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MANAGEMENT DISCUSSION AND ANALYSIS
BEENRR DM

OPERATING RESULTS

Energy International Investments Holdings Limited (the “Company”)
and its subsidiaries (together referred to as the “Group”) is principally

engaged in the oil production, the supply of electricity and heat and

the oil and liquefied chemical terminal.

()

(i)

Revenue

For the year ended 31 December 2016, the Group's record
revenue was approximately HK$41 million (2015: HK$87
million), representing a decrease of approximately HK$46
million or approximately 53% as compared to the last year. The
Group's revenue is contributed from oil production business
and supply of electricity and heat business. No revenue has
been generated from the Group's oil and liquefied chemical
terminal since the construction works on the terminal and
related facilities are still in progress.

Gross loss

Gross loss of the Group for the year ended 31 December 2016
was approximately HK$21 million (2015: HK$44 million). The
gross loss arose from both the supply electricity and heat
business and the oil production business.

Gross loss arising from the supply electricity and heat business
is mainly caused by the decrease in supply of electricity.
Without drawing conclusion on negotiation with the People’s
Government of Lingshi County (the “Lingshi Government”),
Shanxi Zhong Kai Group Lingshi Heat and Power Limited
("Shanxi Zhong Kai Group Lingshi”), a 60% owned subsidiary
of the Company, has maintained the workforce even the
revenue decreased due to the notice issued by the Lingshi
Government dated 23 April 2015 (the “Notice”).
from the oil production business is mainly attributable to the

Gross loss

low selling price and sales volume of crude oil.

The Board believes that (1) after the disposal of the electricity
and heat business, which was completed on 17 March 2017,
(2) the crude oil price recovered from the bottom level,
together with certain cost saving policies such as temporary
close down of the less efficient oil wells and minimising of staff
costs; and (3) the commencement of generating rental income
from the Group’s oil and liquefied chemical terminal, the
Group's gross loss situation will no longer exist in coming years.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

(iii) Loss attributable to the owners of the
Company

The loss attributable to the owners of the Company for the
year ended 31 December 2016 was approximately HK$190
million (2015: HK$493 million). The loss of the Group has
decreased by approximately HK$303 million or approximately
61% as compared to last year. The loss was mainly resulted
from (1) the gross loss of approximately HK$21 million; and
(2) the impairment losses on property, plant and equipment
("PPE") and intangible assets relating to the cash generating
unit to which the PPE and intangible assets of the Group's
oil production business belong (the “Qil Production CGU")
amounted to approximately HK$11 million and HK$167 million
respectively. The loss was partially offset by the reversal of
impairment losses on PPE and prepaid land lease payments
relating to PPE and prepaid land lease payments of the supply
of electricity and heat business (the "Electricity and Heat CGU")
of approximately HK$15 million and HK$2 million respectively.

BUSINESS REVIEW
Electricity and heat business

For the year ended 31 December 2016, Shanxi Zhong Kai Group
Lingshi, in which the Group owns a 60% equity interest, generated
revenue of approximately HK$22 million (2015: HK$47 million), a
decrease of approximately 53% as compared to last year. The decrease
in revenue was mainly due to the decrease in electricity consumption
and there was no supply of heat energy during the year. In 2016, due
to the Notice as further explained below, the supply of electricity to
both government authority and local customers continued but with a
limited scale.

The loss from the electricity and heat segment before any adjustments
relating to the recoverable amount of the Electricity and Heat CGU
amounted to approximately HK$16 million (2015: HK$35 million).

In the Notice, the Lingshi Government ordered Shanxi Zhong Kai Group
Lingshi to shut down the operations of its 2 sets of power generating
units before 30 June 2015, for the purposes of anti-pollution and
emission reduction.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEN WD

Oil business

In 2016, global economic recovery was slow and the growth rate of
the Chinese economy has further slowed down. The demand in the
petroleum market was weak and although the international crude
oil price has improved, it is still at a low level. In the face of the
complicated and harsh economic environment, the Group focused
on lowering the costs and enhancing efficiency. The operating results
before the impairment losses on PPE and intangible assets for the year
maintained at the same level as compared with last year.

According to our original planning, we expected that in 2016 we
would be able to extract approximately 15,000 metric tonnes of oil.
However, the drilling and extraction schedule was delayed during the
year due to several interruptions and unexpected circumstances. For
the year ended 31 December 2016, we have extracted approximately
10,000 metric tonnes (2015: 17,000 metric tonnes) of oil.

It is not cost effective to drill production well at the current low
oil price environment. Our technician has been analysing the data
received from existing extraction activities in order to determine if
new extraction method should be deployed to save cost. We are still
negotiating with technical department of our partner, China National
Petroleum Corporation (“CNPC"”), and other local expertise in this
study.

The results from operations and costs incurred in oil business are
detailed as below. In 2016, the Group achieved a turnover of
approximately HK$19 million (2015: HK$41 million), representing a
decrease of 54% as compared with last year. The reportable segment
loss of oil production before impairment losses on intangible assets
and PPE for 2016 amounted to approximately HK$30 million (2015:
HK$29 million). The loss was primarily due to the combined impact of
the low level in both the selling price and the sales volume of crude oil.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

Results from operations REEE
2016 2015
HK$’000 HK$'000
—E-K¥F —E-REF
FET FET
Net sales to customers KPIHEFE 18,762 40,675
Other income H A 12 23
Operating expenses LER X (43,052) (55,798)
Depreciation e (5,544) (14,076)

Impairment loss on property, plant and ME - BRENEEREEE

equipment (11,024) (33,843)
Impairment loss on intangible assets mEEEZREFBIE (166,938) (408,954)
Results from operations before income tax BRFTISBIAT A & 4R (207,784) (471,973)

Songliao Contract impairment

As at 31 December 2016, the Company reviewed the carrying amounts
of its assets related to the petroleum contract entered into between
China Era Energy Power Investment Limited, a wholly-owned subsidiary
of the Company, and CNPC on 13 August 2007 (the “Songliao
Contract”), and determined that impairment would be necessary.
The impairment losses were mainly due to the slower growth rate
in oil prices than expected and delays in the drilling and extraction
schedules. The planned drilling and extraction schedules were delayed
mainly due to the following factors:

o More time spent on the research on the detail structure of
underground oil reserve;

o Further determination of the type of wells to be drilled;
. Insufficient funding to expand the production; and
o Environmental concern near the site area by the local authority.

Accordingly, the Company determined that the carrying amounts
of the assets related to the Songliao Contract would likely not be
recoverable based on the revised timing of future cash flows projected
from the Songliao Contract.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE D

In assessing the recoverable amount of the Qil Production CGU at 31
December 2016, the Company calculated the value-in-use derived by
the discounted cash flow analysis to reflect deferral of development of
the property by the revised price and cost considerations. The projected
cash flows are based on the following key assumptions:

o Total estimated operating and construction costs of wells of
the People’s Republic of China (the "PRC") oil field for the
remaining terms of the Songliao Contract;

o The crude oil price projection basis by reference to market price
of New York Mercantile Exchange WTI (“NYMEX WTI") at the
end of 2016; and

o The discount rate by reference to market comparable.

The review on the carrying amounts of the Oil Production CGU resulted
in total impairment losses of approximately HK$177,962,000 (2015:
HK$442,797,000). The impairment losses have been recorded within
operating expenses on the face of the consolidated income statement
and relates to the Company’s segment information in oil production
segment.

For the purpose of calculating the recoverable amount of the Oil
Production CGU, the following major variables and assumptions were
adopted:

(i) The estimated operating costs of the PRC oil field for the
remaining terms of the Songliao Contract would increase and a
growth rate of 3% (2015: 3%) was being adopted;

(ii) According to the terms of the Songliao Contract, when
determining the oil price, reference should be made to the
transaction prices in the world’s major oil markets. Same as last
year, the Company has adopted crude oil prices with reference
to the rate of change of the NYMEX WTI forecast on crude oil
prices.

(i) The exchange rates used for conversion between (a) Hong Kong
dollars ("HK$") and Renminbi ("RMB") is RMB1.00 = HK$1.10
(2015: RMB1.00 = HK$1.18); and (b) United States dollars
("US$") and RMB is US$1.00 = RMB6.95 (2015: US$1.00 =
RMB6.49).

8 Energy International Investments Holdings Limited / Annual Report 2016
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENRR DT

(iv)

As compared with last year’s calculation, the management has (iv) HEREFZHAE SERERAHEENE
adopted a delayed drilling and extraction schedules as detailed RERARKBEE FB0T:
below:
Drilling and extraction schedules
ERRBREER
Variables used in Variables used in
current year projection previous year projection
FEERAMAZEE BAEFERAUMAZRE
Million Million
Years New wells metric tonnes New wells metric tonnes
FE 3o BEAM o BEAM
2016 T -RE - 0.010 - 0.015
(actual) (ZE) (actual) (EF)
2017 —E—+F - 0.010 - 0.148
2018 to 2031 —E-N\F=RE 791 3.434 791 3.495
—E=—F
Total i 791 3.454 * 791 3.658

For the current year projection, as compared with previous
year projection and having considered the production capacity,
approximately 204,000 metric tonnes of oil production are
assumed to be deferred after the Songliao Contract period, i.e.,
year 2031.

The delay is mainly due to the following factors:

Cost effective consideration during low oil price
environment as expected for years 2016 and 2017;

Additional time spent on the research on the detail

structure of the underground oil reserves;

Additional time required to determine the type of wells
to be drilled;

Insufficient funding to expand the production in the
short run; and

Tighten environmental concern near the site area by the
local authority.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WD

(iv) The funding requirements for capital expenditure, including
well development and well maintenance, on the planned
drilling were detailed below:

(iv)  FIEIERZEARFZ (B¥EmHF % &M
Hug)WESFRABET:

Capital expenditure

BERRX

Variables used in
current year

Variables used in
previous year

projection projection
N EETER BEAEFEREA
FrTAz&E FTAZEE
Years HK$’ million HK$' million
FE BEAETT BEER
2016 —E—RAF — (actual) (B &) 9
2017 —E—+tF - 278
2018 to 2031 T2 NFE-ZE=—%F 2,193 1,922
Total ast 2,193 2,209

The management planned to obtain necessary funding for
the capital expenditure from both internal and external
sources. Although in current year the net cash generated from
operating activities of the Group amounted to approximately
HK$77 million, the management is of the view that it was not
beneficial to the Group to spend significant amount on capital
expenditure during the low oil price period. Therefore the
management has the capital expenditure for subsequent years.

(v) The management assumed that the discount rate will be close
to market comparable and a pre-tax discount rate used to
determine value-in-use is 17.8% (2015: 18.5%).

The review on the carrying amounts of the Oil Production CGU resulted
in total impairment losses of approximately HK$177,962,000 (2015:
HK$442,797,000), which is mainly due to the delays in the drilling and
extraction schedules and decrease in projected oil prices.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

Information of oil reserves

Changes in estimated quantities of proved crude oil reserves for the
year ended 31 December 2015 and 2016 are indicated as follows:

AHFEEH

HE-_Z2—AFN_Z—R"F+_A=+—H1t

FE - RARBREREZEFTHE 2 EESIFHWOT
Crude oil
JRd

(million metric tonnes)
(BE&RME)

Reserves as at 1 January 2015
Changes resulted from: Production

Reserves as at 31 December 2015
Changes resulted from: Production

Reserves as at 31 December 2016

Note: Based on the Group's share of participated interests in the oil field

through jointly controlled operations.

Operation of liquid chemical terminal, storage
and logistics facilities business

By end of 2015, the Group has injected RMB115 million (equivalent to
approximately HK$136 million) to Shandong Shundong Port Services
Company Limited (IR IEFRE# B R 2 7)) (“Shundong Port”) to
obtain 51% equity interest in Shundong Port. Shundong Port owns
two sea area use rights covering an aggregate area available for
land-forming and reclamation construction of approximately 31.59
hectares in Dongying Port, Shandong Province, the PRC and permitting
the construction of reclamation and land-forming for use in sea
transportation and port facilities for a 50-years’ period running from
13 November 2014 to 12 November 2064 and 23 February 2016 to
22 February 2066 respectively. During 2016, Shundong Port has not
yet commenced business and is still in the stage of constructing the
liquid chemical terminal, storage and logistics facilities (the “Port and
Storage Facilities”). As at the 31 December 2016, Shundong Port has
substantially completed the land-forming and reclamation construction
of 27.71 hectares of land in Dongying Port.

Since Shundong Port has not yet commenced business, no revenue
has been generated in 2016 and a segment loss of approximately
HK$6 million was incurred from the oil and liquefied chemical terminal
segment.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE D

AUDITOR’S MODIFIED OPINION

The Company’s auditor does not express an opinion on the
consolidated financial statements of the Group for the year ended
31 December 2016. The auditor is of the view that because of the
significance of the matters described in the
Opinion” section of the Independent Auditor’'s Report as set out in
pages 53 to 56 of this annual report, the auditor has not been able to

"Basis for Disclaimer of

obtain sufficient appropriate audit evidence to provide a basis for an
audit opinion on these consolidated financial statements and whether
the consolidated financial statements have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance in the areas below:

1. Scope limitation - property, plant and equipment,
intangible assets and deferred tax assets and liabilities

As set out in notes 14, 17 and 29 to the consolidated financial
statements, included in the consolidated statement of financial
position as at 31 December 2016 are PPE, intangible assets
(the “Intangible Assets”) and net deferred tax liabilities
with carrying amounts of HK$25,696,000, HK$389,084,000
and HK$47,497,000 respectively (2015: HK$46,167,000,
HK$557,821,000 and HK$83,358,000 respectively). The PPE
and the Intangible Assets are collectively referred to as the “Qil
in the Independent Auditor’s Report. The
Oil Production Assets relate to the operation of oil production
business, pursuant to the Songliao Contract entered into with
a state-owned enterprise engaged in oil exploration industry

Production Assets”

(the “State-owned Enterprise”) to develop and produce crude
oil in Liangjing Block on Songliao Basin in Jilin, the PRC, details
of which are set out in note 33 to the consolidated financial
statements. The Songliao Contract was firstly entered into
between the State-owned Enterprise and a company wholly
owned by an individual ("Mr. A”) and the Group subsequently
acquired the Songliao Contract through the acquisition of the
company firstly entering into the Songliao Contract in 2010.
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As explained in note 3(a)(i) to the consolidated financial
statements, in 2015, the directors of the Company found that
Mr. A, the sole shareholder of the company firstly entering
into the Songliao Contract at the relevant time, was formally
charged by prosecution authorities in the PRC for illegal crime
(the “Charge”), possibly involving allegations about improper
conduct in obtaining the Songliao Contract. In the preparation
of the consolidated financial statements for the years ended
31 December 2015 and 31 December 2016, the directors
of the Company have obtained the legal opinions in respect
of the Charge which states that there is no adjudication in
respect of the Charge and it is not possible to estimate the
outcome. The legal opinion also states that if Mr. A is found
guilty for his suspected improper conduct in obtaining the
Songliao Contract, this might render the Songliao Contract to
become voidable and the State-owned Enterprise would be
entitled to claim all economic benefits passed to the Group
previously under the Songliao Contract from the Group. As a
result, the Group may not be able to exercise its right under
the Songliao Contract and its Intangible Assets and PPE may
be derecognised. In addition, corresponding adjustment may
also be required to adjust the related net deferred tax liabilities
accordingly.

However, as at the date of this report, there is no adjudication
in respect of the Charge and the legal opinion obtained by
the Company does not indicate the estimated outcome of
the Charge. As a result, the auditor was unable to obtain
sufficient appropriate audit evidence concerning (i) the validity
of the Songliao Contract and therefore the ownership of the
Oil Production Assets; (ii) whether the amount of impairment
loss on the Oil Production CGU was appropriately recognised;
and (iii) whether any liabilities shall be recognised in the
consolidated financial statements in respect of any claims to
be initiated by the State-owned Enterprise. Any adjustments
that might have been found to be necessary in respect of the
above would have a consequential effect on the consolidated
statement of financial position as at 31 December 2016, the
consolidated income statement for the year then ended and
the related elements making up the consolidated statement
of changes in equity and the consolidated statement of cash
flows.
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This scope limitation on the Oil Production Assets has first
arisen in the consolidated financial statements of the Group
for the year ended 31 December 2015, which was the year
in which the Charge was discovered and legal proceedings
were commenced by the Company in the Cayman Islands (the
“Cayman Litigation”). As the trial process of the Charge is
beyond the Company’s control and the Cayman Litigation has
yet to reach the trial and judgment stage, the Company is not
in the position to formulate a plan and timeline to remove this
scope limitation in the forthcoming year. The Company will
inform shareholders of the Company and the public by way of
announcement as and when we are aware of any significant
development on the Charge and the Cayman Litigation.

Save as disclosed herein, there is no progress in the said
Cayman Litigation in 2016. Despite of the Charge, in both
the current year and in 2015, the directors of the Company
consider that the Songliao Contract will continue to be
valid and will be executed on the basis that the Group has a
close working relationship with the State-owned Enterprise
and, up to the date when the directors approved the
consolidated financial statements, there is no indication from
the State-owned Enterprise regarding any potential claim or
questioning the validity of the Songliao Contract. Based on the
presentation of factual findings by the Company’s directors and
management, the audit committee of the Company is satisfied
with the management’s judgment on this matter.
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Uncertainties relating to going concern

(i) The Group incurred a loss of HK$200,964,000 (2015:
HK$531,976,000) for the year ended 31 December 2016; (ii)
as at 31 December 2016, the Group had net current liabilities
of HK$353,127,000 (2015: HK$104,913,000); (iii) as at 31
December 2016, included in current liabilities was the total
outstanding construction costs of HK$420,716,000 (2015:
HK$345,172,000), that are required to repay within one year
after the reporting date, in which amounts of HK$319,177,000
(2015: HK$315,200,000) and HK$101,539,000 (2015:
HK$29,972,000) are recognised under other payables and
other borrowings respectively and the capital commitment
for construction cost was HK$154,466,000 (2015:
HK$587,704,000); and (iv) as at 31 December 2016, included
in current liabilities was bank loan of HK$49,370,000 (2015:
HK$41,300,000) that was overdue for repayments. These
conditions, in the current year and in 2015, indicate the
existence of a material uncertainty that may cast significant
doubt about the Group’s ability to continue as a going concern.

