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THE PRC CITY GAS DISTRIBUTION FLAGSHIP
OF CHINA RESOURCES GROUP

The Company was first listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) in 1994 and over the
years the Company has undertaken a number of businesses,
all of which have discontinued by 2008 and disposed of by
2009.

During 2008, the Group acquired from China Resources
(Holdings) Company Limited (“CRH”), the Company’s
substantial and controlling shareholder, the entire issued
share capital of China Resources Gas Limited (“CR Gas”) for
a consideration of approximately HK$3.8 billion funded by a
four for one right issue. CR Gas, through its subsidiaries in
the PRC, operates 7 city gas distribution businesses including
natural or petroleum gas pipelines, CNG filling stations and
bottled LPG distribution. The name of the Company was
changed to China Resources Gas Group Limited to signify its
ultimate transformation as a city gas distributor and to reflect
the focus on its sole city gas distribution business.

During 2009 and the first half of 2010, the Company continues
to grow organically and by acquisitions. Additional 25 city gas
projects were added during this period. As at 30 June 2010, the
Company operates 32 city gas projects in 11 provinces in China
and one municipality with annualised gas sales volume of some
5 billion m3.
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1H 2010 Total Gas Sales Volume
oo oo 0ooo0 0oooo oo ooo  ooo oo 0oo
oo oooo 00% 0000 good good goooooooooooo 0%0 0%0 0%0 %0 oo
Installed ~ Gas Sales Non- Gas No. of
Year of Population Connected Capacity ~ Volume Residential residential Stations  Bottled Gas
Province Founding % Owned  Type of Gas (mm)  Households (mday)  (000'm?) (%) (%) (%) (%)  Stations
oo Chengdu 0O Sichuan 2005 30 000000000000 129 1,698,166 1602,176 569,454 49.1% 503%  06% - 3
Piped natural gas, CNG stations
0o Wi 00 Jengsu 2005 50 0000000000000 62 593,109 6365000 199,971 206% 650%  90%  54% 6
oooooooooooooo
Piped natural and/or other gas,
botfled LPG, CNG stations
oo Suzhou 00 Jiangsu 2003 700 0000000000000 63 128,897 715,000 77108 14% 878% - 08% -
ooooooo
Piped natural andlor other gas,
bottled LPG
] Nanjng 00 Jiangsu 1999 804 000000 63 - - 3499 - - 1000% - 1l
CNG stations
oo Fuang 00 Zhejang 2005 50 0000000000000 06 45761 60,000 11,195
0oooooo

Piped natural and/or other gas,
botfled LPG
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13 projects acquired directly by the Company in 2009

gooooooooooooo
1H 2010 Total Gas Sales Volume
0o 0o 00000 00000 0o ooo ooo 00 000
oo oooo 00% 0000 0ood 0ood goooooooooooo 0%0 0%0 0%0 0%0 0o
Installed  Gas Sales Non- Gas No. of
Year of Population Connected Capacity ~ Volume Residential residential ~Stations  Bottled Gas
Province Founding % Owned  Type of Gas (mm)  Households (m¥lday)  (000'M*) (%) (%) (%) (%)  Stations
oo Wuhan 00 Hubei 2002 510 000000000000 91 54679 263000 31,148 46% RI%  25% - 1
Piped natural gas, CNG station
oo Kumng 00 Yunnan 2008 640 00000D0ODODOD 63 18,768 111,000 41 32% 9%6.8% - - -
Piped natural andlor other gas
oo Tongzhou OO Jiangsu 2008 700 000000000000 12 9,906 25,000 1074 408% 59.2% - - -
Piped natural andlor other gas
oo Hongdong 00 Shamdi 2009 510 0000000000000 07 5,146 100,000 1,113 408% 561%  31% - 1
00oooo
Piped natural and/or other gas,
CNG station
oo Jinan 00 Shandong 2009 1000 00000 6.7 - 160,000 637 - 1000% - - -
Piped natural gas
oo Zaoyang 00 Hubei 2008 1000 000000000DOD 11 1531 6,000 1,056 50% 1%  829% - 1
Piped natural gas, CNG station
oo Yinglan 00  Jiangd 2009 1000 0000000DODO0D 11 5255 940 58 24.1% 75.9% - - -
Piped natural andor other gas
oo Luzhou 00 Sichuan 2003 400 000000000000 50 179218 145,000 57603 56.2% 201%  147% - 3
Piped natural gas, CNG stations
oo Hengshui 00  Hebel 2009 950 00000 44 5539 55,000 6,297 20% 98.0% - - -
Piped natural gas
0o Yutai 000 Shandong 2009 1000 0000 05 oooo
Greenfield Greenfield
0o Huozhou 00  Shandi 2009 700 00000 03 1,604 144,000 34 416% 584% - - -
Piped natural gas
oo Yanggu 00 Shanxi 2009 650 0000 0.1 oooo
Greenfield Greenfield
oo Yanzhou D00  Shandong 2009 700 0000 08 oooo
Greenfield Greenfield
ooooooo
Sub-total 13 projects 311 281,646 1029940 103541 34.0% 5%62%  98% - 6
gooooooooooooooon 5 projects acquired directly by the Company in 2010
oo Chongging 000 Municipality 1995 20 000000000000 26 2409276 3280000 890,231 337% 640%  23% - 5
Piped natural gas, CNG stations
oo Jangning 00 Jiangsu 2010 490 00000 03 141,584 55000 22267 39.0% 610% - - -
Piped natural gas
oo Yibin 00 Sichuan 2010 50 000000000000 53 106,224 93000 42992 364% 3% 3% - 4
Piped natural gas, CNG stations
oo Nefiang 00 Sichuan 2010 50 000000000000 43 113,092 40000 2398 58.5% R4%  91% - 2
Piped natural gas, CNG stations
oo Fengcheng 00 Liaoning 2010 1000 0000 06 oooo
Greenfield Greenfield
gooooo
Sub-fotal 5 projects 391 2710176 3468000 979448 345% 618% 3% - 1
00oooooo
Grand-otal 32 projects 1308 6428415 15147433 2324972 329% 603%  61%  07% 55
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oooooo 6 months
6 months ended 30 ooo
ended 30 June 2009 oooo
June 2010 (unaudited Increase/
(unaudited) and restated) (Decrease)
ooo ooo
HK$’000 HK$’000
ooo Turnover 2,747,186 1,479,942 86%
oooog Profit from operations 515,013 265,471 94%
gopooooog Net cash inflow from operating
00 activities 621,018 327,641 90%
oopooooog Profit attributable to equity
oooo holders of the Company 304,592 174,468 75%
od oo
HK$ HK$
ooooogooao Earnings per share (Note 2)
oo Basic 0.23 0.13 77%
oo Diluted 0.23 0.13 77%
oooooooo Proposed interim dividend
per share 0.02 0.02 0%

