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Condensed Consolidated Statement of Comprehensive Income
BRI e

For the six months ended 30 June 2016

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

2016 together with comparative figures as follows. These interim

financial statements have not been audited, but have been

reviewed by the Company’s Audit Committee.

BE—F—NFENA=1THUNEA

RHIRER

TEERAEERERAR ([XRAR ) 2EFES
([ESEE)BEREMARRALEMBRR([FE

BOBRE-T-

NERNA=ZTRHIERERZARE

ERERAGETHEEBRIATHERET - A

P BHRRIAERZ S HA
gEH -

NEIEZZE

Unaudited
six months ended 30 June
RISEX
BEXA=t+HLXREA
2016 2015
—E-RE Ik Sl S
Notes HK$'000 HK$'000
B aE FHET FH&T
Revenue Wzs 3 782 5,399
Other income H A 4 1,296 6
Cost of inventories consumed KRR BRI = (5,281)
Staff costs B T (5,340) (4,255)
Operating lease rentals wEHERS (1,958) (1,104)
Depreciation of property, ME - WERRE2ITE
plant and equipment (391) (300)
Fuel costs and utility expenses BB RKEE (83) (96)
Gain on disposal of financial assets HERIEEECSREE
held for trading ZWEs = 1,901
Fair value (loss)/gain of financial BIEEBZEmMEEY
assets held for trading ANEEE(ER) M (6,177) 4,187
Impairment of intangible assets B EERE 11 - (129,797
Gain on reversal of impairment of FEWE FOR (B B 2 W
loan receivable - 9,113
Gain on cancellation of convertible  FESS AR ZE i » Uzt
notes 15 - 92,459
Other operating expenses Hhg s (5.492) (6,470)
Finance costs L& KA (2,826) (6,551)
Loss before income tax BT RIS E 5 (20,189) (40,789)
Income tax credits PG % 6 574 456
Loss for the period HAEE (19,615) (40,333)
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Condensed Consolidated Statement of Comprehensive Income
BRI E

For the six months ended 30 June 2016

BE—F—NFENA=1THIUNEA

Unaudited
six months ended 30 June
RRER
BEAA=+RHLAEA
2016 2015
—E-AF —F-0F
HK$'000 HK$'000
FERT T
Other comprehensive income Hh 2 mEk =
ltems that may be reclassified HigngeEsoEieBEas
subsequently to profit or loss: ZIEH :
Exchange differences arising on BMEBINERESE
translation of foreign operations ZEHZER (6,237) -
Total comprehensive income HMARzZHEkE
for the period e (25,852) (40,333)
Loss for the period attributable to: T 5|FE{EHIAEE :
Owners of the Company EANCIEZ Z DN (19.615) (40,333)
Non-controlling interests VAR e - =
(19,615) (40,333)
Total comprehensive income THIfEGEZE RSB
attributable to:
Owners of the Company RAREEAR A (25,852) (40,333)
Non-controlling interests AR e - =
(25,852) (40,333)
Loss per share BREE
— Basic (HK cents) — EAR B (0.21) (0.42)
— Diluted (HK cents) — 58 (L) (0.27) (0.42)
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Condensed Consolidated Statement of Financial Position
SRR AR & B R AR R 3R

At 30 June 2016
R-B—NFNA=1H

Unaudited Audited
RICEZ LTz
30 June 31 December
2016 2015
—E—REF —T—RF
RB=+H +=ZA=+—H
Notes HK$'000 HK$’'000
B 5T TEx FETT
Non-current assets kRBEE
Property, plant and equipment W - B & 9 3,836 4,252
Exploration and evaluation assets R LFHHEEE 10 422,140 433,832
Intangible assets B ERE 11 1,792,785 1,792,785
Deferred tax assets FIERIAE E 88,840 89,796
2,307,601 2,320,665
Current assets REBEE
Loan and interest receivables eI E SR F B 12 - 46,803
Financial assets held for trading FIEEEZeMEBEE 62,265 68,442
Other receivables, deposits and EabEWFIE 5 &
prepayments AR 8,053 6,995
Amounts due from related companies e NGIE S 13 = 9,137
Cash and bank balances B MIRTT4 8 234,540 204,278
304,858 335,655
Total assets BEE 2,612,459 2,656,320
Current liabilities REEE
Trade payables FEFER TR 14 = 2,889
Other payables and accruals E b e A K& ERT R 446,749 463,889
Amount due to a shareholder e — B R IE 13 40,402 40,402
487,151 507,180
Net current liabilities REEEEE (182,293) (171,525)
Total assets less current liabilities EEHABRABERS 2,125,308 2,149,140
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Condensed Consolidated Statement of Financial Position
fERRAR & B R AR R 3R

At 30 June 2016
RZF—NF~NA=1+H

Unaudited Audited
RICEZ LTz
30 June 31 December
2016 2015
—E—XE e
ARA=+H +ZA=+—H
Notes HK$'000 HK$’'000
B 5T TEx FETT
Non-current liabilities kRBERE
Convertible notes EIE L EE7 S 15 55,060 52,234
Deferred tax liabilities EERIAEE - 53
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 99,0600 52,287
Net Assets EEFE 2,070,248 2,096,853
Equity =
Share capital &4 16 475,267 475,267
Reserves G 1,594,981 1,620,833
Attributable to owners of the Company AR RIHEH AL 2,070,248 2,096,100
Non-controlling interests SRR R = 753
Total equity AR 2,070,248 2,096,853
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Condensed Consolidated Statement of Changes in Equity
HREA RS DR

For the six months ended 30 June 2016
B2 T NFNA=ZFHIUANEA

Unaudited
AMEER
Attributable to owners of the Company
ARaHE ARG
Convertible Non-
Issued  Contributed Share notes  Translation  Accumulated Controlling Total
capital surplus premium reserve reserve losses Sub-total interests equity
B LE TERER FER

BE BAR&E BOEE HE  BERR  RfER It BE  REE
HKS000  HKS000  HKSO00  HKSOOO  HKSOOO  HKFOOO  HKSO00  HKSO00  HK$'000
ThT TR ThT TEL ThT Th ThT TR T

