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(Incorporated in Bermuda with limited liability)

LAPSE OF THE SUBSCRIPTION AGREEMENTS

AND THE PLACING AGREEMENT

The Board announces that the Subscription Agreements and the Placing Agreement in relation to the proposed issue of the Convertible Notes by the Company have lapsed in accordance with their respective terms.

The board of directors (“Board”) of China City Natural Gas Holdings Limited (“Company”) refers to its announcement dated 9 May 2002 (“Announcement”) and its circular dated 25 May 2002 in relation to the proposed issue of the Convertible Notes by the Company. Terms used in this announcement shall have the same respective meanings as defined in the Announcement.

A number of the conditions precedent to the closing of the Subscription Agreements and the Placing Agreement were neither satisfied nor waived by the long stop date, being 30 June 2002. According to the respective terms of the Subscription Agreements and the Placing Agreement, these agreements have lapsed and the parties thereto, including the Company, Kingston Securities Limited, Hutchison International Limited and ITC Management Limited are released from all their respective obligations thereunder. The Company does not believe the lapse of the Subscription Agreements and the Placing Agreement has any impact on the Company as the Company originally intended to use the proceeds from such subscription for the Company’s general working capital or future investment or development of oil and gas projects or other suitable projects when opportunities are identified.

By Order of the Board

China City Natural Gas Holdings Limited

Wong Kui Shing, Danny

Director

Hong Kong, 2 July 2002
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Please also refer to the published version of this announcement in The Standard dated 3 July 2002.
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