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On behalf of the board of directors of Chinese People Gas Holdings
Company Limited (the “Company”) and all of its subsidiaries
(collectively the “Group”), | am pleased to present the Group’s annual
report for the year ended 31 March 2007 to the shareholders.

INDUSTRY REVIEW

During the course of the implementation of the “10th Five-Year Plan”,
China adhered to its energy adjustment strategy and increased the
proportion of natural gas in the overall energy consumption structure.
In respect of non-renewable energy, the production volume of natural
gas increased from 27.2 billion cubic meters in 2000 to 49.3 billion
cubic meters in 2005, with an average annual growth of 12.6% as to
the total consumption of non-renewable energy, natural gas
consumption increased from 24.5 billion cubic meters in 2000 to
47.9 billion cubic meters in 2005, with an average annual growth of
14.4%. Natural gas ranked top among the non-renewable energies

in terms of production and consumption growth.

The economy of China achieved continuous, rapid and stable growth
in 2006. According to the data released by the National Bureau of
Statistics of China, the annual gross national production in 2006 was
RMBZ21 trillion, representing an increase of 11.1% as compared to
the previous year and it has been raising over 10% for four consecutive
years. The growth of the Chinese economy brought along a continuous
rise in the total consumption of energy, which amounted to 2.46 billion
tons of standard coal equivalent in 2006, representing a growth of
9.3% from the previous year, in which the consumption growth rate
of coal, cruel oil and natural gas were 9.6%, 7.1% and 19.9%,
respectively, as compared to the prior year, with natural gas still ranks
first among all types of energy. Natural gas, being a kind of clean and
highly efficient energy, occupied an ever more important role in the
energy structure in China as well as in sustaining the growth of the
Chinese economy.

Chairman’s Statement
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Chairman’s Statement

EERE

INDUSTRY PROSPECT

According to the “Development Plan for Energy in the 11th Five-Year
Plan” issued by the National Development and Reform Commission,
the principle of supporting the sustainable growth of social economy
of China by sustainable energy development was introduced and China
will accelerate the exploration of petroleum and natural gas resources
during the course of the implementation of the 11th Five-Year Plan,
provide key support to the construction of energy bases and speed
up the building of oil and gas bases. Pursuant to the principle of
“Exploiting the potential of the East, Developing the West, Accelerating
the development in the sea area and Exploring the South”, the national
output of cruel oil and natural gas in 2010 will be increased to 193
million tons and 92 billion cubic meters respectively. Meanwhile, the
construction of energy storage and transportation projects will become
the policy focus. The building of oil and gas pipeline networks will be
expedited under the framework of “Transporting oil and gas from the
West to the East, from the Northeast to the South and from sea to
land” and the key pipelines network for oil and gas will be strengthened
by building more necessary multiple lines and key linkages as well as
accelerating the construction of connecting terminals and strategic
reserves facilities with an aim to gradually constructing a national
core pipelines network and key regional networks for oil and gas.
China will lay approximately 50,000 kilometers in aggregate of natural
gas pipelines and build 10 Liquefied Natural Gas (“LNG”) terminals
in the costal areas (the first phase of which will have a capacity of
handling 33-35 million tons of LNG) by 2020.

According to experts’ projections, the proportion of natural gas
consumption in China’s total non-renewable energy consumption will
increase to approximately 6.0% (amounting to 110 to 120 billion cubic
meters) in 2010 and further increase to approximately 10.0% in 2020,
and by then the demand for natural gas will be 210 to 230 billion
cubic meters. The gas supply in urban areas will account for one-
third of the natural gas consumption and this represents a growth
that is significantly higher than that of coal and petroleum. The rapid
growth in consumption demand will widen the gap between supply
and demand of natural gas in China where the discrepancy of 20
billion cubic meters by the year of 2010 be filled up mainly by imported
natural gas. Diversification of natural gas sources will help gradually
bring the prices of natural gas in China in line with the international
level, push up the price for the seriously underpriced domestic natural
gas and nationalize the pricing mechanism for natural gas.
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It is expected that the Chinese economy will grow continuously, steadily
and rapidly, while the accelerated pace of industrialisation and
urbanisation will promote the rapid development of the city gas
business. Being the best clean energy in the 21st century, natural
gas is rising as a major energy used by urban dwellers as well as
industrial and commercial enterprises. With more effort made in the
development of petroleum and natural gas, the continuous perfection
of transmission pipelines facilities as well as strong support from the
government policy, the use of natural gas will become more popular
and the prospect of the city gas business will be brighter.

APPRECIATION

On behalf of the board of directors of the Company, | sincerely thank
all shareholders, customers and business partners for their support
to the Group over the year.

Liu Jing

Chairman

Beijing, 27 July 2007

Chairman’s Statement
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Management Discussion and Analysis

EEENW
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During the financial year between April 2006 and March 2007, all
the Group’s businesses achieved sound development with the
collaborative effort of the directors, management and all staff.

THE GROUP’S MILESTONE

Investment from Merrill Lynch

In June 2006, the Company issued convertible notes in the amount
of US$40 million to Merrill Lynch. Merrill Lynch’s investment in the
Group provided capital for the Group’s business development and
manifested the recognition of the Group from international investment
banks, which are confident in the Group’s development. Please refer
to the “Financial Review” section for further detail.

Acquisition of Fujian Province An Ran Gas Investment Co., Ltd.
(“Fujian An Ran”)

In September 2006, the Group entered into two equity transfer
agreements and a management rights transfer agreement with
independent third parties to acquire the 100% interest in Fujian An
Ran. The acquisition of Fujian An Ran resulted in the leaping
development in the Group’s gas business scale and broadens the
Group’s future prospect. Please refer to the “Project Expansion”
section for further detail.

2006F4 A E2007F3AMBFE - £REF -
ERELEZBETHARSNT  AEEAERRA
EHHMESRENERE

EEAFE
BEIMEEZIRE

200656 A + A2 & [A FE M E 2 1740,000,000
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BEEEZERARRRERBRLA
(TBEzR])
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HK’000
FHET
600,000
Net cash generated from operating activities
500,000 o s e
' H KEEBR RFHE
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300,000 H EH
200,000 . Turnover
100,000 CEa
—
-100,000
2005 2006 2007 Year,” E15
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Management Discussion and Analysis

FINANCIAL HIGHLIGHTS

In the reporting period, the Group recorded turnover from continuing
operations of approximately HK$522,893,000, representing an

increase of 141.5% from the last year;

Gross profit from continuing operations of approximately
HK$172,496,000, representing an increase of 41.4% from the last year;

Profit attributable to the shareholders approximately HK$22,123,000,
while it was loss attributable to the shareholders approximately
HK$56,061,000 in last year;

Basic earning per share of HK$0.69 cents; while it was basis loss per
share of HK$2.13 cents in last year;

Operating net cash inflow of approximately HK$75,814,000,
representing an increase of 375.1% from the last year;

Net cash used in investment activities of approximately HK$299,264,000,

representing an increase of 598.3% from the last year;

Net cash generated from financing activities of approximately
HK$261,527,000, representing an increase of 75.9% from the last year;

Net cash and cash equivalents at the end of the year increased to
approximately HK$184,031,000, representing an increase of 38.4%
from the last year.

Subsequent to the issue of unaudited interim report, there was reversal
of approximately HK$77,702,000 (it is mainly due to the remarkable
increase of the share price of the Company in the second half and it
is a non-cash item) of change in fair value of convertible notes in the
second half. The convertible note issue expenses were approximately
HK$13,122,000. The loss on disposal of subsidiaries arising from
not participating in further capital contribution into Mian Zhu City
Hongsen Glass Products Company Limited amounted to approximately
HK$9,900,000 (it is a non-cash item). These several items caused a
book loss of approximately HK$100,724,000 in our consolidated
income statements.

BEEFNWR DN
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BERAAEERFELLE 2 EBHSEEED
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Management Discussion and Analysis
EEENWR DN

OPERATIONAL HIGHLIGHTS

EERE
As at As at Percentage
BE BE of changes
2007 2006 Changes 2B H#tt
Items EE 3.31 3.31 25 (%)
No. of projects EEHYE
Gas o= 33 7 26 371
LPG wholesale & retail RIEABERERTE 4 — 4 —
Other (see Note) Hi (RHE) 3 1 2 200
No. of projects HE A () 40 8 32 400
Gas business (within coverage) MREER (BEEER)
Total population (10,000p) @A (BEA) 2,046 387 1,659 429
No. of connectable population (10,000p) AHEEAREA) 1,081 265 816 308
No. of connectable households customers EEERBR
(10,000h) (BF) 360 88 272 309
No. of connected (within reporting period) EEBAFYE REEHA)
Household customers BERAF 73,874 50,544 23,330 46
Commercial & industrial customers THE¥RF 5,389 7853  -2,464 -31
Total no. of customers connected CEBRAFAR 79,263 58,397 20,866 36
Accumulation of the connected ZHEER (F)
Household customers ERRBFE 168,684 71746 96,938 135
Commercial & industrial customers THERF 13,923 8,697 5,226 60
Total no. of customers connected EEBAFAY 182,607 80,443 102,164 127
Sales of gas (10,000 cm) MABEE BIAK)
Household customers ERAF 3,389 1,710 1,679 98
Commercial & industrial customers THERF 14,665 9,416 5,249 56
Total sales of gas MRAEEE 18,054 11,126 6,928 62
Sales of LPG (tons) RILAHRHEEE (W) 8,017 N/ATER NATER NATER

Note: These other projects refer to “Zhongmin Zai Xian”, the “Yan Bian Mzt : HMIBEERREL  CEEREHNEA REEE

Hua Xin” Project and the “Yan Bian” Project. Please refer to the B BRI XREEERFREREHE &
descriptions set out in the sections headed “Supply of Video Lottery [TEEHEIRZHEENAE -

System and Equipment” and “Project Expansion” below.

P = Person

household

c)qicubic meters

.
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Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW XEOE
Distribution, supply and installation of gas business o HERTHERRER
Distribution and supply of gas DEHEMERR

The supply of gas to household and commercial and industrial MERRIHYARPRARGIENALAER
customers is still the main business of the Group. During the reporting TETEK O REHRN  AEBETRMTINE
period, the Group achieved gas sales of 180.54 million cubic meters, 2180548 5K B FERLEE2.3%
representing an increase of 62.3% as compared with the MERBPINEME3I,389E T K » mWELER
corresponding period last year. The Group sold 33.89 million cubic BRI E08.2% : [M LA EME 14,6658
meters of gas to household customers, an increase of 98.2% K BREFEREIIEESS. 7%  BIRMENE
compared to the same period last year and sold 146.65 million cubic WA #9745 #344,582,0007T - 8 -EERIAERE

meters of gas to commercial and industrial customers, an increase 302.8% o ANEBREH AN T REEE W AL
of 55.7% compared to the corresponding period last year. The Group 928 4T I B T MK R BB A0 68 QY o

realised a gas sales income of approximately HK$344,582,000,
representing an increase of 302.8% as compared with the same period
last year. Income from sales of gas accounted for 65.9% of the Group’s

turnover from continuing operations during the reporting period.

Sales of Gas
10,000 CM
By K
20,000
H Total sales of gas
BRAHEE
15,000
In which E & :
10,000 Commercial and industrial customers
) ITHE¥ERAP
. Household customers
5,000 EBERAFP

FEL

2005 2006 2007 Year, & 13

CM = Cubic Meter
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Management Discussion and Analysis

EEENW
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Gas pipeline connection

The Group was also engaged in the construction of main pipelines
and branch pipelines networks and charged customers with
connection fees for the construction of gas pipeline networks that
connect households with the gas networks. Such fee is another major
income source of the Group. During the reporting period, the Group
has completed connection work for 73,874 household customers and
5,389 commercial and industrial customers, representing an increase
of 46.2% and a decrease of 31.4% from the same period last year,
respectively. Income generated from connection fees amounted to
approximately HK$178,222,000, representing an increase of 37.9%
as compared with the corresponding period last year. Connection fees
income accounted for approximately 34.1% of the Group’s turnover
from continuing operations during the reporting period.

As at 31 March 2007, the Group has accumulated a total of 182,607
connected customers, representing an increase of 127.0% from the
same period last year, in which 168,684 were household customers,
representing an increase of 135.1% compared to the corresponding
period last year and 13,923 were commercial and industrial
customers, representing an increase of 60.1% compared to the same
period last year.

Connected household customers

EREERR

REETDEERNTHRAETBERNZRE
CRBERNRRERRRENREBER
PEE - UHAPKBERE  kAAEES
—TEWARER - REHRN - AEEBHEEK
73,874FERAFKL38OFITEm%ERF ' & E
FERBASPIERLI6.2%  ME31.4% > B
ERBUWALEEE178,222,0007T * BEFER
BRI R37.9% » AEEMmEHNERBIRAGE
BICE B EHETELN34.1% ©

R2007F3A31H - AEBERACERABFP
182,607F - REFERHAEKR127.0% - K
REEEBERAF168,684F » WAFERH
#R135.1%  RAEERIBEMF13,923
P BEFERHERE0.1% °

Connectable household customers

CEREE AEBRERARF
Household / '000H / F 7
200,000 4,000
Accumulation of connected household customers
ZAEEERAF (F)
150,000 Connected household customers 3,000
as at reporting period
RERRERBRERAF (F)
100,000 2,000
50,000 1,000
, , 4 H

2005 2006 2007 Year/Ff

-

<

2005 2006 2007

H = Household
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Management Discussion and Analysis

Transportation, distribution and retail of bottled liquefied petroleum
gas (“LPG").

During the reporting period, the Group established Huaihua Zhongmin
Gas Company Limited (“Huaihua Zhongmin”) and Huaihua Zhongmin
Petroleum Gas Supply Company Limited (“Huaihua Supply”) in
Huaihua City of Hunan Province. The Group also set up Yunnan
Zhongmin Gas Company Limited (“Yunnan Zhongmin”) in Kunming
City of Yunnan Province and Guizhou Zhongmin Gas Company Limited
(“Guizhou Zhongmin”) in Guiyang City of Guizhou Province. These
companies engage in the transportation and distribution of LPG and
the distribution and retail of bottled LPG.

Exploitation of Natural Gas

During the reporting period, the Group expanded its business to
natural gas exploitation through the acquisition of 50% equity interest
in Yan Bian Hua Xin Oil Exploitation Company Limited (“ Yan Bian
Hua Xin"). Please refer to the sub-section headed “Yan Bian Hua Xin
Project” under the section headed “Project Expansion” below.

Supply of Video Lottery System and Equipment

The Group intended to engage in supply of video lottery system and
equipment in the Mainland China through the associate — Zhongmin
Zai Xian (Beijing) Technology Development Ltd. (“Zhongmin Zai
Xian™")* (f RAEAR QL 7)) BRHREE AR 2 7)), and Zhongmin Zai Xian
was applying for the related licence. The lottery business has not
duly commenced operation during the reporting period.

BEEFNWR DN

ERoBRREERILAHER

WEHR - AEBEEHREIZCTRIZIZET
EMRAERAR (MEFR]) ~ B RAMH
REHBERAB (EHELA)  £EHEEH
MRIEFFRARERRA ([EEFR]) &
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Management Discussion and Analysis
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Divestment during the reporting period

During the year, the Group discontinued its glass products business
upon the deemed disposal of its controlling interest in Mian Zhu City
Hongsen Glass Products Company Limited (the “Glass Products”).
Additional capital investments were required by Glass Products to
reconstruct its plant, property and equipment after moving to a new
location and Glass Products increased its registered capital from
RMB1,000,000 (HK$1,009,000) to RMB17,000,000
(HK$17,159,000) for additional general working capital purpose.
However, the Group has not made further investment in Glass Products
with a view to focus its resources on developing core business. New
investors were introduced to make up the increased capital. The
Group’s interest in the Glass Products was decreased from 100% to
19% upon the completion of such increase in registered capital and
the Glass Products ceased to be a subsidiary of the Company.

Besides, the Group disposed all of its equity interest in a wholly owned
subsidiary — Penmark Limited together its property, with a saleable
area of 534 square meters, in Shanghai Zhongda Square for
HK$6,500,000 in cash. The Group use the proceed from sales on
the development of new gas projects.

Income Portfolio
WABE

Others

Income from
connection fees

BRBERA

MRRBA

-

<

Income from gas

)
o

BEMR WSz %H

RAFE  ARBREEFELEERBMIHA
AMEBRBERAR ([WBEMR]) 2 EkE
SERIEEFBEMER - FR - WEERR
WU EREARE  WEMRBEFER
MEARKRE - BEERSEETMERBARE
1,000,0007T (##1,009,0007T) ENE AR
17,000,0007T (7##17,159,0007T) {E &= #11E A
FREES - AN AREREPERZLE
BARBHEENMESRA - A AFHRESE
B INE AR o PRI IR TR - ARBERH
WEMMREIT B 100%#EE19% » MKER
mTBRAREZMEAT -

HR - REEAR £8%6,500,000tHERE
MEARSENEERAR Z 2 MR EE
BN LT EREZHS34F K2 A E
WE - WERSAETFHARRRFTEERR -

Quter rim  — Shares of each kind of incomes in
turnover in 2007 FY

SNE — 2007 M BF E I G & FE 7 2 L

Inner rim  — Shares of each kind of incomes in
turnover in 2006 FY

BIE — 20068 B E UG & F 7 2 LBl
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Management Discussion and Analysis

Project Expansion

The projects that the Group secured during the reporting period were

as follows:

The Yan Bian Hua Xin Project

In June 2006, the Company acquired a 50% equity interest in Yan
Bian Hua Xin Qil Exploitation Company Limited (“ Yan Bian Hua Xin”)
at a consideration of HK$30,000,000. Yan Bian Hua Xin is principally
engaged in the exploration and extraction of oil and natural gas in
Yanji Basin (JE & &) located at Yan Bian Korean Nation Autonomous
Area in Jilin Province, the PRC (R BIFH MA T2 FAEE R B AM) in
co-operation with Daging Oilfield Company. Natural gas produced
was sold to local gas suppliers through Yan Bian Zhongmin Gas
Company Limited, a wholly-owned subsidiary of the Group (details of
which are set out in the sub-section “The Yan Bian Project” below).
The project was still at the stage of exploration in the financial year
and hence extraction and production have not been commenced.

The Yanliang Project

In June 2006, the Group acquired a 70% interests in a natural gas
business at Yanliang District, Xi’an at a consideration of
RMB42,500,000 (approximately HK$42,986,000) and set up Xi’an
Zhongmin Gas Company Limited (“Xi'an Zhongmin”), which mainly
engages in sale and distribution of natural gas, design of natural gas
pipeline and related maintenance in Yanliang District, Xi’an City,
Shagnxi Province. Yanliang District in Xi’an City, with approximately
240,000 residents in total, is China’s aviation industrial region
integrating aircraft design and research, production and
manufacturing, flight testing and authentication as well as related
scientific research. China’s largest aircraft manufacturer, Xi’an Aircraft
Industry (Group) Co., Ltd. (AL R T % (&) SR EL A A]) and
many other enterprises and scientific research institutions are located
there. In August 2004, the National Development and Reform
Commission of the PRC approved the establishment of the national
high and new technology aviation industry base with a planned area
of 40 square kilometers in Yanliang District, Xi'an City. The base is
expected to be built into Asia’s largest aviation industry base in three

to five years.
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The Huaihua Project

In July 2006, the Group and an independent third party formed
Huaihua Zhongmin Gas Co., Ltd. (“Huaihua Zhongmin”) in Huaihua
City in Hunan Province of the PRC with a registered capital of
RMB18,180,000 (approximately HK$18,351,000), of which 55% of
equity interest was held by the Group. Huaihua Zhongmin principally
engages in the business of the sales of LPG in Huaihua City of Hunan
Province. Huaihua City, which is situated at the boundary of Hunan,
Guangxi and Guizhou Provinces, is an important transport pivot and
logistic hub in central China. It has a population of 5.1 million and
LPG is one of the major energy consumed. Huaihua Zhongmin has
obtained a considerable market share in Huaihua City’'s LPG market
and such share is expected to grow significantly in view of the business
development of the company.

The An Ran Project

In September 2006, the Group and an independent third party entered
into two equity transfer agreements and an operation rights transfer
agreement whereby the Group acquired 100% equity interest in Fujian
Province An Ran Gas Investment Co., Ltd. (“Fujian An Ran”) at a
consideration of RMB104,320,000 (approximately HK$110,793,000)
and acquired its operation rights by issuing 200,000,000 consideration
shares at an issue price of HK$0.40 per share.

®{LEE

20067 A - REERBIE =S NPEARE
BIemARZBEEPRARER A (MBS
R - EMEARARK18,180,0007T (HHERH
78#18,351,0007T) * AEE(555% 2 #m o 12
fEhREBEABEELETEELPGIHESRT -
MR RTHENRE BA - EMN=ZEER
R RTEPERERZ BEM YR
Fb - BARBI0E  RIEAMRAETIEMNHN
BotlRz—  BIERRERETLPGHIZEEE
ENE - BEAREBMER  BEFEMISNE
BRMERERTT -

ZREE

2006F9 A + ANEE B E = H 7] WD AR IE
ERGEL —MEEREERE Bt A%
LATR B A R ¥ 104,320,0007T (FHE R 40748 1
110,793,0007t) W iEE 2B R ARMRINE AR
RENREZR]) 100% KB - WA ETT
f80.40/% 70 #17200,000,0000 B M {7+ W EE
RETRZICERE -

1 Chinese People Gas Holdings Company Limited Annual Report 2006-2007



Management Discussion and Analysis

The An Ran Project (Continued)

Fujian An Ran mainly engages in the sales and distribution of gas,
designing, construction and installation of gas pipelines. Fujian An
Ran has acquired a significant market presence in the natural gas
market in Fujian Province. The acquisition of Fujian An Ran has
significantly expanded the Group’s gas market and extended the
Group’s growing potential for future development. The energy
resources of Fujian Province are insufficient relative to its well
developed economy. The China National Offshore Oil Corporation and
Fujian Provincial Government jointly established LNG Terminal Project.
Starting from early 2009, LNG terminals established in Fujian Province
will import 2.6 million tones of LNG from Indonesia each year under
a contract with a term of 25 years. The import will increase to 5 million
tones upon the completion of the second phase of the project. Driven
by the rapid economic growth of Fujian Province and with the offshore
LNG from Indonesia becoming an onshore energy, LNG consumption
among residential users and commercial and industrial users will
increase rapidly. The robust increase in LNG demand will generate
abundant cash flow from the Group.

The Yan Bian Project

In November 2006, the Group set up Yan Bian Zhongmin Gas
Company Limited (“Yan Bian Zhongmin”), a wholly-owned company
with a registered capital of RMB 10,000,000 (approximately
HK$10,094,000), in the Yan Bian Korean National Autonomous Area
of Jilin Province and Yan Bian Zhongmin principally engages in the
sales of natural gas. Yan Bian Zhongmin will sell the natural gas which
sourced by Yan Bian Hua Xin in Yanji Basin to other local gas suppliers.
During the financial year, Yan Bian Zhongmin was still in the pre-
operation stage and no operation has been commenced. It is expected
that considerable revenue will be generated with the end of the pre-
operation stage and Yan Bian Hua Xin will start to extract natural gas.
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The Huaihua Supply Project

In December 2006, the Group established Huaihua Zhongmin
Petroleum Gas Supply Company Limited (“Supply Company”), a
wholly-owned company with a registered capital of RMB26,000,000
(approximately HK$26,244,000), in Hunan Province and the business
scope of which covered the purchase, transportation and sales of
LPG and related petrochemical products under the permitted scope
of the relevant policies. The purpose of establishing Supply Company
is to establish a transportation and distribution system for LPG in
order to secure the resources supply of Huaihua Zhongmin, the
Yunnan project and the Guizhou project (as set out below). The
company owned 38 LPG rail carriages and leased certain other
vehicles and such arrangement secured the gas supplies for various

LPG project companies of the Group.

The Yunnan Project

In December 2006, the Group established Yunnan Zhongmin Gas
Company Limited (“Yunnan Zhongmin”) in Kunming City of Yunnan
Province. Yunnan Zhong Min had a registered capital of RMB
7,560,000 (approximately HK$7,631,000). Yunnan Zhongmin is
principally engaged in the storage and transportation, wholesale and
retail of LPG in Yunnan Province. Yunnan Zhongmin commenced its
operation in January 2007 and its business covered the LPG retail
business in Kunming City and the wholesale of gas in other cities in
Yunnan Province. Yunnan Zhongmin’s business enjoyed excellent
market prospects.

RICEHER

20065127 » AEERMEEBIETRILIBE
REBEPRABREHFEBERAR (EHA
all) - EMEARARE26,000,0007T (FHERL
B 1626,244,0007T) - KEBER/BEABRKL
HRAFBEAEBOCERNRE - EHMN
HE - BIHARINKILERT BRI A
RONEBEZER  RERCPRERER &
MIEE (AT MEBERME - REEARIER
EERES3eH  WHETHMOEMEE - 7
DRETAREZRIERARRRHRR

ZMEA

2006412 - AREREHERATRERY
TEERMAERAR (EWFR]) - EFHF
RIE M & A AR #7,660,0007T (& R 4035 5
7,631,0007%) - EBERWARFRILEBALD
BB - HCHERTWER - B RR20074 1A
BEREH - HEBREAARATOLPCE.
EHNENEHE LT OMARE RS
$BARRS - TIHEM -

Chinese People Gas Holdings Company Limited Annual Report 2006-2007



Management Discussion and Analysis

The Guizhou Project

In January 2007, the Group set up Guizhou Zhongmin Gas Company
Limited (“Guizhou Zhongmin”), a wholly-owned company with a
registered capital of RMB 18,000,000 (approximately
HK$18,169,000) in Guiyang City of Guizhou Province. Guizhou
Zhongmin is principally engaged in the storage and transportation,
wholesale and retail of LPG in Guizhou Province. Guizhou Zhong Min
owned large-scale LPG cylinders with a volume of 5,000 cubic meters
and its business scope included the LPG retail business in Guiyang
City and the wholesale of gas in other cities in Guizhou Province.
Guizhou Zhong Min was still in the pre-operation stage during this

financial year and no operation has been commenced.

FINANCIAL REVIEW

Gross Profit Margin

In 2007, the overall gross profit margin from continuing operations of
the Group was 33.0%, representing a decrease of 23.3% as compared
with the corresponding period last year. The decrease of gross profit
margin was mainly attributable to the change in income structure of
the Group. Since the Group was committed to enhance the gas
utilization rate, the income from sales of gas has increased
substantially from 39.5% of last year to 65.9% and the connection
fees has decreased substantially from 59.7% of last year to 34.0%.
The income from sales of piped gas and the connection fees have
increased as compared with last year. However, the profit margin of
connection fees was higher than that of sales of piped gas, and the
resultant change in income structure of the Group has led to a decline
in gross profit margin before the income structure has become
relatively stable. It also reflected the further optimisation of the Group’s
income structure from shifting the reliance on one-off connection
fees to the sales of gas which would generate long-term and stable

income.
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Liquidity and Capital Resources

As at 31 March 2007, the Group had total assets of HK$1,436,863,000
and current liabilities, long term liabilities, shareholders’ equity and
minority interests of HK$357,988,000, HK$509,321,000,
HK$503,521,000 and HK$66,033,000 respectively.

As at 31 March 2007, the Group’s cash in hand and total borrowings
were approximately HK$184,031,000 (2006: approximately
HK$132,986,000) and approximately HK$643,374,000 (2006:
approximately HK$164,859,000) respectively. The debt-to-
capitalization ratio, representing the ratio of total borrowings to equity
(excluding minority interests) was 56.1% (2006: 37.7%).

On 7 September 2005, the Company entered into an agreement
whereby the Company issued US$20,000,000 (equivalent to
approximately HK$156,000,000) 2 per cent convertible notes due in
2008 to Equator View Capital, an independent third party and is
indirectly owned as to 49% by Oasis Management Holdings LLC, an
international investment fund. For the year ended 31 March 2007,
convertible notes with an amount of HK$116,700,000 have been
converted into 357,968,998 ordinary shares of the Company.
Subsequent to the balance sheet date, convertible notes with an
amount of HK$19,450,000 have been further converted into
56,655,985 ordinary shares of the Company while convertible notes
with an amount of HK$19,450,000 remained outstanding. If the
outstanding convertible notes were fully converted into shares,
approximately 56,000,000 ordinary shares of the Company will be
issued, representing 1.55% of the issued share capital of the Company
as at 31 March 2007.
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Liquidity and Capital Resources (Continued)

On 30 May 2006, the Company has entered into a subscription
agreement (the “Subscription Agreement”) with Indopark Holdings
Limited, an indirectly wholly owned subsidiary of Merrill Lynch with
respect to the issue of US$40,000,000 (equivalent to approximately
HK$310,000,000) 2% convertible bonds due in 2009. Pursuant to
the terms of the Subscription Agreement, the convertible notes can
be convertible into Shares at a conversion price of HK$0.60 per share
(subject to adjustment). Unless previously redeemed, converted or
purchased and cancelled, the convertible notes shall be redeemed
by the Company at 106% of their principal amount at the third
anniversary of the issue date. The convertible notes carried interest
from the issue date at the rate of 2% per annum of the principal
amount of the convertible notes. The convertible notes were issued
on 15 June 2006, providing the Group more funds for new project
development and further broadening its strategic investor base. The
issue also manifested the full recognition from international prestigious
investment banks of the Group’s results after the business
transformation and their confidence in the Group’s future
development. For the year ended 31 March 2007, Indopark Holdings
Limited has not converted any convertible notes into the ordinary
shares of the Company. However, subsequent to the balance sheet
date, convertible notes with an amount of HK$77,500,000 have been
converted into 129,166,666 ordinary shares of the Company and
convertible notes with an amount of HK$232,500,000 remained
outstanding. If the outstanding convertible notes were fully converted
into shares, approximately 387,000,000 ordinary shares of the
Company will be issued, representing 10.69% of the issued share
capital of the Company as at 31 March 2007.

Borrowings Structure

As at 31 March 2007, the total borrowings of the Group was
HK$643,374,000 (2006: approximately HK$164,859,000), which
included interest-bearing convertible notes with a fair value of
HK$410,974,000 and domestic bank loans denominated in Renminbi
of the project companies. Other than the convertible notes with fixed
interest, other loans, which were used as normal working capital and
operation expenses, carried interest at a fixed rate or an interest rate
issued by the PBOC. Apart from the loans equivalent to approximately
HK$122,377,000 were pledged with certain assets with carrying value
of approximately HK$77,488,000, other loans were unsecured. Short-
term loans were approximately HK$106,238,000 while others were
long-term loans due after 1 year. For the details of capital
commitments and pledge of assets, please refer to notes 38 and 39
to the financial statements.
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Capital Structure

The Group’s long-term capital mainly comprises shareholders’ equity
which is confirmed by the sound gearing ratio as discussed in the

section “Liquidity and capital resources” above.
Exposure of Foreign Exchange

With all of the Group’s operations located in the PRC and substantially
all of its income and expenses were denominated in RMB, the Group
has no significant exposure to the fluctuation of foreign exchange
rate. The Group will closely monitor the market interest rates and

make appropriate adjustments when necessary.
Capital Commitments

As at 31 March 2007, the Group’s capital commitment amounted to
approximately HK$323,609,000, mainly attributable to the major
engineering works for the Fujian LNG terminals project as discussed
above.

