PROSPECTS

During the period under review, the Group continued to
bid for gas projects in large-sized cities with high
population density and posted new progress in this respect.
The newly acquired Dezhou project and Hohhot project,
both with broad gas customer base and large gas sale, will
not only increase the number of natural gas users of the
Group in a rapid pace, but will also contribute a stable
source of sales income to the Group. With the investment
capital of the Group for such projects being promptly
applied to expand their respective piped natural gas
networks, the number of natural gas users and the sales
income of these projects are expected to grow continually,
which in turn will contribute to the growth in overall
revenue of the Group. During the period, the Group also
acquired two long distance gas pipeline projects in Inner
Mongolia and Tianjin. In light of the operating efficiency
of the Group's existing long distance gas pipeline projects,
it is expected the above two long distance gas pipeline
projects will be able to operate at a low operating cost and
to provide continual support to the Group’s natural gas
distribution business, thereby benefiting the Group in terms
of its increase in natural gas sales and gross margin.

In addition, under the current situation of rapid growth in
natural gas demand and lack of gas sources in the PRC,
the Group has fully recognized the importance of
participating in midstream and upstream natural gas
businesses. The Group has secured its first liquefaction
natural gas project in Kaixian, Chongqing and will continue
to pursue other investment opportunities relating to
liquefied natural gas projects, so as to provide further
support and safeguard for the development of the Group's
natural gas business.
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