Notwithstanding the foregoing, the directors of the Company
have prepared the consolidated financial statements on a going
concern basis, the appropriateness of which depends upon
the outcome of the underlying assumptions as detailed in note
3(a)(ii) to the consolidated financial statements which include:
(i) the Songliao Contract continues to be valid and the Group
continues its oil production business, which is the basis on
which the directors prepared the cash flow forecast for the next
twelve months after 31 December 2016; and (ii) the Group will
settle the outstanding construction cost of HK$180,155,000.
For the remaining balances of total construction costs, based
on the good relationship with the contractors, the contractors
will extend the repayment dates over twelve months after 31
December 2016.
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However, if Mr. A is found gquilty for his improper conduct
in obtaining the Songliao Contract as mentioned in point 1
above, (i) the Songliao Contract may become invalid; (ii) the
Group may not be able to carry out the business relating to
oil production as stipulated under the Songliao Contract; and/
or (iii) the State-owned Enterprise may be eligible to claim
compensation for the economic benefits passed to the Group
during the period of the Songliao Contract from the Group.
As stated in point 1 above, the auditor was unable to obtain
sufficient appropriate audit evidence concerning the validity of
the Songliao Contract.

In respect of the Group's settlement of the outstanding
construction cost, up to the date of approval of these
consolidated financial statements, the Group has not obtained
any written confirmations on the delayed payment date from
the contractors. There were no alternative audit procedures that
the auditor can perform to obtain relevant audit evidence to
assess the likelihood that these contractors would extend the
repayment dates over twelve months after 31 December 2016.

Accordingly, the auditor was unable to satisfy themselves that
whether it is appropriate to prepare the consolidated financial
statements for the year ended 31 December 2016 on a going
concern basis. Should the going concern basis be considered
inappropriate, adjustments would have to be made to write
down the carrying amounts of the Group's assets to their
estimated realisable values, 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.

The directors of the Company also have prepared the
consolidated financial statements for the year ended
31 December 2015 (the “2015 Consolidated Financial
Statements”) on a going concern basis with underlying
assumptions similar to those adopted in 2016 as stated above.
In the audit of the 2015 Consolidated Financial Statements, the
auditor was also unable to obtain sufficient appropriate audit
evidence concerning the validity of the Songliao Contract and
the viability of other assumptions. Together with the matter
detailed in point 1 above, the auditor did not express an
opinion on the consolidated financial statements for the year
ended 31 December 2015.
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The uncertainty of going concern has first arisen as the basis
of disclaimer in the consolidated financial statements of the
Group for the year ended 31 December 2015, which was the
year in which the Charge was discovered and the Cayman
Litigation was commenced by the Company. Since 2015, the
Company has taken the following measures to alleviate its
net current liabilities position: (a) entering into a sale and
purchase agreement to dispose of the electricity and heat
business which has poor performance in recent years, especially
after the issuing of the Notice by the Lingshi Government;
(b) focusing on lowering the costs and enhancing efficiency
during the operation of the oil business; (c) delaying the drill
schedule of oil production wells and capital expenditure at
the current low oil price environment; (d) conducting share
and convertible bond placements to raise aggregate net cash
proceeds of approximately HK$347 million during 2015; (e)
acquiring 51% effective interest in Shundong Port and entering
into a lease agreement to lease the Port and Storage Facilities,
which is expected to provide an opportunity for the Company
to generate a stable rental income, to expedite the Group’s
recovery of investment costs and to deliver reasonable return
on capital to the Group from the operation of liquid chemical
terminal, storage and logistics facilities business; (f) negotiating
with certain contractors to extend the repayment dates over
twelve months after 31 December 2016; and (g) obtaining
banking facilities and certain medium term loans to finance the
construction of the Port and Storage Facilities.

As the trial process of the Charge is beyond the Company's
control and the Cayman Litigation has yet to reach the trial
and judgment stage, the Company is not in the position to
formulate a plan and timeline to eliminate or alleviate the cash
flow limitation and the uncertainty of going concern in the
forthcoming year. The Company will inform shareholders of the
Company and the public by way of announcement as and when
we are aware of any significant development on the Charge
and the Cayman Litigation.

The directors and management of the Company will continue
to explore alternative funding sources by continuing to
approach banks and financial institutions to raise additional
capital by way of debt or equity fund-raising. The Company
will inform shareholders of the Company and the public by
way of announcement as and when we make any progress on
any of these fund-raising efforts. Based on the presentation of
factual findings by the Company’s directors and management,
the audit committee of the Company is satisfied with the
management'’s judgment on this matter.
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FINANCIAL REVIEW
Liquidity, financial resources and capital structure

As at 31 December 2016, the Group had total assets of approximately
HK$1,846 million (2015: HK$1,511 million), total liabilities of
approximately HK$1,381 million (2015: HK$824 million), indicating
a gearing ratio of 0.75 (2015: 0.55) on the basis of total liabilities
over total assets. The current ratio of the Group for the year was 0.51
(2015: 0.79) on basis of current assets over current liabilities.

As at 31 December 2016, the Group had bank and other borrowings
of approximately HK$214,627,000 and HK$140,290,000 respectively
(2015: HK$41,300,000 and HK$42,505,000 respectively). The
aggregate bank deposits and cash in hand of the Group were
approximately HK$238,814,000 (2015: HK$238,282,000).

As at 31 December 2016, the convertible bonds outstanding principal
amount of (i) HK$628,160,000, had been due on 31 December 2015
not carrying any interest with right to convert the convertible bonds
into ordinary shares of the Company. The adjusted conversion price
is HK$0.8 per share (subject to adjustments) and a maximum number
of 785,200,000 shares may be allotted and issued upon exercise of
the conversion rights attached to the convertible bonds in full; and (ii)
HK$190,000,000 due on 15 September 2018 carrying interest of 5%
per annum with right to convert the convertible bonds into ordinary
shares of the Company. The conversion price is HK$0.158 per share
(subject to adjustments) and a maximum number of 1,202,531,645
shares may be allotted and issued upon exercise of the conversion
rights attached to the convertible bonds in full. During the year, no
convertible bond was converted to ordinary shares of the Company.

In July 2015,
holder(s) of the convertible bonds which were due on 31 December

the Group commenced legal actions against the
2015. Details of the litigation can be referred to the Company’'s

announcements dated 4 July 2015, 14 August 2015 and 24 November
2015, respectively.

Energy International Investments Holdings Limited / Annual Report 2016

5t %% 1B B8

RBES MEERRBRALEE
R-BE-—XNFE+_A=+—HB KA£@X&
EAEXNH1,846,000,0008 (- T —H
F:1,511,000,0008 L) BEHENA
1,381,000,000/8 7t (=& — ﬁfﬁ-su 000,000
BIL) RBEABRUEERETE BEAEE
Lt & A0.75( ZF—HRF :0.55) ° ZIKEJ*ZK%IZ
RBLLE (BRBEERNREBARGTE) A0.51
(ZE—HF:079) -

M1 FK 5 B 07,%214 627 ooo,%n&mo 290,000
BLT(ZZE—HF: 95 A41,300,000% 7T &
42,505,000 L) - AKEBE 2 RITHERKEF A

B4 A5 4/5238,814,0008 L (ZE— R F:
238,282,0002%75)

RZE—RNF+ZA=+—HB REETHRRE
(7 RNEE A1) 628,160,000 7T BN -T—H
FHZA=1+—HBIBETEHFE A A E
e mRES LB AAR QT LB - AR
HBMERFTR0.8B T (A THEE) i fid 0] #AR
BEHM 2 LR EEREITE AR REITR
%785,200,0000% % 19 : }.(ii)190,000,000/% Jt *
RZZT—N\FNA+ 7 BB RIZF | E5%5T
%vﬂﬁﬂWﬁ%ﬂﬂ%ﬂm&%%,‘ﬁumWK@ﬂ
L% - BB AER0.158E T (A FHAE) -
WA MR EHM T 2 HRERERSITE TEE%X
N 178 %1,202,531 645Hxﬁxfn F R ]
REHFHABLARRARE B -

ﬁi‘tﬁ AEBRR -_E-RAFTZ
'JHEZ—H’*‘HxE%Z?%E/\EﬁJ?&%&
= \ETQFMS ARMORA-F—HF
E-AFNATHEAR-Z—4L%F
T—RAZtmBEZ R fH-



MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

Contingent liabilities

As at 31 December 2016, the Group did not have any significant
contingent liabilities.

Capital and other commitments

The Group had capital and other commitments contracted but
not provided for of approximately HK$155,167,000 (2015:
HK$588,456,000) and HK$48,164,000 (2015: HK$50,622,000)
respectively as at 31 December 2016.

Charges on assets

As at 31 December 2016, the Group’s certain PPE of approximately
HK$169,921,000 (2015: Nil), entire sea area use rights of
approximately HK$106,367,000 (2015: Nil) and certain bank deposits
of approximately HK$42,921,000 (2015: HK$22,000) were pledged for
the Group’s bills payables and finance lease liabilities.

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$ and RMB
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 minimise currency risks. The Group, after reviewing its exposure for
the time being, did not enter into any derivative contracts aimed at
minimising exchange rate risks during the year. However, management
will monitor foreign currency exposure and will consider hedging
significant foreign currency exposure if necessary.

Employee information

As at 31 December 2016, the Group employed 421 full-time
employees (2015: 432). The Group’s emolument policies are
formulated on the performance of individual employees and are
reviewed annually in line with industry practice. The Group also
provides provident fund schemes (as the case may be) to its employees
depending on the location of such employees.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Dividend

The directors of the Company do not recommend the payment of any
dividend for the year ended 31 December 2016 (2015: Nil).

FUTURE PLAN AND PROSPECTS
Electricity and heat business

On 30 December 2015, Precious New Limited, a wholly-owned
subsidiary of the Company, has entered into the sale and purchase
agreement with an independent third party who has conditionally
agreed to acquire and Precious New Limited has conditionally agreed
to sell its shares in Sunlight Rise Limited, intermediate holding
company of Shanxi Zhong Kai Group Lingshi, and the sale loan (the
"Disposal”). The consideration for the Disposal is HK$1,500,000
(subject to adjustment). The resolutions in relation to the Disposal was
passed as ordinary resolutions in the extraordinary general meeting
held on 7 March 2017, and has been completed subsequently on 17
March 2017. By this, the Group has ceased its supply of electricity and
heat business.

Oil business

In 2017, the recovery of the global economy will remain highly
uncertain, The crude oil price is likely to continue to keep at low
levels but will be higher than that in 2016. Experienced the drop of
approximately 10% recently, the crude oil price is expected to restart
its growing trend soon. The Group will continue to improve extraction
techniques in order to increase the overall efficiency. The Group will
continue to place great emphasis on its scientific and geological
researches, increase efforts to make breakthroughs on key techniques,
strengthen the meticulous exploration of mature oil field, actively push
forward venture exploration in oil field.

Taking into accounts the production capacity of existing wells and
facilities and the demand in oil market, it is estimated that the annual
oil production of the oil field of the Lower Cretaceous System Quantou
Formation Third Member Yangdachengzi Layer which is situated at
Liangjing Block of the Songliao Basin at Jilin Province of the PRC in
2017 would be approximately 10,000 metric tonnes (equivalent to
73,000 barrels of oil).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

As disclosed in the Company’s announcement dated 4 July 2015 in
relation to the legal proceedings brought by, inter alia, the Company
against, inter alia, the vendors of and other parties relating to the
acquisition of our oil production business (the “Liangjing Project”).
Since such litigation is only in a preliminary stage, based on the
prevailing situation, the oil production business of the Liangjing Project
of the Group is still in normal operation and production and the Group
is inclined to continue the ongoing construction work and the related
further investment in the Liangjing Project. The Board will closely
monitor the operations and performance of the Group's oil production
business under the Liangjing Project.

Operation of liquid chemical terminal, storage
and logistics facilities business

Since the completion of the acquisition of 51% effective interest in
Shundong Port by the Group in December 2015, the Group had been
proactively promoting the continual construction of the Port and
Storage Facilities. The original design of the Port and Storage Facilities
anticipated four berths for chemical tankers of 10,000 tonnage and
two berths for chemical tankers of 5,000 tonnage. With the effort,
contribution and investment of the Group, the Group is now working
towards the objective of upgrading two 10,000-tonnage berths to
20,000-tonnage and 30,000-tonnage, respectively. Based on the
current progress and timetable, the first phase of construction of the
Port and Storage Facilities is expected to complete and be ready for
commercial operation during 2017.

On 24 October 2016, Shundong Port and an independent third
party (the “Lessee”) entered into a lease agreement (the “Lease
Agreement”), pursuant to which Shundong Port agreed to lease the
Port and Storage Facilities to the Lessee. The rent payable by the Lessee
to Shundong Port for the Port and Storage Facilities under the Lease
Agreement is RMB125 million (approximately HK$145 million) per
annum, which shall be payable in twelve equal instalments on monthly
basis in advance. Details of the Lease Agreement can be referred to the
circular of the Company dated 17 February 2017.

The Lease Agreement provides an opportunity for the Company to
generate a stable rental income from the Port and Storage Facilities,
which is expected to expedite the Group’s recovery of investment
costs and to deliver reasonable return on capital to the Group on this
project. In addition, the Lease Agreement is expected to improve the
Group's asset and liabilities position in the long run, and to enhance
the fund-raising capabilities of Shundong Port in the short run. It is
currently expected that any cash derived from the rental income of the
Lease Agreement will be retained by Shundong Port for its settlement
of indebtedness, ongoing expansion and development plans.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

Exploration and mining business

As disclosed in the Company’s 2015 annual report, the Board found
out that in 2010, the exploration licence held by Qinghai Forest Source
Mining Industry Developing Company Limited (“QHFSMI”) had been
transferred to Inner Mongolia Xiao Hong Shan Yuen Xian Mining
Industry Company Limited ( A5 & /NLILRARTEZE AR 2 A]) (“Yuen
Xian Company”) without the Company's knowledge, consent or
approval (the “Change of Exploration Right Agreement”).

Since then, the Group had commenced legal proceedings (the “Mining
Litigations”) against Yuen Xian Company with the view to invalidating
the Change of Exploration Right Agreement dated 11 November 2009
(which caused the loss of the exploration license by QHFSMI) and
seeking to regain the control of QHFSMI and the exploration license.
In the past few years, the Group suspended its exploration and mining
business pending the outcome of the Mining Litigations.

As announced by the Company on 11 June 2015, 12 June 2015 and 9
March 2016, the Higher People’s Court of Qinghai Province had made
a final judgment that the change of exploration right agreement was
between QHFSMI and Yuen Xian Company was invalid and the Qinghai
Province People’s Procuratorate had expressed its “no-support” as
to the review of the abovementioned final judgement, respectively.
Following the conclusion of the Mining Litigations, the Company has
appointed the legal advisers in the PRC to enforce the judgement to
uphold the Group’s right. In the event that the Group could regain the
control of QHFSMI, the Group will be in the position to have access to
the relevant exploration and mining license and thereafter the Group
will perform due diligence review on the mining site. The Group is
conducting regular re-assessment on the progress made by its legal
advisers and the prospect of the Group’s mining segment from time to
time.
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EXECUTIVE DIRECTORS

Ms. Wang Meiyan, aged 54, was appointed as executive Director
of the Company in January 2011. She graduated from a vocational
education institute. She was a senior officer of the Office of Dongying
Municipal Committee, Shandong Province, Geology Research
Institute of Shengli Oilfield, Huaren Group of Shenyang Military Area
Command, Chinese Enterprises Daguan Magazine, the Association of
Chinese Enterprises Television Stations, American Pan Asia Investment
Group Corporation and Kashgar project of Tarim OQilfield in Xinjiang.
Ms. Wang has extensive experience in corporate management and
leadership.

Mr. Chan Wai Cheung Admiral, aged 43, was appointed as
independent non-executive Director of the Company in March 2012
and was redesignated as executive Director in November 2013. He
was also appointed as the company secretary of the Company in
November 2016. He holds a Bachelor of Arts (Honours) in Accountancy
from City University of Hong Kong. Mr. Chan is a member of the
Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants. He has
extensive experience in accounting and auditing field. Mr. Chan is a
non-executive director of China Nonferrous Metals Company Limited
(stock code: 8306), which is listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Chan is also an independent non-executive director
of Carnival Group International Holdings Limited (stock code: 996)
and Hanbo Enterprises Holdings Limited (stock code: 1367), both of
which are listed on the Main Board of the Stock Exchange. He was
an independent non-executive director of Jia Meng Holdings Limited
(stock code: 8101), which is listed on the GEM of the Stock Exchange,
from September 2013 to May 2016.

Ms. Jin Yuping, aged 45, graduated from the undergraduate
program in Petroleum Engineering from China University of Petroleum
(Huadong) and holds a Master’s Degree in Oil and Gas Engineering
from China University of Petroleum (Huadong). Ms. Jin has served as
head of oil production team and deputy director of oil production in
Gudong Oil Production Centre of Sinopec Shengli Oilfield during the
period from 2006 to 2012. Currently, Ms. Jin is a Vice President of
Beijing Huaxia Taiyue Energy Investment Company Limited. Ms. Jin has
accumulated over 20 years of working experience in oil production.
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Mr. Lan Yonggiang, aged 49, was appointed as independent non-
executive Director of the Company in July 2014 and was re-designated
as executive Director in December 2014. He holds a Bachelor of Laws
Degree from Lanzhou University. Mr. Lan has extensive experience
in investment, mergers and acquisitions as well as in the business of
public listing laws. Mr. Lan is currently the chairman of Guangdong
Golden Dragon Development Inc. (stock code: 000712), which is
listed on the Shenzhen Stock Exchange. Mr. Lan is also a director of
Shenzhen Kangmei Biotechnology Co., Ltd. (stock code: 835541)
which is quoted on the National Equities Exchange and Quotations
System (the New Third Board); a director of Jinhui Liquor Co., Ltd.
(stock code: 603919) which is listed on the Shanghai Stock Exchange;
and an independent director of Topscore Fashion Shoes Co., Ltd. (stock
code: 603608) which is listed on the Shanghai Stock Exchange. Mr.
Lan was an independent non-executive director of Guangdong Macro
Co., Ltd. (stock code: 00533) which is listed on the Shenzhen Stock
Exchange from August 2010 to October 2015.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lee Hoi Yan, aged 33, was appointed as independent non-
executive Director of the Company in November 2013. He holds
a Bachelor of Commerce from The University of Auckland, New
Zealand. Mr. Lee is a member of the Hong Kong Institute of Certified
Public Accountants. In the past, Mr. Lee has worked in one of the
top-tier international accounting firms. He is currently working in
an investment bank. He has extensive experience in the field of
accounting, auditing and corporate finance and specialised expertise in
mergers and acquisitions and the capital market.

