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Exploration of Natural Resources

The Group owns the exploration rights of Bayanhushuo Coal Field 

and Guerbanhada Coal Mine, all located in Inner Mongolia 

Autonomous region, the People’s republic of China (the “prc”) 

with total estimated coal resources of approximately 500.05 

million tonnes under the JOrC Code as follows:

inferred

resources

(Million Tonnes)
  

Bayanhushuo Coal Field (“Bcf”) 394.05#

Guerbanhada Coal Mine (“gcm”) 106.00
  

Total 500.05
  

# In order to fulfill the requirement of the PRC government before 

submitting the master planning of BCF, the Group submitted a 

resources report of BCF to the Ministry of Land and Resources of 

the PRC (中華人民共和國國土資源部 ) during 2011. The resources 

report was prepared by Inner Mongolia Long Wang Geographic 

Exploration Co. Ltd.* (內蒙古龍旺地質勘探有限責任公司 ), which 

indicates BCF has an estimated coal resources of approximately 

384.69 million tonnes under the Chinese resources standard 

promulgated by the Ministry of Land and Resources of the PRC.

BCF is located in Xilinguolemeng of Inner Mongolia Autonomous 

region, the PrC. Pursuant to an independent technical 

assessment report issued by SrK Consulting China Ltd on 31 

January  2008,  BCF has est imated coa l  resources o f 

approximately 394.05 million tonnes of high quality thermal coal. 

The current licence period of the exploration right of BCF is from 4 

July 2012 to 4 July 2014. The Group is applying for the renewal of 

the licence period of the exploration right of BCF. Based on the 

past experience in applying for the renewal of the licence period 

of the exploration right of the Group, the directors of the Company 

are confident that such renewal will be approved.

GCM is located in Xilinguolemeng of Inner Mongolia Autonomous 

region, the PrC. Pursuant to an independent technical 

assessment report issued by Steffen robertson and Kirsten 

(Australasia) Pty Ltd. on 30 March 2007, GCM has estimated coal 

resources of approximately 106 million tonnes of high quality 

thermal coal. The current licence period of the exploration right of 

GCM is from 23 September 2013 to 22 September 2015.

The board of directors (the “Board”) of Kiu Hung Energy Holdings 

Limited (the “company”) is pleased to announce the unaudited 

condensed consolidated interim results of the Company and its 

subsidiaries (the “group”) for the six months ended 30 June 

2014.

fiNaNcial HigHligHts
For the six months ended 30 June 2014 (the “period”), the Group 

recorded turnover of approximately HK$70.3 million (2013: 

HK$59.8 million), representing an increase of approximately 

17.6% as compared with the same period last year. The Group’s 

loss attributable to equity holders of the Company for the Period 

was approximately HK$20.2 million (2013: HK$24.6 million). The 

decrease in loss attributable to equity holders of the Company for 

the Period was mainly attributable to an increase in selling price of 

the products and implementation of cost control by the Group 

during the Period. Basic loss per share for the Period was 1.55 

HK cents (2013: 2.06 HK cents). The Board has resolved not to 

pay any interim dividend for the Period (2013: Nil).

BusiNEss aND opEratioNal rEviEW
Segmental Information Analysis

During the Period, the Group continued to engage in the design, 

manufacture and sales of toys and gifts products and the 

exploration of natural resources. The Group has two reportable 

segments, namely “Manufacturing and trading of toys and gifts 

items” and “Exploration of natural resources”.

Manufacturing and Trading of Toys and Gifts Items

Turnover from toys and gifts business was approximately 

HK$70.3 million for the Period (2013: HK$59.8 million). Gross 

profit ratio for the Period was 33.1% (2013: 28.9%). The increase 

in gross profit ratio is mainly due to the increase in the selling price 

of the products and the implementation of the cost control by the 

Group during the Period. The segment loss of the manufacturing 

and trading of toys and gifts items was approximately HK$7.4 

million (2013: HK$12.8 million). The decrease in segment loss was 

mainly attributable to an increase in gross profit ratio.
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The mining licence application process of BCF and GCM was 

much slower than expected. As at the date of this interim report, 

the Group is still waiting for the approval of the master planning 

(總體規劃 ) of both BCF and GCM from the National Development 

and reform Commission of the PrC (中華人民共和國國家發展

和改革委員會 ) and the National Energy Commission of the PrC 

(中華人民共和國國家能源局 ), which is one of the preconditions 

for the application of the mining licence of BCF and GCM.

Selling and Distribution Costs

Selling and Distribution Costs for the Period increased by 

approximately 36.3% to approximately HK$13.9 million as 

compared to approximately HK$10.2 million in the same period 

last year. The increase was mainly attributable to an increase in 

the salaries and commissions of sales staff of approximately 

HK$1.6 mill ion and compensation costs to customers of 

approximately HK$1.2 million during the Period.

