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710065
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Corporation Trust Center
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Edgar Filing: China Natural Gas, Inc. - Form S-3/A

1



Copy to:
S. Eugene Buttrill III, Esq.

DLA Piper Hong Kong
40th Floor

Bank of China Tower
1 Garden Road, Central

Hong Kong
Telephone: +852 2103 0808

Rocky T. Lee, Esq.
DLA Piper Beijing Representative Office

20th Floor, South Tower
Beijing Kerry Center

1 Guanghua Road, Chaoyang District
Beijing 100020, PRC

Telephone: +86 10 6561 1788

Approximate date of commencement of proposed sale to the public: From time to time after this Registration
Statement becomes effective, as determined by market conditions and other factors.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.¨

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.¨

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.¨

If this form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box.¨

If this form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box.¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer x
Non-accelerated filer o (Do not check if a smaller
reporting company)

Smaller reporting company o
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Calculation of Additional Registration Fee(1)

Title of Each Class of Securities to be
Registered

P r o p o s e d
M a x i m u m
Aggregate
O f f e r i n g
Price(1) (2)
(3)

Amount  of
Registration
Fee(4)

Common Stock, $0.0001 par value per share — —
Preferred Stock, $0.0001 par value per share — —
Warrants — —
Units — —
TOTAL $ 60,000,000 $ 3,348

(1) There are being registered hereunder such indeterminate number of shares of common stock and
preferred stock, such indeterminate number of warrants to purchase common stock, and/or preferred
stock, and such indeterminate number of units as may be sold by the registrant from time to time,
which together shall have an aggregate initial offering price not to exceed $60,000,000 or its
equivalent in any other currency, currency units, or composite currency or currencies. The proposed
maximum offering price per unit will be determined, from time to time, by the registrant in
connection with the issuance by the registrant of the securities registered hereunder.  Any securities
regis te red  hereunder  may be  so ld  separa te ly  or  as  uni t s  wi th  the  o ther  secur i t ies
registered hereunder.

(2) Not specified as to each class of securities to be registered hereunder pursuant to General Instruction
II.D. to Form S-3 under the Securities Act.

(3) Subject to footnote (1), there are also being registered hereunder an indeterminate principal amount or
number of shares of common stock or preferred stock that may be issued upon conversion of, or in
exchange for, preferred stock registered hereunder or upon exercise of warrants registered hereunder,
as the case may be, or pursuant to the antidilution provisions of any such securities.

(4) Calculated pursuant to Rule 457(o) under the Securities Act, which permits the registration fee to be
calculated on the basis of the maximum aggregate offering price of all securities listed. A fee of
$3,348 was previously paid in connection with the filing of the initial registration statement on Form
S-3 on June 22, 2009 (Commission File No. 333-160150).

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which states that this Registration Statement shall
thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended, or until this
Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED.  WE MAY NOT
SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES AND
EXCHANGE COMMISSION IS EFFECTIVE.  THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE
SECURITIES AND IT IS NOT SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANY STATE
WHERE THE OFFER OR SALE IS NOT PERMITTED.

Subject to Completion, Dated  August 19 , 2009

PROSPECTUS

$60,000,000

CHINA NATURAL GAS, INC.

Common Stock
Preferred Stock

Warrants
Units

We may offer, issue and sell shares of our common stock, par value $0.0001, preferred stock, par value $0.0001,
warrants and units from time to time, in one or more issuances. This prospectus provides a general description of
offerings of these securities that we may undertake.  The aggregate public offering price of securities being offered
will not exceed $60,000,000.

Each time we sell shares of our securities pursuant to this prospectus, we will provide the specific terms of such
offering in a supplement to this prospectus. The prospectus supplement may also add, update, or change information
contained in this prospectus. You should read this prospectus and the accompanying prospectus supplement, together
with additional information described under the headings “Where You Can Find More Information” and “Information
Incorporated by Reference,” before you make your investment decision.

This prospectus may not be used to offer or sell our securities unless accompanied by a prospectus supplement. The
information contained or incorporated in this prospectus or in any prospectus supplement is accurate only as of the
date of this prospectus, or such prospectus supplement, as applicable, regardless of the time of delivery of this
prospectus or any sale of these securities.

Our common stock is listed on the NASDAQ Global Market under the symbol “CHNG”.  On August 18 , 2009, the last
reported per share sale price of our common stock was $ 9.00 .  You are urged to obtain current market quotations of
our common stock before purchasing any of the shares being offered for sale pursuant to this prospectus.

We may offer securities through underwriting syndicates managed or co-managed by one or more underwriters,
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through agents, or directly to purchasers. We and our agents reserve the sole right to accept and to reject in whole or in
part any proposed investment in our securities. The prospectus supplement for each offering of securities will describe
the plan of distribution for that offering.  For general information about the distribution of securities offered, please
see “Plan of Distribution” in this prospectus.

The mailing address and telephone number of our principal executive offices is Tang Xing Shu Ma Building, Suite
418, Tang Xing Road, Xi'an High Tech Area, Xi'an, Shaanxi Province, The People’s Republic of China, 710065;
+86-29-8832-7391.

