited Hong Kong Incorporated Ordinary HK$2 - 100 Securities investment
BRI BRA R s LM AL EER2BT BHRE
Iwai’s Holdings (Hong Hong Kong Incorporated Ordinary HK$1,000 - 100 Investment holding,
Kong) Limited BE AL Non-voting property investment
deferred shares and provision of
HK$1,000,000 management services
(note) to group companies
AR 1,000 BT REZR  WERE
ERZRERG RIRHEER RS T
1,000,000 77T SENRT
(Ff=E)
Wellgem Asia Limited Hong Kong Incorporated Ordinary HK$10,000 100 - Property development
BETMERAA 30 a7 ava E@AR 10,000 87T MELE
Central Asia Natural Gas PRC Wholly owned Registered 100 - Investment holding
(Shenzhen) Company a2 foreign enterprise US$29,800,000 and treasury
Limited* SMNEBERE M EAR REZRREE
hERREE (RIN) 29,800,000 37T
BRAFE
Beijing Zhongran Xiangke PRC Sino-foreign Registered - 60 Trading of natural gas and
0Oil Gas Technology H equity joint RMB20,000,000 gas pipeline construction
Company Limited* venture HMEAARE BEARRRMREBRE
bR AR SR A FINEERE 20,000,000 JT

AR



(Continued)

Name of subsidiary

HEAREE

Elegant Cheer Limited
HEHBRAR

Wuhan China Natural
Gas Investment
Company Limited*

RETMREERAF

Yiyang Central Gas &

City Gas Development

Co., Ltd.*

PR AR R

BRAT

Wuhu City Natural Gas
Development
Company Limited*

R HIAR
ERERLT

Je e AR
ARRA

Place of
incorporation

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

or registration/ Form of

operations
R 172 AvA
i,
3k

Hong Kong

&b

PRC
FE

PRC
HE

PRC
HE

PRC
HE

business
structure
EBR
BREA

Incorporated
/7 AV

Limited liability
company

BREEAH

Sino-foreign equity
joint venture

RIRELE

Sino-foreign equity
joint venture

RIRELE

Limited liability
company

AREERNA

China Gas Holdings Limited Bl S 12 A% G R A &

Paid up issued
share capital/
registered capital
HEERT
RAEfER

Ordinary HK$10,000
A% 10,000 BT

Registered
RMB69,980,000
AMERARE
69,980,000 7T

Registered
RMB44,000,000
AMERARE
44,000,000 7T

Registered
RMB100,000,000
AMERARE
100,000,000 7T

Registered
RMB2,000,000
AMERARE

2,000,000 7¢

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
RRAR ik
BRITRA

EXEELA
Directly Indirectly
B Gk
% %

= 100

= 100
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48. T EMBLAFIE (&)

Principal activities

FRER

Property holding
HENE

Investment holding

REER

Trading of natural gas and
gas pipeline construction
BERAR KRR EBRE

Trading of natural gas and
gas pipeline construction
BERARERREBRE

Trading of natural gas and
gas pipeline construction
BERAR LR EBRE



NOTES TO THE

FINANCIAL STATEMENTS

For the year ended March 31, 2006

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

WEBAREM

EILARRRER AR

B mANERED
EHERAA

BB ST AL Rl
BRAA

Yichang Zhongran City
Gas Development
Limited*

HEFRRETHAR
FRABAA

REAMMRERAF

Clever Decision
Enterprises Limited

Place of
incorporation
or registration/ Form of

operations business
AL structure
Rt EHE

eSS 97

PRC Limited liability
H company
BREMERAA
PRC Limited liability
H company
BREEAR
PRC Limited liability
H company
BREFAR
PRC Limited liability
H company
BRELERQA
PRC Limited liability
H company
BREMLERA
BVI Incorporated

