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THE PRC CITY GAS DISTRIBUTION FLAGSHIP OF
CHINA RESOURCES GROUP

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
gas pipelines and CNG filling stations. The Company was subsequently
renamed as “China Resources Gas Group Limited” to reflect the focus
on its sole city gas distribution business and its role as the city gas
distribution flagship of CRH.

The Company continues to expand via organic and acquisition growths.
Additional 20, 21 and 25 city gas projects were added during 2009,
2010 and 2011 respectively. As at 31st December, 2011, the Company
operates 73 city gas projects (including 6 provincial capitals and 1 direct
administrative municipality) in 16 provinces in China with annualised
gross gas sales volume of 7.2 billion m® and 10.5 million residential
customers.
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Acquired 100% interest in Flemming Limited for a consideration
of RMB353 million, Flemming Limited operates 7 city gas projects
in Shandong Province and Zhejiang Province. The acquisition
allows the Group to expand its business operation in these areas
and creates synergy with the Group’s existing gas operation
there.

Ten Regional Centres were established in Shenzhen, Fuzhou,
Shanghai, Nanjing, Jinan, Chengdu, Kunming, Zhengzhou,
Wuhan and Shenyang. Day to day operational management
responsibility was decentralised to these regional centres, each
of which is responsible for its respective region or province.
Operational efficiency is expected to greatly improve going
forward.

3 Regional Pipeline Design & Construction Centres were set up in
Nanjing, Chengdu and Zhengzhou to be responsible for pipeline
design & construction work in the Eastern, South Western and
Central regions of China. This eliminates the duplication of such
activities in each city gas project and will result in greater cost
efficiency and uniformity in construction of pipeline infrastructure.

Acquired additional 5% interest in Zibo China Resources Gas
Co., Ltd, a city gas joint venture project in Shandong Province.
The acquisition will enable the Group to obtain controlling
interests, thereby contributing more revenue and earnings.

Acquired the fourth batch of 7 city gas projects from CRH for a
consideration of HK$1,710 million, which was satisfied by the
issue of 161,174,785 shares.
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Announced the proposal for privatisation and a voluntary
conditional offer made for all the issued shares of Zhengzhou
China Resources Gas Company Limited (“Zhengzhou CR Gas”).
The proposal was approved by independent shareholders of
Zhengzhou CR Gas and Zhengzhou CR Gas was delisted in
February 2012 with the Group obtained 96.08% interest therein.

Included as a constituent stock of Morgan Stanley China Index,
MSCI. The inclusion will enhance the visibility of the Company
among the global investment community.

Increased the Company’s interest in the joint venture, Nanjing
Jiangning China Resources Gas Co., Ltd., from 49% to 70%,
which will contribute more revenue and earnings to the Company
in future.

Entered into a joint venture agreement with Tianjin Gas Group
Company Limited to operate city gas distribution business in
Tianjin Municipality. The proposed registered capital is RMB5
billion (equivalent to approximately HK$6.16 billion), of which
49% will be contributed in cash by the Group.

Entered into a joint venture agreement with Ningbo Urban
Construction Planning and Investment Holding Company Limited
and Ningbo Xingguang Gas Group Company to operate city gas
business in Ningbo City. The proposed joint venture will be 49%
owned by the Group.

International Credit agencies Moody’s and Fitch assigned
investment grade ratings of Baal and BBB+ respectively to the
Company.
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The continued economic growth and urbanisation in China has spiked
the demand for energy in China. In order to diversify energy resources
and reduce reliance on polluting energy sources such as coal and crude
oil, the PRC government has, in recent years, taken various measures
to promote the development and utilisation of less polluting energy
sources. Natural gas is considered a cleaner and superior substitute
for conventional energy sources such as coal and crude oil. The PRC
government has therefore been very supportive of the development of
the natural gas industry.

The percentage of natural gas in total energy consumption in the PRC
is very low compared to international levels. According to BP Statistical
Review of World Energy 2011, for 2010, natural gas only accounted
for less than 4% of China’s total primary energy consumption, which is
far lower than the international average of 24%. The PRC government
intends to double natural gas utilisation rate to 8.3% by 2015 which is
the last year of the “Twelfth Five Year Plan”.
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To increase natural gas supply, the “West to East Gas Transmission”
pipelines were constructed with the support of the PRC government to
bring natural gas from the Xinjiang Autonomous Region to the coastal
regions of the PRC. Construction of the second and third phases of
the “West to East Gas Transmission” pipelines from Central Asia, the
“Sichuan to East” pipelines from the gas-rich Sichuan Province to
coastal regions and the “Myanmar to Yunnan” gas pipeline as well as
construction of Liquefied Natural Gas terminals in coastal cities of the
PRC are actively in progress. Natural gas price reform to close the price
gap between imported and local gas prices are also gradually being
implemented in phases. Once realised, these measures is expected
to more than double the supply of natural gas in China in the next
few years. Moreover, CR Gas is assured of adequate gas supply by
leveraging on the strategic gas supply arrangements with China National
Petroleum Corporation, China Petroleum & Chemical Corporation and
CNOOC Gas & Power Group.

The above factors augur well for the natural gas industry in China and
offer significant opportunity for future growth of the Group.
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During 2008, the Company acquired a portfolio of city gas distribution
projects from CRH. The acquisition allows the Company to enter into the
fast growing city gas distribution business in China.

The acquisition provided the Group with a sound foundation to tap into
the burgeoning city gas distribution business in the PRC by capturing
the rapid increase in demand for natural gas in China and leveraging
China Resources Group’s strong presence and brand name in China.

The 2008 CR Gas acquisition provides the Group with a solid platform to
further expand and establish itself as one of the leaders in the city gas
distribution business in the PRC. The 7 projects acquired by the Group
in 2008, the 20 projects acquired in 2009 and the 21 projects in 2010
are mainly located in regions where there are rich natural gas reserves
and the economically more developed Eastern Board as well as densely
populated provincial capitals and emerging cities of China. The Group
also focuses on developing gas distribution projects in areas where
there are existing or potential piped natural gas supply.

The city gas projects acquired from 2008 to 2010 continue to grow
rapidly in line with the growth in natural gas supply in China. These
projects continue to provide the Group with revenue and cash flows.

During 2011, the Company continues to grow rapidly with acquisition of
additional 7 city gas projects from CRH and 18 other city gas projects
directly from the market. The Company also announced proposals to
set up joint venture city gas projects in Tianjin and Ningbo cities. As
at 31st December, 2011, excluding the on-going acquisition of Tianjin
and Ningbo city gas projects, the Company operates a total of 73 city
gas projects (including 6 provincial capitals and 1 direct administrative
municipality) in 16 provinces in China and has become one of the largest
city gas distributors in the PRC with gross annual gas sales volume of
7.2 billion cubic meters and 10.5 million residential users.



10

ERRKERERIE —FT——FFH

EFEHE

Chairman’s Statement

H B TSR 0 S R TS R R R AN SR R i ]
BRI EASRASE - REE=T——
FTZA=T—ALFE  FEEHEERQ
AIRAR B AEG A28 T - BAEE
FEM64% - RAB MR D HEBHH
R AR IEE7%E21.07B BT MEK
B EmAFREIE N40%E21.10EF T -

ARFREBRRERECEERERTA - N
RR AR IR B 2 P RO 1 S EDR B R <7 R
ERMEXERTFMMmEALERE QR
o PEEARMEHNAFRF51E587 -

AEEFBIIBRABBEROHRAREE I
P EIBUT IEE I TRIRIREUR « IRASKET
FHWERBILARRARNBENE - &
FT 2N £ B 5 4 173 Bh R 2 2 A3 £919,000,000
A 7 A K2 00 D BE IR £9340,000MF — & (L Ak
12190,000ME55 47 -

REBECHFIZEZE2BERRIEF A LER
SRR TR R A BB IE Ry IEERA
FARR R R M A B S BIRRENE
R -

PRAN SR B B R BBAR S YT ~ B K e B2k
BRI KEENT2NET RERN
MERRROED RFF R &2

The PRC city gas distribution business continues to provide the Group
with handsome profit and cash flow contributions. The Group recorded
profit attributable to the Company’s equity holders of HK$1,200 million
for the year ended 31st December, 2011, an increase of 64% over
corresponding year. The operating profit from city gas distribution
business surged by 57% to HK$2,107 million and its net operating cash
inflow increased 40% to HK$2,110 million.

The Company is committed to enhancing its standard corporate
governance by bench marking with good corporate governance
practices and has adopted a Corporate Governance Handbook based
on the Code on Corporate Governance Practices issued by the Stock
Exchange. The Corporate Governance Report is set out on pages 51 to
58 of this annual report.

The Group is supporting the ongoing green environmental policies of
the PRC government by actively expanding our cleaner natural gas
business. Based on the annualised gross amount of 7.2 billion m® of
natural gas distributed by the Group, it is estimated that annually the
Group helps to replace approximately 19 million tons of coal usage and
reduce approximately 340,000 tons of carbon dioxide emissions and
190,000 tons of pollutants.

The Group has formulated a number of policies and procedures as well
as hiring suitably qualified engineers and technical staff to manage and
prevent any potential risk to our natural gas related facilities which may
cause damage to the environment.

In addition to our internally commissioned control, hazard prevention
and emergency recovery procedures, we have fully complied with the
relevant local and national environmental protection regulations and
licensing requirement.
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The Group places great emphasis on safety system and has
established a safety department to oversee safety issues and adopted
a comprehensive safety administration system. The Group carries
out, through the project companies, routine inspection of the branch
pipelines, customer pipelines, gas meters and gas appliances at the
customers’ premises.

The Group believes in educating staff and users about safety procedures.
Accordingly, regular trainings and seminars are held for relevant staff.
For end users, we give thorough explanations of safety procedures
and arrange regular seminars or distribute brochures and booklets on
safety.
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On 26th November, 2001, the Company has terminated the share option
scheme of the Company adopted on 15th October, 1994 and adopted
a new share option scheme (the “Share Option Scheme”) as a result
of changes in Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange in relation to share option scheme. On
5th March, 2008, the Company terminated the Share Option Scheme of
the Company adopted on 26th November, 2001.

A summary showing the Share Option Scheme and its movements
during the year are detailed in the Directors’ Report and in Note 34 to
the consolidated financial statements.
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The Company adopted an incentive award scheme (the “Incentive
Award Scheme”) on 1st December, 2008 and amended on 16th March,
2010, for the purpose of recognizing and motivating the contribution of
employees and providing incentives to existing employees. Details of the
Incentive Award Scheme are set out in the Directors’ Report.

As at 31st December, 2011, the Group have approximately 19,000
employees in Hong Kong and the PRC. The Group values human
resources and recognizes the importance of attracting training 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, bonuses are granted to employees
and incentive awards are made to 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.
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OUTLOOK

The continued economic growth and the rapid industrialisation and
urbanisation of China has 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.
Construction of upstream gas pipelines and LNG receiving terminals are
actively in progress. The PRC government places significant emphasis
on the rapid development of natural gas industry under the 12th Five
Year Plan to reduce carbon emission and diversify its energy sources.
All these will greatly boost the availability of natural gas in China and
will continue to offer significant opportunity for future growth in the
downstream gas industry in China. The Company will ride on these
favourable industry fundamentals and its experienced management
team with strong execution record to scale new heights via organic and
acquisition growths.

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.

MA GUOAN
Chairman

Hong Kong, 13th March, 2012
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During the year, a strategic collaboration agreement was entered
between the Company and CNOOC Gas & Power Group to enhance
gas supply arrangement and collaboration in city gas projects, LNG
station networks, district cooling/heating projects, etc. This is in addition
to similar collaboration agreements entered into previously by the
Company'’s controlling shareholders, China Resources (Holding) Limited
(*CRH”") with China National Petroleum Corporation and China Petroleum
& Chemical Corporation (“Sinopec”). These collaborations further
solidifies the foundation for the continuous growth and expansion of the
Company’s city gas distribution business in China.
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To diversify its gas supply base, the Group also set up a central LNG
purchasing centre in Nanjing. This central LNG purchasing centre
enables lowering of procurement costs in addition to addressing
seasonal demand issues. During 2011, the centre procured 21,200 tons
of LNG for 8 regional centres within the Group’s portfolio.

CONTINUING ACQUISITION ACTIVITIES

The Company continues to grow rapidly with new acquisitions from the
market and projects injected from CRH. As at 31st December, 2011, CR
Gas portfolio includes 73 city gas projects and its footprint covers 16
Chinese provinces (Sichuan, Jiangsu, Hubei, Hunan, Shandong, Shanxi,
Hebei, Jiangxi, Yunnan, Anhui, Zhejiang, Henan, Fujian, Liaoning,
Guangdong and Inner Mongolia) and includes 6 provincial capitals
(Chengdu, Wuhan, Kunming, Jinan, Nanjing and Zhengzhou) and one
direct administrative municipality (Chongqing).
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The Group’s ability in exerting its external expansion strategy is
evidenced by the acquisitions proposed or completed for the following
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Entered in to a joint venture agreement with Tianjin Gas Group
Company Limited* (KEMARERE B A F]) with proposal to set
up a joint venture with a registered capital of RMB5 billion for the
supply and provision of piped gas in Tianjin city. CR Gas will hold
49% equity interests in the joint venture. Tianjin is one of the four
direct administrative municipalities in China with a tremendous
amount of untapped downstream gas demand. The proposed joint
venture offers the Company access to the vast and fast growing
city gas business in Tianjin and the greater Tianjin-Bohai Region.
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Entered into a cooperation agreement with Zjf k2% EIER
BRAF (translated as Ningbo Urban Construction Planning
and Investment Holding Company Limited) (“Ningbo Urban
Construction”) and 2§ Y A REB B R A A (translated as Ningbo
Xingguang Gas Group Company) (“Ningbo Xingguang Gas”). The
proposed business scope of the joint venture company includes the
construction and operation of the city piped gas facilities as well
as the supply and sale of gas in Ningbo City, the PRC.

The joint venture company would be owned by CR Gas Investment
and Ningbo Urban Construction as to 49% and 51% respectively.

The proposed Joint Venture will allow the Group to expand its city
gas operation to the second largest city in Zhejiang Province in
terms of GDP and as a platform to extend our reach to tap into the
future potential of this prosperous east coast province of China.
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Completed the acquisition of 4th batch of 7 city gas projects from
CRH for a consideration of HK$1.71 billion, settled via the issue of
161,174,785 shares of the Company. The annual gas sales volume
of these 7 city gas projects is about 519 million cubic meters, 80%
of which are supplied to more lucrative commercial and industrial
users. The Company has acquired profitable 30 city gas projects
from CRH since 2008. There are still 16 projects under incubation
by CRH which will be acquired by the Company over the next few
years.

The Company entered into a sale and purchase agreement to
acquire the entire issued share capital of Flemming Limited for a
consideration of RMB352.95 million, which will be paid in stages
upon fulfillment of certain conditions.