Investing in the securities being offered pursuant to this prospectus involves a high degree of risk. You should
carefully read and consider the information set forth in the section of this prospectus titled “Risk Factors,” beginning on
page 4, when determining whether to purchase any of these shares.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus or any prospectus supplement is truthful or complete. Any
representation to the contrary is a criminal offense.

The date of this prospectus is _____________, 2009

1
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INFORMATION CONTAINED IN THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC,
using a “shelf” registration process. Under this shelf registration process, we may offer shares of common stock,
preferred stock, warrants or units described in this prospectus in one or more offerings up to a total dollar amount of
$60,000,000. This prospectus provides you with a general description of the securities we may offer. Each time we
offer such securities we will provide a prospectus supplement that will contain more specific information about the
securities offered. We may also add, update or change in the prospectus supplement any of the information contained
in this prospectus. This prospectus, together with applicable prospectus supplements, includes all material information
relating to this offering. Please read carefully both this prospectus and any prospectus supplement, together with the
additional information described below under the headings “Where You Can Find More Information” and “Incorporation
of Certain Information By Reference.” THIS PROSPECTUS MAY NOT BE USED TO CONSUMMATE A SALE OF
SECURITIES UNLESS IT IS ACCOMPANIED BY A PROSPECTUS SUPPLEMENT.

You should rely only on the information we have provided or incorporated by reference in this prospectus, any
prospectus supplement or any free writing prospectus.  No person has been authorized to give any information or to
make any representation not contained in this prospectus in connection with the offering of our securities and, if given
or made, no one may rely on such unauthorized information or representations.  This prospectus does not constitute an
offer to sell or the solicitation of an offer to buy these securities in any jurisdiction in which such offer or solicitation
may not be legally made.  Neither the delivery of this prospectus nor any sale made hereunder shall, under any
circumstances, create any implication that the information contained herein is correct as of any date subsequent to the
date hereof.  You should assume that the information in this prospectus or any prospectus supplement is accurate only
as of the date on the front of the document and that any information we have incorporated by reference is accurate
only as of the date of the document incorporated by reference, regardless of the time of delivery of this prospectus or
any sale of our securities.  In this prospectus and any prospectus supplement, unless otherwise indicated, “CHNG,” “the
Company,” “we,” “us” and “our” refer to China Natural Gas, Inc. and its subsidiaries.
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PROSPECTUS SUMMARY

This summary highlights information about us and the securities being offered by this prospectus.  This summary is
not complete and may not contain all of the information that you should consider prior to investing in our
securities.  You should read this prospectus, including all documents incorporated herein by reference, together with
additional information described under the headings “Where You Can Find More Information” and “Incorporation of
Certain Information by Reference.”

Our Company

We transport, distribute and sell natural gas to commercial, industrial and residential customers through our natural
gas pipeline networks in the Xi’an area, including Lantian County and the districts of Lintong and Baqiao, in Shaanxi
Province, PRC. We own approximately 120 km of high pressure pipelines in Xi’an, Shaanxi Province and, as of March
31, 2009, we own and operate 23 Compressed Natural Gas (“CNG”) fueling stations in Shaanxi Province and 12 CNG
fueling stations in Henan Province.

Our four primary business lines include: (1) the distribution and sale of Compressed Natural Gas ("CNG") through
Company-owned CNG fueling stations for hybrid (natural gas/gasoline) powered vehicles; (2) the installation,
distribution and sale of piped natural gas to residential, commercial and industrial customers through Company-owned
pipelines; (3) the distribution and sale of gasoline through Company-owned CNG fueling stations for hybrid (natural
gas/gasoline) powered vehicles; and (4) the conversion of gasoline-fueled vehicles to hybrid (natural gas/gasoline)
powered vehicles through our Auto Conversion Division.

3
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Principal Executive Offices

Our corporate headquarters are located at Tang Xing Shu Ma Building, Suite 418, Tang Xing Road, Xi’an High Tech
Area, Xi’an, Shaanxi Province, The People’s Republic of China, 710065, and our telephone number is
86-29-8832-7391. Our agent for service of process in the United States is The Corporation Trust Company,
Corporation Trust Center, 1209 Orange Street, Wilmington, Delaware 19801. Our common stock is listed on The
NASDAQ Global Market under the symbol “CHNG”.  Our Web site is http://www.naturalgaschina.com/. Information
contained on our Web site does not form part of this prospectus.

RISK FACTORS

We operate in a highly competitive environment in which there are numerous factors which can influence our
business, financial position or results of operations and which can also cause the market value of our securities to
decline.  Many of these factors are beyond our control and therefore, are difficult to predict.  You should read the
section entitled “Risk Factors” in the applicable prospectus supplement and in our most recent Annual Report on Form
10-K and our most recent Quarterly Reports on Form 10-Q, which are incorporated herein by reference.  That section
discusses what we believe to be the principal risks that could affect us, our business or our industry, and which could
result in a material adverse impact on our financial results or cause the market price of our common stock to fluctuate
or decline.  However, there may be additional risks and uncertainties not currently known to us or that we presently
deem immaterial that could also affect our business operations and the market value of our securities.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains and incorporates “forward-looking statements” within the meaning of Section 27A of the
United States Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the United States
Securities Exchange Act of 1934, as amended, or the Exchange Act.  Any statements about our expectations, beliefs,
plans,  objectives,  assumptions or future events or performance are not historical facts and may be
forward-looking.  These statements are often, but not always, made through the use of words or phrases like
“anticipate,” “estimate,” “plans,” “projects,” “continuing,” “ongoing,” “target,” “expects,” “management believes,” “we believe,” “we intend,”
“we may,” “we will,” “we should,” “we seek,” “we plan,” the negative of those terms, and similar words or phrases.  We base
these forward-looking statements on our expectations, assumptions, estimates and projections about our business and
the industry in which we operate as of the date of this prospectus.  These forward-looking statements are subject to a
number of risks and uncertainties that cannot be predicted, quantified or controlled and that could cause actual results
to  differ  mater ia l ly  f rom those set  for th  in ,  contemplated by,  or  underlying the forward-looking
statements.  Statements in this prospectus and in documents incorporated into this prospectus, including those set forth
below in “Risk Factors,“ describe factors, among others, that could contribute to or cause these differences.