Balance at 1 January 2015 R-2-TE-A-B2EH 475,261 004 1479187 2005233 IS0 (14885 354436 75 3545119
Total comprehensive income TERLENEER
for the period - - - - - (40,333) (40,333) - (40,333)
Cancellation of convertible notes i REE % - - - (1,309,405) - 1309405 - - -
Balance At 30 June 2015 RZZ-REAA=TRZER 475,261 30,004 1,679,187 695,828 71,560 552,187 3,504,033 753 3,504,786
Unaudited
REEY
Atributable to owners of the Company
LE N
Convertible Non-
Issued  Contributed Share notes  Translation  Accumulated controlling Total
capital surplus premium reserve reserve losses Sub-total interests equity
B&fT Lt TERRE FER

ks R#B&  ROEE fif  BERR  ZHER At B EEAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
Tén TR TR TR TR TR TR TER TR

Balance at 1 January 2016 RZB-R"E-R-BZE4 475,267 30,004 1,679,187 695,828 (95,270) (688,916) 2,096,100 753 2,096,853
Total comprehensive income AEH2EYEER
for the period - - - - (6,237) (19,615) (25,852) - (25,852)
Disposal of subsidiaries HERBAR - (30,004) = = = 30,004 = (753) (753)
Balance At 30 June 2016 REB-NERAZTRZER 475,267 - 1,679,187 695,828 (101,507) (678,527) 2,070,248 - 2,070,248
Note: The convertible notes reserve represents the equity component of the Hiet - AR RIR R IR BT AR R 2 e m #h{n (BN
convertible notes issued (i.e. option to convert the note into share A RMBRERARNZBEZRE) -
capital).
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Condensed Consolidated Cash Flow Statement

BRGERERER

For the six months ended 30 June 2016
B2 =T NFNA=FHIUANEA

Unaudited
six months ended 30 June
RICER
BZEANA=1+HILAEA
2016 2015
—E-XE —_E—RF
HK$'000 HK$'000
FExT FAT
NET CASH INFLOW/(OUTFLOW) BERA(FH) B8 :
FROM:
OPERATING ACTIVITIES K ZETE 30,264 (13,658)
INVESTING ACTIVITIES B 43 (58,063)
FINANCING ACTIVITIES A E - -
NET INCREASE/(DECREASE) IN BeERERBSEMORD) BE
CASH AND CASH EQUIVALENTS 30,307 (71,721)
CASH AND CASH EQUIVALENTS HACESRZEES
AT BEGINNING OF PERIOD 204,278 370,735
EFFECTS OF FOREIGN EXCHANGE — [E&R& ) s &
RATE CHANGES (45) C
CASH AND CASH EQUIVALENTS AT H#&zHEeRZEERE  BEEER
END OF PERIOD, COMPRISING RITAEER
CASH AND BANK BALANCES 234,540 299,014
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Notes to the Unaudited Interim Financial Statements

RAEEZ PN HRKRM T

mREE

1. Basis of Preparation 1.

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 Listin g 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").

b.  Basis of measurement and going concern assumption

BREH
AARREZERESTHRYBHRRE
REZEHAXIMBERRR ([BR
Frl) &S AR Ei R Al fifik
16 2 BRBRBERERBTEGTAE
([EREMAE) R 2EE G
RN 345 [P HAR S E | REL -

FFEEERSEEERR

(i) Basis of measurement () FTEXRE
The financial statements have been prepared MK BB E £ AR
under the historical cost basis except for certain e EETESRIARKRIN
financial instruments, which are measured at fair ZEemITADZEAFEER
values. £

(i) Going concern basis

During the period, the Group has incurred a loss
of HK$19,615,000 (six months ended 30 June
2015: HK$40,333,000) and at the end of reporting
period, its current liabilities exceeded its current
assets by HK$182,293,000 (31 December 2015:
HK$171,525,000). These conditions indicates the
existence of a material uncertainty that may cast
significant doubt on the Group's ability to continue
as a going concern and therefore, the Group may
not be able to realise its assets and discharge its

liabilities in the normal course of business.

(i) FFEAEERE
HAN AEEBEEEB
19,615,000 T (BEZ=-F—H
FRNAZ=Z+TRHILEANEAR:
40,333,000 7T) MR & H
K AEERBDAEBERARY
B E % 1 182,293,000 T (=
T-—hFE+=—A=+—8:
171,525,000 7T ) © % F KA
RMGFEERTHBARZE - A
B AEERETRESERK
EARME - Bt NEB LT
BENEREBBEFEFRAS
ERBHREBE-
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Notes to the Unaudited Interim Financial Statements

RAEEZ DI T HRK M T

1. Basis of Preparation (Continued)

b.  Basis of measurement and going concern assumption
(Continued)

(ii)

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 China for
illegal operation crime (the “Charge”), possibly
involving allegations about improper conduct
during the obtaining of the petroleum contract,
which was entered into with China National
Petroleum Corporation (“ CNPC”) to drilling,
exploration and production of oil and natural gas
in North Kashi Block, Tarim Basin in the People’s
Republic of China (“PRC") (the “Petroleum
Contract”). After taking into account of the legal
opinion, the directors of the Company consider
that the Charge is only at a preliminary stage as at
30 June 2016 and up to the present, 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 legal advisors, the
Group may not be able to exercise its right under
the Petroleum Contract if Mr. Wang Guoju is found
guilty for improper conduct during the obtaining
of 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 n ow, did not
receive any notification from CNPC declaring the
Petroleum Contract is voidable, and so they
expected that the Petroleum Contract will continue

to be valid and will be executed as planned.

1.

mEEXE®)

b. MEEERFELEMEMR(E)

(ii)

B S BE (B)

AR EREA S SR M TR 18 P
— SR ARRERESH
ITHRERERTEREERE
AREFIPDELETF([ZIZE])
Hp e b M ENERSLHA
HMBAETETR MaAHHE
PEARRAREBEQR(H
BAMEE )R UAPE
ARKMBE(HEDEBARR
iR ER - BHREE
ERMERAR(TEREN]) -
REBEREERR  ARAE
ERR HRZERE-F
—RERA=TAER#EEZEAM
ERNNTER KARARES
REERHEH AR E 2 Al kX
RAREB MM BRR 2 BES
2 REAKBIEZER X
BER WIBEEXARES
AMAKEETNET R HIE
B AR AKRAER A
REBARMAITEERBAE L
TR - AMEZEBREE
ESRGBELBAEEEFES
MEEN TIEREE  WEEE
hEAEEREMNAE 58
AHAKEY  MEERMA
A KR EE B K RE 8
AT
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1.

Notes to the Unaudited Interim Financial Statements

% R B B RS R AR I RE

Basis of Preparation (Continued)

b.

