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Condensed Consolidated Statement of Comprehensive Income

G EE2EWER

For the six months ended 30 June 2017 &@Z=—F—tH& A=+ HIAEA

Interim Results

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 2017
together with comparative figures as follows. These interim financial
statements have not been audited, but have been reviewed by the

Company'’s Audit Committee.

PHIRE

hEERAEERAERAA ([ARR2ES
S(EEE)EUEMRARALENER A
(K@ DEE-_T—tFRNA=1THIXHE
RAZAREZERGEATHEAER L TER
BF -APHMBRRDALEZ HCAAR
AEZZEEEM-

Unaudited
six months ended 30 June
RIBERK
BZEASA=+tHIEAXEA
2017 2016
—E—+tF ZE—RF
Notes HK$'000 HK$'000
hr=2 FEx FHET
Revenue s 3 3,639 782
Cost of sales $HE KA (2,047) =
Other income EH Uz A 4 380 1,296
Staff costs B IRA (4,529) (5,340
Operating lease rentals KEHERS (2,175) (1,958)
Depreciation of property, plant and Y BERSEITE
equipment (464) (391)
Fuel costs and utility expenses mE FKEE (64) (83)
Fair value gain/(loss) of financial assets BErEEZ2amEEZ A FEE
held for trading Wezs (E518) 918 (6,177)
Other operating expenses Hth 48 & F 2 (4,332) (5,492)
Finance costs R E B (3,543) (2,826)
Loss before income tax BrREFBH A E B 5 (12,217) (20,189)
Income tax credits Frig M e 6 629 574
Loss for the period HREE (11,588) (19,615)

REASRBRIERARAR « —S—LEHRHRE 03



Condensed Consolidated Statement of Comprehensive Income

HRGREEE W ER

For the six months ended 30 June 2017 BZ=—ZF—+tH&AXA=1+HIXEA

Other comprehensive income

[tems that may be reclassified
subsequently to profit or loss:

Exchange differences arising on

translation of foreign operations

Total comprehensive income for the

period

Loss for the period attributable to:
Owners of the Company

Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company

Non-controlling interests

Loss per share
— Basic (HK cents)

— Diluted (HK cents)

04 cChina Energy Development Holdings Limited ® Interim Report 2017

Hft 2 mE i

HEn gm0 BEEaER

BERIREBELZEREZER

MREHEKEAE

THEEHRREE:
ZAUNETE? 2SN
FEE R AR s

THIBEAG 2 K AR

AREEB A
IR RS

BRER
— EA (B

— #5F (GBAL)

Unaudited
six months ended 30 June
REQE R
BZAXBA=1tHIEXEA
2017 2016
—E—tF —E—RF
Notes HK$'000 HK$'000
B 5 FExT FABT
82,745 (6,237)
71,157 (25,852)
(11,912) (19,615)
324 -
(11,588) (19,615)
71,175 (25,852)
(18) =
71,157 (25,852)
8
(0.13) (0.21)
(0.13) (0.21)




Condensed Consolidated Statement of Financial Position <

Non-current assets

Property, plant and equipment
Exploration and evaluation assets
Intangible assets

Goodwill

Deferred tax assets

Current assets

Accounts receivables

Financial assets held for trading

Other receivables, deposits and
prepayments

Cash and bank balances

Total assets

Current liabilities
Trade payables
Other payables and accruals

Amount due to a shareholder

Net current liabilities

Total assets less current liabilities

HRESHBRRE

At 30 June 2017 R=F—tFXB=1H

Unaudited Audited
EN <EvA LRIz
30 June 31 December
2017 2016
—E—+tF —E—RF
ANA=+H +-A=+—H
Notes HK$'000 HK$'000
e FET FET
RBEE
Y% BB M ERE 9 32,115 3,396
BHEEFHEE 10 417,638 380,420
mEEE 1 1,628,376 1,571,240
EES 12 7,151 =
RIEFHIBEE 90,155 86,373
2,175,435 2,041,429
REBEE
JE UK BR 3k 13 28,637 26,235
BIEEECZEREE 59,780 58,862
H bR IE - 5T RTE FUE
14,721 6,798
B RIRITEH 182,395 203,719
285,533 295,614
EE#E 2,460,968 2,337,043
REaE
FETRR 14 2,901 =
ot B A5 5B I T RIR 467,782 432,939
R — R RE A 40,402 40,402
511,085 473,341
REBAEEFE (225,552) (177,727)
EEHRERABESE 1,949,883 1,863,702

FEIRERRBRIERERAR « —E—+EhEHE 05



~Condensed Consolidated Statement of Financial Position

B S P BN &K

At 30 June 2017 R=ZE—tHXA=+H

Non-current liabilities
Convertible notes

Net Assets

Equity
Share capital
Reserves

Attributable to owners of the Company

Non-controlling interests

Total equity

FRBAE
AR

EEFE
i
€N
ffi 178

ARBEE ARG
IR RS

BREs

Notes

B

15
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Unaudited Audited
REE LEZ
30 June 31 December
2017 2016
—E—+tF —E—RF
AA=tB t-A=+-H
HK$'000 HK$'000
FET FAT
61,179 58,039
61,179 58,039
1,888,704 1,805,663
475,267 475,267
1,401,229 1,330,396
1,876,496 1,805,663
12,208 -
1,888,704 1,805,663




Condensed Consolidated Statement of Changes in Eq U|t \
Fﬁ BH R A = \"‘ '

For the six months ended 30 June 2017 ﬁ?:-?—tfﬁzxﬁ :'I' H JJ:/\{IFJ

Unaudited
AEEY
Attributable to owners of the Company
NG IN L
Convertible Non-
Issued ~ Contributed Share notes  Translation  Accumulated controlling Total
capital surplus premium Teserve Teserve [osses Sub-total interests equity
BEf Y TAREE FER
R BARH®  RAEE #E  BEEE  ZHER Nt Bn  BREE

HK$'000 HK§'000 HK$'000 HK§'000 HK$'000 HK§'000 HK$'000 HK§'000 HK$'000
FER TEn FhRL FEn Fhn FiEn TR T TR

Balance at 1 January 2016 RZT-RE-A-Hz&8 475,267 30,004 1,679,187 695,828 (95,270) (688916) 2,096,100 753 2,096,853
Total comprehensive income THERENEEE
for the period - - - - (6,237) (19,615) (25,852) = (25,852)
Disposal of subsidiaries (note79) ~ HEMBAF (Hz19) - - - - - - - (753) (753)
Balance At 30 June 2016 RIE-NERA=TRZER 475,267 30,004 1,679,187 695,828 (101,507) (708531) 2,070,248 - 2,070,248
Unaudited
REER
Attributable to owners of the Company
EAERAEE
Convertible Non-
Issued  Contributed Share notes  Translation Accumulated controlling Total
capital surplus premium reserve reserve losses Sub-total interests equity
EE L] B4 TaREE 2R
k& BAR%  ROEE R BEEE  EHER At i  REAE
HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS$'000 HKS'000 HK$'000 HK$'000
ThR TAR THER TER TR TER TR TER ThR
Balance at 1 January 2017 RZT-tE-f-RHe&H 475,267 30004 1,679,187 695,828 (223019 (851.604) 1,805,663 - 1,805,663
Total comprehensive income TR ENREE
for the period - - - - 82,745 (11,912) 70833 3 157
Acquisition of subsidiaries (note 20) - \KEEKIBAE (Ai#20) - - - - - - - 11,884 11,884
Balance At 30 June 2017 RIE-tERAZTRZER 475,267 30,004 1,679,181 695,828 (140,274) (863516) 1,876,496 12,208 1,888,704

Note:  The convertible notes reserve represents the equity component of the  fifz5: wliRpR E=iEEE I3 /Tl IR =i > RS 20 15
convertible notes issued (i.e. option to convert the note into share (BNA] Hin T SRR AR 3R 1B AE) o
capital).

HERBBRIERARAR « —E—+EPHRE 07
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Condensed Consolidated Cash Flow Statement

FAGEHEESRER

For the six months ended 30 June 2017 & =—F—t&~A=1+HILXEA

NET CASH INFLOW/(OUTFLOW)
FROM:

OPERATING ACTIVITIES

INVESTING ACTIVITIES

FINANCING ACTIVITIES

NET (DECREASE)/ INCREASE IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD

EFFECTS OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS AT
END OF PERIOD, COMPRISING
CASH AND BANK BALANCES

RERA ORE) FH#:
REFH
BEER
e

REREERS ORD) EMNERE

HOZ2RERERRE
EXEB s E

MRZRERERRS BERER
RITEAER
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Unaudited
six months ended 30 June
RBER
BEZEAA=1THILEXHEA
2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FERT FAETT
4,242 30,264
(9,719) 43
(5.477) 30,307
203,719 204,278
(15,847) (45)
182,395 234,540




Notes to the Unaudited Interim Financial Statements

AR RS % R R B S R AR B

1. Basis of Preparation

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
(i) Basis of measurement
The financial statements have been prepared under
the historical cost basis except for certain financial

instruments, which are measured at fair values.

(i) Going concern basis

During the period ended 30 June 2017, the Group
has incurred a loss of HK$11,588,000 (2016:
HK$19,615,000) and at the end of reporting period,
its current liabilities exceeded its current assets by
HK$225,552,000 (31 December 2016:
HK$177,727,000). In addition, as detailed below, if
the charge results in a conviction and the Petroleum
Contract is voidable, the Group may not be able to
exercise its rights under the Petroleum Contract.
These conditions indicate 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.