4

Edgar Filing: China Natural Gas, Inc. - Form S-3/A

9



Table of Contents

Because the factors discussed in this prospectus or incorporated by reference could cause actual results or outcomes to
differ materially from those expressed in any forward-looking statements made by us or on our behalf, you should not
place undue reliance on any such forward-looking statements.  Further, any forward-looking statement speaks only as
of the date on which it is made, and we undertake no obligation to update any forward-looking statement or statements
to reflect events or circumstances after the date on which such statement is made or to reflect the occurrence of
unanticipated events.  New factors emerge from time to time, and it is not possible for us to predict which will
arise.  In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statements.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges and ratio of earnings to combined fixed charges
and preferred stock dividend requirements for the periods indicated:

Year Ended December 31

Six Months
ended
June 30 ,

2004 2005 2006 2007 2008 2009

Ratio of earnings to
fixed charges  N/A  N/A  N/A  N/A  5.32 4.66
Ratio of earnings to
combined fixed charges
and preferred stock
dividends N/A N/A N/A N/A 5.32 4.66

USE OF PROCEEDS

Except as specified otherwise in any prospectus supplement, we expect to use the net proceeds from the sale of the
securities offered hereby to finance our growth plans including possible acquisitions and/or to fund the future
expansion of our existing manufacturing facilities, as well as for general working capital purposes.  Pending these
uses, we plan to invest the net proceeds in investment-grade, interest-bearing securities.

DILUTION

We will set forth in any prospectus supplement the following information regarding any material dilution of the equity
interests
of investors purchasing securities in an offering under this prospectus:

• the net tangible book value per share of our equity securities before and after the offering;

• the amount of the increase in such net tangible book value per share attributable to the cash payments made by the
purchasers in the offering, and

• the amount of the immediate dilution from the public offering price which will be absorbed by such purchasers.

THE SECURITIES WE MAY OFFER
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We may sell from time to time, in one or more offerings:

· common stock;

· preferred stock;

· warrants to purchase common stock or preferred stock; and/or

· units.

5
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The descriptions of the securities contained in this prospectus, together with the applicable prospectus supplements,
summarize all the material terms and provisions of the various types of securities that we may offer.  We will describe
in the applicable prospectus supplement relating to any securities the particular terms of the securities offered by that
prospectus supplement.  If we indicate in the applicable prospectus supplement, the terms of the securities may differ
from the terms we have summarized below. We will also include information in the prospectus supplement, where
applicable, about material United States federal income tax considerations relating to the securities, and the securities
exchange, if any, on which the securities will be listed.

This prospectus may not be used to complete a sale of securities unless it is accompanied by a prospectus supplement.

DESCRIPTION OF SECURITIES

The following description summarizes the material terms of our capital stock.  This summary is, however, subject to
the provisions of our certificate of incorporation and any applicable certificate of designations for a series of preferred
stock, and by the provisions of applicable law.

Common Stock

We are authorized to issue up to 45,000,000 shares of common stock, par value $0.0001.  As of June 2, 2009, there
were 14,600,154 shares of our common stock outstanding, and approximately 29 stockholders.  Holders of our
common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders and do
not have cumulative voting rights.  Accordingly, holders of a majority of the shares of common stock entitled to vote
in any election of directors may elect all of the directors standing for election.  Holders of our common stock are
entitled to receive proportionately any dividends as may be declared by our board of directors.  Upon our liquidation,
dissolution or winding-up, subject to the right of any holders of the preferred stock to receive preferred distributions,
the holders of our common stock are entitled to receive proportionately our net assets available for distribution after
the payment of all debts and other liabilities.  Holders of our common stock have no preemptive, subscription,
redemption or conversion rights.  Our common stock is traded on The NASDAQ Global Market under the symbol
“CHNG.”

All of our issued and outstanding shares of common stock are duly authorized, validly issued, fully paid and
nonassessable.  The rights, preferences and privileges of holders of our common stock are subject to, and may be
adversely affected by, the rights of the holders of shares of any series of preferred stock which we may, subject to
stockholder approval, authorize, designate and issue in the future.  To the extent that additional shares of our common
stock are issued, the relative interests of existing stockholders will be diluted.