Basis of measurement and going concern assumption
(Continued)

(ii)

Going concern basis (Continued)

As at 30 June 2016, the directors are still
negotiating with CNPC with the view to signing
the Gas Sales Agreements (“GSA") and expected
the negotiation of the GSA will complete in the
year 2016. 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 ga's. The
natural gas pricing reform close the price gap
between imported and local gas prices. The
reformed pricing mechanism on natural gas is a
major reference point for the Group to negotiate
the pricing terms with CNPC.

The Group has been carrying out exploration
activities at the site and now working with
professional parties to prepare the Overall
Development Program (" ODP") which required
government approval before full production could
be started. As at 30 June 2016, 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 2017 and
the development and production period should
start immediately after obtaining relevant

government approval.

1.

mEEXE ®)

b. MEEERFELEMEMR(E)

(ii)

At (SRR MET
R MRS RBHEAER
RN T —NFETK - BRE
AHEBI Y ERBHEES
ZIRIRS - PIaNE R 5K
BEAH RAREER BR
B INEERRNESE -
AEEBETELHEEARFE
BHEMERAREMES -
RAREENRE - f8/NT AR
HEART RARERER - KX
EMRARBRENZAEE
S LhEEER 2 EE G
RZETB2ER -

REE-—BREBEFARHTRE
B RAILHBXATANFTE
mERE S TR(ABRARS
R MEBHETRFTE2R
SHRTH AR - HAIEARR
EHEE - R T —RFXRH
=tH  BARSERERN
HEZEE I - EERE
BERAZTER  SREDMSK
X2 ER - RIFEEEA
AREN EERHEEHE
TEENR T - FrEH
g mAEREEMKNRE
BB AR BERIRR o
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Notes to the Unaudited Interim Financial Statements

RAEEZ DI T HRK M T

1. Basis of Preparation (Continued)

b.  Basis of measurement and going concern assumption

1.

mEEXE®)

b. MEEERFELEMEMR(E)

(Continued)

(i) Going concern basis (Continued) (i) (BB EE ()
As an interim measures to strengthen the Group's EREZERMBEAMMARE
cash flow before the signing of the GSA, a BER4 RS REE G B

preliminary natural gas sharing prop osal is
discussed and agreed by the joint management
committee of Kashi project which comprises
representatives from CNPC and the Group at 18
February 2014 (the ” Proposal”). Based on the
Proposal, the Group will receive the proposed
distribution of natural gas from pilot-production
which was extracted and delivered before 1
January 2014. The 2nd natural gas sharing
proposal is discussed and agreed by the joint
management committee at 3 March 2015 (the
“2nd Proposal”) which covers the natural gas from
pilot-production which was extracted and
delivered during the year ended 31 December
2014. Up to the date of this report, the Company
is still negotiating with CNPC with the view to
signing the proposal which covers the natural gas
from pilot-production which was extracted and
delivered during the year ended 31 December
2015. However, the unit price in the preliminary
sharing proposals is only a preliminary unit price
used for this preliminary sharing, the final unit
price is still subject to change and would only be
confirmed after the formal GSA signed. Up to the
date of approval of these financial statements, the
Group has not yet received the proceeds as
agreed in the preliminary sharing proposals, and
the directors are still negotiating with CNPC to fix
the payment schedule. Based on currently
available information, the directors expect the
proposed distribution from the Proposal and 2nd

Proposal will be received during year 2016.

BEBMAEEZBEER_F
—mE-A+NBE®REBE
AARRBEAESTR(ZFR]D
BAeERZEeRATEOME
EEAEEZAREANK - RIE
ZAR AREBERBRN_-F
—HFE—A—BATRRKNE
AR EENRAREZZD K °
BEEEZEEN_T—AF
ZHA=AfwmkHERARSE
—EnEESE(E=—EEE]
BMEBEZE_ZT-—NF+_-A
=T HLEFERREMNEN
NEIRE: =Sy Pap: S eI
BREERENBE_F—1
FTZA=+—-HILFERRK
R ENHMEENRARD
BITE - A ZEVF DK
NRZEBMNEREREDNT D
R HZEMER  MRKE
ERDEELES  LEK
RERMBAEELARITR 7
BHETE o BRI UL F ISR
RAH AEEHAESES
BT RBENMSHIA ME
ENEPEAOEERENEE
NREEE - REBHAIFE
B BEFRYRTERE -
ENEBDRBER T —RF
WER
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Notes to the Unaudited Interim Financial Statements

% R B B RS R AR I RE

1. Basis of Preparation (Continued)

b.  Basis of measurement and going concern assumption
(Continued)

(ii)

Going concern basis (Continued)

The Group's current liabilities as at 30 June 2016
are mainly attributable to exploration and
evaluation cost payables amounting to
HK$413,982,000, and dir ectors of the Company
confirm that these contractors are aware of the fact
that the Company is in the process of negotiating
the settlement dates of the above mentioned
proceed from preliminary gas sharing proposals,
and hence these contractors are not expected to
demand payment of the construction costs until
CNPC has settled the proceed as agreed in the
preliminary gas sharing proposals. However, no
written confirmation from these contractors has
been obtained to confirm that they will not
demand repayment before the Company receive
proceed from CNPC.

In view of the above circumstances, the
management has 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 31 December 2016; and
(i) the contractors will not demand the Company
to settle the construction cost payables before the
Company receive the proceed from preliminary
gas sharing proposals from CNPC. 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 2016.

1.

mEEXE ®)

b. MEEERFELEMEMR(E)

(ii)

REFAHER €8 R
413,982,000 7T * AR AIE
R ZERABHABLRLE
FHERERRARKEZNN
BIFBFENENBE K
EHZEREREITEERE
NEZEER EETBEA®RSE
EENRARKLZNTEEW
EZFTRIE - Rl + RNAF]
I % 1] 52 5 AR R NS & R
R UEAREEBRTERAR
FIUCE A B AR & B 2 TS
TBRTESKIEN o

D)

&
e [ R

EREER BEREECRE
T3 ETHEARRE  HAEE
HREHRBA TR+ =@
AHBRES REREITEF
WMEH: () AREVBERN:
(FPEAHEEER =T —X
FH-A=Z+—HZAIZHX
ARTBEDE T R A FTIHE AT
BEIE - R (i) & BEEAR T
BERETREAHREBRE THRA
RIE 5 BL 77 &K P15 3038 Al
TEERARRGEMNEMNEE
BRH-ZE LMEBRRE AR
REERAAEEHEERRE
BEES URZT—XREAX
A=+H#s+=EA8NI%
BRI HARE S A o
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Notes to the Unaudited Interim Financial Statements

RAEEZ DI T HRK M T

1. Basis of Preparation (Continued)

b.  Basis of measurement and going concern assumption

(Continued)

(i) Going concern basis (Continued)
Should the use of the going concern basis in
preparation of the consolidated financial
statements be determined to be not appropriate,
adjustments would have to be made to write down
the carrying amounts of the Group's assets to their
realisable value, to provide for any further liabilities
which might arise and to reclassify non-current
assets and non-current liabilities as current assets
and current liabilities, respectively. The effects of
these adjustments have not been reflected in the

consolidated financial statements.

c.  Functional and presentation currency
The financial statements are presented in Hong Kong
dollars ("HK$"), which is the same as the functional

currency of the Company.
2. 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 2015. 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
2015 with addition for the amendments and interpretations
(the “HKFRSs") issued by the HKICPA, which have become

effective.