Administrative Expenses

Admin is t ra t i ve  expenses for  the Per iod increased by 

approximately 1.9% to approximately HK$26.4 mill ion as 

compared to approximately HK$25.9 million in the same period 

last year. The increase was mainly attributable to an increase in 

consultancy fee expenses of approximately HK$1.6 million.

Liquidity and Financial Resources

The Group generally finances its operations with internally 

generated cash flow and facilities provided by its bankers in Hong 

Kong and in the PrC. As at 30 June 2014, the Group had bank 

and cash balances of approximately HK$19.1 mill ion (31 

December 2013: HK$18.7 million). The Group’s bank and cash 

balances were mostly held in Hong Kong dollars and renminbi.

As at 30 June 2014, the Group’s borrowings amounted to 

approximately HK$87.5 million (31 December 2013: HK$76.2 

million). The Group’s borrowings were mainly denominated in 

Hong Kong dollars and renminbi, of which approximately 44.6% 

(31 December 2013: 77.6%) bore interest at fixed lending rate.

The gearing ratio of the Group calculated as the Group’s 

borrowings less bank and cash balances over its total equity was 

approximately 44.6% as at 30 June 2014 (31 December 2013: 

41.2%).

As the majority of the Group’s transactions and borrowings were 

denominated in Hong Kong dollars, United States dollars and 

renminbi, the Group’s exposure to exchange rate fluctuation was 

relatively insignificant. As such, the Group had not used any 

financial instruments for hedging during the Period.

As at 30 June 2014, certain property, plant and equipment, 

prepaid land lease payments and investment properties held by 

the Group with aggregate carrying values of approximately 

HK$70.6 million (31 December 2013: HK$71.0 million) were 

pledged to secure general banking facilities granted to the Group.

As at 30 June 2014, the Group did not have any capital 

commitments (31 December 2013: Nil).

As at 30 June 2014, the Group did not have any significant 

contingent liabilities (31 December 2013: Nil).

Business Prospects and Future Plan

On 16 April 2014, Joint Hero Holdings Limited (“Joint Hero”, 

being an indirect wholly-owned subsidiary of the Company) 

entered into an acquisition agreement, as amended by the 

supplemental agreement on 27 June 2014 and the letter of 

extension on 19 August 2014, with Delight Grace Limited 

(“Delight grace”, a company incorporated in the British Virgin 

Islands with limited liability) pursuant to which Joint Hero has 

conditionally agreed to purchase and Delight Grace has 

conditionally agreed to sell 28% equity interest in Multijoy 

Developments Limited (the “target company”) for an aggregate 

consideration of up to HK$196 million (the “acquisition”).

Upon completion of the reorganisation to be carried out by Delight 

Grace, 江西雅欣果業有限公司 (Jiang Xi Yaxin Fruit Industry 

Company Limited*), a company established in the PrC with 

limited liability (the “prc company”), will become an indirect 

wholly-owned subsidiary of the Target Company. The PrC 

Company owns the forestry concession rights in respect of the 

forest land in Qiawan Town, Nanfeng County, Fuzhou City, Jiangxi 

Province, the PrC (the “forest land”) with an aggregate site 

area of approximately 1,765.53 mu. The PrC Company had 

appointed a cooperator under a cooperation agreement to 

operate and manage the tangerine plantation business on the 

Forest Land, pursuant to which the cooperator shall pay a fixed 

royalty income for its operation of the tangerine plantation 

business on the Forest Land to the PrC Company.
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The Acquisition enables the Group to diversify its business 

portfolio into tangerine plantation business. Upon completion of 

the Acquisition, the Group will be benefited from the stable and 

recurring income to be generated by the Target Company.

For details, please refer to the Company’s circular dated 22 

August 2014.

Going forward, the Group will review its current operations from 

time to time and will continue to explore other investment 

opportunities that have earning potentials in order to expand its 

existing operations and to further diversify its business to 

maximize the interests of the Group and our shareholders as a 

whole.

Employment, Training and Development

As at 30 June 2014, the Group had a total of 583 employees (31 

December 2013: 499 employees). The Group maintains good 

working relations with its employees and has committed itself to 

staff training and development. remuneration packages are 

maintained at a competitive level and are being reviewed on a 

periodical basis. Bonus and share options are awarded to 

employees according to the assessment of individual performance 

and industrial practice.