Preferred Stock

We are authorized to issue up to 5,000,000 shares of preferred stock, par value $0.0001. No shares of preferred stock
are currently outstanding.  Our board of directors is authorized, subject to limits imposed by relevant Delaware laws,
to issue shares of preferred stock in one or more classes or series within a class upon authority of the board without
further stockholder approval.  Any preferred stock issued in the future may rank senior to the common stock with
respect to the payment of dividends or amounts upon liquidation, dissolution or winding-up of us, or both.  In
addition, any such shares of preferred stock may have class or series voting rights.

If we offer a specific series of preferred stock under this prospectus, we will describe the terms of the preferred stock
in the prospectus supplement for such offering and will file a copy of the certificate establishing the terms of the
preferred stock with the SEC. To the extent required, this description will include:
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· the title and stated value;

· the number of shares offered, the liquidation preference per share and the purchase price;

· the dividend rate(s), period(s) and/or payment date(s), or method(s) of calculation for such dividends;

· whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which
dividends will accumulate;

· the procedures for any auction and remarketing, if any;

· the provisions for a sinking fund, if any;

6
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· the provisions for redemption, if applicable;

· any listing of the preferred stock on any securities exchange or market;

· whether the preferred stock will be convertible into our common stock, and, if applicable, the
conversion price (or how it will be calculated) and conversion period;

· whether the preferred stock will be exchangeable into debt securities, and, if applicable, the exchange
price (or how it will be calculated) and exchange period;

· voting rights, if any, of the preferred stock;

· a discussion of any material and/or special U.S. federal income tax considerations applicable to the
preferred stock;

· the relative ranking and preferences of the preferred stock as to dividend rights and rights upon
liquidation, dissolution or winding up of the affairs of China Natural Gas, Inc.; and

· any material limitations on issuance of any class or series of preferred stock ranking senior to or on a
parity with the series of preferred stock as to dividend rights and rights upon liquidation, dissolution
or winding up of the Company.

Warrants

We may issue warrants to purchase preferred stock and/or common stock. We may issue the warrants under warrant
agreements to be entered into between us and a bank or trust company, as warrant agent, all as described in the
prospectus supplement. If we issue the warrants under warrant agreements, the warrant agent will act solely as our
agent in connection with the warrants and will not assume any obligation or relationship of agency or trust for or with
any holders or beneficial owners of warrants. We will describe the particular terms of any warrants that we offer in the
prospectus supplement relating to those warrants.

The applicable prospectus supplement will contain, where applicable, the following terms of, and other information
relating to, the warrants:

· the specific designation and aggregate number of, and the price at which we will issue, the warrants;
· the currency or currency units in which the offering price, if any, and the exercise price are payable;
· the designation, amount and terms of the securities purchasable upon exercise of the warrants;
· if applicable, the exercise price for shares of our common stock and the number of shares of common

stock to be received upon exercise of the warrants;
· if applicable, the exercise price for shares of our preferred stock, the number of shares of preferred

stock to be received upon exercise, and a description of that series of our preferred stock;
· the date on which the right to exercise the warrants will begin and the date on which that right will

expire or, if you may not continuously exercise the warrants throughout that period, the specific date
or dates on which you may exercise the warrants;

· whether the warrants will be issued in fully registered form or bearer form, in definitive or global
form or in any combination of these forms;

· any applicable material U.S. federal income tax consequences;
·
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the identity of the warrant agent for the warrants and of any other depositaries, execution or paying
agents, transfer agents, registrars or other agents;

· the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the
warrants on any securities exchange;

· if applicable, the date from and after which the warrants and the common stock or preferred stock will
be separately transferable;

· if applicable, the minimum or maximum amount of the warrants that may be exercised at any one
time;

· information with respect to book-entry procedures, if any;
· the anti-dilution provisions of the warrants, if any;
· any redemption or call provisions; and
· any additional terms of the warrants, including terms, procedures and limitations relating to the

exchange and exercise of the warrants.

Units

We may issue units comprised of one or more of the other securities described in this prospectus in any combination.
Each unit will be issued so that the holder of the unit is also the holder of each security included in the unit. Thus, the
holder of a unit will have the rights and obligations of a holder of each included security. The unit agreement under
which a unit is issued may provide that the securities included in the unit may not be held or transferred separately, at
any time or at any time before a specified date.

7
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The applicable prospectus supplement may describe:

· the designation and terms of the units and of the securities comprising the units, including whether
and under what circumstances those securities may be held or transferred separately;

· any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the
securities comprising the units; and

· any additional terms of the governing unit agreement.

The applicable prospectus supplement will describe the terms of any units. The preceding description and any
description of units in the applicable prospectus supplement does not purport to be complete and is subject to and is
qualified in its entirety by reference to the unit agreement and, if applicable, collateral arrangements and depositary
arrangements relating to such units.

Anti-takeover Effects of Our Certificate of Incorporation and By-laws

Our certificate of incorporation, as amended, and the amended and restated bylaws contain certain provisions that
could have the effect of delaying, deferring or discouraging another party from acquiring control of the Company.
These provisions and certain provisions of Delaware law, which are summarized below, may discourage coercive
takeover practices and inadequate takeover bids. These provisions also may encourage persons seeking to acquire
control of the Company to first negotiate with our board. The Company believes that the benefits of increased
protection through our potential ability to negotiate with an unfriendly or unsolicited acquirer outweigh the
disadvantages of discouraging a proposal to acquire the Company because negotiation of these proposals could result
in an improvement of their terms. However, these provisions may prevent you from receiving a takeover premium for
your shares. As discussed above, our board has the ability to issue preferred stock with voting or other rights or
preferences that could impede the success of any attempt to change control of the Company. These and other
provisions may have the effect of deferring hostile takeovers or delaying changes in our control or management.