ooao

Notes:

goooooooobooooooooo
goooooooooobooboboooo
go0oo0oo0oo0oo0ooOoOooOooooon
gooooooooooooooooo
gOoooooooooOooooooooo
goooooooooooooooooao
gooooooo

goooooooooooooobooo
pooooooooooooosmoong
ooooooooooooooooo

1

The comparatives for the six months ended 30 June 2009 were restated
to reflect the adoption of the “Merger Accounting under Common Control
Combination” accounting policy where the relevant amounts are restated as
if the entities or businesses had been combined at the previous reporting
period or when they first came under common control, whichever is shorter,
and up to the date of disposal where appropriate.

Basic earnings per share is calculated based on weighted average number
of issued shares as indicated in Note 8 to the Condensed Consolidated
Financial Statements. Diluted earnings per share incorporates the potential
dilutive effect of share options.
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0 80%0 20%[T]
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2,747,000,0000 OO O O O O O
gdgexd0ooooooonoD
gobooooboooobbod
780 O O O O O198%023.250
oooooooOot1e40 0000
gooo1ssiooogmood
0 o0 0 gsot00000000 00

RESULTS

For the period ended 30 June 2010, the Group recorded
turnover and profit attributable to the Company’s equity holders
of HK$2,747 million and HK$305 million, an increase of 86%
and 75% respectively over the previous corresponding period.

INTERIM DIVIDEND

The Directors have resolved to declare the payment of an
interim dividend of HK$0.02 per share for the six months ended
30 June 2010 (six months ended 30 June 2009: HK$0.02 per
share), payable on 8 October 2010 to shareholders on the
register of members of the Company on 24 September 2010.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
20 September 2010 to 24 September 2010, both days inclusive.
In order to qualify for the proposed interim dividend payment,
completed transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s branch registrar
and transfer office in Hong Kong, Tricor Secretaries Limited, at
26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong, not later than 4:30 p.m. on 17 September 2010.

BUSINESS REVIEW AND PROSPECTS

The total revenue of city gas operation comprises of recurring
gas sales and one-time gas connection fee which respectively
accounts for 81% and 19% of the revenue for the period ended
30 June 2010 (2009: 80% and 20% respectively).

The turnover of the city gas distribution operation for the
period ended 30 June 2010 amounted to HK$2,747 million, an
increase of 86% over that of the previous corresponding period.
The significant increase was mainly due to both acquisition and
organic growths which resulted in the increase in gas sales
volume by 198% from 780 million m® to 2,325 million m® (164
million m® due to organic growth and 1,381 million m® due to
acquisition growth) and the increase in connection fee income
by 77% from HK$301 million to HK$534 million (HK$108 million
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due to organic growth and HK$125 million due to acquisition
growth). The increases in gas sales and connection fee income
were in turn driven by the following factors:

(1) 110% increase in the daily installed capacity for
commercial & industrial (“C&l”) customers from 7.2 million
m?3 to 15.1 million m3. C&l customers accounted for 66%
and 79% of the total gas sales volume and total gas sales
revenue respectively for the period ended 30 June 2010.

(2) 178% increase in the number of connected households
from 2.3 million to 6.4 million.

The continued economic growth and the rapid industrialization
and urbanisation of China have spiked the demand for energy
in the PRC. The PRC government has been very supportive
of the development of the natural gas industry and has
promulgated various policies and guidelines to encourage and
rationalize the usage of natural gas. The “West to East Gas
Transmission” pipelines were constructed to bring natural gas
from the Xinjiang Autonomous Region to the coastal regions of
the PRC. Construction of the second phase of the “West to East
Gas Transmission” pipelines and the “Sichuan to East” pipelines
from the gas-rich Central Asia and Sichuan province to coastal
regions of the PRC as well as construction of LNG terminals in
coastal cities are actively in progress. All these offer significant
opportunity for future growth in the natural gas industry in
China. The Company will ride on these favourable industry
fundamentals and its strong and experienced management
team to scale new heights via organic and acquisition growths.