* For identification purpose only
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corporatE govErNaNcE practicEs
The Company is committed to ensuring high standards of 

corporate governance. During the Period, the Company has 

complied with all the applicable code provisions set out in the 

Corporate Governance Code contained in Appendix 14 of the 

rules Governing the Listing of Securities (the “listing rules”) on 

The Stock Exchange of Hong Kong Limited (the “stock 

Exchange”).

moDEl coDE for sEcuritiEs 
traNsactioNs By DirEctors
The Company has adopted the Model Code for Securities 

Transactions by Directors of Listed Issuers contained in Appendix 

10 of the Listing rules (the “model code”) as its own code of 

conduct regarding securities transactions by the directors of the 

Company. Having made specific enquiry of the directors of the 

Company, all the directors confirmed that they had compiled with 

the required standards as set out in the Model Code during the 

Period.

auDit committEE
The audi t  committee ass ists the Board in meet ing i ts 

responsibilities for ensuring an effective system of internal control 

and compliance, and in meeting its external financial reporting 

objectives. The audit committee of the Company comprises Mr. 

Lam Siu Lun, Simon, Mr. Zhang Xianmin and Mr. So Chun Pong, 

ricky, the independent non-executive directors of the Company. 

The audit committee has reviewed the unaudited condensed 

consolidated interim financial statements and the interim report of 

the Group for the six months ended 30 June 2014.

cHaNgE iN iNformatioN of DirEctors
The director’s emolument (including any sum receivable as 

director’s fee or remuneration) per month of Mr. Hui Kee Fung has 

been renewed to HK$200,000 with effect on 1 July 2014. Save as 

disclosed above, there is no other change in information of the 

directors of the Company to be disclosed pursuant to rule 

13.51(B) of the Listing rules subsequent to the date of the 2013 

annual report of the Company and up to the date of this interim 

report.

DirEctors’ iNtErEsts iN sHarEs
As at 30 June 2014, the interests and short positions of the 

directors and chief executive of the Company in the shares, 

underlying shares and debentures of the Company and its 

associated corporations (within the meaning of Part XV of the 

Securities and Futures Ordinance (the “sfo”)) which had been 

notified to the Company and the Stock Exchange pursuant to 

Divisions 7 and 8 of Part XV of the SFO (including interests and 

short positions in which they are deemed or taken to have under 

such provisions of the SFO) or which were required pursuant to 

section 352 of the SFO, to be entered in the register referred to 

therein or which were required pursuant to the Model Code to be 

notified to the Company and the Stock Exchange were as follows:
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DirEctors’ rigHts to acQuirE sHarEs 
or DEBENturEs
Apart from as disclosed under the headings “Directors’ Interests 

in Shares” above and “Share Option Scheme” below, at no time 

during the Period were rights to acquire benefits by means of the 

acquisition of shares in or debentures of the Company granted to 

any director or their respective spouse or children under 18 years 

of age, or were any such rights exercised by them; or was the 

Company, its holding company, or any of its subsidiaries a party 

to any arrangement to enable the directors to acquire such rights 

in any other body corporate.

Long position in the shares of the Company

capacity
 

Name of director

Number of

shares or

underlying

shares held

interest of

controlled

corporation

interest of

child under

18 or spouse

Beneficial

owner

approximate

percentage of

shareholding
      

Hui Kee Fung (Note 1) 155,900,000 153,500,000 – 2,400,000 11.10%

Yu Won Kong, Dennis 117,707,364 – 2,900,000 114,807,364 8.38%

Lam Kit Sun 2,400,000 – – 2,400,000 0.17%

Cheung Kai Fung 1,800,000 – – 1,800,000 0.13%

Lam Siu Lun, Simon 1,800,000 – – 1,800,000 0.13%

Zhang Xianmin 1,800,000 – – 1,800,000 0.13%

Notes:

1. The shares are held by Legend Win Profits Limited. Legend Win 

Profits Limited is a company incorporated in the British Virgin 

Islands. The issued share capital of Legend Win Profits Limited is 

beneficially owned by Hui Kee Fung and Hui’s K. K. Foundation 

Limited as to 38.95% and 5.26%, respectively. Hui’s K. K. 

Foundation Limited is a company incorporated in Hong Kong, 

limited by guarantee and does not have a share capital. Hui Kee 

Fung is a registered member and director of Hui’s K. K. Foundation 

Limited.