RBELES R

B RS R AR AL

BE_ZTRF=A=+—HILFE

Paid up issued
share capital/

registered capital

BRERT
R, ERER

Registered
RMB1,000,000
ZMERARS

1,000,000 7T

Registered
RMB500,000
AMERARE
500,000 7T

Registered
RMB2,680,000
AMERARK

2,680,000 7T

Registered
RMB70,000,000
ZMERARS
70,000,000 7T

Registered
RMB2,000,000
ZMEAARS

2,000,000 7T

Ordinary US$100
LE 100 % T

Proportion of

nominal value of
issued share capital/

registered capital
held by the Company

AN RFEF

BRITRE G

BEXEELA

Directly Indirectly

HE B
% %

= 70

100 =

48. T EME LA AFE (&)

Principal activities

FRER

Trading of natural gas and
gas pipeline construction
BERAR MR EBRE

Trading of natural gas and
gas pipeline construction
BERARMMREBZE

Trading of natural gas and
gas pipeline construction
BERARRMRE B

Trading of natural gas and
gas pipeline construction
BERARKMRE BRE

Trading of natural gas and
gas pipeline construction
BERAR KRR EBRE

Investment holding
REER



48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

HEAREE

I RBEEEBAR
B ERARAF

Huainan China Gas City
Gas Development
Co., Ltd.*

VR PRI T AR
BRARAA

Suizhou Zhongran City
Gas Development
Co., Ltd.*

BEM BRI T A R
BRARAF

Xiaogan China Gas
Co., Ltd.
(Formerly known
as “Xiaogan Zhenrong
Gas Co., Ltd.*")
ZRAMARARBRAA
(RIFE [ZRHRT
RARARRA )

Place of
incorporation

or registration/ Form of

operations
R 172 AvA
i,
3k

PRC
HE

PRC
HE

PRC
HE

PRC
HE

business
structure
EBR
BREA

Wholly owned
foreign enterprise

SEBELE

Sino-foreign equity
joint venture

PIRERE

Sino-foreign equity
joint venture

PIRERE

Sino-foreign equity
joint venture

PIRBRE

China Gas Holdings Limited Bl S 12 A% G R A &

Paid up issued
share capital/
registered capital
HEERT
RAEfER

Registered
RMB20,000,000
AMERARE
20,000,000 7T

Registered
RMB72,000,000
AMERARE
72,000,000 7¢

Registered
RMB35,000,000
AMERARE
35,000,000 7T

Registered
RMB48,950,000
AMERARE
48,950,000 7T

Proportion of

nominal value of

issued share capital/

registered capital

held by the Company

RRAR ik
BRITRA
EXEELA
Directly Indirectly
B Gk

% %

= 100

= 100

= 100
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48. T EMIB A RFE (&)

Principal activities

FRER

Investment holding

RERK

Trading of natural gas and
gas pipeline construction
BERARRMREERE

Trading of natural gas and
gas pipeline construction
BERERAMARMREERE

Trading of natural gas and
gas pipeline construction
BERARRMREERE



NOTES TO THE

FINANCIAL STATEMENTS

For the year ended March 31, 2006

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

WEBAREM

Xiaogan China Gas
Co., Ltd. (Formerly
known as “Xiaogan
Jiaxu Gas Co., Ltd.*")
ZR TR R
BRAR
(RIAE [ZREE18
RARBERAA])

Hanchuan Jchina Gas
Co., Ltd. (Formerly
known as “Hanchuan
Jiaxu Gas Co., Ltd.*")

E | R R E R
ARAF ([AIHE
EIFBRAR
BRAE])

Yunmeng China Gas
Co., Ltd. (Formerly
known as “Yunmeng
Jiaxu Gas Co., Ltd.*")

B2 TINRER
BRAT (A

E%;ﬁ%m%%ﬁ
BRAE])

