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Company Background

A subsidiary of the Hong Kong and China Gas Company, Towngas
China is a Sino-Hong Kong gas enterprise in the Mainland. We set up
base in the Mainland in 1994 and, in just over two decades, we have
built a vast network of nearly 100 joint ventures (JVs) in 18 provinces
serving ten million customers. Towngas China’s Vision is to be Asia’s
leading gas supplier and service provider. Our Mission is to provide
our customers with a safe, reliable supply of gas and the caring,
competent and efficient service they expect and deserve, while working
to preserve, protect and improve our environment. Capitalising on over
150 years of solid, professional experience in Hong Kong, we aim to
provide leadership to the gas industry in Mainland China, with a
distinctive socially responsible approach, while maintaining

commercial viability of our operations.

Leadership

Considering the vast geographic spread and the cultural diversity in
China, managing and synchronising operations in nearly 100 different
locations is a challenging task. Towngas China has successfully
transformed the widespread JVs into a unified entity with its unique
Blue Chip Management DNA. The management team at the Hong
Kong and Shenzhen headquarters provides leadership from social,
financial, operational, technological and quality perspectives. It has
succeeded in creating a company known for the excellent quality of
its services and products and has also elevated the average standards

of the entire city gas industry.

Corporate social responsibility, particularly in the context of emergency
or gas safety related situations, is viewed as a core function. Realising
that adequate literacy levels and public awareness in areas where we

operate is the best way to ensure safety, Towngas China provides

2] iy

5 TR SR A s R S S BR s AL R
1 LT A A N Hl R R
B - BRSO o FRAMA 1994 47 i
R Ty 208RAEM RO TR ARG E
AN B RIS E B KT &
5o W EERR Y AR A B R —
6 1) T2 T BE VR AL R e R B R MR ES P o T
FRAM 4 {1 A 2 2 % 5 A IR 22 4 ] BE A R
S0 BB YD - RN AR R
o [ REBUH) R o e i35 IR BT - FRAM #E
EAERW 150 SR 2R S - B
SE TE TN b 3R T R SR T SE R SECE LAY - 7E

BRI F > A TEAT A R
1T -
HEA

w5 e B e R L A 200 > A R R B
A S T T 1 £ SR L Bk B o s HE IR
S [ A B DNA SR - A%
A A5 A BN RV A B B L B
A MCETS BRI AR E o A S I
IR ERK > RO E - KT EHE
A Bl B RS £ T R R
3o (o A 8 D PR R RO % 7 o AR R
K FETHRRATHERERIE o

F A A A S AL & TAE /3 4 F A9 EE B
o OLHEHMEKENLEF HR%Z
o WA B B BB i S KA R
sl A R 22 A (Y B R U7 i o TR IS R

~
O
O
@
)
]



Report Summary — Grand Award

A — KB

education for young children in remote areas and as many as 3,500

volunteers participate in social support activities at a local level.

Strategy

Towngas China’s business strategy rides on Mainland China’s
commitment to a cleaner environment and better living standards for

its citizens, and to fueling industrial and economic growth.

Organic growth is fostered by providing tailor-made solutions to
different customers and building long-term partnerships with
customers, government and other stakeholders. SWOT analysis is
carried out for each JV and growth trajectories are aligned with the
overall corporate strategy, seamlessly cascading all initiatives to

regional and JV levels.

Customers

Towngas China has earned a name for providing high quality, customer-
oriented, professional and efficient service. Though about 80% of
revenue comes from commercial and industrial customers, a small
household is as important as a large company buying gas worth millions
of RMB. Call centres operate 24x7 to resolve any customer issues.
Towngas China works with industrial customers to plan and anticipate
growth in their consumption in the near and medium terms. Commercial
and industrial customers are encouraged to switch from coal to gas by

offering them economically viable propositions and solutions.

Measurement, Analysis and Knowledge Management

Towngas China goes to great lengths to measure the performance of
its JVs, keep its knowledge base growing and implement its Four Foci
(Finance, Market, Process & Safety and Learning & Development) in
a balanced manner. The mindsets of those running newly acquired or
set-up JVs are guided by emphasising the need to measure and improve

performance in terms of 16 well-defined KPIs which cover performance,
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innovation and technological advancement. Emphasis is placed upon

use of information technology for data collection, analysis and action.

Workforce

The omnipresent Towngas China culture has taken shape largely
because of the company’s focus on its workforce, which passionately
maintains Service and Quality standards. Nearly 70% of JVs have less
than 100 employees and therefore we gently guide the diverse mindsets
into a common mainstream that assures all employees fair opportunities
for career growth. Our performance rewards are not only just and
equitable but are also seen to be so by the employees. Our developmental
and well-orchestrated approach towards employees is generally able
to do away with the need for any retrenchments in new JVs. The reason
our Blue Chip Management DNA has flourished over the years is that
we meticulously ensure synergy between Hong Kong and Mainland
staff, as well as across J Vs in different parts of the Mainland. With our
fair and transparent HR policies, our overall attrition rate is less than
5% and is less than 1% at management level, which in itself ensures

loyalty and smooth operations.

When acquiring new JVs, we rigorously adhere to a policy of no
redundancy by redeploying surplus staff to new business or regular
safety inspection. This culture of harmony creates trust and respect for
all stakeholders.

Operations

Our top priority continues to be “safe operations” with uncompromising
standards of safety. Towngas China continues educating its customers

to ensure that they are part of the safety performance of the system.

Maintenance and operational efficiency are assured in advance by
anticipating future demand. Over 90% of materials are purchased by
JVs through joint purchasing contracts which facilitates cost

management, quality control and adherence to business ethics. In fact,
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the process of transference of best practices to new JVs has become
so smooth that it is now viewed as a “repeatable, teachable process”.
Towngas China has had a strong influence as a “standard setter” in the

industry and as a change agent for public safety awareness.

Results

The well-thought-out systems and procedures devised by corporate
leadership have also yielded sterling financial results. During the five
years to 2014, revenue increased 1.7 times, net profit rose three times
and earnings per share increased two times. Since 2014, we have been
converting over 300 coal-fired boilers into gas-based boilers every
year. Incidents of gas leakage have declined consistently and initiatives
have been taken to replace nearly 2,300 km of old pipelines. Towngas
China has played a leading role in defining national and industrial
standards and our Towngas Engineering Academy is authorised by the

government to accredit gas technicians.

Since Towngas China has always taken a holistic view of the interests
of all stakeholders, including the people we serve, it is not surprising
that our Chairman, Mr. Alfred Chan was recognised as one of the
World’s 100 Best Performing CEOs by Harvard Business Review,
2015. In addition, we received the “Company of the Year Award” in
2014 from the Energy and Utilities Alliance (EUA) & the Institution
of Gas Engineers and Managers (IGEM), United Kingdom, as well as
the “Hong Kong Corporate Governance Excellence Award” from The

Chamber of Hong Kong Listed Companies in 2013.
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