NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2006

1.

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared on
the historical cost basis except for certain investment properties
and financial instruments which are measured at revalued

amounts or fair values, as appropriate.

The accounting policies used in the condensed financial

statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the

year ended 31 March 2006 except as described below.

In the current interim period, the Group has applied, for the
first time, a number of new standards, amendments and
interpretations (“new HKFRSs") issued by the HKICPA, which
are either effective for accounting periods beginning on or
after 1 December 2005 or 1 January 2006 or 1 March 2006
respectively. The adoption of the new Hong Kong Financial
Reporting Standards (“HKFRSs"”) has no material effect on how
the results for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior period
adjustment has been required.
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3. POTENTIAL IMPACT ARISING FROM THE HONG KONG 3. ERMERKRENZCEEAMBREEA

FINANCIAL REPORTING STANDARDS ISSUED BUT NOT TRESI R ZRE

EFFECTIVE

The Group has not early applied the following new standards, AEEW KRR KA 5B EMAEE K
amendments and interpretations that have been issued but ERZFER - BRI RRE - AEER
are not yet effective. The Group is in the process of making an FRIAFERALEEEN - BiIRREZE
assessment on the impact on the application of these Z ZES2EWAKBULEFER - BT
standards, amendments or interpretations and has so far KRBT AEE 2 EE LRI BKAMN
concluded that the adoption of them will have no material NEBRKERTE -

impact on the results and the financial position of the Group.

HKAS 1 (Amendment) Capital disclosures’

ER G ERBEIRERT BAREEE

HKFRS 7 Financial instruments: Disclosures'
ERVBRELRE TR TRIA: RE

HK(IFRIC) — INT 8 Scope of HKFRS 22
EREVBHRERBEES 288 BBV RELENFE 2R 2 HE?
HK(IFRIC) — INT 9 Reassessment of embedded derivatives®
BEEMBREREZES -2 B9 ERMESTETA

HK(IFRIC) — INT 10 Interim financial reporting and impairment*

ERUBRERBEZEE -2B10 PHBBEHRS LRE

T Effective for accounting periods beginning on or after T BT EF-A—Ho%zERRZ
1 January 2007. GEFEB AR -

2 Effective for accounting periods beginning on or after 2 BZEEARNFRA—BZcERBZ
1 May 2006. GEPHAR AR -

3 Effective for accounting periods beginning on or after 3. BZEEARFANA—BZcERBE
1 June 2006. ST HEAEX -

4 Effective for annual periods beginning on or after ¢ EBZEERET—A—BmzERA
1 November 2006. ZFEHE AR -
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4. SEGMENT INFORMATION
For management purposes, the Group is currently organised
into four operating divisions — property investment, financial
and securities investment, gas pipeline construction and sales
of piped gas. These principal operating activities are the basis
on which the Group reports its primary segment information.

Segment information for the six months ended 30 September
2006 and 2005 about these businesses is presented below.
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Six months ended 30 September 2006

BE_ZEREARZTALRER
Financial
and Gas

Property  securities pipline Sales of
investment investment construction  piped gas Others Consolidated

SR b3 #He
NERE ESRE  EMAER  EEER it #e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr TET TER TET TER TET
Revenue Wiz 468 - 156,582 270,346 47,702 475,098
Segment result HRLE (1000 32005 90,688 14,560 2129 135024
Unallocated corporate revenue KARDANE 24,500
Unallocated corporate expenses FARDARY (30,459)

Change in fair value of derivative fTELRIA

financial instruments ZATEES 14,843
Finance cost HKER (41,596)
Share of results of associates EEBELRER 142
Profit before taxation B AT A 102,454
Taxation "2 (1,068)
Profit for the period REREN 101,386
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4. SEGMENT INFORMATION (Continued)

4. BFERAH (B)
Six months ended 30 September 2005
BE-STIFARZT+ALXER

[T W U

Financial
and Gas

Property  securities  pipeline  Sales of
investment investment construction piped gas Others Consolidated