We are subject to the provisions of Section 203 of the Delaware General Corporation Law regulating corporate
takeovers. In general, Section 203 prohibits a publicly held Delaware corporation from engaging, under certain
circumstances, in a business combination with an interested stockholder for a period of three years following the date
the person became an interested stockholder unless:

— Prior to the date of the transaction, the Board of Directors of the corporation approved either the business
combination or the transaction that resulted in the stockholder’s becoming an interested stockholder;

— Upon completion of the transaction that resulted in the stockholder’s becoming an interested stockholder, the
interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the
transaction commenced, excluding for purposes of determining the voting stock outstanding, but not the
outstanding voting stock owned by the interested stockholder, (1) shares owned by persons who are directors and
also officers and (2) shares owned by employee stock plans in which employee participants do not have the right
to determine confidentially whether shares held subject to the plan will be tendered in a tender or exchange offer;
or

— At or subsequent to the date of the transaction, the business combination is approved by the Board of Directors and
authorized at an annual or special meeting of stockholders, and not by written consent, by the affirmative vote of at
least 66-2/3% of the outstanding voting stock that is not owned by the interested stockholder.

Generally, a business combination includes a merger, asset or stock sale, or other transaction resulting in a financial
benefit to the interested stockholder. An interested stockholder is a person who, together with affiliates and associates,
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owns or, within three years prior to the determination of interested stockholder status, did own 15% or more of a
corporation’s outstanding voting stock. We expect the existence of this provision to have an anti-takeover effect with
respect to transactions our board does not approve in advance. We also anticipate that Section 203 may discourage
attempts that might result in a premium over the market price for the shares of common stock held by stockholders.

The provisions of Delaware law, the provisions of our certificate of incorporation, as amended, and our amended and
restated bylaws could have the effect of discouraging others from attempting hostile takeovers and, as a consequence,
they may also inhibit temporary fluctuations in the market price of our common stock that often result from actual or
rumored hostile takeover attempts. These provisions may also have the effect of preventing changes in our
management. It is possible that these provisions could make it more difficult to accomplish transactions that
stockholders may otherwise deem to be in their best interests.

8
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Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Interwest Transfer Company, Inc., 1981 Murray Holladay
Road, Suite 100, Salt Lake City, Utah 84117, telephone number (801) 272-9294.

PLAN OF DISTRIBUTION

We may sell the securities from time to time pursuant to underwritten public offerings, negotiated transactions, block
trades or a combination of these methods. We may sell the securities: (1) through underwriters; (2) through agents; (3)
directly to purchasers; (4) to or through broker dealers; and (5) through a combination of any such methods of sale.

We may distribute the securities from time to time in one or more transactions at:

· a fixed price or prices, which may be changed;
· market prices prevailing at the time of sale;
· prices related to such prevailing market prices; or
· negotiated prices.

We may also sell the securities offered by this prospectus in “at the market offerings” within the meaning of Rule
415(a)(4) of the Securities Act, to or through market makers or into an existing trading market, on an exchange, or
otherwise.

We may solicit directly offers to purchase the securities being offered by this prospectus. We may also designate
agents to solicit offers to purchase the securities from time to time. We will name in a prospectus supplement any
agent involved in the offer or sale of our securities.

If we utilize a dealer in the sale of the securities being offered by this prospectus, we will sell these securities to the
dealer, as principal. The dealer may then resell the securities to the public at varying prices to be determined by the
dealer at the time of resale.

If we utilize an underwriter in the sale of the securities being offered by this prospectus, we will execute an
underwriting agreement with the underwriter at the time of sale and we will provide the name of any underwriter in
the prospectus supplement that the underwriter will use to make resales of the common stock, preferred stock,
warrants and units to the public. In connection with the sale of the securities, we, or the purchasers of securities for
whom the underwriter may act as agent, may compensate the underwriter in the form of underwriting discounts or
commissions. The underwriter may sell the common stock, preferred stock, warrants and units to or through dealers,
and the underwriter may compensate those dealers in the form of discounts, concessions or commissions.

We will provide in the applicable prospectus supplement any compensation we pay to underwriters, dealers or agents
in connection with the offering of the securities, and any discounts, concessions or commissions allowed by
underwriters to participating dealers. Underwriters, dealers and agents participating in the distribution of the securities
may be deemed to be underwriters within the meaning of the Securities Act of 1933 and any discounts and
commissions received by them and any profit realized by them on resale of the securities may be deemed to be
underwriting discounts and commissions. We may enter into agreements to indemnify underwriters, dealers and
agents against civil liabilities, including liabilities under the Securities Act, or to contribute to payments they may be
required to make in respect thereof.  The underwriters, dealers and agents may engage in other transactions with us, or
perform services for us, in the ordinary course of business.
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Any underwriter may engage in over-allotment, stabilizing and syndicate short covering transactions and penalty bids
in accordance with Regulation M of the Exchange Act. Over-allotment involves sales in excess of the offering size,
which creates a short position. Stabilizing transactions involve bids to purchase the underlying security so long as the
stabilizing bids do not exceed a specified maximum. Syndicate short covering transactions involve purchases of
securities in the open market after the distribution has been completed in order to cover syndicate short positions.
Penalty bids permit the underwriters to reclaim selling concessions from dealers when the securities originally sold by
such dealers are purchased in covering transactions to cover syndicate short positions. These transactions may cause
the price of the securities sold in an offering to be higher than it would otherwise be. These transactions, if
commenced, may be discontinued by the underwriters at any time.
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Our common stock currently is traded on the NASDAQ Global Market.  Any shares of our common stock sold
pursuant to a prospectus supplement also will be traded on the NASDAQ Global Market or on an exchange on which
our common stock offered is then listed, subject (if applicable) to official notice of issuance. We are not obligated to
maintain our listing on the NASDAQ Global Market. Any underwriters to whom we sell our securities for public
offering and sale may make a market in the securities that they purchase, but the underwriters will not be obligated to
do so and may discontinue any market making at any time without notice.