FElS

1. REEE

a. BiEEH
AAREEZGRAGZS PP E @K
EREEBHERZAERAR (5
RAETDFES EMARR (T EWHRE)
Mo EBRABRBEREREEEE
MAg ((BASFMAE])BEH2
BB SR FE345R [ HIB 53R
R

b. FEEERKFELERR

() =EE:E
MBEBRRIRIBEELRARELE
B IERE TSR T AR &%
FeMIADNRATEENE-

(i) BELERE
HE-_ZT—tFA=1+HL
HE A"EEBEEEBSRE
11,588,000/ 7T (ZF — /K& :
19,615,000/ 7T ) « iff A ¥ & HA
R AEEBRBDEABERERD
& E % 225,552,000 T (=
E-—RNE+-A=+—8:
177,727,000 7T) Itk 5N + 38 40
N 3CER - il R BF B BUE 5B &
BRENKNRBER AEBX
MEERITEEEABAENTZ
B -ZERARBREFEEKR
TRHBARE R e RSB
CRELZEBREAZRE  E
b AEBRTERBEER
BEREREEERBRRES

f&e

CRERIERERART « —S—LEPHFE 09
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Notes to the Unaudited Interim Financial Statements

AEBZ P WK

1.

Basis of Preparation (Continued)

b

10

Basis of measurement and going concern
assumption (Continued)

(i)

Going concern basis (Continued)

As further explained in Note 18 to the interim
financial statements, the directors of the Company
was informed that Mr. Wang Guoju was formally
charged by prosecution authorities in the PRC for
undertaking illegal operations (the “Charge”),
possibly involving allegations about improper
conduct in obtaining the Petroleum Contract with
China National Petroleum Corporation (“CNPC") in
relation to the drilling, exploration, exploitation and
production of oil and natural gas in North Kashi
Block, Tarim Basin in the PRC. After taking into
account of a legal opinion obtained by the Group
from its PRC legal advisers, the directors of the
Company consider that the Charge has yet to reach
the judgment stage as at 30 June 2017 and up to
the current date, and that the directors of the
Company is not in the position to assess its possible
impact on the Group’s oil and gas operation and
financial position. According to the legal opinion
from the Group’s PRC legal advisers, the Group may
not be able to exercise its right under the Petroleum
Contract if Mr. Wang Guoju is found guilty for
improper conduct in obtaining the Petroleum
Contract which might render the contract voidable.
However, the directors consider that they have long-
term and regular working relationship with CNPC
and up to now, did not receive any notification from
CNPC declaring the Petroleum Contract voidable,
and so they expected that the Petroleum Contract
will continue to be valid and will be executed as
planned.

1.

RBEXE &)

b HEEERBHEALERR (A)

(ii)

China Energy Development Holdings Limited e Interim Report 2017

RS EEE (F)

o0 0 B B 7S R R Y R 182 —
R NRARERESH T
BEAERTEREERER
EHFEERERE ([ZE
Fl) - AIBE S RARIE AR F
BE B AR MR 10 R R E R -
R RAREEEABRRA
RoAPEABERAREER
A([PABREE]DBRSAEBE
MKAETETR -BEEARE
B\ E A AR B EE Z0A
REREB ARREFERR H
RZERE-_T—tF XA
ZtTERBELCSRARERE
HPORME R N B EFRBERT
R ESE Al e B AN B 2 A
R RARER RPN 25
E-REAEEZFBEAZE
RZZRER HIBELEE
RESAERBHNKETENTAR
WHITER - ATBES B KK R &
Mo RAAEEBRLAITEER
HAEH T ZEN - AMEER
REFEFAREE -—HHRF
EHMEENTHERE MA
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Notes to the Unaudited Interim Financial Statements

AAEF A R R MR

Basis of Preparation (Continued)

b

Basis of measurement and going concern
assumption (Continued)

(i)

Going concern basis (Continued)

As at 30 June 2017, the directors are still negotiating
the Gas Sales Agreements (“GSA") with CNPC and
expect that the negotiation should complete in the
year 2017. 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 key
outstanding point which the Group has yet to agree
with CNPC is the unit price of gas. The natural gas
pricing reform which reformed pricing mechanism
on natural gas is a major reference point for the
Group to negotiate the pricing terms with CNPC.

The Group has been carrying out exploration and
evaluation activities at the site and working with
professional parties to prepare the data and
information that are required for the Overall
Development Program (“ODP") for government
approval before full production could be started. As
at 30 June 2017, the approval of ODP from National
Development and Reform Commission has not yet
been obtained. The delay in finalising the ODP is the
major reason for the delay in government approval.
Based on current information available to the
directors, the directors expect that the ODP should
be ready by 2018. The development and production
period should start immediately after obtaining
relevant government approval.

1.

RBLEE 2)
b HEHERRIBELCEBR(Z)
(i) BELBEE (F)

R-ZT—tFRA=1TH &
FHEPLHEBRDEERER
e ([ERME])  BHER
BR-_FE—tFxk-BPEH
HEEFTVZERBERSZ
TR GRS 5 a0 R 155 % MR 3K K
EBAH RAAREER BRIE
FRNEERXNEE A&
AP AHEEAFERNE
HMRERAAREMEB - RAR
EERFEHETRAREEH
B EASEEF AHEEE
BEBBRRZETELEH-

AEEEERGETHEREKT
HES WEREEALAER
RlERHE R ([LERES
RDFBEERER  UHEK
[FMEM EEAFATERXFARE
HMEE-R_T—tF~H
=+ B HAREEEKE RN
REZES M -TEERTE
42 B8 B B35 5 22 1M AR EVS BUAT
X ZER - BBEEFREA
BzEAR EETEHHRERE
FREN T — N\ FEBEREE
PR3 R AEEBRKRESE BIK
FFRES & ST 2 PR o

TR IERERAT « —E—tEhHRE 11
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Notes to the Unaudited Interim Financial Statements

AEBZ P WK

1.

Basis of Preparation (Continued)

b

12

Basis of measurement and going concern
assumption (Continued)

(i)

Going concern basis (Continued)

As an interim measures to strengthen the Group’s
cash flow before the signing of the GSA, a
preliminary natural gas sharing proposal was
discussed and agreed by the joint management
committee of Kashi project which comprised
representatives from CNPC and the Group on 18
February 2014 (“the Proposal”). Based on the
Proposal, the Group will receive the proposed
distribution of natural gas from pilot-production
which was extracted and delivered before 1 January
2014. A second natural gas sharing proposal was
discussed and agreed by the joint management
committee on 3 March 2015 (the “2nd Proposal”)
which covered the natural gas from pilot-production
which was extracted and delivered during the year
ended 31 December 2014. Up to the date of
approval of this announcement, the Company has
yet to sign another proposal with CNPC which covers
the natural gas from pilot-production which was
extracted and delivered during the years ended 31
December 2016 and 2015. However, the unit price
in the preliminary sharing proposals is only a
preliminary unit price used for preliminary sharing.
The final unit price is still subject to change and
could only be confirmed after the formal GSA
signed. Up to the date of approval of these
consolidated financial statements, the Group has not
yet received the proceeds as agreed in the
preliminary sharing proposals, and the directors has
yet to fix the payment schedule with CNPC.

1.

China Energy Development Holdings Limited e Interim Report 2017

RBEXE &)

b HEEERBHEALERR (A)

(i)

BEEEEE (F)
EREZERMAA NARARE
EReNENRRERE BT
BEEMEAERZEGEN_F
—mFZA+/\B @ ~&iHE
ARRNVERERR (&S
®]) BMEEEZEEHATA
HEBEAER KKRAK-
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—E-MOF-HA-HRRARK
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ARE_MEMHAZAFR(TE @
FR) - REBE_ZT—MOF
TZA=T-RLEFERKRK
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Notes to the Unaudited Interim Financial Statements

AAEF A R R MR

Basis of Preparation (Continued)

b

Basis of measurement and going concern
assumption (Continued)

(i)

Going concern basis (Continued)

The Group's current liabilities as at 30 June 2017 are
mainly attributable to exploration and evaluation
cost payables amounting to HK$406,845,000 (31
December 2016: HK$392,569,000). The directors of
the Company confirm that these contractors are
aware of the fact that the Company has yet to
receive the proceeds from preliminary gas sharing
proposals, and that the Group should be able to
successfully persuade these contractors not to insist
repayment of the construction costs until CNPC has
settled the proceeds as agreed in the preliminary gas
sharing proposals. However, there is no certainty that
these contractors will not demand repayment before

the Company receive the proceeds from CNPC.

In view of the net current liabilities position and the
Charge, the directors have carried out a detailed
review of the cash flow forecast of the Group
covering a period of not less than twelve months
from the end of the reporting period based on
certain underlying assumptions including (i) the
Petroleum Contract continues to be valid; (i) CNPC
will pay the proceeds as agreed in the preliminary
gas sharing proposals before 30 June 2018; (iii) the
Group will be able to successfully persuade
contractors not to insist repayment of the
construction cost payables before the Company
receives the proceeds from the preliminary gas
sharing proposals from CNPC; and (iv) the Group will
be able to raise adequate funding through equity
fund raising. Taking into account the above
assumptions, the directors of the Company consider
the Group will have sufficient working capital to
meet its financial obligations as and when they fall
due within the twelve months from 30 June 2017.