14 China Energy Development Holdings Limited - &1 ElgE/RFZEER B R AR
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Notes to the Unaudited Interim Financial Statements

Principal Accounting Policies (Continued)

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 2016. 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.
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 and Production segment is engaged in the

exploration, development, production and sales of natural

gas.

The Sales of Food and Beverages Business segment is

engaged in the sales of food and beverages.

The Money Lending Business segment is engaged in provision

of loans to third parties.
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Revenue and Segment Information (Continued) 3. WEKRSHER @)

The segment info rmation provided to the Board for the HE_Z-RER-ZE-—RFA=THLE
reportable segments for the six months ended 30 June 2016 NER - HAZHROBHRBTEESHND
and 2015 are as follows: SERMT

(a)

Information about reportable segment revenue, profit () FHT2HSBUE BEFIBEN
or loss and other information ERREMER
Sales of
Exploration Food and Money
and Beverages Lending
Production Business Business Total
HERM
HRREE R EYR BEEK @it
HK$'000 HK$'000 HK$'000 HK$'000
TR THET TR TR

For the six months ended
30 June 2016

Revenue from external

customers

HEZZ—X&
AAZtTHLEARER

shabE P sk

Reportable segment
(loss)/profit before

tax expenses

A 287 WERAEHAT
(BR),/ &7

Segment results included:
Interest income

Depreciation

DHEERAE
MBKA
&

Reportable segment assets

Reportable segment liabilities

AZHNHAE
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Revenue and Segment Information (Continued) 3. WmEkoEHER %)
Information about reportable segment revenue, profit (a) FEHT2HoBUE BB EN
or loss and other information (Continued) BERREMER (E)
Sales of
Exploration Food and Money
and Beverages Lending
Production Business Business Total
HERM
BRI EE KRBT S E BEr
HK$'000 HK$'000 HK$'000 HK$'000
FTAT FET FET FHT
For the six months ended HE-_ZT—1F
30 June 2015 NA=ZTBRIERER
Revenue from external IR P U ES
customers - 5,399 - 5,399
Reportable segment loss A 2{HHERAEHA
before tax expenses B (137,128) (779) = (137,907)
Segment results included: DEEERE
Interest income FEHA 2 = = 2
Depreciation e 281 19 - 300
Impairment of intangible B EERE
assets 129,797 - - 129,797
Additions to non-current BAFREEE
assets - 1,964 - 1,964
Reportable segment assets A 2HDIEE 3,796,582 13,486 = 3,810,068
Reportable segment A2RDHEE
liabilities (469,451) (7,116) - (476,567)

Interim Report 2016 - FH#iRE 17




Notes to the Unaudited Interim Financial Statements
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3. Revenue and Segment Information (Continued) 3. WEKRSHER @)
(b)  Reconciliation of reportable segment profit or loss, (b) WEHZIPBEANESR BEREER
assets and liabilities ZH R
Unaudited
six months ended 30 June
REEX
BEXA=t+HLXEA
2016 2015
—E-XE —E—hF
HK$'000 HK$'000
FET FHT
Loss before income tax MRFTS B AT 18
Reportable segment loss before Al 2/ RS R AT E
income tax (4,454) (137,907)
Other income EHAn i A 502 3
Gain on disposal of financial assets HERIEEECSMEE
held for trading paE - 1,901
Fair value (loss)/gain of financial BIEBEZSRMEEY
assets held for trading NEEE(EE) M (6,177) 4,187
Gain on reversal of impairment of FENE FOR B [ 2 Wz
loan receivable - 9,113
Gain on cancellation of convertible TR R 2 s
notes - 92,459
Finance costs BE KA (2,826) (6,551)
Unallocated head office and RO BIHER R
corporate expenses NAEIFX (7,234) (3,994)
Loss before income tax Br TS FLRTE 18 (20,189) (40,789)
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Revenue and Segment Information (Continued) 3. WEKRIEER (2
(b)  Reconciliation of reportable segment profit or loss, (b) WEFZIWBBEANESR BEREER
assets and liabilities (Continued) ZHER(E)
Unaudited Audited
RIEEZ LTz
30 June 31 December
2016 2015
—E—-RE —ET—RF
ANA=+H +=ZA=+—H
HK$'000 HK$'000
FET FHET
Assets BE
Reportable segment assets TERDIPLEE 2,224,143 2,333,706
Deferred tax assets RIETHIRE = 88,840 89,796
Other receivables, deposits and Hip el siiE - 14 RIEN A
prepayments 3,110 1,610
Financial assets held for trading BIEEBEZEMEE 62,265 68,442
Unallocated head office and AOBZEWHBERNMAREE
corporate assets 234,101 162,766
Total assets BEE 2,612,459 2,656,320
Unaudited Audited
RICEX e
30 June 31 December
2016 2015
—E-RE —E—RF
ANA=+H +=—A=+—H
HK$'000 HK$'000
F#&T T
Liabilities =L
Reportable segment liabilities AIERnIasE 443,521 458,776
Deferred tax liabilities FREFIBEE - 53
Convertible notes A RRR = 55,060 52,234
Amount due to a shareholder FEN— B IR FIE 40,402 40,402
Unallocated head office and Ao BHER LR AGAE
corporate liabilities 3,228 8,002
Total liabilities REFE 542,211 559,467
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4. Other Income 4. HWA
Unaudited
six months ended 30 June
RREX
BEAA=+HLAEA
2016 2015
—E-REF —F-1F
HK$'000 HK$'000
FET T
Exchange gain PE H Uz 502 -
Gain on disposal of subsidiaries (note 19) HEH QA2 Was (EE19) 776 -
Other Hith 18 6
1,296 6
5. Loss before Income Tax 5. BRFTEHATESIR
Unaudited
six months ended 30 June
RREX
BEAA=+HLAEA
2016 2015
—E-REF —F-1F
HK$'000 HK$'000
FET THET
Loss before income tax is arrived at BRATEHAIEEE R
after charging:
Cost of inventories consumed KOEREERAR = 5,281
Depreciation of property, plant and equipment #)% - BRE k& EZITE 391 300
Staff costs (including directors remuneration) B TRA(RIEESHE) :
— Wages and salaries and other benefits — IERFE REMETEM 5,294 4,214
— Pension fund contributions — RIKSHHK 46 41
5,340 4,255
Operating lease rentals REHERS 1,958 1,104
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6. Income Tax Credits 6. FiBHiIER