Flemming Limited and its group members are principally engaged
in the operation of 7 city gas distribution businesses in Shandong
Province and Zhejiang Province in the PRC. A number of liquefied
natural gas receiving terminals are being developed in the Eastern
and North-eastern coastal regions of the PRC which will boost gas
supplies of these areas. Shandong Province and Zhejiang Province
thus have huge development potential and are key locations where
the Group aims to achieve accelerated business growth in the
coming years. Through the acquisition, the Group, with secured
natural gas resources, will become a major gas operator in the
area. As such, the acquisition provides an excellent opportunity
for the Company to expand its business operations in Shandong
Province and Zhejiang Province, create synergy value with the
Group’s existing gas operation in these provinces.

miﬁiﬁﬁﬂ

China Ressources Gas
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To increase the bottom line and cash flow contributions from its joint
ventures, the Group has been actively negotiating with our joint venture
partners and taking appropriate measures to increase our shareholdings
therein. Continuing from the success of such measures for Zhenjiang
China Resources Gas Co., Ltd and Hengsui China Resources Gas Co.,
Ltd in 2010, the Group increased or announced the proposal to increase
its shareholdings in the following joint ventures in 2011:

Announced the proposal to privatise and withdrawal of listing of H
shares and a voluntary conditional offer for all the issued shares
of Zhengzhou Gas Company Limited (“Zhengzhou Gas”), a joint
stock controlled company incorporated in the PRC whose shares
are listed on the Hong Kong Stock Exchange. The privatisation and
delisting proposals were approved by independent shareholders of
Zhengzhou Gas in January 2012. Total acceptances representing
39.21% of Zhengzhou Gas share capital were received upon the
subsequent closure of the offer in February 2012 enabling the
accumulative shareholding of the Company in Zhengzhou Gas
to become 96.08%. As a result, the Company expects the profit
and cash flow contributions from Zhengzhou Gas to increase
significantly in 2012. Zhengzhou Gas is one of the most profitable
single city gas operations in China with annual gas sales volume of
some 630 million m®. Zhengzhou is the capital of Henan Province
which is located in the Central Region of China and ranks 5th in
China in term of provincial GDP. It is an excellent platform for the
Group to tap into the vast potential of the Central Region and offers
a lot of room for further growth in the near future.

Zibo China Resources Gas (Hong Kong) Limited, a wholly-owned
subsidiary of the Company, entered into a corporate reorganisation
agreement with Zibo Xinneng Trade Union Committee, Zibo Xinneng
Group Company and Zibo China Resources Gas Co., Ltd (“Zibo
CR Gas”), to acquire an additional equity interest of up to 5% of
the registered capital of Zibo CR Gas.
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The acquisition, upon completion, will increase the stake of the
Company in Zibo CR Gas to more than 50%, which will contribute
more revenue and earnings to the Group.

3. Acquisition of controlling interest in a joint venture in Jiangning
District, Nanjing

The Group increased its interest in the registered capital of
the joint venture company, Nanjing Jiangning China Resources
Gas Co., Ltd, from 49% to 70% upon completion of a corporate
reorganisation on 31st December, 2011. The registered capital
of the joint venture company was reduced from RMB951 million
(equivalent to approximately HK$1,171.63 million) to RMB665.7
million (equivalent to approximately HK$820.14 million) and the
Joint Venture Company returned an equivalent amount to §2= m)T
=R/EE (5£M@) A7 (translated as Nanjing City Jiangning District
Gas (Group) Company Limited), our joint venture partner.

CAPITAL MARKET AND FUND RAISING
ACTIVITIES

In November 2011 CR Gas was included in the MSCI China Index, which
helps to increase the visibility of CR Gas among the global investment
community.

In December 2011, CR Gas obtained investment grade credit ratings
from internationally renown rating agencies Moody’s and Fitch, the
ratings of which are of the highest level among comparable industry
peers.

During the year a total of 36 research analyst reports on the Company
were issued by 9 major capital market financial institutions. As at the end
of 2011, the valuation of the Company share in term of 2010 Historical
Price To Earning and Price To Book ratios were 36 times and 15 times
respectively, higher than average comparable city gas “peers” of 26
times and 7 times as well as Hang Seng Index Constituent Stocks’
average of 17 times and 3.5 times.

161.17 million new shares was issued to CRH in September 2011
at HK$11.98 per share, as consideration for the 4th batch of assets
acquisition by CR Gas from CRH. The market capitalisation value of the
Company increased by 33% during 2011.
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Additional 2 bilateral bank facility agreements were entered into during
2011 raising HK$1.6 billion facility to fund the acquisition of new city gas
projects. The loans were of 5 years tenure with very cost effective all-in
interest rates. During 2011 a total of HK$3.53 billion funds and facilities
was raised from the equity capital market and banking sources.

DECENTRALISATION OF OPERATIONAL
MANAGEMENT TO IMPROVE EFFICIENCY

The Group set up 10 Regional Centres to decentralise the management
of the day to day operation of the Group’s 73 city gas projects across
China. Each Regional Centre is responsible for the day to day operation
of several cities within their respective regions. This enhances the
operation efficiencies and provides better services that respond faster
to changing local demand and conditions. The 10 Regional Centres
are located in Shenzhen, Fuzhou, Shanghai, Nanjing, Jinan, Chengdu,
Kunming, Zhengzhou, Wuhan and Shenyang.

The general manager of each of these 10 cities concurrently serves
as regional general manager. The arrangement does not require to
significantly increase headcounts or resources, thereby achieving the
goal of attaining maximum results with minimum resources.

f% Shenyang

¥ Shanghai
% Nanjing

2 M Fuzhou
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Gas pipeline design and construction centres in core regional cities in
the Eastern, South-western and Central China were set up in Nanjing,
Chengdu and Zhengzhou. Each regional centre provides the design and
construction of gas pipelines in their respective areas. This improves
economy of scale, reduces the number of suppliers, and thereby create
synergy and improve cost efficiencies in the design and construction of
gas pipelines and related activities of the entire Group.
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The Group continues its systematic review of the business and
management processes of its various city gas projects. This ongoing
process is expected to continuously enhance the overall operational
efficiency of city gas projects.

On the operational level, concrete measures have been taken in supply
chain, customer service, safety management and other processes:

o Supply chain management was streamlined with rigorous tender
system covering construction projects and purchases under the 3
new design and construction centres. The number of suppliers has

been significantly reduced resulting in reduction of procurement
costs.
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On the continuous enhancement of customer service, professional
third party customer services survey by Gallup Consulting continues
to show improvement with overall satisfactory rate of 83%, the
highest among utility suppliers in those cities surveyed.
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To improve safety standard, the Group has performed safety audits
on 52 city gas projects and carried our safety related trainings in 10
regional centres. Safety management processes, training and rules
were formalised and standardised for use through the Group.
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On the financial and tax management areas, to improve treasury
operation and reduce costs of working capital, the Group has
further enhanced its centralisation of cash management with
the inclusion of more member companies in the system. Various
taxation rationalisation and reduction measures were taken to
reduce tax exposure and speed of tax setoffs and refunds.
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o As part of the ongoing risk management process, financial and
operational audits were carried out systematically covering all city
gas projects by phases. Significant improvement and corrective
actions were made by business units on such audit findings.

o With the objective of efficiency enhancement in view of the
significant increase in operation size of the Group in recent
years, information technology systems covering centralised cash
management, financial reporting, centralised procurement and
customer service are continuously being rolled out across various
levels of the Group’s operation.

ASPIRES TO BECOME CHINA’S LEADING CITY
GAS DISTRIBUTION COMPANY

The ongoing organic expansion of existing city gas distribution business,
the external acquisition of new city gas 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.

The Group intends to continue to expand through organic and external
growths, diligently enhance its operational efficiency in pursue of
excellence, and aspires to become the most respectable leader in the
PRC downstream city gas distribution company sector with a goal of
achieving 20 billion cubic meters of gross gas sales volume and 20
million residential users by 2015.

APPRECIATION

| would like to express my deepest gratitude to our management
team and staff members for their unfailing hard work and dedication.
We would continue to work hand in hand to improve service to our
customers, increase efficiency and scale of the business to enhance
the values of the shareholders and employees.

WANG CHUANDONG
Managing Director

Hong Kong, 13th March, 2012
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(RERZR 0,/ —Z-%F #m,/
—B-—F  RREHE) (Rid) (&5) (&)
2010
(As Previously
Reported
& Before Increase/ 2010 Increase/
BZ+T=-BA=1t—HILEE For the year ended 31st December 2011  Restatement) (Decrease)  (Restated)™ (Decrease)
TR TEL TET
HK$’000 HK$'000 HK$'000
EE Turnover 13,506,632 8,326,747 62% 9,331,482 45%
EH Gross profit 3,972,460 2,474,866 61% 2,737,743 45%
Ryl Profit from operations 2,107,057 1,339,588 57% 1,433,044 47%
F R Profit for the year 1,596,408 970,399 65% 1,038,184 54%
ANBRAEE AEMREET Profit attributable to the Company’s
equity holders 1,200,473 733,685 64% 786,676 53%
MUEBMEBELFE  Net cash from operating activities 2,109,911 1,501,761 40% 1,679,687 26%
FREAEF (L)  Basic EPS? (HK cents) 66 51 29% 54 22%
EIRERT KL Interim dividend paid per share
(40 (HK cents) 2 2 0% 2 0%
BRERAHRS Final dividend proposed per share
(40 (HK cents) 10 8 25% 8 25%
BEE Total assets 25,405,628 19,158,882 33% 20,779,123 299,
FAEBRAS Bank balance and cash 6,889,999 6,521,335 6% 6,707,419 39%
RITEERE Total bank borrowings 6,499,596 5,625,838 16% 5,690,473 14%
FITIRE /(L) %8®  Net bank borrowings/(cash) (390,403) (895,497) 56% (1,016,946) 62%
AATRAREAE AR Equity attributable to the Company's
equity holders 8,102,453 5,684,595 43% 5,831,537 39%
DEBR RS Minority interests 2,516,094 1,894,764 33% 2,152,375 17%
RABE Total equity 10,618,547 7,579,359 40% 7,983,912 33%
—E-FF
(RER2%®
—E——F RREF|AT)
2010
(As Previously
Reported
& Before
BMER Financial Indicators 2011 Restatement)
kS Gross profit margin 29.4% 29.7%
S FI = Net profit margin 8.9% 8.8%
BN & Current ratio 1.2x 1.5x
BEREELERO Debt to equity ratio® BHE SEIR 4
Net Cash Net Cash
BEAGBLERO Debt to assets ratio® 25.6% 29.4%
DNHE 35 PR A 3] ) Return on weighted average equity 14.9% 13.0%
KB Payout ratio 18.2% 19.6%
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Operational Performance

Number of projects
Gross gas sale volume
(million m3)
Residential
Commercial & Industrial
CNG station
Bottled gas

Connected customers and
CNG stations
Residential
Commercial & Industrial
CNG station

New connections and CNG
stations in past 12 months
Residential
Commercial & Industrial
CNG station

Average tariff
(RMB per m?)
Residential
Commercial & Industrial
CNG station

Average residential connection
fee (RMB)

Installed designed capacity for
C&l customers (m? per day)

Notes:

equity.

assets.

Annual Report 2011

—B——%

2011
73

7,215
2,097
4,208
856
54

10,497,600
117,846
116

1,732,800
9,630
34

2.46
1.79
2.56
3.19

2,874

21,569,000

CHINA RESOURCES GAS GROUP LIMITED

M NREFRE
Financial & Operational Highlights

—ZT-TF
(RFERI 2
RAAEBEDET)
2010

(As Previously
Reported

& Before
Restatement)

48

5,577
1,673
3,407
427
70

8,764,800
108,216
82

5,432,700
81,537
44

2.24
1.69
2.22
3.30

2,640

14,433,700

./ ()

Increase/
(Decrease)

25%

29%
25%
24%

100%

(23%)

20%
9%
41%

(68%)
(88%)
(23%)

10%
6%

15%

(3%)

9%

50%

The comparatives for the year ended 31st December, 2010 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 share.

Debt/equity gearing ratio is the ratio of net bank borrowings to shareholders’

Debt/asset gearing ratio is the ratio of total bank borrowings to total
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SUMMARY OF CITY GAS DISTRIBUTION

PROJECT COMPANIES

Bifiz
F#

HERSEH §--F

Total
Connected
Household

Type of Gas Sold in 2011

3
%
2£ER
RitliRE
(I5%/B)
Installed
Designed
Capacity
for C&l
Customers
in 2011
(m*/day)

]
Total Gas Sales Volume in 2011

it
it ER FER KRR
(FLHR) (%) (%) (%)

Non-
Total Residential residential  CNG
(000 m’) (%) (%) (%)

BER  MRY
(%) %8

Bottled
Gas # of Gas
(%) Stations

“EEN\FREREERBENCEE

B

7 Projects Acquired from CRH in 2008

&  Chengdu M)  Sichuan 2005 360 EEAME  MAH 1844000 1602000 1053851 59.1 03 16 - 3
Piped NG, gas stations

5 Wui &  Jingsu 2005 500 EERME/EBEEEES WAL 738000 1786000 504757 176 95 12 12
Piped NG and/or other gas, bottled gas,
gas stations

BM  Suhou IH  Jiengsu 2003 00 EERAR/L0RE NF 199000 880000 160,876 114 81 25 = 1

RHE Piped NG andjor other gas, gas stations

AR Nanjng JTE  Jiangsu 1999 804 M - - 99,667 - - 1000 - 13

NE%H  CNG Gas stations

EF  Fuang I Zhejang 2005 500 EEXRME/EHRE BER 55,000 60,000 28,007 120 473 - 41 =
Piped NG andjor other gas, hottled gas

Mt Huabei  ZE Ahi 2006 571 EERHA - MEH 183000 213,000 41,012 3.0 01 %9 = 5
Piped NG, gas stations

B4 Lnhai T Zhejang 1995 1000 EBEXME/Lh5E 36,000 14,000 6,200 209 79.1 = = =
Piped NG and/or other gas
HEBANT 2990000 4555000 1,894,370 395 09 97 09 34
Sub-total 7 projects

CEENFOEBEEVBHLEEREE 7 Projects Acquired from CRH in 2009

BT Zhenjang TE  Jingsu 2006 510 EERME NEK 190000 1610000 194,042 13.8 816 46 = 3
Piped NG, gas stations

B Zibo E  Shandong 2002 460 FERMR/EHTE - NEH 29000 600,000 249,805 112 87.1 17 = 3
Piped NG and/or other gas, gas station

B8 Xanglan HHt Hubel 2002 4 EERRE M 125000 300000 12553 14 505 381 = 5
Piped NG, gas stations

AR Daiong & Shandi 2004 50 EERRE MEH 285000 300,000 106,205 287 56 117 = 3
Piped NG, gas stations

B%  Yangouan W&  Shanxi 2007 50 EERRE MEH 2800 200,000 102,479 04 219 - 6
Piped NG, gas stations

B Yicheng Mt Hubei 2002 1000 EEAME - MAM 16,000 74,000 14,361 123 675 22 = 1
Piped NG, gas stations

BL Qanjang Bt Hubel 2003 1000 EEXRME - MEM 64,000 61,000 25,635 388 566 46 - 1
Piped NG, gas stations
HEER NG 911,800  3,145000 818,063 136 42 122 = 2

Sub-total 7 projects
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9 Projects Acquired from CRH in 2010

EFf  Xamen  BE  Fujan 2007 90 EERME/EBEE EES MAS 313000 1268000 282175 92 693 63
Piped NG and/or other gas, bottled gas,
gas stations

EZ  Jinng WX Shandong 2007 510 EBRME BER NEH 195000 183000 117,339 148 716 136
Piped NG, bottled gas, gas stations

#2  Sunng Wl Sichuan 1993 500 EERME NEK 158,000 62,000 76,366 482 %82 26
Piped NG, gas stations

B Tengzhou WX Shandong 2008 00 EEXAA - MAK 105000 400000 117932 90 B4 56
Piped NG, gas stations

fti  Shifang I Sichuan 2008 510 ERRME MEk 44000 120,000 62,012 16.5 607 138
Piped NG, gas stations

Bl Kunshan JI&  Jiangsu 2001 499 EERHS 90,000 484,000 48,013 3.2 658 =
Piped NG

& Qdong IE  Jiengsu 2007 1000 EEAME/EHFE 2R 53,000 92,000 12,169 378 610 =
Piped NG and/or other gas, bottled gas

A Gucheng #t Hubel 2004 1000 EEXMA 3,000 21,000 5,386 26 97.4 =
Piped NG

M HaghowensfT  Zhejang 2009 1000 EERRE 1000 84000 10,071 - 1000 -
Piped NG
JEER 962000 2714000 681463 17.2 882 94