1.

b HEEERIBECEEBSR (&
(i) BELBEE (F)

REBR-_ZE—+FXA=+
HzneBEEZZERNENE
GFEIHER 8 A
406,845,000/ 7T (=& — /< 4F
+=H=+—H":392,569,000
BIL) AAFREEHR %F
AR B AR A AR WEKR
RRMPHZFRZHKIE M
NEBEERER I H Rz EEE
BERFEREBRENKAR
MPERZHEBEZFEBRE
B TEREEMNEEER R
- EERBZEERERET
ERARNFWRAAHEERZ
FTS BRI BB -

ER R B EIFEAMN K &R
FZBERN EERETIET
MHERR  HAKE B RS H
REF AR+ @A BE S
RenEBAETHAERN: ()
Al A SRR ()T A
SEHER _F-NFRA=T
AZAXNRARNEHET
2= AT 109 TE B9 RO ¢ (i) AN 52 [
% BERC T A IR AR AR A A
WER A RmEBERARD S K
FHRZAGHEAR  TB#E
ENEERNER: kivvASK
BEEBERAKRELIDES
EREZ -BEBLABRR
NAEER/AEERR_-F
—tFRNA=tBEE+ @A
AERALEES mEH
MBEE-
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Notes to the Unaudited Interim Financial Statements

AEBZ P WK

1.

Basis of Preparation (Continued) 1. EEE (B
b  Basis of measurement and going concern b FEEERBEKLERR (&)
assumption (Continued)
(i)  Going concern basis (Continued) (i) HEEEEE(E)
As disclosed in Note 18 to the interim financial A0 HA B TS e 2 B 5 1 84 BE
statements, in compliance with the terms attached BRBEE| S E 2GR BK
to the injunction order, in order for the Company to BERRNRBARETRAEE
proceed with possible equity fund raising, the EEARAKFEERR S
Company will need to apply for leave of the Cayman ESEERFBFA UEREE
Court to consent to the possible equity fund raising. TAITRRAEEES -
There is material uncertainty related to the outcomes B EMEHTIRGNERY
of the above events or conditions that may cast FERTEEN AIgHAE
significant doubt on the Group's ability to continue EFECENENBRENRE
as a going concern and, therefore, the Group may - ALt NEE A AR IE
be unable to realise its assets and discharge its BEBBAETEREERGE
liabilities in the normal course of business. Should B -MERAPRELEELER
the use of the going concern basis in preparation of XA BRREEEALT
the consolidated financial statements be determined BEBIAETRAE $1X5E
to be not appropriate, adjustments would have to be BEZEAMEMBREYEZEE
made to write down the carrying amounts of the B - 3 5t AT g B 4 2 (R 28 50
Group's assets to their realisable value, to provide for BEELEE UREERD
any further liabilities which might arise and to BENRIERDARD HEHE
reclassify non-current assets and non-current ERARRBEERTBAR %
liabilities as current assets and current liabilities, ERBE BN RNEGEEHTH
respectively. The effects of these adjustments have wMERPRM-
not been reflected in the consolidated financial
statements.
¢.  Functional and presentation currency ¢ DEREREY
The financial statements are presented in Hong Kong B BmERAB T ([B)) 25
dollars (“HK$"), which is the same as the functional BILIR AN RBMINEEEE -
currency of the Company.
14 china Energy Development Holdings Limited e Interim Report 2017



Notes to the Unaudited Interim Financial Statements

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 2016. 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 2016 with addition
to the following accounting policies and the amendments and
interpretations (the “HKFRSs") issued by the HKICPA, which have
become effective.

The Group has adopted the new and revised standards and
interpretations issued by the HKICPA that are effective for the
accounting period beginning on 1 January 2017. The adoption
of these new and revised HKFRSs has no material impact on the

Group's unaudited condensed consolidated financial statements.

The Group has not early adopted the new and revised HKFRSs
that have been issued but are not yet effective. The Group is in
the process of making an assessment of the potential impact of
these new/revised HKFRSs and the directors are not yet in a
position to quantify the effects on the Group’s financial

statements.
Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the
Group, liabilities incurred by the Group to the former owners of
the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs

are generally recognised in profit or loss as incurred.
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Principal Accounting Policies (Continued)
Business combinations (Continued)

At the acquisition date, the identifiable assets acquired and the

liabilities assumed are recognised at their fair value, except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 “Income
taxes” and HKAS 19 “Employee benefits” respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the acquiree
are measured in accordance with HKFRS 2 “Share-based
payment” at the acquisition date (see the accounting

policy below); and

o assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 “Non-current assets held
for sale and discontinued operations” are measured in
accordance with that standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net amount of the identifiable assets acquired and the liabilities
assumed as at acquisition date. If, after reassessment, the net
amount of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain

purchase gain.

Notes to the Unaudited Interim Financial Statements
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Notes to the Unaudited Interim Financial Statements

Principal Accounting Policies (Continued)
Business combinations (Continued)

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liguidation may be initially
measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree’s
identifiable net assets. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of non-

controlling interests are measured at their fair value.

When the consideration transferred by the Group in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding adjustments
made against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed one
year from the acquisition date) about facts and circumstances

that existed at the acquisition date.

The subsequent accounting of the contingent consideration that
do not qualify as measurement period adjustments depends on
how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured to fair value at
subsequent reporting dates, with the corresponding gain or loss
being recognised in profit or loss.
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Principal Accounting Policies (Continued)
Business combinations (Continued)

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to
fair value at the acquisition date (i.e. the date when the Group
obtains control), and the resulting gain or loss, if any, is
recognised in profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified to
profit or loss where such treatment would be appropriate if that

interest were disposed of.

If the initial accounting for a business combination is incomplete
by the end of the reporting period in which the combination
occurs, the Group reports provisional amounts for the items for
which the accounting is incomplete. Those provisional amounts
are adjusted during the measurement period (see above), and
additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed
as of the acquisition date that, if known, would have affected

the amounts recognised as of that date.
Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see
accounting policy above) less any accumulated impairment

losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group's cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which
the goodwill is monitored for internal management purposes

and not larger an operating segment.

 Notes to the Unaudited Interim Financial Statements
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Notes to the Unaudited Interim Financial Statements

Principal Accounting Policies (Continued)
Goodwill (Continued)

A cash-generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
annually or more frequently when there is an indication that the
unit may be impaired. For goodwill arising on an acquisition in a
reporting period, the cash generating unit (or group of cash-
generating units) to which goodwill has been allocated is tested
for impairment before the end of that reporting period. If the
recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount
of any goodwill, and then to the other assets on a pro-rata basis
based on the carrying amount of each asset in the unit (or group

of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the

amount of profit or loss on disposal.
Revenue 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 three reportable segments:

The Exploration, Production and Distribution 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.

The Money Lending Business segment is engaged in provision of

loans to third parties.
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”Notes to the Unaudited Interim Financial Statements

/ RSER PR B R AN

3. Revenue and Segment Information (Continued)
The segment information provided to the Board for the
reportable segments for the six months ended 30 June 2017 and

2016 are as follows:

(a) Information about reportable segment revenue,

3.

W=k oHER (&)
BE-—T—+ER-T—~E~A=1A
EAEA BRAZBRSBRIBHTESS
D BB T -

(a) FAEAT2#;| o MU - BFRE

profit or loss and other information BEHER R HME R
Exploration, Sales of
Production Food and Money
and Beverages Lending
Distribution Business Business Total

BR EE  HEERMR

ko8 RBEHR BEE® @it
HK$'000 HK$'000 HK$'000 HK$’000
TER TER TER TER
For the six monthsended 30 BEZ=-ZF—t+tFX<A=+H
June 2017 EAREA
Revenue from external customers 4N & & P s 3,323 — 316 3,639
Reportable segment (loss)/profit B #8532 4l /] 235 26
before tax expenses (B518), /%7 (4,947) (909) 251 (5,605)
Segment results included: DEFEE R
Interest income FEKA 4 - - 4
Interest expense FEHE (403) - - (403)
Depreciation of property, plant and %1% BiE MR EITE
equipment (341) (123) = (464)
Reportable segment assets AEHRNHDEE 2,190,456 34,196 27,746 2,252,398
Reportable segment liabilities AZBHBEE (467,970) (16) = (467,986)
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Notes to the Unaudited Interim Financial Statementg\'

AAEF A R R MR

3. Revenue and Segment Information (Continved) 3. WHER D BER (&)

(a) Information about reportable segment revenue, (a) FEE2HMoHUsE BRI E
profit or loss and other information (Continued) BHWERNREMESR (&)
Exploration, Sales of
Production Food and Money
and Beverages Lending
Distribution Business Business Total
B EE HERM
Ty EXEES MEFER st
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TEX TET

For the six months ended 30 June HZE-T—X<FXA=1H
2016 1F~ 18 A
Revenue from external customers  SMEFE P Ui sk - = 782 782

Reportable segment loss before tax 7] 27 & 5 B Al B5 18 7 =

expenses (4,447) (787) 780 (4,454)
Segment results included: DEFEE R
Depreciation of property, plant and %1% BE kBT E

equipment 268 123 - 391
Reportable segment assets AEHRNHDEE 2,222,405 1,738 = 2,224,143
Reportable segment liabilities AEHNHaE (443,521) = = (443,521)
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Revenue and Segment Information (Continved) 3. WzmR D EBER (&)

(b) Reconciliation of reportable segment profit or

22

FR PRI AR M A

loss, assets and liabilities

Loss before income tax

Reportable segment loss before
income tax

Other income

Fair value gain/(loss) of financial assets
held for trading

Finance costs

Unallocated head office and corporate

expenses

Loss before income tax

BEZHE

BRATSBATE R

H A

FIFEBECEMEEZ R TEE
Wz, (BE)

ADBCZ B ERR MR ER X

BATSHATE R
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(b) AEHIWEANNER -BEK

Unaudited

six months ended 30 June
RIBERZ
HEAA=1THIEXEAR

2017 2016
—E—+tHF —E—RE
HK$000 HK$'000
FHBT FET
(5,605) (4,454)

560 502

9218 (6,177)
(3,140) (2,826)
(4,950) (7,234)
(12,217) (20,189)




3.