Save as disclosed above, as at 30 June 2014, none of the 

directors and the chief executives of the Company and their 

respective associates had any interests or short positions in the 

shares, underlying shares and debentures of the Company and its 

associated corporations (within the meaning of Part XV of the 

SFO) which had been notified to the Company and the Stock 

Exchange pursuant to the Divisions 7 and 8 of Part XV of the SFO 

(including interests and short positions in which they are deemed 

or taken to have under such provisions of the SFO) or which were 

required, pursuant to section 352 of the SFO, to be entered in the 

register referred to therein or which were required pursuant to the 

Model Code contained in the Listing rules to be notified to the 

Company and the Stock Exchange.
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suBstaNtial sHarEHolDErs
So far as is known to any director or chief executive of the Company, as at 30 June 2014, the persons or companies (other than a 

director or chief executive of the Company) who had interests or short positions in the shares or underlying shares of the Company 

which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO were as follows:

Long position in the shares of the Company

capacity
 

Name of shareholder

Number of

shares or

underlying

shares held

Beneficial

owner

interest of

child under

18 or spouse

approximate

percentage of

shareholding
     

Legend Win Profits Limited (Note 1) 153,500,000 153,500,000 – 10.93%

Lin ruiping 123,980,000 123,980,000 – 8.83%

Grand Field Capital Investments Limited 122,248,000 122,248,000 – 8.70%

Ho Siu Lan, Sandy (Note 2) 117,707,364 2,900,000 114,807,364 8.38%

Qiu Hong 75,600,000 75,600,000 – 5.38%

Notes:

1. Details of Legend Win Profits Limited are disclosed in the paragraph 

headed “Directors’ Interests in Shares” of this interim report.

2. Ho Siu Lan, Sandy is the spouse of Yu Won Kong, Dennis, an 

executive director of the Company.

Save as disclosed above, no other person was recorded in the 

register kept pursuant to Section 336 of the SFO as having 

interests in 5% or more of the issued share capital of the 

Company as at 30 June 2014.

sHarE optioN scHEmE
The Company had adopted a share option scheme (the “share 

option scheme”) on 28 May 2002, which expired on 27 May 

2012. Notwithstanding the expiration of the Share Option 

Scheme, its provisions would remain in force in all respects with 

respect to the outstanding share options granted under the Share 

Option Scheme.

Due to the expiry of the Share Option Scheme, the directors of 

the Company put forward to the shareholders of the Company a 

proposal to adopt a new share option scheme (the “New share 

option scheme”) on 30 April 2013. The New Share Option 

Scheme was approved by the shareholders at the annual general 

meeting held on 31 May 2013. The Company adopted the New 

Share Option Scheme which became effective on 31 May 2013.
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Pursuant to the New Share Option Scheme, the directors may, at their discretion, invite any eligible employees (including executive 

directors), any non-executive directors, shareholders, suppliers and customers of the Group and any other parties having contributed or 

may contribute to the development of the Group to take up options to subscribe for the shares.

The following table discloses movements in the outstanding share options granted under the Share Option Scheme during the Period:

Number of share options 

grantee Date of grant

outstanding
at 1 January

2014 and
30 June

2014

Exercisable
at 30 June

2014
Exercise
period

Exercise
price

      

(Executive Directors)
Yu Won Kong, Dennis 29 Mar 2012 5,900,000 5,900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220

29 Mar 2012 5,900,000 5,900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

Hui Kee Fung 29 Mar 2012 1,200,000 1,200,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220
29 Mar 2012 1,200,000 1,200,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

Cheung Kai Fung 29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220
29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

(Non-executive Director)
Lam Kit Sun 29 Mar 2012 1,200,000 1,200,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220
 29 Mar 2012 1,200,000 1,200,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

(Independent Non-executive Directors)
Lam Siu Lun, Simon 29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220

29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

Zhang Xianmin 29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220
29 Mar 2012 900,000 900,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865

Employees 19 Jun 2006 9,136,120 9,136,120 1 Jan 2007 to 18 Jun 2016 HK$0.5080
5 Jul 2007 660,000 660,000 1 Jul 2008 to 18 Jun 2016 HK$3.7000
29 Mar 2012 5,000,000 5,000,000 29 Mar 2012 to 28 Mar 2015 HK$0.3220
29 Mar 2012 5,000,000 5,000,000 29 Mar 2012 to 28 Mar 2015 HK$0.3865      

Total 41,796,120 41,796,120
      

Notes:

1. No option was granted under the New Share Option Scheme during the Period.

2. No option was granted, exercised, expired and forfeited under the Share Option Scheme during the Period.
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purcHasE, rEDEmptioN or salE of 
listED sEcuritiEs
During the Period, neither the Company, nor any of its subsidiaries 

purchased, redeemed or sold any of the Company’s securities.

apprEciatioN
The Board would like to take this opportunity to express its 

gratitude to all shareholders, customers, suppliers, business 

partners, banks, professional parties and employees of the Group 

for their continuous support.