The amount of taxation in the condensed consolidated

statement of comprehensive income represents:

BRGFA 2EEERANRBERE

Unaudited
six months ended 30 June
REEX
BZEANA=1+HLAEAR
2016 2015
—E-AF —ZE—NF
HK$'000 HK$'000
FHT FAT
Deferred tax RIERIE 574 456

No provision for Hong Kong profits tax has been made as the
Group had unused tax losses brought forward for both

periods. People’s Republic of China (the ” PRC") enterprise
income tax calculated at 25% on the estimated assessable

profit for both periods.

Dividend

No dividend was paid or proposed for the six months ended
30 June 2016 (2015: Nil), nor has any dividend been proposed

since the end of reporting period.

MR RSB MR SIS AR AR B AR
HEE - MY EREEMNSBUELREE -+
FEARKME(THE D EERBRIIRE
ME A ERTUE MR R E 25% 5 & -

Hﬁa%\
BE-_Z-XRERNA=TH EREA LR

NN HRE (T —HF &) B
HEHRE T ERRERRES
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8. Loss per Share 8. BRER
(a) Basic (@ EX
Basic loss per share is calculated by dividing the loss BREABEZ BN RIER ABIG
attributable to owners of the Company by the weighted BB R A BN B B 1T AR Y hnE
average number of ordinary shares in issue during the BRGTH -
period.
Unaudited
six months ended 30 June
RRER
BEXRA=+THLEXREA
2016 2015
—E-XRF —T-RF
HK$'000 HK$'000
FHET THET
Loss attributable to owners of KARVEE AEILEE
the Company 19,615 40,333
Number of Shares
RS EE
Weighted average number of BERBITERRZ INEFHE
ordinary shares in issue 9,505,344,000 9,505,344,000
HK Cents
AL
Basic loss per share HRREAREE 0.21 0.42
(b) Diluted (b) #8
Diluted loss per share is the same as basic loss per share MR AR R SRR 2 B R R AL e
for six months period ended 30 June 2016 and 2015 as BRR  HRNEE_Z-—RER=FT
the potential ordinary shares on convertible notes are —HFEANA=ZTRLEANEASBMZE
anti-dilutive. e E i R G IR E AR EEARR -
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11.

Notes to the Unaudited Interim Financial Statements

Property, Plant and Equipment

During the six months ended 30 June 2016, the Group did
not acquire any property, plant and equipment (2015:
HK$1,964,000).

Exploration and Evaluation Assets

During the six months ended 30 June 2016, the Group did
not purchase any exploration and evaluation assets (2015:
Nil).

Intangible Assets

At 30 June 2016, 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 amorti zation was provided for the six months
period ended 30 June 2016 and 2015.

The actual volume of gas production of Kashi Project has
increased to 88,720,000 (six months period ended 30 June
2015: 67,890,000) cubic meters. As a result, no impairment
loss of intangible assets was recognised during the six months
period ended 30 June 2016.

Impairment loss of intangible assets HK$129,797,000 was

recognised during the six months period ended 30 June 2015
as the carrying amount of the intangible assets exceeds the

recoverable amount. The recoverable amount of the cash
generating unit fo r the expl oration and production segment
as at 30 June 2015 was HK$3,590,000,000 based on value in
use calculation and by reference to the revaluation report

produced by an independent valuer.

The post tax discount rates used for value in use calculation is
19.5% and 12% for the six months ended 30 June 2016 and
2015 respectively.

10.

11.

ST IS AR T

M - BERRE

Hz-2%
EBEARBWBEADE - BEKE
— % 1,964,000/ 7T) °

—ﬁiﬁﬁj+5¢ﬁﬁHW'$
R

HRRAGEE

ﬁi—j /\E'E/\H ‘T’EHJ:/\TIHW ZK
EEVYENBIMNHERIHFEE(ZS
—RF )

BYEE

RZEBE—RNEANA=1TH  BRIEHRBA
BIEZ RIE M FTER 2 BAD KA 2 s
BREAERREREE BEZT X FK
ZE-RAFANA=TALENE A BRI &R
R -

BATEEMRKARERESIE S 88,720,000
(Bz-—%— ﬁéﬁ/\ﬂ JFEHJ:/\MH

ﬁﬁ%ﬁmﬁﬁfgfﬁiﬂﬁ:+atﬂ
& A #ERR -

HE—_ZT—RAF~A=ZtHLEANEARNEE
4 B BR (BR34BT YR o) & B8 1 fe ;R A &
ER{ER1E 129,797,000 T - R—T—h
FRA=TH PDEREESTZBRSESE
BB A7) A] Uk [B] & B8 4 3,590,000,000 % 7T -
ZeRIRBEREETERSEBLGE
AR LR B (3R -

REBEE—_ZE—FFER_FT—HFA=1+H
WENEA - ARETEE Tﬁﬁ’ﬁméﬁﬁfﬁt“ I
#19.5% K& 12% °
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Loan and Interest Receivables 12. ERERRFE
The Group
rEER
Unaudited Audited
RBER REZ
30 June 31 December
2016 2015
—E-AF —T-hfF
RA=+A +ZA=+—H
HK$'000 HK$'000
FET FET
Loan and interest receivables in FRAE ZE 74 1 FE UL E R B 12,
money lending business - 46,803

As at 31 December 2015, the loan receivables with principal

amounts of HK$46,000,000 and related interest receivables of
HK$803,000 were due from two independent third parties.
These loans are interest- bearing at rates ranging from 12% to

18% per annum.

As at 31 December 2015, loans receivables with principal
amounts of HK$40,000,000 were less than 1 month past due,
which resulted in overdue interest receivables of
approximately HK$735,000 which was fully settled with
relevant interest receivables in February 2016. The remaining
balance was neither past due nor impaired.