Notes to the Unaudited Interim Financial Statements

(b) Reconciliation of reportable segment profit or
loss, assets and liabilities (Continued)

Assets

Reportable segment assets

Other receivables, deposits and
prepayments

Financial assets held for trading

Unallocated head office and corporate
assets

Total assets

Liabilities

Reportable segment liabilities

Convertible notes

Amount due to a shareholder

Unallocated head office and corporate
liabilities

Total liabilities

AAEF A R R MR

Revenue and Segment Information (Continued) 3. WK D EBER (&)

(b) AZHIWEANNER -BEK

EBEZYHER (&)
Unaudited Audited
RIBERZ K%
30 June 31 December
2017 2016
—E—t5 —E—RF
~NA=+H +=-—A=+—H
HK$'000 HK$'000
FHET FET
EE
AEWmOHEE 2,252,398 2,086,939
H b fEWEIE - e R TER A
1,268 1,885
BIEEBEzamEAE 59,780 58,862
ROBZBRERERNBEE
147,522 189,357
BB E 2,460,968 2,337,043
Unaudited Audited
RIBEX KEZ
30 June 31 December
2017 2016
—E—+tfF —E—RF
~B=+H +=ZA=+—H
HK$°000 HK$'000
FET AT
=L
AEZHoHAaE 467,986 429,255
TR EE 61,179 58,039
FEf — B AR R FRIE 40,402 40,402
ROz ERNAGAE
2,697 3,684
weE 572,264 531,380
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4. Other Income 4. HW A
Unaudited
six months ended 30 June
RICERZ
BEZEANBA=1tHIEXEA
2017 2016
—E—+ifF —TE—RE
HK$'000 HK$'000
FHExT FHET
Dividend income from financial assets held for HREZFIESEZSRMEET
trading & B U A 325 =
Exchange gain M 5 s - 502
Gain on disposal of subsidiaries (note 19) HEME ARz e (FEE19) - 776
Other Hib 55 18
380 1,296
5. Loss before Income Tax 5. BRFAGBAIEE
Unaudited
six months ended 30 June
RIBERZ
BEAA=1THLEAXEAR
2017 2016
—E—+fF —E—REF
HK$'000 HK$’000
FExT F#ET
Loss before income tax is arrived at after charging: FrFTSFEAIEEE 1k
Depreciation of property, plant and equipment ME- -BEREE2ITE 464 391
Staff costs (including directors remuneration) BETIRA (BREZHS)
— Wages and salaries and other benefits —TERFeREMETREF 4,499 5,294
— Pension fund contributions — RIREHHR 30 46
4,529 5,340
Operating lease rentals ReMERS 2,175 | | 1,958
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Notes to the Unaudited Interim Financial Statement?“

AAEF A R R MR

6. Income Tax Credits 6. ISHIER
The amount of taxation in the condensed consolidated statement R EEmNE R ANBEERE

of comprehensive income represents:

Unaudited
six months ended 30 June
REEEZ
BEAA=THLEXREA
2017 2016
—E—tF —E—XF
HK$'000 HK$'000
FER FHET
Deferred tax EIER A 629 574
No provision for Hong Kong profits tax has been made as the AR AEBE R AR ERES AR R A
Group had unused tax losses brought forward for both periods. HMIEEE WU ERESFESHRIENEE-
No provision for enterprise income tax in the People’s Republic AR AREESH&EFIEER B EE
of China (the “PRC") as the Group utilised the tax losses carried REARIME ([FE])DEMESFRIEN
forward. A -
7. Dividend 7. BRE
No dividend was paid or proposed for the six months ended 30 HE_ZE—tFA=ZtHLERNEALE
June 2017 (2016: Nil), nor has any dividend been proposed since IR SR EIRE (ZE—RFH&) -
the end of reporting period. BREHAREIEERR TS -

FEIRERBRIERER AR « —S—+EhERE 25



Notes to the Unaudited Interim Financial Statements

AEBZ P WK

8. Loss per Share 8. BREHE
(a) Basic (@) EX
Basic loss per share is calculated by dividing the loss BERELRBEEFS ARG HEBE AR
attributable to owners of the Company by the weighted HEER AR ZEITEBRMN M
average number of ordinary shares in issue during the TP BETE -
period.
Unaudited
six months ended 30 June
RIBERX
BZEXA=+HLEXREA
2017 2016
—E2—tF —E—RF
HK$'000 HK$'000
FET FHET
Loss attributable to owners of the RATHB AEGER
Company 11,912 19,615

(b)

26

Weighted average number of ordinary
shares in issue

Number of Shares

RDEE

BETE AR Z InEF A
9,505,344,000  9,505,344,000

HK Cents
AL

Basic loss per share BREAXRERE 0.13 0.21
Diluted (b) #8

Diluted loss per share is the same as basic loss per share for HRABRRERZ2EEEBRAR
six months period ended 30 June 2017 and 2016 as the HEuR HREE2—_2—tF K=
potential ordinary shares on convertible notes are anti- T RFANA=THLMEHAHMHE
dilutive. ZEREEEEEGRENEIEM

ﬁ o
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Notes to the Unaudited Interim Financial Statement?“

Property, Plant and Equipment

During the six months ended 30 June 2017, the Group acquired
property, plant and equipment of approximately HK$28,582,000
(2016: Nil) of which HK$28,299,000 of property plant and
equipment were acquired through the acquisition of subsidiaries
(note 20) (2016: Nil).

Exploration and Evaluation Assets

During the six months ended 30 June 2017, the Group did not
purchase any exploration and evaluation assets (2016: Nil).

Intangible Assets

As at 30 June 2017, 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 2017 and 2016. No impairment loss of intangible
assets was recognised during the six months period ended 30
June 2017 and 2016.

The actual volume of gas production of Kashi Project has
increased to 113,018,000 (six months period ended 30 June
2016: 88,720,000) cubic meters. As a result, no impairment loss
of intangible assets was recognised during the six months period
ended 30 June 2017.

The pre-tax discount rates used for value in use calculation is

21.7% and 19.5% for the six months ended 30 June 2017 and
2016 respectively.

i

10.

11.

AAEF A R R MR

Y5 - BB KRR
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7N £ [ Uy B8 #928,582,000/8 7T (—ZF — X
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“Notes to the Unaudited Interim Financial Statements

AEBZ P WK

12. Goodwill 12. B8
HK$'000
TET
Carrying amount at 1 January 2017 R-ZE—tF—A—HNKEE -
Acquisition of subsidiaries (note 20) W B A R (Ki#E20) 7,151
Carrying amount at 30 June 2017 RZE—+FRA=ZTHENKEE 7,151

The goodwill is attributable mainly to the skills and technical  pgga -3y UL RE B9 B A 5] 8 T By R a8
talent of the workforce in the subsidiaries being acquired during i 4 & AR ZZEWHB AT EAEBE G XA
the period and the synergies expected to be achieved from  zx3& 5 =p a2 1% 38 HY 3 5 4 173 B 20 e -
integrating these subsidiaries into the Group's existing natural

resources segment.

. T
13. Accounts Receivables 13. BWRX
Unaudited Audited
RIBEX EE %
30 June 31 December
2017 2016
—E—+HF —E—RF
AA=+H +=-A=+—H
HK$'000 HK$'000
FET FET
Trade receivables (note a) YRR SR (FizEa) 891 -
Loan and interest receivables in money lending s mmyE S B 78 (Hb)
business (note b) 27,746 26,235
28,637 26,235
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Notes to the Unaudited Interim Financial Statementg\'

AAEF A R R MR

13. Accounts Receivables (Continued) 13. EWERF (&)
Note: MY -
(@) An ageing analysis of trade receivables of the Group is as @ AEBZEKEREESTET:
follows:
Unaudited Audited
REEZ FEE= 23
30 June 31 December
2017 2016
—E—tHF —E—RF
AB=+E +=A=t+-~
HK$000 HK$'000
FET AT
1 —90 days 12904 891 —
(b) As at 30 June 2017, the loan receivables with principal b) R=-F—tFXNA=1TH X8R
amounts of HK$27,500,000 (31 December 2016: 27,500,000 T (ZF—RFE+ A
HK$26,000,000) and related interest receivables of =+ —H :26,000,000/% 7T ) 2 F& U
HK$246,000 (31 December 2016: HK$235,000) were due B3 & AR FE IR B.246,00078 7T (=
from an independent third party. E—R"F+ZA=+—H:235,000

BIL) I —RBILE=TTHER -

The balance was neither past due nor impaired. BRER NG R 18 HA SR (E o
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15.