Sub-total 9 projects

—E—FRERRERENLEER

7 Projects Acquired from CRH in 2011

FBE  Jngdeznen TE  Jiangxi 2007 650 EERMA/EHFE 69000 453000 234382 41 %9 =
Piped NG and/or other gas

2% Awang  E Henan 2008 650 EERME  MEH 238000 292000 121,086 345 628 27
Piped NG, gas stations

E%  Yueyang A Hunan 2008 857  EERMR/KHRE NAN 129,000 65,000 81,676 203 00 397
Piped NG and/or other gas, gas stations

#ill - Zhongshan EX  Guangdong 2010 400 EEXRR 2500 200,000 75,003 04 99.6 =
Piped NG

ABE Dayawan EX  Guangdong 2008 1000 EERME/LHRE HER 27,000 15,000 3582 54 808 =
Piped NG and/or other gas, bottled gas

A%  Dandong FE  Liaonng 2009 1000 EBEXNE/LhEE 15,000 30,000 3644 20 980 =
Piped NG and/or other gas

FEO  HuayuankouBE  Liaoning 2009 1000 EEXRME/EtbFE 2,300 1,000 17 = 100.0 =
Piped NG andlor other gas
HEER g 482800 1056000 519,390 132 798 69

Sub-total 7 projects
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Founding/ Household in 2011 Total Residential residential ~ CNG  Gas #of Gas
Province Acquisition % Owned  Type of Gas Sold in 2011 (m*/day) (000 m?) (%) (%) (%) (%) Stations

EPRIN_—EENFEERBHN+=EEE 13 Projects Directly Acquired by CR Gas in 2009

RE  Wehan  #HE Hubel 2002 510 EEARE - MA 83,000 1,000,000 118,337 46 %2 22 = 1
Piped NG, gas stations

EH  Kuming E@  Yuman 2008 60 EERMA/EtRE 40000 111,000 14,872 83 917 = = =
Piped NG and/or other gas

BN Tongzhou TE  Jiangsu 2008 00 ERRRR/EHFE AER 14,000 45,000 5,904 173 825 - 02 -
Piped NG and/or other gas, bottled gas

#F  Hongdong WWE  Shand 2009 510 EERMT MR% 17000 100,000 14320 15.1 636 213 = 2
Piped NG, gas station

@ Jnan W Shandong 2009 1000 EERBR 400 164000 18,430 02 98 - - -
Piped NG

BB Zaoyang Bt Hubel 2008 1000 EEXME M 6,000 15,000 3452 15 %0 525 - 1
Piped NG, gas station

BE  Yinglen IE  Jlngd 2009 1000 EERRE/EHFE 5300 5,000 624 180 820 = - =
Piped NG and/or other gas

Sichuan 2003 400 EBRHR mAK 195,000 160,000 125,144 496 3368 146 - 3
Piped NG, gas stations

BN Luzhou W)

ik Hengshui 1% Hebei 2009 1000 EERER 18,000 78,000 20,930 34 9.6 - - -
Piped NG

4 Yuai W®  Shandong 2009 1000 EERHEE - MEH 1400 5,000 973 22 56 422 - 1
Piped NG, gas station

BN Huozhou WE  Shani 2009 700 EERHR 3900 144,000 1,384 450 5.0 - - -
Piped NG

B VYangou IUE  Shamd 2009 650 EERHR 800 10,000 735 52 948 - - -
Piped NG

M Yanzhou 1E  Shandong 2009 00 EERRR/EtFE 51,000 50,000 13,001 %7 733 = = =
Piped NG and/or other gas
=S 435800 1887000 338,106 29 693 78 = 8

Sub-total 13 projects
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EHREN—_Z—SFEERBEN+_@EEE 12 Projects Directly Acquired by CR Gas in 2010
EF  Chongging &/ Municipality 1995 %0 EERRR/BURE MR 2862000 3280000 1,996,980 27 503 170 - 5
Piped NG and/or other gas, gas stations
BN Zhengzhou TE  Heman 2009 568 ERRME/EBRE EEZ ML 1232000 1781000 631,088 336 58 125 01 14
Piped NG and/or other gas, bottled gas,
gas stations
TZ  Jangning TE&  Jiangsu 2010 700 EERER 167000 276,000 52,204 377 623 - - -
Piped NG
BE Vb Ml Sichuan 2010 500 EBRME mER 120000 116,000 80,021 39.2 89 319 - 4
Piped NG, gas stations
ML Nefiang Il Sichuan 2010 500 EBRME mEK 124000 262,000 50,013 482 200 28 - 2
Piped NG, gas stations
BE  Longchang M) Sichuan 2010 700 EERHA 38,000 24,000 18,567 723 27 - - -
Piped NG
B%H  Kimng EEH  Yuman 2010 850 MEH = = 419 = - 1000 = 1
NEE  CNG (Gas station
B Fengcheng HE  Liaoning 2010 1000 bt k|
Greenfield
AE  Bewi  HE  Liaonng 2010 100.0 HEEE
Greenfield
#€&  Xinhui  EE  Guangdong 2010 1000 EERME/ Lh5E = 10,000 4p - 100.0 - = -
Piped NG and/or other gas
i Chfeng AEE  Inner 2010 1000 EERHE/EHRE 2,200 = 10 1000 - - - -
&%E  Mongolia Piped NG and/or other gas
Autonomous
% Zzhong M) Schuan 2010 00 EERHR mAk 35,000 40,000 19,563 575 %1 174 = 1
Piped NG, gas stations
TZEER N 4580200 5789000 2,849,331 339 500 161 = a

Sub-total 12 projects
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% Fangzi
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Bl Lushan
B Weilng
BB HiTech
Zone
BE  Luozhuang
EZ  Ci
% Xuyan
=f  Sanmen
B Fuyang

Rl Dongchuan

B Gaosheng

ZRNA Yunnan
CNG
% Hongan

3

I3

I3

I3

WE

I3

i

it

I

Shandong

Shandong

Shandong

Shandong

Shandong

Shandong

Zhejiang

Liaoning

Zhejiang

Anhui

Yunnan

Liaoning

Yunnan

Hubei

2001

2001

2001

2010

2003

2002

2002

2011

2011

2011

2011

2011

2011

2011

58.3

58.3

1000

5.0

100.0

100.0

840

100.0

100.0

1000

800

100.0

360

700

BERIE/BHRE
Piped NG and/or other gas

BERIE/BHAE
Piped NG and/or other gas

BERIE/EhFE
Piped NG and/or other gas

BERIE/EHRE
Piped NG and/or other gas

BERMR/ ElRE
Piped NG andlor other gas

BEART/ ElbRE
Piped NG and/or other gas

18,000

46,000

22,000

14,000

16,000

19,000

400,000 22533

420,000 21326

400,000 8,806

R
Greenfield

20,000 1,602

1,083,000 44184

100,000 16,268

R
Greenfield

Fif k|
Greenfield

HiERe

Greenfield

Hi#aA

Greenfield

bt k|
Greenfield

AR
Greenfield

#igzg

Greenfield
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14.0

9.7
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5.0
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18 Projects Directly Acquired by CR Gas in 2011
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OVERALL FINANCIAL RESULTS

In 2011, the Group acquired 7 city gas projects from its controlling
shareholder in addition to its acquisition of other 18 new PRC city
gas distribution projects. The results of these 7 city gas projects are
accounted for in the Group’s consolidated financial statements in
accordance with Accounting Guideline 5 “Merger Accounting under
Common Control Combination” adopted by the Group. Accordingly,
the consolidated statement of comprehensive income, consolidated
statement of changes in equity and the consolidated statement of cash
flows of the Group for the two years ended 31st December, 2010 and
2011 include the results of operations, changes in equity and cash
flows of the companies now comprising the Group as if the current
group structure had been in existence throughout the two years ended
31st December, 2010 and 2011, or since their respective dates of
incorporation or establishment where this is a shorter period except for
the subsidiaries acquired from independent third parties and the jointly
controlled entities acquired, which are included in the consolidated
financial statements since their respective dates of acquisitions. To
enable the management and discussion analysis be more meaningful
in presenting the changes from 2010 to 2011, only the financial and
operational numbers before restatement for 2010 are discussed in the
analysis below.

The Group’s results for 2011 were driven by both organic and acquisition
growths. The Group’s turnover for the year amounted to HK$13,507
million (2010: HK$8,327 million).

The city gas distribution business contributed an after tax but before
non-controlling interest profit of HK$1,596 million (2010: HK$970 million)
and profit attributable to shareholders of HK$1,200 million (2010:
HK$734 million).
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Management Discussion and Analysis

The net cash inflow from operations during the year amounted to
HK$2,110 million (2010: HK$ 1,502 million).

The Group spent HK$454 million in capital expenditure during the year
(2010: HK$4.3 billion) to fund its acquisition expansion (excluding the
HK$1.93 billion acquisition by share consideration) and HK$1.51 billion
in upgrading of its continuing city gas distribution business (2010:
HK$1.38 billion). The above required funding was financed by the
operating cash flow, bank borrowings and cash on hand of the Group.
As at year end, the Group’s free cash on hand was HK$6.9 billion (2010:
HK$6.5 billion). Among the cash balance 16% was denominated in Hong
Kong dollar and the remaining in Renminbi and US dollar.

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. As at the end of the year, the
Group has total borrowings of HK$6.5 billion. 24% of the borrowings
are 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. Over 90% of the borrowings are interest bearing
bank loans on floating rate terms.

The cash balance of the Group was HK$6.9 billion as at the year end.
The gearing ratio of the Group at the end of the year, calculated as
total borrowings over total assets, was 26% (2010: 29%). The EBITDA to
interest cover ratio was at the healthy level of 35.3 times. The financial
position and liquidity of the Group is very healthy and stable.

The Group has been granted a total of HK$6.7 billion term loan facilities
with maturities from 2012 to 2016. The facilities are unsecured and with
floating interest rates. As at the end of the year, 88% of the facilities
has been drawn down. The facilities together with healthy operating
cash flow will provide sufficient funding for foreseeable expansion and
working capital requirement.

Other than the above mentioned committed facilities, the Group has no
other committed borrowing facilities. For day-to-day liquidity management
and maintaining flexibility in funding, the Group has managed to obtain
sufficient uncommitted short-term facilities from banks.
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Charge of Assets

As at 31st December, 2011, a bank deposit of HK$18 million was
pledged as securities for trade payable to a supplier of natural gas
and certain property, plant and equipment and trade receivables
with carrying values of HK$213 million were pledged to secure bank
borrowings.

Property, Plant and Equipment

During the year ended 31st December, 2011, the Group’s city gas
distribution business spent HK$124 million on machinery and equipment
and HK$1,199 million on construction in progress.

Contingent Liabilities

As at 31st December, 2011, the Group did not have any material
contingent liabilities.

Financial Management and Treasury Policy

The financial risk management of the Group is the responsibility of
the Group’s treasury function at the head office in Hong Kong. One of
the major objectives of the Group’s treasury policies is to manage its
exposure to fluctuation in interest rates and foreign currency exchange
rates. It is the Group’s policy not to engage in speculative activities.

Most of the Group’s assets and liabilities are denominated in Hong Kong
dollar and Renminbi with some denominated in US dollar and Euro.
The Group does not expect significant exposure to foreign exchange
fluctuations in this regard.

OPERATING RESULTS

Key Revenue Drivers

The revenue of city gas distribution operation are derived from
recurring gas sales and one-time gas connection fee which respectively
accounts for 80% and 20% of the 2011 revenue (2010: 76% and 24%
respectively).

The turnover of the city gas distribution operation for the year ended
31st December, 2011 amounted to HK$13,507 million, an increase of
62% over that of 2010. The significant increase was mainly due to the
increase in gas sales volume by 29% from 5,577 million m® to 7,215
million m® and the increase in connection fee income by 40% from
HK$1,959 million to HK$2,741 million. The increase in gas sales and
connection fee income were in turn driven by the following factors:
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Number of Households and C&l Capacity
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Number of Connected Households
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Daily Installed Capacity for C&l Customers
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Gross Gas Sales Volume
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(Million m?)
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6,000
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2,214
2,000 .
0
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50% increase in the daily installed capacity for commercial &

industrial (“C&l”) customers from 14.4 million m® to 21.6 million
me.

20% increase in the number of connected households from 8.77
million to 10.50 million.

HEWRAMED
Revenue Breakdown
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Stable Gross Margin
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Gross Margin of Gas Sales
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Sustainable Gross Margin

The city gas distribution operation registered an overall gross profit
margin of 29.4% for 2011, which was comparable to 29.7% for 2010. The
gross margin of gas sales grew from 20.2% to 21.4% and gross margin
of connection fee from 60.5% to 60.9%. Although both the gross margins
increased, the overall gross margin remained at about the same level.
This is due to the positive change in the revenue mix of gas sales vs
connection fee from 76%: 24% in 2010 to 80%: 20% in 2011.

The gross profit margin for connection fee income increased from 60.5%
for 2010 to 60.9% for 2011 mainly because of connection fee income
from cities with relative higher connection fees such as Zhengzhou,
Wuxi and Chengdu. The higher overall gas sales margin was mainly
contributed from increase in sales from CNG gas stations and sales
to industrial customers such as those in the industrial cities of Wukxi,
Suzhou, Zhengzhou, Zhenjiang and Jingdezhen. However, this was
offset to a certain extent by the lower gas sales margins of sales to
residential customers.

ERBWAERNE
Gross Margin of Connection Fee
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Stable costs and expenses

The increase in absolute amounts of selling and distribution and general
and administration expenses in 2011 were the result of the 25 projects
acquired in 2011. As a percentage of revenue, selling and distribution
expenses were 8% for 2011 compared to 6.5% for 2010. The increase
was mainly due to the newly acquired projects during the year which will
need time to attain higher operating efficiency. Conversely the general
and administration expenses reduced from 9.6% in 2010 to 9.1% in
2011 due to the relative fixed nature of these expenses enjoying the
economy of scale of operation. The reduction of gross margin of 0.3%,
the increase in other revenue of 0.8%, the increase of 0.9% on total
selling and distribution and general and administration expenses as
well as the increase in contribution from an associate of 0.7% mainly
accounts for increase in Earning Before Interest and Tax (EBIT) of 0.2%
from 16.3% in 2010 to 16.5% in 2011. Net income after tax of 8.9%
was in line with the 8.8% in 2010, despite that there was an increase
in taxation (due to increase in effective tax rate as a result of most city
gas projects graduating from tax incentive period to non-tax incentive
period and the standard tax rate of 25% starts to apply).
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Gross Profit
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Stable Cost & Expenses
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(EE#T) (BALL)
(HK$ Mm) (%)
8.0%
1,200 6.5% 8%
1,000 62% =
6%
800
600 544.6 4%
400 232.0 2%
0
0 0%

—BERAF CZB-BF C—B——F
2009 2010 2011

- ERAB DL

As a % of revenues

P OHE RS HE B NEZREA2011F R
WIEE FEREEIRENE
Increase in selling and distribution expenses
is mainly due to the inclusion of the projects
newly acquired in 2011 which will take some
time to achieve scale and efficiency.
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Strong operating and free cash flow generation

The city gas distribution operation continued to generate healthy cash
flow with an operating cash flow of HK$2,110 million and free cash flow
of HK$1,039 million in 2011. The Group recorded a cash balance of
HK$6,890 million at the end of 2011, an increase of HK$369 million over
the amount at the end of 2010. The Group has continued to leverage on
its strong balance sheet to raise low cost finance during 2011 and has
a total bank loan of HK$6,500 million outstanding as at 31st December,
2011, with a gross debt to total asset ratio of 26%. The Group maintains
a very healthy balance sheet with low gross debt ratio, high EBITDA to
interest cover ratio of 35.3 times and net cash balance of HK$390 million
at 31st December, 2011.
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Strong Operating & Free Cash Flow Generation
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Operating Cash Flow Free Operating Cash Flow™
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EEMNERE
Reasonable Rates of Return

S AR 2] 3 2
Return on Equity

Reasonable rates of return

In view of the fact that the Group is still in expansion phase, the city

gas distribution operation registered reasonable return on equity and
return on assets of 14.9% and 7.2% respectively in 2011 (2010: 13.0%
and 7.0% respectively). The Group acquired 25 new projects in 2011

including 14 green field projects. The rates of returns are expected to

improve once all these newly acquired projects start to attain higher

operating efficiency and generate more returns in 2012 and thereafter.