Amounts Due From/(To) Related Companies 13.
and a Shareholder

Amounts due from related companies are unsecured, interest
free and repayable on demand; and amount due to a
shareholder is unsecured, interest free and is repayable on

demand.

China Energy Development Holdings Limited - &1 ElgE/RFZEER B R AR
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Notes to the Unaudited Interim Financial Statements
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Trade Payables 14. BFERX
An ageing analysis of trade payables of the Group is as REEZ BNRFERER O
follows:
Unaudited Audited
RIEEX S
30 June 31 December
2016 2015
—E-AF —E-hfF
ARA=+H +ZA=+—H
HK$'000 HK$'000
FET FHT
Over 1 year —FpAE - 2,889
Convertible Notes 15. AR ERE

As a result of the acquisition of Totalbuild Investment Group
(Hong Kong) Limited (the ” Totalbuild Transaction”), the
Company has issued convertible bonds in principal amount of
HK$2,558,000,000 carrying right to convert to shares of the
Company (“Shares”) at the conversion price of HK$0.168
each (“Tranche | Convertible Notes ") to U.K. Prolific
Petroleum Group Company Limited (“ UK Prolific”), which was
nominated by the vendor in Totalbuild Transaction (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 Notes"”) out of the Tranche |
Convertible Notes 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” (as defined in the Company’s
circular dated 3 De cember 2010, the “Circular”) can be
evaluated on the basis of “Unrisked Economic Evaluation” (as
defined in the Circular) on or before 31 May 2015.

HRKBEHAIRERE(EB)ERAR([H
BAXEEE] ARAEBTASHE
2,558,000,00078 T2 Al # Rk &7 ([ 58 —#it
o # R ZE & ) T UK Prolific Petroleum
Group Company Limited ([ UK Prolific]) -
ZEEHMAER T ERAR ARG (T
#7])  EIRERFTRO0.168E T - M HEE]
RSEIEF - UK ProlificEE S ([EH )12
BRZEBEFZEREA - REHERZ5EE
B E-—HAIRREERPEREE
1,279,000,0008 T ([ ZERE D EFTHF T
—ZHERE  MERZRBREEEARARERN
—E-hFRA=T—BRZAEEHRGE
BEBERMEEHERFERES —ETHE
(EERARQFBHBHAT—ZTF+=_A=
Hz ik [ 28R ) Al A [ AR A i
HREE(ERRZRMR) TEE - AR
Bl T & 7 (SRIRE 77 2 #8722 T UK Prolific) °
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15. Convertible Notes (Continued) 15. AR ER#)
No such written certificate was received by the Company on ARARRZE—RFRA=F+—HH AL
or before 31 May 2015. Under the terms of Totalbuild MEREHEEES - RBEHAXSEEZ
Transaction, the Shortfall Notes have been returned to the 1ER  ZEEBECRBARERHE BEZ
Company for cancellation. The gain of HK$92,459,000 was Z-RERNA=TAHIEREARRBREZTH
recorded as the result of the cancellation of Shortfall Notes EBER MRS W 92,459,000 7T ©

during the six months period ended 30 June 2015.

The movement of the principal amount, liability component AMEREASE - BESY REROZ
and equity component of the convertible notes are as follows: BEMT

Carrying amount

BREE
Liability Equity
component component
a8EHS SIS
HK$’000 HK$'000
FHT THET
At 31 December 2015 and 1 January 2016 R-Z—RAF+-_A=+—H
R—Z—XRE—A—H 52,234 695,828
Interest expenses F ez 2,826 -
As 30 June 2016 RZE—RFAA=+H 55,060 695,828
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16. Share Capital 16. BRA
Number of
shares Amount
DB B kX ]
HK$'000
TR
Authorized: VERE ¢
Ordinary shares of HK$0.05 each BARMEEO0.05 8T 2 A
At 31 December 2015 and 30 June 2016 R-E—RF+-_A=+—H
EZF—XRFRA=1+H 25,000,000,000 1,250,000
Issued and fully paid: BEITRAUE
Ordinary shares of HK$0.05 each BRMEEO0.05 8T & iMAX
At 31 December 2015 and30 June 2016 R-_ZE—HF+_-_A=+—H
R-T—XEANA=+H  9,505,344,000 475,267

17. Related Party Transactions 17. BBALRS

During the period, the Group had the following significant HN - AEEEBABATEATERRS -

transactions with related parties:

Unaudited
six months ended 30 June
RBERZ

BZEAA=1THLAEAR
2016 2015
—E-AF “T—hF
HK$'000 HK$000
FH T FAT

Key management personnel remuneration: ETEAEMS

directors — short-term employee benefits &% — EHEE BT 1,261 700
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18.

28

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.
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Notes to the Unaudited Interim Financial Statements

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.

18.

ST IS AR T

EiENE )

RZE—REFXRNA-+=B(HEHEHR

f) BARBRFE ASHENERDE
ﬁ’%—i%w (T#H<]) - EARRRIBRFA
EARASTREETERE SIEH SR (KR E
&)
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Litigation (Continued)

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 is only at a preliminary 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 2 015, 17 June 2015,
25 June 2015, 29 June 2015 and 18 August 2015.
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19. Disposal of Subsidiaries 19. HEWE QA
On 24 June 2016, the Group entered into a sale and purchase RZZ—RENAZ+TMHE  AEEFVE
agreement to dispose of certain subsidiaries at a Hifek - HEETHWEAR - K{E/50,000
consideration of HK$50,000, the net assets of the Disposal B MEEREREERRAZEEFEN
Group at the date of disposal were as follows: T
Unaudited
Date of disposal
RBERZ
HERH
HK$'000
FET
Assets disposed of: BEHEZEE:
Other receivables, deposits and prepayment H A U FKIE « 12E RIEFKIE 52
Amounts due from related companies i b NETE O] 9,137
Cash and bank balances Re MIRITHEE 7
Liabilities disposed of: BEHEZEE:
Trade payables &R R (2,889)
Other payables and accruals EL At N RIE S BT BRIE (6,227)
Deferred tax liabilities BT B E (53)
Non-controlling interests eI (753)
Net liabilities BEHE (726)
Satisfied by: XA :
Cash RE (50)
Gain on disposal th & U as (776)
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BEERNWN D

Operating Results

During the six months period under review, the Group recorded the
turnover from the money lending business of approximately
HK$782,000 (2015: nil). The Group's turnover was derived wholly
from the money lending business segment. The exploration and
production segment and sales of food and beverages segment did
not contribute any revenue to the Group during the period under
review (2015: nil).