REZPH BRI

. Trade Payables 14. BEFERM
An ageing analysis of trade payables of the Group is as follows: NEB 7 EAERFERERDITHET
Unaudited Audited
RICER KEZ
30 June 31 December
2017 2016
—E—+tF —T-RF
AA=+HB +-H=+—H
HK$'000 HK$'000
FET FHT
121 - 365 days 121£365H 2,901 -
Convertible Notes 15. AR EE
As a result of the acquisition of Totalbuild Investment Group HRKEBEHARESE (FB)ERAA
(Hong Kong) Limited (the “Totalbuild Transaction”), the (HARZEHE]) ARFREBETAEEH
Company has issued convertible bonds in principal amount of 2,558,000,00078 7.2 A R 55 (56 — it
HK$2,558,000,000 carrying right to convert to shares of the TRERRE]) %,U',K' Prolific PeFr.oleum
Company (“Shares”) at the conversion price of HK$0.168 each Eﬁrtzup C\Cfmpanyl_lmned ( (UKK Prollfch )
HZEBFMAERNATERBARRAKRND
("Tranche | Convertible Notes"”) to U.K. Prolific Petroleum (TRR4R]) - 12 (B B ER0.168% T T R
Group Company Limited (“UK Prolific”), which was nominated H Al 5 EIED UK Prolific EE 75 ([8
by the vendor in Totalbuild Transaction (the “Vendor”) to be the FNDIRBAREEE AR A RIELE
allottee of such bonds. In accordance with the terms of RGEBEZGEFR B—HITBRKRERF R
Totalbuild Transaction, a principal amount of HK$1,279,000,000 ©%81,279,000,0008 7T (ZEREEEST
(the “Shortfall Notes”) out of the Tranche | Convertible Notes ﬁ%\_% AEAR MEBERR EF@E%T
was deposited with an escrow agent which should only be Qﬁf;iiﬁiﬁﬂzgiiiz'ﬂ%
released to the Vendor (or UK Prolific as the Vendor may direct) if % EE i’éﬁfﬁf A 3% i Ejf' I = 6_%3%
the Company receives a written certificate issued by the jTEEi_ﬂEEEE%EZ'X/A E Sl =
TE+ZR=HAZBE[ZBR]) LI
competent evaluator confirming that the “First Designated Area” BRGEEET | AR (FEBZAEK)
(as defined in the Company’s circular dated 3 December 2010, Wb FAIRETES (KRBT T
the “Circular”) can be evaluated on the basis of “Unrisked 22 F UK Prolific) °
Economic Evaluation” (as defined in the Circular) on or before
31 May 2015.
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15. Convertible Notes (Continued) 15. IR ERE (&)
No such written certificate was received by the Company on or ARARIRZ_ZE—RAFRA=+—H=ZA
before 31 May 2015. Under the terms of Totalbuild Transaction, VTEZEEHAEEFE - RERIXRSE
the Shortfall Notes have been returned to the Company for B G ZRERC R B R RIE &
cancellation. The gain of HK$92,459,000 was recorded as the E-ZT-RFAA=ZF+HIEAEAHBR
result of the cancellation of Shortfall Notes during the six months ARAEFHEEEBEMES K=
period ended 30 June 2015. 92,459,000/ 7T °
The movement of the principal amount, liability component and AHREEEAeE BEBs RERHD
equity component of the convertible notes are as follows: ZEEMT
Carrying amount
REE
Liability Equity
component component
aENs 5
HK$'000 HK$'000
FBx FTHET
At 31 December 2016 and 1 January 2017 RZE—-—R"RE+ZA=+—H
MN_F—+F—H—H 58,039 695,828
Interest expenses FIEMX 3,140 =
As 30 June 2017 RZZE—tFXA=1H 61,179 695,828
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16.

17.

32

Share Capital

Authorized:
Ordinary shares of HK$0.05 each
At 31 December 2016 and 30 June 2017

Issued and fully paid:
Ordinary shares of HK$0.05 each
At 31 December 2016 and 30 June 2017

Related Party Transactions

16.

EE

F R (E0.0578 T 2 T3 A%
RZE—ARF+=ZA=+—8H

M-_ZB—+HXA=1H

BERITRER:

FRMEE0.058 T2 & AR
R-FE—RF+-A=+—H

R-F—tEXA=+A

17.

During the period, the Group had the following significant

transactions with related parties:

Key management personnel remuneration:

directors — short-term employee benefits

EEEAEME

BEx—EHEERET

g A<
Number of
shares Amount
BRAEE S8
HK$000
FET
25,000,000,000 1,250,000
9,505,344,000 475,267

BEHALXRS

Him AEBEEBBALAUNTEARS:

Unaudited
six months ended 30 June
RIEER
BEXA=THLXMEA
2017 2016
—E—+tF —E—RE
HK$’000 HK$'000
FET FHT
831 1,261
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18. Litigation

Reference is made to the announcements (the
“Announcements”) of Company dated 7 June 2015, 17 June
2015, 25 June 2015, 29 June 2015 and 18 August 2015 in
relation to, inter alia, the commencement of the Litigation in
relation to Totalbuild Transaction against the Vendor, Mr. Wang
Guoju, UK Prolific, Mr. Wang Hanning and other parties (the
“"Defendants”).

As disclosed in the Announcements, the Board was recently
informed that Mr. Wang Guoju was formally charged by
prosecution authorities in China for (inter alia) illegal operation
crime (the “Charge”), possibly involving allegations about
improper conduct during the obtaining of a petroleum contract
with China National Petroleum Corporation 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”). After taking
legal advice as to the remedies which should be sought by the
Company to uphold its right, on 17 June 2015 (Cayman Islands
time), the Company commenced legal proceedings in the Grand
Court of the Cayman Islands (the “Litigation”) against various
parties including Totalbuild Investments Holdings Group Limited
(the Vendor of Totalbuild Transaction), Mr. Wang Guoju (the
guarantor of the Vendor), UK Prolific (the allottee of Tranche |
Convertible Bonds as nominated by the Vendor) and Mr. Wang
Hanning (owner and controller of UK Prolific), whereby the
Company seeks, inter alia, a declaration that the acquisition
agreement in relation to Totalbuild Transaction (the “Totalbuild
Agreement”) is void or, alternatively, the Company is allowed to
rescind the Totalbuild Agreement, and other remedies including
damages, on the basis that, inter alia, the Charge casts serious
doubt over: (a) the warranties given by the Vendor and Mr.
Wang Guoju in relation to the Petroleum Contract upon which
the Company relied in entering into the Totalbuild Transaction;
and (b) the validity of the Totalbuild Agreement by which the
Company issued Tranche | Convertible Bonds to UK Prolific, and
as a consequence UK Prolific's entitlement to any shareholding in

the Company.

18.

AAEF A R R MR

HFURAAAFBHA-E-—RFE AL
H - ZE—AF~A++tH —E—RHFX
A-—+aH —ZTE—RHFX~XA-t+hBXK
ZE-RFNARTNBZAHB([ZER
f5l) AABHE(HFeRE) a5 =
HFHE R - TEE %4 « UK Prolifics T&
BEEREMALT ([HEADERAFR

BOZELAHHE EEERONETH
EXEWFTRBREERERNBHF (EFE
FBIEFLETR ([HER]) - HPrlgesd
MEAERPBEABRAREBR ARG A
A K LA R BT B 48 B KA M R AT b &
W iEEMBRER HK AEREERAM®
R/ZRAR ([BREN])BIELTET
B EBBRARB AEEELER ME
ERMzMmBTBcEZBRERE R2F
—HAFEANATER(FRERERHE)  -AQ
ARNHASES K ERAREEZRR ([
B HERERAREERERAR (&
BIRGEHEZER) THEEXE(BHZ
R A) UK Prolific (B IR ZE—H#EA]
BRESF ZEEAN)REEERE (UK
Prolific 2 HEB A RIEHIA) - Bt - NAF]
MERSR (AR aE) BR ARSI EE
W ([HAIHSE]) ERNER 5
ARAREATRERAIBZEOERNE R
ROBE - A REMMBEREE(RERE) 2
HAE(HPERE)ZEREUTSEERE
A :@QBEFRIEELERABED
BTIZ2REBE (KRR BZEREBSIGE
THEIZZS)  R(b) HElHz (BEARQR]
15 I 1A UK Prolific 3% (A 58 — #E AT IR (&
* B E B UK Prolific 275 A A K
NAMERRE—F) BRI
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18. Litigation (Continued)

On 23 June 2015 (Cayman Islands time), upon the Company’s
application, the Grand Court of the Cayman Islands made an
injunction order (the “Injunction Order”) that until the
determination of the Company’s Writ of Summons relating to
the Litigation or further order of the Court (inter alia):

1. The Defendants must not (a) dispose of, transfer, deal in,
or diminish the value of, or (b) exercise any rights or
powers (including but not limited to voting rights in
general and/or extraordinary meetings) in respect of, and/
or (c) enter into any agreement to effect the above, in
relation to 1.86 billion issued shares in the Company, being
part of the consideration for the Totalbuild Agreement;
and

2. The Defendants must not complete and/or procure the
conversion of the convertible bonds representing
13,366,190,476 underlying shares in the Company, being
part of the consideration for the Totalbuild Agreement.

On 13 August 2015 (Cayman Islands time), upon the Company’s
undertaking not to allot, issue or deal with additional Shares or
to make or grant offers, agreements or options in relation to the
issuance of any additional Shares or securities (including any
derivative interests in the Shares) without leave of the Court until
the conclusion of the present trial relating to the Litigation or
further Order, the Grand Court of the Cayman Islands made an
order that the Injunction Order be continued until conclusion of
the present trial relating to the Litigation or further Order, and
the Company’s costs of and occasioned by UK Prolific's
Summons be paid by UK Prolific on the standard basis.