Mr. Wang Jinghua, aged 35, was appointed as independent non-
executive Director of the Company in July 2011. He graduated from
University of Exeter, United Kingdom. He holds two Bachelor of Arts
degrees with major in Internet Computing and Economics & Finance
and a Master of Science degree with International Management.
From 2009, Mr. Wang acted as a General Manager Assistant in China
Western Holdings Co., Ltd. He has most experience in the investment
program and contract in the urban construction project.
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Mr. Fung Nam Shan, aged 40, holds a bachelor's degree in
accounting awarded by the University of Newecastle, Australia. Mr.
Fung is a member of the Hong Kong Institute of Certified Public
Accountants and a CPA member of the Australian Institute of Certified
Public Accountants. Mr. Fung is currently the company secretary and
authorized representative of Seamless Green China (Holdings) Limited
(listed on the Growth Enterprise Market (the “GEM") of the Stock
Exchange (stock code: 8150)), and company secretary and authorized
representative of Sky Forever Supply Chain Management Group Limited
(listed on the GEM of the Stock Exchange (stock code: 8047)). Mr.
Fung served Zhejiang Chang’an Renheng Technology Co., Ltd. (listed
on the GEM of the Stock Exchange (stock code: 8139)) as financial
controller and company secretary from April 2013 to March 2014. Mr.
Fung was employed as financial controller and company secretary of
South China Land Limited (listed on the GEM of the Stock Exchange
(stock code: 8155)) from February 2010 to April 2013. Mr. Fung served
for a reputable property development group as financial controller
from 2009 to 2010. He has worked for PricewaterhouseCoopers as an
audit manager for several years which brought him strong experience
in auditing, accounting and taxation in Hong Kong and the PRC. He
has been one of the marketing committee members of The Hong
Kong Youth Hostels and also a member of its charity walk organising
committee since 2012.
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The Company is committed to maintain a high standard of corporate
governance, holding the beliefs of transparency, honesty and
accountability. The Board of the Company considers that sound
corporate management and governance practices are essential to the
Company'’s healthy growth under all business environments. Therefore,
we continuously review and improve our corporate governance
standards to ensure maximum compliance with the relevant laws and
codes.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the Code on Corporate Governance
Code and Corporate Governance Report (the “CG Code”) set out in
Appendix 14 of the Listing Rules. During the year ended 31 December
2016, in the opinion of the directors, the Company has complied with
all the code provisions set out in the CG Code except for:

(i) A.2.1 of the CG Code, the roles of chairman and chief
executive officer (the "CEO") should be separate and should
not be performed by the same individual. The division of
responsibilities between the chairman and CEO should be
clearly established and set out in writing. Since the positions of
the chairman and CEO are vacated, the Company is still looking
for a suitable candidate to fill the vacancy of chairman and
CEO;

(i) A.4.1 of the CG Code, non-executive directors should be
appointed for a specific term, subject to re-election. For the
year under review, all independent non-executive directors of
the Company (the “Directors”) have not been appointed for a
specific term but they are subject to retirement by rotation at
least once every three years in accordance with the Company's
Articles of Association;

(iii) E.1.2 of the CG Code, the chairman of the Board should
attend the annual general meeting (the “AGM"). However, the
chairman is vacated. One of the executive Directors will attend
the AGM and will be available to answer questions at the AGM;
and

(iv) A.6.7 of the CG Code, independent non-executive directors
should attend general meetings and develop a balanced
understanding of the views of shareholders, Mr. Wang Jinghua
and Mr. Lee Hoi Yan, the independent non-executive Directors,
were unable to attend the AGM of the Company held on 30
June 2016 due to their other prior engagements.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors by Listed Issuers (the “Model Code"”) set out in Appendix
10 of the Listing Rules. The Company has made specific enquiries with
all Director and all of them confirmed that they had complied with
the required standards set out in the Model Code throughout the year
ended 31 December 2016.

BOARD OF DIRECTORS

The Board determines and keeps under review the objectives of the
Group. It makes decisions on overall strategies and actions necessary
for achieving these objectives,
and operating performance, formulates appropriate policies, and

monitors and controls financial

identifies and ensures best practices of corporate governance. The
Board members are fully committed to their roles and have acted in
good faith to maximise the shareholders’ value in the long run, and
have aligned the Group’s goals and directions with the prevailing
economic and market conditions. Daily operations and administration
are delegated to the management. It has given clear directions as
to the powers of management, in particular, with respect to the
circumstances where management should report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.

Board Composition

As at the date of this annual report, the Board comprises seven
including four executive Directors and three independent
non-executive Directors. The Board members during the year and up to
the date of this annual report were:

members,

Executive Directors

Ms. Wang Meiyan

Mr. Chan Wai Cheung Admiral
Ms. Jin Yuping

Mr. Lan Yonggiang

Independent Non-Executive Directors
Mr. Lee Hoi Yan

Mr. Wang Jinghua
Mr. Fung Nam Shan
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Biographical details of the Directors of the Company as at the date of
this annual report are set out in the “Biographical Details of Directors”
section on pages 23 to 25 of this annual report. None of the Directors
has any financial, business, family or other material or relevant
relationships among members of the Board.

The Company has received an annual confirmation of independence
from each of its independent non-executive Directors pursuant to Rule
3.13 of the Listing Rules. Based on the contents of such confirmation,
the Company considers that the three independent non-executive
Directors are independent and that they have met the specific
independence guidelines as set out in Rule 3.13 of the Listing Rules.

Appointment, Re-election and Rotation of
Directors

All Directors were not appointed for any specific terms and they are
subject to re-election by shareholders at AGM and at least once every
three years on a rotation basis in accordance with Article 108 of the
Articles of Association of the Company. A retiring Director shall be
eligible for reelection at AGM and shall continue to act as a Director
throughout the meeting which he retires. Where vacancies arise at
the Board, candidates are proposed and put forward to the Board by
the Nomination Committee as more fully explained below under the
section headed “Nomination Committee”.

Directors’ Training

In compliance with the Code Provision A.6.5 of the CG Code, the
Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge, skills and
understanding of the Group and its business or to update their skills
and knowledge on the latest development or changes in the relevant
regulations, the Listing Rules and corporate governance practices.
The Company will also update the Directors of any material changes
in the rules and regulations from time to time. According to the
confirmations provided by the Directors, all Directors have participated
in the continuous professional developments during the year.
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Board Diversity Policy

On 29 August 2013, the Company adopted the Board diversity policy
(the “Board Diversity Policy”) in accordance with the requirement set
out in the CG Code. The Company recognises that the Board diversity
is an essential element contributing to the sustainable development of
the Company. In designing the Board’s composition, the Board diversity
has been considered from a number of aspects, including but not
limited to the skills, knowledge, gender, age, cultural and educational
background or professional experience. All Board appointments are
based on merits and considered against a variety of objective criteria,
having due regard for the benefits of diversity on the Board.

The nomination committee will review the Board Diversity Policy, as
appropriate, to ensure its continued effectiveness from time to time.

Board Meetings

During the year ended 31 December 2016, 13 Board meetings and one
AGM were held and details of attendance are set out as follows:
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Board meetings AGM
Exgg BRRBFRE
Executive Directors HTES
Ms. Wang Meiyan TR 9/13 0/1
Mr. Chan Wai Cheung Admiral PRIEE LA 13/13 11
Ms. Jin Yuping SEFLL 12/13 0/1
Mr. Lan Yonggiang BEok R A 13/13 0/1
Independent Non-Executive Directors VYHHITES
Mr. Lee Hoi Yan FTHYREE 13/13 0/1
Mr. Wang Jinghua FBELE 13/13 0/1
Mr. Fung Nam Shan RS LS A 13/13 11
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Every Board member has full and timely access to Board papers
and related materials and has unrestricted access to the advice and
services of the company secretary, and has the liberty to seek external
professional advice if so required.

The Company has attached much importance to the risk management
about Directors’ liabilities and has arranged appropriate liability
insurance for Directors and senior management of the Company. The
insurance coverage is reviewed on an annual basis.

REMUNERATION COMMITTEE

The remuneration committee, established in compliance with the CG
Code, currently comprises three independent non-executive Directors
and one executive Director, is responsible for reviewing and evaluating
the remuneration packages of the Directors and senior management of
the Company and making recommendations to the Board from time to
time.

The remuneration committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision B.1.2 of the CG Code.

The terms of reference of the remuneration committee have been
uploaded to the Company's website and its official website for
corporate communications.

During the year ended 31 December 2016, the remuneration
committee held one meeting to review the remuneration package of
the Board members and the senior management. Composition of the
remuneration committee and details of members’ attendance to the
committee are as follows:

BUEEEKEON AL ERESHETS XN
RAEBEER LABERREARNEZERNE
REMREHRZRYE RBEEHERERZRING
BEXER-

ARBFFERHEFET 2B ER YEHM
EERARARREEBERFEE BERR R
aREBESSFias-

ERTAKZFHNEZE S HE
—HRBUHRITEER —RWITES
E%%ﬁ&&ﬁ$ RIEELEREREZ H
FB U TRRESRHEERESZ -

FMZECRARBELEE AT ZTRIEX
B'lZ{'meT L2 522 ok T A o0 8] 1) S 2 B SO B 40
& -

YINZE e o BESED LREARA MU LE
HATBEARSE 2 EA B

HE_Z-—RFT_A=ZFT—RHIEFE FHHE
BEERTT —REF UBRFEFTHERSR
EREHMTB - FNEESZARREZES

RBZHERFRINT

Number of meetings
attended/eligible

to attend
HEEEK
HESERE

Mr. Lee Hoi Yan FY BSEAE
Mr. Wang Jinghua THRELRLE
Mr. Fung Nam Shan S L5 A
Mr. Chan Wai Cheung Admiral PRIEE LA
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NOMINATION COMMITTEE

The nomination committee, established in compliance with the CG
Code, currently comprises three independent non-executive Directors
and one executive Director, is responsible for making recommendations
to the Board on the appointment of Directors and management of the
Board succession.

The nomination committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision A.5.2 of the CG Code.

The terms of reference of the nomination committee have been
uploaded to the Company’'s website and its official website for
corporate communications.

During the year 2016, one meeting of the nomination committee was
held. Details of members’ attendance to the committee are as follows:

REZES

RAAREROEERTURIREEZES BHF
REBR=ZZBIIIFNTESTL —EBHRTES
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ANF REZESBITB-IREFHE K
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Number of meetings
attended/eligible

to attend

HE /&R
HESBAH

Mr. Lee Hoi Yan FYREE
Mr. Wang Jinghua FBESRE
Mr. Fung Nam Shan S L 5 A
Mr. Chan Wai Cheung Admiral BRIEE L E
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AUDIT COMMITTEE

The audit committee of the Company was established with written
terms of reference in compliance with Rule 3.21 of the Listing Rules
and the suggested terms of reference stated under the Code Provision
C.3 of the CG Code. The audit committee currently comprises three
independent non-executive Directors and is chaired by Mr. Lee Hoi
Yan. The audit committee is responsible for review of the Group’'s
accounting principles, practices internal control procedures and
financial reporting matters including the review of the interim and final
results of the Group prior to recommending to the Board for approval.

The terms of reference of the audit committee have been uploaded
to the Company’s website and its official website for corporate
communications.

Four meetings of the audit committee were held during the year to
review and approve the financial statements of the Company for the
year ended 31 December 2015 and for the six months period ended 30
June 2016, to review the effectiveness of the Group's internal control
systems and to discuss matters in relation to continuing connected
transactions. The attendances at these meetings are as follows:

BEREEE

ARAZEZZBEEREBELTMAEI21GER
1 E0A ST A Z ST AR C 3R A 2 32 7 IS
HEMRHEZANBERBEMK L - BZEZES
BB =2BYFATEETER TERFIR
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FNEZZEGERITHAEE UEIARQF
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B AR B NS B IR R R R R R R A R
REHBEE ZEER I HBEEINHOT

Number of meetings
attended/eligible

to attend

HE &R

HESBXH

Mr. Lee Hoi Yan TP B EE 4/4
Mr. Wang Jinghua THRELRLE 4/4
Mr. Fung Nam Shan R L 5T A 4/4
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AUDITOR’S REMUNERATION

The audit committee reviews and monitors the independent auditor's
independence and objectivity and effectiveness of the audit process.
It holds meetings with representatives of the independent auditor to
consider the scope of its audit, approve its fees, and the scope and
appropriateness of non-audit services, if any, to be provided by it. The
audit committee also makes recommendations to the Board on the
appointment and retention of the independent auditor.

During the year, BDO Limited was appointed as the auditor of the
Company and to hold office until the conclusion of the next AGM of
the Company.

The following table sets forth the type of, and estimated fees for, the
principal audit services and non-audit services provided by BDO Limited
to the Group for the year ended 31 December 2016:

BB =

ERZEeRe MEBEB IR 2Bt MR
BREBZEEMERME - ERZERESFREER
MAZBEN R i REB M RFENE I
HBEVZBMRKRBTEHE TEEREE
HWEEEBR URESREZIFEZRSE (W)
ZHEIROHEE BREEGNTAZELER
BUZBMAESSROBEES -

FR BAELERREFAMEBMERITARE
BRARRZZHM YEEEARE T —ER
RBFRGZHERL-

TREINBE-_T—RFT_A=T—HLFE
HEBYERRETMEFAARARRERTA
KB T2 REMRG MBI 2 BE R
WE:

Fees paid/payable

HK$'000

BN/ EREAR

Services rendered Fir 32 3 BR 3% FHET
Audit services 2 EUR 5 1,050
Non-audit services IEZ BUR TS 50
Total HE 1,100

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk management
and internal control systems and reviewing their effectiveness. Such
systems are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

The Board has delegated its responsibilities of (i) reviewing risk
management and internal control to the audit committee; and (ii)
designing, implementing and monitoring of the risk management and
internal control systems to the management. The Group's internal
audit staff is responsible for analysing and appraising the adequacy
and effectiveness of risk management and internal control systems.
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The Board, through the audit committee, has conducted a review
of the effectiveness of the risk management and internal control
systems of the Group for the year ended 31 December 2016, including
financial, operational and compliance controls and risk management
function.

The management shall report to the Board as soon as practicable for
any event which may constitute inside information, and the Board shall
decide to make relevant disclosure in a timely manner, if required.

COMPANY SECRETARY

Mr. Chan Wai Cheung Admiral, the executive Director, was appointed
as the company secretary of the Company in November 2016. Mr.
Chan is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow member of the Association of Chartered
Certified Accountants. He is responsible to the Board for ensuring
the Board procedures and all applicable laws, rules and regulations
are followed. According to the requirements of Rule 3.29 of the
Listing Rules, Mr. Chan had taken no less than 15 hours of relevant

professional training during the year.
SHAREHOLDERS' RIGHT

The rights of shareholders of the Company and the procedures for
them to demand a poll on resolutions at shareholders’ meetings are
contained in the Company's Articles of Association. Details of such
rights to demand a poll and the poll procedures are included in all
circulars to shareholders and will be explained during the proceedings
of meetings. Poll results, if any, will be posted on both the websites
of the Stock Exchange and of the Company on or before the next
business day of the shareholders’ meeting.
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Convening of Extraordinary General Meeting

Pursuant to Article 64 of the Articles of Association of the Company,
an extraordinary general meeting (“EGM") shall be convened on the
written requisition of one or more shareholders of the Company for
the attention of the Board or the company secretary of the Company.

The written requisition shall specify the purpose of requiring the EGM
and signed by the requisitionist(s), provided that such requisitionist(s)
held as at the date of deposit of the written requisition not less than
one tenth of the paid up capital of the Company having the right of
voting at general meetings.

If within 21 days of such deposit the Directors fail to proceed
to convene the EGM, the requisitionist(s) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Directors shall be reimbursed to the
requisitionist(s) by the Company.

Procedures for shareholders to propose a person
for election as a Director

Pursuant to Article 113 of the Articles of Association of the Company,
no person, other than a retiring Director, shall, unless recommended
by the Directors for election, be eligible for election to the office
of Director at any general meeting, unless notice in writing of the
intention to propose that person for election as a Director and notice
in writing by that person of his willingness to be elected shall have
been lodged at the head office or at the registration office at least
seven clear days before the date of the general meeting.

Accordingly, if a shareholder wishes to nominate a person to stand for
election as a Director at the AGM, the following documents must be
validly served at the Company’s head office or the registration office
within the period specified in Article 113 of the Articles of Association
of the Company, namely, (1) his/her notice of intention to propose a
resolution to elect a nominated candidate as a Director at the AGM,;
(2) a notice signed by the nominated candidate of the candidate’s
willingness to be elected; (3) the nominated candidate’s information as
required to be disclosed under rule 13.51(2) of the Listing Rules; and
(4) the nominated candidate’s written consent to the publication of
his/her personal data.
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INVESTOR RELATIONS

The general meetings of the Company provide a platform for
communication between the shareholders of the Company and the
Board. Our Directors are available at the shareholders’ meetings of
the Company to answer questions and provide information which
shareholders may enquire. The Company continues to enhance
communications and relationships with its investors. Enquiries from
investors are dealt with in an informative and timely manner.