The National Development and Reform Commission, as one of
the measures to increase the supply of natural gas, announced
an upward revision of gas wellhead price by RMB0.23 per m?®
with effect from 1 June 2010. The price increase has mostly
been passed through to end users, particularly the non-
residential users. The overall impact of the price reform to the
entire downstream city gas distribution industry is positive as
it will stimulate the increase in gas supply from both local and
imported sources in the immediate future.
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oooooooooooooooaon Similar to 2009, the Group is in discussion with its controlling
Dooooooooooooooan shareholder, CRH, about possible acquisition of certain city
oooooooooooooooo gas distribution projects in the second half of 2010. Of all these
00000Oooooooonooon projects held by CRH, the Group contemplates to acquire about
gooooooboobooogood 9 city gas distribution projects. These projects are located in
O0o0o0o0o0oo0oooooooooaon various provinces of China including cities such as Xiamen,
oooooooooooooood Jining, Kunshan, Ningbo, etc with annualized gas sales volume
00o0oooDOoooosooonogon of about 500 million m® and are expected to make significant
0ooooooooooooooan contribution to the city gas distribution businesses portfolio
Jooooooooooooooao of the Group upon acquisition. Details of such acquisition
oooooooooooooooog (including but not limited to consideration and timing of the
doooooooooooooogoo proposed acquisition) are still in discussion with CRH and thus
oooooooooooooooo have not been finalized and accordingly, no definitive time table
00000000 0ooooooDoooon has been set by both parties.
0ooo00oDo0oO0ooooooooo 9 projects expected to be acquired from CRH in 2H 2010
gooooood
00000000000000
1H 2010 Total Gas Sales Volume
0o 0o 00000 00000 00 000 000D 00 000
0o 0000 00% 0000 0000 0000 0000000000000 (%) %) 0% D%0 00
Installed Gas Sales Non- Gas No. of
Year of Population  Connected Capacity ~ Volume Residential residential Stations  Bottled Gas
Province Founding % Owned ~ Type of Gas (mm)  Households (m*lday) ~ (000'm?) (%) (%) (%) (%) Stations
00 Xemen 00  Fujan 2007 40 000000000000000 18 276,138 457000 50611 164%  398%  108%  33.3% 2
0oooooo0000o
Piped natural and/or other gas,
bottled LPG, LPG stations
00 Jning DO Shandong 2007 510 000000000000 83 170623 10750 39910 19.8%  748%  54% - 1
Piped natural gas, CNG station
00 Sunng DO Schuan 1993 500 000000000000 39 131,962 58000 39,083 505%  25.9%  236% - 4
Piped natural gas, CNG stations
00 Tengzhou 00 Shandong 2008 700 000000000000000 17 71,453 150000 30263 126%  79.0%  83% - 2
000D
Piped natural and/or other gas,
CNG stations
00 Shfang DO Sichuan 2008 510 000000000000 04 3,147 90000 29884  168%  66.8%  16.4% - 2
Piped natural gas, CNG stations
00 Kunshan 00 Jiangsu 2001 499 00000 07 73927 51000 18508 384%  616% - - -
Piped natural gas
00 Qdong DO Jiangsu 2007 1000 000000000000000 11 41,146 80000 6286 3%  627% - - -
00000
Piped natural and/or other gas,
bottled LPG
00  Guheng 00  Hubei 2004 1000 D0OOD 06 304 13000 2268 05%  995% - - -
Piped natural gas
OO0  Hangzhou-00  Zhejiang 2009 1000 0OOOO 5.7 - 32,280 602 - 100.0% - - -
wan Piped natural gas
000000
Total 9 projects 242 798,790 1442030 217415 249%  562%  112%  T7% ]
oooooooooooooooaon On 28 June 2010, the Group entered into an important co-
000000000 0oo0oooon operation agreement with Tianjin Gas Group Company
00000000 o0ooooooo Limited, a PRC State-owned enterprise, to establish a sino-
000000 o0Oooooooooon foreign equity joint venture enterprise principally for the supply
Ooo0ooooo0oooooooon and provision of piped natural gas in Tianjin, the PRC. The
000000000 049%0 000 Group is expected to hold a 49% interest in the proposed joint
oo0oo0oooooOeo0O0OOnOnO venture with an estimated investment of between RMB2 billion
250 00000000000000 and RMB2.5 billion. The transaction is expected to complete
oooooooooooo towards the end of 2010 or early 2011.
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On 28 June 2010, the Group’s controlling shareholders, CRH,
entered into a strategic collaboration agreement with China
National Petroleum Corporation (“CNPC”) to collaborate in
various oil and gas related fields. With respect to natural gas,
CNPC will make it a priority to supply gas to CRH’s city gas
projects, to optimize and rationalize city gas markets entry
strategy. CNPC also welcomes CRH'’s equity participation in the
construction of natural gas infrastructure facilities such as long
distance natural gas primary pipelines, secondary pipelines,
regional pipelines and LNG receiving terminals of CNPC in
China. The Group will gain more support and advantages in
securing gas supply and city gas project acquisitions. The
collaboration is of great significance in maintaining the Group’s
leadership in city gas distribution business in the PRC.

The Group also continues to enhance its operational
efficiencies and constantly seeks improvements in areas such
as customer service, project tendering, safety standards,
gas leakages control, etc. The ongoing organic enhancement
of existing city gas distribution operations and the external
acquisition of new city businesses will continue to deliver
stable cash flow as well as excellent growth opportunity for
the enhancement of the Company’s shareholders’ value in the
foreseeable future.

Leveraging on the above mentioned factors, the Group will
continue to grow rapidly via organic and acquisition growths
and aspires to become the PRC leading city gas distribution
company in the foreseeable future.
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FINANCIAL REVIEW

The Group’s unaudited consolidated turnover for the period
amounted to HK$2,747 million (2009: HK$1,480 million) with
gross profit of HK$842 million or 31% (2009: HK$452 million
or 31%) and a profit before minority interests for the period of
HK$305 million (2009: HK$174 million).

Cash Flow

The net cash inflow from operations during the period
amounted to HK$621 million (2009: HK$328 million).

The Group has spent HK$1.4 billion in capital expenditure
during the period. The above required funding was financed
by the operating cash flow, bank borrowings and cash on
hand of the Group. As at period end the Group’s free cash
on hand was HK$2,975 million. Among the cash balance 5%
was denominated in Hong Kong dollar and the remaining in
Renminbi and US dollar.