Return on Assets

(%) (%)
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Note (1): The higher return on weighted average equity in 2009 was mainly due to the lower shareholders’ equity as a result of the
deduction therefrom merger reserves incurred in each of the asset injection from the parent. The impact was less significant
after the Company did a share placement in September 2010.
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Contribution by City

MRBERE
Gross Gas Sales Volume

Major contributors

Previously, the earlier Chengdu, Wuxi and Suzhou projects used to
account for more than 80% of the gas sales volume, connection fee and
net profit contribution. As the Group has acquired more new projects in
2009, 2010 and 2011, their contribution percentages have decreased
and taken up by others such as Chongging, Zhengzhou, Xiamen, Wuhan,
Kunming, Zhenjiang, Zibo, Datong and Jingdezhen. As there will be more
acquisitions over the next few years, the percentage contribution from
all projects are expected to gradually become more evenly distributed
in the future. The broadening of the Group’s earning base will insure the
Group from relying heavily on any single city gas project.
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Attributable Gas Revenue
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Net profit before Corporate Expenses
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1. Falzt
Ms. YU Jian

2. BEIRRE
Mr. MA Guoan

3. IEREE
Mr. WANG Chuandong
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Mr. LUK Chi Cheong

5. BURSLLE
Mr. WEI Bin

6. HXREE
Mr. DU Wenmin

7. IRBEE
Mr. ONG Thiam Kin
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Mr. WONG Tak Shing
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Mr. Ma Guoan, aged 60, was appointed as Chairman
and Executive Director of the Company on 3rd November,
2008. He is also the Chairman of the Company’s
Nomination Committee. Mr. Ma joined CRH, the
substantial and controlling shareholder of the Company
in March 2008 and is currently a Director and Deputy
General Manager of CRH and concurrently Chairman
of China Resources Gas (Holdings) Limited, a wholly
owned subsidiary of CRH. Before joining CRH, he was
in charge of General Office of China State Economic
and Trade Commission and once served as the Vice
Secretary General of the State-owned Assets Supervision
and Administration Commission of the State Council
(SASAC). Mr. Ma holds a Post-graduate Degree majoring
in Economic Management.
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Mr. Wang Chuandong, aged 48, was appointed as
Executive Director and General Manager of the Company
on 3rd November, 2008. He is also the Chairman of the
Company’s Investment Committee and a member of the
Corporate Governance Committee and director of various
subsidiaries of the Group. He is currently a Deputy
General Manager of CRH. He was appointed as a Director
and the General Manager of China Resources Gas
(Holdings) Limited, a wholly owned subsidiary of CRH
with effect from February 2007. Mr. Wang joined China
Resources Petrochems (Group) Company Limited in 1985
and was previously its Deputy Managing Director. He has
over 25 years of corporate management experience in
the area of petroleum and related products trading and
distribution and holds a Bachelor’s Degree in Science
majoring in Petroleum Refining from the University of
Petroleum.
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Mr. Ong Thiam Kin, aged 54, was appointed as an
Executive Director and Chief Financial Officer of the
Company on 28th May, 2001 with overall responsibilities
for the financial and legal operations. He is also the
Company Secretary of the Company. He is a member of
the Company’s Remuneration Committee and Corporate
Governance Committee and also director of various
subsidiaries of the Group. He is a fellow member of
the Association of Chartered Certified Accountants
in the United Kingdom, the Hong Kong Institute of
Certified Public Accountants and members of the
national accounting bodies of Singapore and Malaysia.
He obtained a Master of Business Administration Degree
from the University of Southern Queensland, Australia. He
has more than 20 years of diverse range of experience
in professional accounting practice as well as financial
positions in various industries straddling countries in
Southeast Asia, the PRC and Hong Kong.
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Mr. Du Wenmin, aged 48, was appointed as a Non-
executive Director of the Company on 21st March, 2008
and is currently a Deputy General Manager and the Chief
Human Resources Officer of CRH. He is also a member
of the Audit Committee of the Company. Mr. Du joined
CRH in 1985 and is also a Non-executive Director of
China Resources Enterprise, Limited, China Resources
Land Limited, China Resources Power Holdings Company
Limited and China Resource Cement Holdings Limited.
Shares of the above four immediately mentioned
companies are listed on the Main Board of the Hong
Kong Stock Exchange. Mr. Du is also a non-executive
director of China Resources Microelectronics Limited,
the withdrawal of listing of its shares on the Hong Kong
Stock Exchange became effective on 2nd November,
2011. He is also a director of China Resources Sanjiu
Medical & Pharmaceutical Co., Ltd. which is listed on the
Shenzhen Stock Exchange. Mr. Du received a Master of
Business Administration Degree from the University of
San Francisco, USA.
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Mr. Wei Bin, aged 42, was appointed as a Non-executive
Director of the Company on 3rd November, 2008 and
is also a member of the Investment Committee of the
Company. He is the Chief Financial Officer of CRH
with effect from 1st April, 2011 and is also the General
Manager of its Finance Department. Mr. Wei is a Non-
Executive Director of China Resources Enterprise,
Limited, China Resources Land Limited, China Resources
Power Holdings Company Limited and China Resources
Cement Holdings Limited, which are main board listed
companies in Hong Kong. Mr. Wei is also a non-executive
director of China Resources Microelectronics Limited,
the withdrawal of listing of its shares on the Hong Kong
Stock Exchange became effective on 2nd November,
2011. He is also a director of China Resources Sanjiu
Medical & Pharmaceutical Co., Ltd. and Shan Dong
Dong-E E-Jiao Co., Ltd, which are listed on the Shenzhen
Stock Exchange. Mr. Wei holds a bachelor’s degree in
auditing from Zhongnan University of Economics in PRC
and a master’s degree in finance from Jinan University
in PRC, and is a Senior Accountant and a Senior Auditor
in the PRC. He is also a non-practising member of the
Chinese Institute of Certified Public Accountants. Mr. Wei
joined CRH in 2001.
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Mr. Wong Tak Shing, aged 61, was appointed as an
Independent Non-executive Director of the Company in
1998. He is the Chairman of the Company’s Remuneration
Committee and members of the Audit Committee,
Nomination Committee, Investment Committee and
Corporate Governance Committee. He was admitted as
a solicitor of the Supreme Court of Hong Kong in 1984
and has been in private practice in Hong Kong for over
20 years. From 1984 to 1987, he worked as an assistant
solicitor with two local law firms in Hong Kong before
setting up his own practice in 1987. He was appointed
as a China-Appointed Attesting Officer with effect from
18th January, 2003. Mr. Wong holds a Master’'s Degree
in Laws from the Peking University.
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Mr. Luk Chi Cheong, aged 55, was appointed as an
Independent Non-executive Director of the Company on
31st January, 2002. He is the Chairman of the Company’s
Audit Committee and members of the Remuneration
Committee, Nomination Committee and Corporate
Governance Committee. He is a practicing Certified
Public Accountant in Hong Kong and a fellow member of
the Hong Kong Institute of Certified Public Accountants
and the Association of Chartered Certified Accountants,
United Kingdom. He has been in accounting practice
since 1995 and prior to that he has over 10 years of
diversified experience in audit, construction and airline
industry.
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Ms. Yu Jian, aged 58, was appointed as an Independent
Non-executive Director of the Company on 17th March,
2010. She is the Chairman of the Company’s Corporate
Governance Committee. She is currently the Chairman of
Shenzhen Water (Group) Co., Ltd and actively involves
in various bodies and associations, including Standing
Committee of the 5th Shenzhen CPPCC; Vice-President
of the China Association of Women Entrepreneurs; Vice-
President of the Association of Women Entrepreneurs of
Guangdong Province; Honorary President of the Shenzhen
Association of Women Entrepreneurs; Vice-President of
the China Urban Water Association; President of the
Shenzhen Urban Water Association, Vice-President of
the Child Welfare Institute of Shenzhen, and Executive
Vice-President of the Shenzhen General Chamber of
Commerce. Prior to joining Shenzhen Water (Group) Co.,
Ltd., Ms. Yu was the General Manager of Shenzhen Gas
Corporation Limited. Ms. Yu graduated from the Harbin
University of Civil Engineering and Architecture and is a
Senior Engineer with professorship.
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Mr. Zheng Xifeng, aged 54, was appointed as a Deputy General
Manager of China Resources Gas (Holdings) Limited in September 2007,
responsible for internal corporate affairs. Mr. Zheng holds a Bachelor’s
Degree in Law from the School of Law of Xiamen University, a Master of
Business Administration Degree from the University of San Francisco in
the United States, and the qualification as Senior International Business
Engineer. He joined China Resources Holdings Group in August 1985
and has been with China Resources Gas (Holdings) Limited since
September 2007. He was appointed as a director of China Resources
Gas Limited in September 2008.

Mr. Wang Yan, aged 40, was appointed as a Deputy General Manager of
China Resources Gas (Holdings) Limited in September 2007, responsible
for the internal auditing operations. Mr. Wang holds a Bachelor’s
Degree in Economics from the Finance and Accounting Department,
Capital University of Economics and Business, a Master of Business
Administration Degree from the University of South Australia and is a
qualified PRC Certified Accountant. He joined China Resources Holdings
Group in July 1994 and has been with China Resources Gas (Holdings)
Limited since September 2007. He was appointed as a director of China
Resources Gas Limited in November 2005.

Mr. Huang Weizhong, aged 46, was appointed as a Deputy General
Manager of China Resources Gas (Holdings) Limited in September
2007, responsible for investment and PRC legal affairs as well as Beijing
Representative Office. Mr. Huang holds a Master’s Degree majoring in
International Finance from the Fudan University and licenses to practice
as a lawyer and an engineer. He joined China Resources Holdings
Group in March 2000 and has been working for China Resources Gas
(Holdings) Limited since March 2007. He was appointed as a director
of China Resources Gas Limited in November 2005.

Mr. Ge Bin, aged 48, was appointed as a Deputy General Manager of
China Resources Gas (Holdings) Limited in January 2010, responsible
for customer relations and Greater Shanghai Area, and concurrently
holds the positions as a director and General Manager of Wuxi China
Resources Gas Co., Ltd. Mr. Ge holds a Master’s Degree in Engineering
from Nanjing University of Technology, and holds a senior economist
qualification. He joined China Resources Holdings Group in September
1996 and has been with China Resources Gas (Holdings) Limited since
September 2007. He was appointed as a director of China Resources
Gas Limited in September 2008.
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Mr. Yan Guogqi, aged 57, was appointed as a Deputy General Manager of
China Resources Gas (Holdings) Limited in November 2010, responsible
for Greater Zhengzhou Area and concurrently holds the position as the
Chairman of Zhengzhou China Resources Gas Limited. Mr. Yan is a
representative of the 11th Session of the National People’s Congress of
Henan Province, Head of the Urban Gas Association of Henan Province
and a Senior Engineer. He was Deputy Head of Water Plant, Head of
Water Supply Management and Deputy General Manager of Zhengzhou
Municipal Water Company from 1987 to 1997, Deputy General Manager
of Zhengzhou Municipal Natural Gas Corporation from 1997 to 1998,
Deputy Chairman and Deputy General Manager of Zhengzhou Municipal
Gas Company Limited from 1998 to 2000, and Deputy Chairman and
General Manager of Zhengzhou Gas Group since 2000. Mr. Yan was
appointed as the Chairman of Zhengzhou Gas Company Limited
in 2001. In October 2007, he was appointed as the Chairman and
General Manager of Zhengzhou Gas Group. In December 2009, he was
appointed as the Chairman and General Manager of Zhengzhou China
Resources Gas Limited.

Mr. Shi Baofeng, aged 40, was appointed as an Assistant General
Manager of China Resources Gas (Holdings) Limited in January 2010,
responsible for human resources management and Greater Guangdong
Area. Mr. Shi holds a Master of Business Administration Degree from the
Southwest Jiaotong University and a Senior Engineer qualification. He
joined China Resources Holdings Group in 2006 and China Resources
Gas (Holdings) Limited in March 2007. He was appointed as a director
of China Resources Gas Limited in September 2008.

Mr. Zhu Likun, aged 45, was appointed as an Assistant General
Manager of China Resources Gas (Holdings) Limited in January 2010,
responsible for operation, safety and information management. Mr. Zhu
holds a Bachelor’'s Degree majoring in Automation in Petro-chemical
Industry from the Nanjing University of Chemical Technology (currently
known as Nanjing University of Technology), a Master's Degree majoring
in International Economics from the Soochow University, and a Senior
Engineer qualification. He joined China Resources Holdings Group in
August 20083.
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The Group is dedicated to maintaining a good credible framework
of corporate governance with a view to being transparent, open and
accountable to its shareholders.

The Company has adopted the mandatory provisions of the Code on
Corporate Governance Practices (the “Code”) set out in Appendix 14 to
the Listing Rules for the time being in force. In line with the mandatory
provisions of the Code, the Company has adopted a Corporate
Governance Handbook (the “Handbook”) on 23rd December, 2005
and subsequently updated in 2008, 2009 and 2010 respectively. The
contents of the Handbook include, among others, directors’ duties, model
code for directors’ transaction in securities, model code for securities
transaction by relevant employees, the functions and terms of reference
of the Audit, Remuneration, Nomination and Investment Committees,
disclosure of information and communication with shareholders. All the
mandatory provisions under the Code have been adopted and reflected
in the Handbook. The Company has throughout the year complied with
the mandatory provisions of the Code except for the provision E1.2 of
the Code which provides that the Chairman of the Board should attend
the annual general meeting (the “AGM”) of the Company which was held
on 30th May, 2011. The chairman of the Board did not attend the AGM
as he had conflicting business schedule. The chairman or members
of the Audit, Remuneration and Nomination Committees and the Chief
Financial Officer attended the AGM. The Company considered that their
presence was sufficient for (i) answering questions from and (ii) effective
communication with shareholders present at the AGM.

As Appendix 14 to the Listing Rules has been amended and most of
such amendments will be effective on 1st April, 2012, the Board has
approved the adoption of the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules as the corporate governance code
of the Company on 13th March, 2012. The Handbook was also updated
on 13th March, 2012.

As at the date of this annual report, the Board consists of three Executive
Directors, two Non-executive Directors and three Independent Non-
executive Directors, one of whom namely Mr. Luk Chi Cheong has
the appropriate professional accounting experience and expertise as
required under the Listing Rules. The names and biographical details of
each Director are disclosed on pages 45-48 of this annual report.

Each Independent Non-executive Director has, pursuant to the
guidelines set out in rule 3.13 of the Listing Rules, confirmed that he
is independent of the Company and the Company also considers that
they are independent. The term of office of each Non-executive Director,
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including Independent Non-executive Director, is for a period of three
years subject to the requirement that one-third of all the Directors shall
retire from office by rotation at each annual general meeting pursuant
to the Bye-laws of the Company. The relationship (including financial,
business, family or other material/relevant relationship), if any, among
members of the Board are disclosed in this annual report. There is no
such relationship between the Chairman and the General Manager.