As the Litigation has yet to reach the trial stage, the Board is not
in the position to assess the possible impact on the Group’s oil
and gas operation and financial position. The Board will update
shareholders and the public on any material development of the
Litigation by way of announcement if and when appropriate.
Details of the Litigation were disclosed in the Company’s
announcements 7 June 2015, 17 June 2015, 25 June 2015, 29
June 2015 and 18 August 2015.

Notes to the Unaudited Interim Financial Statements

AEBZ P WK

R-BE—HEEANA-+=B(HSHEH
M) KEARAFHF ReHeRERDE %
HEs< ([ZE<])  EARARTERFL
ZEMSRRESEZRBIEA SR (K
BiE) -

1. BLAAQE1,860,000,0000% B % 17 i
m(EARREIBEREZ —3H) -
WaENRA: () HE EE - BHEI
WIEEEE 3 (b) TR (AT AE BT
LEFN(BEETRABRERS
R/SEBEHNREAGZHEER) -
K,/ () AT S AT Al p s (8 Ll & £
B R

2. WEMLTAERESREERE R
NN T113,366,190,476R% HH A IR 19 2
B ES (EAXEMEREZ —

#Bm)

R—_Z—AFENA+=8B (HEHER
M) EARRAAB RBEAEFRDZEANL
RAKRBE—LELH AR RREER
BRESZERT TERE BITHNEE
BEONR D  SAE I S IR B BB 1T R 58
SRR SFE S (BRIERG 2 EAITERR)
ZEH ES R AERS RN ERE
LB EEREGSKHERE BEERE
FRZBEMERIELE—LES AL
M2 &) 5t UK Prolific EEZ B 2 & A #5 M
UK Prolific iz IZ % 3 1+ ©

ARFFAMARETEREY EELRETHE
HALBERRES MMM R BIEFE -
EECRRBERMRFAZEMEAE
BRBTERAM BABRREABALF
BRAFBEHERAARASHA T
—REXNA+tB —E—AFEA+HH-
TE-—FEANA-+HEB -ZZET—REX
A-+thBE-Z—RENA+NHZA
o
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19. Disposal of Subsidiaries 19. HEHNB AT
On 24 June 2016, the Group entered into a sale and purchase RZE—RFANAZ+EA AEEFTL
agreement to dispose of certain subsidiaries at a consideration of EEHE LEETHERAR REAR
HK$50,000, the net assets of the Disposal Group at the date of 50,0008 L M EEEREERR &
disposal were as follows: EFENT:
Unaudited
Date of disposal
REEX
HE AR
HK$'000
FTET
Assets disposed of: BEHECEE:
Other receivables, deposits and prepayment H M EWFRIE - 1R & RIER IR 52
Amounts due from related companies FE UL B & A B FR IR 9,137
Cash and bank balances e RIRITEEER 7
Liabilities disposed of: EHECBE:
Trade payables FET BR K (2,889)
Other payables and accruals H fth & A R IE K JE 5T R IE (6,227)
Deferred tax liabilities BB & (53)
Non-controlling interests FEfE IR fE A (753)
Net liabilities afEFE (726)
Satisfied by: AR
Cash Be (50)
Gain on disposal k=& (776)
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20. Acquisition of subsidiaries

On April 2017, the Group completed the acquisition of certain
subsidiaries in Karamay, the PRC, which are principally engaged

in investment in natural gas pipeline and trading of natural gas

20. WM 4 F

/(= oD =

R-Z—tFMA AEEZTKKEET
RAERNUBKZHBELR ZEMBL
AXENEMBERAREERERRR

in Xinjiang Province. The fair values of the identifiable assets and REE - PNWEBE ZSHMER R #

liabilities of the subsidiaries as at the date of acquisition were as

follows:

Property, plant and equipment (note 9)
Cash and bank balances
Trade receivables

Other receivables, deposits and prepayments

Trade payables
Other payables and accruals

Total identifiable net assets at fair value

Non-controlling interest measured at fair value

Goodwill on acquisition (note 12)

Purchase consideration transferred

/E V=Y SRR )

R & RIRTTAER

& 5 R R

Hfth W R IR ~ 1R & IR R
JE A BR K

H Al FE A5 5RIE K B A RROR

AR FEESENRBNEERE
HBER

AR FEEERIFERES

Wik e (KE12)

EERUEBENLE
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REEMBEBENAFEEET:

Fair value
recognised on
acquisition
A B By
BRNLFEE
HK$'000

THET

28,299
1,815
716
959
(2,794)
(12,986)

16,009
(11,884)
7,151

11,276
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20. Acquisition of subsidiaries (Continued)

An analysis of the cash flows in respect of the acquisition of
subsidiaries is as follows:

AAEF A R R MR

. WK B LR (&

WEHBARMNBRESRESTMOT

HK$'000

FHET

Cash consideration paid ENBEeRE (11,276)

Cash and bank balances acquired FrUiE IR & M BRI T 45 R 1,815
Net outflow of cash and cash equivalents included ReRERRES R L F5E

in cash flows from investing activities (EEEREREEHNRSM) (9,461)

Note:

The Group has agreed to the Vendor of these subsidiaries an additional
RMB6,000,000 (“Second Consideration”) and RMB16,000,000 (“Third
Consideration”) would be paid if the total natural gas output reached
150,000 cubic meter per day (“First Target”) and 300,000 cubic meter
per day (“Second Target”) from the operation before 31 December 2017
and 30 June 2018, respectively.

In any event that the designated gas output cannot be reached, the
Second Consideration and the Third Consideration should be deducted
proportionally in accordance with an agreed formula.

According to the agreement, both the Group and the Vendor retained an
option to dispose the subsidiaries back to the Vendor if the First Target or
the Second Target cannot be reached at 31 December 2017 and 30 June
2018, respectively.

If the acquisition had occurred on 1 January 2017, management
estimates that consolidated revenue of the Group would have been
HK$11,309,000, and consolidated loss of the Group for the period
would have been HK$10,599,000. In determining these amounts,
management has assumed that the fair value adjustments, determined
provisionally, that arose on the date of acquisition would have been the
same if the acquisition had occurred on 1 January 2017.

HEE

Wi

AEBRZENBARNE BT  MEBHXR
RRBEENINR_TE—+tF+=-A=+—8¢
R =_ZF—N\FXA=+HZA1ESH150,0003Z
AR (TE—EEZE]) & H300,0003Z75K ([%
—@EB &) # B EINAKRYS6,000,0007T
([FE=%RKE]) & AR%16,000,0007T ([EFE=
ERE] -

HEEEBEERARES  BIEREHENA
AR HIHMBFE —_EFRERE=ZERE-

BEHZ WE—EE EXNE B FESRIREE
RZE—tEF+ZA=ZF+—RARZZE—N\EFRX
A=1+RHES ARAEEEEFZEHREERE
B A EZENBARERE S -

WEWEEER-_T—+F—F—H%4% 12
Biast A EEERE Was 18 /11,309,000 7T+ A
FEEHNERE BB A10,599,0007 7T © TEETE
AR ERECHREABEBERELNR
FEEAR(BERET) BREINR=ZZT—t
F-R—BRAREFENAFEERAE B
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Operating Results

During the six months period under review, the Group recorded the
turnover of approximately HK$3,639,000 (2016: HK$782,000). The
Group’s turnover was derived from the money lending business
segment of HK$316,000 (2016: HK$782,000) and the exploration,
production and distribution segment of HK$3,323,000 (2016: Nil). The
sales of food and beverages segment did not contribute any revenue

to the Group during the period under review (2016: Nil).

The Group recorded a loss for the six months period attributable to the
owners of the Company of approximately HK$11,912,000, compared
to a loss of approximately HK$19,615,000 during the corresponding
period in 2016. The decrease in loss were mainly due to the increase of
HK$918,000 in fair value gain of financial assets held for trading
during the period under review whereas there was a loss of
HK$5,340,000 recorded for corresponding period in 2016. Loss per
share attributable to the owners of the Company was 0.13 HK cents
(2016: 0.21 HK cents).

Business Review

Exploration, Production and Distribution Segment

During the period ended 30 June 2017, the Group acquired an
effective interests of 26.01% in a subsidiary in Karamay, Xinjiang
through two layers of 51% owned subsidiaries. The operating entity is
principally engaged in investment in natural gas pipeline and trading
of natural gas in Xinjiang province. The operation contributed revenue
of approximately HK$3,323,000 since acquisition. The acquisition
strengthened the natural resources position in Xinjiang area and
further enhanced our reach to the downstream operations. The
diversified operations will enhance our Group to better cope with the

changing environment in the natural resources segment.

