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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

Interim Results

BL;

meBmkEMEERER

For the six months ended 30 June 2014
BE—F—FENA =+ HIE A

SEGES

The Board of Directors (the “Board”) of China Energy Development
Holdings Limited (the “Company”) hereby announces the
unaudited condensed consolidated interim results of the Company
and its subsidiaries (the “Group”) for the six months ended 30 June

2014 together with comparative figures as follows. These interim

TEERFAEZERERAR(F2AZ2EES
(ESE)EREMARRALENBLR([HE
BDHEZE-_ZT-NFENA=THIEREAZRE
ERERGETRERBRATLRET - A
MM BBRRDIAKLEZ  EBHARAERERE

financial statements have not been audited, but have been 2R -
reviewed by the Company’s Audit Committee.
Unaudited
six months ended 30 June
RBEX
BZEASA=THLAREAR
2014 2013
—E-pmE —E—=%F
Notes HK$'000 HK$'000
iz FET FHET
Turnover = 20,074 18,586
Other income Htn g A 22 M
Cost of inventories consumed OB ERA (17,877) (16,572)
Staff costs BTRA (4,965) (4,689)
Operating lease rentals KREMERS (2,845) (2,782)
Depreciation of property, ME - BEREETE
plant and equipment (349) (348)
Fuel costs and utility expenses WRE RIKEE (227) (125)
Fair value gain of financial assets BIEEBECSRMEEL
held for trading N EEKR 4,585 50
Other operating expenses H g (8,142) (5,285)
Finance costs BTG R (6,560) (5,919)
Loss before income tax FRET{SBLATES 18 (16,284) (17,073)
Income tax credits Frigtiife 1,111 1,577
Loss for the period HAREE (15,173) (15,496)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

AR A B R M2 IS

For the six months ended 30 June 2014

BE —F—FENNA=FHIEMEA

Unaudited
six months ended 30 June
RBRER
BEAAZ=THLEAEA
2014 2013
—E-IF —F—=
Notes HK$'000 HK$000
Bt = FHET T
Other comprehensive income Hib 2 H W@
ltems that may be reclassified Hign s oisEn
subsequently to profit or loss: ZARB
Exchange differences arising on HMEIBINETEEEE 2
translation of foreign operations PE R =58 (106,953) 53,150
Total comprehensive income HArzE K=
for the period Pk ] (122,126) 37,654
Loss for the period attributable to: HABERER !
Owners of the Company ZN/NIE ZEUN (15,173) (15,496)
Non-controlling interests FEPERRHE £ - -
(15,173) (15,496)
Total comprehensive income el ES k]
attributable to: EER
Owners of the Company ZiN/NETEZ =N (122,126) 37,654
Non-controlling interests FEPERR R = - =
(122,126) 37,654
Loss per share BRER 8
— Basic (HK cents) — EARGB) (0.19) (0.20)
— Diluted (HK cents) — #58 (OB(L) (0.19) (0.20)
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Condensed Consolidated Statement of Financial Position

B4R S B ISR AR

At 30 June 2014
RZFE—FNA=1H

Unaudited Audited
RICEZ LAz
30 June 31 December
2014 2013
—E—MF =%
AA=+H +ZHA=t+—H
Notes HK$'000 HK$’'000
BT TExT TFETT
Non-current assets FRBEE
Property, plant and equipment Y% - B KR 9 3,410 3,843
Exploration and evaluation assets HIENR T HEE 10 704,280 727,183
Intangible assets M EE 11 2,970,539 3,067,142
Deferred tax assets EERIEEE 88,666 90,410
3,766,895 3,888,578
Current assets REBEE
Inventories R 7,268 9,059
Trade receivables FEUTBRE TN 12 39 10
Financial assets held for trading BIEEEZCEmEE 7,078 2,493
Other receivables, deposits and Hib WA -« 5T& K
prepayments TEAS FOAE 6,573 7,173
Amounts due from related companies &3 A &) FIE 13 10,945 8,507
Cash and bank balances B KBTS 225,718 317,452
257,621 344,694
Total assets HEE 4,024,516 4,233,272
Current liabilities REAEE
Trade payables FESBREFR 14 5,373 6,736
Other payables and accruals H fth B TIE R FE T I8 347,798 437,860
Amounts due to a related company &t —EIRBE A RIIE 13 6,863 5,073
360,034 449 669
Net current liabilities REEESEE (102,413) (104,975)
Total assets less current liabilities BEEBARBER 3,664,482 3,783,603

Interim Report 2014 R #i%i5 05



Condensed Consolidated Statement of Financial Position
AR S BT SR R 3k

At 30 June 2014
RZF—WWENA=+H

Unaudited Audited
RCE KT
30 June 31 December
2014 2013
=ik —T=%F
AA=+H +ZHA=t+—H
Notes HK$’000 HK$'000
B aE F#&x FHTT

Non-current liabilities FRBEME
Convertible notes AR EE 15 128,816 122,256
Other payables H b fE R~ E 109,307 112,862
Amount due to a shareholder FEf—Z AR R IE 13 40,402 40,402
Deferred tax liabilities EEFIAAE 53 53
Provision for long service payments RERRTS S B & 86 86
278,664 275,659
Net Assets EEFRE 3,385,818 3,507,944

Equity =

Share capital &7 16 396,056 396,056
Reserves e 2,989,009 3,111,135
Attributable to owners of the Company 7R & A AME(L 3,385,065 3,507,191
Non-controlling interests FEE AR 753 753
Total equity R 3,385,818 3,507,944
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Condensed Consolidated Statement of Changes in Equity
B EREE S ER

For the six months ended 30 June 2014
BE—F—FENA =+ HIE A

Unaudited
AEEY
Attributable to owners of the Company
AREEEAER
Issued Convertible Non-
share  Contributed Share notes  Translation ~ Accumulated Controlling Total
capital surplus premium reserve reserve losses Sub-total interests equity
B B4 THRER SRR

BRE BAR&E BGEE e EiRR  RfBR It B EREE
HKS000  HKS000  HKSO00  HKSOOO  HKSOOO  HKFOOO  HKSO00  HKSO0O  HK$'000
ThT THR ThT TR ThT Th ThL THT TR

Balance at 1 January 2013 RZF-ZF-A-Ais 39,056 30,004 1,998,392 2,005,233 423 (636,012 3435994 753 3436,747
Total comprehensive income AERLENEER
for the period - - - - 53,150 (15,496) 37,654 - 37,654
Balance at 30 June 2013 RIZ-ZFRAZTHZES 396056 30004 1598392 2005233 95471 (651508) 3473648 753 3474401
Unaudited
REEH
Atributable to owners of the Company
LGN
Issued Convertible Non-
share  Contributed Share notes  Translation  Accumulated controlling Total
capital surplus premium reserve reserve losses Sub-total interests equity
B&fT Lt TRARRE FER
ks R#B&  RbEE i EXRBR  ZWER gt BE  BRAR
HK$'000 HK$'000 HK$'000 HKS000 HK$'000 HKS'000 HK$'000 HKS000 HK$'000
Thn TR Thn TR TR TEn TR TER TAn
Balance at 1 January 2014 RZT-WE-R-B2EH 396,056 30,004 1,998,392 2,005,233 157,731 (680,231) 3,507,191 753 3,507,944
Total comprehensive income AEREENEEE
for the period - - - - (106,953) (15173) (122,126) - (122,126)
Balance at 30 June 2014 RIZ-MERA=TRZER 396,056 30,004 1,598,392 2,005,233 50,784 (695,404) 3,385,065 753 3,385,818
Note: The convertible notes reserve represents the equity component of the HisE : ORI S A I TR AR = T S5
convertible notes issued (i.e. option to convert the note into share (BRI MBI T IR A 2 3R 1B HE ) o
capital).
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Condensed Consolidated Cash Flow Statement