SRR BE He
MERE BHFRE E@EER TEER Hft o]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHL TR FEL TR FEL
Revenue W 3§ 580 - 131,433 96,107 34,400 262,520
Segment result PEEE (674) (22) 91,000 6,964 1,102 98,370
Unallocated corporate revenue FABRA AN E 7,573
Unallocated corporate expenses AABRAFAAY (40,789)

Change in fair value of derivative fEeMIAZ

financial instruments AFEEE 4,000
Finance cost 0% E R (15,895)
Share of result of an associate YN E S (139)
Profit before taxation BB AR A 53,120
Taxation HE (147)
Profit for the period AHBEEN 52,973

12 |
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5. FINANCE COSTS 5. MERF
Six months ended
BETHAMILNMEAR
30 September | 30 September
2006 2005
—ETRE —TEREF
hB=+H hAZ=+A
HK$’'000 HK’'000
FTHET FHET
(unaudited) (unaudited)
(RiEE®) (REEZR
7))
Interest on: NTEEZFE
- Bank loans and other borrowings —BRAEFREH
wholly repayable within HEZRITER
five years R E b8 5k 52,174 24,476
- Bank loans not wholly —BEARAFREH
repayable within five years HEZRITER 12,967 19,487
- Obligation under a hire — B A K EE
purchase contract 2 6
— Convertible note — AR ERE - 145
— Convertible bonds - BREES 6,246 3,071
71,389 47,185
Less: Interest capitalised to B EEIRZ
construction in progress B AREF B (29,793) (31,290)
41,596 15,895
6. TAXATION 6. R\

The amount represents PRC income tax for both period.

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

BHRERBE-TEATR-EEA
ENAZ+ALAEAZREAEH -

MRAEER L HESEERK &
Mo I ARPEBRERREEBNEHIE
A - EfRDRE R 2 B TR [ 5]
AEERZERTEH -

PR RIER AR AR
R HAFRE 2006/07
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nEal SR

7. PROFIT BEFORE TAXATION 7. BRRAIET
Six months ended
BEETHAMIEAEA
30 September | 30 September
2006 2005
ZETRE —TTRF
ARA=+H hA=Z+A
HK$'000 HK’000
THET FHET
(unaudited) (unaudited)
(RB#F) (CREgEE®R)
Profit before taxation has been arrived B % 5% 7 2 HBR (t A)
at after charging (crediting): THIEE
Depreciation of property, W BEREE
plant and equipment ZHE 31,485 8,857
Release of prepaid lease payment TERHEHRIE 2 #E 1,336 148
Interest income F B8 HA (21,743) (6,860)
Loss on disposal of property, TEWE  BEK
plant and equipment R ZEE 42 245
Share of tax of jointly controlled DG R E
entities Z A 160 77

1 4 | CHINA GAS HOLDINGS LIMITED
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EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share

attributable to the ordinary equity holders of the parent is

based on the following data:

sEREF

FESRAREARRR 2 GRER RS
SEENTRE T REHNBURFTE -

Six months ended

BEET/AMILNMEAR
30 September | 30 September
2006 2005
—ETRE —TERF
hB=+H hA=+H
HK$'000 HK’'000
THET FHET
(unaudited) (unaudited)
Earnings & (RIEE) (REEZ)
Earnings for the purpose of basicand FTEERERK
diluted earnings per share (profit for e RN 2 &BF
the period attributable to equity (FBERARKR
holders of the parent) Z AN EA R s ) 89,918 43,457
Number of shares &5 & 8 ‘000 ‘000
T F &
Weighted average number of EBRELRRTZ
ordinary shares for the purpose of I A N AE T B
basic earnings per share 2,923,032 2,424,690
Effect of dilutive potential LBRBIESE
ordinary shares: 2B
Share options % ik 1 206,187 228,176
Convertible note A IR E AR N/AF & A N/AT 38 A
Convertible bonds Al AR & N/AF & A N/AT 38 A
Warrants 05 1 7 - 45,730
Weighted average number of FESREERNZ
ordinary shares for the purpose of LB AR INAE F
diluted earnings per share 3,129,219 2,698,596

The computation of diluted earnings per share for both periods

did not assume the exercise of the Company’s outstanding

convertible note and bonds as the exercise price was higher

than the average market price for shares.