Taking advantages of various resources, the Company keeps
communicating with its shareholders regularly and properly to ensure
that shareholders are adequately aware of any important issues during
the course of the Company’s operations, and then exercise their rights
as shareholders with sufficient knowledge. Investors are welcome to
write directly to the Company at its Hong Kong registered office for
any inquiries.

DIRECTORS’ RESPONSIBILITY FOR PREPARING
THE FINANCIAL STATEMENTS

The Board acknowledges that it is responsible for the preparation
of financial statements of the Group and for ensuring that financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. The Board also ensures the timely
publication of financial statements of the Group. The Directors confirm
that, to the best of their knowledge, information and belief, having
made all reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the Company's ability to continue as a going concern.

The statement of the external auditor of the Company, BDO Limited,
about their reporting responsibilities on the financial statements of the
Group is set out in the Independent Auditor’s Report on pages 52 to
58 of this annual report.

VOTING BY POLL
Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders

at a general meeting must be taken by poll. As such, all the resolutions
set out in the notice of the forthcoming AGM will be voted by poll.
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The Directors present their report and the audited financial statements
of the Group for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company is investment holding. Its
principal subsidiaries are engaged in the supply of heat and electricity,
the oil production and the operation of liquid chemical terminal,
storage and logistics facilities. Details of the Company’s principal
subsidiaries as at 31 December 2016 are set out in note 35 to the
financial statements.

Further discussion and analysis of these activities as required by
Schedule 5 to the Hong Kong Companies Ordinance, including a
description of the principal risks and uncertainties facing the Group
and an indication of likely future development in the Group's business,
can be found in the section headed “Management Discussion
and Analysis” set out on pages 4 to 22 of this annual report. This
discussion forms part of this Report of the Directors.

RESULTS AND DIVIDEND

The Group's loss for the year ended 31 December 2016 and the state
of affairs of the Company and the Group at that date are set out in
the financial statements on pages 59 to 180. The Directors do not
recommend the payment of any dividend in respect of the year.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results of
the Group for the last five financial years, and the assets, liabilities and
non-controlling interests of the Group as at each of the reporting date.
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Results ¥E:

Year ended 31 December

BE+-A=+—-HLEFE

2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—E-RE | ZT—HF —T—mFE —T—= —E-CF
FET FHET FAETL FHET FET
Revenue Wz 40,926 87,480 227,923 292,057 307,131
Loss attributable to: FE1G B4

Owners of the Company KABHEE A (189,971)| (492,568) (673,621) (346,802) (332,719)
Non-controlling interests FEIE IR AR R 2 (10,993) (39,408) (86,153) (7,534) (910)
(200,964) | (531,976) (759,774) (354,336) (333,629)

Assets, liabilities and non-controlling interests EE BERIERBRRES

As at 31 December
R+t=A=+-H

2016 2015 2014 2013 2012
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
“E-RE | —T—HF —T-NF —T—=F =—T—-F
FET FAET FAT FET FAET
Non-current assets ERBEE 1,483,549 1,115,057 1,257,568 2,112,535 2,543,343
Current assets RBEE 362,881 395,769 122,577 152,984 174,084
Total assets BEMAE 1,846,430 1,510,826 1,380,145 2,265,519 2,717,427
Current liabilities TEAaE 716,008 500,682 216,374 235,271 193,688
Non-current liabilities ERBEE 665,140 322,933 305,846 443,065 557,655
Total liabilities BERSE 1,381,148 823,615 522,220 678,336 751,343
Net assets EEFE 465,282 687,211 857,925 1,587,183 1,966,084
Non-controlling interests FEE R R R M 115,494 134,411 24,361 111,776 155,780

38 Energy International Investments Holdings Limited / Annual Report 2016



REPORT OF THE DIRECTORS
EEEHRE

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of the
Company and the Group during the year are set out in note 14 to the
financial statements.

SHARE CAPITAL

There were no movements in the Company’s share capital during the
year. Details of the share capital during the year are set out in note 30
to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares on a pro rata basis to existing
shareholders.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company'’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 31(b) to the financial statements
and in the consolidated statement of changes in equity respectively.

DISTRIBUTABLE RESERVES

Under the Companies Law (Revised) of the Cayman Islands, the share
premium account of the Company of approximately HK$2,364 million
as at 31 December 2016, is distributable to the shareholders of the
Company provided that immediately following the date on which
the dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the ordinary course of
business. The share premium account may also be distributed in the
form of fully paid bonus shares.

M- BERRE
ARARKEENE BERRBERFANZED
REBRRSBREM 4 -

IR 2R

FR AR ZBRAN EESH - FRARAZFE
BRI R M FE30 ¢

BrBEER

ARRZ BB AR R ML 2 RUEE
RERSFEENTERREBEBER G
EARBARLOIMRERRZSHEHNR-

BE HEIBEOALQFz2LHE
z

ARRZEEMMBARRAFELEEE W
EXEEARRMEMLETRES -

(R

FR ARARAKEZFHEHFIE D HIEN
MBmEMENORGAETESH K-

o] {5 70 K £ 48

BREFRSHSARE (KER) RARKZ
T—ARF+_A=Z+—BHZRBRHEEEHLA
2,364,000,0007 7T+ Jh Al 5k F A A &) B -
BHEAREREEZSRKEBHE ARFHE
BENENBEESEBBRETIBES ZEE KK
HERIAI B RART DI

HEREBRREERERAT / —T - FFR

39



REPORT OF THE DIRECTORS
EEERE

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the sales to the Group's five largest customers
accounted for approximately 97% of the Group's total sales for the
year and sales to the largest customer included therein amounted to
approximately 46%.

Purchases from the Group’s five largest suppliers accounted for
approximately 68% of the total purchases for the year and purchases
from the largest supplier included therein amounted to approximately
32%.

None of the Directors of the Company, any of their associates or
shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital), had any beneficial
interests in the Group's five largest customers and/or suppliers.

DIRECTORS

The Directors of the Company Board members during the year and up
to the date of this report were:

Executive Directors

Ms. Wang Meiyan

Mr. Chan Wai Cheung Admiral
Ms. Jin Yuping

Mr. Lan Yonggiang

Independent Non-executive Directors

Mr. Lee Hoi Yan
Mr. Wang Jinghua
Mr. Fung Nam Shan

In accordance with Article 108(A) of the Company’s Articles of
Association, Mr. Lan Yonggiang, Mr. Wang Jinghua and Mr. Fung Nam
Shan will retire by rotation at the forthcoming AGM and are eligible to
offer themselves for re-election as Directors. Details of the resolutions
to be proposed at the forthcoming AGM for the re-election of retiring
Directors will be proposed in the Company's circular in relation to
re-election of Directors and notice of AGM.
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BIOGRAPHICAL DETAILS OF DIRECTORS

Biographical details of the Directors are set out on pages 23 to 25 of
the annual report.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming AGM has a
service contract with the Company which is not determinable by the
Company within one year without payment of compensation, other
than statutory compensation.

DIRECTORS’ REMUNERATION

Details of the remuneration of the Directors during the year ended 31
December 2016 are set out in note 13(a) to the financial statements.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision that provides for indemnity against
liability incurred by Directors and officers of the Group is currently in
force and was in force throughout the year.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed elsewhere in this annual report, no Director had
a significant beneficial interest, either directly or indirectly, in any
transactions, arrangements or contracts of significance to the business
of the Group to which the Company or any of its subsidiaries was a
party during the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or were in existence during the year.
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USE OF PROCEEDS

On 18 September 2015, the Company had completed the placing
of convertible bonds under specific mandate (the “CB Placing”). As
disclosed in the circular of the Company dated 28 July 2015 (the
“Circular”), the net proceeds from the CB Placing in the amount
of approximately HK$294.5 million were intended for acquiring or
investing in the potential clean energy project (the “Clean Energy
Project”) as described in the Company’s announcements dated 18 May
2015, 17 September 2015, 2 November 2015 and 24 March 2016 (the
“Clean Energy Project Announcements”), if the Company eventually
proceeds to acquire or invest in the Clean Energy Project. The Circular
further stated that if the CB Placing was completed but the proposed
investment in and/or acquisition of the Clean Energy Project does
not materialise, it was then the Company’s intention to apply the
proceeds from the CB Placing (i) as to approximately HK$140 million
for the reduction of the debt level and gearing of the Group (including
HK$100 million for meeting any repayment demands of the Group's
current liabilities and HK$40 million for meeting any repayment
demands of the Group’s non-current liabilities); (ii) as to HK$70 million
for funding and/or accelerating payment for the ongoing construction
works of the Group's oil business; and (iii) as to approximately
HK$84.5 million for the development of the Group's exploration and
mining business.

As disclosed in the Company’s announcement dated 22 August 2016,
as at 31 December 2015, approximately HK$182.9 million out of
the proceeds from the CB Placing were utilised for the acquisition of
100% interest in Mission Achiever Limited (which in turn owns 51%
interest in Shundong Port) and approximately HK$111.6 million of the
proceeds from the CB Placing remained unused. As at 30 June 2016,
the remaining CB Placing proceeds of approximately HK$111.6 million
were: (i) utilised as to HK$61.4 million for the injection to Shundong
Port by way of further investment; and (ii) unused as to approximately
HK$50.2 million which was reserved for the general working capital of
the Group. During the second half of 2016, the remaining CB Placing
proceeds of approximately HK$50.2 million were utilised as to: (i)
approximately HK$22.6 million for the injection into Shundong Port
by way of further investment; (ii) approximately HK$4.7 million for
settlement of certain payables and finance costs; and (iii) approximately
HK$16.1 million for general corporate expenses (including staff costs
and rental payments).

As at 31 December 2016, approximately HK$6.8 million of the
CB Placing proceeds remained unused, which will be utilised in
accordance with the proposed applications set out in the Company's
announcement dated 22 August 2016.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2016, none of the Directors and chief executive
of the Company had any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO")), which had been notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO, or which were required to be entered in the register
referred to therein pursuant to section 352 of the SFO, or which
were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in Appendix 10 to the Listing
Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year 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
or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS

AND SHORT POSITIONS IN THE SHARES AND

UNDERLYING SHARES OF THE COMPANY

FERRRAQRRMDRAEBRD
ZEBERKRR

As at 31 December 2016, so far as any Directors are aware based on RZZBE—ARF+ZA=+—8 BEAEEHA-
the disclosure of interest notices filings revealed by the Company from BERARRAHCHEBBRE R IRERR A
public records, persons (other than the Directors or chief executives of TALT(BEEHARAREZITHABKRIIN) RAR
the Company) who have interests or short positions in the shares or AIRM B R G R HEEREE S RHEGRAIE

underlying shares of the Company which were required to be disclosed XVERE2 R B35 EBARIA R B KR 2 am oA B
to the Company under Divisions 2 and 3 of Part XV of the SFO or SRR ARRIREES L E GO %33614%
which were required to be recorded in the register of the Company BAFFEZzECMzERZSAR

required to be kept under section 336 of the SFO were as follows:

Interest in shares

Interests in underlying shares

RS REBRG zEE
Approximate
percentage of
issued share
Personal Corporate Personal Corporate Aggregate capital of
Name of Shareholders Interests* Interest* Interests* Interest* interest  the Company Notes
HAAT
BRTRA
BRR#A BARE" AL -3 BARE" AL -3 BER BOEIL Mgt
Giant Crystal Limited ("Giant Crystal”)  $E@&BRAR ([E&]) 584,800,000 - 785,200,000 - 1,370,000,000 44.92% 1,3
Mr. Liu Ran (“Mr. Liu") AMEE (T8%£E]) - 584,800,000 - 785200,000 1,370,000,000 44.92% 1,3
Extra Gain Development Limited Extra Gain Development
("Extra Gain") Limited ([ Extra Gain ) - 584,800,000 - 785200,000 1,370,000,000 44.92% 1,3
Grace Kind Holdings Limited Grace Kind Holdings Limited
(“Grace Kind") ([Grace Kind ) - 584,800,000 - 785,200,000 1,370,000,000 44.92% 1,3
EHEEERLF ("Xindu") ENEEFRAT
([28]) - 584,800,000 - 785,200,000  1,370,000,000 44.92% 1,3
Media Forecast Limited Media Forecast Limited 253,164,557 - - - 253,164,557 8.30% 2
Qin Zhiwen REX - 253,164,557 - - 253,164,557 8.30% 2
Deng Zemin ¥ER - - 240,506,329 - 240,506,329 7.89% -
Wang Jianxin TN - - 202,531,646 - 202,531,646 6.64% -
Wang Donggian Ix%E 40,000,000 - 113,924,051 - 153,924,051 5.05% -
* Beneficial owner * EmEAA
+ Interests of controlled corporation(s) - EESEERE R
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Notes:

Based on the filings under Disclosure of Interest (“DI"”) under Part XV of
the SFO retrieved by the Company from public records, (a) Giant Crystal
regarded itself to be interested in 584.8 million shares (the “Restrained
Shares”) and Convertible Bonds in the principal amount of HK$628.16
million (the "Restrained Bonds”) with right to convert the Convertible
Bonds into a maximum of 785.2 million shares at a conversion price of
HK$0.80 (as adjusted for the Share Consolidation) per share; (b) Giant
Crystal regarded itself to be 62.43% owned by Extra Gain and 37.57%
owned by Xindu; and (c) Extra Gain was reportedly wholly owned by
Grace Kind, which in turn was reportedly the trustee for Liu's Trust, a
discretionary trust for which Mr. Liu was reported as the founder.

The Restrained Bonds were issued by the Company to Giant Crystal
upon completion of the Group's acquisition (“China Era Transaction”)
of the entire equity interest in China International Energy Investments
(Hong Kong) Limited (the “Target Company”) (which in turn holds
the entire issued share capital of China Era Energy Power Investment
Limited) pursuant to the acquisition agreement (the “China Era
Agreement”) between, inter alia, the Company’s wholly-owned
subsidiary, Cheerful Dragon Limited (“CDL", as purchaser) and Greater
Finance Limited (“Greater Finance”, as Vendor) dated 25 September
2009. As a result of the China Era Transaction, the Company has paid
an aggregate consideration of HK$1,500 million (the "Acquisition
Consideration”) comprising, amongst other things, HK$150 million in
cash, shares in the value of HK$246.24 million (the “Consideration
Shares”), promissory notes in the principal amount of HK$50 million
(the “Promissory Notes”) and convertible bonds in principal amount
of HK$1,053.76 million (the “Convertible Bonds"”) carrying conversion
right to convert to shares of the Company, to Giant Crystal (which
was nominated by Greater Finance to be the allottee of the Promissory
Notes, the Consideration Shares and the Convertible Bonds).

—

W
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On 2 July 2015 (Cayman lIslands time), the Company and CDL
commenced legal proceedings (the “Cayman Litigation”) in the Grand
Court of the Cayman Islands (the “Cayman Court”) against various
parties including Greater Finance, Mr. Li Weijun (Greater Finance’s
guarantor under the China Era Agreement) and Giant Crystal (the
allottee of the Promissory Notes, the Consideration Shares and the
Convertible Bonds as nominated by Greater Finance), whereby the
Company sought, inter alia, to rescind the China Era Agreement, to
declare the Promissory Notes and the Convertible Bonds are at all times
null and void and of no legal effect, to declare the Consideration Shares
and any other shares issued upon exercise of the Convertible Bonds be
held on trust for the Company and to reward other remedies including
damages, on the basis that, inter alia, Greater Finance’s warranties
and/or representations given in the China Era Transaction were false
and misleading and the defendants of the Cayman Litigation wrongly
conspired and combined together to defraud the Company and CDL
to pay the consideration under the China Era Transaction. On 13
August 2015, the Cayman Court granted an injection order to restrain
the defendants from the conversion of the Restrained Bonds and the
disposal and exercise of rights and powers of the Restrained Shares,
which was subsequently extended on 7 September 2015.

Up to the date of this report, the Company has not received any DI
filings from any of the related parties to reflect any changes of their
deemed interest in the relevant shares and underlying shares of the
Company in the light of the above developments.

The entire issued share capital of Media Forecast Limited is wholly-
owned by Mr. Qin Zhiwen. Mr. Qin Zhiwen is deemed to be interested in
the shares of the Company held by Media Forecast Limited.

On 8 October 2014, the Company underwent a share consolidation
(the “Share Consolidation”) from ten shares of HK$0.01 each into one
consolidated share of HK$0.10 each. The number of shares as recorded
in the DI filings which were filed before the effective date of Share
Consolidation were adjusted by virtue of the Share Consolidation.
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All the interests stated above represent long positions in the ordinary
shares of the Company. As at 31 December 2016, no short positions
were recorded in the register maintained by the Company under
section 336 of the SFO.

Save as disclosed above, so far as the Directors are aware, no other
person had an interest or short position in the Company's shares or
underlying shares which would fall to be disclosed to the Company
under the provisions of the Divisions 2 and 3 of Part XV of the SFO, or
which was recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at the EGM of the Company
held on 24 June 2013, the Stock Exchange granted 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 purpose of the Share Option Scheme is to provide incentives and
rewards to eligible participants who contribute to the success of the
Group's operations. Eligible participants of the Scheme include the
Company’s Directors, employee, consultant, customer, supplier, agent,
partner or adviser of or contractor to the Group or a company in which
the Group holds an interest or a subsidiary of such company. The Share
Option Scheme was adopted on 24 June 2013 and, unless otherwise
cancelled or amended, will remain in force for 10 years from that
date. The Scheme will expire on 23 June 2023. There was no share
option granted and exercised during the year under review and no
outstanding share option as at 31 December 2016.

EQUITY-LINKED AGREEMENTS

For the year, save for the Share Option Scheme previously mentioned,
the Company has not entered into any equity-linked agreements, and
there did not subsist any equity-linked agreement entered into by the
Company as at 31 December 2016.
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CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

On 27 June 2016, Shanxi Zhong Kai Group Lingshi, a non wholly-
owned subsidiary of the Company, entered into a master agreement
with Shanxi Zhongkai Industry Group Company Limited (“Zhongkai
Group”), whereby Shanxi Zhong Kai Group Lingshi will supply and
Zhongkai Group and its subsidiaries will purchase such amount of
electricity generated by Shanxi Zhong Kai Group Lingshi for a term of
approximately 12 months, expiring on 31 December 2016. Details of
the continuing connected transactions are as stated in the Company's
announcement dated 27 June 2016.