By Order of the Board

kiu Hung Energy Holdings limited

Hui kee fung

Chairman

Hong Kong, 29 August 2014
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For the six months ended 30 June 2014

six months ended 30 June

2014 2013
(unaudited) (Unaudited)

Notes HK$’000 HK$’000
    

turnover 5 70,259 59,825
Cost of sales (47,030) (42,516)
    

gross profit 23,229 17,309
Other income 711 726
Selling and distribution costs (13,938) (10,213)
Administrative expenses (26,408) (25,926)
    

operating loss (16,406) (18,104)
Finance costs (4,392) (3,039)
    

loss before income tax (20,798) (21,143)
Income tax credit/(expense) 6 1,440 (2,741)
    

loss for the period 7 (19,358) (23,884)
    

(loss)/profit attributable to:
 — equity holders of the Company (20,159) (24,559)
 — non-controlling interests 801 675
    

(19,358) (23,884)
    

HK cents HK cents
    

loss per share attributable to the equity holders of the company
 — basic and diluted 9 (1.55) (2.06)
    

The notes on pages 17 to 24 form an integral part of these condensed consolidated interim financial statements.
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For the six months ended 30 June 2014

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

HK$’000 HK$’000
   

loss for the period (19,358) (23,884)

other comprehensive income:

Items that will not be reclassified subsequently to profit or loss:

Surplus on revaluation of properties 1,381 1,358

Deferred income tax arising on revaluation of properties (824) (92)

Items that may be reclassified to profit or loss:

Exchange difference arising from translation of foreign operations (2,345) 2,967
   

total comprehensive loss for the period (21,146) (19,651)
   

total comprehensive (loss)/income attributable to:

 — equity holders of the Company (21,947) (20,326)

 — non-controlling interests 801 675
   

(21,146) (19,651)
   

The notes on pages 17 to 24 form an integral part of these condensed consolidated interim financial statements.
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As at 30 June 2014

as at

30 June

2014

As at

31 December

2013

(unaudited) (Audited)

Notes HK$’000 HK$’000
    

Non-current assets

Property, plant and equipment 10 68,153 67,283

Prepaid land lease payments 4,558 4,659

Investment properties 10,010 10,100

Exploration and evaluation assets 11 145,929 148,312

Other intangible asset 1,064 1,070

Deferred income tax assets 256 353
    

229,970 231,777
    

current assets

Inventories 31,672 22,885

Trade receivables 12 18,757 18,510

Prepayments, deposits and other receivables 25,706 8,870

Tax recoverable 1,366 332

Bank and cash balances 19,051 18,710
    

96,552 69,307
    

total assets 326,522 301,084
    

current liabilities

Trade payables 13 17,818 14,337

Accruals and other payables 36,417 39,344

Tax payable 1,092 366

Borrowings 87,520 76,157
    

142,847 130,204
    

Net current liabilities (46,295) (60,897)
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As at 30 June 2014

as at

30 June

2014

As at

31 December

2013

(unaudited) (Audited)

Notes HK$’000 HK$’000
    

total assets less current liabilities 183,675 170,880
    

Non-current liabilities

Deferred income tax liabilities 30,307 31,422
    

30,307 31,422
    

Net assets 153,368 139,458
    

Equity

Share capital 14 140,446 119,386

reserves 4,038 11,989
    

Equity attributable to equity holders of the company 144,484 131,375

Non-controlling interests 8,884 8,083
    

total equity 153,368 139,458
    

The notes on pages 17 to 24 form an integral part of these condensed consolidated interim financial statements.
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For the six months ended 30 June 2014

share

capital

share

premium

statutory

reserve

contributed

surplus

foreign

currency

translation

reserve

share-

based

payment

reserve

property

revaluation

reserve

accumulated

losses total

Non-

controlling

interests

total

equity

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
            

At 1 January 2013 119,386 984,947 3,320 303 99,135 7,570 35,982 (1,055,638) 195,005 6,007 201,012

Total comprehensive

 (loss)/income

 for the period – – – – 2,967 – 1,266 (24,559) (20,326) 675 (19,651)

release on forfeiture of

 share options – – – – – (177) – 177 – – –

Transfer to reserve – – 1,681 – – – – (1,681) – – –
            

At 30 June 2013 119,386 984,947 5,001 303 102,102 7,393 37,248 (1,081,701) 174,679 6,682 181,361
            

At 1 January 2014 119,386 984,947 4,371 303 104,311 7,393 39,002 (1,128,338) 131,375 8,083 139,458

Total comprehensive

 (loss)/income

 for the period – – – – (2,345) – 557 (20,159) (21,947) 801 (21,146)

Issue of shares on 

 placement 21,060 13,996 – – – – – – 35,056 – 35,056

Transfer to reserve – – 23 – – – – (23) – – –
            

At 30 June 2014 140,446 998,943 4,394 303 101,966 7,393 39,559 (1,148,520) 144,484 8,884 153,368
            