BRGEHESRER

For the six months ended 30 June 2014
BE—F—mFENA=FHIE A

Unaudited
six months ended 30 June
RICEX
BEASA=THILAEAR
2014 2013
—E2—mF —T—=
HK$'000 HK$'000
THxT T
NET CASH (OUTFLOW)/INFLOW FROM: BE R, FRAFE :
OPERATING ACTIVITIES HE R (94,395) (3,555)
INVESTING ACTIVITIES B TS (31) (21)
FINANCING ACTIVITIES &R - 7,000
NET (DECREASE)/INCREASE IN CASH HERERBE CRD),
AND CASH EQUIVALENTS =2 ] (94,426) 3,424
CASH AND CASH EQUIVALENTS AT HAOzRER
BEGINNING OF PERIOD ZEH$ 317,452 316,354
EFFECTS OF FOREIGN EXCHANGE RATE  [EXR&H) 2 &
CHANGES 2,692 (5,238)
CASH AND CASH EQUIVALENTS AT HRzHRERERES -
END OF PERIOD, COMPRISING BERER
CASH AND BANK BALANCES RITHER 225,718 314,540
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Notes to the Unaudited Interim Financial Statements

RAETE P I B RS R AR Y &t

1. Basis of Preparation 1. wEEE

Statement of Compliance

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with the
applicable disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) and with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public
Accountants (“"HKICPA").

Basis of measurement and going concern assumption

The financial statements have been prepared under the
historical cost basis except for certain financial
instruments, which are measured at fair values as

explained in the accounting policies set out below.

BREH

AARREZERES T AP BHRRE
REZEHAXIMBERRDA ([BR
Frl) @S Em AR LR Al Fifik
16 2 BRBRBERERBTEGTNAE
((EREMAE)RME 2L G
HERNZE 345 [ RIS IR s | REd -

SFEEERSHEEERR

I BRI IRE R A E RS
MR A EEFENE TR TAR
Sh - R T X Z &ET BT M -
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Notes to the Unaudited Interim Financial Statements

&

1.

28K

7

BB R

Basis of Preparation (Continued)

b.

Basis of measurement and going concern assumption
(Continued)

During the period, the Group has incurred a loss of
HK$15,173,000 and at the end of reporting period, its
current liabilities exceeded its current assets by
HK$102,413,000. This situation indicates the existence
of a material uncertainty that may cast significant doubt
on the Group's ability to continue as a going concern
and therefore, the Group may not be able to realise its
assets and discharge its liabilities in the normal course
of business. The directors anticipate the negotiation of
the Gas Sales Agreement (“GSA"”) with China National
Petroleum Corporation (“CNPC") will complete shortly
as the People’s Republic of China (“PRC") government
has announced the details of the reform of natural gas
pricing mechanism on 28 June 2013. The GSA with
CNPC covers a number of provisions, such as terms of
the GSA, quantity of volume commitments, gas quality,
price terms, delivery obligations and delivery point etc.
The major point is that the Group has yet to agree with
CNPC on pricing terms. The natural gas pricing reform
closed the price gap between imported and local gas
prices. The reformed pricing mechanism on natural gas
is a major reference point for the Group to negotiate the
pricing terms with CNPC. The Group believes that the
increase in domestic natural gas price which will be to
the benefit of the Group. Based on the current
information available to the directors, the directors
expected that the GSA could be finalised in the year
2014 or early 2015. The Group will then accelerate the
exploration, development and pilot-production of oil/
gas in the field so that the overall financial performance
of the Group will be significantly improved, as well as its
operating cash position. The substantial shareholder has
also undertaken not recalling the amount due to it until
the Group is able to pay its other creditors in the normal
course of business, in order to maintain the Group as a
going concern. A preliminary natural gas sharing
proposal is discussed and agreed by joint management
committee which comprises representatives from CNPC
and the Group at 18 February 2014 (“the Proposal”).
Based on the Proposal, the Group will receive the
proposed distribution of natural gas from pilot
production which was delivered and sold before 1
January 2014 based on a preliminary gas price. The
Directors expected such proposed distribution will be
received during year 2014 and 2015. However, the unit
price in the Proposal is only a preliminary unit price used
for this preliminary sharing. The final unit price is still
subject to change and would only be confirmed after
the formal GSA signed.
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Notes to the Unaudited Interim Financial Statements

RAETE P I B RS R AR Y &t

1. Basis of Preparation (Continued) 1. REEE )

Basis of measurement and going concern assumption
(Continued)

On 18 July 2014, the Company had allotted and issued
an aggregate of 1,584,224,000 new shares to an asset
management product managed by Harvest Fund
Management Co., Ltd at the subscription price of
HK$0.101 per subscription share. The net proceeds
arising from the subscription amounted to
approximately HK$159 million. The Company intends to
apply the net proceeds from the subscription for general

working capital of the Group.

The directors have carried out a detailed review of the
cash flow forecast of the Group for the twelve months
ending 30 June 2015 taking into account the measures
as referred to above, and consider that the Group will
have sufficient working capital to meet its financial
obligations as and when they fall due for the period of
the forecast. Accordingly, the directors are satisfied that
it is appropriate to prepare these consolidated financial

statements on a going concern basis.

If the going concern basis is not appropriate,
adjustments would have to be made to write down the
values of the assets to their recoverable amounts, to
provide for further liabilities which might arise and to
reclassify non-current assets and liabilities as current

assets and liabilities, respectively.

FREERBESERR(E)

RZF-—MELA+N\R  ARFIE
%% & 3 17 & #£1,584,224,000 % 3 ik
NTREESERARAFMEELZ
BEEEHREM RBEASRIABMKR
320.101/8 7T - RE S EAFRBF
%3 #9159,000,0007% 7T AN A A}
HREEEMSRBEFEREARH

—BEEAS -

EFEHAEERE_T 05K
=tHIEtT-—EAZRERERAE
TR ftes - HhEZ R Ll
VTRBAEEKEBTRELEES
ARIERIERE - BITRIMM B EE -
At - EEREARBEERFEL
LEERUZEEAVHTRE -

HFEREREEYTRE - BIZAETT
HE BEEBEMREIREE
B UHARRELZ BB BEEHRE
B ARBERDEERABIHE
HEEARDEERERE -
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Notes to the Unaudited Interim Financial Statements

&

12

AT P B RS R AR Y

Principal Accounting Policies

These unaudited condensed consolidated financial statements
should be read in conjunction with the annual financial
statements for the year ended 31 December 2013. The
accounting policies and methods of computation used in the
preparation of these unaudited condensed consolidated
financial statements are consistent with those used in the
annual financial statements for the year ended 31 December
2013.

In the current period, the Group has adopted the following
new and revised HKFRSs, which are effective for the Group's

accounting period beginning on or after 1 January 2014.

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Investment Entities

Amendments to HKAS 32  Offsetting Financial Assets and
Financial Liabilities
Amendments to HKAS 36 Recoverable Amount Disclosures
for Non-Financial Assets
Amendments to HKAS 39  Novation of Derivatives and
Continuation of
Hedge Accounting

HK(IFRIC)-Int 21 Levies

The adoption of the new and revised HKFRSs had no material
effect on how the results and financial position for the current
or prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment has been

required.