During the year, details of transaction with subsidiaries of Zhongkai
Group, which constituted continuing connected transactions under the
Listing Rules, are as follows:

BAERFERERS

RIZB—RFRNAZTER ARBZIHEZEWNSB
RELAETIEEEL R LAFTIEXERRR
REN([HEXEE]FTZ—H@HH &t
AT EREEASHEM P EXEE R EKN
BRARSEBELUATINEEEARAEECGHE
EZEN ZHEMROBT_EA RZFT—RX
Ft-A=Z+—RAH-BHEREXFHZFER
RARREHAE T -—RFRAA-ZTLRZAM
7] o

RAFE BhyBEXEBEZHBARRS (K
B EFTRNEBT 2 HEEERS)FBOT:

Amount

HK$'000

&8

Nature of transaction XEME FHET
Sale of electricity by the Group REBHEES 7,581

Zhongkai Group, as a non-controlling shareholder of Shanxi Zhong Kai
Group Lingshi, is a connected person under the Listing Rules.

Save as disclosed therein, there were no transactions required to
be disclosed as connected transactions in accordance with the
requirements of the Listing Rules.

The continuing connected transactions have been subject to annual
review by the independent non-executive Directors of the Company
pursuant to Rule 14A.55 of the Listing Rules and confirmation of the
auditor of the Company pursuant to Rule 14A.56 of the Listing Rules.

In respect of the financial year ended 31 December 2016, the
independent non-executive Directors of the Company have concluded
that the continuing connected transactions have been entered into:

o in the ordinary and usual course of business of the Company;

. either on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Company
than terms available to or from (as appropriate) independent
third parties; and
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o in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
Company and the shareholders as a whole.

The Board has engaged the auditor of the Company to perform
certain agreed-upon procedures on the aforesaid continuing connected
transaction. Based on the work performed, the auditor has issued a
confirmation letter to the Board in accordance with Rule 14A.56 of the
Listing Rules. A copy of this confirmation letter has been provided by
the Company to the Stock Exchange.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the year and up to the date of this report, no Directors are
considered to have an interest in a business which competes or is
likely to compete, either directly or indirectly, with the business of the
Group, as defined by the Listing Rules, other than those businesses of
which the Directors have been appointed as Directors to represent the
interests of the Company and/or the Group.

ENVIRONMENTAL, SOCIAL AND CORPORATE
GOVERNANCE

The Group is committed to contributing to the sustainability of the
environment and maintaining a high standard of corporate social
governance essential for creating a framework for motivating staff, and
contributes to the community in which we conduct our businesses and
creating a sustainable return to the Group.

Particulars of the Company’s corporate governance practices are set
out in the Corporate Governance Report on page 26 of this annual
report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company maintained the amount of public float as required under the
Listing Rules during the year ended 31 December 2016.

. REAER S ZHEABRRA
BARFRRREREME 21ﬂJﬁ°

EXECREARARAUMN LABERERS
MITETRERF - BRI ZTE  ZHEE
RIELETRAUFEV4ASEMNEFSHABRRE -
ZHEREE AT B AR RHRM T B AT -

EERBEEB RS

FAREBEEAREAH MEEERELAREAR
SEEGERIFRBR BRI RAEBRBEF 2
XN AREE (FRBFZERR LHRAD
HEEEZTHEBEURRARA L AL
Bz S RIFAERIN

BE dHEegREXER

REBBOARENTHEEH —5H WHHF
BKEMTEMSER EHEEHEETINR
BRAEE MAMNCEEFRGEELS
BAREEAE AR R -

ARBZERERAFRFBRANAFRE26H 2
EEERMET -

EHARERE

REARAARGZAREMERESFAN &
ERRBBE_T-RFT_A=+—RHILFE"
RARMER EMRAMREZ RHRRFHRE -

HERERREERERAT /| —T - FFR

49



REPORT OF THE DIRECTORS
EEERE

LITIGATIONS

Details of the litigations of the Group are set out in note 44 to the
financial statements.

EVENTS AFTER THE REPORTING DATE

Details of the events after the reporting date are set out in note 45 to
the financial statements.

RELATIONSHIP WITH STAKEHOLDERS

The Group is committed to operate in a sustainable manner while
balancing the interests of its various stakeholders including customers,
suppliers and employees. Through regular stakeholder engagement
via different channels, the stakeholders are encouraged to give their
opinions regarding the environmental, social and governance policies
of the Group.

This includes providing quality services to customers, developing
effective and mutual beneficial working relationships with its suppliers,
and offering competitive remuneration package with safety working
environments to employees.

The details of environmental, social and governance policies
and performance of the Group will be disclosed in a standalone
Environmental, Social and Governance Report, which will be issued in
or before July 2017.

AUDIT COMMITTEE

The audit committee of the Company has reviewed with management
the accounting principles and practices adopted by the Group, and
discussed internal controls and financial reporting matters including
a review of the audited financial statements of the Company for the
year ended 31 December 2016. The audit committee comprises three
independent non-executive Directors of the Company.
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AUDITOR Z 2 e

The financial statements for the year ended 31 December 2016 were HE_Z-—RNFT+_A=Z+—RIEFEZHBR
audited by BDO Limited ("BDO"). BDO retired and, being eligible, offer RHBBUGERSTMEEMERAR ([HE

themselves for reappointment. A resolution will be proposed at the VEERRDEZ - BAUEERBRE LTS
forthcoming annual general meeting of the Company to re-appoint ERBEREEREFT ARAEREBRITZR
BDO as auditor of the Company. RBEFAELRE-BRAZE UENZEEE

MERERARE ZZEED -

On behalf of the Board REES=Z

Mr. Chan Wai Cheung Admiral REELE

Executive Director HITESE

Hong Kong, 27 March 2017 BE ZET—tF=-A=+tH
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IBDO

TEF : +852 2218 8288
5K : +852 2815 2239

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25™ Floor Wing On Centre
111 Connaught Road Central

Hong Kong
BETHEPI1E
k&HI2518

www.bdo.com.hk

To the shareholders of
Energy International Investments Holdings Limited
(incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of
Energy International Investments Holdings Limited (the “Company”)
and its subsidiaries (together the “Group”) set out on pages 59 to
180, which comprise the consolidated statement of financial position
as at 31 December 2016, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

We do not express an opinion on the consolidated financial statements
of the Group for the year ended 31 December 2016. Because of the
significance of the matters described in the “Basis for Disclaimer of
Opinion” section of our report, we have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements and whether
the consolidated financial statements have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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INDEPENDENT AUDITOR’S REPORT
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BASIS FOR DISCLAIMER OF OPINION

1.

Scope limitation - property, plant and equipment,
intangible assets and deferred tax assets and liabilities

As set out in notes 14, 17 and 29 to the consolidated financial
statements, included in the consolidated statement of financial
position as at 31 December 2016 are property, plant and
equipment (the “PPE”), intangible assets (the “Intangible
Assets”) and net deferred tax liabilities with carrying amounts
of HK$25,696,000, HK$389,084,000 and HK$47,497,000
respectively (2015: HK$46,167,000, HK$557,821,000 and
HK$83,358,000 respectively). The PPE and the Intangible Assets
are collectively referred to as the “Qil Production Assets” in
this report. The Oil Production Assets relate to the operation of
oil production business, pursuant to the oil production sharing
contract (the “Songliao Contract”) entered into with a state-
owned enterprise engaged in oil exploration industry (the
"State-owned Enterprise”) to develop and produce crude oil in
Liangjing Block on Songliao Basin in Jilin, the People’s Republic
of China (the “PRC"), details of which are set out in note 33
to the consolidated financial statements. The Songliao Contract
was firstly entered into between the State-owned Enterprise
and a company wholly owned by an individual (“"Mr. A")
and the Group subsequently acquired the Songliao Contract
through the acquisition of the company firstly entering into the
Songliao Contract in 2010.

As further disclosed in note 17, as at 31 December 2015 and
31 December 2016, the directors of the Company estimated
the recoverable amount of the cash-generating unit to which
the Oil Production Assets belong (the “Oil Production CGU").
As the carrying amounts of the Oil Production CGU exceeded
its recoverable amount, impairment losses of HK$166,938,000
and HK$11,024,000 were recognised for the year ended
31 December 2016 on the Intangible Assets and the PPE
respectively (2015: HK$408,954,000 and HK$33,843,000
respectively) (“Impairment”). In estimating the recoverable
amounts in both years, the directors of the Company have
assumed that the Songliao Contract will remain valid and the
Group’s oil production business will continue in operation
throughout the Songliao Contract period.
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As explained in note 3(a)(i) to the consolidated financial
statements, in 2015, the directors of the Company found that
Mr. A, the sole shareholder of the company firstly entering
into the Songliao Contract at the relevant time, was formally
charged by prosecution authorities in the PRC for illegal crime
(the "Charge”), possibly involving allegations about improper
conduct in obtaining the Songliao Contract. In the preparation
of the consolidated financial statements for the years ended
31 December 2015 and 31 December 2016, the directors
of the Company have obtained the legal opinions in respect
of the Charge which states that there is no adjudication in
respect of the Charge and it is not possible to estimate the
outcome. The legal opinion also states that if Mr. A is found
guilty for his suspected improper conduct in obtaining the
Songliao Contract, this might render the Songliao Contract to
become voidable and the State-owned Enterprise would be
entitled to claim all economic benefits passed to the Group
previously under the Songliao Contract from the Group. As a
result, the Group may not be able to exercise its right under
the Songliao Contract and its Intangible Assets and PPE may
be derecognised. In addition, corresponding adjustment may
also be required to adjust the related net deferred tax liabilities
accordingly.

However, as at the date of this report, there is no adjudication
in respect of the Charge and the legal opinion obtained by
the Company does not indicate the estimated outcome of
the Charge. As a result, we were unable to obtain sufficient
appropriate audit evidence concerning (i) the validity of the
Songliao Contract and therefore the ownership of the Oil
Production Assets; (ii) whether the amount of Impairment was
appropriately recognised; and (iii) whether any liabilities shall be
recognised in the consolidated financial statements in respect
of any claims to be initiated by the State-owned Enterprise. Any
adjustments that might have been found to be necessary in
respect of the above would have a consequential effect on the
consolidated statement of financial position as at 31 December
2016, the consolidated income statement for the year then
ended and the related elements making up the consolidated
statement of changes in equity and the consolidated statement
of cash flows. Because of the matters described above,
together with the matter described in point 2 below, in relation
to our audit of the consolidated financnial statements for the
year ended 31 December 2015, we did not express an opinion
thereon.
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Uncertainties relating to going concern

(i) The Group incurred a loss of HK$200,964,000 (2015:
HK$531,976,000) for the year ended 31 December 2016; (ii)
as at 31 December 2016, the Group had net current liabilities
of HK$353,127,000 (2015: HK$104,913,000); (iii) as at 31
December 2016, included in current liabilities was the total
outstanding construction costs of HK$420,716,000 (2015:
HK$345,172,000), that are required to repay within one year
after the reporting date, in which amounts of HK$319,177,000
(2015: HK$315,200,000) and HK$101,539,000 (2015:
HK$29,972,000) are recognised under other payables and
other borrowings respectively and the capital commitment
for construction cost was HK$154,466,000 (2015:
HK$587,704,000); and (iv) as at 31 December 2016, included
in current liabilities was bank loan of HK$49,370,000 (2015:
HK$41,300,000) that was overdue for repayments. These
conditions, in the current year and in 2015, indicate the
existence of a material uncertainty that may cast significant
doubt about the Group’s ability to continue as a going concern.

Notwithstanding the foregoing, the directors of the Company
have prepared the consolidated financial statements on a going
concern basis, the appropriateness of which depends upon
the outcome of the underlying assumptions as detailed in note
3(a)(ii) to the consolidated financial statements which include:
(i) the Songliao Contract continues to be valid and the Group
continues its oil production business, which is the basis on
which the directors prepared the cash flow forecast for the next
twelve months after 31 December 2016; and (ii) the Group will
settle the outstanding construction cost of HK$180,155,000.
For the remaining balances of total construction costs, based
on the good relationship with the contractors, the contractors
will extend the repayment dates over twelve months after 31
December 2016.
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However, if Mr. A is found gquilty for his improper conduct
in obtaining the Songliao Contract as mentioned in point 1
above, (i) the Songliao Contract may become invalid; (ii) the
Group may not be able to carry out the business relating to
oil production as stipulated under the Songliao Contract; and/
or (iii) the State-owned Enterprise may be eligible to claim
compensation for the economic benefits passed to the Group
during the period of the Songliao Contract from the Group. As
stated in the last paragraph of point 1 above, we are unable
to obtain sufficient appropriate audit evidence concerning the
validity of the Songliao Contract.

In respect of the Group's settlement of the outstanding
construction cost, up to the date of approval of these
consolidated financial statements, the Group has not obtained
any written confirmations on the delayed payment date from
the contractors. There were no alternative audit procedures that
we can perform to obtain relevant audit evidence to assess the
likelihood that these contractors would extend the repayment
dates over twelve months after 31 December 2016.

Accordingly, we were unable to satisfy ourselves that whether
it is appropriate to prepare the consolidated financial
statements for the year ended 31 December 2016 on a going
concern basis. Should the going concern basis be considered
inappropriate, adjustments would have to be made to write
down the carrying amounts of the Group's assets to their
estimated realisable values, 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.

The directors of the Company also have prepared the
consolidated financial statements for the year ended
31 December 2015 (the “2015 Consolidated Financial
Statements”) on a going concern basis with underlying
assumptions similar to those adopted in 2016 as stated above.
In our audit of the 2015 Consolidated Financial Statements,
we were also unable to obtain sufficient appropriate audit
evidence concerning the validity of the Songliao Contract and
the viability of other assumptions. Together with the matter
detailed in point 1 above, we did not express an opinion on
the consolidated financial statements for the year ended 31
December 2015.
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DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA™) and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The directors are also responsible for overseeing the Group's financial
reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards on
Auditing issued by the HKICPA and to issue an auditor’s report. This
report is made solely to you, as a body, in accordance with the terms
of our engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

However, because of the matters described in the “Basis for Disclaimer
of Opinion” section of our report, we are not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on
these consolidated financial statements.
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We are independent of the Group in accordance with the HKICPA's BIBBESSMASH (BESTMEETR)

“Code of Ethics for Professional Accountants” (the “Code”), and we (I=FA1D) - &MBLR BEE WEETTAH
have fulfilled our other ethical responsibilities in accordance with the PR EMBEEEE-

Code.

BDO Limited ERVEEREMAMEEMERAA

Certified Public Accountants HESI AN

Au Yiu Kwan =83

Practising Certificate Number P05018 HEFEERITPOS018

Hong Kong, 27 March 2017 B —T—+tF=A=++H
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CONSOLIDATED INCOME STATEMENT
mERBER

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

2016 2015
Notes HK$'000 HK$’000
—E-XF —T—hF
B 5 F&T FET
Revenue Wz 5 40,926 87,480
Cost of sales HERA (61,957) (131,917)
Gross loss Ei8 (21,031) (44,437)
Other income Hab g A 5 3,015 1,229
Reversal of impairment loss on W BB kB2 R EEE
property, plant and equipement (8l 14 15,349 -
Reversal of impairment loss on AN LA ERIE 2 REEE
prepaid land lease payments & [El 15 2,179 -
Gain from bargain purchase =EBRBEZWH 37 - 24,193
Selling and distribution expenses HERDHAX (2,120) (3,866)
Administrative expenses TR (52,456) (42,495)
Other operating expenses, net HAp L e S F 58 (15,286) (52,229)
Impairment loss on property, ME - BREREERBEEE
plant and equipment 14 (11,024) (82,461)
Impairment loss on prepaid land AR LA ERIE 2 BAERE
lease payments 15 - (6,106)
Impairment loss on intangible assets BEEEZRERBIE 17 (166,938) (408,954)
Finance costs B 7 B AR 7 = (20,049)
Loss before income tax BTSRRI E 18 8 (248,312) (635,175)
Income tax credit FiSHiiER 9 47,348 103,199
Loss for the year REEEE (200,964) (531,976)
Loss for the year attributable to: EBEAFEREE:
Owners of the Company ZIN/NETE F SN (189,971) (492,568)
Non-controlling interests FE PR AR R A & (10,993) (39,408)
(200,964) (531,976)
Loss per share for loss attributable KATEBEAEEERAZ
to the owners of the Company BREE 11
— Basic and diluted —EARRE#E (HK cents 5.0/ 1li) | (HK cents 15.4/&1ll)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SEEZEBAR

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

2016 2015
HK$'000 HK$'000
ZE-XF —T-hF
FExT FAT
Loss for the year REEEE (200,964) (531,976)
Other comprehensive income Hitp2EKA
Items that may be reclassified subsequently HEAREEF 7 EZ
to profit or loss: BwmZHEHE
Exchange losses on translation of financial REGINEBT B REKZ
statements of foreign operations PE W 518 (20,965) (7,273)
Other comprehensive income for the year AEEHMEEBA (20,965) (7,273)
Total comprehensive income for the year AKEEEHKRALLE (221,929) (539,249)
Total comprehensive income attributable to: EEEEBAEE:
— Owners of the Company —ARRAREEE A (203,012) (495,532)
— Non-controlling interests — IR I R = (18,917) (43,717)
(221,929) (539,249)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEMBRRE

As at 31 December 2016 R —Z—XFE+-A=+—H

2016 2015
Notes HK$'000 HK$'000
—E—-RE —E—RF
B 5 F&T FAT
ASSETS AND LIABILITIES EEREHE
Non-current assets RBEE
Property, plant and equipment M- BREREE 14 919,260 383,943
Prepaid land lease payments TEft LR EFA 15 4,453 3,132
Sea area use rights VB 13 {5 R A 16 103,987 114,222
Intangible assets BVEE 17 389,084 557,821
Deposits and other receivables & & & H th 8 BRIE 19 17,041 -
Deferred tax assets REFLIAE E 29 49,724 55,939
1,483,549 1,115,057
Current assets REEE
Inventories — raw materials FE—RME 1,993 925
Trade and bills receivables FEWE ZRBERER 18 28,704 34,085
Prepayments, deposits and ERHRE ek
other receivables H b B W FRIE 19 78,763 97,659
Financial assets at fair value through BAFEFABRZ
profit or loss WBEE 20 14,607 24,818
Pledged bank deposits BEMIRITER 21 42,921 22
Cash and bank balances Re RBITET 21 195,893 238,260
362,881 395,769
Current liabilities REEE
Trade payables R E S R1A 22 10,467 11,172
Bills and other payables and accruals FEAT R4 - B Ath FE R K
JE 5t IR 23 448,709 383,829
Amounts due to non-controlling FE A 45 AR AR R SR8
shareholders 24 22,032 20,932
Bank borrowings RITHER 25 49,370 41,300
Other borrowings HE AR 26 127,774 29,972
Finance lease liabilities MEHEAE 27 37,960 -
Convertible bonds AR B 28 10,232 3,337
Tax payables FERT B IR 9,464 10,140
716,008 500,682
Net current liabilities RBEEEE (353,127) (104,913)
Total assets less current liabilities EERERRBERE 1,130,422 1,010,144
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEFBRRR

As at 31 December 2016 R =T —<&FE+-A=+—H

2016 2015
Notes HK$'000 HK$'000
—E-AF —T-RF
B 5 FHET FET
Non-current liabilities FnRBEME
Other payables H A BT 5RIR 23 39,533 -
Amounts due to non-controlling JE A FE 15 AR IR R SR8
shareholders 24 78,039 -
Bank borrowings RITEK 25 165,257 -
Other borrowings H g3 26 12,516 12,533
Finance lease liabilities MmEHEAE 27 94,040 -
Convertible bonds AR E 5 28 155,244 138,113
Deferred tax liabilities BIERIEE G 29 120,511 172,287
665,140 322,933
Net assets EEFE 465,282 687,211
EQUITY g
Equity attributable to the owners of ZAQFEE AEGES
the Company
Share capital A& 2 30 304,970 304,970
Reserves G 31 44,818 247,830
349,788 552,800
Non-controlling interests FERBRRERS 115,494 134,411
Total equity HER 465,282 687,211

Lan Yongqgiang
B KR
Director

BF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RERZBEBR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

Equity attributable to the owners of the Company

KAREEAREER
*Convertible
bond Non-
Share *Share *Capital ~ *Exchange equity *Accumulated controlling Total
capital premium reserve reserve reserve losses Total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTRRES FER
RE  RGEE  ERRE CERRE BifiE EHEB @t BREER BER
FiEn TiEn TiEn TR Fi#n TR Ti#n TiEn Ti#n
At 1 January 2015 RZE-1%-A—-8 198,408 2,310,017 177,027 21,075 408,405 (2,281,368) 833,564 24,361 857,925
Acquisition of subsidiaries (note 37)  WEMBAR (H537) - - - - - - - 153,767 153,767
Issue of shares upon placing RERRTRA (KFE300))

(note 30(i)) 36,942 16,624 - - - - 53,566 - 53,566
Share issue expenses RipBEIEY - (1,066) - - - - (1,066) - (1,066)
Issue of convertible bonds (note 28) BT R EH (Hi28) - - - - 85,742 - 85,742 - 85,742
Issue of shares upon conversion of 3 A ATAREHEETRA

convertible bonds (note 28) (Fi3£28) 69,620 38,345 - - (31,439) - 76,526 - 76,526
Transactions with owners BEEAZRS 106,562 53,903 - - 54,303 - 214,768 153,767 368,535
Loss for the year rEEEE - - - - - (492,568)  (492,568) (39,408)  (531,976)
Other comprehensive income Hit2EKA
Exchange losses on translation of BERNEBHBREL

financial statements of foreign ERER

operations - - - (2,964) - - (2,964) (4,309) (7,273)
Total comprehensive income rEE2ERABE

for the year B . - (2,964) - (492,568) (495,532) (43,717) (539,249)
At 31 December 2015 R=B-EE+-A=1-8 304,970 2,363,920 177,027 18,111 462,708 (2,773,936) 552,800 134,411 687,211
At 1 January 2016 RZZ-~"%-A-8 304,970 2,363,920 177,027 18,111 462,708 (2,773,936) 552,800 134,411 687,211
Loss for the year REEEE - - - - - (189.971)  (189971)  (10,993)  (200,964)
Other comprehensive income Atb2ERA
Exchange losses on translation of BREBNEBRBRRLZ

financial statements of foreign EXER

operations - - - (13,041) - - (13,041) (7,924) (20,965)
Total comprehensive income AEERARALE

for the year - - - (13,041) - (189,971) (203,012) (18,917) (221,929)
At 31 December 2016 R-B-XETZAZt-B 304970 236390 177,007 5070 462,708 (2963907) 349788 115494 465282
* The total of these reserve accounts comprise the consolidated reserves * ZEFHBRE B BEGE 144,818,000

of HK$44,818,000 (2015: HK$247,830,000).

7T (ZZE—FR4E 247,830,000 1) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERTRER

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE
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2016 2015
Notes HK$'000 HK$'000
—E-AF —T-RF
Bt & FExT FET
Cash flows from operating activities KEEEESHE
Loss before income tax B P15 4% Al 5 18 (248,312) (635,175)
Adjustments for: BTHIE R B A
Depreciation e 8 14,726 43,220
Amortisation of prepaid land T 1+ b 30 & SR IE 8
lease payments 8 646 679
Amortisation of intangible assets B EEHH 8 1,463 4,392
Amortisation of sea area use rights Ve I3 {5 R A 4R 8 2,446 -
Impairment loss on property, M BEREE
plant and equipment A E R 14 11,024 82,461
Impairment loss on prepaid land TEfT LA E IR
lease payments BEEE 15 - 6,106
Impairment loss on intangible assets B EERBEESE 17 166,938 408,954
Reversal of impairment loss on property,  #1% &= &R & 2
plant and equipment R 5 8 #E (B 14 (15,349) -
Reversal of impairment loss on prepaid AL EREZ
land lease payments B 5 18 [ 15 (2,179) -
Loss on disposals of property, LEWE HER&EEE
plant and equipment 8 28 494
Fair value loss on financial assets BATEFAEBRZ
at fair value through profit or loss M EEZ A TEER 8 10,560 126
Gain from bargain purchase wEBE W& 37 - (24,193)
Interest income FEHA (244) (24)
Interest expenses B - 20,049
Operating loss before working LEESEHA
capital changes K EE (58,253) (92,911)
(Increase)/Decrease in inventories FEZ (Em),/md (1,131) 1,925
Decrease in trade and bills receivables JEWE SR REHE 2 F D 3,070 710
Decrease/(Increase) in prepayments, TEFRIE - k& K E b FEUR
deposits and other receivables IR () 7,716 (77,447)
Payments to acquire financial assets at BRERATFEFABERZ
fair value through profit or loss M EEZNR (349) (24,944)
Decrease in trade payables ERE ZRIB 2R (42) (5,869)
Increase in bills and other payables and ~ JEfT 2% - H b fE () 5008
accruals LA K2 FE 5T 5K I8 2 38 AN 130,007 11,178
Cash generated from/(used in) operations &EEL " (FTH) 2 HE2 81,018 (187,358)
Interest paid EARHE (2,928) (6)
Income tax (paid)/refunded (B, EEmER (676) 1,704
Net cash generated AERFEEL(FTH)Z
from/(used in) operating activities B FEE 77,414 (185,660)




CONSOLIDATED STATEMENT OF CASH FLOWS

GERETRER

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

2016 2015
Notes HK$'000 HK$'000
—E—-RE —E—RF
B 5 F#&xT FET

Cash flows from investing activities RETHRERE
Purchases of property, BEWME KELEHE

plant and equipment (557,472) (59)
Proceeds on disposals of property, LEWME BER&EZ

plant and equipment Fr 1S 30 H 362 -
Net cash inflow arising on acquisition of WK B Q72

subsidiaries ReMAFRE - 327
(Increase)/Decrease in pledged bank EEFRITHER

deposits (), wd (42,899) 932
Increase in short-term deposits with an [RGB HAEAPR BB A =18 A /Y

original maturity of more than 3 months %2 B 7% 3% 1 (5,500) -
Interest received 2 U F B 244 24
Net cash (used in)/generated from REZTE (FTH) ELZ

investing activities B FEE (605,265) 1,224
Cash flows from financing activities BEEZHESHE
New bank borrowings FTRATIER 168,796 -
New non-controlling shareholders’ loans ¥ 3F 1% I A% B2 & 5% 77,648 -
New other borrowings 738 E b 5 3R 103,191 231
New finance leases SEEEE 132,000 -
Issue of new shares BTG - 52,500
Proceed from issue of convertible bonds 377 A[ (& 4 2 Fr 18 218 — 294,450
Net cash generated from BEZEELTHLFR

financing activities 481,635 347,181
Net (decrease)/increase in cash and ReRhELEEEAZ

cash equivalents CRA) /#mEE (46,216) 162,745
Cash and cash equivalents R—B—BzEER

at 1 January HEeEEEHR 238,260 76,043
Effect on foreign exchange rate changes [ & &)~ 2/ 2 (1,651) (528)
Cash and cash equivalents RtT+tZA=+—HZRERE

at 31 December $EEEH 21 190,393 238,260
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE T — A F+_A=+—HILFE

GENERAL INFORMATION

Energy International Investments Holdings Limited (the
“Company”) is a limited liability company incorporated and
domiciled in the Cayman Islands. Registered office of the
Company is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands and its principal
place of business is Unit 1508, 15th Floor, The Center, 99
Queen’s Road Central, Hong Kong. The Company’s shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

During the year, the principal activities of the Company and its
subsidiaries (together referred to as the “Group”) include:

- the supply of electricity and heat representing the
business of generation and supplying of electricity and
heat;

- the oil production representing the business of oil
production; and

- the oil and liquefied chemical terminal representing
the business of operation of liquid chemical terminal,
storage and logistics facilities. The construction of these
facilities is expected to complete in 2017.

The principal activities and other particulars of its subsidiaries
are set out in note 35. There were no significant changes in the
Group's operations during the year.

The financial statements on pages 59 to 180 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants. The financial
statements also include the applicable disclosure requirements
of the Hong Kong Companies Ordinance and the Rules
Governing the Listing of Securities on the Stock Exchange.

The financial statements are presented in Hong Kong
dollars (“HK$"), which is also the functional currency of the
Company and all values are rounded to the nearest thousand
("HK$'000") unless otherwise stated.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

2. ADOPTION OF NEW/REVISED HKFRSs

(a)

(b)

Adoption of new/revised HKFRSs -
effective on 1 January 2016

Amendments to Clarification of Acceptable Methods

HKAS 16 and of Depreciation and Amortisation
HKAS 38

Amendments to Equity Method in Separate Financial
HKAS 27 Statements

Amendments to Investment Entities: Applying the
HKFRS 10, Consolidation Exception
HKFRS 12 and
HKAS 28

The adoption of these amendments has no material
impact on the financial statements.

New/revised HKFRSs that have been
issued but are not yet effective

At the date of authorisation of these financial
statements, certain new/revised HKFRSs have been
published but are not yet effective, and have not been
adopted early by the Group.

The directors of the Company anticipate that all of
the pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after
the effective date of the pronouncement. Information
on new/revised HKFRSs that are expected to have a
material impact on the Group’s accounting policies is
provided below. The Group is not yet in a position to
state whether these new/revised HKFRSs will result in
substantial changes to the Group’s accounting policies
and financial statements.

2. IREVER]RIETEEBIBR

4%

(a)

(b)
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE —Z— A "F+_A=1+—HBILFE

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs that have been
issued but are not yet effective
(Continued)

Amendments to HKAS 7 — Disclosure Initiative

This standard is effective for accounting periods
beginning on or after 1 January 2017. The amendments
introduce an additional disclosure that will enable users
of financial statements to evaluate changes in liabilities
arising from financing activities.

Amendments to HKAS 12 — Recognition of Deferred
Tax Assets for Unrealised Losses

This standard is effective for accounting periods
beginning on or after 1 January 2017. The amendments
relate to the recognition of deferred tax assets and
clarify some of the necessary considerations, including
how to account for deferred tax assets related to debt
instruments measured of fair value.

Amendments to HKFRS 2 — Classification and
Measurement of Share-based Payment Transactions

This standard is effective for accounting periods
beginning on or after 1 January 2018. The amendments
provide requirements on the accounting for the
effects of vesting and non-vesting conditions on the
measurement of cash-settled share-based payments;
share-based payment transactions with a net settlement
feature for withholding tax obligations; and a
modification to the terms and conditions of a share-
based payment that changes the classification of the
transaction from cash-settled to equity-settled.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2016 HEZE =T — R "F+_A=1T—RHILFE

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs that have been
issued but are not yet effective
(Continued)

HKFRS 9 - Financial Instruments

This standard is effective for accounting periods
beginning on or after 1 January 2018. HKFRS 9
introduces new requirements for the classification and
measurement of financial assets. Debt instruments that
are held within a business model whose objective is to
hold assets in order to collect contractual cash flows
(the business model test) and that have contractual
terms that give rise to cash flows that are solely
payments of principal and interest on the principal
amount outstanding (the contractual cash flow
characteristics test) are generally measured at amortised
cost. Debt instruments that meet the contractual cash
flow characteristics test are measured at fair value
through other comprehensive income if the objective of
the entity’s business model is both to hold and collect
the contractual cash flows and to sell the financial
assets. Entities may make an irrevocable election at
initial recognition to measure equity instruments that
are not held for trading at fair value through other
comprehensive income. All other debt and equity
instruments are measured at fair value through profit or
loss.

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at fair
value through profit or loss replacing the incurred loss
model in HKAS 39 and new general hedge accounting
requirements to allow entities to better reflect their risk
management activities in financial statements.

RANETR] RIEET BRI B R

SR (&)

(b)
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE —Z— A "F+_A=1+—HBILFE

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs that have been
issued but are not yet effective
(Continued)

HKFRS 9 - Financial Instruments (Continued)

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at fair value through profit or loss, where the amount
of change in fair value attributable to change in credit
risk of the liability is recognised in other comprehensive
income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 retains the
requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.

HKFRS 15 — Revenue from Contracts with
Customers

This standard is effective for accounting periods
beginning on or after 1 January 2018. The new standard
establishes a single revenue recognition framework.
The core principle of the framework is that an entity
should recognise revenue to depict the transfer of
promised goods or services to customers in an amount
that reflects the consideration to which the entity
expects to be entitled in exchange for those goods
and services. HKFRS 15 supersedes existing revenue
recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and related interpretations.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2016 H{EZ =T — A AF+-_A=+—HILFE

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs that have been
issued but are not yet effective
(Continued)

HKFRS 15 — Revenue from Contracts with
Customers (Continued)

HKFRS 15 requires the application of a 5-step approach
to revenue recognition:

- Step 1: Identify the contract(s) with a customer

- Step 2: Identify the performance obligations in
the contract

- Step 3: Determine the transaction price

- Step 4: Allocate the transaction price to each
performance obligation

- Step 5: Recognise revenue when each
performance obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

Amendments to HKFRS 15 — Revenue from
Contracts with Customers (Clarifications to HKFRS
15)

This standard is effective for accounting periods
beginning on or after 1 January 2018. The amendments
to HKFRS 15 included clarifications on identification of
performance obligations; application of principal versus
agent; licenses of intellectual property; and transition
requirements.
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

2. ADOPTION OF NEW/REVISED HKFRSs
(Continued)

(b)

New/revised HKFRSs that have been
issued but are not yet effective
(Continued)

HKFRS 16 - Leases

This standard is effective for accounting periods
beginning on or after 1 January 2019. HKFRS 16,
which upon the effective date will supersede HKAS
17 "Leases” and related interpretations, introduces a
single lessee accounting model and requires a lessee
to recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying
asset is of low value. Specifically, under HKFRS 16,
a lessee is required to recognise a right-of-use asset
representing its right to use the underlying leased asset
and a lease liability representing its obligation to make
lease payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest on
the lease liability, and also classifies cash repayments of
the lease liability into a principal portion and an interest
portion and presents them in the statement of cash
flows. Also, the right-of-use asset and the lease liability
are initially measured on a present value basis. The
measurement includes non-cancellable lease payments
and also includes payments to be made in optional
periods if the lessee is reasonably certain to exercise
an option to extend the lease, or to exercise an option
to terminate the lease. This accounting treatment is
significantly different from the lessee accounting for
leases that are classified as operating leases under the
predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of
leases differently.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

(a)

Basis of preparation

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated.

The financial statements have been prepared under
historical cost convention, except for financial assets at
fair value through profit or loss, which are measured at
fair value. The measurement bases are fully described in
the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in the preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in note 4.

(i) Songliao contract

In 2010, the Group completed the acquisition
of 100% equity interest in China International
Energy Investments (Hong Kong) Limited
(“China International Energy”) which holds
the petroleum contract entered into between
China Era Energy Power Investment Limited
(“China Era”), a wholly owned subsidiary of
China International Energy, and a state-owned
enterprise engaged in oil exploration industry
(the “State-owned Enterprise”) on 13 August
2007 (the “Songliao Contract”) from the vendor,
Greater China Limited ("Greater China"),
details of which are set out in note 33. China
International Energy was wholly owned by an
individual ("Mr. A") at the time of obtaining the
Songliao Contract.

(a)
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

Songliao contract (Continued)

In 2015, the directors of the Company found
that Mr. A was formally charged by prosecution
authorities in the People’s Republic of China (the
"PRC") for illegal crime (the “Charge”), possibly
involved allegations about improper conduct in
obtaining the Songliao Contract.