Contingent Liabilities

As at 31 March 2007, the Group had no material contingent liabilities.

POST BALANCE SHEET DATE EVENTS

Subsequent to the balance sheet date, the Group has not had any
substantial event. For the details, please refer to note 40 to the
consolidated financial statements.

EMPLOYEES

As at 31 March 2007, the Group had 906 employees, of which 4
were based in Hong Kong and the remaining were based in Mainland
China. The remuneration policy and package of the Group’s employees
are reviewed and approved by the directors after consulting the
Remuneration Committee. Apart from pension funds, individual
Smployees may be granted discretionary bonus and share options as
rds for their outstanding performance. The Group may provide
tM\nTﬁg for our employees when necessary.

2

AEBERPEABERRERS  ELEXRPE

S RENER| STtz ERERNGEL K&
BHER -
HMNEE B BE

HRASRENMBREEETE - B8R0 K
ANEZHUARE BT - FTAYL EEHEKRI
ERBER - AEESHMISHNNREDLIEL
ERER EAERERFLEZNHE -

BAERE

R20079F3H31H @ AEBEKE RAFELNBE
323,609,0007T © £ E A il t8 = LNGE W18
BERMEETIE-

FREE

R20074F3H31H » AEEWEEARAREE °

n\l:l % H 1&%15

REER®R  AEBYVEEMNEANEE  #F15
FLERAMBRRMEEL0 -

200743 A31H + AEBEHBF06REE - H
FARENES - HRERPEARE - XEEE
BB REARGBERERTEHLATNEE
SHREZLIOE c REBAKREI - EREE A
TEFRIA W & R 2 B IB 1E AT & B8 AR A DA E
BE - MBFTE  AEEEAESRHEEI -

Chinese People Gas Holdings Company Limited Annual Report 2006-2007



Management Discussion and Analysis

BEEFNWR DN

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the period

under review.
PROSPECTS

Gas Supply Business

It is expected that the economy of the PRC will sustain continuous,
rapid and healthy development during the “11th-Five Year Plan”
period. As the city gas is monopolistic in nature, its market is relatively
stable in the long run. The rapid growth in economy will continue to
promote long-term and strong growth in energy consumption,
particularly clean energy. With the constant rise in the level of
industrialisation and urbanisation in the PRC, the prospects of the
city piped gas business will be encouraging. Following the increase
in the number of new projects undertaken by the Group and the
continuous increase in the level of industrialisation and urbanisation
in the regions in which the Group operates, the connection and sales
of piped gas will continue to grow.

As natural gas resources are relatively sconced in Yunnan, Guizhou
and the western region of Hunan, bottled LPG will become a long-
term option available for household customers for a certain period.
As a result, the number of users of bottled LPG will be stable and the
market prospect is promising. The development of LPG will be
benefited with the Group’s edges in storage, delivery, wholesaling and
retailing services of LPG in the afore mentioned regions of the PRC

and the Group’s solid relationship with upstream gas suppliers.
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Lottery Business

Since the official launch of lottery in 1987 in the PRC, the sales of
lottery has been increased by more than 1,000 times over the past
20 years and the sales volume of which has climbed to the leading
level in the world. In 2006, the sales volume of the lottery market in
the PRC amounted to RMB&1.8 billion, representing an increase of
14% as compared with the sales volume in 2005. The sales of lottery
in the PRC has scaled a new height, of which the sales of welfare
lottery in aggregate accounted for RMB49.56 billion, representing
61% of the lottery market in the PRC and a growth of over 20%. As
the continuous economic development in the PRC has stimulated
the growth in per capital income and the consumption power of the
domestic residents, the directors are of the view that the lottery market
in the PRC will sustain its continual and rapid development. Upon
the launch of supply of video lottery system and equipment after the
approval has be acquired, the business will bring promising return
and sufficient cash flow to the Group.

Looking ahead, the Group will expand into industries with relatively
higher entry requirements as well as abundant revenue and cash
return, such as the lottery industry, after sustaining stable development
in our gas business in order to strive for better profit and return for
our shareholders and to develop the Group into a conglomerate. In
line with the Group’s development strategy, a special resolution will
be proposed by the board of directors at the forthcoming annual
general meeting to change the Company’s name to “Chinese People
Holdings Company Limited”.

Dr. Mo Shikang

Managing and Executive Director

Beijing, 27 July 2007
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EXECUTIVE DIRECTORS

Mr. Xu Ruixin, aged 66, is the Honourable Chairman of the Board
and an Executive Director of the Company. Mr. Xu is currently the
Chairman of the China Association of Social Workers. He had been a
Vice Minister of the Ministry of Civil Affairs of the People’s Republic
of China and a member of the Ministry’s Party Organisation
Department. He joined the Company on 11 April 2005.

Mr. Liu Jing, aged 47, is the Chairman of the Board and an Executive
Director of the Company. Mr. Liu holds an international Executive
MBA degree from the Peking University. He is currently the Chairman
of the Zhongmin group, Publisher of China Philanthropy Times (/A z F&
#R), a Vice President of the China Association of Social Worker, the
Standing Vice Chairman of the China Committee of Corporate
Citizenship and the Vice Chairman of Lottery Committee. Mr. Liu has
been working in the Ministry of Civil Affairs of the People’s Republic
of China over 26 years, during which he held duties in various
departments, including the General Office, the City Welfare
Department, Central and Public Welfare Department (FR 42 A &), the
Government Offices Administration, and the Press Department. He
has over 16 years experience in operational management, of which
over 12 years involving in top management for big enterprises. Mr.
Liu has substantial experience in investment, media, sales and
marketing, import and export trade, real estate development, project
management and tourism. He joined the Company on 11 April 2005.

Dr. Mo Shikang, aged 49, is the Managing Director and an Executive
Director of the Company. Dr. Mo is also a member of the remuneration
committee of the Company. He holds a Bachelor degree in Sciences
from Tianjin Education University, a Master degree in Economics from
Tianjin University of Finance & Economics and a Doctor degree in
Economics from Nankai University. Dr. Mo has substantial experience
in the development and management of natural gas projects in the
PRC. He joined the Company on 30 April 2004. Dr. Mo is also the
chairman of the board of Beijing Zhongmin Gas Co., Ltd. Gt R E
MRRAEBR A A]), a wholly-owned subsidiary of the Company.
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Biography of Directors
EECER

EXECUTIVE DIRECTORS (Continued)

Mr. Zhu Peifeng, aged 50, is a Deputy Chairman of the Board and an
Executive Director of the Company. Mr. Zhu holds a Bachelor degree
from Shanghai Maritime University, and a Master degree from Tongji
University in Shanghai. He had worked as General Manager of the
Shenzhen branch of Guotai Securities Company Limited, General
Manager of the international business headquarter of Guotai Junan
Securities Company Limited, General Manager of the institutional
customer services headquarter of Guotai Junan Securities Company
Limited, Executive Director of Guotai Junan Financial Holdings
Company Limited, Director of Guotai Junan Securities (Hong Kong)
Company Limited, Director of Guotai Junan Assets Management (Asia)
Limited, and Chairman of the Board of Harvest China Equities
Investment Company Limited. Mr. Zhu joined the financial securities
industry in 1992 and has worked over 10 years for Bank of
Communications, Guotai Securities Company Limited and Guotai
Junan Securities Company Limited. He has extensive practical
experience in the capital markets of Mainland China and Hong Kong.
He joined the Company on 21 March 2005.

Mr. Zhang Hesheng, aged 53, is a Deputy Chairman of the Board
and an Executive Director of the Company. He is also the chairman
of the remuneration committee of the Company. Mr. Zhang holds a
MBA degree from the Latrobe University in Australia. He joined the
emerging financial securities industry in China in late 1980s, and
had engaged in the top management position in the areas of securities
and financial investment, securities brokerages, investment banking,
financial research and analysis for various companies such as Wanguo
Holdings Limited, Guotai Securities Company Limited and Guotai
Junan Securities Company Limited. Mr. Zhang has extensive
experience in the financial industry and substantial working
experience in the financial capital market. He joined the Company
on 21 March 2005.
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Biography of Directors
EECER

EXECUTIVE DIRECTORS (Continued)

Mr. Jin Song, aged 35, is an Executive Director of the Company. Mr.
Jin holds a MBA degree from Oklahoma City University, U.S.. He had
engaged in marketing and project management for Shenzhen Huawei
Technologies Co., Ltd., and had worked for years in investment
banking business for Guangzhou Security Company Limited and
Huatai Securities Co., Ltd. He is currently a Director and a President
of Beijing Zhong Min Gas Co., Ltd. and is responsible for the
investment and merger and acquisition businesses. Mr. Jin has
substantial experience in investment banking as well as merging and
acquisition of gas enterprises in the PRC. He joined the Company on
11 April 2005.

Mr. Wong Ching, aged 42, is an Executive Director of the Company.
Mr. Wong was graduated from Department of Automation, Tsinghua
University. He had participated in the establishment of various
enterprises and has extensive experience in business operation and
management, trading, financing and related markets. He was the
deputy chief executive officer of Beijing Zhong Zheng Hai Financial
Consultancy Company Limited (3t ;= R BUE IR & BRI A R 2 7)) and
chief executive officer of Beijing Xin You Shi Tong Financial
Consultancy Company Limited Jt Rz B BREBEM AR A EF) .
Mr. Wong had established jointly with foreign leading financial
institutions including UBS Warburg and venture capital funds (“Rui
Zhong Venture Capital Investment Seminar”), and acted as the PRC
consultant of various foreign investment institutions. Mr. Wong had
also joined Dreamer d3y Group (2485 d3y£ &) with experience in
network industry, and established China Business Joint Networking
Development (Beijing) Company Limited (Ff ig i & A4 3 & (b )
BFRAR]), drawing into venture capital funds and joined with China
General Chamber of Commerce (7 B 78 %54 ) in establishing
CNBBCC (R EIE#EA4) . Mr. Wong has been the executive
director, chief executive officer of U.S. Fantasy Entertainment Group
Company (EBIEZ)IR44EE A RF)), as well as the executive director
and chief executive officer of U.S. Fantasy Entertainment Company
in Shanghai, Guangzhou, Chengdu and Wuhan (EE £ Z)44E -5 -
B~ B - BUEARD, in which he was responsible for investment
and management of U.S. companies in PRC, focusing on large-scale
chained theme park entertaining industry. He joined the Company
on 23 December 2006.
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Biography of Directors
EECER

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Junmin, aged 57, is an Independent Non-executive Director
of the Company. He is also a member of the audit committee and
remuneration committee of the Company. He holds a Bachelor degree,
a Master degree and a PhD degree in Economics from Nankai
University. He is currently a Professor of the School of Economics of
Nankai University, a Director of the Virtual Economics & Management
Research Center of Nankai University, the President of the Tianjin
branch of China Foreign Economics Research Association (FF Z4h &
#EEAZE € ), a member of the Tianjin Academic Degree Committee
as well as Independent Director of Tianjin Faw Xiali Automobile Co.
Ltd. He was awarded the “Sun Yefang Economics Prize ([ )& 35 48 7%
E4%]) . He joined the Company on 11 April 2005 and has entered
into a service contract with the Company for three years.

Mr. Tan Qinglian, aged 69, is an Independent Non-executive Director
of the Company. He is also a member of the audit committee and
remuneration committee of the Company. He is the Member of the
10th National Committee of the Chinese People’s Political Consultative
Conference and President of China Civil Engineering Society. He was
the Vice Minister of the Ministry of Construction of the People’s
Republic of China. He joined the Company on 11 April 2005 and has
entered into a service contract with the Company for three years.

Mr. Sin Ka Man, aged 40, is an Independent Non-executive Director
of the Company and also the Chairman and a member of the audit
committee and remuneration committee respectively. Mr. Sin has over
16 years of professional experience in auditing, accounting and
financial management for both private and listed corporations. Mr.
Sin is an associate member of The Hong Kong Institute of Certified
Public Accountants, a fellow member of The Association of Chartered
Certified Accountants and a certified practising accountant of the
CPA Australia. Mr. Sin is currently an Assistant General Manager who
is responsible for the accounting and financial management of China
Velocity Group Limited, a company listed on the Main Board of the
The Stock Exchange of Hong Kong Limited. Mr. Sin holds a Bachelor
degree in Social Sciences from the University of Hong Kong, a Master
degree in Finance from the University of Strathclyde, the United
Kingdom and a Master degree in accounting from Curtin University
of Technology, Australia. Mr. Sin is an independent non-executive
director of Sino Haijing Holdings Limited and was an independent
non-executive director of China Leason Investment Group Co., Limited,

#\’h companies listed on Growth Enterprise Market. He joined the
) OQQ‘lpany on 23 December 2006.
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Report of the Directors

EEEHRE

The board of Directors (the “Directors”) present their report and the
audited financial statements of the Group for the year ended 31 March
2007.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The Group is
principally engaged in the supply of gas and gas pipeline connection
business and properties holding and investment and supply of video
lottery system and equipment in the PRC. The principal activities of
its subsidiaries are set out in note 43 to the consolidated financial
statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2007 are set

out in the consolidated income statement on page 60.

The directors do not recommend the payment of a final dividend for
the year ended 31 March 2007 (2006: nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the year in the property, plant and
equipment of the Group are set out in note 16 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements during the year in the share capital of the
Company are set out in note 30 to the consolidated financial
statements.

RESERVES

Details of movements in the reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 63.
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Report of the Directors

ESEE®RE

DISTRIBUTABLE RESERVES

As at 31 March 2007, the Company did not have any distributable

reserve.

DIRECTORS

The directors of the Company during the year and up to the date of

this report were:
Executive directors:

Xu Ruixin (Honourable Chairman)
Liu Jing (Chairman)
Mo Shikang (Managing Director)
Zhang Hesheng (Deputy Chairman)
Zhu Peifeng (Deputy Chairman)
Jin Song
Wong Ching

(appointed on 23 December 2006)
Yan Wing Cheung

(resigned on 23 December 2006)

Independent non-executive directors:

Liu Junmin
Tan Qinglian
Sin Ka Man
(appointed on 23 December 2006)
Wong Shing Kay, Oliver
(resigned on 3 October 2006)
Chan Chuk Cheung, Ivan
(appointed on 3 October 2006 and resigned
on 23 December 2006)
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Report of the Directors

EEEHRE

DIRECTORS (Continued)

In accordance with Bye-Law 99 of the Company’s Bye-Laws, Mr. Xu
Ruixin, Mr. Liu Jing and Mr. Jin Song will retire by rotation at the
forthcoming annual general meeting and, being eligible, Mr. Xu Ruixin,
Mr. Liu Jing and Mr. Jin Song will offer themselves for re-election at
the forthcoming annual general meeting.

Besides, Mr. Wong Ching and Mr. Sin Ka Man who were appointed as
Executive Director and Independent Non-executive Director of the
Company respectively during the year 2006, will retire at the
forthcoming annual general meeting, and being eligible, will offer
theselves for re-election at the forthcoming annual general meeting
pursuant to the Bye-Law 102(B) of the Company’s Bye-Laws.

BIOGRAPHY OF DIRECTORS
Biography of Directors are set out on pages 23 to 26.

DIRECTORS’ SERVICE CONTRACTS

No proposed director for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the
Company within one year without payment of compensation, other

than statutory compensation.
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Report of the Directors

ESEE®RE

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 March 2007, the interests of the directors and their associates
in the shares, underlying shares and debentures of the Company or
its associated corporations within the meaning of Part XV of the
Securities Future Ordinance (the “SFQ”), as recorded in the register
required to be kept by the Company pursuant to Section 352 of SFO,
or as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies
(the “Mode Code”), were as follows:

Issued shares of the Company

EERKRG HEROKREZZ
R

200793 A318 @ REFESH KEEFEHIFE352
BARRFE ZELMATRSE  skiREETA
RIEFETHERR D 2RETA ([ZESFR)
BANERRRREBHERSHAR AR ([H#
RAET])  EAEERBEZHEATHRART
S HBE DR ZRG - ABERG RESFTEFE
H R HEEGEH (TEFH SR EXVEBFTMR 2
BT

RABERITRG

Approximate
percentage of

the Company’s
issued share capital

¥ NN
Name Capacity Number of shares ERTRA
Eg 5% BHBEE ZEHAB I
Dr. Mo Shikang (“Dr. Mo") Through controlled corporations 1,000,798,538 27.65%
St EiET (TEEL]) (Note 1 and 2)
BBATIESIAREE
(Hax1 k2)
Asian Allied Limited Through a controlled corporation 1,000,798,538 27.65%
(“Asian Allied”) (Note 1)
BB AREES
(HfaE1)
Super Win Development Beneficial owner 1,000,798,538 27.65%

Limited (“Super Win") Em#EE A

Notes:

1. Asian Allied is interested in the same block of 1,000,798,538 shares
registered under the name of Super Win, its wholly-owned subsidiary.

2. Dr. Mo is the beneficial owner of 42.75% of the issued share capital of

sian Allied. Pursuant to the provisions of Part XV of the SFO, Dr. Mo is

~ deemed to be interested in the same block of 1,000,798,538 shares in
which Asian Allied has an attributable interest.

i -

1. Asian AlliedALASuper Win (E 2B B A E]) 2
H#EE R 2R —#1,000,798,538 8% 15 F B
WS o

2.  Biff+t AAsian AlliedZ B 1T AR42.75%
ZEHBEBA - RIBEFES KEAEEMEXVE
E 118 AR Asian Allied (5 Az 2 B —it
1,000,798,538 & n P A iz o
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Report of the Directors

EEEHRE

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

All the interests disclosed above represent long positions in the shares
of the Company.

Save as disclosed above, none of the directors nor their associates
had any interests or short positions in any shares, underlying shares
or debenture of the Company or any of its associated corporations as
at 31 March 2007 which had been entered in the register kept by the
Company pursuant to Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTOR’S RIGHT TO ACQUIRE SHARES
OR DEBENTURES

As at 31 March 2007, the number of outstanding option shares
granted by the Company under the 1997 Share Option Scheme and
2006 Share Option Scheme to the Directors to subscribe for shares
of the Company, as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code is set out in the
section head “Share Options” of this report.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

At no time during the year was the Company, any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other

body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Other than as disclosed in note 35 to the consolidated financial
statements, there are no contracts of significance to which the Company,
any of its subsidiaries or fellow subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year.
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Report of the Directors

ESEE®RE

SUBSTANTIAL SHAREHOLDERS FERR

As at 31 March 2007, according to the register maintained by the M20073H318 - IRBAARIZEF KGR
Company pursuant to Section 336 of the SFO, the following persons PIZE336MKFTFE 2 Bt - MTALTERESHE
were, directly or indirectly, beneficially interested in 5% or more of EWERBEARA D ETRARBERD 2

the issued share capital and underlying shares of the Company. 5% A RS
Number of

underlying shares Percentage of

(under equity the Company’s

derivatives of issued

the Company) share capital

Number of HEROEE Aggregate E NG|

Name of shareholder Capacity and nature of interest shares held (KATRA interest  BETRA

REER SO RERNE BERAEAE fTETIAET) R Bl

Super Win Directly beneficially owned 1,000,798,538 - 1,000,798,538 27.65%

HRERES
Asian Allied Through a controlled corporation 1,000,798,538 - 1,000,798,538 27.65%
BRMEGDREE

Dr. Mo Through controlled corporations 1,000,798,538 2,600,000 1,003,398,538 27.72%

BiEL BBAEGIRAREE

Merrill Lynch & Co., Inc Through controlled corporations (Note) 3,586,000 522,943,147 526,529,147 14.54%

(“Merrill Lynch”) BBAEHIRAEE (W)
Indopark Holdings Ltd. Directly beneficially owned (Note) - 522,943,147 522,943,147 14.45%
(“Indopark”) ERELERE (K1)

Note: Indopark entered into a subscription agreement with the BtaE - Indopark# 200645 A30H B4 A &) 7] 32
Company on 30 May 2006 to subscribe for US$40,000,000 REWE - 842 FRE40,000,0005
convertible notes (“Convertible notes”) from the Company. The T2 AR ER ([AT R ZERE]) - AT
Convertible notes were issued to Indopark on 15 June 2006 and R = ER20066F6 A15B %17 F
can be converted into shares of the Company from 15 December Indopark + B20064 12 A 15 H #& A] # %
2006. By virtue of Indopark being an indirect wholly-owned RARNTRG o BRIndoparkJyMerrill
subsidiary of Merrill Lynch. Merrill Lynch is deemed to be Lynchz @# 2 & W B 2R - Merrill
interested in the 522,943,147 underlying shares of the Company Lynch# & A # B Indopark#H & 2
held by Indopark. 522,943,147 A& R FERERR (2 #E 25 -

AEWE BRI RARB RN T Z 4

o

All the interests disclosed under this section represent long positions

mp %

in the shares of the Company.

-
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Report of the Directors

EEEHRE

SUBSTANTIAL SHAREHOLDERS (Continued)

Other than as disclosed above, as at 31 March 2007, the Company
has not been notified of any other relevant interests and short positions
in the issued share capital and underlying shares of the Company
which had been recorded in the register required to be kept under
Section 336 of the SFO.

SHARE OPTION SCHEME

On 3 October 2006, the shareholders of the Company approved the
termination (to the effect that no further options shall be offered) of
the share option scheme adopted by the Company on 4 April 1997
(the “1997 Share Option Scheme”) and the adoption of a new share
option scheme on 3 October 2006 (the “2006 Share Option Scheme”).

As at 31 March 2007, a total of 123,200,000 option shares were
outstanding which comprised 67,200,000 option shares and
56,000,000 option shares granted under the 1997 Share Option
Scheme and the 2006 Share Option Scheme respectively.

The following is a summary of the principal terms of these two share
option schemes (for the 1997 Share Option Scheme, only those terms
applying to the outstanding option shares are set out).

(i) 1997 Share Option Scheme

The Company operates the 1997 Share Option Scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the option scheme include
full-time employees (including executive directors) of the Group.
The option scheme became effective on 4 April 1997 and, unless
otherwise amended or altered, will remain in force for 10 years
from that date.

The exercise period of the share options granted is determinable
by the directors, and commences after a certain vesting period
and ends on a date which is not later than three years from the
date of the offer of the share options or the expiry date of the
1997 Share Option Scheme, if earlier. The amount paid on
acceptance of an option was HK$1.
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SHARE OPTION SCHEME (Continued)

(i)

(ii)

1997 Share Option Scheme (Continued)

The exercise price of the share options is determinable by the
directors at their discretion and will be the higher of a price
being not less than 80% of the average of the closing price of
the shares on the Stock Exchange for the five trading days
immediately preceding the offer date, and the nominal value of
the shares of the Company.

The 1997 Share Option Scheme was terminated on 3 October
2006 such that thereafter no further options should be offered
but the options which had been granted during its life should
continue to be valid and exercisable in accordance with their
terms of issue and in all other respects its provisions should
remain in full force and effect.

2006 Share Option Scheme

The purpose of 2006 Share Option Scheme is to provide
incentives to the executives, employees, directors (including
non-executive directors and independent non-executive
directors), consultants, advisers and/or agents of the Group to
contribute to the Group, to enable the Group to recruit and retain
quality employees to serve the Group on a long-term basis and
to attract human resources that are valuable to the Group.
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SHARE OPTION SCHEME (Continued)

(ii)

2006 Share Option Scheme (Continued)

The maximum number of shares of the Company which may
be issued upon exercise of all options to be granted under the
2006 Share Option Scheme (and under any other scheme of
the Company) shall not in aggregate exceed 10% of the shares
in issue as at the date of the adoption of the 2006 Share Option
Scheme (the “Scheme Mandate Limit”) provided that the
Company may at any time as the Board of Directors of the
Company may think fit seek approval from its shareholders to
refresh the Scheme Mandate Limit, save that the maximum
number of Shares which may be issued upon exercise of all
options to be granted under the 2006 Share Option Scheme
(and under any other scheme of the Company) shall not exceed
10% of the shares in issue as at the date of approval by the
shareholders of the Company in general meeting where such
limit is refreshed. Options previously granted under the 2006
Share Option Scheme and any other scheme of the Company
(including those outstanding, cancelled, and lapsed in
accordance with the terms of the 2006 Share Option Scheme
or any other scheme of the Company or exercised options under
the said schemes) shall not be counted for the purpose of
calculating the limit as refreshed. Notwithstanding aforesaid in
this paragraph, the maximum number of shares which may be
issued upon exercise of all outstanding options granted and yet
to be exercised under the 2006 Share Option Scheme (and
under any other scheme of the Company) shall not exceed 30%
of the shares in issue from time to time. As at 31 March 2007,
a total of 247,675,994 Shares (representing approximately
6.84% of the existing issued share capital of the Company) are
available for issue under the 2006 Share Option Scheme.
Subsequent to the balance sheet date, an addition of
232,152,000 share options had been granted and a total of
288,152,000 are outstanding under the 2006 Share Option
Scheme at the date of this report. The maximum entitlement of
each participant under the 2006 Share Option Scheme is 1%
of the Shares in issue from time to time.
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SHARE OPTION SCHEME (Continued)

(ii)

2006 Share Option Scheme (Continued)

No amount is payable on acceptance of an offer to grant an
option to subscribe for the shares of the Company granted
pursuant to the 2006 Share Option Scheme (the “Offer”). The
2006 Share Option Scheme may be exercised at any time for a
period of ten years commencing after a period of six months
from the date of acceptance of the Offer, subject to the
conditions imposed by the Board.

The subscription price in respect of any particular option under
the 2006 Share Option Scheme shall be such price as the Board
may in its absolute discretion determine at the time of grant of
the relevant option but the subscription price shall not be less
than whichever is the highest of (a) the nominal value of a share;
(b) the closing price of the share as stated in the Stock
Exchange’s daily quotations sheet on the date of the Board
resolution approving the grant of options; (c) the average of the
closing prices of the share as stated in the Stock Exchange’s
daily quotations sheet for the five business days immediately
preceding the date of the Board resolution approving the grant
of options.

The 2006 Share Option Scheme will expire on 2 October 2016.
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SHARE OPTION SCHEME (Continued) BRESTSE (8

The following tables disclose details of movements of the 1997 Share BIEEMARREL7.0716 - TEREEREE (B1E
Option Scheme held by employees (including directors) during the BE)NEZE200743A31H IEFERTE 19974
year ended 31 March 2007 in accordance with rule 17.07 of the REARERT 8 2 B B)RTIF

Listing Rules:

Exercise Exercise

Name Date of period of price of
or category Granted Exercise grant of share share share
of participant during during options options options
2HE As atR the year the year As atiR g BRE BRE
EBRER 01.04.2006 FREH FRTE 31.03.2007 EBREBH THEAE THEE
(Note 5) (Note 1) (Note 2)
(Ft&E5) (Frat1) (Hrat2)

Directors
Bs
Liu Jing 26,000,000 - - 26,000,000 13.04.2005 12.10.2005 0.365
Ep to &

03.04.2007
Mo Shikang 2,600,000 - - 2,600,000 13.04.2005 12.10.2005 0.365
it to 2

03.04.2007
Zhu Peifeng 2,600,000 - 2,600,000 - 13.04.2005 12.10.2005 0.365
RIBRE to 2

03.04.2007
Zhang Hesheng 2,600,000 - - 2,600,000 13.04.2005 12.10.2005 0.365
A4 to &

03.04.2007

.ﬂ.
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SHARE OPTION SCHEME (Continued) BERRESTE (&)
Exercise Exercise
Name Date of period of price of
or category Granted Exercise grant of share share share
of participant during during options options options
BHE As at R the year the year As at R R B BB R
AN ER 01.04.2006 FARARHE FRTE 31.03.2007 BRERS TEHE TEE
(Note 5) (Note 1) (Note 2)
(ft7£5) (ftat1) (ft5t2)
Directors
BEx
Jin Song 26,000,000 — - 26,000,000 13.04.2005 12.10.2005 0.365
I to &
03.04.2007
Yan Wing 26,000,000 — 21,000,000 5,000,000 18.11.2005 17.05.2006 0.400
Cheung to &
(Note 3) 03.04.2007
oK HE
(Hiz£3)
Employee(s)
EE
In aggregate 5,000,000 - - 5,000,000 13.04.2005 12.10.2005 0.365
B to &
03.04.2007
Total 90,800,000 — 23,600,000 67,200,000
BE
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SHARE OPTION SCHEME (Continued) BIRERTSE (8
Notes: et -

1. The vesting period is six months from the date of acceptance of the 1. BEHRAEARLAHE6EA -
Offer.

2. The exercise price of the share options is subject to adjustment in the 2. BREZTEEXRNEEMHRSKETLRM
case of rights or bonus issues, or other similar changes in the Company’s EH Z AR AR E Az EhiEim ek & -
share capital.

3. Mr. Yan Wing Cheung resigned as executive director of the Company 3. HEKFESAER2006F 12 A23HBHEA QG ZH

on 23 December 2006. TESE -
4. During the year, no option shares were granted/granted the adjustment, 4. FRBEBREREIO7FEREASEE
cancelled or lapsed under the 1997 Share Option Scheme. BEHE AR AR -

5. Subsequent to the balance sheet date, 67,200,000 share options had 5. MEEH% 67,200,000 EREETTEKE
been exercised and converted into the Company’s ordinary shares. BARRR 2 LM -

The following tables disclose details of movements of the 2006 Share RIELEMHANEL7.074 - TREZEES (B
Option Scheme held by employees (including directors, if any) during % WA) REIE2007F3A31 8 IEFETHE
the year ended 31 March 2007 in accordance with rule 17.07 of the 2006 B AR T &l 2 BB IS ¢

Listing Rules:—

Exercise Exercise

Name Date of period of price of
or category Granted Exercise grant of share share share
of participant during during options options options
SHE As at A the year the year As at A & BRE KRR
BRIER 01.04.2006 FRRE FRITE 31.03.2007 BREDS TS TEE
(Note 1) (Note 2)
(Ktet1) (Hiat2)
Consultants — 56,000,000 - 56,000,000 11.10.2006 11.04.2007 0.385

B e

10.04.2010

— 56,000,000 - 56,000,000
=

A
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SHARE OPTION SCHEME (Continued)

Notes:

(1)  The vesting period is six months from the date of acceptance of the
Offer.