China Energy Development Holdings Limited * FEIAERFEIZR AR A R

FTEETHE

RARKEEZERGA B RERERGEE T
— =+ A=t HILFEZ2FHBER
OB o REAKRE B X BRI E M
HEFTRA 2 G BER RETERE - HEE
B =+ -A=+—HLFEZFEN
TSR ATER N E — 5K -

RAHE  AEBDHEAATR _F—MF
—A—Bg KRBz A RE S R AR
ZHTR] RAMERT BB MM ELER -

BEMBREEAF 103 - REER
BANBEEEAE125R
BBG BB 27K 2RI

BEGERE 2K EF] SREER
TRAREH
BEGERF 6K BT FEMEET
KEEBRE
BEGHERIF9RET PTET AN
R R
EEPAG i
B (ARMBREREZES) #E

—REFENR

BRANFTE] MR ERT BB M TG R RIS AR H
sk R 2 st IR A R 251548 R iR
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Notes to the Unaudited Interim Financial Statements

RAETE P I B RS R AR Y &t

Principal Accounting Policies (Continued) 2. FEEHBE®)
EEMERNRER BB BREEL 25
@

REEH AR R BMEHRRPEAAT
EMMERERZH#R7] RAEIERT BB M55

these interim financial statements: H2%H

Impact of issued but not yet effective HKFRSs

The Group has not applied the following new and revised

HKFRSs, which have been issued but are not yet effective, in

Amendment to HKFRSs Annual Improvement to HKFRSs BRI REEE EANEREEN-_E-F
2010-2012 Cycle' paCH] EIR-CERH/ER
!
Amendment to HKFRSs ~ Annual Improvement to HKFRSs BEA RS ERNBRLEN -T——F
2011-2013 Cycle' 2T FoT-CHEREZER
B!
Amendments to HKFRS 9 Mandatory Effective Date of B RELS ERRBRERENEIR
and HKFRS 7 HKFRS 9 and Transition FIRREE BHAENESER
Disclosures? oy s ] BENRE?
FT1H 2B
HKFRS 9 Financial Instruments? BBHRE%ER PRIA?
9%
Amendments to HKFRS 11 Accounting for Acquisitions of B RELS KEaEtFER
Interests in Joint Operation® FNF2ET SRR
HKFRS 14 Regulatory Deferral Account? BB RELS A AEAER
F145
HKFRS 15 Revenue from Contracts with BAU RS R BRE 7 AN
Customers* 155
Amendments to HKAS 16  Clarification of Acceptable BREEAE 16N BENEREHL
and HKAS 38 Methods of Depreciation BASHEL Bl
and Amortisation? F 3T LET
Amendments to HKAS 19  Defined Benefit Plans — RibesEd R El— EEHT
Employee Contributions'’ F195% 2 (B3]

REIZ-—NELA-AERRIBZFE
HRAR - AIRREA -

A ER — SRR B E N BB R
EEAF IR HAREEBRZERETE °

L Effective for annual periods beginning on or after 1 July 2014, 1
with earlier application permitted.
2 Available for application — the mandatory effective date will 2
be determined when the outstanding phases of HKFRS 9 are
finalised.
RZBE-—RE-—PF—BRHEERBZFE
HRAER - ATRFEM -
R-BE—tF - - BRHEERABZFE
HREAER  AIREEA -

S Effective for annual periods beginning on or after 1 January 3
2016, with earlier application permitted.
4 Effective for annual periods beginning on or after 1 January 4

2017, with earlier application permitted.

The Group is in the process of making an assessment of the RNEESR ERT UL EHET REER] BB 15
impact of these new and revised HKFRSs upon initial SREYER A E AR 2 22 o

application.
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Notes to the Unaudited Interim Financial Statements

&
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AT P B RS R AR Y

Turnover and Segment Information

The Group determines its operating segments based on the
internal reports that are regularly reviewed by the chief
operating decision-maker in order to allocate reserves to the
segment and to assess its performance. In accordance with
the Group's internal organization and reporting structure, the
operating segments are based on nature of business.

The Group has the following two reportable segments:
The Exploration and Production segment is engaged in the
exploration, development, production and sales of natural

gas.

The Sales of Food and Beverages Business segment is
engaged in the sales of food and beverages to restaurants.

The segment information provided to the Board for the
reportable segments for the six months ended 30 June 2014

and 2013 are as follows:

(@) Information about reportable segment revenue, profit

REBTRREBLERKE R D EPIER
B B M B RIRPTE IR A B S
HEERKLENE o RIBAEKE 2 WEBAERR
FEHRE - KENHMIRBERBUEEEE

NEBE A AT R{ER] RS20
HIRREED S - MERAZIE - -
EENMEEETS -
HERMERBEL S RERBHEIHE
R kR o
RNEBEE-_Z-—NER_ZE—=F,A=1+H
WEAREA  AHREsHMRERTESSH
DEPERNT

(a) FAEAREDIBERA - BRHEBEB

or loss and other information ERREMER
Sales of
Exploration Food and
and Beverages
Production Business Total
Bk &R
BREREE HEEK @st
HK$'000 HK$'000 HK$'000
TAERT TAERT THERT
For the six months ended BE-Zz—NmE
30 June 2014 ANA=tTHIEAEAR
Revenue from external customers KEIBEE Z WA - 20,074 20,074
Reportable segment (loss)/profit MR IER ST Al 2 Al R4
before tax expenses DEB(ER), % T (8,598) 432 (8,166)
Segment results included: DEPEE B -
Interest income A2 A 21 - 21
Depreciation e 315 34 349
Additions to non-current assets BERIEREEE - 31 31
Reportable segment assets AIRE D HEE 3,888,122 18,779 3,906,901
Reportable segment liabilities Al FREDERE (445,181) (16,801) (461,982)




Notes to the Unaudited Interim Financial Statements

RAETE P I B RS R AR Y &t

EEENIHER (&)

3. Turnover and Segment Information (Continued) 3.

(@) Information about reportable segment revenue, profit BFRETHREDBBRA B REEH

(a)

or loss and other information (Continued) BERREMER (E)
Sales of
Exploration Food and
and Beverages
Production Business Total
R R gE
BN EE SHE TS Bt
HK$'000 HK$'000 HK$'000
FHETT FHETT FHET
For the six months ended BE=-—E—=
30 June 2013 NA=THIEARER
Revenue from external customers REINFEE Z WA = 18,586 18,586
Reportable segment (loss)/profit MR IBR 7 f 2 Al 45
before tax expenses D E(E18) S5 F (8,675) 442 (8,233)
Segment results included: DEBEEEE -
Interest income FEWA 10 = 10
Depreciation e 318 30 348
Additions to non-current assets RIEREEE = 21 21
Reportable segment assets ARED B EE 3,939,539 17,422 3,956,961
Reportable segment liabilities AR EDEAE (420,216) (15,131) (435,347)
Interim Report 2014 R #i%i5 15
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3. Turnover and Segment Information (Continued) 3.

(b) Reconciliation of reportable segment profit or loss,

assets and liabilities

EEENIHER (&)

(b) WHESHBRINEE BERER
ZHER

Unaudited
Loss before income tax BrRET B AIE B six months ended 30 June
RBEX
BZEANA=1+THILAEAR
2014 2013
—E-IF —T—=F
HK$'000 HK$'000
FHET FATT
Reportable segment loss before KRBTSR AT 2 ] s
income tax 7 EBEsHE (8,166) (8,233)
Other income EABA - 1
Fair value gain of financial assets BIEEBECSREEL
held for trading N EEKE 4,585 50
Finance costs B TS AR AN (6,560) (5,919)
Unallocated head office and RO BIHER R
corporate expenses 3753 (6,143) (2,972)
Loss before income tax & TS % Bl ES 18 (16,284) (17,073)
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3. Turnover and Segment Information (Continued) 3. EEHERITER®)
(b)  Reconciliation of reportable segment profit or loss, (b) WHESHBRINEE BERER
assets and liabilities (Continued) ZH R (&)
Unaudited Audited
Assets EE RBEX BEZ
30June 31 December
2014 2013
—E-mEF —E—=F
NA=+H +t=ZH=+—H
HK$'000 HK$'000
FHET FATT
Reportable segment assets A RE D ILEE 3,906,901 4,120,772
Deferred tax assets FEIERIAE B 88,666 90,410
Other receivables H fth e Y kI8 295 591
Financial assets held for trading BErEEEZamEE 7,078 2,493
Unallocated head office and RABLZ MBI EFE K
corporate assets rEEE 21,576 19,006
Total assets 188 = 4,024,516 4,233,272
Unaudited Audited
Liabilities afE REEZ REZ
30 June 31 December
2014 2013
—EB-MmEF —ET—=
ANA=+H t=—A=1+—8H
HK$'000 HK$000
FET FH&T
Reportable segment liabilities AREDHAE 461,982 557,252
Deferred tax liabilities ELEFIBEE 53 53
Convertible notes GRS 128,816 122,256
Amount due to a shareholder IS — B RR R FKIA 40,402 40,402
Unallocated head office and RABL 2 B ERE K
corporate liabilities tERE 7,445 5,365
Total liabilities waE 638,698 725,328
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RASTE X I B RS R AR Y &