The anticipated date of delivery of the securities offered hereby will be set forth in the applicable prospectus
supplement relating to each offering.

LEGAL MATTERS

The validity of the issuance of the securities being offered by this prospectus will be passed upon by DLA Piper Hong
Kong.

EXPERTS

Our consolidated financial statements as of and for the years ended December 31, 2006, 2007 and 2008 appearing in
our Annual Report, on Form 10-K for those years have been audited by Moore Stephens Wurth Frazer and Torbet,
LLP, as to 2008 and 2007, and Kabani & Company, Inc., as to 2006, independent registered public accountants, as set
forth in their reports included therein, and are incorporated herein by reference in reliance upon such reports given on
the authority of each such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC under the
Securities Exchange Act of 1934.  Such reports and other information may be inspected and copied at the SEC’s Public
Reference Room at 100 F Street, N.E., Room 1580, Washington, DC 20549.  Please call the SEC at 1-800-SEC-0330
for further information on the Public Reference Room.  The SEC also maintains an Internet site that contains reports,
proxy statements and other information about issuers, like us, who file electronically with the SEC.  The address of
the SEC’s Web site is http://www.sec.gov.

We have filed a registration statement on Form S-3 with the SEC with respect to the securities offered in this
offering.  This prospectus is part of that registration statement and, as permitted by the SEC’s rules, does not contain all
of the information included in the registration statement.  For further information about us and the securities offered in
this offering, you may refer to the registration statement and its exhibits and schedules as well as the
documents described herein or incorporated herein by reference.  You can review and copy these documents at the
public reference facilities maintained by the SEC or on the SEC’s Web site as described above.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” into this prospectus the information that we have filed with the SEC,
which means that we can disclose important information to you by referring you to those documents.  The information
incorporated by reference is an important part of this prospectus, and the information that we file later with the SEC
will automatically update and supersede the information contained in this prospectus.  We incorporate by reference the
following documents that we have filed with the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act: (i) our
Annual Report on Form 10-K for the fiscal year ended December 31, 2008 , Amendment No. 1 to Form 10-K, filed on
March 23, 2009 and Amendment No. 2 to Form 10-K, filed on July 20, 2009 ; (ii) our Quarterly Report on Form 10-Q
for the first fiscal quarter ended March 31, 2009 , our Amendment No. 1 to Form 10-Q for the fiscal quarter ended
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March 31, 2009, filed on July 20, 2009 and our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30,
2009, filed on August 10, 2009 ; and (iii) our Current Reports on Form 8-K filed on February 23, 2009, March 30,
2009, April 10, 2009, April 30, 2009, June 5, 2009 , July 8, 2009 and July 28, 2009,  and our Amended Current Report
on Form 8-K/A filed on June 15, 2009, respectively.

This prospectus may contain information that updates, modifies or is contrary to information in one or more of the
documents incorporated by reference in this prospectus.  Reports we file with the SEC after the date of this prospectus
may also contain information that updates, modifies or is contrary to information in this prospectus or in documents
incorporated by reference in this prospectus.  All documents that we file after the date of this prospectus pursuant to
Section 13(a), 13(c), 14 or 15(d) of the Exchange Act, prior to the termination of this offering, shall be deemed to be
incorporated by reference into this prospectus.  Investors should review these reports as they may disclose a change in
our business, prospects, financial condition or other affairs after the date of this prospectus.  Notwithstanding the
foregoing, unless specifically stated otherwise, none of the information that we disclose under Items 2.02 and 7.01 of
any Current Report on Form 8-K that we may furnish from time to time to the SEC will be incorporated by reference
into, or otherwise included in, this prospectus.
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You should rely only upon the information incorporated by reference or provided in this prospectus or any prospectus
supplement.  We have not authorized anyone else to provide you with any other information.  You should not assume
that the information in this prospectus or any prospectus supplement is accurate as of any date other than the date on
the front page of those documents.

Upon the written or oral request of any person, including a beneficial owner, to whom this prospectus is delivered, we
will provide, at no cost, a copy of any or all of the information that is incorporated by reference in this prospectus but
not delivered with this prospectus.  Requests for such documents should be directed to: China Natural Gas, Inc., Tang
Xing Shu Ma Building, Suite 418, Tang Xing Road, Xi’an High Tech Area, Xi’an, Shaanxi Province, The People’s
Republic of China, 710065, Attn: Investor Relations (telephone: 86-29-8832-7391).
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Distribution.