(2)  The exercise price of the share options is subject to adjustment in the
case of rights or bonus issues, or other similar changes in the Company’s
share capital.

(3)  During the year, no option shares were cancelled or lapsed under the
2006 Share Option Scheme.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, sales to the Group’s five largest customers accounted
for approximately 16.4% of the total sales for the year, and sales to
the largest customer included therein amounted to approximately
6.4%. Purchases from the Group’s five largest suppliers accounted
for approximately 66.4% of the total purchases for the year, and
purchases from the largest supplier included therein amounted to
approximately 40.5%.

None of the directors of the Company, or any of their associates or any
other shareholders, which, to the best knowledge of the directors, owns
more than 5% of the Company’s issued share capital, had any beneficial
interest in the Group’s five largest customers or suppliers.
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EEEHRE

COMPETITION AND CONFLICTS OF
INTERESTS

None of the directors or substantial shareholders of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group or has any
other conflict of interests with the Group.

EMOLUMENT POLICY

The emolument policy regarding the employees of the Group is set
up by the Remuneration Committee and is based on their merit,

qualifications and competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics. No director,
or any of his associates, and executive is involved in dealing his own
remuneration.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme is set out in
note 31 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Bye-laws, or the laws of Bermuda which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.
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ESEE®RE

SUFFICIENCY OF PUBLIC FLOAT

Based on the publicly available information to the Company as at the
date of this report and to the best knowledge of the directors, the
Company has maintained a sufficient public float during the year as
required under the Listing Rules.

CORPORATE GOVERNANCE

Particulars of the Company’s corporate governance practices are set

out in the Corporate Governance Report on pages 44 to 57.

ANNUAL CONFIRMATION OF
INDEPENDENCE

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his/her independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive directors are independent.

POST BALANCE SHEET EVENTS

Details of significant post balance sheet events of the Group are set
out in note 40 to the consolidated financial statements.
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EEEHRE

AUDITORS

On 23 March 2005, Messrs. Ernst & Young, who acts as auditors for
the period from 1 April 2002 to 31 March 2004, resigned and Messrs.
Deloitte Touche Tohmatsu were appointed as auditors of the Company.

On 3 November 2006, Messrs Deloitte Touche Tohmatsu, who acts
as auditors for the period from 1 April 2004 to 31 March 2006,
resigned and Messrs. SHINEWING (HK) CPA Limited were appointed
as auditors of the Company.

The financial statements have been audited by SHINEWING (HK)
CPA Limited were appointed as the auditors of the Company to fill
the casual vacancy and to hold office until the Annual General
Meeting. Pursuant to section 89(3) of the Bermuda Companies Act
1981, a shareholder has given the Company a notice of intention to
nominate SHINEWING (HK) CPA Limited as the auditors of the
Company and an ordinary resolution will be proposed at the
forthcoming annual general meeting accordingly.

On behalf of the Board

Dr. MO SHIKANG

Managing and Executive Director

Beijing, 27 July 2007
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Corporate Governance Report
TEERERE

CORPORATE GOVERNANCE STATEMENT

The Company is committed to a high standard of corporate governance
practices in enhancing the confidence of shareholders, investors,
employees, creditors and business partners and also the growth of
its business. The Company’s corporate governance practices are
based on the principles (“Principles”) and the code provisions (“Code
Provisions”) as set out in the Code on Corporate Governance Practices
(“CG Code”) contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) (“Listing Rules”). Code Provision A.4.1 stipulates
that non-executive director should be appointed for a specific term,
subject to re-election. Every director, including those appointed for a
specific term, should be subject to retirement by rotation at least
once every three year. In year of 2007, all independent non-executive
directors of the Company have entered into service contracts with
the Company for a specific term of three years. Thereafter, the
Company has complied with the Principles and Code Provisions. The
Company regularly reviews its corporate governance practices to
ensure that these continue to meet the requirements of the CG Code.

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES

The Company acknowledges the important role of its board of directors
(“Board”) in providing effective leadership and direction of the
Company towards its objectives and ensuring transparency and
accountability of all operations. The key corporate governance

principles and practices of the Company are summarised as follows:
THE BOARD
Responsibilities

The Company has a division of functions reserved to the Board and
delegated to the management. The Board provides leadership and
approves strategic policies and plans with a view to enhance
shareholders’ interests while the day-to-day operations of the Company
are delegated to the management. The Board reserves for its decisions
all major matters of the Company, including: the approval and
monitoring of all policy matters, overall strategies and budgets, internal
control and risk management systems, material transactions (in
particular those may involve conflict of interests), financial information,

pointment of directors and other significant financial and operational

m&%ers.
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TEERKRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)
Responsibilities (Continued)

Each executive director is delegated individual responsibility to oversee
and monitor the operations of a specific business unit and to
implement the strategies and polices set by the Board. As noted below,
the majority of the Audit Committee members and the Remuneration
Committee members are independent non-executive directors. This
structure ensures that the independence of views and opinions
expressed by the directors at the Audit Committee and the

Remuneration Committee meetings.

All directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary, with a view
to ensuring that Board procedures and all applicable rules and
regulations are followed. Each director may seek for independent
professional advice in appropriate circumstances at the Company’s
expense, upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the Managing director and the
management. The delegated functions and work tasks are periodically
reviewed. Approval has to be obtained from the Board prior to any
significant transactions entered into by the above mentioned officers.
In addition, the Board has also delegated various responsibilities to
the Remuneration Committee and the Audit Committee. Further details
of these committees are set out in this annual report.

The Board has the full support of the Managing director and the
management to discharge its responsibilities. The Board of directors
has four scheduled meetings a year and meets more frequently as
and when required. During the financial year ended 31 March 2007,
the Board held for meetings and the attendance record, on a named
basis, is set out in the table on page 49 of this annual report.
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THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)
Composition

The Board has in its composition a balance of skills and experience
necessary for independent decision making and fulfilling its business
needs.

The Board of the Company comprises the following directors:
Executive directors

Mr. Xu Ruixin (Honourable Chairman)

Mr. Liu Jing (Chairman)

Dr. Mo Shikang (Managing director)
(Member of Remuneration Committee)

Mr. Zhu Peifeng (Deputy Chairman)

Mr. Zhang Hesheng (Deputy Chairman)
(Chairman of Remuneration Committee)

Mr. Jin Song

Mr. Wong Ching

Independent non-executive directors

Mr. Liu Junmin

(Member of Remuneration Committee and Audit Committee)
Mr. Tan Qinglian

(Member of Remuneration Committee and Audit Committee)
Mr. Sin Ka Man, Kenneth

(Member of Remuneration Committee and

Chairman of Audit Committee)

The biography of each of the current directors are set out from pages
23 to 26 of this annual report, which demonstrate a diversity of skills,
expertise, experiences and qualifications. None of the members of
the Board is related to one another.

S

TECXERRARER &)

EEQIRBESZTERZEMER  ER
BIORKR K mEEHR R

ARBEFEHATESTMAEAR
BITES

IR R (RELE)
BIRELE (XFE)
BitRiE+ (BEFEKHE)
(FHZE&KE)
RIBRIEE (B /F)
RMAERE (FIEE)
(FHZREEEE)
AL
FRELE

BYFHITES

FHMREE
(FHMZEEREKZREMR)

EERAE
(FHMZEEREKZREMR)

R E
(FHMZREKERELCZEETE)

ERECEFZEFRENAFRFE23AEF26
H - BFRHSAES T EREE - EXEME
KEmEER EEERERUEMERRE-

4 Chinese People Gas Holdings Company Limited Annual Report 2006-2007



Corporate Governance Report
TEERKRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)

Independent non-executive directors (Continued)

During the year ended 31 March 2007, the Board at all times met
the requirements of the Listing Rules relating to the appointment of
at least three independent non-executive directors with at least one
independent non-executive director possessing appropriate
professional qualifications, or accounting or related financial
management expertise.

The Company has received respective written annual confirmation
from each independent non-executive director of his independence
pursuant to the requirements of the Listing Rules. The Company
considers all independent non-executive directors to be independent
in accordance with the independence guidelines set out in the Listing
Rules. Apart from their appointments as independent non-executive
directors, none of them has any form of services contract with the
Company or any of its subsidiaries.

The independent non-executive directors bring a wide range of
business and financial expertise, experiences and independent
judgement to the Board. Through active participation in Board
meetings, taking the lead in managing issues involving potential
conflict of interests and serving on Board committees, all independent
non-executive directors will scrutinize the performance of the
Company.
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TEERRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)
Appointment and Succession Planning of directors

The Company has established formal, considered and transparent
procedures for the appointment and succession planning of directors.
Formal service contract has been signed with each non-executive
director of the Company. Under the service contracts, the Non-
executive directors have been appointed for a period of three years.
Pursuant to the Company’s Bye-Laws, all directors appointed to fill a
casual vacancy should be subject to election by shareholders at the
first general meeting after their appointments and every director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

The Company has not established a nomination committee. New
directors are sought mainly through referral or internal promotion. In
evaluating whether an appropriate is suitable to act a director of the
Company, the Board will review the independence, experiences and
skills of the appointees as well as personal ethics, integrity and time
commitment of the appointee.

The Board recommended the re-appointment of the directors standing
for re-election at the forthcoming annual general meeting. The
Company’s circular dated 31 July 2007 contains the detailed
information of the directors standing for re-election.
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TRERKRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)
Training for directors

Each newly appointed director receives comprehensive, formal
induction to ensure that he/she has appropriate understanding of
the business and his/her responsibilities and obligations under the
Listing Rules and relevant regulatory requirements.

There are also arrangements in place for providing continuing briefing
and professional development to directors whenever necessary.

Board Meetings

During the year under review, four board meetings were held for
reviewing and approving financial and operating performance, and
considering and approving the overall strategies and policies of the
Company. The individual attendance records of each director at the
meeting(s) of the Board, the Audit Committee and the Remuneration
Committee during the year ended 31 March 2007 are set out below:—
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Attendance/Number of
Meetings entitled to attend

HER EBREHEZ2EEZ2HE
Audit Remuneration
Board Committee Committee
Name of director EENSE = EREES FMEES
Executive HITES
Xu Ruixin BRI 4/4 N/A “~iE F N/A “~ 3 F
Liu Jing e 4/4 N/A i F N/A T3 F
Mo Shikang Bt 4/4 N/A 7~ A 1/1
Zhu Peifeng KIEFR 4/4 N/A 738 A N/A 738 A
Zhang Hesheng SRANAE 4/4 N/A 7~ A 1/1
Jin Song EEUN 4/4 N/A 7~ A N/A N3 F
Wong Ching T 212 N/A i F N/A T3 F
Yan Wing Cheung (resigned) Hox e (BEEE) 2/2 N/A 7~ A N/A i@ A
Independent non-executive directors BIYFHTES
Liu Junmin IR 4/4 2/2 1/1
Tan Qinglian EELE 4/4 2/2 1/1
Sin Ka Man R 1/2 0/1 1/1
Chan Chuk Cheung, Ivan (resigned) BRATHF (B BFHE) N/A 7138 N/A 71 A N/A 73
Wong Shing Kay, Oliver (resigned) =R (BEFHE) 2/2 N/A 71 A N/A 7 i 3
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TRER/RE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

THE BOARD (Continued)
Board Meetings (Continued)

Notices of regular Board meetings are served to all directors at least
14 days before the meetings. For other Board and committee

meetings, reasonable notice is generally given.

Agenda and Board papers together with all appropriate information
are sent to all directors at least three days before each Board meeting
or committee meetings to give an opportunity and sufficient time to
include matters in the agenda. The Board is also obligated to keep
the directors apprised of the latest developments and financial position
of the Company and to enable them to make informed decisions. The
Board and each director also have separate and independent access

to the executives whenever necessary.

The Company Secretary is responsible to take and keep minutes of
all Board meetings and committee meetings. Draft minutes are
normally circulated to directors for comment within a reasonable time
after each meeting and the final version is open for directors’
inspection. Directors are entitled to have access to board papers and
queries will be responded fully. According to current Board practice,
any material transaction, which involves a conflict of interests for a
substantial shareholder or a director, will be considered and dealt
with by the Board at a duly convened Board meeting. Such director

must abstain from voting and will not be counted as quorum.
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TEERKRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company fully supports the division of responsibility between
the Chairman of the Board and the Managing director, who performs
similar role as Chief executive Officer, to ensure a balance of power
and authority. The respective responsibilities of the Chairman and
the Managing director are clearly defined and set out in writing. The
Chairman provides leadership and is responsible for the effective
functioning of the Board in accordance with good corporate
governance practice. With the support of the management, the
Chairman is also responsible for ensuring that the directors receive
adequate information and appropriate briefing on issues arising at
Board meetings.

The Managing director focuses on implementing objectives, policies
and strategies approved and delegated by the Board. He is in charge
of the Company’s day-to-day management and operations. The
Managing director is also responsible for developing strategic plans
and formulating the organisational structure, control systems and
internal procedures and processes for the Board’s approval. The
position of the Chairman is held by Mr. Liu Jing while the position of
the Managing director is held by Dr. Mo Shikang.

BOARD COMMITTEES

The Board has established two committees, namely, the Remuneration
Committee and the Audit Committee, for overseeing particular aspects
of the Company'’s affairs. All Board committees of the Company are
established with defined written terms of reference. The terms of
reference of the Board committees are posted on the Company’s
website and are available to shareholders upon request. The Board
committees are provided with sufficient resources to discharge their
duties and, upon reasonable request, are able to seek for independent
professional advice in appropriate circumstances, at the Company’s
expenses.
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TEERRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

BOARD COMMITTEES (Continued)
Remuneration Committee

Mr. Zhang Hesheng, Dr. Mo Shikang, Mr. Liu Junmin, Mr. Tan Qinglian
and Mr. Sin Ka Man are the members of the Remuneration Committee
and Mr. Zhang Hesheng is the chairman of the committee. The primary
objectives of the Remuneration Committee include making
recommendations on and approving the remuneration policy and
structure and remuneration packages of the executive directors and
the executives after consultation with the Chairman/Managing director
and accessed to professional advice, at the Company’s expenses, when
necessary. The Remuneration Committee is also responsible for
establishing transparent procedures for developing such remuneration
policy and structure to ensure that no director or any of his/her
associates will participate in deciding his/her own remuneration, which
remuneration will be determined by reference to the performance of
the individual and the Company as well as market practice and
conditions. The Remuneration Committee normally meets towards the
end of each year for reviewing the remuneration policy and structure
and determination of the annual remuneration packages of the
executive directors and the executives and other related matters. The
Remuneration Committee met once during the year ended 31 March
2007 and reviewed the remuneration policy and structure of the
Company and remuneration packages of the executive directors and

the executives for the year under review.
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TEERKRE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

BOARD COMMITTEES (Continued)
Remuneration Committee (Continued)

Details of attendance record of members of the Remuneration

Committee are set out in the table on page 49 of this annual report:
Audit Committee

The Audit Committee comprises the three independent non-executive
directors (including one independent non-executive director who
possesses the appropriate professional qualifications or accounting
or related financial management expertise) and Mr. Sin Ka Man is
the chairman of the committee. None of the members of the Audit
Committee is a former partner of the Company’s existing external
auditors.

The main duties of the Audit Committee include the following:

(a) To review the financial statements and reports and consider
any significant or unusual items raised by the qualified
accountant, compliance officer (if any) or external auditors
before submission to the Board.

(b)  To review the relationship with the external auditors by reference
to the work performed by the auditors, their fees and terms of
engagement, and make recommendation to the Board on the
appointment, reappointment and removal of external auditors.
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TRERRSE

THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

BOARD COMMITTEES (Continued)
Audit Committee (Continued)

(c) To review the adequacy and effectiveness of the Company’s
financial reporting system, and risk management system and
associated procedures.

The Audit Committee held two meetings during the year ended 31
March 2007 to review the financial results and reports, financial
reporting and compliance procedures and the appointment of the
external auditors. There is no material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. Sufficient resources is provided by
the Company for the Audit Committee to perform its duties.

There is no disagreement between the Board and the Audit Committee
regarding the selection, appointment, resignation or dismissal of the
external auditors.

The Audit Committee held two meetings during the year under review.

Details of the attendance of the Audit Committee Meetings are set

out in the table on page 49 of this annual report.
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THE KEY CORPORATE GOVERNANCE
PRINCIPLES AND PRACTICES (Continued)

BOARD COMMITTEES (Continued)

Auditors’ remuneration

For the year ended 31 March 2007, the Group had engaged the
Group’s external auditors, SHINEWING (HK) CPA LIMITED, to provide
the following services and their respective fees charged are set out

as below:

Fees Charged for the year ended 31 March

TECXERRARER &)
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BE3A3IALEEWE
2007 2006
HK$ HK$
BT BT
Types of Services frisiE LR
Audit for the year REEZE 3,500,000 1,980,000
Non-audit services — interim review IEZERTE — P HEH — 720,000
Non-audit services — taxation services JERZERTE — RS IRTS — —
Non-audit services — others IEZEURTE — E b — —
Total BEr 3,500,000 2,700,000

Nomination Committee

The Company does not have a Nomination Committee. The Board as
a whole is responsible for the procedure for agreeing to the
appointment of its members and for nominating appropriate person
for election by shareholders at the annual general meeting either to
fill a casual vacancy or as an addition to the existing directors.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules.
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TRER/RE

MODEL CODE FOR SECURITIES
TRANSACTIONS (Continued)

Specific enquiry has been made of all the directors and the directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 March 2007.

The Company has adopted the same Model Code for securities
transactions by employees who are likely to be in possession of
unpublished price-sensitive information of the Company.

No incident of non-compliance of the Model Code by the relevant
employees was noted by the Company.

Responsibilities in respect of the Financial Statements

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-
sensitive announcements and other financial disclosures required
under the Listing Rules and other regulatory requirements. The
directors acknowledge their responsibilities for preparing the financial
statements of the Company for the year ended 31 March 2007. The
statement of the external auditors of the Company about their reporting
responsibilities on the financial statements is set out in the
“Independent Auditor’'s Report” on pages 58 and 59. Management
of the Company is obligated to provide explanation and information
to the Board to make informed assessment of relevant matters.

INTERNAL CONTROL

The Board has overall responsibilities for the system of internal controls
of the Company and for reviewing its effectiveness. The Board is
committed to implementing an effective and sound internal controls
system to safeguard the interests of shareholders and the assets of
the Group. During the year, the Board, through the Audit Committee,
has reviewed the implementation of the system of internal controls
and reviewing of all relevant financial, operational, compliance controls
and risk management functions. A review will be conducted at least

annually on the effectiveness of the system of internal controls.
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INVESTORS RELATIONS

The Company is committed to maintain an open and effective investors
relations policy and to update investors on relevant information/
developments in a timely manner, subject to relevant regulatory
requirements. Briefings and meetings with institutional investors and
analysts are conducted from time to time. The Company also replied
the enquiries from shareholders timely. The directors host the annual
general meeting each year to meet the shareholders and answer their
enquiries.

The Company’s website at www.681hk.com contains important
corporate information, biographical details of directors, organization
structure, annual and interim report, major historical developments
with comprehensive and user-friendly information about the Group,
as well as announcements and circulars issued by the Company in
order to enable the Company’s shareholders and the investor
community to have timely access to updated information about the
Group.

SHAREHOLDER RIGHTS

The rights of shareholders and the procedures for demanding a poll
on resolutions at shareholders’ meetings are contained in the
Company’s Bye-Laws. Details of such rights and procedures are
included in all circulars to shareholders convening shareholders’
meetings and will be explained during the proceedings of meetings.
Whenever voting by way of a poll is required, the detailed procedures
for conducting a poll will be explained.

Poll results will be counted by the Company’s Hong Kong Branch
Share Registrar, Tricor Tengis Limited, and will be posted on the
website of the Stock Exchange and the Company’s website
(www.681hk.com) on the business day following the shareholders’
meeting. The general meetings of the Company provide an opportunity
for communication between the shareholders and the Board. The
Chairman of the Board as well as chairmen of the Remuneration
Committee and the Audit Committee, or in their absence, other
members of the respective committees, and where applicable, the
independent Board committee, are available to answer questions at
the shareholders’ meetings.

Separate resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors.
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Independent Auditor’s Report
LR 3 TS

SHINEWING (HK) CPA Limited
16/F., United Centre

faikpha

Shineﬂ)ing}

95 Queensway, Hong Kong

TO THE SHAREHOLDERS OF
CHINESE PEOPLE GAS HOLDINGS COMPANY LIMITED
(incorporated in the Bermuda with limited liability)

We have audited the consolidated financial statements of Chinese
People Gas Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
60 to 155, which comprise the consolidated balance sheet as at
31 March 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Company’s directors are responsible for the preparation and the
true and fair presentation of these consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error, selecting
and applying appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
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responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of the Group’s affairs as at 31 March 2007 and
of the Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Ip Yu Chak

Practicing Certificate Number: P04798

Hong Kong
27 July 2007
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Consolidated Income Statement

mEWRER

For the year ended 31 March 2007

B ZE2007463H31B IEFE

2007 2006
Notes HK$’000 HK$’000
B 5 BET T ke
(restated)
(&E7)
Continuing operations BFERE Z¥K
Turnover S 6 522,893 216,537
Cost of sales $HE A (350,397) (94,564)
Gross profit Sl 172,496 121,973
Other operating income H b g A 8 16,078 14,567
Administrative expenses THEAX (115,562) (43,364)
Discount on acquisition of subsidiaries ~ WEEHIB A R 2 #7&E — 2,806
Discount on acquisition of additional W B B B A R
interests in subsidiaries RBEIMER 2 T8 9,240 =
Loss on disposal of subsidiaries HEHBRAREIR 33 (10,143) (5,519)
Change in fair value of convertible notes A # A% Z 1% N (B & &) (19,797) (117,800)
Convertible notes issue expenses AR RIS (13,122) (10,140)
Share of results of associates o N 25,299 652
Finance costs B 7% A AN 10 (16,740) (2,805)
Profit/(loss) before taxation BREBLADRF, (EE) 47,749 (39,630)
Taxation FIE 11 (15,208) (17,950)
Profit/(loss) for the year from REBRFBREZERS
continuing operations 2R, (E518) 32,541 (57,580)
Discontinued operation ERIERE 2 #5E
Profit for the year from AEEBERIEEE
discontinued operation ZFETE 2 m 12 923 2,469
Profit/(loss) for the year REEF, (E518) 13 33,464 (55,111)
Attributable to: TR A TG
Equity holders of the Company RATE=FEA 22,123 (56,061)
Minority interests DH RS 11,341 950
33,464 (55,111)
Dividend = — =
Earning/(loss) per share BRERN  (HE) 14
From continuing and discontinued RKEFERBEKIE
operations 7R
Basic (cents per share) AR (ZRB) 0.69 (2.13)
Diluted (cents per share) e (g sl 0.69 n/a 7~ i@
From continuing operations REFELE 255
Basic (cents per share) A (GRS 0.67 (2.20)
Diluted (cents per share) B (ARSI 0.67 n/a T~ A
From discontinued operation REERIEEE X
Basic (cents per share) AR (ZRB) 0.02 0.07
Diluted (cents per share) e (g sl 0.02 n/a 7~ i@
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At 31 March 2007
R200743H31H

Consolidated Balance Sheet

REEERER

2007 2006
Notes HK$’000 HK$’000
B 5 BT T BT T
Non-current assets ERBEE
Property, plant and equipment LEN L 16 615,764 227,824
Investment properties B 17 7,237 6,984
Prepaid lease payments A E 18 27,470 8,737
Goodwill RS 19 225,050 44725
Intangible assets mAE 20 122,570 —
Interests in associates R & N R 21 84,138 3,564
Available-for-sale investments Al ERE 22 11,601 194
1,093,830 292,028
Current assets mEEE
Inventories FE 23 23,562 4,404
Trade and other receivables B 5 & H A e W FRIE 24 118,696 66,484
Amounts due from associates JE s B 2 N B FRIA 21 16,150 —
Prepaid lease payments A e 18 594 366
Bank balances and cash RITHEHR MRS 184,031 132,986
343,033 204,240
Current liabilities mEAE
Trade and other payables B 5 Kk EMENFKIE 25 149,550 25,325
Taxation payable FERTBEIR 39,542 28,835
Bank borrowings —FREHZ
— due within one year IRITER 26 106,238 28,264
Convertible notes Al R iR 27 62,658 133,788
357,988 216,212
Net current liabilities BB EFRE (14,955) (11,972)
Total assets less current liabilities BEERRBAGE 1,078,875 280,056
Non-current liabilities EREEE
Bank borrowings —FRBE
— due after one year RITER 26 126,162 2,807
Convertible notes Al IR E i 27 348,316 —_
Deferred tax liabilities EEFIBEEE 28 27,777 61
Other payables —FIREHz
— due after one year H b fE S 3R IB 29 7,066 —_
509,321 2,868
569,554 277,188
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Consolidated Balance Sheet

REEERER o007 #3 31 E

2007 2006
Note HK$’000 HK$’000
B 5 BT T BT T
Capital and reserves A& A K 4

Share capital &N 30 253,406 201,989
Reserves & 250,115 70,486

Equity attributable to equity holders KARE=ERFERA
of the Company e 503,521 272,475
Minority interests DH RS 66,033 4,713
569,554 277,188

The financial statements on pages 60 to 155 were approved and HNECOEISSE B HRREEESTS RN
authorised for issue by the board of directors on 27 July 2007 and 20077 R27 B#L/E REREETT + WHMA TR

are signed on its behalf by: REE
Mo Shikang Jin Song
DIRECTOR DIRECTOR
Hittg LI EIN
EFE EF
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Consolidated Statement of Changes in Equity
B0 FSANA LA FERREER

Employee Atributable
share-based to equity
compensation olders of
Surplus reserve the Company Minority
Share Share Capital ~ Contributed reserve Captsl ~~ MEAE  Exchange  Accumulated | interests
capital ~ premium resere surplus fund contribution K ZEE reserve lsses  E&EAA H% Total

Rx  RGEE  EARE  HABR  BRDRE  TAEE  HMeRR  ENRE  RifEE Bt RRE& it
HK$000 HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000 HK$'000
AT BETr AMTn AT BETr YT ERfn BETr EETn BEfn BETn BB

(Note c) (Note a) (Note b)
(B (29 (i)

At 1 April 2005 005541 183,030 30,856 2,18 89,800 1093 148 = - (14881) 165,56 1834 167399
xchange difference BESNERAEE
arising on tranglaton LEHER

of foreign operations - - - - - - - 3113 - 3113 - 3113
Loss for the year FEEER - - - - - - - — (06 (36060 %0 B0
Totol recogised income.~ AEFCHZAAR

and expense for tieyear — F4E - - - = = = = 313 (606l (2.08) %0 (5199
Issue of shares upon fEERER

erercise of share options - 27103 2520 10271 = = = = (2251) = = 10,540 = 10,540
Aporopriations g% - - = = 153 = = - (1,536) - - -
Issue of shares on conversion 3 T BREEE

of convertble notes fEki 16439 13572 = = = = = = — oo - loon
Recogrifion of equity-seted  ERNEREERH

sharebesed payments AEEZT - - = = = = 9307 = = 9307 = 9307
Aequision of addional ~~ REHBATENER

interest in a subsidiary - - - - - - - - - - 199 199
At 31 March 2006and ~ R2006%3A31ER

1 April 2006 06E4A18 201,989 164,699 218 89,800 2609 1482 7,056 3113 (206,475) 22475 4713 277,188
Eichange diference arising - £E55\ R

on translaion of EHER

foreign operations - - - - - - - 2,567 - 20,567 - 20,567
Proft for the year KRR - - - - = = = = 213 213 11341 33464
Totol recogrised income. - AEFBEZHA

and expense for tieyear R 4E = - - - - - - 20,567 213 4,690 11,341 54,031

Issue of shares upon exercise. {7(FERIER

af share options ki 2,71% 23,001 = = - - (1821) - = 50,068 = 50,068
Issue of shares on conversion L ATREEE

of convertble notes fEki 8619 4399 = = = = = = = 52611 = 52611
Issue of shares for acauision JERTEART

of subsidiaries Ekh 14000 66,000 - - - - - - - 80,000 - 80,000
Requision of subsidiaries  REMBAF - - - - = = = = = = 7 727
Caplal contrioution by~~~ HEREEE

minority shareholders - - - - - - - - - - 12,036 12,036
Requiston of additional ~ KEHEAR

interests in subsidiaries  EVER - - - - (947) - - - 9%7 — (488 (3488
Aporopriations g% - - = = 2801 = = - (2.801) - - -
Recogniton of equity-seted BN EREER(

share-hased payments  AREZAF - = = = = = 5677 = = 5677 = 5877
At 31 March 2007 R007£3R318 253406 297,182 2,182 89,800 4483 1482 10912 23680 (186,200) 503,521 06,033 h69,554
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Consolidated Statement of Changes in Equity

mERmBER

Notes:

(a)

(b)

(c)

64

The contributed surplus of the Group represents the difference between
the nominal value of the Company’s share capital issued as consideration
in exchange for the nominal value of the issued share capital of the
subsidiaries acquired at the time of the Company’s listing in 1997.

As stipulated by the relevant laws and regulations for foreign investment
enterprises in the People’s Republic of China (the “PRC"), the Company’s
PRC subsidiaries are required to maintain a statutory surplus reserve
fund and a discretionary surplus reserve fund, which are non-
distributable. Appropriations to such reserves are made out of profit after
taxation of the statutory financial statements of the PRC subsidiaries
while the amount and allocation basis are decided by their board of
directors annually. The statutory surplus reserve fund can be used to
make up their prior year losses, if any, and can be applied in conversion
into capital by means of capitalisation issue.

The amount represents a revaluation surplus which was recognised as a
result of the acquisition of an additional interest in Xin Hua Resources
Investment Limited (“Xin Hua”) (previously an associate) which resulted
in Xin Hua becoming a subsidiary. Xin Hua was deregistered in year
2006 and its assets and liabilities were transferred to the Company.