4. Other Income 4. HWwA
Unaudited
six months ended 30 June
REEZX
BZEASA=+THLAREAR
2014 2013
—E-mEF —ZET—=F
HK$'000 HK$'000
FET FHET
Bank interest income HRITHEWA 22 10
Sundry income HETEA - 1
22 11
5. Loss before Income Tax 5. BRATEHATEIR
Unaudited
six months ended 30 June
REEX
BZEXA=t+HLEXEA
2014 2013
—E-QmE —T—=%F
HK$'000 HK$'000
FHExT T
Loss before income tax is arrived at FRETS TR EE
after charging/(crediting): Bk (GtA) ¢
Cost of inventories consumed KOBREFE AR 17,877 16,572
Depreciation of property, plant and M - B R
equipment ZiTE 349 348
Staff costs (including directors BIAA
remuneration): (BREESHE)
— Wages and salaries and other benefits — T& Kk¥ia MEME TEF 4,900 4,629
— Pension fund contributions — RIS 65 60
4,965 4,689
Operating lease rentals: KREHEMS -
— Related companies —BELRT 330 240
— Third Parties —%=7 2,515 2,542
2,845 2,782
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Notes to the Unaudited Interim Financial Statements

RAETE P I B RS R AR Y &t

6. Income Tax Credits 6. FiISBiiER
The amount of taxation in the condensed consolidated RS A 2 EER AR ERE ¢

statement of comprehensive income represents:

Unaudited
six months ended 30 June
KRB
BEZA~A=THIAEAR
2014 2013
=F-mF —T=F
HK$’'000 HK$'000
TExT F&7T
Deferred tax RIERIA 1,111 1,577
No provision for Hong Kong profits tax has been made as the MR A E BN R RESEHIARSE - &
Group had tax losses for both periods. PRC enterprise income WERBEBFERIELERE - PRIBEMF
tax calculated at 25% on the estimated assessable profit for 798 T AR 3% R B BB 70 i B SR A ) R A o
both periods. 25%5HE ©
7. Dividend 7. BRE
No dividend was paid or proposed for the six months ended HE-_ZT—NWFENA=1THIENEATER
30 June 2014 (2013: Nil), nor has any dividend been proposed NSRS (ZE—=F : &) BRE
since the end of reporting period. HRE I B AE (T AR B ©
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8. Loss per Share 8. BRER
(a) Basic (@) E=X
Basic loss per share is calculated by dividing the loss BRETBER B ARTEE AEMN
attributable to owners of the Company by the weighted E1ERR DAER A B 8517 i AR A hn e
average number of ordinary shares in issue during the BEmETE o
period.
Unaudited
six months ended 30 June
RGEZX
BEAA=+HLAEA
2014 2013
—E2-mEF —F—=F
HK$'000 HK$'000
FET THET
Loss attributable to owners of RRABEAA
the Company FE(EES1E 15,173 15,496
Number of Shares
ROEE
Weighted average number of BEETERARZ
ordinary shares in issue I 28 7,921,120,000  7,921,120,000
HK Cents
Al
Basic loss per share EREREIE 0.19 0.20
(b) Diluted b) #58
Diluted loss per share is the same as basic loss per share HR AR RE 2 BE S R ‘ﬁﬂ&%%@l
for six months period ended 30 June 2014 and 2013 as R BRBE_TAOFR_T—=FXA

the potential ordinary shares on convertible notes are

anti-dilutive.
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10.

11.

Notes to the Unaudited Interim Financial Statements

Property, Plant and Equipment

During the six months ended 30 June 2014, the Group

acquired property, plant and equipment at the cost of
approximately HK$31,000 (2013: HK$21,000).

Exploration and Evaluation Assets

During the six months ended 30 June 2014, the Group did
not purchase any exploration and evaluation assets.
Movement of the period represented exchange difference of
HK$22,903,000.

Intangible Assets

During the six months period ended 30 June 2014, the
interest in the petroleum production sharing contract acquired
in previous years in relation to the acquisition of subsidiaries
was recognized as intangible assets at costs. No amortization
was provided for the six months period ended 30 June 2014
and 2013. Movement of the period represented exchange
difference of HK$96,603,000.

RAE

10.

11.

EZ AR RS R AR MR

M - BERRE

HE-_Z—NFA=1THIEER » K"&E
EFFRBEZDE BEAXKEBEXKEAOE
31,000 7T (=B —=4 : 21,000/67T) °

HHERFEEE

BE_Z-—MESA=THIAEAR - &
EETERBETMHERTEHEE - HRZ
B FEIE 2= £ 22,903,000 78 7T °

BVEE

BHE-T—MEXA=+B1EEAHM
BRI BE P B A RTE 2 RIF D FT S 2 A i
DGR Z IR AR R ELEE © Bl
ET-MER_T—ZFA=ZTHLEA
& A HARSNE TR 88 o ANHAR 2 #EpiaiE
HEE 96,603,000 T ©
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12. FEUWEBRRX

12. Trade Receivables

Customers are usually offered a credit period ranging from
one to three months. An ageing analysis of trade receivables

as at the balance sheet date is as follows:

BEF—REGZEERR—ZE=EATE -
BRI GEE B 2 BRIGDITA0T -

The Group
rER

Unaudited Audited
REEX KEZ
30 June 31 December
2014 2013
—E-MmF —E-=fF
ANA=+tH +t=ZA=1+—H
HK$'000 HK$'000
FHERT TR
Current to 3 months BEi==1E A 39 10

All trade receivables are neither individually nor collectively
considered to be impaired as there was no recent history of
default and relate to a number of independent customers that
have a good track record with the Group. Based on past
experience, management believes that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group

does not hold any collateral over these balances.

PR BRI R B EERI R K RZBAT
BE ERERAEEZEBIEFHEER
i SRRk BAT BN B R AR Y - IRIE
BELR  EEEREEAMZSEHRIEL
HERE REREERETHRERER
BRGERIDEAR R AT AR D - REE W&
xSRI A TR AR -