Liquidity and Financial Resources

It is the Group’s policy to use the cash flow generated from
operations and appropriate level of borrowings as the principal
source of fund to finance major expansion and acquisition.
In March 2010, the Group obtained a 3-year revolving credit
facility of HK$380 million at an all-in cost of HIBOR plus 1.05%.
In June 2010, the Group secured a 5-year term loan facility of
HK$2 billion with an all-in cost of HIBOR plus 0.95%. As at the
end of the period, the Group has total borrowings of HK$4,226
million. 4% of the borrowings is considered as current liabilities
and repayable within one year, the remaining are repayable in
five years. Renminbi and HK dollar denominated borrowings
accounted for 10% and 90% of the total borrowings respectively.
Bank loans of HK$28 million was secured by assets of the
Group. Over 90% of borrowings are interest bearing bank loans
on floating rate terms.

The net borrowings of the Group was HK$1,250 million as at
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gooopo400000000DDOO The Group has been granted a total of HK$4 billion term loan
0o0oooooooooooooon facilities with maturities from 2012 to 2015. The facilities are
gooodobopooDooboooao unsecured and with floating interest rates. As at the end of
doooo0oooooooooood the period, 93% of the facilities has been drawn down. The
B ODOIDODDODDODO0OOooDoooo facilities together with healthy operating cash flow will provide
oooooooooooooooao sufficient funding for foreseeable expansion and working capital
oooooooooooooo requirement.
0o0o0o0oo0ooDobooooooo Other than the above mentioned committed facilities, the Group
00000ooDOoooDooDooon has no other committed borrowing facilities. For day-to-day
Ooooooooooooooon liquidity management and maintaining flexibility in funding, the
Jooooooooooooooon Group has managed to obtain sufficient uncommitted short-
oooooooooo term facilities from banks.
oooooooo Property, Plant and Equipment
goobOooooboobooood During the period ended 30 June 2010, the Group’s continuing
goboooooobooboooooo city gas distribution business spent HK$44 million on machinery
JOo0doDbO0O0oooo4a4,000,000 and equipment and HK$295 million on construction in progress.

goooboboooooboao
295,000,0000 O O

oooog Contingent Liabilities

0o0oooooooooooooao As at 30 June 2010, the Group did not have any material
oooooooo liabilities.

oooDoooooa Financial Management and Treasury Policy
0o0o0ooOooooboOooogood The financial risk management of the Group is the responsibility
do0o00odoDOoooooooooao of the Group’s treasury function at the head office in Hong
oooooooooooooooan Kong. One of the major objectives of the Group’s treasury
go0DooO0oOoOoooooooog policies is to manage its exposure to fluctuation in interest rates
oooo and foreign currency exchange rates. It is the Group’s policy

not to engage in speculative activities.

dooooooooooooooo Most of the Group’s assets and liabilities are denominated in
ooooobOoooooobooDbo Hong Kong dollar and Renminbi with some denominated in
gooooooooooooooo US dollar and Euro. The Group does not expect significant

ooDoDoooDooon exposure to foreign exchange fluctuations in this regard.
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gooooooooood SIGNIFICANT INVESTMENTS, ACQUISITIONS
AND DISPOSALS

000025%00 Acquisition of 25% equity interest in Chongqing
gddooooooooooooo On 23 December 2009 and 24 December 2009, CR Gas
ooooooOoOooooooooo Investment, a wholly-owned subsidiary of the Company,
oooobooooboooobo entered into master agreements and a supplemental agreement
D000 oooomoo respectively, with Chongqging Energy Investment Group* (O
oodooo0ooDoooDoooooao O0O0O0O0o0ooooan) (“Chongging Energy”) whereby CR
oooooooooooooooo Gas Investment agreed to contribute cash of approximately
0oooooDoomoooomo RMB1,162.8 million to Chongqging Gas Group Corp Ltd.* (O
00o0oooi,162,800,0000 0 O O O00@O)YoOooaoaQo) (“Chongging Gas”) to increase
go0oooobDOobDOobDOonOdas% its registered capital in return for a 25% equity interest in
Jooodooooooooooo Chongging Gas. The cash consideration of approximately
oood2s%b000o0oonoooad RMB1,162.8 million for the 25% equity interest in the enlarged
1,162,800, 00000 00000000 registered capital of Chongqing Gas was determined after
o@ooooooooooooon arm’s length negotiation with reference to (i) the track record
0000000000 ooooao () and potential development of Chongqging Gas in the city gas
dooooooooooooood distribution business in Chongqing; and (ii) the appraised
ooooooodooe,ez7,100,000 net asset value of Chongging Gas of RMB2,877.1 million as
Jooodooooooooooooo at 30 September 2009, based on the independent valuation
0oooooooooooooooon performed by an independent valuer in the PRC. Chongging
Jo0oodoooooooooogod Gas is a limited company incorporated in the PRC wholly-
oo00o0ooooooooooooao owned by Chongqing Energy and is principally engaged in city
ooooood gas distribution business in Chongqing, the PRC.
00oo0o0o0ooOooooooboooo The aforesaid transaction was completed in early 2010 upon
000000ooOoooooDoon obtaining all the necessary approvals from the relevant PRC
J0o00oo0oooobDooogooag authorities and Chongging Gas was converted into a sino-
oooodoooooooooooo foreign equity joint venture owned by Chongqing Energy and

0 075%025%0 00 CR Gas Investment as to 75% and 25% respectively.
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Establishment of a joint venture company in Jiangning
District, Nanjing

On 9 April 2010, the Company, through China Resources Gas
Limited, its wholly-owned subsidiary, entered into a sino-foreign
equity joint venture arrangement with OO DO OO0OO0O(@0O)
0 0O (translated as Nanjing City Jiangning District Gas (Group)
Company Limited) (the “PRC Party”) pursuant to the joint
venture contract and the articles of association in relation to
the establishment of the joint venture company namely Nanjing
Jiangning China Resources Gas Co., Ltd. (0O OOOOOOO
O 0 0) (“Jdiangning CR Gas”), which became a jointly controlled
entity of the Company upon establishment. Jiangning CR Gas
is principally engaged in, among other things, the investment,
construction and operation of the city piped gas facilities as
well as the supply and sale of gas in Jiangning District, Nanjing
City of the PRC.