Htat -

(a)

(b)

(c)

For the year ended 31 March 2007
HE2007F3A318IEFE

AEBZBABBREARTDBMEARER
19975 E MR MEBZ B ARMETZAR
AIRAEE  BZEHELREBETRARE
ZER e

FIARE AR FFE ([P EL) SME 2% 2 18R
HERIEBIFTRE - NRAZFEKEAREA
EIEEBRAEE RERRBLES (BTA
DK - ZERBEZBEARBTEMBAREE
MBMERD ZRBRATN > MEEROEEE
ARZMBRAREFESFERE ATHEBA
A RERE LFE2ER(ME) - XS
BE AR DR o

%< B 5 E Y BB Xin Hua Resources Investment
Limited ([Xin Hual) (A& B & 2 5 & A 7))
HBIMERS CEERXin Huafk AARNE BB Q)
R EHEE o Xin HuaB R20065F 55 - H
BERBEEEBEAAR -
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For the year ended 31 March 2007
HZE2007F3A318ILFE

Consolidated Cash Flow Statement
n _\éiﬁﬁﬁii

2007 2006
HK$’000 HK$’000
BETT BT
Operating activities RETEH
Profit/(loss) before taxation from REFBELEERZ
continuing operations BRBADEF, (EE) 47,749 (39,630)
Profit before taxation from REBRIEEEER 2
discontinued operation R %4 A 4 1,632 3,919
Profit/(loss) before taxation BRBEATE R, (E518) 49,381 (35,711)
Adjustments for : BTEE B e R
Amortisation of intangible assets BB EE 3,605 —
Amortisation of prepaid lease payments BiEEAES 498 72
Change in fair value of convertible notes ~ AJ #i% Z 5 A (& & 19,797 117,800
Convertible notes issue expenses AR ER BT 13,122 10,140
Depreciation e 17,257 7,285
Discount on acquisition of additional W iE K8 A &)
interests in subsidiaries BIME R ITE (9,240) —
Discount on acquisition of subsidiaries U BE B B A B IR — (2,812)
Impairment loss of goodwill 2R EEE 91 —
Interest expenses FEMAX 16,771 2,907
Interest income FEWA (8,232) (657)
Loss on disposal of available-for-sale HEHDEREBE
investments 79 —
Loss on disposal of prepaid lease HEANHSER
payments 303 —
Loss on disposal of property, plant HEME - BER
and equipment HiEEE 13,758 27
Loss on disposal of subsidiaries HERBEQREIR 10,143 5,519
Revaluation gain on investment properties & &% % 7 B {EIzs (455) —
Share of results of associates (=) RN (25,299) (652)
Equity-settled share-based payment LA s 188 45 & DA RR 1)
expenses BEENRFEL 5,677 9,307
Write back of provision for scheme debts  #fi $5+ 21 & 75 B — (1,047)
Operating cash flows before movements EEESEHRI 2
in working capital KERSME 107,256 112,178
Increase in inventories FEE N (3,881) (1,866)
Decrease in trade and other receivables B 5 K H b fE W IB R 50,681 14,409
Decrease in trade and other payables B 5 N E b ES FRIER (73,765) (107,366)
Cash generated from operations REERELR ¢ 80,291 17,355
PRC Enterprise Income Tax paid BNRECEMER (4,477) (1,399)
Net cash generated from KEEHELEREFHE
operating activities 75,814 15,956
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Consolidated Cash Flow Statement

GERETRER

For the year ended 31 March 2007
HE2007F3A318IEFE

2007 2006
Notes HK$’000 HK$’000
B & BETT BT
Investing activities REEH
Acquisition of subsidiaries (net of cash W BE BT /B 2 B (30 BR P Uk BE
and cash equivalents acquired) ZHE RIS EEER) 34 (123,840) (27,999)
Purchase of property, plant and WM - BER
equipment and investment properties BEARIRE Y (127,041) (15,146)
Investment in associates KEBE DR R (49,645) (2,904)
Proceed from disposal of property, HEVE  BEK
plant and equipment R A 44,902 —
Acquisition of additional WHEKT B A Al
interests in subsidiaries BIME R (33,432) (338)
Increase in amounts due from associates  JE U B & A T FRIEIE A0 (16,150) —
Interest received EALENSS 8,232 657
Acquisition of available-for-sale investments Y& Al fif i £ & (5,322) —
Disposal of subsidiaries HEMHB AR 33 2,521 21,267
Contribution from minority shareholders DVERETE 2,214 —
Addition of prepaid lease payments EINEMES (1,947) —
Proceed from disposal of PEBRMNHES
prepaid lease payments Fri5 5178 127 =
Proceed from disposal of HEHEE
available-for-sale investments ®E RS RIE 117 —
Deposit paid for investments T EES — (18,391)
Net cash used in investing activities KEERHFARES T (299,264) (42,854)
Financing activities Al & T B
Issue of convertible notes BITA IR 310,000 156,000
Repayment of bank borrowings BERITER (187,320) (36,641)
New bank borrowings raised FrESHBITER 117,139 31,702
Share options conversion MR R AR A 50,068 10,540
Expenses incurred in connection with B RREBRESL
issue of convertible notes ZHAX (13,122) (10,140)
Interest paid BT A (15,238) (2,907)
Decrease in pledged bank deposits WIRRIT I R D — 130
Net cash generated from financing BB IR FTEE
activities REFR 261,527 148,684
Net increase in cash and cash equivalents R% MIR&EE
I8 B 18 hnF 58 38,077 121,786
Cash and cash equivalents at beginning FYHReMREEBEIER
of the year 132,986 9,993
Effect of foreign currency rate changes NS TE R E B & 12,968 1,207
Cash and cash equivalents at the end FREMRSFEIER
of the year 184,031 132,986
Analysis of balances of cash and cash RekReEEIEAR
equivalents DT
Bank balances and cash RITEBNIE S 184,031 132,986
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability. The shares of the Company are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office and principal
place of business of the Company are disclosed in the section
headed “Corporate Information” of the Annual Report.

The Company acts as an investment holding company. Details
of the principal subsidiaries are set out in note 43 to the
consolidated financial statements.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

In the current year, the Company and its subsidiaries (collectively
referred to as the “Group”) has adopted all of the new and
revised standards, amendments and interpretations (“new
HKFRSs") issued by Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) that are relevant to its operations
and effective for annual reporting periods beginning on or after
1 December 2005, 1 January 2006 or 1 March 2006. The
adoption of these new and revised standards and interpretations
has no material effect on how the results for the current or prior
accounting year have been prepared and presented.
Accordingly, no prior year adjustment has been required.

The Group has not early adopted the following standards or
interpretations that have been issued but are not yet effective.
The Group has commenced considering the potential impact
of these new HKFRSs but is not yet in a position to determine
whether these new HKFRSs would have a significant impact on
how its results of operations and financial position are prepared
and presented. These new HKFRSs may result in changes in
the future as to how the results and financial position are
prepared and presented.

—REH

ARRRBREZMRLAERRER D
A e ARBZBRONEBEBMERIZMER
RA ([B22F)) £ - AABEMBERE
REZEEME U R ANFR L [RF
BR —EIAEE -

AARA—RREEBRAR  EXEHE
NAIEBFBHI N RE P B wE M
43¢

AT RSB B B AT
A (BB
Al

RAFE - NEEDRAMA L X5
BEEEEEMmAE ([BESMAE])
FTAEM 200541211 ~ 20065F1 A1H
F2006F3 A1 A 2R 2 FEHRE R
R A RRIEFTEANRAT A R ke
(GREBMBREEL]) - RAHET L
BT EA R AFEY BTN FE
REZRENEINIABRBEEARE -
- BEAFLBEFERE -

AEBEW BT F RN AT ERMIMERARE
M2 A R 2R - AKECEHBENER
EREFEEYBRELENHEE 2 BE
KREIBERAREEEATE - %M
BV BRELEANATEHEBARAREE Z
RRMEINTAELERE -
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Notes to the Consolidated Financial Statements

A MR E

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Hong Kong Accounting  Capital disclosures !
Standard (“HKAS”) 1

(Amendment)
HKAS 23 (Revised) Borrowing costs ©
HKFRS 7 Financial instruments: disclosures !
HKFRS 8 Operating Segments ©
HK(IFRIC) — Scope of HKFRS 2 2

Interpretation (“Int”) 8

HK(FRIC) — Int 9 Reassessment of embedded
derivatives 3

HK(IFRIC) — Int 10 Interim Financial Reporting and
Impairment 4
HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury

Share Transactions °

HK(IFRIC) — Int 12 Service Concession Arrangement 7

1 Effective for annual periods beginning on or after 1 January 2007.
2 Effective for annual periods beginning on or after 1 May 2006.
3 Effective for annual periods beginning on or after 1 June 2006.
4 Effective for annual periods beginning on or after 1 November

2006.

9 Effective for annual periods beginning on or after 1 March 2007.
® Effective for annual periods beginning on or after 1 January 2009.
g Effective for annual periods beginning on or after 1 January 2008.

For the year ended 31 March 2007
HE2007F3A318IEFE

BRANFRE] RARMER] B R B IS
SR ([FERMBREE
A1) (&)

BAEGTER BARREE!
(TREgER])
FE15R (BIEFT)

BREGFER fEE R ARE
235 (BIEFT)

BREMBRE TRITA : HE
ZERIE 75

BREMBRE %18 7 ape
2RI FE 85

&8 (B 75 BB B HmE LR
BEREBEZB®) F2RHE?

— 2B ([2E))
85~

B8 (B 75 EfEARAITET
HnERELZERY) A’

— BB

& (BB 75 PR R E &
HnEREBEZEE) RE
— REF10%

B2 (BRMBHRE BEMBRSER
HAUREBZE]) Fo —KENRE
—REFIINR FRD R 5°

& (BB 75 PR 795 45 & HE 2 B
BEREZRE)

—REF12%

! 200741 A1 A k2 R FEHFE R
BEFN @

2 7200645 A 1 H =k 2 1% 5 46 19 F [ i
BER

3 7200646 A 1 H 3k 2 1% 5 46 19 F £ Hi
R o

¢ 2006511 A1 AR & FHEBeFE AR
BEFN @

s 200743 A1 H =k 2 & R 46 09 F 1 i
BER

6 7200941 A 1 H sk 2 & B 16 09 F Z A
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’ 200851 A1 H 2k 2 &R FE B
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

3. BASIS OF PREPARATION AND 3. REEERTESHEHERRE
SUMMARY OF SIGNIFICANT =
ACCOUNTING POLICIES

3A Basis of preparation of the consolidated financial 30 FREMBHREFAIELE

statements

After reviewing the Group’s and Company’s budget for
2007/2008 and taking into consideration the cash inflow
from the issue of shares upon exercise of share options in
April 2007 and other long term plans, the directors
consider that adequate resources exist for the Group to
continue in operational existence for the foreseeable future
and are satisfied that, at the time of approving the
consolidated financial statements, it is appropriate to adopt
the going concern basis in preparing the consolidated
financial statements.

These consolidated financial statements have been
prepared in accordance with HKFRSs, which collective
term includes all applicable individual Hong Kong
Financial Reporting Standards, HKAS and interpretations
issued by the HKICPA, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. In addition, the
consolidated financial statements comply with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange. The
measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis except for the investment properties and certain
financial instruments, which are stated at their fair value
as explained in the accounting policies set out below.

The consolidated financial statements are presented in
Hong Kong dollars while the functional currency is
Renminbi. The reason for selecting Hong Kong dollars as
its presentation currency is because the Company is a
public company with the shares listed on the Stock
Exchange where most of its investors are located.

1 2= AR B K AN A §12007/2008%F
BE &2007464 A1TEBREM LT
BOREEZRERAREMBES
AER EER/AKREARRE
REAIRAKGREELE  XIER
RILEGE I BERRE - UFEL
LRAGBEVEREBEE -

RERAMBHRRDRBEE ST
REBEM 2 EBMBREER (L5
WO BREMBERZERNEETH
BEER - FEGIERRE)
FERARNEFT RN KRB ERT
GRPIMHEREMMRE - bH - &
REMBRRTTABIMES L
MRAZEREERTE - BRIREY
EhBMoeR T AGIN TN K
P AR FETIRRSIN - A7 5
RUNBLRAERREFG ZFER

MR TVIABERS - W

D ARE < BENBEE

2IEEZIER  REARR T —
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HE2007F3A318IEFE

A MR E

3. MAREERFTESTBERE
= (&)

3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies 3B EEEFBEE

70

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities. 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 in the net assets consist
of the amount of those interests at the date of the original
business combination 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.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

3. BASIS OF PREPARATION AND 3. RBEERFTESHEBER
SUMMARY OF SIGNIFICANT = (/)
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued) 3B FESHHEER ()

Business combination

The acquisition of subsidiaries is accounted for using
purchase method. The cost of 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 that meet the conditions
for recognition under HKFRS 3 “Business Combinations”
are recognised at their fair values at the acquisition date,
except for non-current assets (or disposal groups) that
are classified as held for sale in accordance with HKFRS
5 “Non-Current Assets Held for Sale and Discontinued
Operations”, which are recognised and measured at fair
value less costs to sell.

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 assessment,
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 and loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net
fair value of the assets, liabilities, and contingent liabilities
recognised.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.
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Investments in associates

The results and assets and liabilities of the associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investment in an associate is 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.

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.
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3. BASIS OF PREPARATION AND 3. RBEERFTESHEBER
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ACCOUNTING POLICIES (Continued)

3B FESFBE (#)

3B Significant accounting policies (Continued)

Goodwill

Goodwill arising on acquisitions prior to 1 April 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is before 1 April 2005 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 at the date of acquisition.

For previously capitalised goodwill arising on acquisitions
prior to 1 April 2005, the Group has discontinued
amortisation from 1 April 2005 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 (see the accounting
policy below).

Goodwill arising on acquisitions on or after 1 April 2005

Goodwill arising on an acquisition of a subsidiary
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
or associate 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.

Capitalised goodwill arising on an acquisition of
subsidiaries is presented separately in the consolidated
balance sheet.
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3B

Significant accounting policies (Continued)
Goodwill (Continued)

Goodwill arising on acquisitions on or after 1 April 2005
(Continued)

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the
acquisition. Cash-generating unit to which goodwill has
been allocated is tested for impairment annually, or more
frequently whenever there is an indication that the unit
may be impaired. For goodwill arising on an acquisition
in a financial year, the cash-generating unit to which
goodwill have been allocated is tested for impairment
before the end of that financial year. If 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 unit 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 consolidated income statement.
An impairment loss recognised for goodwill is not reversed
in subsequent periods.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised are included in the
determination of the amounts of profit or loss on disposal.

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
acquisition™)

A discount on acquisition arising on an acquisition of a
subsidiary or an associate for which an agreement date is
on or after 1 April 2005 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 associates in the period in which the
investment is acquired.
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A M AR

3. BASIS OF PREPARATION AND 3. RBEERFTESHEBER
SUMMARY OF SIGNIFICANT = (/)
ACCOUNTING POLICIES (Continued)

3B FESETHEXK ()

3B Significant accounting policies (Continued)

Property, plant and equipment

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

and any identified impairment losses.

The cost of an asset comprises its purchase price and
any directly attributable costs of bringing the asset to its
working condition and location for its intended use.
Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the consolidated
income statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use
of an item of property, plant and equipment, and where
the cost of the item can be measured reliably, the
expenditure is capitalised as an additional cost of that
asset or as a replacement.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life.

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at each balance sheet date.
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Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the consolidated
income statement in the year the asset is derecognised is
the difference between the net sale proceeds and the
carrying amount of the relevant asset.

Construction in progress represents pipelines, plant and
machinery and other fixed assets under construction,
which is stated at cost less any impairment losses, and is
not depreciated. Cost comprises direct cost of construction
and capitalised borrowing costs on related borrowed funds
during the period of construction. Construction in progress
is reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.

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 and loss for the period in
which they arise.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where
they satisfy the definition of an intangible asset and their
fair values can be measured reliably. The cost of such
intangible assets is their fair value at the acquisition date.
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3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B

Significant accounting policies (Continued)

Intangible assets acquired in a business combination
(Continued)

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives.

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired (see the accounting policies in respect of
impairment losses below).

Leases

Leases are classified as finance leases whenever the terms
of the leases transfer substantially all the risks and rewards
of ownership to the lessees. 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 applicable to operating leases net of any incentives
received from the leasing company are charged to the
consolidated income statement on straight-line basis over
the lease term.

Prepaid land lease premium under operating leases are
up-front payments to acquire long-term interests in lessee-
occupied properties. Prepaid land lease premium are
stated at cost less accumulated amortisation and any
impairment and are amortised over the remaining lease
terms on a straight-line basis to the consolidated income
statement.
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Impairment losses

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets (other than
goodwill which is disclosed 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.
An 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, but so 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.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.
Net realisable value is based on estimated selling prices
in the ordinary course of business less estimated costs to
completion and the estimated costs necessary to make
the sale.
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3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued)

Financial instruments

Financial assets and financial liabilities are recognised
on the consolidated 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 cost 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 and 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 mainly loans and
receivables and available-for-sale investments. 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 of convention in the marketplace.
The accounting policies adopted are set out as below.
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3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

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 trade and bill receivables, deposits and other
receivables, amounts due from associates and bank
balances) are carried at amortised cost using the effective
interest method, less any identified impairment losses.
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 years 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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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 financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investments. 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
through profit or loss in subsequent periods. For available-
for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of
the investment can be objectively related to an event
occurring after the recognition of the impairment loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of such
unqguoted equity instruments, they are measured at cost
less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired. The
amount of the impairment loss is measured as the
difference between the carrying amount of the asset and
the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not reverse
in subsequent periods.
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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 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 Group’s financial liabilities are
mainly other financial liabilities. The accounting policies
adopted for financial liabilities and equity instruments are
set out below.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss has
two subcategories, including financial liabilities held for
trading and those designated at fair value through profit
or loss on initial recognition. At each balance sheet date
subsequent to initial recognition, financial liabilities at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised directly in profit or
loss in the period in which they arise.

Other financial liabilities

Other financial liabilities including trade and other
payables and bank borrowings are subsequently measured
at amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued)
Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)
Convertible notes

Convertible notes issued by the Company (including
related embedded derviates) are designated as financial
liabilities at fair value through profit or loss on initial
recognition. At each balance sheet date subsequent to
initial recognition, the entire convertible notes are
measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in which
they arise.

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 receivable and the
cumulative gain or loss that had been recognised directly
in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

A MR E

3. BASIS OF PREPARATION AND

84

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B 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 net 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 liability for
current tax is recognised using tax rates that have been
enacted or substantively enacted by the balance sheet
date.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying amounts
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 profit 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 negative 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.

For the year ended 31 March 2007
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

3. BASIS OF PREPARATION AND 3. RBEERFTESHEBER
SUMMARY OF SIGNIFICANT = (/)
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued) 3B FESHHEER ()

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited to
the consolidated 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.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value
if the effect is material.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services in the normal course of business,
net of discounts and sales related taxes.

Sales of natural gas, liquefied petroleum gas, and gas
appliances are recognised when goods are delivered and
title has passed.

Gas connection revenue is recognised upon completion
of pipeline construction which according to industry
practice in the region coincides with the “fire ignition

ceremony”.

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts through the
expected life of the financial assets to the net carrying
amount of that financial assets.

Rental income is recognised on a straight-line basis over
the period of the relevant lease terms.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HE2007F3A318IEFE

A MR E

3. BASIS OF PREPARATION AND 3. REEERFTESHEER
SUMMARY OF SIGNIFICANT = (/)
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued) 3B FEEFHX (@)

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 the respective 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, except for exchange differences arising on a
monetary item that forms part of the Company’s net
investment in a foreign operation, in which case, such
exchange differences are recognised in equity in the
consolidated financial statements. 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 respect of which gains and losses are
recognised directly in equity, in which cases, the exchange
difference are also recognised directly in equity.

Chinese People Gas Holdings Company Limited Annual Report 2006-2007

Eik

RimREER SEERE M@K
B AZBERBNGEEE NI ZEE
GMNE)EFTZRSHRX5AHZ
EREXBRE SRR (AIZER
REMETREEME ZER) 5T
R MBEER  INEEEZE
KRB OEAER ZEREXEHN
BE - BRRAFENIINEEEZIHE
KRB NDERATEEEE R ZE
REXEMBE - RINEFELKAR
FEZIERIARBAEHBRE -

REBERBRBERRERELECE
REBRONBREELHMEARER
TR ERNEBERBEMEL L
ERERBERARARINEELZ
FE 2 —#ORIRRSN - ERBR
T REEAZERENREVBR
RZEBNER - AR TFEARZ
FEBHAREFQRERELZE
AEBRZAEIIERLZE - HBS
BEERBRAERERZIFEKER
ZEMBERMELEZEBGIN &
HERAT  FHEXEZREEER
P AR s ER



Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

3. MREERFTESTBERE
= (&)

3. BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued) 3B E=EEFBER ()

Foreign currencies (Continued)

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
of the Group (i.e. Hong Kong dollars) 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
exchange reserve). Such exchange differences are
recognised in profit or loss in the period in which the
foreign operation is disposed of.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 April 2005 are treated as assets and liabilities
of that foreign operation and translated at the rate of
exchange prevailing at the balance sheet date. Exchange
differences arising are recognised in the exchange reserve.

Government grants

Government grants are recognised as income over the
periods necessary to match them with the related costs.
Grant related to depreciable assets are presented as
deferred income and are released to income over the
useful lives of the assets.

Borrowing costs

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

All other borrowing costs are recognised as expenses in
the period in which they are incurred.

Retirement benefits costs

Payments to state-managed retirement benefit schemes
and the Mandatory Provident Fund Scheme are charged
as expenses when employees have rendered service
entitling them to the contributions.
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Notes to the Consolidated Financial Statements

A MR E

3.

BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

3B Significant accounting policies (Continued)
Equity-settled share-based payment transactions
Share options granted to employees

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 (“Employee share-
based compensation reserve”).

At each balance sheet date, the Group revises its estimates
of the number of options that are expected to ultimately
vest. The impact of the revision of the original estimates,
if any, is recognised in profit or loss over the remaining
vesting period, with a corresponding adjustment to
Employee share-based compensation reserve.

At the time when the share options are exercised, the
amount previously recognised in Employee share-based
compensation 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 Employee share-
based compensation reserve will be transferred to retained
profits.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgments, estimates and assumption that affect the application
of policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgments about
carrying values of assets and liabilities that are not readily
apparent from other source. Actual results may differ from these

estimates.

For the year ended 31 March 2007
HE2007F3A318IEFE

mEEER T ESTBEE
= (&)

3B FEEIEBE (#)
LRESERODRER NS
1] 7 55 (B & 8 #t 1208 IR 1€

SEMREBRENR L BHLF
BEMEEZRKREAFE  EHH
BHABERELED S - A ([PARR
XN zEEMSFE]) BIEEE
e

SERBESERETHEHEENR
RETHBREZGHRT - BE
AHERRNEFBFEEEAR
2 BREBHNBRTREANER
BHARE - WRARD N ZEER
e REEERERAE -

EEREEITER - RRIRARSG
XNz REMEFHERERZBES
ERERMGE - WEREREB
B & 5 e o] S ok B B (R R 7T
® - FRHRREOXNZEEMS
EEIAZBBANBERERER
o

EETTREME 2 EERIR

REHETEBEENBREERN 2 GAHTH
BERE - BEEAFLHE - G ER
& BEHE - A RBEREERRER
REE - Bff WARRAXZHRESE -
EEERBEBELR  URRFEBRT
RERRABEZEMRREL AR LA
2% PISERBKERER B AIREE
feEMRIRMSH 2 EERAB 2 REE
FREHBRmEH T 2 B8 - ERHFRE
BRINEET & F -

Chinese People Gas Holdings Company Limited Annual Report 2006-2007



Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods. Judgments made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of material
adjustment in the next year are discussed in below.

Estimated 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
Group to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order
to calculate the present value. Where the actual future cash
flows are less than expected, a material impairment loss may
arise. As at 31 March 2007, the carrying amount of goodwill is
approximately HK$225,050,000. No impairment loss has been
recognised as, in the opinion of the management, the relevant
projects of the Group will have sufficient cash flows generated
from gas pipeline connection and supply of gas. Details of the
recoverable amount calculation are disclosed in note 19.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-
line basis over their estimated useful lives, after taking into
account the estimated residual value. The Group assesses
annually the residual value and the useful life of the property,
plant and equipment and if the expectation differs from the
original estimates, such differences from the original estimates
will impact the depreciation charges in the year in which the
estimates change.
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A MR E

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of assets (other than goodwill)

At each balance sheet date, the Group reviews internal and
external sources of information to identify indications that the
following assets may be impaired or, except in the case of
goodwill, an impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment;
— intangible assets; and
— investments in subsidiaries and associates

If any such indication exists, the asset’s recoverable amount is
estimated. In addition, for intangible assets that are not yet
available for use and intangible assets that have indefinite useful
lives, the recoverable amount is estimated annually whether or
not there is any indication of impairment. An impairment loss is
recognised in the consolidated income statement whenever the
carrying amount of an asset exceeds its recoverable amounts.

The sources utilised to identify indications of impairment are
often subjective in nature and the Group is required to use
judgment in applying such information to its business. The
Group’s interpretation of this information has a direct impact
on whether an impairment assessment is performed as at any

given balance sheet date.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of assets (other than goodwill)
(Continued)

If an indication of impairment is identified, such information is
further subject to an exercise that requires the Group to estimate
the recoverable value, representing the greater of the asset’s
fair value less cost to sell or its value in use. Depending on the
Group’s assessment of the overall materiality of the asset under
review and complexity of deriving reasonable estimates of the
recoverable value, the Group would perform such assessment
utilising internal resources and engage external advisors to
counsel the Group in making this assessment. Regardless of
the resources utilitised, the Group is required to make many
assumptions to make this assessment, including the utilisation
of such asset, the cash flows to be generated, appropriate
market discount rates and the projected market and regulatory
conditions. Changes in any of these assumptions could result
in a material change to future estimates of the recoverable value

of any asset.
Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of the Group
is based on the evaluation of collectibility and aging analysis of
accounts and on management’s judgment. A considerable
amount of judgment is required in assessing the ultimate
realisation of these receivables, including the current
creditworthiness and the past collection history of each
customer. If the financial conditions of customers of the Group
were to deteriorate, resulting in an impairment of their ability to

make payments, additional allowances may be required.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Income taxes

As at 31 March 2007, the Group has unused tax losses of
approximately HK$35,456,000 available for offset against future
profits. No deferred tax asset in relation to unused tax losses
has been recognised in the Group’s consolidated balance sheet
due to unpredictability of future profit streams. In cases where
there are future profits generated to utilise the tax losses, a
material deferred tax assets may arise, which would be
recognised in the consolidated income statement for the period
in which such future profits are recorded.

Share-based payment expenses

The share-based payment expense is subject to the limitations
of the Black-Scholes option pricing model and the uncertainty
in estimates used by management in the assumptions. The
estimates include limited early exercise behaviour, expected
interval and frequency of open exercise periods in the share
option life, and other relevant parameters of the share option

model.
Fair values of convertible notes

The fair values of the convertible notes were calculated using
the Binomial model and the Monte Carlo Simulation Model. The
models involve assumptions on the Company’s credit spread,
discount rate, expected credit rating and future cash flows.
Should these assumptions change, there would be material

changes to the valuation.
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks which result
from both its operating and investing activities. The Group does
not have written risk management policies and guidelines.
However, the board of directors seats periodically to analyse
and formulate strategies to manage the Group’s exposure to
market risk. The Group’s exposure to market risk is kept to a
minimum. The Group has not used any derivative or other

instruments for hedging purpose.

The Group’s financial assets include trade and other receivables,
bank balances and cash, trade and other payables, bank
borrowings, convertible notes and bank overdrafts.

Foreign currency risk

The Group has certain investments in operations in Mainland
China, whose net assets are denominated in Renminbi.
Renminbi is not a freely convertibly currency in the international
market and its exchange rate is determined by the People’s
Bank of China.

Cash flow and interest rate risk

The Group’s income and operating cash flows are substantially
independent of changes in market interest rates as the Group
has no significant interest-bearing assets. The Group’s exposure
to changes in interest rates is mainly attributable to its long-
term borrowings. Borrowings at variable rates expose the Group
to cash flow interest-rate risk. Borrowings at fixed rates expose

the Group to fair value interest rate risk.

The Group has not used any interest rate swaps to hedge its
exposure to interest rate risk.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Credit risk

All the Group’s cash and cash equivalents are deposited with
major banks located in Hong Kong and the People’s Republic
of China (the “PRC").

The carrying amounts of trade receivables included in the
consolidated balance sheet represent the Group’s maximum
exposure to credit risk in relation to its financial assets. No other
financial assets carrying a significant exposure to credit risk.
The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and
customers.

Fair value

The fair values of financial assets and financial liabilities reported
in the balance sheets of the Group and the Company
approximate their carrying amounts due to their immediate or
short-term maturities. The fair value of non-current liabilities
was not disclosed because the carrying value is not materially
different from the fair values.

Liquidity risk

For the management of the Group’s liquidity risk, the Group
monitors and maintains a sufficient level of cash and cash
equivalents considered adequate by management to finance
the Group’s operations and mitigate the effects of fluctuation in
cash flows. Management reviews and monitors its working
capital requirements regularly.

For the year ended 31 March 2007
HE2007F3A318IEFE

B EEEEEREREE
(&)

ERRR

AREFERS LB S SEREHER
RERRREARKANE ([RE)) 2 B
877 -

RABERBRMIIZEZRUERE
SERESMEERE HRSEARR -
MEAtGEREENTENERRR - &
SEEENNAE-—EHEZEFP AR SY
FERRNE  YBERKEFZEAR

B o

AFE

HENH G IR R - 2R AKERAR
AZEREENSRARNAFERKE
ERE - ARFRBABEZHERATE
VEEAEZR  HABERBEFHELFE-

REBE SRR

REBRAEERDECARE  AEEE
EERMBRRASMERREBERR
EEBRBIERNKY  UBNAKEZE
BRBERERERDFE - BEEETE
HOErEBERELEESHER -
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

6. TURNOVER 6. EXEH

An analysis of the Group’s turnover, for both continuing and
discontinued operations, is as follows:

AEBEZEXR (BERBELERERLE
EB) T

2007 2006
HK$’000 HK$'000
BET T BT I

Continuing operations B E TS
Supply of gas HERR 344,582 85,539
Gas pipeline connection ERMREE 178,222 129,271
Property holding and investment VERR RIRE 89 1,727
522,893 216,537

Discontinued operation R

Glass products I 38 B o 9,613 24,070
532,506 240,607

SEGMENT INFORMATION

Business segment information is chosen as the primary reporting
format because this is more relevant to the Group in making

operating and financial decisions.

No segment information by geographical segment is presented
as over 90% (2006: over 90%) of the Group’s sales are made
in the PRC and over 90% (2006: over 90%) of the Group’s

assets are situated in the PRC.

For management purposes the Group is currently organised into
two operating divisions:

—  supply of gas and gas pipeline connection; and

—  property holding and investment.

These divisions are the basis on which the Group reports its
primary segment information.