13. Amounts due from/to Related Companies 13. Bl BNEBLARR—ERR
and a Shareholder FIE
Amounts due from/to related companies are unsecured, FEUFEf AR N R FUR R - 28R
interest free and repayable on demand; and the amount due JEERERE - MEN —RRENIELSEIR
to a shareholder is unsecured, interest free and is repayable #2ERER-_Z-—RFLtA—H®%E
after 1 July 2015. & e
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14. Trade Payables 14. BFERR
An ageing analysis of trade payables of the Group is as REE 2 ENERFERE DT
follows:
Unaudited Audited
RIBEX REZ
30 June 31 December
2014 2013
—E-0OF —T—=fF
ARA=tH t-—HA=1+—H
HK$'000 HK$'000
TH T AT
Current to 3 months BNEAZ= =1 A 2,427 3,790
Over 1 year —E P 2,946 2,946
5,373 6,736
15. Convertible Notes 15. ATIRE
The movement of the principal amount, liability component AR ERIEASEE BEISHSRERIBOZ
and equity component of the convertible notes are as follows: BEIMT -
Carrying amount
fREE
Liability Equity
component component
=R R
HK$'000 HK$'000
FHET THERT
At 31 December 2013 and RZEBE—=FF+_A=+—80K
1 January 2014 —ZE—mM¥E—-A—H 122,256 2,005,233
Interest expenses MEFRX 6,560 -
As 30 June 2014 RZZE—WHEA=1H 128,816 2,005,233
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16. Share Capital 16. BRA
Number of
shares Amount
KRB EE &8
HK$'000
TET
Authorized: JEE ¢
Ordinary shares of HK$0.05 each FAREEO0.05 7T 2 EiBhk
At 31 December 2013 and R-ZE—=F+—_A=1+—HK
30 June 2014 —E—NFEARA=TH 25,000,000,000 1,250,000
Issued and fully paid: EETREE -
Ordinary shares of HK$0.05 each FIRMEE0.05 702 TiBhk
At 31 December 2013 and R-ZE—=F+—A=1+—HK
30 June 2014 —E—NFEARA=TH 7,921,120,000 396,056

On 18 July 2014, 1,584,224,000 shares were issued at the
subscription price of HK$0.101 per share for general working
capital.

17. Related Party and Connected Transactions 17.

During the period, the Group had the following significant
transactions with related parties:

R-Z—WmFtAH+/\HB ' 1,584,224,000
BER% 1D 2 R BB B TP 0.101 BT 31T » AR

F—REEEE °

FEBALREERS

HN > REBEEREBALTEATERRS :

Unaudited
six months ended 30 June
REER
BEAA=+THLEREAR
2014 2013
=ik —EF—=F
HK$'000 HK$'000
FET FHET
Key management personnel remuneration: FZEIEASME :
Director — short-term employee £ —HHES
benefits & F 1,124 1,066
Rental expenses paid to related ENEELRA]
companies (note i) e (BEi) 330 240
Sales of food to related companies (note i) [FEAE A FISHE R (atii) 19,904 18,484
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17. Related Party and Connected Transactions
(Continued)

Notes:

The rental expenses were paid to Hon Po Investment Limited
and Speedy Fortune Limited of which directors of certain
subsidiaries of the Company have a beneficial interest. The
rental expenses were based on the tenancy agreements signed

with the Group.

The directors of certain subsidiaries of the Company who have
held beneficial interests of Bestcase Hong Kong Limited,
Dragongem Development Limited, Jing Hua (Allied) Limited,
Metropolis Harbour View Chinese Cuisine Limited, Ocean
Grace Investments Limited and Twin Star Investments Limited
are namely Mr. Chan Nun Chiu, Ms. Lim Mai Tak, Grace, Mr.
Cheung To Seng, Mr. Ng and Mr. She Hing Chiu.

18. Litigation

In January 2014, two independent parties (the
“Plaintiffs”) undertook a legal action against three
parties. These three parties are referred to as the “First
Defendant”, “Second Defendant” and the “Third
Defendant” (collectively referred to as the
"Defendants”). The First Defendant and Second
Defendant is the Company’s substantial shareholders
and the Company is the Third Defendant.

Based on the statement of claims, the Plaintiffs alleged
that the First Defendant and Second Defendant have
agreed to transfer a total sum of HK$106,820,000
convertible notes (“CN in dispute”) of the Company to
them. The Plaintiffs alleged that they are the legal
owners of the CN in dispute but the Company fail to
recognize the transfer and fail to issue shares with their
conversion instruction. The Plaintiffs seeks for total
damages of HK$106,820,000 and interests and related

costs.

17.

18.

BERATIRBERS @)

wiaz -

(ii)

5"_!(

ojp

I

HERAX N TEEREFR R B RKE
BERAR HARRETHEARZES
BEEDER HeMXNREBEEAEH
FEsT 2 S HTE

ARBAETHBRRZESZH  REEE
BERAR BZEZRRARADA - RKE
(B&)BRAR - RRHFRAR RF
BREARARIREEREARAAFKAE
BnEaEETRRERELE  MERK
T REBAERE  RAEERKEFRL -

“EFE-A mEBLL(RE
ADB=REEEFDR - Z=7H K
RS [F—WEA] [E_REA]
RIE=mEAIGHEREAN] < £
—HWEARF-_WEARARARELE
PR MARBRE=HEA °

RIBRRBH REAZBHEE RS
ARBE-_HEAREERERAHK
106,820,000 JT #Y 2 2% 7] 7] #2 f& 22
BEISERTRRRE]D TSR
SABRBRERSFEVRBRRIEL
BEHA N - BERRBIREEEREZ
RORBERB IR F 2 i85 F T
e REABRBREBEEAGHK
106,820,000/ 7T R A E RABREER °
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18. Litigation (Continued) 18. /A (&)

(Continued)

The Third Defendant filed defense on 12 March 2014
where the Third Defendant denied the claim made by
the Plaintiffs. The management of the Company
assessed that the litigation would have no material
impact to the financial position of the Company and the
liability to the Company is remote.

On 16 June 2014, the Company received a writ of
summon in the High Court of Hong Kong relating to the
termination of placing agreement on 21 May 2014 with
United Simsen Securities Limited (“United Simsen”).
United Simsen as the plaintiff claimed against the
Company for (a) the sum of HK$3,010,025.60; (b)
reimbursement of costs and expenses; and (c) indemnity
against all claims, damages, costs and expenses from
the placees, together with interest and costs. The
Company is seeking legal advice from its legal advisers
to uphold the Company’s rights and position relating to
the termination of the Placing Agreement. Details of the
termination of placing agreement were disclosed in the
Company’s announcement dated 21 May 2014. No
provision is made in the current financial period.

On 11 July 2014, the Company received a writ of
summon in the High Court of Hong Kong relating to the
termination of open offer and underwriting agreement
on 23 June 2014 with United Simsen. United Simsen
claimed against the Company for (a) the sum of
HK$8,850,496.07; (b) reimbursement for all reasonable
legal fees, documentation fees and other reasonable
out-of-pocket expenses in respect of the open offer
under the underwriting agreement; and (c) indemnity
against all claims, damages, costs and expenses from
the sub-underwriters under the underwriting agreement,
together with interest and costs. The Company is
seeking legal advice from its legal advisers to uphold
the Company’s rights and position relating to the
termination of open offer and underwriting agreement.
Details of the termination of open offer and underwriting
agreement were disclosed in the Company’s
announcement dated on 23 June 2014. No provision is
made in the current financial period.
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Management Discussion and Analysis

BEREWN DN

Operating Results

During the six months period under review, the Group recorded the
turnover from the food and beverages business of approximately
HK$20,074,000 (2013: HK$18,586,000), representing an increase of
8% as compared to the corresponding period in 2013. The turnover
derived wholly from the sales of food and beverages business
segment, the exploration and production segment did not
recognize any revenue during the corresponding period.

The Group recorded a loss for the six months period attributable to
the owners of the Company of approximately HK$15,173,000
compared to a loss of approximately HK$15,496,000 to the
corresponding period in 2013. Loss per share attributable to the
owners of the Company was 0.19 HK cents (2013: 0.20 HK cents).

Interim Dividend

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2014 (six months ended
30 June 2013: Nil).

Business Review

Exploration and Production Segment

The Group has successfully completed the acquisition (the
“Acquisition”) of Totalbuild Investments Group (Hong Kong)
Limited and its subsidiaries (“Totalbuild Investments Group”) in
2011 which has entered into petroleum contract with China
National Petroleum Corporation (“CNPC") for the drilling,
exploration, exploitation and production of oil and/or natural gas
within the specified site located in North Kashi Block, Tarim Basin,
Xinjiang, PRC (the “Petroleum Contract”). The term of the
Petroleum Contract is for a term of 30 years commencing 1 June
2009.