HFEEE_SERFR-ZETRFNA
=+HIEANERZ RS &I &R
BARAZRITHEARRERRELE
T W BERERTEERRN ZF
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10.

11.

MOVEMENTS IN INVESTMENT
PROPERTY, PLANT AND EQUIPMENT
During the period, the Group acquired property, plant and
equipment at a total cost of approximately HK$217,203,000
of which HK$38,462,000 was acquired through acquisition of
business.

PROPERTIES

AND

During the period, the Group disposed of certain property,
plant and equipment with a carrying amount of HK$261,000
for proceeds of HK$219,000, resulting in a loss on disposal of
HK$42,000.

INTEREST IN ASSOCIATES

During the period, the Group had acquired 44% equity interest
of EEMIIRMRIEZEZR AR AA for a consideration of
HK$1,222,000. A discount on acquisition of HK$334,000 has
been included as other income in determination of the Group's
share of results of associates.

TRADE AND OTHER RECEIVABLES
The Group allows an average credit period of 30 — 60 days to

its trade customers.

The following is an aged analysis of trade receivables:

10.

11.

BREVENYE BRERRFEEH

BN ANEEE AR AL217,203,000
BLTZWE BELRZE - HEAF

38,462,000 7 Ty B MU E X IE -

A AEEB L EREE261,0007% T
Z2UE BELREZE MEXRESR
219,000 7T - HWEEZHEBEA
42,0007 7T °

RHEAFZES

BRI - ANEE @ A 1,222,000 7T 2 B U
BEEMIERTIRERAERARZ
A4% R A HE 75 o WHE HT 78 334,0000/% T
B E AN B FE(G B N R EERERT
ABEMUA o

B 5 B M IR R R i BB M AR IR
AEBETEESRPZTHEERR
30H £60H -

BHRYCRFR 2R OMMOT

30 September 31 March
2006 2006
—EER —EERF
hWB=+H —A=+—8
HK$'000 HK$'000
TET FET
(unaudited) (audited)
(RIEE) (&)
0 - 30 days 0—30H 73,039 60,738
31 — 60days 31—60H 11,898 1,459
61 - 90 days 61—90H 2,582 8,763
91 - 120 days 91—120H 683 7,980
121-180 days 121—180H 3,613 22,678
Over 180 days 180H A + 34,143 38,595
Trade receivables B RN 125,958 140,213
Deposits paid for HEM I
construction materials ZE® 55,656 22,979
Other receivables, deposits o fE W BR IR 234,952 182,278
and prepayments Re RFEMNRIE
Amounts due from minority FE UL BT /B A R)
shareholders of subsidiaries D ERR R FRIE 2,159 2,196
418,725 347,666
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12.

TRADE AND OTHER PAYABLES
The following is an aged analysis of trade payables:

12.

B % 0 17 iR R B Bt FE 4 AR IR
BHRMNERZREITMOT

30 September 31 March
2006 2006

—EEREF —ZEERXR
hWB=+H =A=+—H
HK$'000 HK$'000
THET FHET
(unaudited) (audited)
(RIEER) (E&EZ)
0 - 60 days 0—60H 88,878 123,175
61 — 90 days 61—90H 17,947 5,190
91 — 120 days 91—120H 7,483 5,681
121 - 180 days 121—180H 7,019 13,731
Over 180 days 180H A+ 123,641 59,347
Trade payables S EMER 244,968 207,124
Other payables and accrued charges EMENERERESER 183,597 184,641
428,565 391,765

13. BANK AND OTHER BORROWINGS 13.BRTREMESR

During the period, the Group obtained new bank and other
borrowings of approximately HK$774,776,000 of which
approximately HK$372,115,000 is repayable within one year.
The loans bears interest at 2% to 7.68% per annum. The
proceeds were used to finance the capital expenditure and
general working capital of the Group.