The aggregate cash contribution of RMB600 million was
contributed by China Resources Gas Limited to Jiangning CR
Gas for a 49% stake in Jiangning CR Gas.

* Name translated for reference purposes.

GOING CONCERN

On the basis of current financial projections and facilities
available, the Group has adequate financial resources to
continue its operation for the foreseeable future. For this
reason, the going concern basis continues to be adopted in
preparing the consolidated financial statements.

INCENTIVE SCHEMES
Share Option Schemes

On 26 November 2001, the Company has terminated the share
option scheme of the Company adopted on 15 October 1994
(the “Old Share Option Scheme”) and adopted a new share
option scheme (the “New Share Option Scheme”) as a result
of changes in the Listing Rules on the Stock Exchange in
relation to share option scheme. On 21 February 2002, upon
approval of its shareholders, the Company amended the New
Share Option Scheme to widen the scope of participants that
are eligible to participate in the New Share Option Scheme. On
5 March 2008, the Company has terminated the New Share
Option Scheme of the Company adopted on 26 November 2001
(and subsequently amended on 21 February 2002).
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0oo0oooooooooooooao A summary showing the movements of the New Share Option
oopoooooo Scheme during the period are detailed in the Additional

Information section.

oooo Incentive Award Scheme

dooooooooooooooo On 1 December 2008, the Company adopted a restricted share
odooooooooooomooao award scheme (the “Incentive Award Scheme”) for the purpose
gdooooooooboboon of recognizing and motivating the contribution of certain
goooooboooobooboon employees and providing incentives to existing employees.
gooobooooobooooobo Unless early termination by the Board, the Incentive Award
0o0oooooooooooooao Scheme shall be valid and effective for a term of 10 years
0o0o00ooOOoooobooogooo commencing on the adoption date. The maximum aggregate
ooooo0ooooooooooo numbers of restricted shares which can be awarded under
oooooooooooooooan the Incentive Award Scheme and to a selected employee

000 5%0 0.5%0 throughout its duration are limited to 5% and 0.5% respectively
of the issued share capital of the Company from time to time.

0Joo0ooobOOooooobooo Pursuant to the rules of the Incentive Award Scheme, the
00o0DoDo0ooOoooooooon Company has appointed BOCI-Prudential Trustee Limited
0000 oooDoooooo as trustee (the “Trustee”), pursuant to which existing shares
oooooooooooooooo will be purchased by the Trustee from the market out of cash
odoodoDooooooooooon contributed by the Group and be held in trust for the relevant
gooooooboobooooo selected employees until such shares are vested with the
doodooooooooooood relevant selected employees in accordance with the provisions
oo0oDOoooOoooOooooooo of the Incentive Award Scheme. A total of 70,000,000 shares,
253,534,4800 OO OO OODOOO representing approximately 4.95% of the issued share capital
00000070,000,0000 00003 of the Company as at 30 June 2010, were purchased at an
0000d0ooooooooooog aggregate cost of approximately of HK$253,534,480 (including
0o0495%M00000onooo transaction costs) on 7 April 2009 and held by the Trustee. The
oopooooboooobobogoo Company does not intend to purchase any further share under

the Incentive Award Scheme.

dooooooooooooooo On 16 March 2010, the Company amended the Incentive Award
gooooooooOoOOOOoOOO0 Scheme such that cash instead of restricted shares will be
oooooooooooooooan awarded under the Incentive Award Scheme. The Company will
ooooooooooooooon utilize the proceeds generated from disposal of the restricted
oooooooooooooooon shares held by the Trustee for the awards made under the
o 0O oooo scheme. The awards will be subject to the approval of the

Company’s Remuneration Committee and the cash under the
award will only be given upon fulfillment of relevant vesting
conditions imposed on the date of grant of the award.
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REWARD FOR EMPLOYEES

As at 30 June 2010, the Group employs approximately 16,000
employees in Hong Kong and the PRC. The Group values
human resources and recognizes the importance of attracting
and retaining quality staff for its continual success. The Group
remunerates its employees based on their performance, work
experience and the prevailing market wage level. Further,
staff bonuses are granted to certain employees and incentive
award may be made to selected employees based on individual
performance. The Group believes this will assist the Group to
attract and retain quality staff and at the same time encourage
the employees to give their best performance.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express our most sincere appreciation to our business partners,
customers and shareholders for their unfailing support as well
as all the Group’s employees for their hard work and dedication
in carrying out their duties and in achieving the Group’s
business goal.

On behalf of the Board

MA Guoan

Chairman

CHINA RESOURCES GAS GROUP LIMITED

Hong Kong, 23 August 2010
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THE BOARD

Dr. Yang Chonghe, Howard resigned as the Independent Non-
executive Director of the Company with effect from 17 March
2010 and Ms. Yu Jian was appointed as the Independent Non-
executive Director of the Company to fill the vacancy of Dr.
Yang with effect from 17 March 2010.

Mr. Li Fuzuo resigned as the Non-executive Director of the
Company with effect from 6 August 2010 due to assuming other
responsibilities with China Resource Group.

As at the date of this interim report, the Board consists of
three Executive Directors namely, Mr. Ma Guoan, Mr. Wang
Chuandong and Mr. Ong Thiam Kin, Ken; two Non-executive
Directors namely, Mr. Du Wenmin and Mr. Wei Bin and three
Independent Non-executive Directors namely, Mr. Wong Tak
Shing, Mr. Luk Chi Cheong and Ms. Yu Jian.