Under the Petroleum Contract, the Group shall apply its appropriate
and advanced technology and management expertise and assign
its competent experts to perform exploration, development, and
production of natural gas and/or oil within the site. Under the
Petroleum Contract, in the event that any oil field and/or gas field is
discovered within the site, the development costs shall be borne by
CNPC and the Group in the proportion of 51% and 49%,
respectively.

RERE

RANEAEBESERN - NEENE MR ER
$% 18 & 3 28 #920,074,000%8 T( =T — =4 ¢
18,586,000 L) R_F—=F R LF8% -
EEBENTE2RENEERM AR EBLS I -
i BN R Ko A E o B[R] BRI AR FERR R AT iz o

Rz~ E B8R - AEBEREAQRIEES AW
E51E#15,173,0008 7T - M =—Z —=F R HRIEE
B E184915,496,0008 7T - NARIHEA AEES
fEEIEA0.19 8L (ZF—=4F : 0.20/8L) °

RERE

EEGIEEMRBE_ZT—HFERA=ZTHILER
ERERMNFPEHRE(BE_Z—=FA=1HIL
NER - E) -

EHOEE

HRREED

R-T——F AEERNTRREHEIRES
B (FB)ARARMEMBAR([HARKREERE])
ZEE(WRHEER])) mMHAKREEEDEPR
AmMAAREE AR ([HEAMERDFTZTA
HAR  URPEFEEERRMR TR
EEMBRER  BR RABEREELMEHX
AR(BHMEND) - BHANFHE_ZTTNF
NA—RE  SH30%F -

RIEABEH  NEBBRAEE & ILEORII
REBES - WIHRBBA ERIEZ M ETTH)
B HABEREERRAR %08 BREA®RA
4 MEZBANEIRTFCHEA L HRE - F
B ik 5 B e AN SR B8 9 RIHR 51% K 49% H EE £
EHEF R

Interim Report 2014 #3355 27



Management Discussion and Analysis

BN DN

Business Review (Continued)

Exploration and Production Segment (Continued)

According to the Petroleum Contract, the exploration period covers
6 years. The managements have devoted much of its resources
during the period in exploration and research studies.

The development period of any oil/gas field will start from the date
of the completion of the Overall Development Program ("ODP").
ODP is a document that is required to be approved by the relevant
government authorities before the development can commence.
ODP comprises a formal development engineering plan, backed up
by survey results and relevant studies, together with a full economic
analysis and time schedule of the development operations.
However, there was delay in finalizing the ODP documentation and
the preparation of formal reserve report. The production period
should start immediately after obtaining relevant government
approval on ODP.

During the period subsequent to the Acquisition, we are carrying
out pilot productions with CNPC at the site. 127,650,000 (year
ended 31 December 2013: 314,830,000) cubic meters of gas was
being extracted for the six months ended 30 June 2014. The
information obtained from research and pilot production will form
part of the information to be applied in the ODP. The gas so
produced during the pilot productions has been sold to the local
customers by CNPC near the site area.

As at 30 June 2014, the acquired oil/gas field has approximately
estimated contingent resources of 47.4 (31 December 2013: 47.4)
thousand barrels of oil and 11,739 (31 December 2013: 11,802)
million cubic metres of natural gas (based on Group's 49% net
entitlement interests in Petroleum contract). These contingent
resources are quantities of oil and gas estimated, to be potentially
recoverable from known accumulations by application of
development projects, but which are not currently considered to be
commercially recoverable due to one or more contingencies. The
risks associated with these contingent resources included, (i) no
definitive Gas Sales Agreement nor accurate information on likely
future sales prices; (i) the future overall development program is
still to be developed and approved; and (iii) the field is situated in a
remote location.
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Management Discussion and Analysis
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Business Review (Continued)

Exploration and Production Segment (Continued)

During the period, the exploration and production segment did not
recognize any revenue and the Group is still negotiating with CNPC
regarding the price term. The segment loss before income tax was
approximately HK$8,598,000 (2013: HK$8,675,000). No
development and production activity was carried out under the
Petroleum Contract, the pilot-production is not regarded as
production activities as the Petroleum Contract is still in its
exploration stage and ODP is yet to approve.

The results of operations in exploration and production segment
and costs incurred for exploration and evaluation assets acquisition

and exploration activities are shown as below:

(a)  Results of operations in exploration and production segment

¥ioEE)

BEREESH(E)

BN BEREREED DI EERTAUWA - A
SBENERERETATREABEBRER - 25
KBTS R AT 18404 8,598,0008 TT( — T —=4F :
8,675,000/ 7T ) o B IRA M E LEITHRE R
SEERE MAEEYTEEEEETS  FAA
BRAHNERSIRMEE - BRI EEEMAE

TE -

HRMEED A2 REEE  WRHRRFHE
EWE RSB EE ZRARIIMT

(&) BFERREESGLEREE

Net sales to customers BEFHER
Other income HAw A
Operating expenses REFIX
Depreciation e

Results of operations before income tax  FRFT1SFEF X Al
expenses RERE

Unaudited
six months ended 30 June
RQEX
BEANA=1+THLAEA
2014 2013
—E-—0OF —E—=
HK$'000 HK$'000
FET FAET
10
(8,367)
(318)
(8,675)

(b) Costs incurred for exploration and evaluation assets
acquisitions and exploration activities

(b) EIRREEERIBE RSB EL 2K

Unaudited
six months ended 30 June
RBEX
BEXA=1+HLEXEA
2014 2013
— ik —E-=F
HK$’'000 HK$'000
FiBR FHET

Exploration cost B ERACAR

-
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Business Review (Continued)

Sales of Food and Beverages Business

For the six month ended 30 June 2014, the Group recorded a
turnover from the sales of food and beverages business of
approximately HK$20,074,000 (2013: HK$18,586,000), representing
an increase of 8% as compared to the corresponding period in
2013. The segment profit before tax expenses was approximately
HK$432,000 (2013: HK$442,000). The revenue from the sales of
food and beverages business continued to maintain stable, the
management will continue to keep track of the economic
environment and imply tight costs control to it.

Financial Review

Liquidity, Financial Resources and Capital Structure

As at 30 June 2014, the Group had no outstanding interest-bearing
borrowings (31 December 2013: Nil). The cash and cash equivalents
of the Group were approximately HK$225,718,000 (31 December
2013: HK$317,452,000). The Group's current ratio (current assets to
current liabilities) was approximately 0.7 (31 December 2013: 0.8).
The ratio of total liabilities to total assets of the Group was
approximately 15.9% (31 December 2013: 17.1%).

As at 30 June 2014, the convertible notes outstanding principal
amount of HK$1,958,670,000 due in 2041 not carrying any interest
with right to convert the convertible notes into ordinary shares of
the Company. The conversion price is HK$0.168 per share (subject
to adjustments) and a maximum number of 11,658,750,000 shares
may be allotted and issued upon exercise of the conversion rights
attached to the convertible notes in full. During the period, no
convertible note was converted to ordinary shares of the Company.
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Management Discussion and Analysis

BEREWN DN

Financial Review (Continued)

Subscription of new shares under general mandate

On 23 June 2014, the Company had entered into the subscription
agreement with Harvest Fund Management Co., Ltd. (“Harvest
Fund”), pursuant to which the Company had agreed to issue and
allot and Harvest Fund had agreed to subscribe for 1,584,224,000
subscription shares at the subscription price of HK$0.101 per
subscription share. The subscription price of HK$0.101 per
subscription share represents a discount of approximately 7.39% to
the closing price of HK$0.109 per share as quoted on the Stock
Exchange on 20 June 2014 being the last trading day prior to the
date of the Subscription Agreement. The gross proceeds and net
proceeds from the subscription amount to approximately HK$160
million and HK$159 million, respectively. The Company intends to
apply the net proceeds from the subscription for general working
capital of the Group. The completion of the subscription took place
on 18 July 2014. Details of which were disclosed in the Company’s
announcement dated on 23 June 2014 and 18 July 2014
respectively.