Place of
incorporation
or registration/ Form of

operations business

AL structure

Rt EBR

=g 3iE BRER

PRC Sino-foreign equity

H joint venture
FIOMEERE

PRC Sino-foreign equity

HE joint venture
NGB

PRC Sino-foreign equity

HE joint venture
NGB

B RS R AR AL

BE—EE

T ==/

Paid up issued
share capital/
registered capital
BREERT
BRA&GHRE R

Registered
RMB16,002,000
ZMERARS
16,002,000 7T

Registered
RMB11,274,000
A ERARE

11,274,000 jT

Registered
RMB9, 708,000
A ERARE
9,708,000 7T

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
ARR
BITRAE /G

EXEELA
Directly Indirectly
HiE LiFE3
% %

= 100

= 100

= 100

RNEZA=+T—HLFE

48. T EMIB A RAFE (&)

Principal activities

FRER

Trading of natural gas and
gas pipeline construction
BERAR MR EBRE

Trading of natural gas and
gas pipeline construction
BERAR MR EERE

Trading of natural gas and
gas pipeline construction
BERAR LR EERE



(Continued)

Name of subsidiary

HEAREE

Yingcheng Jiaxu China
Gas Co., Ltd. (Formerly
known as “Yingcheng
Jiaxu Gas Co., Ltd.*”)
JES I T R R
BRAF (A [ R
ERRARERAF])