MR EB DR E M EREBAT L R
BURRBAERE  WIRERTERET
Eﬁ o

AP SR 28190 % (2006%F : #190%) Z i
ERFHETRAKEBIONZEE
(2006%F : #190%) WHEFE - Eit - T~F
BREXWEE DD RER -

RABER  AEERHSSMEXRBED

#
~ HEREREBMAEE R
— MEHBREA

AEBERUESEREETIENRER -
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7. SEGMENT INFORMATION (Continued) 7. 7 EER &)
An analysis of the Group’s revenue and contribution by business TREVWAEEFAREBHEH WA R
segment during the year is as follows: B -
Continuing operations Discontinued operation
REEE BRLER
Supply of gas and
gas pipeline connection Property holding and
HERRR investment Total (Glass Products Consolidation
BRERREE NERERRE Chl REER &8
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

HK$'000  HKF000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK§'000  HKS000
BMTn  AETT  BBTR EETn BRTR BETn BRTn BMTn B%Tn AMTR

Turnover 2EB 522,804 214810 89 1,721 522,893 216,537 9,613 24070 532,506 240,607
Segment results AHREE 97,040 113,022 89 (3,889) 97,129 109,133 1,663 4,069 98,792 113,202
Unallocated other A REM

operating income TEWA 10,634 8,604
Change in far value TAREE

of convertible AT

notes £9 (19,797) (117,800
Covertible notes TRREE
issue expenses FIRY (13,122 (10,140)
Loss on disposal HEWE

of subsidiaries RABE (243) - (243) - (9,900) - (10,43) (5519)
Discount on BENE

acquisition of AL

additional interests 4w

in subsidiaries ik ] 9,240 =
Discount on WENE

acquisition of NAlkEE

subsidiaries V2T - 2,806
Unallocated APREE

corporate A

expenses (34,751) (24,699)
Finance costs BHRE (16,771) (2907)
Share of results of ElhBE

assoclates GES 25,299 652
Profit(loss) before Bita

taxation afl/ (658) 49,381 (35,711)
Taxation fiE (15,917)  (19,400)
Profit/(loss) for REE

the year &7/ (B8 3464 (GBI
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7. SEGMENT INFORMATION (Continued) 7. 2 EER (&)
Continuing operations Discontinued operation
RERE BRLES
Supply of gas and
gas pipeline connection Property holding and
HERRR investment Total Glass Products Consolidation
BERREE NERERRE At REER &8

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
HK$'000 HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000
BMTR  AETT  BBTR BETn AR¥R BETn BRIn BMTn B%Tn AMTR

Segment assets PREE 1,013,487 310,363 1,231 6984 1,020,724 317,347 - 25807 1,020,724 343,154
Interests in associates REENER 84,138 3,564
Goodwill L 225,050 44,725
Unallocated assets AAREE 106,951 104,825
Total assets BELE 1,436,863 496,268
Segment liabilities ARER 361,215 19,736 - 847 361,215 20,583 - 4742 361,215 25,325
Convertible notes TAREE 410,974 133,788
Unallocated liabilities AAREE 95,120 59,967

867,309 219,080

Depreciation & 15,728 5721 - — 15,728 5721 447 1,12 16,175 6,873
Unallocated amount FARYE 1,082 412
17,257 7,285

Loss on disposal of property, LENE  BER

plant and equipment B:PA 13,712 27 - - 13,712 2 - — 13,712 2
Unallocated amount AORHE 46 -
13,758 21
Amortisation of intangible assets BEEAE 3,605 - - - 3,605 - - = 3,605 =
Impairment loss of goodwill HEHESE 91 =
Revaluation gain on investment RENEER NS
properties - = (455) = (455) = - - (455) =
Capital expenditure AL
Property, plant and equipment, BRKEHELR
through acquisition of subsidiaries ~ 2#1% * BERZE 340,775 104,217 4,221 — 344,996 104,217 - - 344,996 104,217
Unallocated amount FAREE 3,668 =

348,664 104,217

Property, plant and equipment TEERGAME
by the group itself BERRE 110,781 9,029 2,561 — 113,342 9,029 3,559 2,247 116,901 11,276
Unallocated amount AAREE 19,615 3870

136,516 15,146

485,180 119,363
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For the year ended 31 March 2007
HE2007F3A318IEFE

8. OTHER OPERATING INCOME 8. Hi&&E IR A
2007 2006
HK$’000 HK$'000
BT T ok b
Continuing operations FEREXEK
Sales of equipment HE R — 331
Bank and other interest income RIT R E AT B WA 8,228 657
Compensation from supplier HEEEE — 1,957
Subsidy income A8 A 20 48
Write-off of long-outstanding account I 8 4= HA FE A5 R 3K
payables — 647
Surplus fund of scheme of arrangement B EE LB RHES
(Note) (BfT3E) — 10,746
Exchange gain HIEW 4,777 84
Revaluation gain on LAY
investment properties 2 EfhRE 455 —
Others =) 2,598 97
16,078 14,567
Discontinued operation ERIEETS
Subsidy income A0 A 1,103 1,494
Bank and other interest income HR1T R H A R A 4 —
Others HAh 1 —
1,108 1,494
Total st 17,186 16,061

Note : In prior years, the Company entered into a debt restructuring

and share subscription agreement with Wonderland

Development Limited, the former holding company of the

Group. The scheme of arrangement was set up to repay the

debt owing. In last year, this scheme had been finalised by the

appointed administrator after all claims had been fully settled

and therefore, the surplus funds were refunded to the Company.

e : RBEFE @ ARABEREEFZER

/2 A]Wonderland Development Limited

A AT E A R A

Bz - &

BZRITIRNERRRET - =
FrRAEREEEERR  ZEER
ABTERIL B =L Bt - BHRE

EEREART] -
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9. STAFF COSTS 9. BTRA
2007 2006
HK$’000 HK$'000
BT T BT
Details of total staff costs, including BINA (BIEESEWE) 25
directors’ emoluments are as follows: EIUNNE
Continuing operations BEREEK
Salaries, wages, allowances and He - I1& - ZHEEYAR
benefits in kind 33,803 21,945
Retirement benefits scheme R ORAE FIFT B 3K
contributions 1,730 822
Share-based payment expense LARR 15 B E R 5,677 9,307
Total staff costs including directors’ BITRAEEA(BIEESHS)
emoluments 41,210 32,074
Discontinued operation ERIEER
Salaries, wages, allowances and e IE - EHBEREYAE
benefits in kind 153 417
Retirement benefits scheme RORAE FIFT B
contributions 19 57
172 474
Total st 41,382 32,548

FRMRKZERAERAT  2006-20074 i 99



Notes to the Consolidated Financial Statements

A MR E

For the year ended 31 March 2007
HE2007F3A318IEFE

10. FINANCE COSTS 10. Bt # Bk A
2007 2006
HK$’000 HK$’000
BET T SR IT
Interest on convertible notes AR ER 2 F B 6,277 1,063
Interest on bank loans and overdrafts RITERRBEZFE
— wholly repayable within five years — ARSFENBHEE 18,275 1,799
Interest on other borrowing HiEEF S — 45
24,552 2,907
Less: amount capitalised in construction & @ EEFRAERE TR A
in progress (Note) 2 & &8 (k) (7,781) —
16,771 2,907
Attributable to: AR el -
Continuing operations BESEER 16,740 2,805
Discontinued operation BRI T 31 102
16,771 2,907
Note : Borrowing costs capitalised during the year arose on the specific Mzt : FRAEMEZBERANREBFERE °
borrowings.
11. TAXATION 11. %18
2007 2006
HK$’000 HK$'000
BET T BT
Current tax: BVERFR IH -
PRC Enterprise Income Tax PSR 20,180 19,400
Overprovision for prior years MEFEEEEE (4,263) —
15,917 19,400
Attributable to: AN pEf -
Continuing operations FELEETS 15,208 17,950
Discontinued operation BARIEET 709 1,450
15,917 19,400

No provision for Hong Kong Profits tax has been made in the
consolidated financial statements as the Group did not have
any assessable profit in Hong Kong for both years.

100

HRAKEAFER LFEHYEREE
BRG] - MW RNERE M ]RE
EHBEBN SV EE -
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

11. TAXATION (Continued) 11. %18 (&)

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

Pursuant to the relevant law and regulations in the PRC, certain
of the Company’s PRC subsidiaries are entitled to exemption
from PRC Enterprise Income Tax for two years commencing
from their respective first profit-making year of operation and
thereafter, they are entitled to a 50% relief from PRC Enterprise
Income Tax for the following three years.

Certain of the Company’s PRC subsidiaries are entitled to a
preferential tax rate of 15% under the Western China
Development policy.

Details of deferred tax liabilities are set out in note 28 to the
consolidated financial statements.

The taxation for the year can be reconciled to the profit/(loss)
per the consolidated income statement as follows:

EE B EMADAER 2 HIARE R RDARE
B2BRITRETHE -

REBEFEBREERAL - ARAETH
BB AR A A LSS [EENFEEE
REeHANTBEEEAEHRME - MEK3
FRIGERERRHR0%TEEEMF
Mo

ARRMNRAEETHEARRETERA
MABBREEZHFLS% NEEMEHR
$ o

BELEBRBEZHIFERERA
28 e

B M wER M

mEWEmERZRF, (BB) BAFE 2/
TEHEERWT ¢

2007 2006
HK$’000 HK$'000
BT T BT T
Profit/(loss) before taxation BB AT I (B518) 49,381 (35,711)
Tax at the applicable rate of 33% BB A R EI3%TE 2 FHIB
(2006: 33%) (20064 : 33%) 16,296 (11,785)
Tax effect of share of results of associates D 1EHEE A B 2L 2 IS 2 (8,349) (215)
Tax effect of income not taxable in /& 7€ JE FR Bt A
determining taxable profit BABTBIMA 2 i 2 (2,580) (4,708)
Tax effect of expenses not deductible for A HIF X H 2 B ig &
tax purpose 15,443 43,236
Tax loss not recognised RIERZHIBEE 9,126 11,000
Tax effect of 50% income tax relief WE A& 50%
granted to subsidiaries BREBRZMGTE (4,552) (4,317)
Tax effect of exemption granted to WE NRERRR 2 MG E
subsidiaries (2,410) (12,934)
Effect of different tax rate of subsidiaries  H{B A &) TR & 2 2 £ (2,794) (725)
Overprovision for prior years BAFEBEEE (4,263) —
Others HAh — (152)
Taxation for the year REERIE 15,917 19,400
hR#AREREEAT 200620074 101
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12.

102

DISCONTINUED OPERATION

During the year, the Group discontinued its glass products
business upon the disposal of its controlling interest in Mian
Zhu City Hongsen Glass Products Company Limited (the “Glass
Products”). The Glass Products was a 70% owned subsidiary
of the Group as at 31 March 2006. The Group acquired the
remaining 30% of equity interest from the minority shareholder
effective on 31 May 2006 at a total consideration of
HK$1,009,000. Discount on acquisition of additional interest
in subsidiary of HK$1,751,000 is resulted. The acquisition has
resulted in Glass Products becoming a wholly-owned subsidiary
of the Group.

During the year, the Glass Products reconstructed its plant,
property and equipment after moving to a new location and
increased its registered capital from RMB1,000,000
(HK$1,009,000) to RMB17,000,000 (HK$17,159,000) for
additional general working capital purpose. However, the Group
has not made further investment in Glass Products with a view
to focus its resources on developing core business. New
investors were introduced to make up the increased capital.
The Group’s interest in the Glass Products was decreased from
100% to 19% upon the completion of such increase in registered
capital and the Glass Products ceased to be a subsidiary of the
Company. The discontinued operation results in a loss of
approximately HK$9,900,000 included in the consolidated
income statement for the year ended 31 March 2007.

For the year ended 31 March 2007
HE2007F3A318IEFE

12. R UERE ZE£K

RAFE  REEHEERBITHALREK
BRRARAR (KBEMR]) 2ZRER
REEHFBWEMER ° R20065F3A31
B BEERSAEEEET0%ZHER
A o AREE LB 1,009,000 2 AR AE M
DB R Y IBER T 30% A AN M5 + H12006
FE5A3IAEN - WIBHEB AR EIMER
Z i B #1,751,0007T © U BB B
BERKAREBEZ2EHREMBAR -

FA- BEEMNRBNRULR - EREM
B MERRE - FBEERSEEMER
f A R #1,000,0007T (7 #1,009,0007T)
EMEAR®17,000,0007m (&%
17,159,000) (EREHELEES - A
M- ARBSETERZLOEBRABLHE
BB ST o Bt 5| AFTREE LA
BN o RIEIBRATERIL - AEBRHE
EmBER IR 100% M P> E19% @ fEK
BERTBRAARZHBERR - &L
REZEBXBEELBRHOHEY
9,900,0007T * E & ABZE200743H31H
IHRA MR -
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

12. DISCONTINUED OPERATION (Continued) 12.BERLLRE 2 X5 (&)

Profits for the year from discontinued operation

ERIEEEZRBGZFRIEF

1 April 2006 to

1 April 2005 to

31 July 2006 31 March 2006
2006F4H1HZ 2005%F4F1BZ%
2006 7H31H 200643 A31H
HK$’000 HK$’000
BET T BT IT
Turnover - 9,613 24,070
Cost of sales &R A (8,531) (18,717)
Gross profit EH 1,082 5,353
Other operating income HAh A& A 1,108 1,494
Administrative expenses THHAX (527) (2,826)
Finance costs B 75 B AN (31) (102)
Profit before taxation 0 A A 1,632 3,919
Taxation IR (709) (1,450)
Profit for the year from discontinued BRI 2 X2 FE R A
operation 923 2,469
Attributable to: TSI AL
Equity holders of the Company AKRARERFAA 712 1,728
Minority interests DEIR R = 211 741
923 2,469
Cash flows from discontinued operation: DA IEKEL 7 £B RS RS F5E ¢
Net cash flows from operating activities REKEEH RS RE T 5,326 3,511
Net cash flows used in investing activites FARIZREEZE ZE SRS E5E (3,559) (2,766)
Net cash flows from financing activities REMB T HESREFH — 968
1,767 1,713
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For the year ended 31 March 2007
HE2007F3A318IEFE

13.

104

PROFIT/(LOSS) FOR THE YEAR

Profit/(loss) for the year has been arrived after charging

(crediting) the following:

13. KEEBF S (58)

15 :

Continuing operations Discontinued operation

AERHF, (BE) MR GEA) Tol%

Consolidated

BEER BRIEER
2007 2006 2007 2006 2007 2006
HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000
B¥TR AEETrT  B%Tr  A%Trn  B%Tr  BETrx
Cost of inventories sold BEERERA 350,397 94,564 8,531 18,717 358,928 113,281
Auditors’ remuneration 2 Gl
— current year provision — HERE 3,500 2967 — = 3,500 2967
— underprovision in prior years — BEFEDE 293 — — — 293 —
Depreciation of property, plant nE - BELRENE
and equipment 16,810 6,148 447 1,137 17,257 7,285
Amortisation of prepaid lease payments E#EBER S 485 29 13 43 498 72
Amortisation of intangible assets BHEyEE 3,605 — — = 3,605 =
Minimum lease payments under MREFLERERRES
operating leases for rented premises  ff 228 2,466 918 — — 2,466 918
Loss on disposal of property, plant HENE  BEREEBR
and equipment 13,758 27 - — 13,758 27
Loss on disposal of prepaid lease HERMHEER
payments 303 — - — 303 —
Loss on disposal of available-for-sale &R HEREER
investments 79 — — — 79 —
Impairment loss of goodwil BERESE
(included in administrative expenses) (Gt AfTHEX) 91 — — — 91 —
Allowance for bad and doubtful B REMERFE L
debts in respect of trade and REGRE
other receivables 2,565 18 — — 2,565 18
Exchange gain B 5 oz 4,777) (84) - — (4,777) (84)
Interest income MEHA (8,228) (657) ) - (8,232) (657)
Revaluation gain on investment properties % & %% &1tz (455) - - = (455) -
Rental income under operating leases, HZEZHEZHEWA
less outgoing of nil RERT
(2006: HK$277,000) (2006 : &®277,0007T) (89) (1,450) - = (89) (1,450)
Share of tax of associates (included in ~ [E{GBE & A RFE
share of results of associates) (B ABEHEARNER) 13,704 110 — — 13,704 110
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14. EARNING/(LOSS) PER SHARE 14. 8RER, (EB18)
The calculation of the basic earning/(loss) per share attributable AARLBESEE AEGESREARF
to the ordinary equity holders of the Company is based on the J(ER) R TS sEstE

following data:

2007 2006
HK$'000 HK$'000
BETR BETT
Profit/(loss) for the year attributable to ARAERTEAEGFE
equity holders of the Company @Al (EiE) 22,123 (56,061)
Profit for the year from discontinued B ERE BRI A ET
operation attributable to ZEREXREF
equity holders of the Company used in (B18) 2 AR RAERHEA A
the calculation of basic earning/(loss) 1 F 1 i F
per share from discontinued operation (H#E12)
(note 12) 712 1,728
Profit/(loss) used in the calculation of BEFTERBRHBEREEL
basic earning/(loss) per share from BREARF /(BB 2
continuing operations il (E518) 21,411 (57,789)
2007 2006
Weighted average number of ordinary shares FESREARF (BB 2
for the purpose of basic earning/(loss) per share @Ak ANtE F & 3,190,879,300 2,629,455,628
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14. EARNING/(LOSS) PER SHARE 14. SRER ~ (FE) (&)
(Continued)
Diluted earning per share SREERR
The weighted average number of ordinary shares for the FEGIREE R F AT A 2 T @Ak N
purposes of diluted earning per share reconciles to the weighted HEHEAETREARRF], (B8) FriER
average number of ordinary shares used in the calculation of 2T BRI EEERNT

basic earning/(loss) per share as follows:

Number of shares

R
2007 2006

Weighted average number of STEEREARRBF

ordinary shares for the purpose (F5#8) FriE A 2

of basic earning/(loss) per share 57 P N AE 15 X 3,190,879,300 2,629,455,628
Effect of dilutive potential ordinary shares: E#5&{EM 2

BELTERZE

— share options — MR R 18,331,867 n/a“f~ i@ B
Weighted average number of ordinary STEEREERR

shares for the purpose of diluted Fir e A 2 i 3m A%

earning per share hniEF & 3,209,211,167 2,629,455,628
The computation of diluted earning per share for the year ended HZE2007F3A31 R L FESRESAT
31 March 2007 does not assume the conversion of the ZETE TR AR BN AR T 2 AT AR
Company'’s outstanding convertible notes since their exercise & BIEIRREESEBURERHE
would result in an increase in earning per share from continuing 7 HEI 2 BRRAFIE AN o
operations.
The diluted loss per share for the year ended 31 March 2006 is ERTEERERTERERESEHETR
not presented as the exercise of the share options and EER D - B 2 5 & £ 200653 A 31
convertible notes outstanding would result in a decrease in loss HIEFESREEESE -
per share.
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

15. DIRECTORS’ AND SENIOR MANAGEMENT'S 15.EENRSHEEEME

EMOLUMENTS
(a) DIRECTORS’ EMOLUMENTS @ E=#Me

ENHENTEEMSMT :

The emoluments paid or payable to the directors were as

follows:

For the year ended 31 March 2007 BZE2007F3A31HLFE
Salaries, Retirement
allowances benefit
and benefits ~ Share-based scheme
Directors’ in kind payment  contributions Total
fee Fe 2 MBRBA BHER  emoluments
EShe REVANE EX2AR HE 8 ame
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT BETR BETT BETR
Executive directors g
Xu Ruixin Gl - - - - -
Liu Jing 2z - 1,620 - - 1,620
Mo Shikang Rt - 1,833 - 23 1,856
Zhu Peifeng RIEA — 1,828 - 30 1,858
Zhang Hesheng R4 - 1,828 - 30 1,858
Jin Song il - 435 - 20 455
Yan Wing Cheung Bk
— resigned on 23 December 2006 — 20065128 23R FE - 686 505 9 1,200
Wong Ching K
— appointed on 23 December 2006 — R2006F12R 23R % — 230 — — 230
Independent non-executive directors BUEHTES
Liu Junmin EHETS 131 - - - 131
Tang Qinglian EEE - — — — —
Wong Shing Kay, Oliver BRE
— resigned on 3 October 2006 — 2006 10A3BEE 68 - - — 68
Chan Chuk Cheung, Ivan B
— appointed on 3 October 2006 and — R2006%10A3BZ AR
resigned on 23 December 2006 72006 1223 A BHE 32 — — — 32
Sin Ka Man b
— appointed on 23 December 2006 — R2006512R 23R ZE 33 - - - 33
264 8,460 505 112 9,341
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15. DIRECTORS’ AND SENIOR MANAGEMENT'S 15.EENSREEEME (&)
EMOLUMENTS (Continued)

(a) DIRECTORS’ EMOLUMENTS (Continued) (a) ESM< (&)
For the year ended 31 March 2006 HZE2006F3A31B IEFE
Salaries, Retirement
allowances benefit
and benefits  Share-based scheme
Directors’ in kind payment  contributions Total

fee  Hé 2H AR A RONER  emoluments
ESHe REWAE EEZNR SHEIfER el
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB BETT BETT BETT BB

Executive directors yIEZ
Xu Ruixin Gkl
— appointed on 11 April 2005 — R2005F4A11BE R = = = = =
Liu Jing Az
— appointed on 11 April 2005 — R2005F4A11BZE — 172 2,251 — 3,023
Mo Shikang BtR - 950 225 — 1,175
Zhu Peifeng RIER, — 928 225 — 1,153
Zhang Hesheng Pk — 928 225 = 1,153
Jin Song i
— appointed on 11 April 2005 — R2005F4A11BZF — 124 2,251 — 2375
Yan Wing Cheung Bk
— appointed on 15 July 2005 — 20057 B15B £ E = 551 1,472 9 2,032
Ong Chi King T
— resigned on 15 July 2005 — R2005E7 A15H BT — 192 2,251 5 2,448
Wang Ke Duan B3
— resigned on 11 April 2005 — R2005F4A11BEE — — — — —
Tijia Boen Sien ERe
— resigned on 11 April 2005 — 20055411 A = = = = =
Wang Jing Ning IRE
— resigned on 11 April 2005 — R2005F4A11BEE — — — — —
Keung Kwok Cheung ZE R
— resigned on 11 April 2005 — R2005F4A11BEE — — — — —
Kong Kwok Fai LEE
— resigned on 11 April 2005 — R2005F4 A11BEHE = = - - —
Independent non-executive directors BUEHTES
Liu Junmin HEdS
— appointed on 11 April 2005 — R2005F4A11BEF 124 — — — 124
Tang Qinglian ERE
— appointed on 11 April 2005 — R2005F4A11B R — = = = =
Wong Shing Kay, Oliver BRE 130 — — — 130
Siu Man Po FEUR
— resigned on 11 April 2005 — R2005F4 11 BEE 2 = = = 2
Wong Sin Yee BEE
— resigned on 11 April 2005 — R2005F4A11BEE — — — — —

—

256 4,445 8,900 4 13,615
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For the year ended 31 March 2007
HZE2007F3A318ILFE

15. DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

(a)

(b)

DIRECTORS’ EMOLUMENTS (Continued)

None of the directors of the Company waived or agreed to
waive any emoluments paid by the Group and no incentive
payment for joining the Group or compensation for loss of
office was paid or payable to any director of the Company
during the two years ended 31 March 2007 and 2006.

FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments, all
(2006: all) are directors whose emoluments are disclosed

in note 15(a).

During the two years ended 31 March 2007 and 2006,
no emoluments were paid to the five highest paid
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.

I5. EEREREERNE (&)

(a)

(b)

FRABRRERERAE 2006-20074F &/

A M AR

ESME @

BMEANREZTRERRBERET
AAERZ A 2ME - REZE2007
F3H31H K%2006%3A318 [FM1E
FE  AEBEBEZNRENRIE
FEMARRZESENBAEEE
Eh B < ok BE B HH1E o

EUGEEHEMAL

A7 (2006 © AfL) & F A5
AEE HME D HBERHELS)
W o

200743 H31H K%200653H31H
EREFE  ARERENHS
FTHUKSHMAL - ERMER
KB BRSIFRREREE -
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A MR E

16. PROPERTY, PLANT AND EQUIPMENT

110

For the year ended 31 March 2007
HE2007F3A318IEFE

16. W% - MEKRE

Furniture,
fixtures and
Buildings in office Plant,
PRC for ~ Leasehold  equipment  machinery
own use improvements &M~ and pipeline Motor  Construction
URFEz  BONE EER BE #E vehicles in progress Total
BRETF #E BLAERE REE RE  ERIR o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BRI BETT BETT  A%fr AT BETn
Cost A
At 1 April 2005 20054818 10,739 — 560 66,043 1,255 37,010 115,607
Exchange realignment ERAR 175 — 10 1,080 21 605 1,891
Acquisition of subsidiaries Wk B2 Al 3,369 — 384 45,002 314 55,148 104,217
Additions 0 505 427 371 2,383 3,362 8,098 15,146
Transfer EEE = — — 98,932 — (98,932) =
Transfer to prepaid expenses ~ BEFEMFEX - — — — - (230) (230)
Disposals HE — — — — (106) — (106)
At 31 March 2006 and R2006E3A318 &

1 April 2006 2006E4A1H 14,788 427 1,325 213,440 4,846 1,699 236,525
Exchange realignment ERAE 634 - 48 9,135 160 73 10,050
Acquisition of subsidiaries G =N 33,309 — 1,405 144,498 4,081 165,371 348,664
Disposal of subsidiaries HERBAR (2,328) — (45) (13,546) — (3,294) (19,213)
Additions 0 22,072 — 2,764 26,094 6,036 79,550 136,516
Transfer EEE 649 — = 124,501 = (125,150) =
Transfer to prepaid expenses ~ EEBENEX — — - — = (13,219) (13,219)
Disposals & (1,176) = (744) (34,021) (880) (25,464) (62,285)
At 31 March 2007 ®200743A31H 67,948 427 4,753 470,101 14,243 79,566 637,038
Accumulated depreciation and EiHHFER

impairment loss HEEE
At 1 April 2005 200554 A1H 126 — 44 1,203 99 — 1,472
Exchange realignment ERRE 2 - — 20 1 = 23
Provided for the year AEERE 501 21 191 6,078 494 = 7,285
Eliminated on disposal I} R 8 — — — — (79) — (79)
At 31 March 2006 and R2006%3A318 K

1 April 2006 R2006E451H 629 21 235 7,301 Bll5 — 8,701
Exchange realignment ERAE 69 - 27 667 48 = 811
Provided for the year KEEES 1,583 85 666 13382 1,541 — 17,257
Disposal of subsidiaries HERBAR (121) — (12) (1,737) — — (1,870)
Eliminated on disposal i R 8 (818) — (315) (1,998) (494) — (3,625)
At 31 March 2007 M200743A31H 1,342 106 601 17,615 1,610 — 21,274
Net carrying value RHFE
At 31 March 2007 ®200743A31H 66,606 321 4,152 452 486 12,633 79,566 615,764
At 31 March 2006 R2006%3A31H 14,159 406 1,090 206,139 4,331 1,699 227,824

As at 31 March 2007, certain of the Group’s buildings in PRC,
plant, machinery and pipeline with an aggregate net carrying
value of approximately HK$15,529,000 (2006: nil) have been
pledged to secure general banking facilities granted to the Group

(note 39).

M2007%F3A318 ' AEBEETFURFEH
ZEF  BEREEREERDFES
7% 15,529,000t (20064 : ) B F &
B UREETASEZ —RIBITEER

(f43E39) ©
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

16. PROPERTY, PLANT AND EQUIPMENT
(Continued)

The official property title certificates for certain of the Group’s
buildings with carrying amounts of approximately
HK$13,675,000 (2006: HK$333,000) in aggregate have not
yet been issued by the relevant local government authorities.
The directors are of the opinion that the Group’s right and
interest in such buildings will not be therefore severely

prejudiced.

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per

annum:
Buildings QOver the shorter of 40 years
or the operation period of
the relevant company
Leasehold improvements Over the shorter of the terms of
the leases, or 5 years
Furniture, fixtures and 20%

office equipment

Plant, machinery and 2.5% — 20%
pipeline
Motor vehicles 12.5% — 20%

16. ¥15% ~ BERHRE (&)

AEEBEETEFZRAEARNEE
13,675,0007T (20064 : ##333,0007T)
DR AR B AN T A4 R 35 L IE W) S
BE -BEERR ARERZEBTZHE
MEEETERNZIBRERSE -

FiE - B RREER A ESAE
T RYTE

= A0EHEAT
2L EARR
(ABEE BE)
HMEEE A HIBR 355
(A BB BE)
BRI FER 20%
BAER
BE - s 25%%E20%
NEB
B 12.5%%20%
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For the year ended 31 March 2007
HE2007F3A318IEFE

A MR E

17. INVESTMENT PROPERTIES 17. BEWE
2007 2006
HK$’000 HK$’000
BT T BEEFIT
Investment properties, stated at fair value AR FEINEZIREME
At 1 April R4A1H 6,984 48,138
Acquisition of subsidiaries (note 34) U BE B /B A &) (P 5E34) 4,221 —
Disposal of subsidiaries (note 33) HEH B A A (Ff5E33) (6,984) (41,154)
Additions N 2,561 —
Fair value adjustment NEEFE 455 —
At 31 March MR3A31H 7,237 6,984
Detail of geographical locations and WENMEZWBLE R
tenure of investment properties were: FHFBOT -
Mainland China — leases between FERH — HE SR 10F =50F
10 to 50 years 7,237 6,984

112

The fair value of the Group’s investment properties at 31 March
2007 have been arrived at on the basis of a valuation carried
out on that day by Asset Appraisal Limited, independent
qualified professional valuers not connected with the Group.
Asset Appraisal Limited is a member of the Institutes of Valuers,
and have appropriate qualifications and recent experience in
the valuation of similar properties in the relevant locations. The
valuation, which conforms to International Valuation Standards,
was arrived at by reference to market evidence of transaction
prices for similar properties.

The Group leases out certain investment properties under
operating leases, for an initial period of three to seven years,
with an option to renew on renegotiated terms.

At 31 March 2007, the Group’s investment properties amounting
to HK$1,756,000 (2006: nil) were pledged to secure bank loans
granted to the Group (note 39).

None of the leases include contingent rentals. During the year
ended 31 March 2007, the gross rental income from investment
properties amounted to approximately HK$89,000 (2006:
HK$1,727,000).