The following is a statement of estimated costs and expenses to be paid by us in connection with the issuance and
distribution of the securities being registered hereby:

Amount to be
Paid*

SEC Registration Fee $ 3,348
Accounting Fees and Expenses $ 10,000
Legal Fees and Expenses $ 10,000
Printing Fees and Expenses $ 5,000
Miscellaneous $ 3,000
Total $ 31,348

* All amounts shown, except the SEC registration fee, are estimated and may vary based upon, among other things,
the number of issuances and the amount of securities offered. We will pay all of these expenses.

Item 15. Indemnification of Directors and Officers.

Section 145 of the General Corporation Law of the State of Delaware permits a corporation, under specified
circumstances, to indemnify its directors, officers, employees or agents against expenses (including attorneys’ fees),
judgments, fines and amounts paid in settlements actually and reasonably incurred by them in connection with any
action, suit or proceeding brought by third parties by reason of the fact that they were or are directors, officers,
employees or agents of the corporation, if such directors, officers, employees or agents acted in good faith and in a
manner they reasonably believed to be in or not opposed to the best interests of the corporation and, with respect to
any criminal action or proceeding, had no reason to believe their conduct was unlawful.  In a derivative action, i.e.,
one by or in the right of the corporation, indemnification may be made only for expenses actually or reasonably
incurred by directors, officers, employees or agents in connection with the defense or settlement of an action or suit,
and only with respect to a matter as to which they have acted in good faith and in a manner they reasonably believed
to be in or not opposed to the best interests of the corporation, except that no indemnification shall be made if such
person shall have been adjudged liable to the corporation, unless and only to the extent that the court in which the
action or suit was brought shall determine upon application that the defendant directors, officers, employees or agents
are fairly and reasonably entitled to indemnity for such expenses despite such adjudication of liability.

Our certificate of incorporation states that our directors will not have personal liability for monetary damages for any
breach of fiduciary duty as a director, except to the extent that the Delaware General Corporation Law prohibits the
elimination or limitation of liability of directors for breaches of fiduciary duty. We also carry liability insurance
covering each of our directors and officers.

Our bylaws require us to indemnify our former and current directors and officers of the Company against expenses
incurred in any action brought against those persons as a result of their role with the Company, to the fullest extent
permitted by law.  Our board of directors has the discretion to indemnify other persons acting in their capacity as
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authorized representatives of the Company to the same extent.

Insofar as indemnification by us for liabilities arising under the Securities Act may be permitted to our directors,
officers or persons controlling the company pursuant to provisions of our articles of incorporation and bylaws, or
otherwise, we have been advised that in the opinion of the SEC, such indemnification is against public policy as
expressed in the Securities Act and is therefore unenforceable.  In the event that a claim for indemnification by such
director, officer or controlling person of us in the successful defense of any action, suit or proceeding is asserted by
such director, officer or controlling person in connection with the securities being offered, we will, unless in the
opinion of our counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such indemnification by us is against public policy as expressed in the Securities Act
and will be governed by the final adjudication of such issue.
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The majority of our directors and all of our executive officers reside outside the United States.  In addition, our
principal executive office is located in China.  Outside the United States, it may be difficult for investors to enforce
judgments obtained against the Company, our director or our officers in actions brought in the United States,
including actions predicated upon the civil liability provisions of U.S. federal securities laws.

At the present time, there is no pending litigation or proceeding involving a director, officer, employee or other agent
of ours in which indemnification would be required or permitted.  We are not aware of any threatened litigation or
proceeding, which may result in a claim for such indemnification.

Item 16. Exhibits.

The following exhibits are filed herewith and as a part of this registration statement:

EXHIBIT
NO.

DESCRIPTION

1.1 Form of Underwriting Agreement.**

4.1 Specimen Common Stock certificate (incorporated by reference to Exhibit 4.1 to the Company's
registration statement on Form 3, filed on June 22, 2009).

4.2 Form of Warrant.**

4.3 Form of Preferred Stock.**

4.4 Form of Unit.**

4.5 Form of Registration Rights Agreement (incorporated by reference to Exhibit 10.3 to the Company’s Form
8-K filed on January 12, 2006).

4.6 Registration Rights Agreement, dated August 2, 2007, by and among the Company and certain investors
named therein (incorporated by reference to Exhibit 10.2 to the Company’s Form 8-K filed on August 8,
2007).

4.7 Equity Registration Rights Agreement, dated January 29, 2008, by and between the Company and Abax
Lotus Ltd. (incorporated by reference to Exhibit 99.5 to the Company’s Form 8-K filed on January 31,
2008).

5.1 Opinion of DLA Piper Hong Kong. *

12.1 Statement re computation of ratio of earnings to combined fixed charges and preferred stock dividends.*

23.1 Consent of Kabani & Company, Inc.*

23.2 Consent of Moore Stephens Wurth Frazer and Torbet, LLP. *

23.3 Consent of DLA Piper Hong Kong (contained in Exhibit 5.1).

24.1    Power of Attorney (included on the signature page of the original registration statement).
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* Filed herewith.
** To be filed by amendment or as an exhibit to a report under the Securities Exchange Act of 1934, as amended, and
incorporated herein by reference.
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Item 17. Undertakings.