Dangyang Zhongran Gas
Co., Ltd.*
BHRRRARBRAF

Pizhou Zhongran City Gas
Development Co., Ltd.*

BRI RE R
BRAR

Suzhou Zhongran City Gas
Development Co., Ltd.*

BN TR ER
el YNG

Cangzhou Zhongran City
Gas Development
Co., Ltd.*

BMF R HRRER
el YNG

Place of
incorporation

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

or registration/ Form of

operations
R 172 AvA
i,
3k

PRC
=

PRC

PR

PRC
FE

PRC
=

PRC
e

business
structure
EBR
BREA

Sino-foreign equity
joint venture

RIBEDE

Wholly owned
foreign enterprise

SEBELE

Wholly owned
foreign enterprise

SNEBELE

Sino-foreign equity
joint venture

RIBEDE

Wholly owned
foreign enterprise

SEBELE

China Gas Holdings Limited Bl S 12 A% G R A &

Paid up issued
share capital/
registered capital
HEERT
RAEfER

Registered
RMB10,074,000
AMERARE

10,074,000 7T

Registered
HK$20,000,000
FalliE=
20,000,000 & 7T

Registered
US$3,060,000
A MER
3,060,000 T

Registered
US$3,625,000
& A
3,625,000 7T

Registered
HK$2,000,000
FEalliE=
2,000,000 & 7T

Proportion of

nominal value of

issued share capital/

registered capital

held by the Company

RRAR ik
BRITRA
EXEELA
Directly Indirectly
B Gk

% %

= 100

= 100

= 100

= 100
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Principal activities

FRER

Trading of natural gas and gas
pipeline construction
BEERAR MR REBRE

Trading of natural gas and gas
pipeline construction
BEERAR

ERREERE

Trading of natural gas and gas
pipeline
BERARLMRRES

Trading of natural gas and gas
pipeline construction
BEERARMAREERE

Trading of natural gas and gas
pipeline construction
BERRREMAEERE



NOTES TO THE

FINANCIAL STATEMENTS

For the year ended March 31, 2006

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

WEBAREM

Nanpixian Zhongran City
Gas Development
Co., Ltd.*

B SR T AR
EREBRAT

Wuhuxian Zhongran City
Gas Development
Co., Ltd.*

FORBR R R
MRERBRAA

Qinzhou Zhongran City
Gas Development
Co., Ltd.*

PN R IR TR
ERARLDT

Yangzhou Zhongran
City Gas Development
Co., Ltd.*

BRI TR
ERARIT

Tianmen Zhongran
City Gas Development
Co., Ltd.*

AP TR R
BRARE

Place of
incorporation
or registration/ Form of

operations business

SR 3L structure

i3l EHE

g 3175

PRC Wholly owned

HE foreign enterprise
I EEEMRE

PRC Sino-foreign equity

HE joint venture
NGB

PRC Wholly owned

R foreign enterprise
I EEEMRE

PRC Wholly owned

R foreign enterprise
I EEEMRE

PRC Wholly owned

R foreign enterprise
I EEEMRE

B RS R AR AL

BE-TTA4=

Paid up issued
share capital/
registered capital
BREERT
BRA&GHRE R

Registered
HK$2,000,000
GaliE=ZN
2,000,000 /&7

Registered
RMB10,000,000
A ERARE

10,000,000 7T

Registered
RMB20,000,000
A ERARE

20,000,000 jT

Registered
US$1,000,000
FalIE=ZN
1,000,000 7T

Registered
RMB10,000,000
A ERARE

10,000,000 7T

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
ARR
BITRAE /G

EXEELA
Directly Indirectly
HiE LiFE3
% %

= 100

= 100

= 100

= 100

= 100

R=+—HIEFE

48. T EMB A RFHE (&)

Principal activities

FRER

Trading of natural gas and gas
pipeline construction
BEERARRMREE

Trading of natural gas and gas
pipeline construction
BEERARMRRE BEE

Trading of natural gas and gas
pipeline construction
BEERARMRRE BEE

Trading of natural gas and gas
pipeline construction
BEERARMRRE BEE

Trading of natural gas and gas
pipeline construction
BEERARMRRE BEE



48. PARTICULAR OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

HEAREE

Baoji Zhongran City
Gas Development
Co., Ltd.

BRP TR RER
BRAT]

Nanjing Zhongran
City Gas Development
Co., Ltd.*

F R TR R
ERARAT

Qinzhou Zhongran
City Gas Development
Co., Ltd.*

PN PRI A R
ERARAT

Yulin Zhongran City
Gas Development
Co., Ltd.*

EMP I TR
ERARAT

Place of
incorporation

or registration/ Form of

operations
R 172 AvA
i,

PRC
=

PRC
=

PRC
=

PRC
=

business
structure
EBR
BREA

Sino-foreign equity
joint venture

RIBEDE

Sino-foreign equity
joint venture

RIBEDE

Wholly owned
foreign enterprise

SEBELE

Sino-foreign equity
joint venture

RIBEDE

* English name is for identification purposes only.

China Gas Holdings Limited Bl S 12 A% G R A &

Paid up issued
share capital/
registered capital
HEERT
RAEfER

Registered
RMB265,725,000
AMERARE
265,725,000 7T

Registered
RMB200,000,000
AMERARE
200,000,000 7t

Registered
RMB20,000,000
AMERARE

20,000,000 7T

Registered
RMB20,000,000
AMERARE

20,000,000 7T

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
RRAR ik
BRITRA
EXEELA
Directly Indirectly

B Gk
% %

- 64

= 100

= 100

= 100

RXLHEHBT -
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48. T EMIB A RFE (&)

Principal activities

FRER

Trading of natural gas and gas
pipeline construction
BEERARMMREBREE

Trading of natural gas and gas
pipeline construction
BEERARMAREBEE

Trading of natural gas and gas
pipeline construction
BEERARMAREBEE

Trading of natural gas and gas
pipeline construction
BEERARMAREBEE
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FINANCIAL STATEMENTS

For the year ended March 31, 2006 BEZZTAF=-A=1+—HLTFE

48. PARTICULAR OF PRINCIPAL SUBSIDIARIES 48. T EM B ARIFHE (&
(Continued)
The above table lists the principal subsidiaries of the Company FREVNNESRAUAEBREENEEETESY
which, in the opinion of the directors, principally affected the BOREFRTITENEAG - EFRA 0 1BHE
results or assets of the Group. To give details of other subsidiaries B AR FEEERERBRLE -

would, in the opinion of the directors, result in particulars of

excessive length.

Note: The deferred shares, which are not held by the Group, Mzt : EERMD W IEHAEBIEFE - MBER LI AH&
practically carry no rights to dividends or to receive notice UWELRR B - BEEAARTAREASERE « HFE
of or to attend or vote at any general meeting of the e2INE LREFRNEEREHDZEM DR 2 H#E
company or to participate in any distribution on winding F o
up.

None of the subsidiaries had any debt securities outstanding at ZHB A RN ELET EEMRERERRES ©

the end of the year.