The notes on pages 17 to 24 form an integral part of these condensed consolidated interim financial statements.
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For the six months ended 30 June 2014

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

HK$’000 HK$’000
   

Net cash outflow from operating activities (37,621) (27,517)

Net cash outflow from investing activities (2,400) (1,542)

Net cash inflow from financing activities 39,761 15,973
   

Net decrease in cash and cash equivalents (260) (13,086)

Cash and cash equivalents at 1 January 18,603 23,418

Effect of foreign exchange rate changes 708 201
   

Cash and cash equivalents at 30 June 19,051 10,533
   

The notes on pages 17 to 24 form an integral part of these condensed consolidated interim financial statements.



NOTES TO CONDENSED CONSOLIDATED INTErIM FINANCIAL STATEMENTS

KIU HUNG ENErGY HOLDINGS LIMITED  INTErIM rEPOrT 2014 17

For the six months ended 30 June 2014

1 gENEral iNformatioN
The Company was incorporated in the Cayman Islands as an exempted company with limited liability under the Companies Law 

of the Cayman Islands. The address of its registered office is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, 

KY1-1111, Cayman Islands. The address of its principal place of business is 20/F., Hong Kong Diamond Exchange Building, 8-10 

Duddell Street, Central, Hong Kong. The Company’s shares are listed on the Main Board of The Stock Exchange of Hong Kong 

Limited.

The Group is principally engaged in the manufacturing and trading of toys & gifts items and exploration of natural resources.

These unaudited condensed consolidated interim financial statements are presented in HK dollars, unless otherwise stated. 

These unaudited condensed consolidated interim financial statements were approved by the Board for issue on 29 August 2014.

2 Basis of prEparatioN
These unaudited condensed consolidated interim financial statements for the six months ended 30 June 2014 have been 

prepared in accordance with HKAS 34, ‘Interim financial reporting’ issued by the Hong Kong Institute of Certified Public 

Accountants (“Hkicpa”). The unaudited condensed consolidated interim financial statements should be read in conjunction with 

the annual financial statements for the year ended 31 December 2013, which have been prepared in accordance with Hong Kong 

Financial reporting Standards (“Hkfrss”) issued by the HKICPA.

Going Concern

At 30 June 2014, the Group’s current liabilities exceeded its current assets by approximately HK$46,295,000 and the Group 

recorded a loss of approximately HK$19,358,000 and a net operating cash outflow of approximately HK$37,621,000 during the 

period ended 30 June 2014. These conditions indicate the existence of a material uncertainty which may cast 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.

In order to improve the Group’s financial position, the directors of the Company have been implementing various measures as 

follows:

1) On 18 July 2014, the Company entered into a conditional placing agreement (as amended by three supplemental 

agreements dated 31 July 2014, 13 August 2014 and 27 August 2014, respectively) in relation to the placing of zero 

coupon convertible bonds with an aggregate principal amount of up to HK$112,000,000. For details, please refer to the 

Company’s announcements dated 18 July 2014, 31 July 2014, 13 August 2014 and 27 August 2014.

2) The Group is in negotiation with financial institutions/lenders to obtain new borrowings and to extend existing borrowings 

upon their due dates; and

3) The Group is in negotiation with its creditors to extend payment due dates.

Taking into account the above-mentioned measures, the opinion of the directors of the Company with respect to sufficiency of 

the working capital of the Group remains as stated in the 2013 annual report dated 31 March 2014. Accordingly, the unaudited 

condensed consolidated interim financial statements have been prepared on a going concern basis.
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For the six months ended 30 June 2014

2 Basis of prEparatioN (Continued)
Our ability to successfully implement the above-mentioned measures is subject to various factors, including but not limited to our 

future operating performance, market conditions and other factors, many of which are beyond our control and cannot be 

predicted with certainty. In the future, if sufficient funds are unavailable to meet our needs or refinancing cannot be obtained on 

commercially acceptable terms, if at all, then we may not be able to repay our borrowings, particularly our short-term borrowings, 

upon maturity. These conditions indicate the existence of a material uncertainty which may cast significant doubt on the Group’s 

ability to continue as a going concern. Should the Group be unable to operate as a going concern, adjustment would have to be 

made to reduce the carrying values of the Group’s assets to their recoverable amounts, to provide for financial liabilities which 

might arise and to reclassify non-current assets and non-current liabilities as current assets and current liabilities, respectively. 

The unaudited condensed consolidated interim financial statements do not include any of these adjustments.