HR  AEEREGHERITREMER
#4 774,776,000 Tt - H O
372,115,000 THR —FNEE - B
BRIR2EET7.68E 2 FH KB - B
FECREAEBZEARI R —KRE
BEBES -

FRERRIER B R AT
R HAFRE 2006/07
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14. SHARE CAPITAL

14. B &

Number Share
of shares capital
3y 4= ] & 7%
‘000 HK$'000
TR TET
Ordinary shares of HK$0.01 each FREE.0EITLZ

issued and fully paid: EBRTRBEBRREBR 2,921,562 29,216

At 1 April 2006 RZZETERFMUA—H
Exercise of share options 710 i P 2,680 26
At 30 September 2006 RZZEZTRFALA=+AH 2,924,242 29,242

15. ACQUISITION OF SUBSIDIARIES

During the period, the Group acquired 100% of the issued

share capital of China City Natural Gas Investment Limited

("CCNC Investment”) for a

consideration  of

HK$70,200,000. Cash consideration paid for the acquisition
amounted to HK$66,000,000 and the balance is payable within

6 month from the date of agreement.

CCNC Investment acquired are engaged in natural gas business.

The asset owned by CCNC Investment is the 90% equity interest
in ERARNRMKAERAF (ER/NEMEA") in Anhui
province, and 100% equity interest in A5 & S & F KX R #
FEBBR AR ("EEFK"). The goodwill arising on the above
acquisition amounted to HK$70,200,000 which is attributable
to the anticipated profitability of gas connection and sales of

piped gas business of this Company. Since the natural gas

business in the PRC has barrier of entry, the directors considered

that such barrier of entry allows these companies to exercise

monopolistic power in respective local markets and able to
obtain a steady future cash inflow. Both & & JI| R A f& and &
2 7 X has not commenced business during the period.

CHINA GAS HOLDINGS LIMITED
INTERIM REPORT 2006/07
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16. ACQUISITION OF BUSINESS

Establishment of subsidiaries

On 11 April 2005, the Group entered into an agreement with
PR E R R AR AR (“Shaoxing Partner”)
pursuant to which a subsidiary namely Shaoxing Zhongran City
Gas Development Co. Ltd. (“Shaoxing JV") was established.
The Group owns 55% issued share capital of Shaoxing JV and
contributed the capital in cash of HK$36,846,600. The Shaoxing
Partner would contribute the capital in the form of assets and
liabilities. Up to the balance sheet date, the Shaoxing Partner
has not contributed the capital. Shaoxing JV will be principally
engaged in the design, construction and operation of natural
gas pipeline network and ancillary facilities as well as provision
of natural gas in Shaoxing. During the period, Shaoxing JV was
formed but has not commenced business.

On 8 June 2006, the Group entered into a joint venture
agreement with IEMARBRNBEEEELEEEEZES
(“Fushun Partner”) to establish a subsidiary namely #E JI§ & 4
WA R E B AR QA (Fushan JV”). Fushun JV is engaged
principally in the natural gas business. The registered capital
of Fushun JV is RMB133,330,000. The Group holds 70% equity
interest of Fushun JV and contributed the capital in cash and
Fushun Partner contributed the capital in the form of assets
and liabilities. The assets and liabilities contributed by Fushun
Partner after considering the fair value adjustment was
approximately HK$38,462,000.

The goodwill arising on the acquisition of business amounted
to approximately HK$2,885,000 and is attributable to the
anticipated profitability of the gas connection and sales of
piped gas. Since the natural gas business in the PRC has barrier
of entry, the directors considered that such barrier of entry
allows Fushun JV to exercise monopolistic power in the market
and able to obtain a steady future cash inflow.

Fushun JV contributed HK$8,399,000 to the Group's revenue
and HK$2,740,000 to the Group's profit before taxation for
the period from the date of establishment to the balance sheet
date.

16. W il 3¢ 35
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FlAEERNE Z55%2 BITRA - WAR
&5 A EE 36,846,600/ 7T © BEBEEH
NEEHBEFAFTALE -HELE
HiE  BEZHEEKRDE - BEEEDR
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17. CAPITAL COMMITMENTS

(@)

(if)

(iii)

20

On 24 October 2004, a subsidiary of the Company entered
into an agreement with Gangzhou Municipal Government
BT ARBAF (“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.

On 9 May 2005, a subsidiary of the Company entered into
a cooperation agreement with E7K ™ AR F pursuant
to which a wholly owned subsidiary namely Guangshui
City Gas
(“Guangshui Zhongran”) will be formed and wholly owned

Zhongran Development Company Ltd
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.