R200763A31E » AEEREMEZ R
FENDRBEZABISEBREXRYEM
ERBEENERRARAR (EAKH
I EERE) FRET 2 EERL - BENE
BRERARABEEAIEMEG LS8 -
VEABEEERK GO RARMA 28
D EETTHE - REBRGEERET
ZIEE  TR2ZERUNE R HERZ
MISBFERFH -

AEBERBEEHELHEE TIREWE
RUHRBESFETF - AERRENEH

fRREH -

MR200743A31H » AEE ZIREMES
&1 756,0007T (20064 : ) B T IR/E
ARTFAREBMIBITERZER (HI5E39) °

BEANEEREXAEE - REZE2007
FIAAIULFE  RKaREWMEZHEH
WA B %76 #89,0007T (20064 : B
1,727,0007T) °
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REXEIANBILER A M AR

18. PREPAID LEASE PAYMENTS 18. 5t &
2007 2006
HK$’000 HK$’000
BET T ke
The Group’s prepaid lease payments AEBENHEERE
comprise land in PRC under BHRABHENT 2
medium-term lease: AR
Cost K AR
At 1 April R4A18 9,222 5,110
Exchange realignment bE W & 385 —
Acquisition of subsidiaries (note 34) U BE B B A &) (P 5E34) 11,748 4112
Additions NE 9,672 —
Disposal of subsidiaries (note 33) B E B A (FfsE33) (1,953) —
Disposals e (436) —
At 31 March M3A318 28,638 9,222
Amortisation and impairment loss B R EEE
At 1 April R481H 119 47
Exchange realignment bE 5 S 22 —
Charge for the year REEZ MR 498 72
Disposal of subsidiaries (note 33) HEH B A A (FEE33) (59) —
Eliminated on disposal oL 5 BRF 3 6 (6) —
At 31 March MR3A31H 574 119
Net carrying value BREFEE 28,064 9,103
Analysed for reporting purposes as: ZERIRE DT
Current portion BN ERZR 15 594 366
Non-current portion JEBNHER ER 4D 27,470 8,737
28,064 9,103
The Group’s prepaid lease payments with carrying values of 7N &2 B AR TE (B 4978 793,000t (20064F
approximately HK$793,000 (2006: Nil) represent interest in land ) 2 FENES KRN A #
use rights in respect of which official land use certificate have = B BT DR B DA B ER
not yet been issued by relevant local government authorities. THE AR  c EERE - AEERZE
The directors are of the opinion that the Group’s rights and BFZEMEESTISRNZ I EEIE
interest in respect of such land lots will not be therefore severely = o
prejudiced.
At 31 March 2007, the Group’s prepaid lease payments i\?%7¢3ﬂ315 g (ﬁ%@é?ﬂ‘{fﬂé;’%
. . . 751 11,184,0007T (20064 : #) E T#
amounting to approximately HK$11,184,000 (2006: Nil) were ! ’ ' e N
& 10app g MIE RS T ARERTER Y IR (3
pledged to secure bank loans granted to the Group (note 39). 39) o
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R

19.

114

B RRME

For the year ended 31 March 2007
HE2007F3A318IEFE

GOODWILL 19. &
2007 2006
HK$’000 HK$'000
BT T BT T
Cost A AR
At 1 April R4A1H 44,725 41,093
Eliminated of amortisation accumulated — #& AR E B M ISR &
prior to the adoption of HKFRS 3 AR ZE 357 B 2 Rk 8 — (2,198)
Arising on acquisition of subsidiaries B W B BT B 2 R T = AE
(note 34) (MF7E34) 165,256 5,659
Arising on acquisition of additional B i B BT BB 2 R BE M
interests in subsidiaries mES 14,910 171
Exchange realignment bE 5 S 250 —
At 31 March R3H31H 225,141 44725
Amortisation and impairment B MR E
At 1 April R4/1H — 2,198
Eliminated of amortisation accumulated  #iBx ARS8 B 75 7R &5 2 Al
prior to the adoption of HKFRS 3 FI5RAT 2 RETEEEH — (2,198)
Impairment recognised during the year FAEERRE 91 —
At 31 March MR3A31H 91 —
Carrying value BRHEE
At 31 March M3A31H 225,050 44725

The Group tests goodwill annually for impairment 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 following subsidiaries:

AEESFRABMERE  XHBHRE

RRERREDRE - AIERTRARE
EEERS MEERENRANE @ 8K

MBARRKR —EBUNRSELSN
(FREELEM]) - REER - BENK
EEXEHEEKETIIKBEAR :
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For the year ended 31 March 2007
HZE2007F3A318ILFE

19. GOODWILL (Continued)

A M AR

19. B& (#&)

2007 2006
HK$’000 HK$'000
BET T ok b
Mian Zhu City Han Wang Natural B TEERARERA A

Gas Company Limited 2,384 2,286
Relevant natural gas assets in N EAERERAREE

Bei Chuan County 1,853 1,777
Chongging Zhongmin Gas EEFRMRER AR

Company Limited 1,664 1,596
Xin Hua Resources Investment Xin Hua Resources Investment

Limited Limited 38,895 38,895
Gas business in AZTHARERZMARFEDS

Yan Liang District, Xi'an 2,884 —
Fujian Province An Ran Gas Investment @EALZAMBREEBR QA KL

Company Limited and its subsidiaries HEfB AR ([BREER])

(collectively as “Fujian An Ran”) 162,372 —
Yunnan Zhongmin Gas Company Limited ZErEHERKRRBER D 7,130 —
Dehua Guang An Natural Gas BEEZRAZEBRAT

Company Limited 7,689 —
Others Hi 179 171

225,050 44,725

ReEABMZAIRESREDEENEH
ReELBUZREREZFEERER
MEE - s EEABEMRABZEER/R
RBRZERBZARE  BEX - &E
REZERAZAES EEEMNAAR
RMZHEREREELHEARREE
A BB 7 5 TE R g ) B L AT N SR R A A
BE - BRERARITFRBERTAA/EE -
EENERKAZEAEH TIZEEED
RIBEHTH 2 ARESH REE -

The recoverable amounts of the CGUs are determined from value
in use calculations based on the cashflow forecast of the relevant
CGUs. The key assumptions for the value in use calculations
are those regarding the discount rates, growth rates and
expected changes to selling price 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 expectation of
future changes in the market.
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19.

20.

116

GOODWILL (Continued)

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by management for the next
5 years on an estimated growth pattern at growth rates between
1.5% to 170% (2006: 2.34% to 12.45%) and a discount rate
of 12% (2006: 10%). 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. This pattern is consistent with the track record
of the Group’s projects.

For the year ended 31 March 2007
HE2007F3A318IEFE

19. BE (#&)

AEEDRBEEEERARSFEILLL
RORATHEER  RERXI5%E
170% (20064 : 2.34%Z%12.45%) K% 12%
BEIR K (2006%F : 10%) HEE < 18 RAE A 1R
RN G RETRA - WHIAEE KIERERIE
BEBZER  E2EZhEHRXART
F2BRAKELGER - ERAEREH
BEZEE B -

INTANGIBLE ASSETS 0. BILEE
Exclusive rights of
operations
BREEER
HK$'000
ok b
Cost [B#N
Acquisition of subsidiaries and balance IR B A R &
at 31 March 2007 (note 34) R2007F 3 A31H & & (i 5E34) 126,271
Amortisation 5
Charge for the year NEFE 3,605
Exchange realignment bE b & 96
At 31 March 2007 M200743H31H 3,701
Carrying value BREE
At 31 March 2007 R2007F3A31H 122,570
At 31 March 2006 R2006F3H31H —

Notes:

The addition arose from the acquisition of subsidiaries who was granted
with exclusive rights to operate in gas pipeline infrastructure and
provision of gas by local government in various cities in the PRC for a
period of 10 to 60 years.

All of the exclusive rights of operation are amortised on a straight-line
basis over the operation period of 10 to 60 years.

At 31 March 2007, the Group’s certain exclusive rights of operation
amounted to approximately HK$49,019,000 (2006: nil) were pledged
to secure bank loans granted to the Group (note 39).

i

s 38 hn & 2R Wi i o B T T it 07 IR
FHETARRMNBRARMREBERRIGIRE
REBHRRRHPLIOE60F 2 BREEET -

FIARREEENNEERRBI0E0FNE

MR200743A31H ' AEBZE THERE LR
4 5745 849,019,0007T (20064 : &) B T3
TFEAR T AEERITER ZER (HHEE39) °
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REXEIANBILER A M AR

21.INTERESTS IN ASSOCIATES 21. R E DN EIRER
2007 2006
HK$’000 HK$’000
BET T BT
Cost of unlisted investment R EMEEKA 58,187 2,912
Share of post-acquisitions profits less losses 2 i U & 18 % F) )k &5 18 25,951 652
84,138 3,564
Amounts due from associates JrE L Bt 2 R B SRR 16,150 —
Amounts due from associates are unsecured, interest-free and FEURES & N R SRIB S - R B RAR
repayable on demand. EREEE
The directors consider that the carrying amount of amounts BEREERH L RKIBZEAESRRD
due from associates approximates the fair value. FERE °
Movements in carrying amount of interests in associates during REE RN REERFAZZEHN
the year are shown as follows: T :
2007 2006
HK$’000 HK$’000
BET T BT
At the beginning of the year REH] 3,564 —
Acquisition of subsidiaries (note 34) 1 B8 B /2B 2 =) (Ffd 5E34) 4,806 —
Acquisition of associates Ug B B 2N A 49,645 2,904
Exchange realignment bE 5 & 824 8
Share of results of associates for the year N4 [Z JE(H & N A48 25,299 652
At the end of the year REFEL 84,138 3,564
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For the year ended 31 March 2007
HE2007F3A318IEFE

A MR E

21.INTERESTS IN ASSOCIATES (Continued) 21. ABE N T RER ()

Details of the Group’s associates as at 31 March 2007 are as M200743H31H - A& ZBE AR

follow: =V RN

Place of Group

Form of establishment effective

business and operation interest
Name of company structure R K rEE Principal activities
NCTECE EBEBER 4 P AE M BERER FEEK
HR)IFERRERAA Limited liability PRC 50% Provision of
(“Yin Chuan Zhongmin company i natural gas and gas
Gas Company Limited”) BRAA pipeline construction
REHERARR
MR E B
EBMNEFHABRERR AR Limited liability PRC 50% Exploration and
(“Yan Bian Hua Xin Qil company i extraction of oil
Exploitation Company Limited”) BRAA and gas in Yanji Basin
located in the
Yan Bian Korean
Nation Autonomous
Area in Jilin
Province, PRC
FEREEHMNE TS
TR 2R MEN R &
LS @2
ABHEERARER
BNEZAEEBRRBRAR Limited liability PRC 49% Provision of
(“Fuzhou An Ran Ju Pipeline company F natural gas and gas
Gas Company Limited”) BRAA pipeline construction
REHERARR
MR E B
EFfEZMRRERAR Limited liability PRC 49% Provision of
(“Xiamen Jia An Gas company i natural gas and gas
Company Limited”) BRAA pipeline construction
REHERARR
MRE RS
FRAEZUERBIEERABR AR Limited liability PRC 40%  Participate in supply
(“Zhongmin Zai Xian (Beijing) company i of video lottery
Technology Development Limited”) o /NE] system and
equipment
in the PRC
FHR B 22 AR BER 2=
R RFE A E
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

21.INTERESTS IN ASSOCIATES (Continued)

Included in the cost of investment in associates is goodwill of
HK$39,376,000 (2006: HK$1,379,000). This goodwill is
attributable to the anticipated profitability of (1) sales and
distribution of gas fuel and related products, (2) the gas pipeline
construction operations, (3) exploration and extraction of oil
and natural gas in Yanji Basin and (4) the participation in supply
of video lottery system and equipment respectively. The
movement of goodwill is set out below.

21. Rt E N RIER (&)

BERRRERANBREFARKBHEA
7] 2 4 2 7 E% #39,376,0007T (2006
F : B¥1,379,0007T) ° LB TIEER
(DEE RS HEMRMBEER - QQRAR
EBERER  QUWRERARETRAMZ

ARRERARER  RASERBEER
mEkREHEZFARENES - BEZE
BHEINMT

2007 2006

HK$’000 HK$'000

BET T BT

At 1 April R4R1H 1,379 —
Exchange realignment P A& 59 —
Arising on acquisition of associates B W s e = N R E A 37,938 1,379
At 31 March MR3A31H 39,376 1,379

The Group tests goodwill annually for impairment or more
frequently if there are indications that goodwill might be
impaired.

The recoverable amounts of interests in associates are
determined from value in use calculations. The value in use of
the investment represents the Group’s dividends from
associates. The amount of future dividends depends on the
profitability and availability of cash of the associates.

The cashflow forecasts were prepared by the management of
the associates and were derived from the financial budgets
covering a period of 5 years approved by management of the
associate on an estimated growth pattern at growth rate between
7.8% to 120% (2006: 10%) at discount rate of 12% (2006:
10%). 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.

AEEGFRAHERNE  HEHRE
TEER D RE - RIEATRARE -

BERFRREZAINESRIAEREE
AH - REZERERA KRB Z QT
WERZ IS - RRBEMBBEREHER
AZANENRRE 2 F B -

BeRBRANEREREBRBSF T
BRUAERET 8%ZE120% (20064 :
10%) K Bh3R & 12% (20064F : 10%) He
ZREEANRHEASRERR - WHEH
RERERBEREB IR  £2EHHE
My RARRITEZ BREAREDER
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21.INTERESTS IN ASSOCIATES (Continued) 21. REtE QR REE (])

The summarised financial information in respect of the Group’s AEEBE NG P BERB MM T
associates is set out below:

2007 2006
HK$’000 HK$'000
BT T BT T
Total assets BEAT 159,485 5,923
Total liabilities BIERRE (63,808) (1,553)
Net assets BEFRE 95,677 4,370
Group's share of net assets of associates ~ AREBE(LHEE QAR & EFHE 44,762 2,185
Revenue Iz 99,762 2,914
Profit for the year REE i A 51,171 1,304
Group’s share of results of associates AEBEEMGBMENRANFEEE
for the year 25,299 652
22. AVAILABLE-FOR-SALE INVESTMENTS 22. M HERE
2007 2006
HK$’000 HK$'000
BT T BT T
Unlisted equity securities Ik E TR AN FE 5 11,601 194
The above unlisted investment represents investment in unlisted it IE ETIRE R R B A L 2 FAA
interest in a private entity incorporated in the PRC. They are BERMETZIELTRAEFSR2KE - A
measured at cost less impairment at each balance sheet date REBRAVFEMFTNHBEEKN - UBAR
because the range of reasonable fair value estimates is so AESERAEATETRAISEMAE @
significant that the directors of the Company are of the opinion ERREESHEEREKARBBERZ °
that their fair values cannot be measured reliably.
23.INVENTORIES 23. 78
2007 2006
HK$’000 HK$'000
BET T BT IT
Construction materials, spare parts EEMR - EHREER
and consumables 11,018 1,383
Gas appliances MR EEE 233 257
Glass 3] — 2,764
Gas, including natural gas and liquefied ¥ (BIEXAT M
petroleum gas B ABR) 12,154 =
Others H 157 —
23,562 4,404
At both balance sheet dates, all inventories were stated at MNEEEH  FEHIRKAYIEE -
cost.
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

24. TRADE AND OTHER RECEIVABLES 4. EZ R EMEWKRFEIE

The Group allows a credit period ranging from 30 to 90 days to

its customers.

The following is an aged analysis of trade receivables:

ARERTEF ZEEHH308EAT
% o

BHRWRZREDITAT

2007 2006
HK$’000 HK$’000
BT T BT T
0 — 3 months 0 — 3f@A 14,002 13,372
4 — 6 months 4 — 6 @A 847 52
6 — 12 months 6 — 12 @A 1,325 465
Over 1 year 1F A 2,587 —
Trade receivables B 5 R WFRE 18,761 13,889
Advances to third parties (Note) FE=F 2B () 5,275 —
Prepayments SEENE O] 25,618 19,498
Bill receivable e ZE 4% 1,009 —

Deposit paid to/payment in ST HER 2
advance to suppliers BE B 33,894 9,311
Deposit paid for capital expenditures INEAREZ RS 15,140 —
Deposit paid for investments TR EES — 18,391
Others Hib 18,999 5,395
118,696 66,484

The balance represents: EHRRE

Trade and other receivables, gross B NEMEWFIEERE 121,279 66,502
Less: accumulated impairment B BERE (2,583) (18)
118,696 66,484

Note: The advances to third parties are unsecured, borne interest at

5.58% and repayable on demand.

The fair values of the Group’s trade and other receivables at 31

March 2007 approximate the corresponding carrying amounts.

MisE : BS=DBHRAEER M 2558%K%A
REIBHEJIREER -

F2007F3A3IBAEE 2B 5 K HMIE
WHEZz A FEREREERS
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25. TRADE AND OTHER PAYABLES 25. E 5 R HAMEARIEA
The following is an aged analysis of trade payables: BHSENERZERDITAT ¢
2007 2006
HK$’000 HK$’000
BET T BT
0 — 3 months 0 — 3f@A 16,285 2,990
4 — 6 months 4 — 6@ A 4,031 55
Over 6 months 6f& A LA E 21,889 1,893
Trade payables B 5 MR 42,205 4,938
Deposits received from customers (Note i) WEUEF z & & (Kt 15,464 5,583
Convertible notes interest payable FET AT R AR IR F B 2,169 635
Customer gas deposits EPMRIES 13,952 —
Other deposits received EE WL & 6,056 —
Gas fee income received in advance Al MR E WA 12,506 —
Received in advance for the exercise BT B AR BE TR YRR
of share options (Note ii) (K1 azii) 9,607 —
Other payables for the purchase of WM  BEREEZ
property, plant and equipment = D] 8,803 —
Accrued charges and other payables FEET B A R H M B (S 3B 38,788 14,169
149,550 25,325
Note i:  Deposits received from customers represent the gas pipeline Hiati . WREBRFZESEERERZRREE
connection fee received but the pipelines have not yet been EERBRA - EEBHARTK ©
completed.
Note ii: Received in advance for the exercise of share options B aEii © BLATEBE AR M TR ST AN E I A R YR AR
represent the amount received from the share option holders. BRERSBAZESE REERAE
The Company allotted and issued the shares to the share BIRERBATTERRE  ~28H
options holders as a result of the exercise of share options MmAL s REITIRD - FIBREL2HEEE
subsequent to the balance sheet date. Please refer to note BF 75 SRR BT 5240 o

40 to the consolidated financial statements for details.

The fair values of the Group’s trade and other payables at 31 R2007F3A3IB 2 AEBZE 5 R EAM
March 2007 approximate the corresponding carrying amounts. EANZEZ AFELERRBERE °
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REXEIANBILER A M AR

26. BANK BORROWINGS 26.8R1ITER
2007 2006
HK$’000 HK$’000
BT T BT
Secured bank loans BEMIEITER 122,377 11,518
Unsecured bank loans EIRIRITE R 110,023 19,553
232,400 31,071
The bank loans are repayable: AR TSR REEEZRITER
Within one year or on demand —F AR B R 106,238 28,264
In the second year RE—_F 52,488 2,807
In the third to fifth years, inclusive REZZRF (BIEEEMF) 73,674 —
232,400 31,071
Less: amount due within one year shown & : RBEEER S —FR
under current liabilities EI| B e S 25 (106,238) (28,264)
Amount due after one year —F 1R E| B FE S 5 126,162 2,807
Secured bank loans were secured by pledging of various assets EEBRTERUERAEB 2 ETEE
of the Group, details of which are set out in note 39 to the TERER « FRBETIRERE SRR T
consolidated financial statements. 39 -
All bank loans (secured and unsecured) are fixed rate A RITE R (B &SI IH) &5 F| =
borrowings of which interest rates are in the range of 4.88% to NT4.88%E7.96% 2 [ETE B EEFK (2006
7.96% per annum (2006: ranging from 1% to 10.04%). F: AH1I%ZE10.04%)
The directors of the Company consider the carrying amount of AAREEZRRAEE —FAEH 2 RIT
the Group’s bank loans within one year approximate their fair EREAEEEQNTERLD - WiEEr—F
value and estimate the difference between carrying amount and BERETERCERAEREENTEZE
fair value of bank loans due after one year as insignificant. BT BMARE -
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For the year ended 31 March 2007
HE2007F3A318IEFE

A MR E

27.CONVERTIBLE NOTES 27. AR ERE

REBRARABR2007F3A31H W2
AR ER I TArE

The details of the Group’s and the Company’s convertible notes
outstanding as at 31 March 2007 are set out below:

Convertible note
— Indopark
(the “Indopark”)
ARREE
(Tndopark])

Convertible note
— Equator

(the “Equator”)
R EE
(TEquator])

Date of issue

FITEH

Aggregate principal amount

BRI ARG

Coupon rate
RHEHEX

Conversion price (HK$)

BRE(E (HKS)

Conversion period

i

15 June 2006
20066 A 15H

US$40,000,000
(approximately
HK$310,000,000)
40,000,000 7T
(#97%%310,000,0007T)

2 percent
2%

HK$0.60
75 H0.607T

six months after the
issue date and

up to the tenth
trading day before
the maturity date

28 October 2005
2005410 A 28H

US$20,000,000
(approximately
HK$156,000,000)
20,000,000 7T

(#7975 ¥ 156,000,0007T.)

2 percent
2%

Note (i)
N EEE0)

2 calendar months after
the issue date and
ending on the date

3 weeks prior
to the maturity date

FRE71T A M~ E A FRE1T AR Em

EHRFTEEEEA A mEE Az BF%E

+EZ %A 1z 8E REIER B RIfE ™

—EE28zH1E

Collaterals Nil Nil
A s =
Maturity date 14 June 2009 27 October 2008
Bl -h= 2009F6 A 14H 2008 10A27H
Note (i):  at the lower of (i) fixed conversion price of HK$0.3433 or Btati : BBRERNAT 2 BIEE A% E TR

MR (B E#0.3433 Lk (i) F BN R R (B
(FBERERBRE A BRT30EEAR
HHEN - AFENBEZEEES
AR5 A2 FaE) -

(ii) floating conversion price, which is equal to the average
of any four consecutive trading days as selected by the
holders during the 30 consecutive trading days
immediately prior to date of conversion.
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

27.CONVERTIBLE NOTES (Continued) 27. AR EE (8)

Other terms for Equator

The Company is entitled to redeem the note by paying a
premium of 6% per annum if the closing price of the Company’s
shares is equal to or less than 65% of the fixed conversion
price of HK$0.3433 (i.e. HK$0.223 or below). In addition, if
the amount of the note being converted is less than US$5 million
after six months from the grant date or less than US$10 million
after 12 months from the grant date, the Company is entitled to
redeem the balancing amount of the convertibles which is not
converted.

If the share price of any 10 consecutive trading days is equal to
or less than the 40% of the fixed conversion price, the holders
can require the Company to redeem the notes. The redemption
schedule is 50% of the notes to be redeemed within six months
after notice, another 25% within nine months and the balance
amount within twelve months. The Company’s circular dated
12 October 2005 contained the details of the terms of the notes.

Other terms for Indopark

The convertible note shall be redeemed by the Company at
106% of their principal amount on the third anniversary of the
issue date of the convertible note.

If on each anniversary of the issue date of the note the average
volume-weighted closing price per share for the 15 trading days
up to and including the trading day immediately prior to such
anniversary (the “Reset Reference Price”) is less than the then
current conversion price, the conversion price will be reset to
the Reset Reference Price, subject to the floor price of HK$0.50
per share.

As determined by an independent qualified valuer, Asset
Appraisal Limited, no value has been assigned for these
redemption options of the issuer and holder as they are
considered to be insignificant in value.

A BEquator 2 E b & 7%

ARBARINELS R 2 HEEERE
B AR AU EEER SRR EE R
AR (B4 #£0.34337T.265% (AN #0.2237T
AT o AN - R h B HE 618 A
& - B ABMEERSFRIKRN5,000,000%TT -
IR REBEHPEFI2EARER
10,000,000 7T + A2 R A HERE @ H AR
B ABBRRIBHR TR

fAPMER I0EZEER 5 A 2 REEERHK
BEREERIREZ240% @ 5B AR ERK
NAEEREE - BOREAREIBANE
618 A REEE50% 2 R - 9ff A REE 5
Sh25% KN 12MA A NI e 5 - B
RBRGERZFHIEHE2H AR F2005F10H
12B 28K °

4 B Indopark 2 H

ARRFAINETHEE =ZFFRAIBERE
BAE R 2106%8E [ Al WAL RR -

NIRZBRETENE BT - SBREHR
BEEEZBFRYNNRSH (KB
ZB) ke t+RER S H eI FIEKRH
EB([BFI2ZE]) BRERNBRE &
BMERENMREREINLSEZE  HEERT
PR A B AZ0.508 T BIR -

BB A ERGERREENMERERA
RARIMETE @ WERTARKAEAZE
ClE RN B T EAEE  HaFEE
RZBERGE/MTEE -
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27.

126

B RRME

CONVERTIBLE NOTES (Continued)

The functional currency of the Group is Renminbi and the
conversion option of these notes is denominated in U.S. dollars.
Since the conversion price for the notes is subject to change,
the conversion will not result in settlement by the exchange of
a fixed number of equity instruments. Therefore, upon
application of HKAS 32 and HKAS 39, it was determined that
the notes do not contain any equity component and the entire
notes were designated as “financial liabilities at fair value
through profit or loss” which requires the notes to be carried at
fair value at the balance sheet date and the changes in fair
values are recognised in the consolidated income statement.
During the year, a loss on change in its fair value of approximately
HK$19,797,000 is recognised in the consolidated income
statement (2006: approximately HK$117,800,000).

The Company incurred one-off expenses of approximately
HK$13,122,000 (2006: approximately HK$10,140,000) for the
issuance of the note. Such expenses have been recognised in
the consolidated income statement for the year.

The fair value of the notes at each of the balance sheet date
was calculated using the market value basis. The inputs into
the model were as follows:

For the year ended 31 March 2007
HE2007F3A318IEFE

27. A IR R B ()

RARZMEEEEBARYE  WEREY
BRI ETTAEE - BRIRRE
AT MRTSEBANETH B R
RIAEAGE - At - REMBESBSRT
IR FEIRE - AEEBETEE
WARBEEMRERD - MEHREEE
EAMRATFEFABSEZEHAE] B
TEEEBENGEERBNUATEYE  HAF
BZBHREERERANER - TR - 47
ARFERANERE QA FEESHEEZER
#1578 %19,797,0007T (20064F © 4378 #
117,800,0007¢) °

ARRIRBETREMSE —RIEFRAE
#13,122,0007T (20064 : %) /& ¥
10,140,00070) ° ERXERZFELE
Wz AR R RERR ©

REEER  RBRZAFHEERMERERE
AE o BB ZBAENT

2007 2006

Indopark Equator Equator

Stock price f& (& HK$0.5300 HK$0.5300 HK$0.5700

B #0.53007T B¥0.5300t B#0.57007C

Exercise price TEE HK$0.6000 HK$0.3433 HK$0.3433

7B #0.60007T B¥0.3433 7T B#0.34337C

Expected volatility TEHA R i 56.78% 56.78% 40.00%

Stock borrowing cost f& 1% 18 B A A 3.73% 3.79% 4.31%

Expected dividend yield TEHARR B e 0% 0% 0%

Market yield i 13.20% 13.20% 6.88%
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For the year ended 31 March 2007
HZE2007F3A318ILFE

28.

29.

DEFERRED TAX LIABILITIES

The components of deferred tax liabilities recognised in the

28.

A M AR

EERERE

BEEREABZEARBNRGEEERE

consolidated balance sheet and the movements during the year KR - RO RAFE 2 B En
are as follows: I
Property, Revaluation
plant and  of investment
equipment properties Intangible
ER 1 Eff assets Total
& RENE ENEE &t
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BETT
At 31 March 2005 and R2005F3A318 Kk
31 March 2006 2006F3A31H — 61 — 61
Acquisition of subsidiaries (note 34) WK B DAl (Bf5E34) 2,426 — 25351 27,777
Disposal of subsidiaries (note 33) HERB DR (#333) — (61) — (61)
At 31 March 2007 #200743H31H 2,426 — 25,351 27,777

At the balance sheet date, the Group had unrecognised tax
losses of approximately HK$35,456,000 (2006:
HK$35,533,000) available to offset against future profit. No
deferred tax asset has been recognised in respect of the
unrecognised tax losses due to the unpredictability of future
profit streams. Such unrecognised tax losses will be carried
forward for five years from respective dates of origination.

OTHER PAYABLES — DUE AFTER ONE
YEAR

The amount represents unpaid balance of consideration payable
for the acquisition of additional interest in a subsidiary during
the year (note 36). The balance is unsecured, interest-free,
repayable by instalments and will be fully repaid in January
2009.

The directors have assessed the fair value of the balance by
considering the effect of discounting the balance with applicable
market interest rate and are of the opinion that such effect is
not material and the carrying amount of the balance does not
materially deviate from its fair value.

29.

PRABFZERBRAE 2006-2007 F =

REER - AEBEAERERREF 2
KR IEEIE L BB #35,456,0007T
(20064 : ##35,533,0007T) ° KRN
wA TR FER - A AR BIEE
BHRERAELCHIEEE - xSABRZHIE
BEARBARAZAEFNER -

Hitb B FIE - —FREH

ERSBRRINAFERER —EHE
RAEZBIMER Z B RE 2 AR
(MI5E36) - AR VEER 28 - O
EE NG HR2009F 1 A 2 BUEE -

EEDEBERVERTISN RBRZE
R BhNREHRIATE  ARRE
MYEYTEARGHRZREENSEE
RFERERRE -
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30.
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For the year ended 31 March 2007
HE2007F3A318IEFE

SHARE CAPITAL 30. ®A
2007 2006 2007 2006
Number of shares Number of shares HK$'000 HK$'000
RAEAE Rir&A BETT BT
Shares of HK$0.07 each FREESE0.07T
Authorised: ETE
At the beginning of the year REA] 4,999,999,999  4,999,999,999 350,000 350,000
Increase of share capital BRASE M 3,000,000,000 = 210,000 =
At the end of the year RER 7,999,999,999  4999,999,999 560,000 350,000
Issued and fully paid: DETRAR
At the beginning of the year REA] 2,885,559,946  2,614,715,736 201,989 183,030
Issue of shares upon exercise of TEERERRITRG
share options 411,400,000 36,000,000 28,798 2,520
Issue of shares upon conversion of ERTARZERRTRA
convertible notes 123,124,788 234,844,210 8,619 16,439
Issue of shares for acquisition of subsidiaries ~ UWEEMT B A AIEF B TM (D 200,000,000 = 14,000 =
3,620,084,734 2,885,559 946 253,406 201,989
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

30. SHARE CAPITAL (Continued) 30. IR 7= (48)

Notes:

Pursuant to the special resolution passed on 3 October 2006, the
authorised share capital of the Company was increased from
HK$350,000,000 to HK$560,000,000 by the creation of an additional
3,000,000,000 shares which is rank equally in all respects with all
issued shares.