FUNCTIONS

The Board is responsible both for how the Company is managed and the
Company’s direction. Approval of the Board is required for the strategy of
the Group, yearly budget, major acquisition and disposal, major capital
investment, dividend policy, appointment and retirement of Directors and
senior management, remuneration policy and other major operational,
financial and risk management matters. Day-to-day operations of the
Group are the responsibility of the Company’s management.

The Board has held periodic meetings during 2011. Details of individual
attendance of Directors are set out in the table below:

§--f -§--f -§-f -§-f -%-f -%-f -%-f -3--§ -F-f C-F-f
A At BAZTR MAZtAR ARtR mATtA tA=t=R  NA-tER tAtR  tAttA  1-AtA
16th March, ~ 20th April,  28th April, Tthdune,  17thJune,  22nd July, 23rd August, 10th October, 17th October, 7th November,
Date 2011 201 2011 2011 2011 201 2011 2011 2011 201
ERIK BEZEE  IEREE  IBRAY  BEREE  BERAE  RERRE  IBREE  BERRt  FEREE  BERR:
Mr. Ma Mr. Wang lr. Ong Mr. Ma Mr. Ma Mr. Ma Mr. Wang Mr. Ma Mr. Ma Mr. Ma
Megting Chairman Guoan ~ Chuandong  Thiam Kin Guoan Guoan Guoan  Chuandong Guoan Guoan Guoan
by £ Executive Directors
EERRE M. Ma Guoan | - - | | | - | | |
TEREE M. Wang Chuandong | | - - | - | | | |
TRfRE . Ong Thiam Kin | | | | | | { | | |
#4783 Non-executive Directors
HXREE r. Du Wenmin | - | | | | = | = |
i . Wei Bin | - | | | l | | - {
BUFUfES Independent Non-executive
Directors
ERBLL . Wong Tek Shing | | | | | | | | il |
ERE%4 M. Luk Chi Cheong | | | | il | | | | |
Fhixt s Yu Jian | - - | | | | = | |
B (MERAR TXER) - Remarks (also applicable to the tables set out below):
Vo= HE y = attended
- = mE - = didn't attend
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As at the date of this annual report, the Chairman of the Board is Mr.
Ma Guoan while Mr. Wang Chuandong is the General Manager. The
Chairman provides leadership to the Board and formulate, together
with the Board, the business strategies and long-term objectives of the
Company whilst the General Manager carries out the decisions made by
the Board and is in charge of the Company’s day-to-day management.

To strengthen the functions of the Board and to enhance its expertise, as
at the date of this annual report, there are five Committees namely, the
Audit, Remuneration, Nomination, Investment and Corporate Governance
Committees under the Board, with each performing different functions.

As at the date of this annual report, the Audit Committee comprises
of two Independent Non-executive Directors namely Mr. Luk Chi
Cheong (Chairman) and Mr. Wong Tak Shing and one Non-executive
Director namely Mr. Du Wenmin. The Committee’s role is to provide an
independent and objective review of the effectiveness of the financial
reporting process, internal control, risk management as well as internal
audit function of the Group. Its functions broadly fall into the following
three main areas:

. responsible for making recommendation to the Board on the
appointment, reappointment and removal of external auditor, and
to approve the remuneration and terms of engagement of external
auditor and any matters related to the resignation or dismissal of
external auditor;

o review the financial statements of the Company’s annual and half-
year reports and accounts; and

° review the Company'’s financial controls, internal controls and risk
management systems.

During the year 2011 and up to the date of this annual report, the
Audit Committee has reviewed the financial statements and results
announcement for 2010, and those for the half-yearly results and yearly
results for 2011. These include the review of the Group’s financial and
accounting policies and practices; the review of the ongoing connected
transactions of the Company conducted in 2010 and 2011; and the
review of the internal audit reports prepared by the Company'’s Internal
Audit Division.
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The Audit Committee has held two meetings during 2011. Details of
individual attendance of its members are set out in the table below:

ES ME
Chairman Members
BEEERE EEBEE HYREE
Mr. Luk Mr. Wong Mr. Du
Chi Cheong Tak Shing Wenmin
v v Vv
Vv v =

Pursuant to the amendments to Appendix 14 to the Listing Rules, the
terms of reference of the Audit Committee were updated on 13th March,
2012 and are available on the websites of the Company and the Stock
Exchange.

The role and main function of the Remuneration Committee is to
determine and review the compensation and benefit policy of Executive
Directors and senior management, including but not limited to bonus
plan, Incentive Award Scheme and other long term incentive plan,
as well as bonus allocation and salary adjustment of each Executive
Director and senior management. As at the date of this annual report, the
Remuneration Committee comprises of two Independent Non-executive
Directors namely Mr. Wong Tak Shing (Chairman) and Mr. Luk Chi
Cheong and one Executive Director namely Mr. Ong Thiam Kin.

During 2011, the Remuneration Committee has reviewed the existing
terms of reference of the Remuneration Committee and the Incentive
Award Scheme adopted by the Company on 1st December, 2008 and
amended on 16th March, 2010. It has also reviewed and approved cash
awards under the Company'’s Incentive Award Scheme.

The Remuneration Committee has held two meetings during 2011.
Details of individual attendance of its members are set out in the table

below:
Ed: RE
Chairman Members

EEBRE EEERE ERREE

Mr. Wong Mr. Luk Mr. Ong

Tak Shing Chi Cheong Thiam Kin

v Vv Vv

v v Vv
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Pursuant to the amendments to Appendix 14 to the Listing Rules, the
terms of reference of the Remuneration Committee were updated on
13th March, 2012 and are available on the websites of the Company
and the Stock Exchange.

The role and main function of the Nomination Committee is to review the
structure and composition of the Board, and to make recommendation to
the Board on the selection of individual nominated for directorships. As
at the date of this annual report, the Nomination Committee comprises
of one Executive Director and two Independent Non-executive Directors
namely Mr. Ma Guoan (Chairman), Mr. Wong Tak Shing and Mr. Luk
Chi Cheong.

The selection criteria for Directors are the candidate(s) must have
substantial experience in business relevant to the Company or in
corporate management, or in relevant profession and must be able to
contribute effectively to the objectives of the Company. Any committee
member may propose suitable candidates for directorship for discussion
and approval by the Nomination Committee, after which the Board
will consider and, if proper, approve such nomination. Directors thus
selected is subject to re-election by shareholders of the Company in the
next general meeting or next annual general meeting, as appropriate,
according to the Bye-laws of the Company.

During 2011, the Nomination Committee has reviewed the existing terms
of reference of the Nomination Committee as well as the composition of
the Board and its committees.

Pursuant to the amendments to Appendix 14 to the Listing Rules, the
terms of reference of the Nomination Committee were updated on 13th
March, 2012 and are available on the websites of the Company and the
Stock Exchange.

The role and main function of the Investment Committee is to assist
the Board in making investment decisions (including acquisition or
divestment opportunity) within the investment threshold of US$3 million
to US$8 million or other thresholds as authorised by the Board from
time to time.

As at the date of this annual report, the Investment Committee comprises
of one Executive Director namely Mr. Wang Chuandong, one Non-
executive Director namely Mr. Wei Bin and one Independent Non-
executive Director namely Mr. Wong Tak Shing of which Mr. Ong Thiam
Kin and Mr. Luk Chi Cheong are the alternates to Mr. Wang Chuandong
and Mr. Wong Tak Shing respectively. Mr. Wang Chuandong is the
Chairman of the Investment Committee.
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The Investment Committee also passed 2 written resolutions by all
members of the Investment Committee on 8th September, 2011 and
20th December, 2011 respectively to review and approve 2 investment
proposals.

Note:

1. These directors were appointed on 17th June, 2011. Mr Wang Chuandong
was appointed as chairman in place of Mr. Ma Guoan.

Corporate Governance Committee

Pursuant to the amendments to Appendix 14 to the Listing Rules, the
Board has resolved to establish a Corporate Governance Committee on
13th March, 2012. The Corporate Governance Committee comprises of
three Independent Non-executive Directors and two Executive Directors
namely Ms. Yu Jian (Chairman), Mr. Wong Tak Shing, Mr. Luk Chi
Cheong, Mr. Wang Chuandong and Mr. Ong Thiam Kin. The terms of
reference of the Corporate Governance Committee contain the revised
Code Provision D.3.1 set out in Appendix 14 to the Listing Rules.
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INTERNAL CONTROLS

The Board has the overall responsibility of maintaining an effective
internal control system.

The Board, through the Audit Committee, conducts annual review of
the effectiveness of the Group’s system of internal control covering
all material controls, including financial control, operational control,
compliance control and risk management system.

The Audit Committee also considers the adequacy of resources,
qualifications and experience of the Company’s accounting, financial
reporting and internal audit functions, and their training programmes
and budget.

The Internal Audit Division assists the Audit Committee to review the
effectiveness of such internal control system in operation. The Division
regularly carries out internal audit and other related audit reviews and
reports its findings and suggestions for improvement on better internal
controls to the Audit Committee for their consideration. During the
year, the Internal Audit Division has also conducted reviews of key risk
management system of the Company. Its findings were reported to the
Audit Committee for consideration and would form the basis for further
improvement in the future.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) set out in Appendix 10
to the Listing Rules as its own code of conduct in relation to Directors’
securities transactions. Having made specific enquiry of all Directors, the
Company confirmed that all Directors have complied with the required
standard set out in the Model Code.

DIRECTORS’ RESPONSIBILITY FOR PREPARING
THE FINANCIAL STATEMENTS

The Directors acknowledge that it is their responsibilities in preparing the
consolidated financial statements. The statement by the Auditor about
their reporting responsibilities on the consolidated financial statements
is set out in the Independent Auditor’s Report on pages 81.
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AUDITOR’S REMUNERATION

The Company re-appointed Deloitte Touche Tohmatsu as independent
auditor during the year. The remuneration for services provided during
the year to the Company’s Auditor includes:

FEBATIRTS - P HARAER
C BRENEBRRBOBRAF

N
2011
FHT
Services rendered HK$’000
Audit services 4,100
Non-audit services for: Interim results review 450
: Shareholders’ circular re
Zhengzhou China Resources
Gas Co., Ltd. 750
. Tax compliance 40

Total 5,340
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PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries and jointly controlled entities are set out in Note
45 and Note 47 to the consolidated financial statements respectively.

RESULTS

The results of the Group for the year ended 31st December, 2011 are
set out in the consolidated statement of comprehensive income on
pages 83 to 84.

SHARE CAPITAL AND SHARE OPTIONS

A total of 161,174,785 new shares were issued during the year as a
source of fund for acquisition of more downstream city gas distribution
business and as consideration for the purchase of 7 city gas projects
from CRH. Details of the movements in share capital and share options
of the Company during the year are set out in Note 32 and Note 33 to
the consolidated financial statements respectively.

RESERVES

Movements in the reserves of the Group during the year are set out in
the consolidated statement of changes in equity on pages 87 to 89 to
the consolidated financial statements.

The Company’s reserves available for distribution to shareholders at 31st
December, 2011, amounted to HK$7,814,622,000.

FINAL DIVIDEND

The Directors have resolved to recommend the payment of a final
dividend of 10 HK cents per share. Together with the interim dividend
of 2 HK cents per share paid in October 2011, total distribution for 2011
would thus be 12 HK cents per share (2010: 10 HK cents per share).

Subject to the approval of shareholders at the forthcoming annual
general meeting, the final dividend will be payable on 15th June, 2012
to shareholders on the register of members of the Company on 6th
June, 2012.
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The register of members of the Company will be closed from 25th May,
2012 to 31st May, 2012, both days inclusive. In order to determine the
identity of members who are entitled to attend and vote at the annual
general meeting to be held on 31st May, 2012, 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 24th May,
2012.

Subject to the approval of shareholders at the annual general meeting,
the proposed final dividend will be payable to shareholders whose
names appear on the register of members of the Company after the
close of business at 4:30 p.m. on Wednesday, 6th June, 2012 and the
register of members of the Company will be closed on Wednesday, 6th
June, 2012, during which no transfer of shares of the Company will be
registered. In order to qualify for the proposed final dividend, completed
transfer forms accompanied by the relevant share certificates must be
lodged with the Company’s branch share 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 Tuesday, 5th June, 2012.

As at the end of the year, the authorized share capital of the Company
was HK$1,000,000,000 dividend into 10,000,000,000 shares of HK$0.10
each, of which 1,992,269,718 shares had been issued and fully paid,
and the shareholders’ equity of the Group was HK$8,102,453,000.

On 16th March, 2011, Thousand Victory Investments Limited, a
wholly-owned subsidiary of the Company, entered into a sale and
purchase agreement with Wing Mou Oil Company Limited and Winfield
Petrochemical Limited, to acquire the entire issued share capital of
Flemming Limited (which was owned as to 50% by Wing Mou Oil
Company Limited and 50% by Winfield Petrochemical Limited) for a
consideration of RMB352.95 million, which will be paid in stages upon
fulfilment of certain conditions.

Flemming Limited and its group members are principally engaged in the
operation of 7 city gas distribution businesses in Shandong Province and
Zhejiang Province in the PRC.
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Acquisition of up to additional 5% registered capital in Zibo China
Resources Gas Co., Ltd.

On 5th July, 2011, Zibo China Resources Gas (Hong Kong) Limited,
a wholly-owned subsidiary of the Company, entered into a corporate
reorganisation agreement with Zibo Xinneng Trade Union Committee,
Zibo Xinneng Group Company and Zibo China Resources Gas Co.,
Ltd (Zibo CR Gas), to acquire up to additional 5% registered capital in
Zibo CR Gas.

The acquisition, upon completion, will increase the stake of the Company
in Zibo CR Gas to more than 50%, which will increase the revenue and
earnings contribution to the Group. The approval from the relevant
authorities in the PRC in respect of the corporate reorganisation are
being obtained as at the date of this annual report.

Acquisition of Fourth Batch of City Gas Projects from CRH

On 22nd July, 2011, for a consideration of HK$1,710 million, the
Company announced the acquisition of a batch of 7 city gas distribution
projects from Powerfaith Enterprises Limited (“Powerfaith”), a wholly-
owned subsidiary of its controlling shareholder, CRH. This was the
fourth batch of city gas projects acquired from CRH since the last
three batches in 2008, 2009 and 2010. This batch included projects in
Yueyang, Zhongshan, Jingdezhen, Anyang, Huizhou Dayawan, Dandong
and Dalian Huayuankou.

Some 80% of the gas sales volume of these projects are made to
industrial and commercial customers of higher margins. These projects
offer a lot of room to grow once additional gas supply are increasing
available from West-East Phase 2 pipelines and LNG terminals in these
regions.

After obtaining independent shareholders’ approval and the fulfillment
of all necessary conditions on 31st August, 2011, the consideration was
satisfied by the issue of 161,174,785 shares at HK$10.6096 per share
which represents an approximate 5% discount on the average closing
price of the shares for the 15 trading days of HK$11.1680 up to and
including 21st July, 2011.