BOARD COMMITTEE

Mr. Ma Guoan, the Chairman and Executive Director of the
Company, was appointed as the chairman of the Nomination
Committee of the Company to fill the vacancy arising from the
resignation of Dr. Yang Chonghe, Howard with effect from 17
March 2010.

As at the date of this interim report, the Nomination Committee
comprises of one Executive Director namely Mr. Ma Guoan and
two Independent Non-executive Directors namely Mr. Wong Tak
Shing and Mr. Luk Chi Cheong. Mr. Ma Guoan is the chairman
of the Nomination Committee.

OTHER CHANGES IN DIRECTORS’
INFORMATION

Other changes in Directors’ information since the date of the
2009 annual report of the Company are set out below.

Mr. Du Wenmin and Mr. Wei Bin, the Non-executive Directors
of the Company, were appointed as Non-executive Directors of
China Resources Power Holdings Company Limited, a company
listed on the main board of the Stock Exchange, with effect
from 9 July 2010.
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DIRECTORS’ REMUNERATION

On 16 March 2010, the Board approved the increase in the
Director’s fee from HK$30,000 to HK$70,000 per annum for
each Executive Director and Non-executive Director and the
increase in the Director’s fee from HK$120,000 to HK$150,000
per annum for each Independent Non-executive Director subject
to the approval of the shareholders of the Company. At the
annual general meeting of the Company held on 31 May 2010,
the shareholders approved to authorize the Board to fix the
remuneration of the Directors for the year ending 31 December
2010.

Save for the information disclosed above, there is no other
information required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules.
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DIRECTORS’ INTEREST IN SECURITIES

As at 30 June 2010, the interests and short positions of the
directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which have been
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they are taken or deemed to have under
such provisions of the SFO), or which are required, pursuant to
section 352 of the SFO, to be entered in the register referred to
therein, or which are required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers contained
in the Listing Rules, to be notified to the Company and the
Stock Exchange, were as follows:

(a) Interests in issued ordinary shares of the Company

ooono

ooooot

ogoooo googd Aggregate

oooo oo Long or short Number percentage

Name of Directors Capacity position of shares of interest*

ooooo ooooo oo 100,000 0.0071%
Mr. Wang Chuandong Beneficial owner Long position

opooogd ooooo 00 50,000 0.0035%
Mr. Ong Thiam Kin, Ken Beneficial owner Long position

ooooo ooooo oo 51,000 0.0036%
Mr. Li Fuzuo Beneficial owner Long position

opoood ooooo 00 54,000 0.0038%
Mr. Du Wenmin Beneficial owner Long position

ooooo ooooo oo 40,000 0.0028%

Mr. Wong Tak Shing

ooao

Beneficial owner

Note:

1. goooooooobooooooooo 1
gooooooooobooooooooo

ooooo

Long position

This represents the percentage of aggregate long position in ordinary
shares of the Company to the total issued share capital of the Company as

at 30 June 2010.
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(b) Interests in issued ordinary shares and underlying
shares of China Resources Enterprise, Limited

oooooo (“CRE”), an associated corporation of the Company
ooooo

oooo oooo
opopooogt Exercise oooooe?
goooo gooo Number price goobooO Aggregate
oooo Long or short Number of share  per share Date percentage
Name of Directors position of shares options! (HK$) of grant of interest?
ooooog oo 300,000 300,000° 10.350 04/10/2004 0.0250%

Mr. Wang Chuandong Long position

ooood oo
Mr. Du Wenmin Long position
ooo

1. gooooooooooooobooo
oo

2. gpooboO0ooOooobooooooooo
goooooooooboooOoOooobooo
gooooooo

3. goooooooOooobOoOooooao
ooooooooooo

4. gooooooooooooooboooo
oooooooo

5. gooooooooooooooooo
g1t1.00000

100,000 - - - 0.0042%

Notes:

1. This refers to the number of underlying shares of CRE covered by its share
option schemes.

2. This represents the percentage of aggregate long position in ordinary
shares and underlying shares of CRE to the total issued share capital of
CRE as at 30 June 2010.

3. The exerciseable period during which the share options may be exercised
is from 4 October 2004 to 3 October 2014.

4. All interests disclosed above are being held by each Director in his capacity
as beneficial owner.

5. In each case, HK$1.00 is payable upon acceptance of the share options
granted.
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Interests in issued ordinary shares and underlying
shares of China Resources Power Holdings Company
Limited (“CRP”), an associated corporation of the
Company

ooooo

oooo oooo

opopooogt Exercise oooooe?

googd gogdad Number price Ooond Aggregate

oooo Long or short Number of share per share Date percentage

Name of Directors position of shares options! (HK$) of grant of interest?

ooood oo 22,000 - - - 0.0005%
Mr. Ma Guoan Long position

ooood oo - 101,800° 2.750 06/10/2003 0.0022%
Mr. Wang Chuandong Long position

ooood OO 741,780 61,080 3.919 18/03/2005 0.0171%
Mr. Li Fuzuo Long position

ooood oo 297,000 183,240° 2.750 12/11/2003 0.0102%
Mr. Du Wenmin Long position

ooo Notes:

1. oooooooooO0oOoooO00oo0oaa

oooo

2. o0oooO0O0oo0ooO0oO0oo0oooooa
oooobOooo0oOooooooooa

gooo0oooo0ooooo

3. gooooOooooooooooOoo
oooO0oooO0oO0oooOooboOooOoooo
gooooooooboooooobooo

goobooooooo

4. ooooboO0oO0oooOooooooooa
0ooooOoOoooOooooon

5. gooooooooooOoOoooooo
gobooOoooooooooOooooo

gooooooooo

6. gooooooooboooooooooao

oooooooD

7. O00oedO00OO0OO0O0O0O0OO0OOOOOOO
gooboooooooooooooo

8. gooooooooOoOooooboooo

o1.00000

This refers to the number of underlying shares of CRP covered by its share
option scheme.