On 6 June 2006, the Group entered into an investment
agreement (“Investment Agreement”) with Dalian SOA
Administration Bureau to establish a subsidiary namely X
ERME TR RERAER QG (“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. The transaction was not
completed at the balance sheet date.

| CHINA GAS HOLDINGS LIMITED
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17. CAPITAL COMMITMENTS (Continued)

(iv)

(v)

(vi)

On 18 August, 2006, the Company entered into sale and
purchase agreement pursuant to which the Company
agreed to acquire 100% equity interest in China Gas
Investment Development Limited (“CGIDL") at a
consideration of RMB30,000,000. CGIDL is principally
engaged in nature gas business in Tianjin City, the PRC.
The transaction was not completed at the balance sheet
date.

On 26 August 2006, a wholly owned subsidiary of the
Company entered into a agreement with P & 5 1 /£ 5=
AR ET A A ("Hohhot Partner”) pursuant to which
W0 AR PR T R SRS R B R 2 B (“Hohhot JV*) will
be established in Hohhot city, Inner Mongolia Autonomous
Region, the PRC. Hohhot JV will be engaged principally in
the natural gas business in Hohhot city. Hohhot JV will be
owned beneficially as to 50% by the Group and 50% by
Hohhot Partner. The registered capital of Hohhot JV will
be RMB800,000,000 of RMB400,000,000
(equivalent to approximately HK$388,349,514) will be
contributed by the Group by way of cash. The transaction

which

was not completed at the balance sheet date.

On 16 September 2006, a wholly owned subsidiary of the
Company entered into a agreement with M T A FT A Q
7] ("Dezhou Partner”) pursuant to which & N & ¥ 5
MRZEREBR DA (“Dezhou JV”) will be established in
Dezhou city, Shandong Province, the PRC. Dezhou JV will

be engaged principally in the natural gas business in
Dezhou city. Dezhou JV will be owned beneficially as to
51% by the Group and 49% by Dezhou Partner. The
registered capital of Dezhou JV will be RMB218,622,000
of which RMB111,497,000 (equivalent to approximately
HK$108,249,514) will be contributed by the Group by
way of cash. The transaction was not completed at the
balance sheet date.

17. BXKIE

(iv)

(vi)

%_?gxxi)\ﬁ]ﬂ'/\ﬁ ENNSIEE
VEBEWE Bt ARFREUA
R #30,000,0007T Z £ f& 4 China
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17.

18.

19.

20.

CAPITAL COMMITMENTS (Continued)

Save as disclosed above, as at 30 September 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$440,241,000 (31
March 2006: HK$453,224,000) and HK$52,775,000 (31 March
2006: HK$175,573,000), respectively.

PLEDGE OF ASSETS

The Group pledged certain property, plant and equipment and
prepaid lease payments having a net carrying amount of
HK$355,162,000 (31  March  2006:
HK$355,417,000) and investment properties having a carrying
value of HK$16,450,000 (31 March 2006: HK$16,450,000)
and certain subsidiaries pledged their equity investments in

approximately

other subsidiaries to banks to secure loan facilities granted to
the Group.

RELATED PARTY TRANSACTIONS

During the period, the Group purchased gas for total amount
of approximately HK$629,000 (year ended 31 March 2006:
HK$7,029,000) from minority shareholders of subsidiaries.

POST BALANCE SHEET EVENTS

On 4 December 2006, the Company entered into Chongging
LNG Cooperation Agreement with &= & M 5 & A B BT
pursuant to which a wholly foreign-owned enterprise, & &
MBERAREBER A wil
Chongqging LNG project. The wholly owned subsidiary will have
a total investment of RMB800,000,000 and has registered
capital of RMB240,000,000. A summary of the terms of the
agreement is set out in the announcement dated 5 December
2006.

be established to operate

Subsequent to balance sheet date, the Company has acquired
38.69% equity interest of EEHEHEERMHER A A for a
consideration of RMB62,160,000 (approximate HK$59,769,000)
through the auction process, which principally engages in
exploration, collection transportation, purification and sales of
nature gas.
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