The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:

(i)      to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii)     to reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement.  Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was
registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in
the form of prospectus filed with the SEC pursuant to Rule 424(b) if, in the aggregate, the changes in volume and
price represent no more than a 20% change in the maximum aggregate offering price set forth in the "Calculation of
Registration Fee" table in the effective registration statement; and

(iii)   to include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement,

provided, however, that subsections (i), (ii) and (iii) above do not apply if the information required to be included in a
post-effective amendment by those subsections is contained in reports filed with or furnished to the SEC by the
registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by
reference in the registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part
of the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

(4) That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:

(i)      each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

(ii)     each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of a registration
statement in reliance on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the
purpose of providing the information required by Section 10(a) of the Securities Act of 1933 shall be deemed to be
part of and included in the registration statement as of the earlier of the date such form of prospectus is first used after
effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus.  As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date
shall be deemed to be a new effective date of the registration statement relating to the securities in the registration
statement to which that prospectus relates, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof. Provided, however, that no statement made in a registration statement or prospectus
that is part of the registration statement or made in a document incorporated or deemed incorporated by reference into
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the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such effective date, supersede or modify any statement that was made in the registration
statement or prospectus that was part of the registration statement or made in any such document immediately prior to
such effective date.

(5) That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in
the initial distribution of the securities, the undersigned registrant undertakes that in a primary offering of
securities of the undersigned registrant pursuant to this registration statement, regardless of the underwriting
method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser by means
of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be
considered to offer or sell such securities to such purchaser:

(i)     Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be
filed pursuant to Rule 424;
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(ii)     Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or
used or referred to by the undersigned registrant;

(iii)    The portion of any other free writing prospectus relating to the offering containing material information about
the undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and

(iv)     Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

(6) That, for purposes of determining any liability under the Securities Act of 1933, each filing of the registrant’s
annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 that is
incorporated by reference in the registration statement shall be deemed to be a new registration statement relating
to the securities offered herein, and the offering of such securities at that time shall be deemed to be the initial
bona fide offering thereof.

(7) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant
has been advised that in the opinion of the Securities and Exchange Commission such indemnification is against
public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim
for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid
by a director, officer or controlling person of the registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Securities Act of 1933 and will be governed by the final adjudication of such
issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-3 and has duly caused this amendment to registration
statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Xi'an, China, on this 
19th day of August , 2009.

CHINA NATURAL GAS, INC.

By: /s/ Qinan Ji
Qinan Ji
Chairman of the Board of Directors and
Chief Executive Officer
(Principal Executive Officer)

By: /s/ Veronica Jing Chen
Veronica Jing Chen
Chief Financial Officer
(Principal Financial and Accounting
Officer)
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Pursuant to the requirements of the Securities Act of 1933, this Amendment No. 2 to the Registration Statement on
Form S-3 has been signed by the following persons in the capacities and on the dates indicated.

SIGNATURE TITLE DATE

Chairman of the Board of Directors and Chief Executive Officer,
/s/ Qinan Ji (Principal Executive Officer) August 19 , 2009
Qinan Ji

Chief Financial Officer, Secretary and Treasurer Director
/s/ Veronica Jing Chen (Principal Financial and Accounting Officer) August 19 , 2009
Veronica Jing Chen

* Director August 19 , 2009
Zhiqiang Wang

* Director August 19 , 2009
 Donald Yang

* Director August 19 , 2009
Carl Yeung

* Director August 19 , 2009
Lawrence Leighton

*By /s/ Veronica Jing Chen 
Veronica Jing Chen
Attorney-in-fact 
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EXHIBIT INDEX

EXHIBIT
NO.

DESCRIPTION

1.1 Form of Underwriting Agreement.**

4.1 Specimen Common Stock certificate (incorporated by reference to Exhibit 4.1 to the Company's registration
statement on Form 3, filed on June 22, 2009).

4.2 Form of Warrant.**

4.3 Form of Preferred Stock.**

4.4 Form of Unit.**

4.5 Form of Registration Rights Agreement (incorporated by reference to Exhibit 10.3 to the Company’s Form
8-K filed on January 12, 2006).

4.6 Registration Rights Agreement, dated August 2, 2007, by and among the Company and certain investors
named therein (incorporated by reference to Exhibit 10.2 to the Company’s Form 8-K filed on August 8,
2007).

4.7 Equity Registration Rights Agreement, dated January 29, 2008, by and between the Company and Abax
Lotus Ltd. (incorporated by reference to Exhibit 99.5 to the Company’s Form 8-K filed on January 31, 2008).

5.1 Opinion of DLA Piper Hong Kong. *

12.1 Statement of Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock
Dividends.*

23.1 Consent of Kabani & Company, Inc.*

23.2 Consent of Moore Stephens Wurth Frazer and Torbet, LLP.*

23.3 Consent of DLA Piper Hong Kong (contained in Exhibit 5.1).

24.1 Power of Attorney (included on the signature page of the original registration statement).

* Filed herewith.
** To be filed by amendment or as an exhibit to a report under the Securities Exchange Act of 1934, as amended, and
incorporated herein by reference.

19

Edgar Filing: China Natural Gas, Inc. - Form S-3/A

33