The Group recorded a loss for the six months period attributable to
the owners of the Company of approximately HK$19,615,000,
compared to a loss of approximately HK$40,333,000 during the
corresponding period in 2015. The decrease in loss was mainly due
to the fact that there is no impairment loss of intangible assets
being recognised during the period under review. Loss per share
attributable to the owners of the Company was 0.21 HK cents
(2015: 0.42 HK cents).

Business Review

Exploration and Production 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.

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.
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Business Review (Continued)

Exploration and Production Segment (Continued)

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.

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 of 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.

BEERWN D
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Business Review (Continued)

Exploration and Production Segment (Continued)

Since the acquisition of Totalbuild Investments Group, pilot
productions were carried out at the site. 88,720,000 (six months
period ended 30 June 2015: 67,890,000) cubic meters of gas was
extracted during the six months ended 30 June 2016. 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 2016, the acquired oil/gas field has approximately
estimated contingent resources of 47.4 (31 December 2015: 47.4)
thousand barrels (“ Mbbl"”) of oil and 11,627 (31 December 2015:
11,670) 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 stil | to be develo ped and approved; and

(iii) the field is situated in a remote location.

During the period, the exploration and production segment 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$4,447,000 (six
months period ended 30 June 2015: HK$137,128,000). During the
period, no impairment loss of intangible assets was recognised, as
compared to the impairment loss on intangible assets in the
amount of HK$129,797,000 recognised during the six months
period ended 30 June 2015. 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.
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Business Review (Continued)

EKEREE)
Exploration and Production Segment (Continued) BFEREEST(EZ)
BHEREES 2 CEEE  UREEFEE
EWER RSB ELE ZRASHTIIT

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

and exploration activities are shown as below:

(a)  Results of operations in exploration and production segment (a) BIEREESE AT ELE

Unaudited
six months ended 30 June
REEX
BEXA=+HLEXEA
2016 2015
—E-XREF —ET—TF
HK$'000 HK$'000
FHT FH&T
Net sales to customers BFFHER = -
Other income HAb YA = 2
Operating expenses R (4,179) (7,052)
Depreciation e (268) (281)
Impairment loss of intangible assets BREEREEE = (129,797)
Results of operations before income BRETIS TR S Al A & R 4R
tax expenses (4,447) (137,128)

(b) Costs incurred for exploration and evaluation assets

acquisitions and exploration activities

(b)

ARG B EWIE RSB EL 2 AR

Unaudited
six months ended 30 June
REEX
BZEANA=1+THLAEAR
2016 2015
—E-RE —E-hfF
HK$'000 HK$000
FERT FAT

Exploration cost

BYERACAR
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Business Review (Continued)

Sales of Food and Beverages Business

For the six month ended 30 June 2016, the Group did not record
any revenue from the sales of food and beverages business
segment (2015: HK$5,399,000). The segment loss before tax
expenses was approximately HK$787,000 (2015: loss of
HK$779,000). The significant decrease in revenue during the period
was mainly due to the Group's intention to reduce reliance on the
sales of food and beverage to related companies. The Group has
tried to change the customer and product mix with a view to
increasing diversity of this business segment and 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 2016, the Group recorded
revenue from the money lending business of HK$782,000 (2015:
Nil). The segment profit before tax expenses was approximately
HK$780,000 (2015: Nil). The Group recorded revenue from money
lending business starting from the second half of 2015 and the
Company is hopeful that the segment continue to provide stable

revenue for the Group.
Financial Review

Liquidity, Financial Resources and Capital Structure

As at 30 June 2016, the Group had no outstanding interest-bearing
borrowings (31 December 2015: Nil). The cash and cash equivalents
of the Group were approximately HK$234,540,000 (31 December
2015: HK$204,278,000). The Group's current ratio (current assets to
current liabilities) was approximately 0.63 (31 December 2015:
0.66). The ratio of total liabilities to total assets of the Group was
approximately 21% (31 December 2015: 21%).
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Financial Review (Continued)

Liquidity, Financial Resources and Capital Structure (Continued)

As at 30 June 2016, 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 2016 and 2015.

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$259,511,000 as at 30 June 2016 (31 December 2015:
HK$265,154,000).
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Financial Review (Continued)

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 2016 and 2015.

Employee Information

As at 30 June 2016, the Group had a total workforce of 22 (2015:
30). The Group remunerates its employees based on their work
performance, working experiences, professional qualifications and

the prevailing market practice.
Prospects

Natural Resource Industries

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
evaluate 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

This is a relatively new business segment and the Group began to
record the segment revenue since 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.
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Management Discussion and Analysis

Prospects (Continued)

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 established new business divisions
with the view to applying for licences to engage in securities trading
and to engage in investment businesses. The Board considers that
such diversification can reduce the Group's reliance on its oil and

gas and food and beverages segments.
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Hib &R

Directors’ Interests and Short Positions in Shares

As at 30 June 2016, 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 past six
months period was the Company or any of its subsidiaries a party
to any arrangement to enable the directors of the Com pany 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 2016.

No share option was granted and exercised during the period
under review and there was no outstanding share option as at 30
June 2016 and 2015.

Substantial Shareholders’ interests and Short
Position

As at 30 June 2016, 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:
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Hib &R

Substantial Shareholders’ interests and Short

Position (Continued)

TERRZERRARE (&)

Long Positions in the Shares and Underlying Shares of the REAATDRGRAEBRG ZHFR
Company
Total number of Approximate
Number of Number of  ordinary shares  percentage of
Name of ordinary shares underlying  and underlying issued
Shareholders Nature of interests held shares held shares share capital
FrEEaE FrE1E BERK  AEBRTRE
RREH ERtHE REE ROBE  HEERGAH BHREDL
Huge Pearl International Trustee 1,860,000,000 11,658,750,000 13,518,750,000 142.22%
Limited' RFEA
Pure Light Enterprise Ltd.! Trustee 1,860,000,000  11,658,750,000 13,518,750,000 142.22%
A
U.K. Prolific Petroleum Interest of controlled 1,860,000,000 11,658,750,000 13,518,750,000 142.22%
Group Company Ltd.! corporation
REHNEE 2w
Wang Hanning' Founder of 1,860,000,000  11,658,750,000  13,518,750,000 142.22%
TEE discretionary trust
ZREFTAIHA
Harvest Fund Management Investment manager 1,134,772,000 0 1,134,772,000 11.94%
Co., Lid.2
REESERARAR? REKE
China Credit Trust Co., Ltd? Interest of controlled 1,134,772,000 0  1,134,772,000 11.94%
PHREFEERETLR? corporation
RiEHpEE 2
Wang Da Yong? Beneficial Owner 2,375,000,000 0  2,375,000,000 29.98%
ENCE E=ERA
Simsen International Beneficial Owner 617,749,690 0 617,749,690 7.80%

Corporation Limited®

RITEIRR (2B BR A A2

EmEA A

Notes:

GEE

1.