Charge of Assets
None of the assets of the Group were pledged as security for any
banking facilities and borrowings as at 30 June 2014 and 2013.

Exchange Exposure

The Group mainly operates in Hong Kong and PRC and the
exposure in exchange rate risks mainly arises from fluctuations in
the HK dollar and Renminbi exchange rates. Exchange rate
fluctuations and market trends have always been the concern of the
Group. The policy of the Group for its operating entities operates in
their corresponding local currencies to minimize currency risks. The
Group, after reviewing its exposure for the time being, did not
enter into any derivative contracts aimed at minimizing exchange
rate risks during the year. However, management will monitor
foreign currency exposure and will consider hedging significant
foreign currency exposure if necessary.

Capital Commitments

The Group had capital commitments of approximately
HK$162,022,000 as at 30 June 2014 (31 December 2013:
HK$167,291,000).
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Management Discussion and Analysis

BN DN

Financial Review (Continued)

Litigation

a.

In January 2014, two independent parties (the “Plaintiffs”)
undertook a legal action against three parties. These three
parties are referred to as the “First Defendant”, “Second
Defendant” and the “Third Defendant” (collectively referred
to as the “Defendants”). The First Defendant and Second
Defendant is the Company'’s substantial shareholders and the
Company is the Third Defendant.

Based on the statement of claims, the Plaintiffs alleged that
the First Defendant and Second Defendant have agreed to
transfer a total sum of HK$106,820,000 convertible notes
("CN in dispute”) of the Company to them. The Plaintiffs
alleged that they are the legal owners of the CN in dispute
but the Company fail to recognize the transfer and fail to issue
shares with their conversion instruction. The Plaintiffs seeks for
total damages of HK$106,820,000 and interests and related
costs.

The Third Defendant filed defense on 12 March 2014 where
the Third Defendant denied the claim made by the Plaintiffs.
The management of the Company assessed that the litigation
would have no material impact to the financial position of the
Company and the liability to the Company is remote.

On 16 June 2014, the Company received a writ of summons
in the High Court of Hong Kong relating to the termination of
placing agreement on 21 May 2014 with United Simsen
Securities Limited ("United Simsen”). United Simsen as the
plaintiff claimed against the Company for (a) the sum of
HK$3,010,025.60; (b) reimbursement of costs and expenses;
and (c) indemnity against all claims, damages, costs and
expenses from the placees, together with interest and costs.
The Company is seeking legal advice from its legal advisers to
uphold the Company’s rights and position relating to the
termination of the placing agreement. Details of the
termination of placing agreement were disclosed in the
Company’s announcement dated 21 May 2014. No provision
is made in the current financial period.
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Management Discussion and Analysis

BEREWN DN

Financial Review (Continued)

Litigation (Continued)

c. On 11 July 2014, the Company received a writ of summons in
the High Court of Hong Kong relating to the termination of
open offer and underwriting agreement on 23 June 2014 with
United Simsen. United Simsen claimed against the Company
for (a) the sum of HK$8,850,496.07; (b) reimbursement for all
reasonable legal fees, documentation fees and other
reasonable out-of-pocket expenses in respect of the open
offer under the underwriting agreement; and (c) indemnity
against all claims, damages, costs and expenses from the sub-
underwriters under the underwriting agreement, together with
interest and costs. The Company is seeking legal advice from
its legal advisers to uphold the Company’s rights and position
relating to the termination of open offer and underwriting
agreement. Details of the termination of open offer and
underwriting agreement were disclosed in the Company’s
announcement dated on 23 June 2014. No provision is made
in the current financial period.

Contingent Liabilities
Save as the litigation disclosed above, the Group had no other
material contingent liabilities as at 30 June 2014 and 2013.

Employee Information

As at 30 June 2014, the Group had a total workforce of 40 (2013:
46). The Group remunerates its employees based on their work
performance, working experiences, professional qualifications and
the prevailing market practice.

Prospects

Natural Resource Industries

The Group has been seeking investment opportunities from time to
time to broaden the Group's sources of income. The success of the
Acquisition of the Totalbuild Investments Group in 2011 enables
the Group to diversify its business into natural resources business.
Although the delay in the production plan of oil/gas in Xinjiang will
delay the return for the capital investment in oil and gas business,
the management of the Group maintains its long-term confidence
on the natural gas and oil industries and the Acquisition will
broaden the revenue stream of the Group in the future.

Sales of Food and Beverages Business

It is expected that the sales of food and beverages business will still
generate stable revenue, we will take a very cautious approach to
manage its operation and implement a tighter costs control in the
near future.
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Directors’ Interests and Short Positions in Shares

As at 30 June 2014, the interests or short positions of the directors
and chief executives and their associates has any interests in the
shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 & 8 of Part XV of the SFO (including interests which they
are taken or deemed to have under Section 344 of the SFO) or
which are required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or which are required to
be notified to the Company and the Stock Exchange pursuant to

the Model Code were as follows:

Long positions in shares:

Name of Director Nature of interest

EERROZERRKRE
RZZE—NFSA=Z+H ESEaRITHRAER
R i & 2 B8 A LR AR Bl S E AT 0] B EE A E (O
ERBHRIEGRO([BHFRIEHG ) EXVED)
2B - HERG RESFF  HEESFRARK
PIEXVEHET RS HMMEAME RN T R
FTz gk B (BIEFEF KB E G0 5 344 1&FT
BIESE Az #ER)  EH REBEKIIE 352 K
RE AR AZIGOIFTIEE 2 skt 2 SR A
SIRET AR E BN G AN T R AT 2 ok
REWT

By zire

Approximate
Number of percentage of

ordinary shares held issued share capital

HEBITRA
ESHR EEME FEEBEREE BOBEDE
Zhao Guogjiang Beneficial owner 13,180,000 0.17%
R ExnEBAA
Save as disclosed above, none of the directors or chief executives B FXFREEEN RoE—mESXA=+H -

of the Company had, as at 30 June 2014, any interests or short
positions in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO),
or which were recorded in the register required to be kept by the
Company under Section 352 of the SFO, or which were required to
be notified to the Company and the Stock Exchange pursuant to
the Model Code.
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Other Information
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Directors’ Rights to Acquire Shares or Debentures

Apart from the share option scheme disclosures in the section
“Share Option Scheme” below, at no time during the past six
months period was the Company or any of its subsidiaries a party
to any arrangement to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or

debentures of, the Company or any other body corporate.
Share Option Scheme

Pursuant to an ordinary resolution passed at the extraordinary
general meeting of the Company held on 25 June 2013 and the
Stock Exchange granting approval of the listing of and permission
to deal in the shares to be issued under the share option scheme
(the "Share Option Scheme”) on 26 June 2013, the Company has
adopted the Share Option Scheme to replace the expired share
option scheme adopted 28 January 2002 and as amended on 2
November 2006.

Under the terms of the Share Option Scheme adopted conditionally
by the Company on 25 June 2013, the Board of the Company may,
at its discretion, grant options to eligible participants to subscribe

for shares in the Company.