61




62

AECBMNERRRROERA T (TEM
MR RBSHEHR LT - 05BN
ROFAACRTRORHBBEAREWERZE
&

RZZE——F+A+H ARFAEFGEMN
LMK R E EE BB AR RIR2 — I8
i B (BT BEEEHRER M
Bk e 0 s BN KA SRR P B B BT (R
AREEBEAKRERREHEAERI) RH
BRRA R EL -

ARBBEER—F——F+—A=-+t=ARKR
EEAQFAWERS G TR ([WETRID
AT AR R R

FHIR 24 - 2458 8 RHEREN 5 AR
REHBD (THAEREANTERE)
RENRESIZAFESRHRE RS
14738 7T &

RREREL  ZHBSRAERKEIRS
AR®A12.0270 - BliR A BE =% E14.73
BILAIEMARBEESHE -

RZZT—=—F—AhHB KRR EBMRK
KREAS M - BRERBEEHIR LM e
ZERRARRCHEHRERNBRREAS LR
RENARE LEBRERRFANETNE
i@ o B3R M MY K& 1)22,647,000
ARHAR %.25,380,333/% A1 & B (5 5l 15 42
= 2 194.41%1295.00%) ° Itk b BB M
MRNEME B EBTABERMNER
AREBRODCERRFINRS LBEBRRER
RAANETA BB CEEGRIEMA
# I #996,159,3330% M & Ik (1h 48 =& w
98.63%) °

Privatisation and withdrawal of listing of the H shares of Zhengzhou
China Resources Gas Co., Ltd. (“Zhengzhou Gas”) and a voluntary
conditional offer made for all the issued shares of Zhengzhou Gas

On 10th October, 2011, the board of directors of the Company notified
Zhengzhou Gas that it was considering to place before the shareholders
of Zhengzhou Gas a proposal which, if implemented, would result in the
delisting of H shares of Zhengzhou Gas from the Stock Exchange and a
voluntary conditional offer made for all the issued shares of Zhengzhou
Gas, other than those owned by the Company and members of its

group.

The Company subsequently made the offer on 23rd November, 2011
in compliance with the Hong Kong Code on Takeovers and Mergers
(“Takeovers Code”) on the following basis:

For the H share offer — 1.5 new shares of the Company for each H share
held as share consideration rounded down to the nearest whole share
or cash of HK$14.73 for every H share held; and

For the Domestic share offer — cash of RMB12.02 for every Domestic
share held, being RMB equivalent of HK$14.73 based on the exchange
rate.

On 9th January, 2012, the Company and Zhengzhou Gas jointly
announced that the special resolutions to approve the withdrawal
of listing of the H shares were duly passed by way of poll at the H
shares class meeting and the EGM. The valid acceptances have been
received in respect of 22,647,000 H shares and 25,380,333 Domestic
shares, representing 94.41% and 95.00% of the total number of the
votes respectively. In addition, Zhengzhou Gas also announced that the
special resolution to approve amendments to the articles of association
was duly passed by way of poll at the EGM. The valid acceptances have
been received in respect of 96,159,333 Domestic shares, representing
98.63% of the total number of the votes.
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On 6th February, 2012, the Company and Zhengzhou Gas jointly
announced that valid acceptances under the offers had been received
in respect of 100,000 Domestic shares (representing approximately
0.14% of the total issued Domestic shares) and 47,969,222 H shares
(representing approximately 87.11% of the total issued H shares),
among which, cash consideration is applicable to 100,000 Domestic
shares and 1,083,786 H shares and share consideration is applicable
to 46,885,436 H shares initially. The closing date of the offers was
originally set on 6th February, 2012, in order to provide more time for
independent Zhengzhou Gas shareholders who have not accepted the
offers to tender valid acceptance forms, the Company decided to extend
the closing date of the offers to 20th February, 2012.

On 13th February, 2012, the boards of the Company and Zhengzhou Gas
jointly announced that listing of the H shares would be withdrawn from
the Stock Exchange with effect from 9:00 a.m. on 14th February, 2012.

On 20th February, 2012, the Company and Zhengzhou Gas jointly
announced that the offers had closed. The valid acceptances under
the offers had been received in respect of 100,000 Domestic shares
(representing 0.14% of the total issued Domestic shares) and 48,978,667
H shares (representing approximately 88.95% of the total issued H
shares). Cash consideration is applicable to 100,000 Domestic shares
and 1,151,231 H shares and share consideration is applicable to
47,827,436 H shares.

The approvals from the relevant authorities in the PRC in respect of
transferring the above stated 100,000 Domestic shares are still pending
as at the date of this annual report.

On 2nd November, 2011, the Company, through China Resources Gas
(Hong Kong) Investment Limited (“China Resources Gas”), a wholly-
owned subsidiary of the Company, entered into the Joint Venture
Contract, the Supplemental Agreement and the Articles of Association
with XEMREEBE AR A7 (translated as Tianjin Gas group company
Limited) in relation to the proposed establishment of the joint venture
company. The joint venture company will principally engage in, among
other things, the investment, construction and operation of city gas
pipelines, the sale and distribution of gas, the provision of gas related
equipment, apparatus and ancillary services, as well as gas facilities
repair and maintenance in Tianjin Municipality of the PRC.
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The proposed total investment was RMB6 billion (equivalent to
approximately HK$7.39 billion) and the proposed registered capital was
RMBS5 billion (equivalent to approximately HK$6.16 billion), of which 49%
(being RMB2.45 billion, equivalent to approximately HK$3.02 billion)
would be contributed in cash by China Resources Gas. Regulatory
approval from relevant PRC authorities are being sought as at the date
of this report.

The Company, on 9th April, 2010, through China Resources Gas Limited,
its wholly-owned subsidiary, entered into a sino-foreign equity joint
venture arrangement with F R IR @EER (£B) AF (translated as
Nanjing City Jiangning District Gas (Group) Company Limited) 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. (BRI EE B R AR A R]) (“Jiangning
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.

On 9th November, 2011, the board announced that China Resources
Gas Limited would increase its interest in the registered capital of the
joint venture company from 49% to 70% upon completion of a corporate
reorganisation. The registered capital of the joint venture company
would be reduced from RMB951 million (equivalent to approximately
HK$1,171.63 million) to RMB665.7 million (equivalent to approximately
HK$820.14 million) and the joint venture company would return an
equivalent amount to EMRTIEEMER (£E) QF (translated as
Nanjing City Jiangning District Gas (Group) Company Limited).

On 31st December, 2011, the corporate reorganisation was completed
and China Resources Gas Limited holds 70% stake in Jiangning CR
Gas.



RZZTE——F+_A=+8 ARQAE
BARRNEEZENBRRERMR (R
B) REERAR ([EHRRRE]) HE
R EERARAR ([BEBE]) &
BRBENZENBARERELMRE
BEERAR ([EEEXRRE]) 5T LA 1EH
FoABANNEREBHERETTREE
T R R I A AR T B R RURR e DA R L E
KIHEWRR °

o)

SENFNEZRERERS AARKL
STL e AEARBHREBNRIILE RER R
B RIEA49% K 51% R -

W

Rz AZRBVE (Rh k) Sl EK
B IR RN E E R B L AT ik R SRR E
B EBPIE a2 - BEAE AR
7 R ZE IR R B BB R E R E
B SXMHER (BFRERRRIEERK
BER IR RE49% KR ERNRE) BT A
1 -

FHRRILE BB PERN — T ——F R
ASAIRERRIAERRNME L ERE
Fro B3 (BERRR) BEN S RISHERE
TP EIIR T AR E BB PIROHE S

H{th Yo B AR S B 7% SRR B 5235 I MY R
36 °

1% B Al & B R T8 R A0 AT R B B 4 R R AT
B AEBABRMYIEE IR R 8
BREET - At REGAMEIHREE

Annual Report 2011 CHINA RESOURCES GAS GROUP LIMITED

ExeWmE

Directors’ Report

On 26th December, 2011, the Company, through China Resources
Gas (China) Investment Limited (“CR Gas Investment”), an indirect
wholly-owned subsidiary of the Company, entered into the Co-operation
Agreement with Z R 218 B R AR A7) (translated as Ningbo Urban
Construction Planning and Investment Holding Company Limited)
(“Ningbo Urban Construction”) and 2 B¢ A RSB B PR A 7] (translated
as Ningbo Xingguang Gas Group Company) (“Ningbo Xingguang Gas”),
a wholly-owned subsidiary of Ningbo Urban Construction. The proposed
business scope of the joint venture company includes the construction
and operation of the city piped gas facilities as well as the supply and
sale of gas in Ningbo City, the PRC.

The proposed total investment of the joint venture company was up
to RMB4 billion. The joint venture company would be owned by CR
Gas Investment and Ningbo Urban Construction as to 49% and 51%
respectively.

Establishment of the joint venture company is subject to, among
others, an independent asset appraisal of Ningbo Xingguang Gas
and confirmation of such appraisal by the relevant PRC governmental
authorities, finalization of the joint venture contract and other transaction
documentation to be agreed and executed by CR Gas Investment
and Ningbo Urban Construction, including the purchase price for
the acquisition of 49% interest in Ningbo Xingguang Gas by CR Gas
Investment.

CR Gas Investment and Ningbo Urban Construction intend to complete
all the necessary procedures for the establishment of the joint venture,
including (without limitation) asset appraisal and approvals from the
relevant PRC governmental or regulatory authorities, in or around June
2012.

Other acquisitions are stated in Note 35 and Note 36 of the consolidated
financial statements.

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.
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BANK AND OTHER BORROWINGS

The particulars of bank and other borrowings of the Group as at 31st
December, 2011 are set out in Note 29 to the consolidated financial
statements.

FINANCIAL SUMMARY

A financial summary of the Group for the last five financial periods is set
out on page 220 of this annual report.

PROPERTY, PLANT AND EQUIPMENT/
INVESTMENT PROPERTIES

Details of the movements in the property, plant and equipment and
investment properties of the Group during the year are set out in Note
15 and Note 17 to the consolidated financial statements respectively.

INTANGIBLE ASSETS

Details of the movements in the goodwill and operating rights of the
Group during the year are set out in Note 20 and 21 to the consolidated
financial statements respectively.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2011, the aggregate turnover
attributable to the five largest customers accounted for were less than
30% of the Group’s total turnover.

For the year ended 31st December, 2011, the aggregate purchases
attributable to the five largest suppliers accounted for were approximately
84% of the Group’s total purchases, out of which 68% was attributable
to the largest supplier.

None of the Directors, their associates or any shareholders (which to the
knowledge of the Directors owns more than 5% of the Company’s share
capital) has any interest in any of the Group’s five largest customers
or suppliers.

DIRECTORS AND SERVICE CONTRACTS

The Directors of the Company during the year and up to the date of this
annual report are:

Executive Directors:

Mr. Ma Guoan
Mr. Wang Chuandong
Mr. Ong Thiam Kin
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Non-executive Directors:

Mr. Du Wenmin
Mr. Wei Bin

Independent Non-executive Directors:

Mr. Wong Tak Shing
Mr. Luk Chi Cheong
Ms. Yu Jian

The Company has received an annual confirmation from each Independent
Non-executive Director with each confirming his independence pursuant
to rule 3.13 of the Listing Rules and the Company still considers such
Directors are independent of the Company.

Pursuant to bye-law 110(A) of the Company’s Bye-laws, Mr. Du Wenmin,
Mr. Wei Bin and Mr. Wong Tak Shing shall retire from office by rotation
at the forthcoming annual general meeting and shall be eligible for re-
election.

None of Directors, including Directors proposed for re-election at the
forthcoming annual general meeting, has a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation, other than
statutory compensation.

The term of office of each Non-executive Director, including Independent
Non-executive Director, is for a period of three years subject to
requirement that one-third of all the Directors shall retire from office by
rotation at each annual general meeting pursuant to the Bye-laws of
the Company.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance (to which the Company or its
subsidiary or its holding company or its fellow subsidiary was a party)
subsisting during or at the end of the financial year in which a Director
of the Company is or was materially interested, either directly or
indirectly.

DIRECTORS’ REMUNERATION

The emolument payable to each Director is based on his relevant
qualifications, experience and expertise, his duties and responsibilities
and performance of the Company. The current market situation will also
be taken into account. Bonus and incentive awards may be granted to
individual Directors in recognition of their contribution to the Group. All
the aforesaid form the emolument policy and long term incentive for
Directors of the Company.
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DIRECTORS’ INTEREST IN SECURITIES

Save as disclosed below, as at 31st December, 2011, none of the
Directors, chief executive of the Company and their associates had
any interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ”)) which were required to be 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 deemed or taken to have
under such provisions of the SFO) or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, to be notified to the
Company and the Stock Exchange.

(a) RAEQFERTEZERNER (a) Interests in issued ordinary shares of the Company

Fr iz

BEAI

HESRAXR BAEE Aggregate

EERE 51 Long or short Number of percentage

Name of Directors Capacity position shares of interest’

EEREE EREAA A 100,000 0.0050%
Mr. Wang Chuandong Beneficial owner Long position

EARREE EmEAA e 100,000 0.0050%
Mr. Ong Thiam Kin Beneficial owner Long position

HXREE BEHEAA R 54,000 0.0027%
Mr. Du Wenmin Beneficial owner Long position

=S BHEEAA HE 80,000 0.0040%

Mr. Wong Tak Shing Beneficial owner Long position

BiE Note:

-y

hAR-T——F+=-_A=+—H0F~ 1.
RAAREBRIFEBREERRATE
HEBTRANEDLL ©

This represents the percentage of aggregate long position in ordinary
shares to the total issued share capital of the Company as at 31st
December, 2011.
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(b) REQAFEB EIEEHAAEERAT (b) Interests in issued ordinary shares and underlying shares of
(T#A) ERTEBERRERRGOH China Resources Enterprise, Limited (“CRE”), an associated
R corporation of the Company

K
TEE
BR#E  Exercise Frib s
e price HEEH D2
HRRKRE RHHE Number per share HHEAH  Aggregate

EEHE Long or short Number of share (#&7T) Date of percentage

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

T EREE g 300,000 300,000° 10.35 04/10/2004 0.0250%

Mr. Wang Chuandong Long position

HXREE a5) 100,000 - - = 0.0042%

Mr. Du Wenmin Long position
BisE Notes:

1. ULIEERIBIRET 2SR AVABREAR 1. This refers to the number of underlying shares of CRE covered by its
BDEHE - share option schemes.

2. AR -_E——F+_A=+—HFF 2. This represents the percentage of aggregate long position in ordinary
FREE R AR AR AR 10 0F B A AL shares and underlying shares of CRE to the total issued share capital
FL2HEETREANAE L - of CRE as at 31st December, 2011.

3. BRETNR-_ZTHF+ANBEZ 3. The exercisable period during which the share options may be
T—E+ A= HEE FLAITE - exercised is from 4th October, 2004 to 3rd October, 2014.

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

5. EEEERT  RENETHERE 5. In each case, HK$1.00 is payable upon acceptance of the share

KA F1.00 7T °

options granted.
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(c) REQARMEBLIEEFEIERER (c) Interests in issued ordinary shares and underlying shares of
AR (TEHEN]) ERTEERRME China Resources Power Holdings Company Limited (“CRP”),
ARG RS an associated corporation of the Company

57204
TEE
B IR (#7T) Pk s
#H'  Exercise BEEDLL?
HRRKRE RHHE Number price HHEAH  Aggregate

EEHE Long or short Number of share  per share Date of percentage

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

BBz A 55) 22,000° - - = 0.0005%

Mr. Ma Guoan Long position

FEREE HE - 101,800* 2.75  06/10/2003 0.0021%

Mr. Wang Chuandong Long position

HXREE HE 480,240 - - - 0.0101%

Mr. Du Wenmin Long position
(g Notes:

1. ULIEEES HERE S ROE 1. This refers to the number of underlying shares of CRP covered by its

B EE -

AR T——F+=-_A=+—H80~
REBE NEBERIEEROTER
BHERENEHEBRTRANES
i e

BELAEERGEABRALBESEN
ZE LW A

BRETS AN HHE-ZTTW
F ZZETRFE —ZBTREFE -F
TLFERZTENFHARBREZ
T—=F+ARBIBETUITE -

BIESR A RBEES - EXRERD
EREREHEEEUNESHEAY
[ZESEEIE

EEEBRT  REMETHERE
B A 1.00/ 7T °

share option scheme.

2. 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 31st December, 2011.

3. Mr. Ma Guoan was deemed to be interested in the ordinary shares

through the interest of his spouse.

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

5. Save as otherwise disclosed under note 3, interests disclosed above
are being held by each Director in his capacity as beneficial owner.