This represents the percentage of aggregate long position in ordinary
shares and underlying shares of CRP to the total issued share capital of
CRP as at 30 June 2010.

The share options are exercisable in 5 tranches, from 6 October 2004,
2005, 2006, 2007 and 2008 to 5 October 2013.

The exercisable period during which the share options may be exercised is
from 18 March 2010 to 17 March 2015.

The share options are exercisable in 2 tranches, from 6 October 2007 and
2008 to 5 October 2013.
Mr. Ma Guoan was deemed to be interested in the ordinary shares through

the interest of his spouse.

Save as otherwise disclosed under note 6, all interests disclosed above are
being held by each Director in his capacity as beneficial owner.

In each case, HK$1.00 is payable upon acceptance of the share options
granted.
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(d) Interests in issued ordinary shares and underlying
shares of China Resources Land Limited (“CRL”), an
associated corporation of the Company
gooog
oooo oooo
opoog? Exercise oooooe?
goooo gooo Number price goobooO Aggregate
oooo Long or short Number of share  per share Date percentage
Name of Directors position of shares options! (HK$) of grant of interest?
ooooog oo 1,000,000
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(e)

Interests in issued ordinary shares and underlying
shares of China Resources Microelectronics Limited
(“CRM”), an associated corporation of the Company

ooooo

oooo oooo

ooooo Exercise ooooot

googgd godad Number price gobbOOd Aggregate

gooo Long or short Number of share per share Date percentage

Name of Directors position of shares options (HK$) of grant of interest!

ooooog oo 918,000 - - - 0.0104%
Mr. Li Fuzuo Long position

ooooo oo 1,458,000 - - - 0.0166%
Mr. Du Wenmin Long position

ooooo oo 1,165,912 - - - 0.0133%
Mr. Luk Chi Cheong Long position

ooo Notes:

goooooooobooooooboooo
gpooboO0ooOooobooooooOooo
ooooooooo

This represents the percentage of aggregate long position in ordinary
shares of CRM to the total issued share capital of CRM as at 30 June 2010.

2. go0oo0ooooooouooooooo 2. All interests disclosed above are being held by each Director in his capacity
gooooooo as beneficial owner.

() DoDoobOoooOoooooao (f) Interests in issued ordinary shares and underlying
odooMmoooomoooag shares of China Resources Cement Holdings Limited
Jdoddoogoodao (“CR Cement”), an associated corporation of the

Company
googo
good godd
goooog Exercise gopooogt
goood gogdad Number price goodd Aggregate

oooo Long or short Number of share per share Date percentage

Name of Directors position of shares options (HK$) of grant of interest!

ooood oad 120,000 - - - 0.0018%

Mr. Ong Thiam Kin, Ken Long position

ooo Notes:

1. 00000000000 OoOooooon 1. This represents the percentage of aggregate long position in ordinary
0000000000 000O000o00 shares of CR Cement to the total issued share capital of CR Cement as at
0ooooooon 30 June 2010.

2. Jo0000000O00oOoooOooooog 2. All interests disclosed above are being held by each Director in his capacity

poooooo

as beneficial owner.
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SCHEME OPTIONS SCHEME

No share option had been granted to any Directors during the
period and none of the Directors has any interests in the shares

options of the Company as at 30 June 2010.

A summary of the movements of the share options in relation to
the employees of substantial shareholder and its subsidiaries
and associated companies (other than employees of the Group
and the Directors of the Company) under the New Share Option

Scheme during the period is as follows:

ooooo
Number of share options

oooogoo opooogono ooooono

goood oogoo oboogoo gogoog

oooo opogo ooooo Granted/ oooo

Exercise price Outstanding Exercised Cancelled/ Outstanding

gooo per share as at during Lapsed during as at
Date of grant (HK$) 1 January 2010 the period the period 30 June 2010
09/04/2002 8.20 210,000 6,000° - 204,000
13/01/2004 9.06 2,000 - - 2,0002

ooo Notes:

1. god0o0ooooooooooooooo 1 The share options are either vested immediately and exercisable from 9

goooooooooooooooao
gpooooOoooooooOobooood
goooooooooooooboobooo
gooooooooooooooooo
goooooo

2. goooooooooobooooooao
gooooooooooooooooo

gobobbooooooobooooooob

3. gooooo0o0o0ooobooooooobooo

10.72000

April 2002 to 8 April 2012 or vested in 4 tranches and exercisable on 9 April

2002, 1 January 2003, 2004 and 2005 to 8 April 2012.

2. The share options are vested in 3 tranches and exercisable on 13 January

2005, 2006 and 2007 to 12 January 2014.

3. The closing price of the shares immediately before the date on which the

share options were exercised was HK$10.72.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2010, so far as is known to the directors or chief
executive of the Company, the following persons (not being a
director or chief executive of the Company) had interests and
short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the Company
under the provisions of Division 2 and 3 of Part XV of the
SFO or which were recorded in the register maintained by the
Company pursuant to section 336 of the SFO:

gogdd
opooog!
oooo ooooo oooog Aggregate
goodad od Nature of Long or Number percentage
Name of shareholders Capacity interest short position of shares of interest?*
Splendid Time oooogoag ooog ogd 1,059,999,983 74.94%
Investments Inc. Beneficial owner Beneficial  Long position
(“Splendid Time”)? interest
gogad gooooooo godad od 1,060,001,983 74.94%
CRH? Controlled Corporate  Long position
company’s interest interest
CRC Bluesky Limited oooooooo oooo oo 1,060,001,983 74.94%
(“CRC Bluesky”)? Controlled Corporate  Long position
company’s interest interest
gooogoogd goooogogo godd oad
(M oooooe 1,060,001,983 74.94%
China Resources Controlled Corporate  Long position
Co., Limited (“CRCL")? company’s interest interest
goooooo oooooooo ooood oad
Moooome 1,060,001,983 74.94%