On 15 November 2006, 200,000,000 ordinary shares at a price of
HK$0.40 each were issued to satisfy the consideration pursuant to the
Management Rights Transfer Agreement dated 29 September 2006
entered into between the Company and an independent third party as
an introduction fee for the transfer of the rights of operation of gas
business in Fujian An Ran.

On 18 July 2006, 1 August 2006, 23 August 2006, 26 September 2006,
26 October 2006, 27 October 2006 respectively, the Company allotted
and issued an aggregate of 387,800,000 shares of HK$0.07 each for
cash at the exercise price of HK$0.105 as a result of the exercise of
share options.

On 26 March 2007, the Company allotted and issued 2,600,000 shares
of HK$0.07 each for cash at the exercise price of HK$0.365 as a result
of the exercise of share options.

On 6 February 2007, 8 February 2007, 21 February 2007, 2 March
2007 and 26 March 2007 respectively, the Company allotted and issued
in an aggregate of 21,000,000 shares of HK$0.07 each for cash at the
exercise price of HK$0.40, as a result of the exercise of share options.

On 28 November 2006 and 9 February 2007, 77,800,000 shares and
45,324,788 shares, respectively, of HK$0.07 each were issued to the
convertible notes holders upon the partial conversion of the convertible
notes of HK$23,340,000 and HK$15,560,000 respectively at a
conversion price of HK$0.30 and HK$0.3433 each.

All the above shares rank pari passu in all respects with other shares in

issue.

et -

RIZP 20064F 10 A3 H Prid iR 2 7 Al R =

AR A2 A E B ARG R #ESN3,000,000,0008% 4%
17 B35 ¥ 350,000,0007T 1 % 7% # 560,000,000
T RERODEERTHESHEBETROE
BRI EHER -

72006411 A 15H + 200,000,0008% & I E &
RB0.40TT 2 EBRNERRIEAR A R EF L
E=7MN2006FOA29BA T A AEEREL
AEEMREB L CERZBERRBE ZR
® o

7200647 F18H - 20068 A 1H - 200648
H23H - 200659 A26H - 20065108260 &
2006F10A27H « BREEHITE - AR AR
TEBEREE0.106T2RE - BERBETA
$£387,800,0000% & I E{E & #50.07 7T Z B&1D ©

M20073 8261 @ AERERITE - AAH
RITEESRERK0365TT 2 RS @ BB KRBT
2,600,000 & i E BB #0.077T 2 R 7 °

2 B 200742 A6H ~ 200742 A8H + 2007
F2R218 - 200743 A2H k200743726
B - EBRERTE  ARERTERESRE
#0402z B & - BB R E 174 21,000,000
R e EEE$0.07 T 2 ’in -

72006411 A28H k200762 H9H + R
& 9 Bl &A1 23,340,000t & 1 15,560,000
T2 AT MRREEE AR A D LR AR R
B - RNRE D BIAMAE &A% #0.307T KB
#0.343370 8 1777,800,0000% K 45,324,7880%
BREEE$0.07TZ KRG -

bt ERR G BEME EITRMEME S EE
FREEF -
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31.
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SHARE OPTIONS

The Company operates a share option scheme (the “Option
Scheme”) for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the
Group’s operations. Eligible participants of the Option Scheme
include full-time employees (including executive directors) of
the Group. The Option Scheme became effective on 4 April
1997 (the “1997 Share Option Scheme”) and, unless otherwise
amended or altered, will remain in force for 10 years from that
date.

On 3 October 2006, a new share option scheme (the “2006
Share Option Scheme”) was adopted by the shareholders of
the Company and the 1997 Share Option Scheme were
terminated accordingly on the same day and no further options
will be granted under the 1997 Share Option Scheme but in all
other respects, the provision of the 1997 Share Option Scheme
shall remain in full force and effect in respect of any options
granted prior to the adoption of the 2006 Share Option Scheme
and any such options shall continue to be exercisable in
accordance with their terms of issue.

Term of 2006 Share Option Scheme

As at 31 March 2007, the total number of shares available for
issue under the 2006 Share Option Scheme was 15,523,994,
representing approximately 0.43% and 0.40% of the issued
share capital of the Company as at 31 March 2007 and the
date of this Annual Report respectively. Without prior approval
from the Company’s shareholders, 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 any point in time, and the aggregate number of shares
in respect of which options may be granted to any individual in
any year is not permitted to exceed 1% of the shares of the
Company in issue at any point in time.

For the year ended 31 March 2007
HE2007F3A318IEFE

31. B AE

RNARRAE—EBRETE ([ZErE)) -
FEUEB R BEAEEZKINEEEL
BEIZEBIR2HE - ZiT8lzAEKS
HEMEAEBC2HBES (BERTE
F) c RIEBIMEFTHES - ZETEIHH
1997F4 B4R B+ FREM ([1997F i
RAEEElD) -

R2006510A3H » AR BIRBRRANFE
Perest &) (120064 BB AR 81) - 1997
FREBETERNFABRAL - BHIE
BRE1997F B AT SR B E B K
& - BRLERAN2006F IE At At 8 2 B AT IR
HZ EEEREN S - 1997 B8
EREEMTEDATRENRER - B
Ef%EBRERRBEERITHRREET
PAATHE ©

20064 s IR fE =T 8 2 1R K

200743 A31H » RIF20065 A ERT
SR 1T 4B 73 15,523,9940% - BIA
AEIR2007F3A3IB RAFRAFRAE
BITIRA D RI4R0.43% K 0.40% ° K15
ARBBRELAER - B EIA
FTROBREZRNDABRTFEBARF
PEMEEE EITRM 210% - RREMA
FRE A EFERNA LR B R FREBR
B2EBITRETRITRMNDZHE TSHE
BARRNRANEMRED HTRNDZ1% °
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

31.SHARE OPTIONS (Continued) 31. BB AR FE (&)

Term of 2006 Share Option Scheme (Continued)

No amount is payable on acceptance of an offer to grant an
option to subscribe for the shares of the Company granted
pursuant to the 2006 Share Option Scheme (the “Offer”). The
2006 Share Option Scheme may be exercised at any time for a
period of ten years commencing after a period of six months
from the date of acceptance of the Offer, subject to the
conditions imposed by the board of the directors of the Company.
The exercise price of the option shares would be at a price
equal to the higher of: (i) the closing price of the shares of the
Company on the Stock Exchange’s daily quotation sheet on the
date of offer of the option; (ii) the average closing prices of the
shares of the Company on the Stock Exchange for the five trading
days immediately preceding the date of offer of the options;
and (iii) the nominal value of a share.

During the year ended 31 March 2007, 56,000,000 options
were granted under the 2006 Share Option Scheme to the
Company’s employees of the Group. For the year ended 31
March 2006, 116,800,000 options were granted under the 1997
Share Option Scheme to the Company’s directors and employees
of the Group.

At 31 March 2007, the number of shares in respect of which
option had been granted and remained outstanding under the
2006 Share Option Scheme and the 1997 Share Option Scheme
was 56,000,000 and 67,200,000 respectively (2006:
90,800,000 under the 1997 Share Option Scheme),
representing 48.6% (2006: 44.9%) of the shares of the
Company in issue at the date.

20064 8 B 5T & 2 fR R (8)

BERZEEBAGNRBANZANRE
20064 FE Rt At 81 2 PR R ([ )
RIBARR A Befn 2 FERHE © 20065 FEAX
BB R A EAR YL B 2 &6(E A
HAREE ST 10 BRI 1T - MRS
RARARBEE SR L 2RI - BREZ
TREESER  ORBRERLEAE  »©
R PT A MRAIIARR 2 W E ¢ (1)E
BERHAMAESER  REXAER
REIRAD 2 FHUWTE ¢ i) E{E
(BERSE) -

MREZE2007F3A31RIEFE @ RE
20064 5 i 4 51 &1 #% H156,000,00017 #5 A%
BTAEEES - BE2006F3H31H 1E
FE GBREI7VEREAERD
116,800,000f7 FERx #E T AR RIE F A
SEREE -

7200743311 - shiR1E20065 B A&
A8 % 1997 F AR BT K th T R RTT
B HE D Rl ¥ K%56,000,0004% &
67,200,000% (20064F : 1R #% 1997 4F fE ix
#E T 2174 590,800,000/%) Az fp @ (AR
AR A 2 1T 2 48.6% (20065 :
44.9%) °
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31. SHARE OPTIONS (Continued) 31. i8R #E (&)
The following tables disclose details of the Company’s share TEREBZRE (BIEES)BEEARBER
options held by employees (including directors) and movements BZHBRFNZERFRBEZEHBER -
in such holdings during the year.
At 31
March 2006 Exercise
and price of
Date of 1 April share
grant of At 2006 At options
Name or share options 1 April Granted Exercise H2006E Granted Exercise 31 March (Note 2)
category of (Note 1) 2005 during during  3A31ER during during 2007 Exercise period of  BRE
participant BRERLAS R2005% the year the year 2006% the year the year R2007% share options 7€
$REEEIAT (2D 4F1E  ERERW  FAEAR  4AIA  EAREY  EARAR  3831A  MRRGEMM (a2
Directors
gz
Liu Jing 13 April 2005 — 26,000,000 — 26,000,000 — — 26,000,000 12 October 2005 to 0.365
9% 200554138 3 April 2007
2005%10A126%
2007£4A3R
Mo Shikang 13 April 2005 — 2,600,000 - 2,600,000 — - 2,600,000 12 October 2005 to 0.365
Bt 2005844130 3 April 2007
2005E10A 1262
2007F4A3R
Zhu Peifeng 13 April 2005 — 2,600,000 — 2,600,000 — (2,600,000) — 12 October 2005 to 0.365
K2R 2005847130 3 April 2007
005E10A 1262
2007F4A3R
Zhang Hesheng 13 April 2005 — 2,600,000 — 2,600,000 — — 2,600,000 12 October 2005 to 0.365
FAE 2005844130 3 April 2007
2005E10A128%
200754430
Jin Song 13 April 2005 — 26,000,000 — 26,000,000 — — 26,000,000 12 October 2005 to 0.365
LT 2005%4A813A 3 April 2007
2005E10A126%
2007£4A30
Yan Wing Cheung 18 November 2005 — 26,000,000 — 26,000,000 — (21,000,000) 5,000,000 17 May 2006 to 0.400
(Note 3) 200511718 3 April 2007
Bk (Wa3) 06E5A17H2
2007£4 830
Sub-total — 85,200,000 — 85,800,000 —  (23,600,0000 62,200,000
Nt
Others
Rt
In aggregate 13 April 2005 — 31,000,000  (26,000,000) 5,000,000 — — 5,000,000 12 October 2005 to 0.365
At 00554138 3 April 2007
2005%10A1262
2007£4A3R
11 October 2006 — — — — 56,000,000 — 56,000,000 11 April 2007 to 0.385
2006104118 10 April 2010
2007F4811A%
2010%47108
Totel — 116800000 (26000000  90,800000 56000000  (23,600,000) 123,200,000
@i
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31. SHARE OPTIONS (Continued) 31. B (&)

Notes: Htat

1.  The vesting period of the share options is from the date of the 1. EREZEEHHELAHETEHME
grant until the commencement of the exercise period. HIBALE

2. The exercise price of the share options is subject to adjustment 2. EBARQARBEENR  BITARIAQF
in the case of rights or bonus issues, or other similar changes in RE A IR E b fa Ul By - BERRAE 2 1T
the Company’s share capital. FEAEHARE -

3. Mr. Yan Wing Cheung resigned as executive director of the 3. HUKEER20065F 12 A23 B BT AR &)
Company on 23 December 2006. fTEE -

4. Subsequent to the balance sheet date, 67,200,000 share options 4. REEHBHT% - 67,200,00010 B 1T
had been exercised and converted into the Company’s ordinary FEWERAARRNE L@ -
shares.

Share options do not confer rights on the holders to dividends BERENSE TIEAEAZSRE NS

or to vote at shareholders’ meetings. R B RER o

The fair value of the Company’s shares at date of issue of share RNERNBTEREZR - AAFRHZA

options during the year is HK$0.385 (2006: HK$0.365 on 13 (B (8 A5 #0.3857T (20064 : 22005

April 2005 and HK$0.395 on 18 November 2005). F4 5130 5E0.3657T &R 2005411

A 18H A##0.3957T) °

The fair values of the share options granted during the year FERNEY BN FE S EABlack-
were calculated using The Black-Scholes pricing model. The Scholes EBHEAE - ZEXmAEN
inputs into model were as follows: T

11 October 2006 18 November 2005 13 April 2005

2006F10A11AH 2005%11A18H 20054 H13H

Weighted average share price nEEHRE HK$0.385 HK$0.395 HK$0.365
75 #£0.3857T 75 #0.3957T 75 #£0.3657T
Weighted average exercise price  IMEFHITEE HK$0.385 HK$0.400 HK$0.365
75 #£0.3857T 75 #0.4007T 75 #0.3657T
Expected volatility B IR 65.23% 40% 40%
Expected life 8 51 F 1.5 1.37 2
Risk free rate L A & 3.744% 4.163% 2.951%
Expected dividend yield BB B N/A TE R N/A &R N/A TE R
The volatility measured at the standard deviation of expected LATE BARR (B Bl sRAZEZ 5T 2 2 K IR TR
share price returns is based on statistical analysis of daily share EERHEHZ —FHFXABAREZR
prices over one and a half years immediately proceeding the ST AT o
grant date.
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31.

32.

33.

134

SHARE OPTIONS (Continued)

The estimated fair value of options granted on 11 October 2006
is approximately HK$5,172,000. During the year ended 31
March 2006, the estimated fair values of the options granted
on 13 April 2005 and 18 November 2005 were approximately
HK$7,835,000 and HK$1,977,000 respectively.

The weighted average share price of the Company at the dates
of exercise of the share options was at a range of HK$0.34 to
HK$0.63.

EMPLOYEE RETIREMENT BENEFIT
SCHEMES

In April 2005, the Group enrolled all non-PRC employees in a
Mandatory Provident Fund (“MPF”) Scheme. The assets of the
MPF Scheme are held separately from those of the Group under
the control of trustees. The retirement benefit cost for the MPF
charged to the consolidated income statement represents
contributions payable to the fund by the Group at rates specified
in the rules of the MPF Scheme.

The Group’s subsidiaries operating in the PRC have participated
in defined contribution retirement schemes organised by the
relevant local government authorities in the PRC. All PRC
employees are entitled to an annual pension equal to a fixed
portion of their ending basic salaries at their retirement dates.
The Group is required to make specific contributions to the
retirement schemes at a rate of 12% to 25% of basic salary of
its PRC employees and have no further obligation for post-
retirement benefits beyond the annual contributions made.

DISPOSAL OF SUBSIDIARIES

During the year ended 31 March 2007, the Group entered into
an agreement with an independent third party for the disposal
of Penmark Limited, a wholly owned subsidiary of the Company,
for a consideration of HK$6,500,000.

During the year ended 31 March 2007, the Group disposed of
its controlling interest in the Glass Products. Relevant details
are set out in note 12. After the disposal, the Group remains
19% equity interest in the Glass Products. This investment is
classified as available-for-sale investment and disclosed as non-
current asset.

On 30 December 2005, the Group disposed of two subsidiaries,
namely Billion Treasure Holdings Limited and Bless Honour
Limited.

31.

32.

33.

For the year ended 31 March 2007
HZE2007F3A31HILFE

B (E

R20065F10A 11 B 2 BB 2 fhRt 2
FEBELHRBES 172,000T - REE
200653 H31H IEFE - 200554 H13
H %2005 11 A 18R X Z AR #E = fh 5t
RNFEED BIKRET,835,0007T M
1,977,0007T °

REBRAETTE BB QR I FIHREZ
& E B %0.34 T EHEH0.637T °

B ERKBRGE

R2005F4 8 - NEBZ YA IET BEE
E2HEBFMERBERTE ([BESF
gll) - BESFBZEEEAKEZFEA
FRES 2 BEDHRE - REAKRERA
kR 2 BRIBHIR A A S BIZBTE S5
BRAEEZ L RENES ZHRK -

AEERTEHESEZMNERRD2NHE
BRAMH T BRI HAE I 2 T BRI FORIRET
2 ETEESAREZERENAERER
R B B 2 EANF A 2 BE L PIE AR
KEE - AEEERTRAEEEAHEL
12%ZE25% AR RFT BEH R RI R - BR
R 2 FEHEFON - REEILEE MR
‘M 2 ALE -

HEME AR

REZE2007F3A31R LFE - RNEBHE
— BB E=J7RI M —E W - UKEE
#6,500,000t H EREMEAR A A (K
NREZEWMBRR) o

MBI ZE2007F3A318 LFE - AEREY
EERNKBEmMT 2 EED - HREFE
ML - RHEER  AKERKEE
miR N19% s - WEDERA M
ERERINRFRBEE -

FA2005F 12 H208 » A& B & mfE b S
/> A)Billion Treasure Holdings Limited &
Bless Honour Limited °
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A M AR

33. DISPOSAL OF SUBSIDIARIES 33. HEME QA (&)

(Continued)
The net assets of these subsidiaries at the date of disposal were REEBZEMB AR ZEEFEWNTAT
as follows: EA
Penmark
Limited Glass
SEYE Products Total
BRAR % 5 E &5t
2007 2007 2007 2006
HK$’000 HK$'000 HK$’000 HK$’000
BETITT O BETIT BT AETT
Net assets disposed of HEZBEEFE
Property, plant and equipment BE - MERK — 17,343 17,343 —
Investment properties "EYE 6,984 — 6,984 41,154
Prepaid lease payments TEN & FKIB — 1,894 1,894 —
Trade and other receivables B 5 Kk E A EWFKIE — 7,124 7,124 1,456
Inventories FE — 1,855 1,855 —
Bank balances and cash RITHEBR KRS — 3,979 3,979 233
Trade and other payables BENHEMEMNFE (134) (13,305) (13,439) (15,824)
Taxation payable FERT IR (46) (2,398) (2,444) —
Bank borrowings RITEE — (1,009) (1,009) —
Deferred tax liabilities EERIEAE (61) — (61) —
Net assets disposed of HEZEEFE 6,743 15,483 22,226 27,019
Remaining interests of 19% in RN IBE G
Glass Products 19% 7= — (5,583) (5,583) —
Loss on disposal H&EEE (243) (9,900) (10,143) (5,519)
Total consideration BRE 6,500 — 6,500 21,500
Satisfied by: AP
Cash consideration HeRE 6,500 — 6,500 21,500
Net cash inflow/(outflow) HEREEZES
arising on disposal: mA CRt) F88
Cash consideration HeRE 6,500 — 6,500 21,500
Bank balances and HEZIRITHER
cash disposed of MR & — (3,979) (3,979) (233)
6,500 (3,979) 2,521 21,267
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33. DISPOSAL OF SUBSIDIARIES 33.HEMHEB AT (&)
(Continued)
The impact of disposed subsidiaries on the Group results in the LERBA RSN EEARFE KRBT AM
current and prior periods is as follow: CEBIZENT
2007 2006
HK$’000 HK$'000
BT T BT T
Revenue WA 9,613 25,709
Expenses 53 (7,981) (21,536)
Profit before tax s 7 B & A 1,632 4,173
Income tax expense FriS i 2 (709) (1,580)
923 2,593

Cash flows from disposed subsidiaries: REELENBARZRESRE :

Net cash flows from operating activities REKEES 2R REFH 5,326 3,511

Net cash flows used in investing activities REKEFB Z2BH & REFEE (3,559) (2,766)

Net cash flows from financing activities REME G 2 RS REFRE — 968
1,767 1,713
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34. ACQUISITIONS OF SUBSIDIARIES/ 34. WEMIE AR, %%
BUSINESS
(a) Acquisitions during the year ended 31 March 2007 (a) H2007%3AB31HIEEERAWE

(i) Acquisition of Fujian An Ran (i) WHEBRELA
During the year, the Group and an independent third RAEE  AEBEBVE=
party entered into two equity transfer agreements 73 5T A TR IR e U R s ) —
and an operation rights transfer agreement whereby TR s R i o ANEE MU
the Group acquired 100% equity interest in Fujian KB AR ¥104,320,0007T (%)
An Ran at a consideration of RMB104,320,000 75 #110,793,0007T) W B 1@ 2
(approximately HK$110,793,000) and acquired its ZR100% 2 I HE 7 2 Je DA
operation rights by issued and allotted 200,000,000 TR E0.407T 3 1T & BC 3%
consideration shares at an issue price of HK$0.40 200,000,000% f% 15 & B Uk
each. The fair value of the ordinary shares of the BHGEE ARRTEBEky
Company, being the average of the closing price as NEEE BB R &x1&
quoted on the Stock Exchange for the last ten days 10H ABE R FTET R 2 FHH U™
prior to the date of the agreement, amounting to &) &75%80,000,0007T °
HK$80,000,000.

(i) Acquisition of gas business at Yan Liang District, (i) WEAZMEHREBEMRRED
Xi'an
On 8 June 2006, the Group acquired 70% of equity HR2006F6 A8H » ANEBE AR
interest in a gas business at Yanliang District, Xi’an &SRB AR®E42,500,0007C
for cash consideration of RMB42,500,000 (4975842 986,0007T) Y i 7
(approximately HK$42,986,000) and set up Xi'an ZMHARE 2 KRAREH70%
Zhongmin Gas Company Limited (“Xi’an ZFEME A A S T R R R
Zhongmin”). This transaction has been accounted REBRRF([AXPR]) © %
for using the purchase method of accounting. RSB AWBESEHEALR ©

The fair values of assets and liabilities acquired in the REZAWNBEERBBECATER

transaction and the goodwill arising are as follows: FREE 2 EE WM TFTE

Gas business at
Yan Liang District, Xi'an

Fujian An Ran AXTHERE
BEZA MREK
Effective date of acquisition 1 May 2006 8 June 2006
Wi 2 £ A 20065F5H1H 20066 A8H
Percentage of equity interests acquired (voting rights) 100% 70%
BWERAERSE D RERE)
These transactions have been accounted for by the ZERXSERBWEZFHEAR °

purchase method of accounting.
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34.ACQUISITIONS OF SUBSIDIARIES/ 34. WEEMI B A R ¥ (58)
BUSINESS (Continued)
(a) Acquisitions during the year ended 31 March 2007 (a) MEZ2007F3H31HIEFEEANR
(Continued) B (&)
The net assets acquired, being the fair value, in the MR ZHWE s EEFE CARTFE
transaction, and the goodwill on acquisition or discount STE)RNEEECEHBESMEEZ
arising, are as follows: T
Gas business
Fujian An Ran at Yan Liang District, Xi'an Total
BERA EXTHRERREH EH
Acquiree’s Acquiree's Acquiree’s
carrying carrying carrying
amount amount amount
before before before
combination combination combination
BWEA  Fair value BWER  Fair value BWER  Fair value

WABE adjustments  Fairvalue ~ WAHHAT adjustments  Fairvalue  WAHHAT adjustments  Fair value
ZEEE ATVERE ATE REE ATERZ ATE  2REE ATERE ATE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AlTr A¥Tr A¥Tr A¥Tn  #%Tr  B¥Tn  B%Trn A%t BT

Property, plant and nE BER

equipment 287,655 6,410 294,065 50,753 3,846 54,599 338,408 10,256 348,664
Investment properties &A% 4221 — 4221 — — — 4221 = 4221
Prepaid lease payments  Eff4 11,243 = 11,243 = 505 505 11,243 505 11,748
Intangible assets BYEE 23,722 74,791 98,513 — 27,758 27,758 23,722 102,549 126,271
Interests in associates MBS A AlER 4,806 — 4,806 = = = 4,806 = 4,806
Inventories 5 19,011 (2,363) 16,648 334 — 334 19,345 (2,363) 16,982
Trade and other BHREM

receivables IR 106,858 (15,833) 91,025 6,487 (991) 5,496 113,345 (16,824) 96,521
Available-for-sales HHLERE

investments 656 — 656 40 — 40 696 — 696
Bank balances and cash #{T&EaRkE 4 18,547 — 18,547 11,392 — 11,392 29,939 — 29,939
Taxation recoverable/ M@,/ (FEf)

(payable) B 971 (1,083) (112) 42 12 54 1,013 (1,071) (58)
Trade and other payables & 5 & E A

[Ef 5B (156,695) (6,776)  (163,471) (36,059) = (36,009)  (192,754) (6,776)  (199,530)
Deferred tax liabilitles ~ ERHEEE — @) (27,777) — — — — @ (21,777)
Bank borrowings RITER (264,359) —  (264,359) (6,830) = (6,830)  (271,189) —  (271,189)
56,636 27,369 84,005 26,159 31,130 57,289 82,795 58,499 141,294
Minority interests DERFER (55,584) (17,187) (72,771)
Goodwill BE 162,372 2,884 165,256
Total consideration REEE 190,793 42,986 233,779

Satisfied by: PN IVESTIE
Cash consideration ReffE 110,793 42,986 153,779
Issue of shares Bk 80,000 = 80,000
190,793 42986 233,779

Cash outflow arising from R FE4 2

the transaction REmi
Cash consideration BeRE 110,793 42986 183,779
Bank balances and cash U8 81754

acquired ek (18,547) (11,392) (29,939)

Net cashflow of cash and B4 kB L SE
cash equivalents HRRHFE 92,246 31,59 123,840
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34. ACQUISITIONS OF SUBSIDIARIES/
BUSINESS (Continued)

(a)

(b)

Acquisitions during the year ended 31 March 2007
(Continued)

The goodwill arising on the acquisition of Fujian An Ran
and Xi'an Zhongmin are attributable to the anticipated
profitability of the gas pipeline connection business.

The subsidiaries acquired contributed to the Group’s
turnover of HK$367,189,000 and contributed to the
Group’s profit for the year of HK$94,751,000 for the period
between the date of acquisition and the balance sheet
date.

If the acquisition of Fujian An Ran and Xi’an Zhongmin
had been completed on 1 April 2006, total group revenue
for the year ended 31 March 2007 would have been
HK$532,865,000 and profit for the year ended 31 March
2007 would have been HK$33,676,000. The proforma
information is 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 1 April 2006, nor is it
intended to be a projection of future results.

Acquisitions during the year ended 31 March 2006

In last year, the Group acquired the following subsidiaries/
business at an aggregated consideration of
HK$31,417,000.

A M AR

34. WEEKMIB A R, %1 (&)

(a)

(b)

REBZ2007E3831 B EEERU
B8 ()

ARBREZANARTRMAES
ZEEDERRAREBERED
ZTEHIRE o

RAFEKRERREEBHRE - W
BHBRARRAEETRRER
367,189,000 & ¥ R RA K BT
IR A5 94,751,0007T 5 ) ©

7 20065F4 A 1R el BB 2 %
ARALFTR - BE200743H31H
TFEZzREBERE/ER
532,865,0007T * & ZE200743 A
SIBEFEZHEN A/ EE
33,676,0007T - BHEZEERHEHS
£ T EMEIER200654A 1R
T AEBEERARBZERE
RENMBERE T TIRARKE
B2 IEA

REZE20065F3 A31H EFERWEE

REBMN EFIABRS1,417,0007T
ZHERREKRBATHBELR, %
i% o

Relevant natural Fu Ping County

Mian Zhu City Han Wang gas assets in  Chongging Zhongmin Zhongmin Gas

Natural Gas Co. Ltd. Bei Chuan County Gas Co. Ltd. Co. Ltd.

BUTERRAR )14 EETRAS ETHTRAR

BRAR ARREE BRAF BRAR

Date of acquisition 31 July 2005 31 July 2005 31 July 2005 5 August 2005
=k 2005%7A31H 2005%7 A31H 200547 A31H 2005%8H5H
Percentage of equity interests acquired (voting rights) 100% NA NER 100% 80%

BB AER (RFE) Bl

These transactions have been accounted for by the
purchase method of accounting.