3 accouNtiNg policiEs
The accounting policies used in the preparation of these unaudited condensed consolidated interim financial statements are 

consistent with those used in the annual financial statements for the financial year ended 31 December 2013, except for the 

adoption of new or revised standards, amendments and interpretations issued by the HKICPA mandatory for annual periods 

beginning 1 January 2014. The adoption of these new or revised standards, amendments and interpretations did not result in any 

substantial changes to the accounting policies of the Group and has no material impact on the Group. In addition, the Group has 

not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.

4 EstimatEs
The preparation of interim financial statements requires management to make judgements, estimates and assumptions that affect 

the application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual results may 

differ from these estimates.

In preparing these condensed consolidated interim financial statements, the significant judgements made by management in 

applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to 

the consolidated financial statements for the year ended 31 December 2013.

5 sEgmENt iNformatioN
The Group has two reportable segments as follows:

Exploration — Exploration of natural resources

Toys and gifts items — Manufacturing and trading of toys and gifts items

The Group’s reportable segments are strategic business units that offer different products and services. They are managed 

separately because each business requires different technology and marketing strategies.

Segment results do not include corporate finance costs and other corporate income and expenses. Segment assets do not 

include assets at corporate level. Segment liabilities do not include liabilities at corporate level.
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5 sEgmENt iNformatioN (Continued)
(a) Information about reportable segment revenue, results and total assets and total liabilities:

Exploration 

toys and gifts 

items total

HK$’000 HK$’000 HK$’000
    

Six months ended 30 June 2014 (unaudited):

 revenue from external customers – 70,259 70,259

 Segment loss (1,534) (7,373) (8,907)
    

Six months ended 30 June 2013 (unaudited):

 revenue from external customers – 59,825 59,825

 Segment loss (2,274) (12,781) (15,055)
    

Total assets:

 30 June 2014 (unaudited) 162,982 157,767 320,749
    

 31 December 2013 (audited) 151,436 149,411 300,847
    

Total liabilities:

 30 June 2014 (unaudited) (19,544) (113,643) (133,187)
    

 31 December 2013 (audited) (19,818) (98,304) (118,122)
    

(b) reconciliation of reportable segment results and total assets:

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

HK$’000 HK$’000
   

reconciliation of segment results:

Total loss of reportable segments (8,907) (15,055)

Unallocated amounts:

 Corporate finance costs (2,502) (1,556)

 Other corporate income and expenses (7,949) (7,273)
   

Loss for the period (19,358) (23,884)
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For the six months ended 30 June 2014

5 sEgmENt iNformatioN (Continued)
(b) reconciliation of reportable segment results and total assets: (Continued)

as at

30 June

2014

As at

31 December

2013

(unaudited) (Audited)

HK$’000 HK$’000
   

reconciliation of segment assets:

Total assets of reportable segments 320,749 300,847

Unallocated corporate assets:

 Current assets 5,773 237
   

Total assets 326,522 301,084
   

6 iNcomE tax (crEDit)/ExpENsE
Hong Kong and overseas profits tax has been provided at the rate of 16.5% (2013: 16.5%) and at the rates of taxation prevailing 

in the countries in which the Group operates respectively.

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

HK$’000 HK$’000
   

Current tax:

 — Hong Kong (95) 314

 — The PrC 282 399

 — The United States of America – 1
   

Total current tax 187 714

Deferred income tax (1,627) 2,027
   

Income tax (credit)/expense (1,440) 2,741
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7 loss for tHE pErioD
The Group’s loss for the period is arrived at after charging:

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

HK$’000 HK$’000
   

Depreciation of property, plant and equipment 2,678 3,146

Amortisation of prepaid land lease payments 60 59

Amortisation of license rights 6 6

Staff costs (including directors’ emoluments):

 Wages and salaries 21,617 18,631

 retirement benefits scheme contributions 878 939

Interest expenses on borrowings wholly repayable within 5 years 4,392 3,039
   

8 DiviDEND
The Board has revolved not to pay any interim dividend for the period (2013: Nil).

9 loss pEr sHarE
The calculation of basic loss per share is based on the loss attributable to the equity holders of the Company for the period of 

approximately HK$20,159,000 (2013: HK$24,559,000) and the weighted average of 1,298,323,934 (2013: 1,193,860,934) 

ordinary shares in issue during the period.

For the six months ended 30 June 2014 and 30 June 2013, the average market price of the Company’s ordinary shares was 

below the exercise price of the outstanding share options. Accordingly, the weighted average number of ordinary share was not 

adjusted to compute the diluted loss per share for the effect of the share options.

10 propErty, plaNt aND EQuipmENt
During the reporting period, the Group has acquired property, plant and equipment of approximately HK$2,409,000 (2013: 

HK$1,555,000).