42

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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Substantial Shareholders’ interests and Short

Posi

Long

tion (Continued)

Positions in the Shares and Underlying Shares of the

Company (Continued)
Notes:

(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 RAEQTRGREBERD TR (&)
Company (Continued)

Notes: PsE - (&)
(Continued) 1. (#&)
Up to 30 June 2016, th e Company h as not received any DI filings HEZZT—RFAA=+AH  KARMRKIME
from any of the related parties to reflect any changes of their deemed AIBRBE T Z RE RS T B A R 1R S A MRRBARR 1D 2 48
interest in the relevant shares in the light of the above developments. et A b B R LR EMES -
These shares were held an asset management product managed by 2. ZERMNIFIEFREECERARAFA(EEE
Harvest Fund Management Co., Ltd. (“ Harvest Fund”), namely China £)EEN—BEEETEE G (EEREITIEIN
Guangfa Bank-JS FUND-QDII2. 4L F) & E & 1251 &) (ChinaGuangfaBank-JSFUND-

QDII2)) °

Based on the DI filings made by the relevant shareholder(s) to the RIFAEBRRM AR RELH 2 S HERR - 5=
Company, Harvest Fund is 40% owned by China Credit Trust Co., Ltd. BESHPREXREREERFESR 40% 2 ©
As such, China Credit Trust Co., Ltd. is deemed to be interested in all At PHEEERET A ABEAREEES
the shares of the Company owned by Harvest Fund. RHENMEARRRIRGOTHAER -
Based on the information obtained by the Company from United 3. BBERRRARTHEZSFERAA(RTH

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 2016, the
Company has not received any Dl 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 2016.

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 2016, the G roup has
complied itself with all CG Code and Report except for the
following:

a. Inrelation to A.2.1 of the CG Code which states that the roles
of chairman and Chief Executive Officer (the “CEQ") should
be separate and should not be performed by the same
individual and the division of responsibilities between the
chairman and CEO should clearly established and set out in
writing. At all times during the period under review, Mr. Zhao
Guogiang is the CEO. Before 25 January 2016, the position of
chairman was vacated. On 25 January 2016, Mr. Wang
Yongguang was appointed the chairman of the Company.
However, on 27 July 2016, Mr. Wang Yongguang resigned as
the chairman and a non-executive Director of the Company.
Since then the position of the chairman of the Company is
vacated. The Company will inform shareholders by way of

announcement if there is suitable candidate to fill the vacancy.

b. Inrelation to A.4.1 and A.4.2 of the CG Code, non-executive
directors should be a ppointed for a specific term, subjec t 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 o f 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) TtEERER @

In relation to A.6.7 of the CG Code, independent non- c. HEREARTARAMALTIME @ BILIFH
executive directors and other non-executive directors should TEERAMIERTEEFANEAQTRRE
attend the annual general meeting of the Company. Dr. Gu BERG - IFMTEFBERIT L RBIIE
Quan Rong, a non-executive director, and Mr. Zong Ketao, an HITEERRVEL AR M EREEE A REE
independent non-executive director, were unable to attend FARRRMN-F-—ARFAA=ZTRETZR
the annual general meeting of the Company held on 30 June FIBEFRG -

2016 as they were out of town for other businesses.

In relation to I(f) of the CG Code, the Company should state d. BB EE

the details of non-compliance with rule 3.10(1) and an
explanation of the remedial steps taken to address non-
compliance. Rule 3.10(1) provides that every board of
directors of a listed issuer must include at least three
independent non-executive directors. As announced by the
Company on 25 January 2016, Mr. Wang Yongguang was
redesignated as a non-executive director. Due to Mr. Wang's
re-designation, (i) the number of independent non-executive
directors had fallen below the minimum number of three as
required under Rule 3.10(1) of the Listing Rules; (ii) the audit
committee of the Company did not have a majority
membership comprising independent non-executive directors
as required under Rule 3.21 of the Listing Rules; and (iii) the
remuneration committee of the Company did not have a
majority membership comprising independent non-executive
directors as required under Rule 3.25 of the Listing Rules.
Following the appointments of Mr. Cheng Chun Ying and Mr.
Lee Man Tai as independent non-executive directors and
members of the audit committee and the remuneration
committee of the Company on 26 January 2016, the Company
had fulfilled (i) the requirement of minimum number of three
independent non-executive directors under Rule 3.10(1) of the
Listing Rules; (i) the requir ement of the audit committee of
the Company comprising a majority of independent non-
executive directors as required under Rule 3.21 of the Listing
Rules; and (iii) the requirement of the remuneration committee
of the Company comprising a majority of independent non-
executive directors as required under Rule 3.25 of the Listing

Rules.
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Change in information of Directors

Pursuant to Rule 13.51B of the Listing Rules, the recent changes in

information of the directors are set out below:

Mr. Chui Kwong Kau has resigned as an Independent Non-
executive Director of Aurum Pacific (China) Group Limited (stock
code: 8148), which is listed on the Growth Enterprise Market
("“GEM") of the Stock Exchange, with effect from 16 March 2016.

Subsequently, on 30 June 2016, Mr. Chui Kwong Kau retired as an

executive Director of the Company.

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.
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Audit Committee EREES

The audit committee comprises one non-executive director and ERLZESRREARR —RFNTEER =28
three independent non-executive directors of the Company. The UEMITER - EREEGERMNEDLEERT
audit committee has adopted terms of reference which are in line Al —BBEsHE - XREEHE_T—RF A
with the CG Code. The Group's unaudited financial statements for =STHERNERZARERHBRRE ABZE
the six months ended 30 June 2016 have been reviewed by the BBl ZZEERARERREETEAS
audit committee, who is of the opinion that such statements comply FPER] - ETARRIREMEEER  WEEHT
with applicable accounting standards, the Listing R ules and other DI -

legal requirements, and that adequate disclosures have been made.

By order of the Board AEEEDm
China Energy Development Holdings Limited FERERBEZRIERBRAT
Zhao Guogiang TR RANTEE
Chief Executive Officer and Executive Director HHE R
Hong Kong, 22 August 2016 BE —T—XENA-t+=H
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