6. In each case, HK$1.00 is payable upon acceptance of the share
options granted.



(d) RAQXFAEBEZIEEBEHERLT
(T£HE®]) ERTEBRREBR

(d) Interests in issued ordinary shares and underlying shares
of China Resources Land Limited (“CRL”), an associated

7R corporation of the Company
57204
THEE
B AR A (B7x) Frib s
#H'  Exercise BEAEDL?
HRRKXE ROHE Number price BRI AH  Aggregate
BEEME Long or short Number of share  per share Date of percentage
Name of Directors position of shares options’ (HK$) grant  of interest?
MXREE e 1,040,000 - - - 0.0178%
Mr. Du Wenmin Long position
BEE Notes:

1.

LR EE T B s BB AR AT B FT S R A0 AR
B E%E -

AR-F——Ft+_A=+—HmM
FEHENTARRABRD TR L
RIEEHER 2N RTRANED
tt -

EXHREENRERERAERENE
SEBAFDREE

EEEBERT  RENETHOEBRE
BB (1.00/8 7T ©

(e) RALQAMEBZEZEEBRKEZRAR
DA ([EBXE]) ERTHERRMAE

1.

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

This represents the percentage of aggregate long position in ordinary
shares and underlying shares of CRL to the total issued share capital
of CRL as at 31st December, 2011.

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

In each case, HK$1.00 is payable upon acceptance of the share
options granted.

(e) Interests in issued ordinary shares and underlying shares of
China Resources Cement Holdings Limited (“CR Cement”), an

AR R associated corporation of the Company
=10
TEE
HB AR A (%) Frib s
#A Exercise BEADL
HRARKRE ROHE Number price RHEAH  Aggregate
EEHR Long or short Number of share  per share Date of percentage
Name of Directors position of shares options (HKS$) grant of interest’
SRR E HaE 40,0007 — - - 0.0006%
Mr. Ma Guoan Long position
ERREE HE 220,000 - - - 0.0034%
Mr. Ong Thiam Kin Long position
B &E Notes:

1.

AR -B——F+-A=+—HF
FERKRE BT R BREFE K
REWEBITRAMADLL *

BEZEEWE B R BERN
20,000/% & B A i ©

B 2R ARBE  EXRED
THRERERSEEUNESHETAY
[ZESTEIC

1.

This represents the percentage of aggregate long position in ordinary
shares of CR Cement to the total issued share capital of CR Cement
as at 31st December, 2011.

Mr. Ma Guoan was deemed to be interest in 20,000 ordinary shares
through the interest of his spouse.

Save as otherwise disclose under note 2, all interest disclosed above
are being held by each Director in his capacity as beneficial owner.
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()

REQTMBEMERES (HEF)
ERAR (EARET ) BRAH

()

Interests in issued ordinary shares and underlying shares
of CRH (Microelectronics) Limited (“CRM”), an associated

R RAEBERG K ES corporation of the Company
=10
THEE
B IR (#&7T) Frib s
#A Exercise BETIL
HRRKRE RHHE Number price RHEAY  Aggregate
EEHE Long or short Number of share  per share Date of percentage
Name of Directors position of shares options (HKS$) grant of interest’
BEEEEE 55) 1,000,000 - - = 0.0049%
Mr. Luk Chi Cheong Long position
BsE Notes:
1. hARZZ——F+ZA=+—HFH 1. This represents the percentage of aggregate long position in ordinary

FEBMETERRERAREEHR
MEF2MWEBITRANEILL -

2. EXFABRBENMERSRHZESU
BERlAAFNRHA °

REErE

1.

BRESE

RZZE—F+— At RBERAN
BRETEE ERE2EENTIIR
BESEEZORNAEE - ABE
SEERRE - 2RERETEEE
RTE R AR BRI B AR ERE
E(REMRBEZEIRESE) NE
B REEEFAKEARNEAES
HEFNINZEETNERNZERE
FEE R AEBEEMAKE QBN ERA
EBRER - XBEH  FEMEMBRE
M (REMREZREE) HEMTRA
BREE  AEEEMKERRNE
MEERER : RAREFHAETERR
WERBEAL  ARAQBEZER
ROEMEERZSEERRAM S
DRSS R RN ERES -

shares and underlying shares of CRM to the total issued share capital
of CRM as at 31st December, 2011.

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

INCENTIVE SCHEMES

1.

Share Option Scheme

The purpose of the Share Option Scheme adopted on 26th
November, 2001 is to promote dedication by its participants and
to encourage its participants to perform their best in achieving
the goals of the Group. The participants are any Director (or any
persons proposed to be appointed as such) and employee of each
member of the Group; any discretionary object of a discretionary
trust established by any employee or Director of each member of
the Group; any executive or employee of any business consultant,
business partner, professional and other advisers to each member
of the Group (or any persons proposed to be appointed as such);
any substantial shareholder of each member of the Group; any
associates of Director or substantial shareholder of the Company;
and any employee of the Company’s substantial shareholder or
any employee of such substantial shareholder’'s subsidiaries or
associated companies, as absolutely determined by the Board.
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The scheme mandate limit under the Share Option Scheme was
refreshed and renewed by ordinary resolution passed by the
shareholders at the annual general meeting held on 25th April,
2005 which enabled the grant of further share options to subscribe
up to 265,591,407 shares representing 10% of the shares in issue
as at the said date.

As at the date of the annual report, the total number of shares
available for issue pursuant to the Share Option Scheme was
188,000, representing about 0.01% of the issued share capital of
the Company. The maximum entitlement for any one participant
is that the total number of shares issued and to be issued upon
exercise of the options granted to each participant (including both
exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number of shares in
issue.

The period within which the shares must be taken up under an
option shall not be later than 10 years from the date the option is
granted. There is no minimum period for which an option must be
held before it can be exercised. HK$1.00 is payable on acceptance
of the option within 28 days from its date of grant. The subscription
price is the highest of (i) the closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet on the date of grant,
(i) a price being the average of the closing prices of the shares
as stated in the Stock Exchange’s daily quotations sheet on the
five business days immediately preceding the date of grant and
(iii) the nominal value of a share. As the Share Option Scheme has
been terminated in 2008, no more option can be issued pursuant
to the Share Option Scheme but in all other respects the provisions
of the Share Option Scheme share remain in force.

(a) Directors’ right to acquire shares

None of the Directors has any interests in the share options
of the Company as at 31st December, 2011.
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(b) Employees and other participants’ right to acquire shares

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 Directors of the Company) under the New Share
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N Option Scheme during the year is as follows:
BREHE
Number of share options
RZE——F§
R-E——F +=A
BRTEE —H—H =t+-H
(B7) i RATEE i i " i i RATHE
Exercise Outstanding FREH FRITE FREEH FR%M Outstanding
price as at Granted Exercised Cancelled Lapsed as at 31st
BE B8 per share 1st January, during during during during  December,
Date of grant (HK$) 2011 the year the year the year the year 2011
—ZEZFWANR 8.200 186,000 - - - - 186,000
09/04/2002°
—EEME-A+=H? 9.060 2,000 = = - - 2,000
13/01/2004°
188,000 - - - - 188,000
B3 - Notes:
1. BREENRSE Tg_% 1. The share options are either vested immediately and exercisable

T_FMANBRE=ST—=
FMA\H IEER T AT
KAOMIERE TE_TT=
FMNAAE ZTT=F - =
ZENER-_TTZRF—HA—
BEE-_Z——FMANAI
HAR T LATTfE ©

2. WEEASHEE TE-F
THF - —FEAFR-FF
tF—A+=ARE=2—N
B+ = BRI T -

from 9th April, 2002 to 8th April, 2012 or vested in 4 tranches
and exercisable on 9th April, 2002, 1st January, 2003, 2004 and
2005 to 8th April, 2012.

2. The share options are vested in 3 tranches and exercisable on
13th January, 2005, 2006 and 2007 to 12th January, 2014,
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On 1st December, 2008, the Company adopted a share
repurchased cash award scheme (the “Incentive Award Scheme”)
in which selected employees of the Group or investee companies
(being any company in which the Company directly or indirectly
owns 5% or more attributable equity interests and in calculating
the percentage interest so attributed (the “Investee Company”),
the percentage interest held in the Investee Company shall be
multiplied by the percentage interest in each level of entity through
which such interest is held by the Group), are entitled to participate
in the Incentive Award Scheme pursuant to the scheme rules.

The purpose of the Incentive Award Scheme is to recognise and
motivate the contribution of certain employees and to provide
incentives and to enable the Group and the Investee Companies
in retaining its existing employees and recruiting additional
employees and to provide them with a direct economic interest in
attaining the long-term business objectives of the Company. Unless
early termination by the Board, the Incentive Award Scheme shall
be valid and effective for a term of 10 years commencing on the
adoption date. The maximum aggregate numbers of award shares
which can be awarded under the Incentive Award Scheme and
to a selected employee throughout its duration are limited to 5%
and 0.5% respectively of the issued share capital of the Company

from time to time.

Pursuant to the rules of the Incentive Award Scheme, the Company
has appointed BOCI-Prudential Trustee Limited as trustee (the
“Trustee”), pursuant to which existing shares will be purchased
by the Trustee from the market out of cash contributed by the
Group and be held in trust for the relevant selected employees
until such shares are vested with the relevant selected employees
in accordance with the provisions of the Incentive Award Scheme.
A total of 70,000,000 shares were purchased at an aggregate cost
of approximately HK$253,999,000 (including transaction costs) on
7th April, 2009, representing approximately 4.95% of the issued
share capital of the Company as at date of acquisition and held by
the Trustee. The Company does not intend to purchase any further
share under the Incentive Award Scheme.
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On 16th March, 2010, the Company amended the Incentive Award
Scheme such that cash instead of award shares will be awarded
under the Incentive Award Scheme. The Company will utilize the
proceeds generated from disposal of the award shares held by
the Trustee for the awards made under the 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.

On 20th April, 2011 and 7th September, 2011, upon the approvals
of the Remuneration Committee, the Company granted 2 batches of
4,831,585 award shares and 2,909,911 award shares respectively,
totalling 7,741,496 award shares which vested immediately. During
the year, the Trustee disposed of these award shares which
generated a net proceeds of HK$91,489,000, and distributed these
to selected employees including 3 executive directors. Details of
the movement during the year of the award shares held by the
Trustee are as follows:

REBROEE
Number of
award shares

RZZEZNEFNALHEE Purchased on 7th April, 2009 70,000,000
R-E—ZTERERHE Granted and disposed of during 2010 (1,818,000)
RZZTE——F—A—HOEH Balance as at 1st January, 2011 68,182,000

——ERERHE Granted and disposed of during 2011 (7,741,496)
R-E——F+=-A=+—HN&EH% Balance as at 31st December, 2011 60,440,504
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The Company has entered into certain connected transactions with
connected persons, details of which are set out bellow:

On 22nd July, 2011, the Company entered into a share purchase
agreement with, amongst others, Powerfaith, a wholly-owned
subsidiary of CRH, the substantial and controlling shareholder of
the Company, to acquire the entire issued share capital of Wang
Gao Limited, an indirect wholly-owned subsidiary of CRH with
7 city gas projects, for a consideration of HK$1.71 billion. The
consideration was satisfied by the issue of 161,174,785 shares
of the Company at HK$10.6096 per share. The acquisition was a
discloseable and connected transaction of the Company under
the Listing Rules and completed on 2nd September, 2011 upon
obtaining necessary shareholders’ approval and the fulfillment
of all necessary conditions. The closing price of the shares has
increased on completion date and the consideration became
HK$1.93 billion based on fair value for accounting purpose.

During the year, members of the Group have entered into ongoing
connected transactions with connected persons, details of which
are subject to the reporting requirements under rule 14A.46 of the
Listing Rules and are summarised herein below. The Company’s
auditor was engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with reference
to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The
auditor has issued an unqualified letter containing findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group as below in accordance with Main Board
Listing Rule 14A.38. The Independent Non-executive Directors
have reviewed the ongoing connected transactions and confirmed
that the ongoing connected transactions have been entered into:

(i) in the ordinary and usual course of business of the Group;
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(i)

(iii)

(iv)

(v)

on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Group
than terms available to or from (as appropriate) independent
third parties and on arm'’s length basis;

in accordance with the relevant agreement governing them;

on terms that are fair and reasonable and in the interest of
the shareholders as a whole; and

without exceeding the relevant cap disclosed in previous

relevant announcements.

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules

for the year ended 31st December, 2011.

Details of the above-mentioned ongoing connected transactions are

summarized as follows:

Sale and Purchase Agreement

Purchase of natural gas by a number of subsidiaries
of the Company from Shanxi Natural Gas Limited* (I
TRAFAMD BRAF]), a limited liability company
established in the PRC and is the substantial
shareholder of these subsidiaries of the Company
namely, Yangquan China Resources Gas Limited,
Datong China Resources Gas Co., Ltd, Hongdong
China Resources Hengfu Gas Co., Ltd., Huozhou
China Resources Gas Co., Ltd.* and Yangqu China
Resources Gas Co., Limited respectively.

Strategic Cooperation Agreement

Placing of deposits with Zhuhai City Commercial
Bank Co., Ltd., (“Zhuhai Commercial Bank”), a
municipal bank headquartered in Zhuhai, in which
China Resources Co., Limited (“CRC”) has a
controlling interest. CRH, the Company’s controlling
shareholder, is a subsidiary of CRC.

The interest on the deposits are based on the same
interest rate and on the same term and conditions
as apply to a similar deposit made by any other
customer of Zhuhai Commercial Bank, which rates
are determined by the Peoples’ Bank of China.

* Name translated for reference purpose only
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SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, the Directors and chief executive of the

Company are not aware that there was any party (other than a Director

or chief executive of the Company), who, as at 31st December, 2011

had an interest or short position in the shares and underlying shares of

the Company which would fall to be disclosed to the Company under

the provisions of Divisions 2 and 3 of Part XV of the SFO or which were
recorded in the register maintained by the Company pursuant to Section

HIAAE 336 of the SFO:
RAEXTNHEE Long position in the Company
PRt
BEAL
HREKR RABE  Aggregate
BRREE 54 g Long or Number of  percentage
Name of shareholder Capacity Nature of interest short position shares  of interest’
CRH (Gas) Limited ERBAA ERABA e 1,407,828,991 70.66%
([CRH Gas] )? Beneficial owner Beneficial interest Long position
ZHEE? REHR AR NGIL HE 1,411,360,991 70.84%
CRH? Controlled company's interest Corporate interest Long position
CRC Bluesky Limited REHI AR R REER e 1,411,360,991 70.84%
([CRC Bluesky] )? Controlled company'’s interest Corporate interest Long position
ERROBERLR (EBERG): REHNAFANES DAl A 1,411,360,991 70.84%
China Resources Co., Limited Controlled company’s interest Corporate interest Long position
(“CRCL"?
PEEREAR ((TEEHE])? R A DAl 35 1,411,360,991 70.84%

China Resources National Corp.
(“CRNC")?

Bl

Controlled company'’s interest

Notes:

Corporate interest

—_

WAR-T——F+ -_A=1+—HFH
B FRBEEARE 2D EITEA
WEDL -

CRH GaskCommotra Company
Limited% Bl 74 4 2 7]1,407,828,991 % i&
15 %3,532,000/% % 7 B H g -
ZMRARAEREENZENBR
Al FEL - FHEBEBRBERRARN
1,411,360,9910& B 17 R HE B 2 o ZEH
£ E ACRC Bluesky® 2 &M E A A -
EMBERRNEERS - ERRMHIA
FEEENZEMBAR - Bt - BEE
+ CRC Bluesky * ZEE g7 & 4 B H
WARVER AR A 7#91,411,360,991 4% ik 5
hEERER

Long position

1. This represents the percentage of aggregate long position in shares to the
total issued share capital of the Company as at 31st December, 2011.