The Group’s wholly-owned subsidiary, Totalbuild Investments Group
(Hong Kong) Limited and its subsidiaries (“Totalbuild Investments
Group”) entered into petroleum contract with 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.

e
RERE

RABEAEBEEHBARN NEBRESEEELD
3,639,000/ 7T ( = F — 75 4F 1 782,000/8 7T ) ° A
SEZEBERERNEEB Y BRME - £ERS
D EE . 2 B1E316,0008 T (=T — N F:
782,0007% 7t ) }3,323,000/ 70 ( = ZT — /N F:
) HERMEAK DR ERMLE AN
EEEMEMAKE (ZT—XRF T)o

Rz~ E AR AEBSREARARESR ARG
B8 4911,912,00078 7T - T = F — /< & [ #A Bl 8%
1S58 419,615,000 Lo BEBM O HEEHR
EEHAEARIEEECSREEZ AFEAK
#x £ 918,000/ ;T FT B hh =& — /< B 21 Al
$% 15 #5185,340,0008 L A R Al ATEIH &
BB R A0A3EMN (ZT—RF :0.2178) »

FH O E

BHE -EERDHEDE
REE-_Z—+FNA=THIHM KEEHE
BRERAES 1% EaNBARKENER
B — KB R RA26.01% B - % EIE
ERFECTEBENZTRAREBIRERKA
REE - BB LK - 52218 B Bl 473,323,000/
TR ZWEEEZEE T RMATCHEREX
RE TR Z R ML - W3 — 2538 DN AP 8 T hF
EENRE - ZEL b MEARNE BB
INE MR RAB RS B TEEENIRE -

AEEZ2EMBARARKRESRE (FB)F
RARREMBAR (HARESE]) S Ep
RO EEBERIZ T Amas) URPEHELE
ARBMEFIL R 2 IEE N RER  BFR F%E
REERBE/RRRR([BHEHN]) Al
BRFHE-_ZTNAF A —HE  BH30F-
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Business Review (Continued)

Exploration, Production and Distribution Segment (Continued)
In June 2015, the Group commenced legal actions against the vendor
of Totalbuild Investments Group, as further disclosed in the note
headed “Litigation” in this report.

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.

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.

BEEBNWmR DM

EXBERE )

BR EERDEDI (F)
R-ZZF-—AF A AEEHHAREEEZE
TRRZARFR EEFBHENARE [FAR
B &

RIFAMEH AERERRBEE RTERN M
REBES  WHHIRBEBANEREZIBBET
R RBEREERARR SAH-BREABE
£ MEZMBABEREMHA R LRE P
B A R B e AR SR S D Bl K51 % 49% HILE
AR AN

REABEX HEPAREF - EFIEEEH
REHERMARTERAXREER -

{Ea] 6 SR 0 ) R 3 B R AR BB R B U0 2R (4R RE
RBHR]) TR ZBEFMG - BEFAESET—
DR % T2 /R F A2 48 B B BE R AT #4 R L &
B - RRAE T REE - EARSERMNA
A SIERIBH I EXBER TR S AR —IE%
BHKBES AR E TR EERRBX A
BEBRENRXMNERERREAFERS
HREIGAFILE - A ERHERRAETRRG
BB AR B AN RRE -
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Business Review (Continued)

Exploration, Production and Distribution Segment (Continued)
Despite numerous reminders and enormous efforts of the management
during the period under review, up to the date of this report, no GSA
has been signed with CNPC, and the ODP which signifies the transition
from exploration period into the development period of Kashi Project
and the required reserve report on the cooperation site has not been
finalized. In March 2015, the Group has issued formal application to
CNPC to apply for a two-year extension of the exploration period of
Kashi Project beyond the original headline of 31 May 2015, as the
exploration efforts in the cooperation site has not been completed and
the project cannot proceed into the development period in the near
future. As at the date of this report, the Group has not received any
response from CNPC. The Group will continue to use its best efforts to
make progress on Kashi Project and will seek legal advice with the view

to upholding its right if and when appropriate.

Since the acquisition of Totalbuild Investments Group, pilot productions
were carried out at the site. 113,018,000 (six months period ended 30
June 2016: 88,720,000) cubic meters of gas was extracted during the
six months ended 30 June 2017. The information obtained from
research and pilot production will form part of the information to be
contained in the application of the ODP. The gas so produced during
the pilot productions has been sold to the local customers near the site
area.

As at 30 June 2017, the acquired oil/gas field has approximately
estimated contingent resources of 47.4 (31 December 2016: 47.4)
thousand barrels (“Mbbl”) of oil and 11,489 (31 December 2016:
11,544) million cubic metres (“MMm3") 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 the following
matters: (i) there is no definitive GSA or accurate information on likely
future sales prices; (ii) the future overall development program is still to
be developed and approved; and (iii) the field is situated in a remote

location.

ESACN-ENE )

BR LERDEIW (F)
EERNDESRMEEARSEY EEEES
IRIZEE R NS F) - M B eh B Al SR B R BERT 3L
ERIWE  FwIE I8 B B8R BOE AR B
BHARAZENTREREMFNSERBHER
ERMARBE-R_Z—HF=A Fr5EMO+H
AMEBEXIREMTERE  HREIEREAX
WHRERRB 27 - ST eEE ARER -
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A=1t—RB2#mT AMES HERS EAH
SERFHHRARERME - RAREEH
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EEEeHEREMENKBTIEE A MEEE
B RASEREBEREHESIOAEZE R AHELE
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BAOEBREER 28474 (ZT—XF+=
A=+—H:474) T8/ ([F4J)AHK%11,489
(ZE—R"F+ZA=+—H:11544)BELH
K(TEBBIFRDRAAR(RBREERAH
BHM49% FRERERITE) ZESREER
Efaéﬂi HRRAREE  AIFEERTREE

ARERBENBEEFRARERS AMBATHER A
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Business Review (Continued)

Exploration, Production and Distribution Segment (Continued)
During the period, this operation did not contribute any revenue and
the Group is still negotiating with CNPC regarding the price term.
During the period, the segment loss before income tax was
approximately HK$4,947,000 (six months period ended 30 June 2016:
HK$4,447,000). During the period, no impairment loss of intangible
assets was recognised. 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 be approved.

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

acquisition and exploration activities are shown as below:

(a) Results of operations in exploration, production and
distribution segment

Revenue Was

Cost of sales $HE AR

Operating expenses KRR

Depreciation e

Finance cost A& P AR

Results of operations before income tax B BT 1S 5 5 S A4
expenses

EEEBNWR DN

X ERE (&)

B -EERDHEIE (E)

A AEBWEERMER RS MASEEIE
PERGTER R A MEBER BN 530k
FTB MBI BB A A4,947,0008 T (HE=ZF
—NFARNA=T BN E R HIM - 4,447,000
TC) BN MEmREREERERBE -SIER
BAEHENETHEREERS ABEELT
RIEEETE BAABENTNERIDERE
BHARMELBRERIR-

R LERDHEO B ELERE URBHER
AHEEEWE R IREREL Z AT :

(a) B LERDHEZHEERE

Unaudited
six months ended 30 June
REEX
BEASA=tTHLEAREAR

2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
THET FHET
3,323 -
(2,047) -
(5,479) (4,179)
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Management Discussion and Analysis

BEEWED M

Business Review (Continued)
Exploration, Production and Distribution Segment (Continued)

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

Exploration cost BN

Sales of Food and Beverages Business

For the six month ended 30 June 2017, the Group did not record any
revenue from the sales of food and beverages business segment (2016:
Nil). The segment loss before tax expenses was approximately
HK$909,000 (2016: loss of HK$787,000). No revenue was recorded
during the period was mainly due to the Group's intention to reduce
reliance on the sales of food and beverage. We will continue to keep
track of the economic environment and review the future allocation of

resources as and when required.

Money Lending Business

For the six months ended 30 June 2017, the Group generated revenue
from the money lending business operated by its indirect wholly-
owned subsidiary, Zhong Neng Finance Ltd., a licensed money lender
under the Money Lenders Ordinance (Cap.163, Laws of Hong Kong) of
HK$316,000 (2016: HK$782,000). The segment profit before tax
expenses was approximately HK$251,000 (2016: HK$780,000 ). The
Group continued to adopt a stringent credit policy to mitigate the
credit risk arising from the money lending business, resulting in a
decrease in the revenue when compared to the corresponding period
in 2016.
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Management Discussion and Analysis

Financial Review

Liquidity, Financial Resources and Capital Structure

As at 30 June 2017, the Group had no outstanding interest-bearing
borrowings (31 December 2016: Nil). The cash and cash equivalents of
the Group were approximately HK$182,395,000 (31 December 2016:
HK$203,719,000). The Group’s current ratio (current assets to current
liabilities) was approximately 55.9% (31 December 2016: 62.5%). The
ratio of total liabilities to total assets of the Group was approximately
23.3% (31 December 2016: 27.7%).

As at 30 June 2017, the Company has outstanding convertible notes
in the principal amount of HK$679,670,000 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 4,045,654,761
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.

In June 2015, the Group commenced legal actions against the
holder(s) of the convertible notes, as further disclosed in the note

“Litigation” in this report.

Charge of Assets
None of the assets of the Group were pledged as security for any
banking facilities and borrowings as at 30 June 2017 and 2016.
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Management Discussion and Analysis
BEEENWR DM

Financial Review (Continued)

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$283,089,000 as at 30 June 2017 (31 December 2016:
HK$247,177,000).

Contingent Liabilities

Save as any contingent liabilities which may arise from any of the
litigations disclosed in this report, the Group had no other material
contingent liabilities as at 30 June 2017 and 2016.

Employee Information

As at 30 June 2017, the Group had a total workforce of 32 (2016: 18).
The increase in our workforce was mainly due to the acquisition of
subsidiaries during the current period. The Group remunerates its
employees based on their work performance, working experiences,
professional qualifications and the prevailing market practice.
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Management Discussion and Analysis

Prospects

Exploration, Production and Distribution

The acquisition of the distribution of natural gas business in Karamay,
Xinjiang is intended to strengthen our natural resources operation. We
are hopeful that the exploration, production and distribution of natural
gas business would continue to grow and make contribution to the
revenue of the Group.

As the litigation in relation to the Kashi Project is only in a preliminary
stage, the Company will continue to closely monitor the status of the
project and do what we can to uphold and protect the Company’s
best interest, our investment costs and our expectation on the return
of the project.