PRABFZERBRAE 2006-2007 F =

ZERXHEERBRBETAAR -
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For the year ended 31 March 2007
HE2007F3A318IEFE

34. ACQUISITIONS OF SUBSIDIARIES/
BUSINESS (Continued)

(b) Acquisitions during the year ended 31 March 2006

4. WIEM B A8 %15 (&)

(b) RMEZE20065F3A31HLEFERW
(Continued) B (&)
The net assets acquired, being the fair value, in the N gl > B %5 (AT
transaction, and the goodwill on acquisition or discount &) U g R e F A A Y i
arising, are as follows: T
Mian Zhu City Han Wang Relevant natural gas assets in
Natural Gas Co. Ltd. Bei Chuan County Chongging Zhongmin Gas Co. Ltd.  Fu Ping County Zhongmin Gas Co. Lid. Total
BHTERRARERAR YIIERBRAREE ERYRAFRAR ETERRARERLA 3t
Acquiree's Acquiree's Acquiree's Acquiree's Acquiree's
carying carying canying canying carying
amount amount amount amount amount
before before before before before
combination ~ Fair value combination  Fair value combination  Fair value combination ~ Fair value combination ~ Fair value
HUER adjustments Far  BYER adjustments Far  HUER adjustments Far YR adjustments Far  BUER adjustments Fair
Wadt ATE vl WABE  ATE  vale REEH  ATE  vale REHH  AFE v REHH  ATE  vale
JREE B2 NVE JBEE 3B OVE JBEE 0 ®E  AVE ZREE  #E NVE <BREE #R O9E
HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HK$000
BETn EETn ARTr ABTn BETn BETn BMTn BMTn AT ERTr AETn BETn BETn BT BT
Propery, plant 1%+ &
andequipment ~ Rixl 11810 6 11872 16313 (36) 16217 61883 154 6347 1269 (39 12651 10269 1521 104217
Prepaid lease ~ RfifES
payments 48 - 8 105 - 105 3571 -3 8 - 8 4112 Y,
Inventories (3] 67 - 67 Iz - 7 761 - 761 20 - am 1 -
Tadeand other -~ EHRAM
receivables EUGE 4539 L 0 S S U 130 1439 606 - 606 21157 130 2,87
Bank balances 1787
and cash kR 18 - 18 7 - 7 306 - 306 91 - 9 3418 - 348
Tadeand other ~ EHRAf
nayables ER7E  (13350) (415)  (13768)  (9,580) — (9580  (62368) - (6238 @7 — 1) (807) (415)  (88,490)
Taxrecoveratlel THE/
(payable) (Bf)
b (89) = (89) - - - 8 - 8 (21) = (20) (22) = (22)
Bank borrowings - RAEE - = - 290 — (298 (11,%6) - (11.906) (193) = (199 (15003) - (15003
3504 (353 3241 588 (36) 582 9319 1g64 10983 10674 (39 106%  294% 126 3060
Minority interests >8I 1ER - - = (212) (2.12)
Goodwill g 2286 1 1,59 - 5,659
Dsconton  MEEAE
acquisttion - - - (2,806) (2,806)
Safisfed by: AR
Cash RERE
consideration 5,521 7,609 12579 5102 31417
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34. ACQUISITIONS OF SUBSIDIARIES/
BUSINESS (Continued)

4. WIEM B AR %1 (&)

Relevant
natural gas
Mian Zhu City assets in
Han Wang Natural Bei Chuan Chongging  Fu Ping County
Gas Co. Ltd. County Zhongmin  Zhongmin Gas
warm 1)l & Gas Co. Ltd. Co., Ltd.
ERXAR HBRXAR EETRAR ETLETRMAR Total
ARAF AREE BRAF ARAR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BETT BT BB BT
Cash outflow arising RGEEZ
from the transaction: Bem
Cash consideration BeRE 5,527 7,609 12,579 5,702 31,417
Bank balances and WERTERFR
cash acquired Re (185) (77) (3,065) 91) (3,418)
5,342 7,532 9,514 5,611 27,999

FRAKBZHBAARNKBREMEE
ERHRRAGEEZEXBEERMAE
101,694,0007T Fz /43 7 5= B 2 R 5% Al i )
B Bl A8 #55,588,0007T © fi & W iEE
TAN2005F4 A1ATEK - FREBEAKA
1% /58 ¥ 251,472,000t R F AN BB R
7B #52,797,0007T - BEERHEIER B
A RUEHNEERREE RKEFHEER
20054 A1 A TR AR B EIR AT ZE 2 K
AREERE  MTMERBRREE ZTA
Al e

The subsidiaries acquired during the year contributed
HK$101,694,000 to the Group’s turnover and a profit of
HK$55,588,000 to the Group’s profit before tax for the period
between the date of acquisition and the balance sheet date. If
the acquisition had been completed on 1 April 2005, total group
revenue for the year would have been HK$251,472,000 and
loss for the year would have been HK$52,797,000. The proforma
information is for illustrative purpose only and is not necessarily
an indicative revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed on 1 April 2005, nor is it intended to be a projection
of future results.
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35. RELATED PARTY TRANSACTIONS 5. EBEREEALTZRS
During the year, the Group entered into the following material FR - ANEEHERBEATETIIZEKR
related party transactions: R :
(a) Nature of transaction (a) XZMHHE
2007 2006
HK$’000 HK$'000
BT T BT

Amounts due from associates (Note i) & U Bk & A &1 738 (B 5Ei)

Zhongmin Zai Xian (Beijing) FRES GER) B
Technology Development Limited ERABRAA 7,066 —
Yan Bian Hua Xin Oil Exploitation R 38 W 2 55 /0 ph R B
Company Limited HRA A 9,084 —
16,150 —
Sales of gas to an investee company #H &R F KK E A a)
Glass Products (Note ii) I 88 = o (B i) 788 —
Notes: (i) Glass Products was a 70% owned subsidiary of the et - () RFERBERMAAEET0%
Group in last year. During the year ended 31 March HHEZHBRAR - REZE
2007, the Group acquired an additional 30% 20073 A31HILFE - &
interests in Glass Products and subsequently BRI E M2 30%58
disposed of 81% of its interests. MR - BB EHB1%E
% o
(i) The amounts due from associates are (i) FEUHE & DA RIE A EE
unsecured, interest-free and repayable on BTt ERERERE
demand. B e
(b) Key management personnel remuneration (b) EEREBAEME
Remuneration for key management personnel which IRERABMEBREARRIES
comprises mainly Company’s directors is disclosed in note ERERA M REKM E15(a) R

15 (a) to the consolidated financial statements. B e
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36.

37.

OTHER MAJOR NON-CASH
TRANSACTION

During the year, the Group established subsidiaries, namely
Huaihua Zhongmin Gas Company Limited and Yunnan
Zhongmin Gas Company Limited (“Yunnan Zhongmin”), which
the Group owns 55% of the registered capital at the
incorporation date respectively. The minority shareholders
injected bank balances and cash, property, plant and
equipment, prepaid lease payments, inventory, trade and other
receivables and other payables in aggregate of RMB11,925,000
(approximately HK$12,036,000).

During the year after the establishment of Yunnan Zhongmin,
the Group entered into an agreement with the minority
shareholder of Yunnan Zhongmin to acquire the whole of the
45% equity interest in Yunnan Zhongmin it held at a total
consideration of RMB10,500,000 (equivalent to
HK$10,599,000) to be settled in cash by installments, and will
be fully settled by January 2009. At 31 March 2007, a balance
of RMB8&,000,000 equivalent to HK$8,075,000 of the
consideration was unsettled and of which RMB7,000,000
equivalent to HK$7,066,000 recorded as non-current liability
in the consolidated balance sheet of the Group (note 29).

OPERATING LEASES ARRANGEMENTS

(@) The Group as lessor

The Group leases its investment properties, as set out in
note 17 to the consolidated financial statements, under
operating lease arrangements with leases negotiated for
terms ranging from three to seven years. The terms of the
leases generally also require the tenants to pay security
deposits and provide for periodic rent adjustments
according to the then prevailing market conditions.

A M AR

36. HttEEHFRERH

37.

PRAKEZERERAE 2006-2007 F

RER - AEEDRIKZREHNEARH
REECTRARERARLEFTRMR
BRAB([EAHR]) - REMKIZA
H - RNEE DRI HEBZF R F)55% 2 i
BN o PBREIARTEBIIRES - Y
% BEERE BENHEE FEIES
Ko EL A 8 WO SRR e LA A RIR 0 AR A
E#11,925,0007T (49 # 12,036,000
I

RN ZEMTREZEE ASEEER
PRZVEBRETLHZE  UARE
10,500,0007T (18 & 7 #10,599,0007T)
ZERBREEMBFEEREMPRZEEH
A5% MR - ZREUBRSHZ AR
20095 1 BRI 2 &} - 200743
A318 + AR¥8,000,0007t (HHER B
8,075,0007T) 2 KRB H M AR REF
AR #7,000,0007T (1851 7##7,066,000
TRAEBEZREBEABRTPARRIE
B A & (FT3E29) °

KEHERY
(a) AEEEREEA

WERE M MRMGEL7E - A%
BRELEHELHLEEEREY
¥ RRIREEFHRIETSF -
HEGR —RERBEFEERND
BIERN - BRARBRE MMEEHHE
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37.0PERATING LEASES ARRANGEMENTS
(Continued)

(a)

(b)

144

The Group as lessor (Continued)

At the balance sheet date, the Group had contracted with
tenants for the following future minimum lease payments.

For the year ended 31 March 2007
HE2007F3A318IEFE

37.REHELH (&)

(a)

FEEER[EAA (F)

REER  AEERAFTEAK
TARBEREHENT :

2007 2006

HK$’000 HK$’000

BET T BT

Within one year —F A 125 240
In the second to fifth years, inclusive B _-_ZF£ R F (BIEERERFE) 270 520
After five years AF% 71 —
466 760

Property rental income earned during the year was
approximately HK$89,000 (2006: HK$1,727,000).
Properties held at the balance sheet date are expected to
generate rental yields of 1% to 2% (2006: 3% to 4%) on
an outgoing basis. All of the properties held have
committed tenants for the next seven (2006: five) years.

The Group as lessee

Certain office properties leased by the Group are under
operating lease arrangements. Leases for properties are
negotiated for terms of one to three years. Rents are fixed

for the relevant lease term.

At the balance sheet date, the Group had commitments
for future minimum lease payments under non-cancellable

operating leases falling due as follows:

(b)

RAFE MERSBRALARBE
89,0007t (20064 : ##1,727,000
T0) c REEBRAZMEESRRF
BEER1%E2% 2 A BHE (2006
F 3% F4%) ° FIEMERKRTE
(20064 : 54F) EBAMA o

FEBEERSEBEA

REEERERY  ARERAE
FHARYE - EEAEROES
BIE3F - REABESERAS
BEETE -

REER  AEBERBETEBUEL
BHEZ RRKEBEE M FALE
LI

2007 2006

HK$’000 HK$'000

BT T BT T

Within one year —FRK 1,080 1,300
In the second to fifth years, inclusive £ —EF A F (BIEEEMF) 357 336
1,437 1,636
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REXEIANBILER A M AR

38. COMMITMENTS 38. &iE
2007 2006
HK$’000 HK$'000
BT T BT T
Contracted for but not provided in EHENBRREGETHHRE LBE
the consolidated financial statements
Capital expenditure in respect of: BARE :
investments in associates REEE QAR E 9,690 —
investments in subsidiaries RHBRBERE 16,150 30,975
Commitments in respect of the WS - S KR 2 R
acquisition of property, plant
and equipment 297,769 —
323,609 30,975
Apart from the above, the Group had no other material B EXFriiESN  REBRGEERATER
commitments or contingent liabilities at the balance sheet date. hEREERKAELE -
39. PLEDGED OF ASSETS 39. EEEK
Assets with the following carrying amounts have been pledged NTEREEzEESHER  (EAXKEE
to secure bank borrowings of the Group. B ZER -
2007 2006
HK$’000 HK$’000
BET T BT IT
Property, plant and equipment Y - B NS 15,529 =
Investment properties "EYHE 1,756 —
Intangible assets mEE
— exclusive rights of operations — BREEET 49,019 =
Prepaid lease payments in respect of BRALTHFERES
land use rights A e 11,184 —
77,488 —
In addition to the above, the Group has also pledged its rights Br Ealish - R2007F3 831 A AL R Ih i
to receive fee income of certain subsidiaries in favour of banks & THBARWEE R A 2 ERHER -
to secure banking facilities granted to the Group at 31 March ERRGBRITIBETAEBERITHE 2 &
2007. R e
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40.

146

POST BALANCE SHEET EVENT

On 2 April 2007, an aggregate of 232,152,000 share options at
the exercise price of HK$0.53 were granted to the directors
and employees of the Company pursuant to the Company’s 2006
Share Option Scheme adopted on 3 October 2006. As
determined by an independent qualified valuer, Asset Appraisal
Limited, the Company will incur one-off expenses of
approximately HK$26,455,000 for the grant of such share
options. Such expense will be recognised as share-based
employee expense in the consolidated income statement in the

next financial year.

On 4 April 2007 and 10 April 2007 respectively, the Company
allotted and issued in an aggregate of 62,200,000 shares of
HK$0.07 each for cash at the exercise price of HK$0.365 as a
result of the exercise of share options.

On 4 April 2007, the Company allotted and issued in an
aggregate of 5,000,000 shares of HK$0.07 each for cash at the
exercise price of HK$0.40, as a result of the exercise of share

options.

On 25 May 2007, 13 June 2007, 22 June 2007 and 25 June
2007 respectively, an aggregate of 56,655,985 shares of
HK$0.07 each were issued to the convertible note holder upon
the partial conversion of the convertible note with total principal
amount of HK$19,450,000 at a conversion price of HK$0.3433
each.

On 13 June 2007, 129,166,666 shares of HK$0.07 each were
issued to the convertible note holder upon the partial conversion
of the convertible note with total principal amount of
HK$77,500,000 at a conversion price of HK$0.60 each.

In order to reflect its current and further development of
business scope and base of operations of the Company, a special
resolution will be proposed at the coming annual general
meeting to change the Company’s name from “Chinese People
Gas Holdings Company Limited” to “Chinese People Holdings
Company Limited” and “F RIZER& A R A F)” will be adopted
as the Chinese name of the Company.

For the year ended 31 March 2007
HZE2007F3A31HILFE

0.%5HHKREE

200764 A28 + IBIE20065F10A3H
2 R A EI2006F FEAREETE] - AR R]
EEREERTERENTEEAERE
#0.53 7T R M 48 3£232,152,0008% P& ©
BUAERGERBEETEBREERA
AlRA  ARRIRTHZERECSEE—
IRV S #7815 26,455,0007T ° B
SHERAE TNEAMBRFEZGENERR 2
BOFRNZEERX -

RITEBRE  ARRREBRTEERE
#0.365T2RE 7 hIK2007F4 4R
200744 A 10H Fic % & #1762,200,000
MR EEAEE0.07T 2 Ikfn -

BT E AR - A A DR RIT (A
#0.40t 2R & - R2007F4 4B ECE K
#%175,000,000/% &% EE &5 #0.077T.2
A -

2 BIR 2007458258 ~ 200746 A 13
B - 200746 A22H K% 200746 A258 -
MR ERFBABYEREANSE RS
#19,450,0007T 2 AT AR =& - AN AR
EREREAEE0. 3433 L3 TH
56,655,985/% & i% A A ¥0.07 7T 2 IR 1D °

20076 H 130 - AR EERE A
DEHME ARG RE%77,500,0007T 2 7
BMIRRE - NARASREREER0.60
TLE17129,166,6660% A% & #0.07 7T
ZRAD o

BT REARBIREBEHE RS EnmE 2 8
AIRARRER - HREERRBFAGE
ERFRRAZBRNABF R AZTEHChinese
People Gas Holdings Company Limited| &
24 A& [Chinese People Holdings Company
Limited] + WA R RIZERBER AT A
KRR ZH AT o
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For the year ended 31 March 2007
HZE2007F3A318ILFE

A M AR

41.BALANCE SHEET INFORMATION OF THE 4l1. KR RzEEEEBRER

COMPANY

Balance sheet information of the Company at the balance sheet

date includes:

ARRARNBERAZEEABRENEBRE

2007 2006
HK$’000 HK$'000
BT T BEE T

Non-current assets EMBEE
Property, plant and equipment Wz - BB R 1,142 1,472
Investments in subsidiaries RBRAZIKE 391,992 230,688
Amount due from a subsidiary FE U — R BT /B8 A B 3K 78 117,000 —
510,134 232,160

Current assets MENEE
Other receivables E h & U 5K IE 519 430
Amounts due from subsidiaries e U Ff B A B FRIA 116,242 8,558
Bank balances and cash RITHEHRNIRE 80,345 46,494
197,106 55,482
Current liabilities VeI =

Other payables A FE T 5RI8 15,704 2,759
Convertible notes AR E i 62,658 133,788
78,362 136,547
Net current assets MEBEEFE 118,744 (81,065)
Total assets less current liabilities BWEERMEARE 628,878 151,095

Non-current liabilities FERBEE
Convertible notes Al =R 348,316 —
Net assets BEFE 280,562 151,095
Share capital (note 30) &% 2 (B 5E30) 253,406 201,989
Reserves (note 42) b1 (7E42) 27,156 (50,894)
Total equity ‘B 280,562 151,095
RRMARIZERAERAT 2006-20074F R 147
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42. RESERVES 42. 16
The amounts of the Group’s reserves and the movements therein AEB 2 HEHESBERERBERBTFE
for the current and prior year are presented in the consolidated 2 EEBEY NGB IRRECIE 2 IRE
statement of changes in equity on page 63 of the consolidated BEREER -

financial statements.

The following table sets out the components of the reserves of TREVNAR A 2 fEE 2 BKED RER
the Company and the movements thereof during the current BRIRBEFE 2 &) -

and prior year.

Employee
share-based
compensation

Share Contributed Capital reserve  Accumulated
premium surplus  contribution  MARB X2 losses Total
R4} 5 ME EAEL EANEE EEMERE 2itEA @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT BETT BETT
(note a) (note b) (note c)
(MizEa) (Hi3Eb) (HizEc)
At 1 April 2005 20054 A 18 30,856 101,688 7,482 = (183,159) (43,133)
Issue of shares upon R
exercise of share options BIOZRM 10,271 — — (2,251) — 8,020
Issue of shares on conversion 1 it 2 AT A I 2 i B
of convertible notes E5vd3n) 123,572 = - = — 123,572
Recognition of equity-settled  bABRIE & E A7
share-based payment BEEZ MR — — — 9,307 — 9,307
Loss for the year FREE — — — — (148,660) (148,660)
At 31 March 2006 and 72006F3A318 &
1 April 2006 2006%4A18 164,699 101,688 7,482 7,056 (331,819) (50,894)
Issue of shares upon TR AT B
exercise of share options B 2BRHB 23,091 — - (1,821) = 21,270
Issue of shares on conversion 15 Al Ak E 56
of convertible notes BIOZRM 43992 — — = — 43,992
Issue of shares for the RREREARES
acquisition of subsidiaries 15 66,000 — — — — 66,000
Recognition of equity-settled  bABIE & & &7
share-based payment BEE AR - = - 5677 — 5677
Loss for the year FREE — — — = (58,889) (58,889)
At 31 March 2007 120073 A318 297,782 101,688 7,482 10,912 (390,708) 27,156
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For the year ended 31 March 2007
HZE2007F3A318ILFE

42. RESERVES (Continued)

Notes:

The share premium account represents the excess of proceeds
received over the nominal value of the Company’s shares issued,
less share issue expenses.

The contributed surplus represents the difference between the
nominal value of the Company’s shares issued and the value of
net assets of the underlying subsidiaries acquired. Under the
Companies Act 1981 of Bermuda (as amended), a company may
not declare or pay a dividend, or make a distribution out of
contributed surplus, if there are reasonable grounds for believing
that (i) the Company is, or would after the payment be, unable
to pay its liabilities as they become due; (ii) the realisable value
of the Company’s assets would thereby be less than the aggregate
of its liabilities and its issued share capital and share premium
account.

The employee share-based payment reserve comprises the fair
value of unexercised share options granted to employees of the
Company recognised in accordance with HKFRS 2.

A M AR

42. 7 (&)

B aE

FRABRRERERAE 2006-20074F &/

Pt s B RRAR R E MRS FRIRBBAR
REEBTROEEBRKRNDETRX

BERBHRRAAREHTRD E(ESR
BEWEHENBRARCEEFBEZE
B REBEERE NN\ —FRREEE
7)) ARBE NABER T RAIARE S
BHBE RN RS HIERDIK : 0F
RHBHBRE O AREREIR R
ER D IRER EXAREREERDHAE
% (i) AR EERRESHRL D NE
BE EETRARKROEERZAZ
e

Uit <tz BEMERELERIESR
BUBRELRE2RER  ERTAR
AEEZRTEEREZAFEE -
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43. PRINCIPAL SUBSIDIARIES 43. T EMBE A 7

Particulars of the Company’s principal subsidiaries as at 31 MR2007F3A318 KRR ZEFERBA
March 2007 are as follows: RGBT :

Place of

incorporation/  Particulars of Group

operation registered effective
Name of company EMRY/ capital interest ~ Directly  Indirectly Principal activities
ARER EEBY BN SEENER B ME TEER

% % %

LRFRREERRR PRC # US$45,000,000 100 100 —  Investment Holding
(“Beijing Zhongmin Gas HE# 45,000,000% 70 REZR

Company Limited”)

e mETRARARAT PRC # RMB1,000,000 100 . 100 Distribution and supply
(“Mian Zhu City Han Wang R # AR 1,000,000 of gas

Natural Gas Company Limited”) DEREERE
BIMARKARERELAR PRCH RMB16,308,800 100 — 100 Distribution and supply
(“Mian Zhu City Hong Sen HE# AR ¥16,308,8007C of gas

Natural Gas Company Limited”) DERBERE
BRmEERRZE PRC # RMB7,633,400 100 — 100 Installation of gas

BERETAA HE# ARH7,633,4007T distribution facilities
(“Mian Zhu City Long Teng ZERR D HZE

Gas Installation
Company Limited”)

R RERETAR PRC # RMB3,018,900 100 — 100 Distribution and supply
(“LongXin (Yan Ting) Natural Gas R El# AR #3,018,9007C of gas and
Company Limited") installation of gas
distribution facilities
PHEREERRAR
ENGERRREERRA PRC RMB6,000,000 100 - 100 Distribution and supply
(“Bei Chuan County Zhongmin AR #6,000,0007 of gas
Gas Company Limited”) DEREERE
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43. PRINCIPAL SUBSIDIARIES (Continued) 43. T EHBA A (&)
Place of
incorporation/  Particulars of Group
operation registered effective
Name of company EMRYL/ capital interest ~ Directly  Indirectly Principal activities
ARER EEBY R A SEENER B MiE TEER
% % %
EETRMRERAH PRC # RMB4,080,004 100 — 100 Distribution and supply
(“Chongging Zhongmin Gas R # AR #4,080,0047T of gas and
Company Limited”) installation of gas
distribution facilities
PEREEEBRAR
ZEMRD ERE
EYEFRMAERAH PRC ## RMB10,000,000 80 = 80  Distribution and supply
(“Fu Ping County Zhongmin I ## AR ¥10,000,0007C of gas
Gas Company Limited”) AEREEIRT
ALZHRBIERAF PRC RMB40,000,000 70 = 70 Sales and distribution of
(“X'an Zhongmin Gas FE AR #40,000,0007T gas, design of
Company Limited”) gas pipeline and
related maintenance
HERDHRE -
R MBEER
HEEE
BlthRMEER AR PRC RMB18,180,000 5 — 55 Sale of LPG
(“Huaihua Zhongmin Gas H AR 18,180,000 RILEAREE
Company Limited”)
TEFRMRER AR PRC RMB10,000,000 100 - 100 Gas transportation and
(“Yan Bian Zhongmin Gas F AE#10,000,0007T sales and installation
Company Limited”) of gas pipelines
REEEREER
ZEREEE
EMFRMEARAA PRC RMB18,000,000 100 — 100 Sale of LPG
(“Guizhou Zhongmin Gas H AR 18,000,000 RILEAREE

Company Limited”)
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For the year ended 31 March 2007
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43. PRINCIPAL SUBSIDIARIES (Continued) 43. T Ef B [ (&)

152

Place of
incorporation/  Particulars of Group
operation registered effective
Name of company EMREL/ capital interest  Directly  Indirectly Principal activities
AEER EXH Ef R AR SRERER B MiE  TEER
% % %
EHPRMABRAA PRC RMB7,560,000 100 — 100 Storage and transportation,
(“Yunnan Zhongmin Gas F (RMB2,592,000 wholesale and retail of
Company Limited”) unpaid) LPG
AR7,560,0007T FERES  HER
(AR#2,592,000T ZERLABRR
KR
BtHREAREHERAR  PRC RMB26,000,000 100 — 100 Purchase, transportation
(“Huaihua Zhongmin Petroleum (RMB16,000,000 and sale of LPG and
Gas Supply Company unpaid) related petrochemical
Limited”) AR #26,000,0007T products
(AR 16,000,000 & BE BRRHERARR
AER) EEARIER
BRATAMEREBERRA  PRC RMB120,000,000 100 = 100 Investment holding
(“Fujian Province An Ran Gas H AR #120,000,0007 REER
Investment Company
Limited")
BYRARRBERAA PRC RMB10,000,000 100 = 100 Distribution and supply
(“Nanping An Ran Gas # AR #10,000,0007C of gas and
Company Limited") installation of gas
distribution facilities
PHREREBMER
REMBDHERE
REZARRERDA PRC RMB10,000,000 100 = 100 Distribution and supply
(“Changle An Ran Gas F AE#10,000,0007T of gas and

Company Limited”)

Chinese People Gas Holdings Company Limited Annual Report 2006-2007
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For the year ended 31 March 2007
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43. PRINCIPAL SUBSIDIARIES (Continued) 43. T EME R [ (&)

Place of
incorporation/  Particulars of Group
operation registered effective
Name of company EMRYL/ capital interest ~ Directly  Indirectly Principal activities
ARER EEBY R A SEENER B MiE TEER
% % %
BNARERELAEE PRC RMB600,000 60 = 60  Distribution and supply
MRBERAT] H AR 600,000 of gas and
(“Fuzhou Development Area installation of gas
Futie An Ran Pipe Gas distribution facilities
Company Limited”) DHREEIRER
ZREMRD HRE
KRRAEBRRBBRAR PRC ## RMB10,000,000 90 — 90 Distribution and supply
(“Yongan An Ran Pipeline Gas RE 4 AR ¥10,000,0007C of gas and
Company Limited”) installation of gas
distribution facilities
DIEHRAEMRER
ZEMBDHERE
BEEZAARER AT PRC RMB20,000,000 100 = 100 Distribution and supply
(“Dehua Guang An F AR #20,000,0007T of gas and
Natural Gas Company installation of gas
Limited”) distribution facilities
DIHRAEMRE R
ZEMBD#HZ
BREMRAMRER AR PRC RMB3,550,000 26 — 51 Distribution and supply
(FIBESTFREEMR i AR #3,550,0007C of gas and
BRAT) installation of gas
(“Fuding City An Ran Gas distribution facilities
Company Limited (formerly PHREERER
known as Fuding City Ping An ZRMRD HR
Pipeline Gas Company Limited))
EaRAMRERAT PRC ## RMB10,000,000 100 — 100 Distribution and supply
(“Long Yan An Ran Gas B AR ¥10,000,0007C of gas and

Company Limited”)

FRABRRERERAE 2006-20074F &/
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43. PRINCIPAL SUBSIDIARIES (Continued) 43. T Ef B [ (&)

154

Place of
incorporation/  Particulars of Group
operation registered effective
Name of company EMREL/ capital interest  Directly  Indirectly Principal activities
AR LR EEHY Ef R AR SEBNESR B MiE  TEER
% % %
BREAREEMRERRA PRC RMB3,000,000 100 - 100 Distribution and supply
(“Luoyuan An Ran Pipeline Gas AR H#3,000,0007 of gas and
Company Limited”) installation of gas
distribution facilities
DR EEIRER
ZEMRD R B
BNREEZAMABRAR  PRC RMB10,000,000 100 = 100 Distribution and supply
(“Fuzhou Development Area # AR ¥10,000,0007C of gas and
An Ran Gas Company installation of gas
Limited") distribution facilities
DHREEMER
ZEMBDHERE
BMNEAMRRERAR PRC RMB90,000,000 100 = 100 Distribution and supply
(“Zhangzhou An Ran Gas F A& #90,000,0007T of gas and
Company Limited”) installation of gas
distribution facilities
D REEIRER
ZEMED ER
EIRAMRER AR PRC RMB10,000,000 100 — 100 Distribution and supply
(“Lianjiang An Ran Gas # AR ¥10,000,0007C of gas and
Company Limited”) installation of gas
distribution facilities
DHRBEEMER
ZEMBDHERE
BEEZARRERLT PRC RMB20,000,000 100 = 100 Distribution and supply
(“Minging Guang An Natural # AR #20,000,0007 of gas
Gas Company Limited”) DEREERE
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For the year ended 31 March 2007
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A M AR

43. PRINCIPAL SUBSIDIARIES (Continued) 43. T EHBE A T (&)

Place of
incorporation/  Particulars of Group
operation registered effective
Name of company EMREL/ capital interest  Directly Indirectly Principal activities
AEER EXH Ef R AR SRERER B MiE  TEER
% % %
TERARIERAE PRC RMB10,000,000 5] - 51 Distribution and supply
(“Ningde An Ran Gas F A& #10,000,0007T of gas and
Company Limited”) installation of gas
distribution facilities
DR EEIRER
ERMAEER
BEREAMRER AR PRC RMB1,000,000 = 100 Distribution and supply
(“Zhangpu An Ran Gas # AR #1,000,0007C of gas and

Company Limited”)

# Wholly foreign-owned enterprises registered in the PRC.
##  Sino-foreign joint equity enterprises registered in the PRC.

None of the subsidiaries had issued any debt securities during
the year and at the end of the year.

All of the above subsidiaries operate principally in their
respective place of incorporation/establishment.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results or
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.

The English names of the PRC companies referred to above in
this note represent management’s best efforts in translating the
Chinese names of those companies as no English names have
been registered or available.

installation of gas

distribution facilities
DHREEMER

ERMAE BRI

#  RPBEERMIIEBELE -

# RPBEEMzPIEREDRE -

FARBEEARFETS  MEBARMEE
TIEREHES - .

e LB ARERAEER B R A/
BRI o

ERABEZARRZHBRF - HAK
BEFEFEEEATE - MinefEM
MERRZHE  EFRRREREFE
RITE »

B TR AN B R 9 _E S A ) 4 R I 4R R A Bk R)
Rz R A - SULRXRN AR EE S
EEEBHRRPXEEOEZE -
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Five-year Financial Summary

AFHBHRE

For the year ended 31 March 2007
HE2007F3A318IEFE

The following is a summary of the published results and of the assets,

liabilities and minority interests of the Group for the five financial
years ended 31 March 2007:

REBEBZE2007F3A31B L AATRFEZE
E RAERIERRERTIEXEMREZN

™

Year ended 31 March

BE3A31ALEE
2007 2006 2005 2004 2003
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT ABETT
RESULTS ES
Turnover - 532,506 240,607 81,080 38,243 31,136
Profit/(loss) before tax BREL AR (B5E) 49,381 (35,711) 27,435 (9,024) (8,805)
Tax I8 (15,917) (19,400) (11,603) (135) —
Profit/(loss) for the year NEERF, (E18) 33,464 (55,111) 15,832 (9,159) (8,805)
Attributable to: B IA T FEAL ¢
Equity holders of RARIEREFRA
the Company 22,123 (56,061) 15,336 (9,132) (8,760)
Minority interests DR R S 11,341 950 496 (27) (45)
33,464 (55,111) 15,832 (9,159) (8,805)
ASSETS, LIABILITIES BE BER
AND MINORITY DR S
INTERESTS
Total assets BERTE 1,436,863 496,268 260,351 72,053 17,274
Total liabilities BEERE (867,309)  (219,080) (92,952) (38,711) (20,420)
Net assets/(liabilities) BE/(AfE) F58 569,554 277,188 167,399 33,342 (3,146)
Minority interests DR R (66,033) (4,713) (1,834) (274) (683)

Note 1:

The results of the year ended 31 March 2003 and 2004 have not

been restated for the effect of the changes to the Group’s accounting

policies for the adoption of the new HKFRSs.
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Distribution of business
(For the year ended 31 March 2007)

N AREEB AT

B AEMCHERERIUTE GRELREBCE
BT ROMME T H8fE, HA28EIEH AF])

O AEMCaen Rt R F 60 E (kT
B fE e AR S 4 = 2f80H E D

—[Se e
(RRIESRET, TR, JRAERIME)

The province in which the Group operates

The Group’s investment on gas pipeline projects (The
operation of Fujian An Ran coveres B out of 9 regions in
Fujian province, with a total of 28 project companies)

The Group's investment on wholesale and retail of LPG
projects (Huai Hue project includes 2 projects; Huai Hua
Zhong Min and Huai Hua Petroleum Gas Supply Company)

The Group's other invested projects(including 3
projects: Yan Bian Hua Xin, Yan Bian Zhong Min and Zhong Min
Zai Xian)
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