11 ExploratioN aND EvaluatioN assEts
During the reporting period, exchange loss of approximately HK$2,383,000 has been recognised as a result of the translation of 

foreign operations in the PrC (2013: exchange gain of HK$3,225,000).
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For the six months ended 30 June 2014

12 traDE rEcEivaBlEs
The Group’s trading terms with its customers are mainly on credit, except for new customers where payment in advance is 

normally required. The credit period is generally for a period of 1 month, extending up to 3 months for major customers. Each 

customer has a maximum credit limit. The Group seeks to maintain strict control over its outstanding receivables and has a credit 

control department to minimise credit risk. Overdue balances are reviewed regularly by senior management.

At 30 June 2014 and 31 December 2013, the ageing analysis of trade receivables based on invoice date, net of provision, were 

as follows:

as at

30 June

2014

As at

31 December

2013

(unaudited) (Audited)

HK$’000 HK$’000
   

Within 30 days 10,635 11,776

31 days to 90 days 7,507 5,658

91 days to 180 days 506 985

181 days to 360 days 88 49

Over 360 days 21 42
   

18,757 18,510
   

13 traDE payaBlEs
At 30 June 2014 and 31 December 2013, the ageing analysis of trade payables based on invoice date were as follows:

as at

30 June 

2014

As at

31 December

2013

(unaudited) (Audited)

HK$’000 HK$’000
   

Within 30 days 14,388 9,690

31 days to 90 days 1,525 1,596

91 days to 180 days 338 2,109

181 days to 360 days 1,441 626

Over 360 days 126 316
   

17,818 14,337
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14 sHarE capital

Number of shares ordinary share capital

as at As at as at As at

30 June 31 December 30 June 31 December

2014 2013 2014 2013

(unaudited) (Audited) (unaudited) (Audited)

Note HK$’000 HK$’000
      

authorised:

Ordinary shares of HK$0.1 each 2,000,000,000 2,000,000,000 200,000 200,000
      

issued and fully paid:

At beginning of period/year 1,193,860,934 1,193,860,934 119,386 119,386

Issue of shares on placement (a) 210,600,000 – 21,060 –
      

At end of period/year 1,404,460,934 1,193,860,934 140,446 119,386
      

Note:

(a) On 18 March 2014, the Company entered into a conditional placing and subscription agreement with a placing agent, Legend Win Profits 

Limited and Grand Field Capital Investments Limited for (i) the placing of up to an aggregate of 135,000,000 ordinary shares of HK$0.10 

each of the Company to an independent investor at the placing price of HK$0.175 per share; and (ii) the subscription of up to 135,000,000 

new ordinary shares of HK$0.10 each of the Company by Legend Win Profits Limited and Grand Field Capital Investments Limited at the 

subscription price of HK$0.175 per share. Net proceeds of the subscription of 135,000,000 new ordinary shares of the Company (after 

deducting placing expenses) amounted to approximately HK$23,100,000.

On 28 April 2014, the Company entered into a conditional placing and subscription agreement with a placing agent and Legend Win Profits 

Limited for (i) the placing of up to an aggregate of 75,600,000 ordinary shares of HK$0.10 each of the Company to an independent investor 

at the placing price of HK$0.16 per share; and (ii) the subscription of up to 75,600,000 new ordinary shares of HK$0.10 each of the 

Company by Legend Win Profits Limited at the subscription price of HK$0.16 per share. Net proceeds of the subscription of 75,600,000 

new ordinary shares of the Company (after deducting placing expenses) amounted to approximately HK$11,800,000.

All new ordinary shares issued during the reporting period rank pari passu in all respects with the existing shares of the Company.
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For the six months ended 30 June 2014

15 rElatED party traNsactioNs

six months ended 30 June

2014 2013

(unaudited) (Unaudited)

Note HK$’000 HK$’000
    

Product development, sale and marketing services fee paid to

 a related company (a) 963 832
    

Note:

(a) The sole owner of the related company is also the director and beneficial owner of 49% (2013: 49%) equity interest in the Company’s 

subsidiary paying for the services.

16 capital commitmENts
The Group did not have any capital commitments at the end of the reporting period (2013: HK$Nil).

17 EvENt aftEr tHE rEportiNg pErioD
On 18 July 2014, the Company entered into a conditional placing agreement (as amended by three supplemental agreements 

dated 31 July 2014, 13 August 2014 and 27 August 2014, respectively) in relation to the placing of zero coupon convertible 

bonds with an aggregate principal amount of up to HK$112,000,000. For details, please refer to the Company’s announcements 

dated 18 July 2014, 31 July 2014, 13 August 2014 and 27 August 2014.
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