CHINA GAS HOLDINGS LIMITED

Corporate governance refers to the system by which corporate
affairs are directed and managed. The corporate governance
structure specifies the distribution of rights and responsibilities
among different parficipants in the corporation, such as, the
board, managers, shareholders and other stakeholders, and
clearly defines the rules and procedures for making decisions
on corporate affairs and through monitoring performance to
aftain the Company’s objectives. Fundamentals of good
corporate governance include timely and reliable financial
reporting, fransparent and efficient management.

The Board of Directors (the "Board”) and the management
of China Gas Holdings Limited are committed to high
standards of corporate governance.

Board Matters

The primary role of the Board is to protect and enhance
long-term shareholder value. The Board is responsible for
setting overall strategy for the Group, overseeing fthe
businesses and affairs of the Group and monitoring the
performance of the management.

The Board currently consists of nine directors of which five
are executive directors, one is non-executive director and
three are independent non-executive directors. Their names
and positions are as follows:
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Name of Director
Executive Directors

Mr. Li Xiao Yun
Mr. Xu Ying

Mr. Liu Ming Hui
Mr. Zhu Wei Wei
Mr. Ma Jin Long

Non-Executive Directors

Mr. Feng Zhuo Zhi

Mr. Zhao Yu Hua

Dr Mao Er Wan

Ms. Wong Sin Yue Cynthia

Position

Chairman
Vice-Chairman
Managing Director
Executive Director
Executive Director

Non-Executive

Independent Non-Executive
Independent Non-Executive
Independent Non-Executive
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With one-third of the members of the Board are
independent, the Board is able to exercise independent
judgment on corporate affairs and provide the
management with a diverse and objective perspective on
issues. The Board considers that all of the independent non-
executive directors are independent and each of the
independent non-executive directors has provided an
annual confirmation of his/her independence fo the
Company pursuant to the requirement of the Listing Rules.

There is a clear separation of the roles and responsibilities of
the Chairman and Managing Director and the two positions
are held by ftwo different members of the Board. The
Chairman, though who is an executive director, is not
responsible for daily business operation but he is responsible
for the Company’s overall strategic planning and to ensure
the effectiveness of the Board. The Managing Director, on the
other hand, is responsible to the daily operation of the
Group and the running of the Group’s business.

Directors are expected fto attend board meetings and
meetings of committees on which they serve and to spend
the time needed and meet as frequently as necessary to
properly discharge their responsibilities. Meeting agenda of
the board meeting or committee meeting is generally
distributed at least seven business days before the meeting
date whereas the relevant board papers are generally
distributed in writing to the directors at least three days in
advance of the meeting for review by the directors. Sensitive
subject matters may be discussed at the meeting without
written materials being distributed in advance or at the
meeting.

New director to the board is provided with appropriate
briefings. In order to ensure our directors to be well-
equipped, the Company is periodically provided materials or
arrange for outside preparation for all directors on subjects
that would assist them in discharging their duties.
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Pursuant to the bye-laws of the Company, at each annual
general meeting ("AGM"), one-third of the directors shall
retire from the office whilst the Chairman and Managing
Director shall not be subject to retirement by rotation or fo
be taken in deftermining the number of directors to retire in
each year. The retired directors should be those who have
been the longest in the office since their last re-election. New
director appointed by the Board during the year shall hold
office until the next following AGM. The newly appointed
director shall not be taken into account in determining the
number of directors who are to retire by rotation at that AGM.
All retiring directors are eligible for re-election at each AGM
of the Company. Non-executive directors are not appointed
for a fixed term but they are subject to retirement by rotation
and re-election at AGM in accordance to the Bye-laws of the
Company.

Analysts’ reports and the relevant articles on the Group are
forwarded to the directors on an on-going basis as and
when received. Contacts details of the Group’s senior
management and the company secretary are provided so
as fo facilitate access. Besides, each director has the right to
seek independent professional advice concerning any
aspect of the Group’s operations and undertakings in order
to fulfill their duties and responsibilities as directors. The cost
of such professional advice will be borne by the Company.

In order to ensure that the Board is able to fulfill its
responsibilities, the Board has established and delegated
specific responsibilities to the following committees:

1. Executive Committee
2. Audit Committee
3. Remuneration Committee

Other ad-hoc committees can be formed from time to time
to look into specific areas as and when the need arises.
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The principle functions of each of the above committees are
as follows:

Executive Committee

The executive committee provides overall strategic
direction to the management, to monitor the
operations of all business units and to ensure that
funding is adequate for the Group’s investment
projects. The members of the committee included the
Vice-Chairman, Managing Director and two executive
directors. The committee meets as and when required
to discuss the daily operations and affairs of the
Group. Besides, a committee comprising two of the
executive directors was set up to approve the issue
and allotment of shares under the share option
scheme of the Company when exercise of share
options arose. In order to further assist the executive
committee, sub-committees are formed which
including executive directors and senior
management of which they are performing key
operational and functional areas and they report to
the Managing Director regularly.

Audit Committee

Audit committee consists of all independent non-
executive directors. The main responsibility of the
audit committee is fo review with the external auditors
and the management, the Company’'s general
policies and internal financial control procedures. It
also reviews half-yearly and annual results
announcements as well as the financial statements of
the Group before they are submitted to the Board for
approval. The audit committee also recommends the
appointment and re-appointment of the Company’s
external auditors.

The audit commifttee had met two times during the
financial year ended 31 March 2005 to review the
inferim and annual results of the Group.
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3. Remuneration Committee

The remuneration committee consists of all
independent non-executive directors and one
executive director. The principal responsibilities of the
remunerafion committee are to approve and fo
recommend to the board the remuneration policy,
compensation policy, structure for directors and
senior management and on the establishment of a
formal and transparent procedure for developing
such policies. It also ensures that no directors or any
of his/her associates is involved in determining his/
her own remuneration.

Directors’ securities transactions

The Group has adopted Model Code set out in Appendix 10
of the Listing Rules.

The Board confirmed that for the financial year ended March
31, 2005, all of the directors of the Company have complied
with the Model Code set out in Appendix 10 of the Listing
Rules.

Communications with shareholders

The Board is accountable to the Company’s shareholders for
the performance and activities of the Group and is very
much aware of maintaining good relations and
communications with all its shareholders. Information is
communicated to shareholders on a timely basis through
corporate announcements, annual reports, interim reports,
half-year and full-year announcements and circulars. The
Board recognises that the Annual General Meeting ("AGM")
provides a principal forum for dialogue with shareholders.
The notice of the AGM is dispatched to the shareholders of
the Company, together with explanatory notes or a circular
on items of special business, at least 21 calendar days
before the meeting. The Board welcomes questions from
shareholders who have an opportunity fo raise issues either
formally or informally before or at the AGM.
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Separate resolution for each substantially issue, including
the election of director, is proposed at a general meeting.
Details of the poll voting procedures and rights of
shareholders to demand a poll are included in the
Company’s circulars.

During the financial year ended 2004, there was no other
significant changes made in the Company's bye-laws
except for those amendments which were in compliance
with the change in Listing Rules and Securities and Future
Ordinance which took effect in April 2004.

Investors Relations

The Board acknowledged the importance to establish good
relationship with analysts and investors. The Company has
established a channel for communication with institutional
investors and analysts. During the financial year, there are
regular site visits, luncheons, telephone conferences and
non deal roadshow with analysts and investors fo update
them on the latest business development of the Group.
Public are welcome to give their comments and make their
enquires through the Company’'s website (www.
chinagasholdings.com.)
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