As soon as the directors of the Company
found the Charge, the Group commenced legal
proceedings in the Cayman Islands against
various parties including Mr. A, Greater China,
Mr. Li Weijun (Greater China's warrantor) and
Giant Crystal Limited (“Giant Crystal”) (which
was nominated by Greater China as the allottee
of the promissory notes, consideration shares
and convertible bonds for the consideration of
the Songliao Contract) (the “Defendants”) on
the basis that (a) the Greater China’s warranties
and/or representations given in the acquisition
were false and misleading and knowing that the
Group entered into the acquisition agreement
in reliance thereon: and (b) the Defendants of
the litigation wrongly conspired and combined
together to defraud the Group to pay the
consideration.

Energy International Investments Holdings Limited / Annual Report 2016

ERSBEMAL

(a) WREE(#)

&

(i) HEESH (&)

R-ZZE—RAF KARAE
FRBARFEEPEAR
HME ([FE]) R E#EE
EAEEEERILE ([%HE
1) B ages RERNE
BRERNBAENET R

)

KRR ERER

BOAEBEBAZRSE
5 i HE B EAL AL
Greater China~ Z=#TE L4
(Greater ChinazZ fR &

MEERBRAT ([$E&4]
JEGreater Chinatg & &M
BEOAREBEZAE -RE
R RAT MR ES 2 B
BAINEZRFAT([HE
AN BRFEVAEERER  BEAR
(a)Greater China® W g =
BREH 2 IRE RSB
AERKEREN  MAK
AEEDREZSRER
sEBART L E R R (b)
FERZ M EATE R R R
FHERAEEZHRE-



NOTES TO THE FINANCIAL STATEMENTS

MR AR

For the year ended 31 December 2016 # 2= =& —

RNETZA=+—BHLLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Songliao contract (Continued)

In the litigation, the Group sought (1) a
declaration that they are entitled to validly
rescind the acquisition agreement; (2) an order
that the consideration be repaid, a declaration
that the promissory notes and convertible bonds
are at all material times null and void and of no
legal effect; (3) a declaration that Giant Crystal
held and continue to hold the consideration
shares and any shares issued upon exercise of
the convertible bonds on trust for the Company;
(4) an injunction against all Defendants that they
be restrained from disposing of, encumbering
or otherwise dealing with or diminishing the
value of, and/or exercising any rights or powers
(including but not limited to voting rights in
general and/or extraordinary meeting(s) in
respect of, and/or entering into any agreement
to effect any transaction in relation to, the
consideration shares and the converted shares;
(5) an injunction against all Defendants from
completing and/or procuring the conversion
and/or transferring of the convertible bonds;
(6) damages for fraud and/or deceit; and (7)
an order that the Defendants compensate the
Group in equity.
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

Songliao contract (Continued)

In 2017, the Group obtained the legal opinion
from the lawyers in the PRC stating that under
the laws prevailing in the PRC, all entities are
innocent unless found guilty by the Municipal
Court. However, if the contract is found
to be used to conduct illegal trade by top
management, the contract can be invalidated
through the Supreme People’s Court. According
to the Contract Laws of the PRC, when a
contract becomes invalid or is rescinded, any
property obtained under the contract shall be
returned. In the circumstances when the return
of properties is impossible, compensation shall
be made at an estimated price for the loss
caused by the defaulted parties. As a party of
the contract, the Group is entitled to either
enter into arbitration or to file civil legal action
to rescind or invalidate the contract and seek
compensation from the defaulted parties. As
there has been no progress during the year
and there was no adjudication in respect of
the Charge, it is not possible to estimate the
outcome on the Group's oil production business
and financial position, arising from the Charge
against Mr. A.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Songliao contract (Continued)

Included in the consolidated statement of
financial position as at 31 December 2016
are property, plant and equipment, intangible
assets and net deferred tax liabilities with
carrying amounts of HK$25,696,000 (2015:
HK$46,167,000), HK$389,084,000 (2015:
HK$557,821,000) and HK$47,497,000 (2015:
HK$83,358,000) respectively. The property,
plant and equipment and intangible assets are
collectively referred to as the "Oil Production
Assets”. The Oil Production Assets relate to the
operation of oil production business, pursuant
to the Songliao Contract, entered into with the
State-owned Enterprise to develop and produce
crude oil in Liangjing Block on Songliao Basin in
Jilin, the PRC, details of which are set out in note
33.
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

Songliao contract (Continued)

As at 31 December 2016, the directors of the
Company estimated the recoverable amount
of the cash-generating unit to which the Oil
Production Assets belong (the "OQil Production
CGU"). As the carrying amounts of the Oil
Production CGU exceeded its recoverable
amount, impairment losses of HK$166,938,000
(2015: HK$408,954,000) and HK$11,024,000
(2015: HK$33,843,000) were recognised for the
year ended 31 December 2016 on intangible
assets and property, plant and equipment
respectively. In estimating the recoverable
amount, the directors of the Company have
assumed that the Songliao Contract will remain
valid and the Group's oil production business will
continue in operation throughout the Songliao
Contract period.

Having taken into account of the legal opinion,
the directors of the Company consider that the
Songliao Contract will continue to be valid and
will be executed as planned as the Group has
close working relationship with the State-owned
Enterprise and up to the date of authorisation
for issue of the consolidated financial
statements, there is no indication from the State-
owned Enterprise regarding any potential claim
or questioning on the validity of the Songliao
Contract.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Going concern basis

The financial statements have been prepared on
a going concern basis which notwithstanding
that (i) the Group incurred a loss of
HK$200,964,000 (2015: HK$531,976,000)
during the year; (ii) as at 31 December
2016, the Group had net current liabilities of
HK$353,127,000 (2015: HK$104,913,000);
(iii) as at 31 December 2016, included in
current liabilities was the total outstanding
construction costs of HK$420,716,000 (2015:
HK$345,172,000), that are required to repay
within one year after the reporting date, in
which amounts of HK$319,177,000 (2015:
HK$315,200,000) and HK$101,539,000 (2015:
HK$29,972,000) are recognised under other
payables (note 23) and other borrowings (note
26) respectively and the capital commitment
for construction cost was HK$154,466,000
(note 39); and (iv) as at 31 December 2016,
included in current liabilities was bank loans of
HK$49,370,000 (2015: HK$41,300,000) that
was overdue for repayments (note 25). These
conditions indicate the existence of a material
uncertainty that may cast significant doubt
on the Group’s ability to continue as a going
concern and therefore, that it may be unable to
realise its assets and discharge its liabitilites in
the normal course of business. The directors of
the Company have prepared the consolidated
financial statements based on a going concern
on the assumptions that:
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NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE T — A F+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)
(i) Going concern basis (Continued)

(a) the Songliao Contract continues to be
valid and the Group continues its oil
production business, which is the basis
on which the directors prepared the cash
flow forecast for the next twelve months
after 31 December 2016;

(b) the Group will settle the outstanding
construction cost of HK$180,155,000.
For the remaining balances of total
construction costs, based on the good
relationship with the contractors, the
contractors will extend the repayment
dates over twelve months after 31
December 2016;

(o) the Group will utilise the banking
facilities of RMB150 million
(approximately HK$165 million) in 2017
which was granted by a bank in the
PRC for the Group's oil and liquefied
chemicals terminal project;

(d) the disposal of the electricity and heat
business was completed in March 2017
(note 45); and

(e) the lease of oil and liquefied chemical
terminal will be executed in 2017 in
accordance with the terms and conditions
of the lease agreement.

After taking into account the above measures,
the directors consider that the Group can meet
its financial obligations as and when they fall
due in the foreseeable future and believe that
the Group will continue as a going concern
and consequently have prepared the financial
statements on a going concern basis.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

(iii)

Going concern basis (Continued)

Should the Group be unable to continue in
business as a going concern, adjustments would
have to be made in the consolidated financial
statements to reduce the values of the assets
to their estimated realisable values, to provide
for any further liabilities which may arise and
to reclassify non-current assets and liabilities
as current assets and liabilities respectively.
The effects of these adjustments have not
been reflected in these consolidated financial
statements.

Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited (“QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)
and de-consolidating QHFSMI and IMFSMI

Ms Leung'’s legal status as director and legal
representative in QHFSMI and IMFSMI remained
unchanged in the absence of her cooperation

Ms Leung Lai Ching (“Ms Leung”) was a director
and legal representative of both QHFSMI and
IMFSMI. In September 2009, the sole shareholder
of QHFSMI and IMFSMI (i.e. a wholly-owned
subsidiary of the Company) resolved to remove
Ms Leung’s capacity as director and legal
representative of both QHFSMI and IMFSMI
with immediate effect. However, the respective
members of the board of directors and legal
representative of QHFSMI and IMFSMI were not
officially changed up to the date of authorisation
for issue of the consolidated financial statements
as Ms Leung, being the then legal representative,
was not cooperative and failed to provide the
requested documents and corporate seals.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

BERGFTBERMM m)

(a) Basis of preparation (Continued) () wBEE (&)
(iii)  Loss of controls over assets of Qinghai (iii) XEHEEGHRFBERERE
Forest Source Mining Industry Developing RAa] ([EEHFE])RA
Company Limited (“QHFSMI”) and Inner B FEEHZERAF
Mongolia Forest Source Mining Industry ([AFHRR]) BEEZE
Developing Company Limited (“IMFSMI”) HIRER T B EERIFRA
and de-consolidating QHFSMI and IMFSMI e RFEEAR (F)

(Continued)

Transter of exploration licence without the
Company’s knowledge, consent or approval

The Group acquired QHFSMI from Ms Leung
in 2007. QHFSMI was the holder of an
exploration licence which conferred QHFSMI
the rights to conduct exploration work for
the mineral resources in the titanium mine at
Xiao Hong Shan in Inner Mongolia, the PRC.
In 2010, the board of directors discovered that
the exploration licence held by QHFSMI was
transferred to a company known as 5 & /NAT
IRFREZ AR 2 7] (in English, for identification
purpose only, Inner Mongolia Xiao Hong Shan
Yuen Xian Mining Industry Company Limited)
("Yuen Xian Company”) at a consideration of
RMB8&,000,000 (the “Change of Exploration
Right Agreement”) without the Company’s
knowledge, consent or approval. Ms Leung is
one of the directors and the legal representative
of Yuen Xian Company. Without the exploration
licence, QHFSMI no longer had the rights to,
among other things, carry out exploration of the
mineral resources of the titanium mine, access to
the titanium mine and neighbouring areas and
has no priority in obtaining the mining rights of
the titanium mine.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EAES:tHFEH®E &)
POLICIES (continued)

(a) Basis of preparation (Continued) (a) HwHEE (@)
(iii)  Loss of controls over assets of Qinghai (iii) XEZHEEFRBEFHEE
Forest Source Mining Industry Developing Rua] ([EEFER])RA
Company Limited (“QHFSMI”) and Inner BERFEERRERAT
Mongolia Forest Source Mining Industry ([AFHFEF])BEZE
Developing Company Limited (“IMFSMI”) IR T BEEFRERA
and de-consolidating QHFSMI and IMFSMI B FRRREAR (HE)

(Continued)

Final decision on the Change of Exploration
Right Agreement

As soon as the Group had discovered the loss
of QHFSMI's exploration licence, the Group
commerced the legal proceedings against
Ms Leung for getting back the exploration licence.
In March 2016, the Company received the final
decision letter from the Qinghai Procuratorate
that the Change of Exploration Right Agreement
was invalid. As Yuen Xian Company had already
obtained the mining licence on the titanium mine
at Xiao Hong Shan in Inner Mongolia, the PRC,
the Group is now seeking for the legal advices to
resolve this matter.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M e

For the year ended 31 December 2016 HE T — A "F+_-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

EXRSTTBEML @)

(a) Basis of preparation (Continued) (a) wHEE (&)
(iii)  Loss of controls over assets of Qinghai (iii) XEHEEGHRFBERERE
Forest Source Mining Industry Developing RAa ([EEHFE])RA
Company Limited (“QHFSMI”) and Inner B R FEEHARERAF
Mongolia Forest Source Mining Industry ([AFHRR])BEEZE
Developing Company Limited (“IMFSMI”) HIRER T EAEERIFRA
and de-consolidating QHFSMI and IMFSMI e RFHEEAK (F)

(Continued)

De-consolidating QHFSMI and IMFSMI

Given that (i) the discovery of the loss of
significant assets of QHFSMI; (i) Ms Leung’s legal
status as director and legal representative in
QHFSMI and IMFSMI remained unchanged; and
(iii) the Group was unable to obtain the financial
information of QHFSMI and IMFSMI, the directors
of the Company considered that the Group had
no power over QHFSMI and IMFSMI, exposure,
or rights, to variable returns from QHFSMI and
IMFSMI and the ability to use its power to affect
those variable returns. The Group appointed the
PRC lawyers to handle the matters in regaining
its controlling power over QHFSMI and IMFSMI.
In the opinion of the directors, the aforesaid
legal proceedings have no material impact on the
financial position and operations of the Group
as the Group is still in the process of regaining
the controlling power over QHFSMI and IMFSMI
which had already been de-consolidated since
2010.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Inter-company transactions and balances between
group companies together with unrealised profits are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless
the transaction provides evidence of impairment on the
asset transferred, in which case the loss is recognised in
profit or loss.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated income
statement from the dates of acquisition or up to the
dates of disposal, as appropriate. Where necessary,
adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line
with those used by other members of the Group.

Acquisition of subsidiaries or businesses is accounted
for using acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group's previously held equity interest in the acquiree
is re-measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction
basis, to measure non-controlling interests that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition-related
costs incurred are expensed unless they are incurred in
issuing equity instruments in which case the costs are
deducted from equity.

(b)
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NOTES TO THE FINANCIAL STATEMENTS

b

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

(c)

Basis of consolidation (Continued)

When the Group loses control of a subsidiary, profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(ii) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. Amounts previously recognised in
other comprehensive income in relation to the subsidiary
are accounted for in the same manner as would be
required if the relevant assets or liabilities were disposed
of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus non-controlling
interests’ share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in non-controlling interests
having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls an
investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control
is reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR5

For the year ended 31 December 2016 HEZ =T — A AF+_-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d)

Accounting for production sharing
contracts

The Group is a party to a joint arrangement where
there is a contractual arrangement that confers joint
control over the relevant activities of the arrangement
to the Group and at least one other party. Joint control
is assessed under the same principles as control over
subsidiaries.

The Group classifies its interests in joint arrangements as

either:

(i) Joint ventures: where the Group has rights to
only the net assets of the joint arrangement; or

(i) Joint operations: where the Group has both the

rights to assets and obligations for the liabilities
of the joint arrangement.

In assessing the classification of interests in joint
arrangements, the Group considers:

(i) The structure of the joint arrangement;

(ii) The legal form of joint arrangements structured
through a separate vehicle;

(iii) The contractual terms of the joint arrangement
agreement; and

(iv) Any other facts and circumstances (including any
other contractual arrangements).

The Group accounts for its interests joint operations by
recognising its share of assets, liabilities, revenues and
expenses in accordance with its contractually conferred
rights and obligations.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Foreign currency translation

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at that
date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into HK$.
Assets and liabilities have been translated into HK$
at the closing rates at the reporting date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the exchange reserve in
equity.

Goodwill and fair value adjustments on identifiable
assets acquired arising on the acquisition of a foreign
operation are treated as assets and liabilities of the
foreign operation and translated into HK$ at the closing
rates. Exchange differences arising are recognised in the
exchange reserve in equity.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

(f)

(9)

Foreign currency translation (Continued)

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss
as part of the gain or loss on sale.

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
use by others of the Group's assets yielding interest,
and dividends, net of rebates and discounts. Provided
it is probable that the economic benefits will flow to
the Group and revenue and costs, if applicable, can be
measured reliably, revenue is recognised as follows:

(i) sale of crude oil is recognised from the Group’s
share of income (including cost recovery oil,
investment recovery oil and share oil) according
to the terms stipulated in the contract, details of
which are set out in note 33;

(ii) sale of electricity and heat is recognised upon
the transmission of electricity and heat to the
customer; and

(iii) interest income is recognised on time proportion
basis using effective interest method.

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for
their intended use or sale, are capitalised as part of
the cost of those assets. Income earned on temporary
investments of specific borrowings pending their
expenditure on those assets is deducted from borrowing
costs capitalised. All other borrowing costs are
recognised in profit or loss in the period in which they
are incurred.

(f)

(9)
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NOTES TO THE FINANCIAL STATEMENTS

b

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

()

()]

Intangible assets

Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at the
date of acquisition. Subsequently, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and any impairment losses. Amortisation is
charged in other operating expenses in profit or loss and
is provided as follows.

- Exploration and evaluation assets under oil
production business is amortised on unit of
production method.

- Interests in oil production sharing contracts
under oil production business is amortised on
unit of production method.

Sea area use rights

Upfront payments made to acquire the maritime space
held under an operating lease are stated at cost less
accumulated amortisation and any impairment losses.
Sea area use rights are amortised on straight-line
method over the terms of the right of use.

Property, plant and equipment

Property, plant and equipment (other than construction
in progress (“CIP")) are stated at cost less accumulated
depreciation and any impairment losses. The cost of
an asset comprises its purchase price and any directly
attributable cost of bringing the asset to the working
condition and location for its intended use.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Property, plant and equipment
(Continued)

Other than oil properties, depreciation is provided to
write off the cost less their estimated residual values, if
any, over their estimated useful lives, using straight-line
method. The estimated useful lives are as follows:

The shorter of lease terms
and 29 years

10 to 15 years

3 to 10 years

Buildings

Plant and machinery

Leasehold improvements,
furniture, office equipment
and motor vehicles

Depreciation on oil properties is provided to write
off the cost of oil properties using unit of production
method utilising only proved developed oil reserves as
the depletion base.

The assets’ estimated useful lives, depreciation methods
and estimated residual values are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the net sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance, are charged to profit or loss during the
financial period in which they are incurred.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

(k)

(1

Property, plant and equipment
(Continued)

CIP represents property, plant and equipment under
construction, which is stated at cost less any impairment
losses and is not depreciated. Cost comprises direct
costs incurred during the periods of construction,
installation and testing. CIP is reclassified to the
appropriate category of property, plant and equipment
and depreciation commences when the construction
work is completed and the asset is ready for use.