Sales of Food and Beverages Business

The management has taken a cautious approach to manage the
operations of the food and beverages segment. The Group will assess
the value and performance of this segment from time to time, and
continue to keep track of the economic environment and review the

future allocation of resources as and when required.

Money Lending Business

The Group established this new segment in the second half of 2015.
The management will continue to look for high quality borrowers in
order to minimise the risk of default. The management has taken a
cautious approach in money lending business in view of the Group’s
current financial position.

Other New Businesses

The Group has been seeking investment opportunities from time to
time to broaden the Group’s sources of income. During the period
under review, the Group has acquired new business in exploration,
production and distribution business which improved the Group's
revenue stream. The Board considers that such diversification can
reduce the Group’s reliance on the Kashi Project and the money
lending business.
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“Other Information
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Directors’ Interests and Short Positions in Shares

As at 30 June 2017, none of the directors or chief executives of the
Company had 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.

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 six months ended 30
June 2017 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.
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Share Option Scheme (Continued)

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.

The Company had 792,112,000 share options available for issue under
the Share Option Scheme, which represents approximately 8.33% of
the issued shares of the Company, as at 30 June 2017.

No share option was granted and exercised during the period under
review and there was no outstanding share option as at 30 June 2017
and 2016.

Substantial Shareholders’ interests and Short
Position

As at 30 June 2017, 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:

i

Other Information ™
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Other Information

Hib & ¥

Substantial Shareholders’ interests and Short

Position (Continued)

Long Positions in the Shares and Underlying Shares of the

Company

Name of
Shareholders

R %

Huge Pearl International Limited!
Pure Light Enterprise Ltd.!

U.K. Prolific Petroleum
Group Company Ltd.

Harvest Fund Management
Co., Ltd.2
REESEBRERAR

China Credit Trust Co., Ltd?

RHMEFRAREERRD?
Wang Da Yong?
EpN--E

Simsen International
Corporation Limited?

RTEIRR (FRR) AR R AP

Nature of interests
Mg

Trustee

ZEEA

Trustee

A

Interest of controlled

corporation

XEGEE R
Investment manager

REKE
Interest of controlled

corporation
REHDEE 2 Ew

Beneficial Owner
BB

Beneficial Owner

ESERA

>

X

TERRz2BEBRXE (8)

REQXARGREBRD ZHFA

Total number of Approximate

Number of Number of ordinary shares  percentage of
ordinary shares underlying and underlying issued
held shares held shares share capital
FRER Fir 5 46 B8 EERRE MHEBRTRAE

R & B BROBE  HEROAR BRBED
1,860,000,000  11,658,750,000  13,518,750,000 142.22%
1,860,000,000  11,658,750,000 13,518,750,000 142.22%
1,860,000,000  11,658,750,000  13,518,750,000 142.22%
1,134,772,000 0  1,134,772,000 11.94%
1,134,772,000 0  1,134,772,000 11.94%
2,375,000,000 0 2,375,000,000 29.98%
617,749,690 0 617,749,690 7.80%

Notes:

1.

48

Based on the filings under Disclosure of Interest (“DI”) under Part XV of
the Securities and Futures Ordinance retrieved by the Company from
public records, (a) U.K. Prolific Petroleum Group Limited (“UK Prolific”)
regarded itself to be interested in 1,860,000,000 shares of the Company
(“Shares”) and convertible notes (the “Convertible Notes”) in the
principal amount of HK$1,958,670,000 due in 2041 not carrying any
interest with right to convert the Convertible Notes into a maximum of
11,658,750,000 Shares at a conversion price of HK$0.168 per Share;
and (b) UK Prolific regarded itself to be wholly owned by Pure Light
Enterprise Limited (“Pure Light”), which was reportedly wholly owned
by Huge Pearl International Limited (“Huge Pearl”), which in turn was
reportedly the trustee for Wang's Trust, a discretionary trust for which
Mr. Wang Hanning was reported as the founder.
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([EEWEE]) (BARFEAHZHRE) ()
U.K. Prolific Petroleum Group Limited ([UK
Prolific | ) 33 7 H #21,860,000,000/% 75 22 &) i {5
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m—FR AT MR ER ((TRRER)PES
i ZEABRREBT BRI A R i
7% %11,658,750,0000% i 17 - #42(B B %0.168
% JC & (b) UK Prolific # & H & Pure Light
Enterprise Limited ( [Pure Light]) =& #4& M
&7 Pure Light 1 Huge Pearl International Limited
([Huge Pearl | ) 2 & # % * ifiHuge Pearl Al & E
REANZTEA TEELEEDZEEETZE
EUNG
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Substantial Shareholders’ interests and Short
Position (Continued)

Long Positions in the Shares and Underlying Shares of the

Company (Continued)
Notes: (Continued)

1. (Continued)

These Convertible Bonds were issued by the Company to UK Prolific
upon completion of the Group's acquisition (“Totalbuild Transaction”)
of the entire equity interest in Totalbuild Investments Group (Hong Kong)
Limited (which in turn holds the entire issued share capital of China Era
Energy Power Investment (Hong Kong) Limited) pursuant to the
acquisition agreement (the “Totalbuild Agreement”) between the
Company (as purchaser) and Totalbuild Investments Holdings Group
Limited (the “Vendor")) dated 22 January 2009. As a result of Totalbuild
Transaction, the Company has issued convertible bonds in principal
amount of HK$2,558,000,000 carrying right to convert to Shares at the
conversion price of HK$0.168 each (“Tranche | Convertible Bonds") to
UK Prolific, which was nominated by the Vendor to be the allottee of
such bonds. In accordance with the terms of Totalbuild Transaction, a
principal amount of HK$1,279,000,000 (the “Shortfall Bonds") out of
the Tranche | Convertible Bonds was deposited with an escrow agent
which should only be released to the Vendor (or UK Prolific as the Vendor
may direct) if the Company receives a written certificate issued by the
competent evaluator confirming that the “First Designated Area” can be
evaluated on the basis of “Unrisked Economic Evaluation” on or before
31 May 2015 (as such terms are defined in the circular in relation to the
Totalbuild Transaction dated 3 December 2010). As no such written
certificate was received by the Company on or before 31 May 2015, the
Shortfall Bonds have now been returned to the Company for
cancellation.

In addition, on 17 June 2015 (Cayman Islands time), the Company
commenced legal proceedings in the Grand Court of the Cayman Islands
(the "Litigation”) against various parties including the Vendor, Mr.
Wang Guoju (the guarantor of the Vendor), UK Prolific (the allottee of
Tranche | Convertible Bonds as nominated by the Vendor) and Mr. Wang
Hanning (owner and controller of UK Prolific), whereby the Company
seeks, inter alia, a declaration that the Totalbuild Agreement is void or,
alternatively, the Company is allowed to rescind the Totalbuild
Agreement, and other remedies including damages, on the basis that,
inter alia, the charge laid by prosecution authorities in China against Mr.
Wang Guoju for (inter alia) illegal operation crime (the “Charge”),
possibly involving allegations about improper conduct during the
obtaining of the Petroleum Contract, casts serious doubt over: (a) the
warranties given by the Vendor and Mr. Wang Guoju in relation to the
Petroleum Contract upon which the Company relied in entering into the
Totalbuild Transaction; and (b) the validity of the Totalbuild Agreement by
which the Company issued Tranche | Convertible Bonds to UK Prolific,
and as a consequence UK Prolific's entitlement to any shareholding in
the Company.
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Substantial Shareholders’ interests and Short
Position (Continued)

Long Positions in the Shares and Underlying Shares of the

Company (Continued)
Notes: (Continued)

1. (Continued)

Up to 30 June 2017, the Company has not received any DI filings from
any of the related parties to reflect any changes of their deemed interest
in the relevant shares in the light of the above developments. However,
after the end of period date of 30 June 2017, the Company subsequently
received DI filings regarding the direct and indirect disposal of deemed
interests in shares by Huge Pearl and Pure Light, apparently as a result of
the vesting and appointment by Wang's Trust of 100% issued share
capital in UK Prolific to and in favour of Luan Xiao Fei, spouse of Wang
Hanning, purportedly taking effect on 16 August 2017.

2. These shares were held an asset management product managed by
Harvest Fund Management Co., Ltd. (“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.

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 2017, 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.
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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 2017.

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 contained in Appendix 14 to the Listing Rules (the
“CG Code"”). Throughout the six months ended 30 June 2017, the
Group has complied itself with all CG Code and Report except for the

following:

a. In relation to A.2.1 of the CG Code, 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 be
clearly established and set out in writing. At all times during the
period under review, Mr. Zhao Guogiang is the CEO of the
Company. Following the resignation of Mr. Wang Yongguang on
27 July 2016, the position of chairman is vacated and the Board

intends to identify satisfiable candidate to fill the vacancy.

b. In relation to E.1.2 of the CG Code, the chairman of the Board
should attend the AGM. Following the resignation of Mr. Wang
on 27 July 2016, the position of chairman is vacated and the

Board intends to identify satisfiable candidate to fill the vacancy.

C. In relation to A.4.1 and A.4.2 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.
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Corporate Governance Practices (Continued)

d. Inrelation to A.6.7 of the CG Code, independent non—executive
directors and other non—executive directors should attend the
Company’s AGM. Dr. Gu Quan Rong, Ms. Ngan Mei Ying, Mr.
Cheng Chun Ying and Mr. Zong Ketao were unable to attend
the Company’s AGM held on 19 May 2017 due to other
business commitments.

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 existing 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 two non-executive directors and 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 2017 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, 31 August 2017
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