2. CRH Gas and Commotra Company Limited directly interested in
1,407,828,991 shares and 3,532,000 shares in the Company respectively
and both companies are wholly-owned subsidiaries of CRH. CRH is therefore
deemed to be interested in 1,411,360,991 shares of the Company. CRH is a
wholly-owned subsidiary of CRC Bluesky, which is in turn wholly-owned by
CRCL. CRCL is a wholly-owned subsidiary of CRNC. So, CRH, CRC Bluesky,
CRCL and CRNC are therefore deemed to have interest in 1,411,360,991

shares of the Company.
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On 15th February, 2011, the Company, as borrower, entered into a
facility agreement with a bank in relation to a HK$800 million 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 five years from
the date of the facility agreement.

On 11th July, 2011, the Company, as borrower, entered into a facility
agreement with a bank in relation to a HK$800 million 5-year term
loan facility. The facility is unsecured and interest bearing with any
outstanding amount to be repaid in full on the date falling five years
from the date of the facility agreement.

Pursuant to the aforesaid facility agreements, the controlling shareholder
of the Company, China Resources (Holdings) Company Limited 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.

Other than as disclosed in this report, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company’s
shares during the year.

There are no provisions for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights under
the laws of Bermuda.

Based on the information that is publicly available to the Company and
within the knowledge of its Directors, as at the date of this annual report,
there is sufficient public float of not less than 25% of the Company’s
issued shares as required under the Listing Rules.

The financial statements for the year have been audited by Messrs
Deloitte Touche Tohmatsu. A resolution will be submitted to the
forthcoming annual general meeting of the Company to re-appoint
Messrs Deloitte Touche Tohmatsu as the auditor of the Company.

On behalf of the Board

CHINA RESOURCES GAS GROUP LIMITED
Chairman

MA GUOAN

Hong Kong, 13th March, 2012
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Independent Auditor’s Report

TO THE SHAREHOLDERS OF
CHINA RESOURCES GAS GROUP LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China
Resources Gas Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 83 to 219,
which comprise the consolidated statement of financial position as at
31st December, 2011, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view 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, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

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, and for no other purpose. We do not assume 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 about whether the consolidated financial statements are free
from material misstatement.
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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 of the consolidated financial statements that
give a true and fair view 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.

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31st December, 2011,
and of its 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.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
13th March, 2012
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2011 2010
FHExT FHET
HK$°000 HK$'000
Mo 5E (&%)
NOTES (Restated)
] Turnover 8 13,506,632 9,331,482
SHERA Cost of sales (9,534,172) (6,593,739)
EF Gross profit 3,972,460 2,737,743
HAb A Other income 447,703 226,032
SHERDHAX Selling and distribution expenses (1,083,752) (640,283)
THRAX Administrative expenses (1,229,354) (890,448)
2,107,057 1,433,044
B TS AR Finance costs 9 (76,809) (81,599)
FEMREE DRI ¥EE Share of results of associates 117,454 15,524
B A Profit before taxation 2,147,702 1,366,969
1A Taxation 10 (551,294) (328,785)
F R F Profit for the year 11 1,596,408 1,038,184
FREMEERA Other comprehensive income for
the year
BREEENELZME Exchange differences arising
on translation 554,754 264,302
A EIRERN AT EEE Fair value loss on available-
for-sale investments - (2,160)
FEMREE AR EmEEmKRA Share of other comprehensive income
of associates 50,707 3,663
605,461 265,805
FREEMB AL Total comprehensive income for the year 2,201,869 1,303,989
AR AL EEFEREF Profit for the year attributable to:
KARER A Owners of the Company 1,200,473 786,676
JEFE R 2 Non-controlling interests 395,935 251,508
1,596,408 1,038,184
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2011 2010
FExT FAET
HK$’000 HK$'000
k=3 (E71)
NOTES (Restated)
IATALTREEFER Total comprehensive income for the year
PHERAEEE attributable to:
RAREER A Owners of the Company 1,743,901 1,033,237
FEFERR Non-controlling interests 457,968 270,752
2,201,869 1,303,989
BT T
HK$ HK$
(&%)
(Restated)
HRAEF Earnings per share
AR Basic 14 0.66 0.54
5 1 Diluted 0.66 0.54
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Non-current assets
Property, plant and equipment
Prepaid lease payments
Investment properties
Interests in associates
Available-for-sale investments
Goodwill
Operating rights
Deferred tax assets
Deposit for operating rights
Deposit for prepaid lease

payments

Deposit for investments

Current assets
Inventories
Trade and other receivables

Amounts due from customers
for contract work
Prepaid lease payments
Amounts due from
fellow subsidiaries
Pledged bank deposits
Bank balances and cash

Current liabilities
Trade and other payables

Amounts due to customers for
contract work

Amounts due to fellow
subsidiaries

Government grants

Bank and other borrowings

Taxation payable

Net current assets (liabilities)

f
NOTES

15
16
17
18
19
20
21
31

22

23

24
16

25

26
26

27

24

25

28
29
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31.12.2011
FBR
HK$’000

10,554,637
844,531
26,701
1,642,728
28,493
589,579
728,953
121,274
61,675

29,564

14,628,135

412,178

2,713,646

618,509
35,689

89,581
17,891
6,889,999

10,777,493

4,068,037

3,153,842

213,536
1,181
1,536,083
196,146

9,168,825
1,608,668
16,236,803

CHINA RESOURCES GAS GROUP LIMITED

e M BRI R

Consolidated Statement of Financial Position

—E—FF
+=—A=+—H
31.12.2010
TFHET
HK$’000
(E%)
(Restated)

9,100,672
850,292
11,647
85,249
47,795
527,253
716,384
132,188

9,776

11,481,256

268,709

1,771,264

398,319
33,723

103,558
14,875
6,707,419

9,297,867

3,666,749

1,658,615

963,731

6,645
534,199
160,375

6,990,314
2,307,653
13,788,809

RZE——F+=-A=+—8

—E—FF
—A—H
1.1.2010
TR
HK$'000
(E31)

(Restated)

4,652,574
302,489
11,358
21,733
28,5622
226,991
668,963
58,575

44,273
1,321,423

7,336,901

200,148

826,381

264,723
13,983

282,677
19,262
3,111,831

4,719,005

2,220,869

839,042

726,061
1,022
1,356,689
70,096

5,213,779
(494,774)
6,842,127
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31.12.2011 31.12.2010 1.1.2010
FHERT T T
HK$’000 HK$'000 HK$'000
B 5E (E5)) (&%)
NOTES (Restated) (Restated)
BN EE Capital and reserves
A& A Share capital 32 199,227 183,109 141,442
& Reserves 7,903,226 5,648,428 2,350,723
RAEEER ARG Equity attributable to owners
of the Company 8,102,453 5,831,537 2,492,165
JEIE R A 25 Non-controlling interests 2,516,094 2,152,375 966,918
10,618,547 7,983,912 3,459,083
Bl EIN= Non-current liabilities
BISfHEE Government grants 28 69,268 57,895 13,349
WITREMEE Bank and other borrowings 29 4,963,513 5,156,274 1,391,800
HEiREEE Other long-term liabilities 30 194,567 124,287 115,092
EANIEES D= NGIE S Amount due to a fellow
subsidiary 25 - - 1,600,000
EEFIEAE Deferred tax liabilities Sl 390,908 466,441 262,803
5,618,256 5,804,897 3,383,044
16,236,803 13,788,809 6,842,127




For the year ended 31st December, 2011

E-T——F+-A=+—HILtFE

KAREEAES
Attributable to owners of the Company
AREHE
KEZRH
Shares  REEfE
BRERE  held for i FERER
BE  BMAE  AABH  EABE  ENBE  Share incentive Investment HMEE AHEE RBEA Non-  BA#E
Share  Share Contributed  Capital Translation ~ option  award revaluation Other  Merger  Retained it controlling Total
capital  premium  surplus  reserve  reserve  reserve  reserve  reserve  reserve  reserve  profits Total interests equity
Tér TEn TEr  TEr  TEr T TAr  TEr  TEr  TEr TR A TEn TEn
HKS000  HK$000  HKS000  HKS000  HK$000  HK$000  HKS000  HK$000  HKS000  HK$000  HKS000  HKS000  HK$000  HK$000
(Fiita)  (Hilb) (Fiite)  (Fita)
(Notea)  (Note b) (Notec)  (Note d)
R-B-FE—F-8 (RE2J)) At 1st January, 2010, as previously restated 141,442 3,750,691 - 36361 154256 13436 (253999) 2160 141464 (2821,102) 940204 2424913 732605 3157518
HREHEBNER Effect of business combination of entties
alvE (i) under common conirol (Note 2) - - - - 97 - - - 4% - B4 67250 234313 301565
R=2-%F—F-A (&) At 1st January, 2010, as restated 141442 3,750,691 - 36361 164050 13436 (263,999) 2160 146448 (28211020 992678 2492165 966,918 3459083
FhEF Proftfor the year - - - - - - - - - - 76T 78666 51508 103184
BEELNEZE Exchange differences arising on translation - - - - 245068 - - - - - - 5058 19244 264302
AHHERENLTEEE Fair value loss on avallable-for-sale investments - - - - - - - (2160) - - - (2160) - (2160)
[EEBEAREHREHRA Share of other comprefensive
income of associates = = = = 3,663 = = = = = = 3,663 = 3,663
FREHZERA Other comprehensive income for the year - - - - gt - - (2160 - = - 561 19244 265805
FR2ENAEE Total comprehensive income for the year - - - - U8 - - (2,160) - - 786676 1033237 270752 1,303,989
BERR Placing of shares 23000 2,449,500 - - - - - - - - - 2472500 - 2472500
RABAREHEER Issue of shares upon combination of enifies
BRI (Hi32(p)) under common control (Note 32(b)) 18,665 2202490 - - - - - - - (2201,155) - - - -
BARGEY Share issue expenses - (14275 - - - - - - = B - (14275 - (1425
TERREREAHRG Shares issued upon exercise of share options 2 194 - - - - - - - - - 19 - 1%
WERBAT (3s5) Acquisttion of subsidaries (Note 35) - - - - - - - - = B = - 6166% 616636
WERHBARNE bR Acquisiion of additionel interest in subsiciares - - - (T403) - - - - - - - (T40%)  (1640) (75672
WERERHERE (Hit36) Acquistion of jointly controlled
entities (Note 36) - - - - - - - - - - - - 62463 62463
Ui R BRI (W5E36)  Discount on acquisiion of
jointly controlled entities (Note 36) - - - 1949 - - - - - - - 19490 - 19490
L& ARET IR 2R Disposal of shares held for
incentive award scheme = = = = = = 6,600 = = = 14,690 2129 = 2129
FaRELTE Capital contributon from
non-controlling interests - - - - - - - - - - - - 64525 2545%
SEHER Transfers between categories - - - - - - - B INZY) - (91740) B = B
EHRE Dividends paid - - - - - - - - - - (91990)  (91,990) - (919%0)
BRRZNERR Dividends paid to a fellow suosidiary which
(HERFARE) RE is  former sharefolder of subsidiaries - - - - - - - - - - (r04)  (1044) - (2n0m)
DHMBARARESRE  Dividends paid to non-controling
interests of subsidiaries - - - - - - - - - - - - (17219 (17,219
R-E-FF+-A=1-R At 31t December, 2010 183,109 8,388,600 - 01819 41271 13436 (247,399) - 238188 (5042257) 1583270 5831537 2152375 7,983912
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KAREEAES
Attributable to owners of the Company
BREHE
KEZRH
Shares ~ REEf
BRERE  held for i FERER
BA  RGEE SAR%  EAEE  EXBHE  Share incentive Investment HfthE  AKEE REEA Non-  BA#E
Share  Share Contributed  Capital Translation ~ option ~ award revaluation Other  Merger  Retained it controlling Total
capital  premium  surplus  reserve  reserve  reserve  reserve  reserve  reserve  reserve  profits Total interests equity
Tér TEr TEr TEr  TEr T  TAr TR TEr TR TR TEr  TEn TEn
HKS000  HK$000  HKS000  HKS000  HK$000  HKS000  HKS000  HK$000  HKS000  HK$000  HKSO000  HKS000  HK$000  HK$000
(Wta)  (Hitb) (Mike)  (Hitd)
(Notea)  (Note b) (Notec) ~ (Note d)
Egh| Profit for the year - - - - - - - - - - 1200473 1200478 395935 1,596,408
BERENEZE Exchange differences arising on translation - - - - 49721 - - - - - - 4271 62033 554754
[EEBEAA Share of ather comprehensive
Efb2ERA income of associates - - - - 50707 - - - - - - a7 - a7
FREMBZERA Other comprefensive income for the year - B - - 543428 B = = = = - 543428 62033 605461
FR2ERAEE Total comprehensive income for the year - - - - 543428 - - - - - 1200473 1743901 457968 2201869
FERERTE Captal contriouton from non-controling interests - - - - - - - - - - - - BT 227
RABAREHEER Issue of shares upon combination of
BRI (Hia2() entities under common control (Note 32(c)) 16,118 1914756 - - - - - - - (1.930874) - - - -
WERBAT (H3s5) Acquisition of subsidiaries (Note 35) - - - - - - - - = B = - 69613 69613
WERHBARNE bR Acauistion of additional interest in a subsidary - - - (5083 - - - - = - - (5083%) (131081) (181919
RARRIHERD Loss of jointly conirol over a jointly
RRHIE (i) controlled ety (Note 37) - - - - (32169 - - - (1669) - 3383 - (54652 (54652
ResEEL Arising from group reorganisation - - - - - - - - - 660613 - 660613 - 660613
HERREHE Disposal of shares held for incentive
Rk award scheme - - - - - - 8101 - - - 63388 91489 - 91489
SEEER Transfers between categories - (7,388,600) 7,388,600 - - - - - 196,045 - (196,045) - - -
BiRE Dividends paid - - - - - - - - - - (174249)  (174,249) - (174249
BRHEAR Dividends paid to non-controling
FERERRS interests of subsidiaries - - - - - - - - - - - - (43068)  (43%)
RZF—%+ZA=+-R At 31t December, 2011 199227 2914756 7388600 250981 924,034 13436 (219.298) - 432564 (6312518) 2510671 8102453 2516094 10,618,547
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For the year ended 31st December, 2011

BE-T —Ft-ASt-ALEE

Notes:

(a)

(b)

(c)

(d)

Pursuant to the approval of a special resolution at the special general
meeting of the Company on 30th May, 2011, the amount of HK$7,388,600,000
standing to the credit of share premium has been reduced and transferred
to the contributed surplus. The contributed surplus is a distributable reserve
and will be used for payment of dividends and for such other purposes as
allowed by the Companies Act 1981 of Bermuda.

Capital reserve arises from (a) discount on acquisition of jointly controlled
entities from an intermediate holding company and fellow subsidiaries of the
Group in prior years and (b) the difference between the amount by which
the non-controlling interests are adjusted and the consideration paid for the
acquisition of additional interest in subsidiaries.

Other reserves comprise general reserve, statutory surplus reserve,
enterprise expansion fund, statutory public welfare fund and discretionary
surplus reserve of subsidiaries established in People’s Republic of China
(the “PRC”).

General reserve is appropriated each year on the basis of 5% to 10% of the
profit after taxation of certain subsidiaries as determined by their board of
directors in accordance with the Articles of Association of the subsidiaries.
This reserve should only be used for making up losses, capitalisation into
capital and expansion of production and operation.

Merger reserve represented the difference between (i) the cash consideration
paid, deemed distribution to a fellow subsidiary and shares issued by the
Company; and (ii) the amount of issued capital and premium of the combined
entities under group reorganisations.
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Consolidated Statement of Cash Flows

For the year ended 31st December, 2011 HE-_ZT——F+-_A=+—HILFE
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