China Resources Controlled

National Corp.
(“CRNC")Z

ooao

1. gooooooooooooobooo
gooboooooooooooooooo

2. Splendid TimeO 0000000000
0000 01,059,999,9830 02,0000 O
D0o00o00oooooooooobooo
goooopoooooXxvooooooo
oo00000D01,060,001,9830 0000
000000 0OCRC Blueskyd 0O OO
OOOCRC BlueskyD OO O OooonoO
0ooo0o0o0o0oD0o0o0o0oOooOoOoOoo
99.98%0 0000000000 O0O0OXV
OOCRC BlueskyD DO O OOoOoOonoQ
goooobooooi,060,001,9830 00O
oooo

company’s interest

Corporate
interest

Long position

Notes:

1

This represents the percentage of aggregate long position in shares to the
total issued share capital of the Company as at 30 June 2010.

Splendid Time and Commotra Company Limited directly hold 1,059,999,983
and 2,000 shares in the Company respectively and both companies are
wholly-owned subsidiaries of CRH, which is therefore deemed to be
interested in 1,060,001,983 shares of the Company under Part XV of the
SFO. CRH is a wholly-owned subsidiary of CRC Bluesky. CRC Bluesky is a
wholly-owned subsidiary of CRCL which in turn is 99.98% owned by CRNC.
CRC Bluesky, CRCL and CRNC are all therefore deemed to be interested
in 1,060,001,983 shares of the Company under Part XV of the SFO.
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SPECIFIC PERFORMANCE OBLIGATIONS ON
CONTROLLING SHAREHOLDER

On 8 September 2009, the Company, as borrower, entered into
a 5-year HK$800 million term loan facility agreement with a
bank. The facility is unsecured and interest bearing with any
outstanding amount to be repaid in full on the date falling 5
years from the date of the facility agreement.

On 17 December 2009, the Company, as borrower, entered
into two term loan facility agreements with two banks, each
amounting to HK$300 million. Both of the loan facilities are
unsecured and interest bearing with any outstanding amounts
to be repaid in full on the date falling 3 years from the date of
the facility agreements.

On 17 December 2009, the Company, as borrower, entered into
a facility letter (the “Facility Letter”) with a bank. The Facility
Letter is for a fixed loan facility of up to an aggregate amount
of HK$300 million and the final maturity date of the facility shall
be the date falling 36 months from the date of the acceptance
of the facility.

On 31 March 2010, the Company, as borrower, entered into a
facility agreement with a bank in relation to a HK$380 million
revolving loan facility. The loan facility is unsecured and interest
bearing with any outstanding amount to be repaid in full on the
date falling 3 years from the date of the facility agreement.

On 15 June 2010, the Company, as borrower, entered into a
facility agreement with a bank in relation to a HK$2 billion
5-year term loan facility. The loan facility is unsecured and
interest bearing with any outstanding amount to be repaid
in full on the date falling 5 years from the date of the facility
agreement.
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Pursuant to the aforesaid facility agreements/letter, the
controlling shareholder of the Company, CRH is required, at
all times, to hold an aggregate beneficial ownership (directly
or indirectly) of not less than 50 per cent. in the issued share
capital of the Company (the “Specific Performance Obligation”).
It will be an event of default if the Specific Performance
Obligation is breached; and in such case, the relevant banks
shall declare the commitments to be cancelled and/or declare
all outstanding amounts together with interests accrued thereon
and all other sums payable by the Company to be immediately
due and payable.

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 shares during the
period ended 30 June 2010.

CORPORATE GOVERNANCE

The Group is dedicated to maintaining a good credible
framework of corporate governance with a view to being
transparent, open and accountable to our shareholders as
regards to the principles under which the Group is managed
and directed. Going forward, the Group will continue to
strengthen its corporate governance policies to ensure that they
remain consistent with the prevailing practices and standards,
which the shareholders would expect of us. To strengthen
the functions of the Board and to enhance its expertise,
there are four committees namely, the Audit Committee, the
Remuneration Committee, the Nomination Committee and the
Investment Committee under the Board, with each performing
different functions.

Audit Committee

The Audit Committee comprises of two Independent Non-
executive Directors namely Mr. Luk Chi Cheong and Mr.
Wong Tak Shing and one Non-executive Director namely
Mr. Du Wenmin. Mr. Luk Chi Cheong is the chairman of the
Audit Committee. The Audit Committee’s role is to provide
an independent and objective review of the effectiveness
of the financial reporting process, internal control and risk
management as well as internal audit function of the Group.
It primarily aims to increase the Board’s effectiveness,
accountability, transparency and objectivity.
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The Audit Committee has reviewed with the management (i)
the accounting principles and practices adopted by the Group
and (ii) reviewed and discussed internal control and financial
reporting matters including the unaudited interim results and
the financial statements for the period.

Remuneration Committee

The Remuneration Committee comprises of two Independent
Non-executive Directors namely Mr. Wong Tak Shing and Mr.
Luk Chi Cheong and one Executive Director namely Mr. Ong
Thaim Kin, Ken. Mr. Wong Tak Shing is the chairman of the
Remuneration Committee. The duties of the Remuneration
Committee, among others, are to make recommendations to the
Board on the Group’s policy and structure for the remuneration
of directors and senior management and to review and approve
performance-based remuneration by reference to corporate
goals and objectives resolved by the Board from time to time.

Nomination Committee

The Nomination Committee comprises of one Executive Director
namely Mr. Ma Guoan and two Independent Non-executive
Directo