No share option was granted and exercised during the interim
period under review and there was no outstanding share option as
at 30 June 2014 and 2013.
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Substantial Shareholders’ interests and Short Position TERRZEZRARE
RIE—NFNA=1tH B AARSHRT
A BINZ AETRAR ]2 B fn R AB R 5
BHEESNEEIEDIE 336 R TEA QB ES A
OB 2 R SOA BT ¢

As at 30 June 2014, the interests or short positions of the persons,
other than a director or chief executive of the Company, in the

shares and underlying shares of the Company as recorded in the

register required to be kept by the Company pursuant to section
336 of the SFO were as follows:

Long Positions in the Shares and Underlying Shares of the

Company

RAQARDGRABRG ZFE

Total number

Approximate

Number of  of sharesand  percentage of
Number of underlying underlying issued share
Name of Shareholders Nature of interests shares shares shares capital
HE BHER  HEBRTRE
R R ERtE R E BROHE HBEROEH BMABFDE
U.K. Prolific Petroleum Group  Beneficial Owner 1,860,000,000 11,658,750,000 13,518,750,000 170.67%
Company Limited'
U.K. Prolific Petroleum Group ~ E#m#EH A
Company Limited"
Wang Hanning' Interest of controlled 1,860,000,000 11,658,750,000 13,518,750,000 170.67%
corporation
TEE RIEHER 2 e
Harvest Fund Management Beneficial Owner 1,584,224,000 0 1,584,224,000 16.67%
Co., Ltd.2 BERFEAA
SEHEHSBEEERAA?
China Credit Trust Co., Ltd? Interest of controlled 1,584,224,000 0 1,584,224,000 16.67%
FHRETEREEAR? corporation
RIEHER 2 #ex
Wang Da Yong?® Beneficial Owner 2,375,000,000 0 2,375,000,000 29.98%
FTARE? BEREAA
Simsen International Beneficial Owner 617,749,690 0 617,749,690 7.80%

Corporation Limited?

RITEIRR (1) BR A A

EnlAA
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Substantial Shareholders’ interests and Short Position
(Continued)

Notes:

1. According to the Company’s records, U.K. Prolific Petroleum Group
Company Limited (“UK Prolific”) owned (a) 1,860,000,000 shares of
the Company and (b) convertible notes (the “Convertible Note”) in
the principal amount of HK$1,958,670,000 due in 2041 not carrying
any interest with right to convert the Convertible Note into shares of
the Company at a conversion price of HK$0.168 per share. Based on
the conversion price of HK$0.168 per share, a maximum number of
11,658,750,000 shares may be allotted and issued upon exercise of
the conversion rights attached to the Convertible Note in full.
Therefore, the Convertible Note give rise to an interest in
11,658,750,000 underlying shares of the Company being owned by
UK Prolific for the purpose of filings under Disclosure of Interest (“DI")

under Part XV of the Securities and Futures Ordinance.

Based on the DI filings made by the relevant shareholder(s) to the
Company, UK Prolific is wholly and beneficially owned by Mr. Wang
Hanning. As such, Mr. Wang Hanning is deemed to be interested in
all the shares and underlying shares of the Company owned by UK

Prolific.

2. Pursuant to a subscription agreement dated 23 June 2014, Harvest
Fund Management Co., Ltd. (“Harvest Fund”) agreed to subscribe for
1,584,224,000 shares of the Company and was therefore deemed to
be interested in 1,584,224,000 shares for the purpose of DI filings.
The subscription was completed on 18 July 2014, when these shares
were issued and allotted to an asset management product managed
by Harvest Fund, namely China Guangfa Bank-JS FUND-QDII2.

Based on the DI filings made by the relevant shareholder(s) to the
Company, Harvest Fund is 40% owned by China Credit Trust Co., Ltd.
As such, China Credit Trust Co., Ltd. is deemed to be interested in all
the shares of the Company owned by Harvest Fund.
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Substantial Shareholders’ interests and Short Position
(Continued)

Notes: (Continued)

3. Based on the information obtained by the Company from United
Simsen Securities Limited (“United Simsen”), being the placing agent
of the placing announced by the Company on 9 May 2014 (the
“Placing”) and the underwriter of the open offer announced on the
same date (the “Open Offer”) at the relevant time, United Simsen has
sub-underwritten the entire offer shares under the Open Offer to
three sub-underwriters, who have respectively agreed to sub-
underwrite 2,375,000,000, 617,749,690 and 395,000,000 shares
under the Open Offer. On or around 12 May 2014, the Company
received two DI filing forms from United Simsen notifying the
Company that Wang Da Yong and Simsen International Corporation
Limited (“Simsen International”) were respectively deemed to be
interested in 2,375,000,000 and 617,749,690 shares. At the relevant
time, the Company was given to understand that the deemed interest
in shares referred to the shares which Wang Da Yong and Simsen
International had respectively agreed to sub-underwrite under the
Open Offer.

The Open Offer and the underwriting agreement relating to the Open
Offer were terminated on 23 June 2014, but up to 30 June 2014, the
Company has not received any DI filings reflecting Wang Da Yong's
and Simsen International’s ceasing to own the deemed interest in the

relevant shares.

As at 30 June 2014, all the interests stated above represented long
positions and there were no short position interests recorded in the

register.

Purchase, Sale or Redemption of Securities of the
Company

Neither the Company, nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities, during the
six months ended 30 June 2014.
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Corporate Governance Practices

The Company is committed to maintain good corporate
governance standard and procedures.

The Stock Exchange has promulgated the code provisions on
Corporate Governance Code and Corporate Governance Report
(the "CG Code") contained in Appendix 14 to the Listing Rules.
Throughout the six months ended 30 June 2014, the Group has
complied itself with all CG Code and Report except for the

following:

a. A.2.1 of the CG Code which states that the roles of chairman
and Chief Executive Officer (the “CEO") should be separate
and should not be performed by the same individual and the
division of responsibilities between the chairman and CEO
should clearly established and set out in writing. Since the
position of chairman is vacated, the Board is currently
identifying the suitable candidate to fill the vacancy and will
ensure that the chairman will be appointed as soon as
possible. Up to the date of this report, the chairman of the
Board is vacated and Mr. Zhao Guogjiang is the CEO.

b.  Under Paragraph E.1.2 of the CG Code, the chairman of the
Board should attend the Annual General Meeting (“AGM").
However, the position of chairman is currently vacated. Other
Directors have attended the AGM and were prepared to
answer questions from shareholders at the AGM. The
Company will periodically review its corporate governance
practices to ensure that the Company is in compliance with
the requirements of the CG Code.

c. A4.1 and A4.2 of the CG Code, non-executive directors
should be appointed for a specific term, subject to re-election
while all directors should be subject to retirement by rotation
at least once every three years. For the period under review,
all independent non-executive directors of the Company have
not been appointed for a specific term but they are subject to
retirement by rotation in accordance with the Company’s
articles of association.

d.  A.6.7 of the CG Code, Mr. Sun Xiaoli and Mr. Wang
Yongguang, the independent non-executive directors, were
unable to attend the AGM of the Company held on 25 June
2014 as they were out of town for other businesses.
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Other Information
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Change in information of Directors

Pursuant to Rule 13.51B of the Listing Rules, the recent changes in
information of the Directors are set out below:

The remuneration of Mr. Zhao Guogiang (Chief Executive Officer &
Executive Director) was revised to HK$91,000.00 per month with
effect from September 2013.

Save as disclosed above, there is no other information required to
be disclosed pursuant to Rule 13.51B of the Listing Rules.

Subsequent Events
Changes in the particulars of the Directors are set out as follows:

Dr. Gu Quan Rong has been appointed as a non-executive director
with effect from 3 September 2014.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its own Code of conduct regarding
securities transactions by the directors of the Company. All directors
have confirmed following specific enquiry by the Company that
they have complied with the required standard set out in the Model
Code through the period under review.

Audit Committee

The audit committee comprises three independent non-executive
directors of the Company. The audit committee has adopted terms
of reference which are in line with the CG Code. The Group’s
unaudited financial statements for the six months ended 30 June
2014 have been reviewed by the audit committee, who is of the
opinion that such statements comply with applicable accounting
standards, the Listing Rules and other legal requirements, and that
adequate disclosures have been made.

By order of the Board
China Energy Development Holdings Limited
Zhao Guogiang
Chief Executive Officer and Executive Director

Hong Kong, 29 August 2014
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