An asset is written down to its recoverable amount if
its carrying amount is higher than the asset’s estimated
recoverable amount.

Prepaid land lease payments

Upfront payments made to acquire land held under
an operating lease are stated at cost less accumulated
amortisation and any impairment losses. Amortisation
is calculated on straight-line method over the term of
lease/right of use except where an alternative basis is
more representative of the time pattern of benefits to
be derived by the Group from use of the land.

Impairment of assets (other than
financial assets)

Property, plant and equipment, prepaid land lease
payments, sea area use rights, intangible assets and
interests in subsidiaries are subject to impairment
testing. All these assets are tested for impairment
whenever there are indications that the asset’s carrying
amount may not be recoverable.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

U

Impairment of assets (other than
financial assets) (Continued)

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value-in-use) of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised
as an expense immediately, unless the relevant asset
is carried at a revalued amount under another HKFRS,
in which case the impairment loss is treated as a
revaluation decrease under that HKFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that
the increased carrying amount does not exceed the
carrying amount that would have been determined
had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant
asset is carried at a revalued amount under another
HKFRS, in which case the reversal of the impairment loss
is treated as a revaluation increase under that HKFRS.

Value-in-use is based on the estimated future cash
flows expected to be derived from the asset or cash-
generating unit (“CGU") discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset or CGU. A CGU is the smallest
identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from
other assets or groups of assets.
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NOTES TO THE FINANCIAL STATEMENTS

b

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(m) Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases.

Assets acquired under finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair value
of the leased asset or, if lower, the present value of the
minimum lease payments (the “Initial Value”), of such
assets are included in property, plant and equipment
and the corresponding liabilities, net of finance lease
charges, are recorded as finance lease liabilities.

Subsequent accounting for assets held under finance
leases corresponds to those applied to comparable
acquired assets. The corresponding finance lease liability
is reduced by lease payments less finance lease charges.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR5

For the year ended 31 December 2016 HEZ =T — A AF+_-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(m) Leases (Continued)

(n)

Assets under finance leases are depreciated the
same as owned assets

A sale and leaseback transaction involves the sale of an
asset and the leasing back of the same asset. The lease
payment and the sale price are usually interdependent
because they are negotiated as a package. If a sale and
leaseback transaction results in a finance lease, the
previous carrying value is left unchanged, with the sales
proceeds being shown as a liability.

Operating lease charges as the lessee

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating lease. Where the Group has the right to use
of assets held under operating leases, payments made
under the leases are charged to profit or loss using
straight-line method over the lease terms except where
an alternative basis is more representative of the time
pattern of benefits to be derived from the leased assets.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period which they are incurred.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of coal is determined using
weighted average method. All other cost is determined
using first-in, first-out method. Net realisable value is
the estimated selling prices in the ordinary course of
business less the estimated costs necessary to make the
sale.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(o)

Financial assets

Recognition and measurement

The Group’s financial assets are classified as loans and
receivables and financial assets at fair value through
profit or loss. Management determines the classification
of its financial assets at initial recognition depending on
the purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
and sales of financial assets are recognised on trade
date. When financial assets are recognised initially, they
are measured at fair value, plus directly attributable
transaction costs.

De-recognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards
of ownership have been transferred.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. These are subsequently
measured at amortised cost using effective interest
method, less any impairment loss. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction cost.

Financial assets at fair value through profit or loss
include financial assets held for trading if they are
acquired for the purpose of sale in the near term.
Subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised in profit or loss in
the period in which they arise.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(o)

Financial assets (Continued)
Impairment of financial assets

At each reporting date, financial assets are reviewed
to determine whether there is any objective evidence
of impairment. Financial assets are impaired if there
is objective evidence of impairment as a result of
one or more events that has occurred after the initial
recognition of the assets and that event has an impact
on the estimated future cash flows of the financial
assets that can be reliably estimated. Evidence of
impairment may include:

- significant financial difficulty of the debtor;

a breach of contract, such as a default or
delinquency in interest or principal payments;

- it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; or

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults
on the assets in the group.

(o)
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NOTES TO THE FINANCIAL STATEMENTS

b

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(o)

(p)

Financial assets (Continued)
Impairment of financial assets (Continued)

If there is objective evidence that an impairment
loss on loans and receivables has been incurred, the
amount of loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition).
The amount of loss is recognised in profit or loss of the
period in which the impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
profit or loss of the period in which the reversal occurs.

Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

(q)

Income taxes (Continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be
available against which deductible temporary differences
can be utilised. Deferred tax is measured at the tax
rates appropriate to the expected manner in which the
carrying amount of the asset or liability is realised or
settled and that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is
probable that the temporary difference will not reverse
in the foreseeable future.

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are also
recognised in other comprehensive income.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short-term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value. For the purpose of
the statement of cash flows presentation, cash and cash
equivalents include bank overdrafts which are repayable
on demand and form an integral part of the Group's
cash management.

(p)

(a)
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r)

(s)

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued. Any transaction costs associated with the
issue of shares are deducted from share premium (net
of any related income tax benefit) to the extent they
are incremental costs directly attributable to the equity
transaction.

Financial liabilities

The Group’s financial liabilities include trade, bills and
other payables, accruals, bank and other borrowings,
amounts due to non-controlling shareholders, finance
lease liabilities and convertible bonds.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see note 3(g)).

A financial liability is de-recognised when the obligation
under the liability is discharged, cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount is
recognised in profit or loss.

Trade, bills and other payables, accruals and
amounts due to non-controlling shareholders

These are recognised initially at their fair value and
subsequently measured at amortised cost, using
effective interest method. The related interest expense is
recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

Financial liabilities (Continued)

Convertible bonds that contain an equity
component

Convertible bonds that can be converted to share capital
at the option of the holder, where the number of shares
that would be issued on conversion and the value of
the consideration that would be received at that time
do not vary, are accounted for as compound financial
instruments which contain both a liability and an equity
component.

Convertible bonds that contain both financial liability
and equity components are classified separately into
respective liability and equity components on initial
recognition. On initial recognition, the fair value of the
liability component is determined using the prevailing
market interest rate for similar non-convertible debts.
The difference between the proceeds of the issue of
the convertible bonds and the fair value assigned to
the liability component, representing the call option for
conversion of the bonds into equity, is included in equity
as convertible bond equity reserve.

Liability component is subsequently carried at amortised
cost using effective interest method whilst equity
component will remain in equity until conversion or
redemption of the bonds.

When the bonds are converted, the convertible bond
equity reserve and the carrying value of the liability
component at the time of conversion are transferred to
share capital and share premium as the consideration
for the shares issued. If the bonds are redeemed, the
convertible bond equity reserve is released directly to
accumulated losses.

3.

=R E )]

BERZEH I ZTRKRES

ARFE NB BB Z ATk
PfEZ - R 8 T 31T 2B
8B RER &I RER 2 KEEBE
T AERRABEERELRER
BozEEEMIAALRK-

AREEFEEVBRERES
D DR ERERBEILNARE
BREZBD NERERE A
EE8 D 2 R ETRIBLIIE R R A
B ZBITNIGNEREE - %177
BB 2 PSR IR BB R B (E AP
DZAFEZER ABESFR
BoERZ RBEER AR
TERAI AR E S s e o

BESYHREAERM X M
HRATIR - RN ELBLE
EHEZ AT IR B R A

it {8 77 J 31 4 AT 360 A (B 55 M i o
whaEEsy 2 REER RS
ABAEBRDRE  FREETK
MZRE-HEFERD  AT8K
BEFEDRHERTEEERERE

8o

ERERREERERAT / —T - FFR

101



102

NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

Financial liabilities (Continued)

Convertible bonds that contain an equity
component (Continued)

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability portion and
amortised over the period of the convertible bonds
using the effective interest method.

Borrowings

These are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of
the borrowings using effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least twelve months after the
reporting date.

Finance lease liabilities

Finance lease liabilities are measured at Initial Value less
the capital element of lease repayments (see note 3(m)).
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

(u)

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation. All provisions are reviewed at each reporting
date and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more uncertain future events
not wholly within the control of the Group, are also
disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.

Retirement benefits costs and short-
term employee benefits

Retirement benefits to employees are provided through
defined contribution plans.

Defined contribution plans

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or
loss as they become payable in accordance with the
rules of the MPF scheme. Assets of the MPF Scheme
are held separately from those of the Group in an
independently administered fund. The Group's employer
contributions vest fully with the employees when
contributed into the MPF Scheme.

(t)

(u)
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HZ =% —

3.

RNETZA=+—BHIEFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(u)

(v)

Retirement benefits costs and short-
term employee benefits (Continued)

Defined contribution plans (Continued)

According to the relevant regulations in the PRC, the
subsidiaries of the Group operating in the PRC are
required to participate in central pension schemes
operated by the respective local municipal governments,
whereby the PRC subsidiaries are required to contribute
a certain percentage of the basic salaries of their
employees to the scheme to fund their retirement
benefits.
pension obligations payable to the retired employees
and the Group has no further obligations for the actual
pension payments or other post-retirement benefits
beyond the employer contributions. Contributions under
the scheme are charged to profit or loss as they become
payable in accordance with the rules and regulations in
the PRC.

The scheme is responsible for the entire

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they are accrued to employees. A provision is
made for the estimated liability for unused annual
leave as a result of services rendered by employees up
to the reporting date. Non-accumulating compensated
absences such as sick leave and maternity leave are not
recognised until the time of leave.

Share-based compensation
The Group operates equity-settled share-based

compensation plans for remuneration of its employees
and directors.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v)

Share-based compensation (Continued)

All employee services received in exchange for the grant
of any share-based compensation are measured at their
fair values. These are indirectly determined by reference
to the share options awarded. Their value is appraised
at the grant date and excludes the impact of any non-
market vesting conditions (for example, profitability and
sales growth targets).

For other goods or services received by the Group
in exchange for the grant of any share-based
compensation, they are directly measured at the fair
value of the goods or services received.

All share-based compensation is recognised as an
expense in profit or loss over the vesting period if
vesting conditions apply, or recognised as an expense
in full at the grant date when the equity instruments
granted vest immediately unless the compensation
qualifies for recognition as asset, with a corresponding
increase in the share option reserve in equity. If vesting
conditions apply, the expense is recognised over the
vesting period, based on the best available estimate
of the number of equity instruments expected to
vest. Non-market vesting conditions are included in
assumptions about the number of equity instruments
that are expected to vest. Estimates are subsequently
revised, if there is any indication that the number
of equity instruments expected to vest differs from
previous estimates. No adjustment to expense
recognised in prior periods is made if fewer share
options ultimately are exercised than originally vested.

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be
transferred to accumulated losses.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(w) Government grants

Government grants are recognised at their fair value
where there is a reasonable assurance that these will be
received and the Group will comply with all attached
conditions. Government grants are recognised in profit
or loss over the period necessary to match them with
the costs that the grants are intended to compensate.
Government grants relating to the purchase of assets
are included in liabilities as deferred government grants
in the statement of financial position and are recognised
in profit or loss on straight-line method over the
expected lives of the related assets.

Government grants relating to income is presented in
gross under “Other income” in the consolidated income
statement.

(x) Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group's business components and for their review of
the performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major product lines.

The Group has identified the following reportable

segments:

o Oil production

. Qil and liquefied chemical terminal; and
° Supply of electricity and heat.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

Segment reporting (Continued)

Each of these operating segments is managed separately
as each of the product line requires different resources
as well as marketing approaches. All inter-segment
transfers are priced with reference to prices charged to
external parties for similar orders.

The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,
except that finance costs, income tax and corporate
income and expenses which are not directly attributable
to the business activities of any operating segment are
not included in arriving at the operating results of the
operating segment.

Segment assets include all assets but corporate assets
which are not directly attributable to the business
activities of any operating segment are not allocated
to a segment, which primarily applies to the Group's
headquarter.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment.

No asymmetrical allocations have been applied to
reportable segments.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE —Z— A F+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(y) Related parties

(a) A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(iii) is a member of key management

personnel of the Group or the Company's
parent.

(b) An entity is related to the Group if any of the
following conditions applies:

(i) The entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others);

(ii) One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of
which the other entity is a member);

(iii) Both entities are joint ventures of the
same third party;

(iv) One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

108 Energy International Investments Holdings Limited / Annual Report 2016

EXRSTBEML @)

(y) BEAL

(@) AU THREZ—MWALH
HERFEKBRBRRA
SHER BT

(i) HARKEAEF X
/\HT;%U 7

() HAEEEE
23

(i)  ANEBEHAKRRATF
RETEEHRAER
MK B o

(b) FEUTHEEZ—EER
WIR /RSB B R

(i) CEMAEERE
— KB THWKE
(Bl & 2 A - M B
RALAFREWMER
GIECR RN R
73)

i REARN-RE
$OBERARE
AR (RBEA
% B R K
£ W% E B A

AlEERA)

(iii) MK ERB—E
EZHFWMEEAR
Al

vy, ©TEAB-—RF=H
m%WAAAT&
TERZSE
fﬁmiﬁﬁé

a7

[
i}

w



NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 H{EZ =T —AF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(y) Related parties (Continued)

(b)

An entity is related to the Group if any of the
following conditions applies: (Continued)

(v)

(vi)

(vii)

(viii)

The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group;

The entity is controlled or jointly
controlled by a person identified in (a);

A person identified in (a)(i) has significant
influence over the entity or is a member
of key management personnel of the
entity (or of a parent of the entity); and

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Company.

Close members of the family of a person are those
family members who may be expected to influence, or

be influenced by, that person in their dealings with the

entity and include:

)

(if)

(iii)

that person’s children and spouse or domestic
partner;

children of that person’s spouse or domestic

partner; and

dependents of that person or that person’s
spouse or domestic partner.
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NOTES TO THE FINANCIAL STATEMENTS

5 R B R

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
rarely equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

(i) Depreciation

Other than oil properties and CIP, the Group depreciates
its property, plant and equipment using straight-line
method over their estimated useful lives of 3 to 29
years. The estimated useful lives reflect the directors’
estimate of the periods that the Group intends to derive
future economic benefits from the use of these property,
plant and equipment.

(ii) Impairment of receivables

The Group’'s management reviews receivables on
a regular basis to determine if any provision for
impairment is necessary. Impairment loss on receivables
is established when there is objective evidence that
the Group will not be able to collect all amounts
due according to the original terms of receivables.
Allowances for impairment of receivables are
determined by management based on the repayment
history of its debtors and the current market conditions.
Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments
are considered indicators that the receivable is impaired.
Management reassesses impairment of receivables, if
any, at the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4, B ARSI RHE (&)

JUDGEMENTS (continued)

BVEE Al EMGTR

(iii) Estimated impairment of intangible (iii)

assets, oil properties and validity of the
Songliao Contract

The recoverable amount of interests in the Songliao
Contract is determined based on value-in-use. These
calculations require the use of estimates about future
cash flows, discount rate and oil reserves. In the process
of estimation, management makes assumptions about
future cash flow, costs and oil reserves. Details of
impairment assessment are set out in note 17 to the
financial statements.

As described in note 3(a)(i), in 2015, the directors of
the Company found that Mr. A was formally charged
by prosecution authorities in the PRC for illegal crime,
possibly involving allegations about improper conduct
in obtaining of the Songliao Contract. The directors
of the Company consider that as there has been no
progress during the year and there was no adjudication
in respect of the Charge, it is not possible to estimate
the outcome on the Group’s oil production business and
financial position, arising from the Charge against Mr.
A. Nevertheless, it is possible that the Group may not
be able to exercise its right under the Songliao Contract
and its Oil Production Assets may be derecognised if the
Songliao Contract becomes void when Mr. A is found
guilty for his suspected improper conduct in obtaining
the Songliao Contract. Having taken into account
of the legal opinion, the directors consider that the
Songliao Contract will continue to be valid and will be
executed as planned as the Group has close working
relationship with the State-owned Enterprise and up to
the date of authorisation for issue of the consolidated
financial statements, there is no indication from the
State-owned Enterprise regarding any potential claim
or questioning on the validity of the Songliao Contract.
Where the actual outcome of the Charge is different
with the directors’ expectation and with significant
adverse change, it will have significant effect on the
consolidated financial statements, in particular the
Group's intangible assets and oil properties.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4, EARSHETRHE &)
JUDGEMENTS (continued)

(iv) Loss of Control on QHFSMI and IMFSMI (iv) XE8HEFBRERATY

As described in note 3(a)(iii) to the financial statements,
as soon as the Group had discovered the loss of
QHFSMI's exploration licence, without the Company’s
knowledge, consent or approval, the Group obtained
advice from its legal advisers. Given that (i) the discovery
of the loss of significant controls over QHFSMI; (i) Ms
Leung’s legal status as director and legal representative
in QHFSMI and IMFSMI remained unchanged; and
(iii) the Group was unable to obtain the financial
information of QHFSMI and IMFSMI, the directors of the
Company considered that the Group had no power over
QHFSMI and IMFSMI, exposure, or rights, to variable
returns from QHFSMI and IMFSMI and the ability to use
its power to affect those variable returns. As the Group
is still in the process of regaining the controlling power
over QHFSMI and IMFSMI, the Group was still unable
to exercise of its power over QHFSMI and IMFSMI.
Accordingly, the directors of the Company consider
that it was inappropriate to consolidate the financial
statements of QHFSMI and IMFSMI into the Group for
the year and these two wholly-owned entities had been
de-consolidated since 2010.
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(v)

(vi)

Estimation of oil reserves

Oil reserves are key elements in the Company’s
investment decision-making process. They are also an
important element in testing for impairment. Changes
in oil reserves will affect unit of production depreciation,
depletion and amortisation recorded in the financial
statements for oil properties and intangible assets
related to oil production activities. A reduction in
oil reserves will increase depreciation, depletion and
amortisation (assuming constant production) and reduce
net profit. Oil reserve estimates are subject to revision,
either upward or downward, based on new information,
such as from developing drilling and production
activities or from changes in economic factors, including
product prices or development plans. In general,
changes in the technical maturity of oil reserves
resulting from new information becoming available from
development and production activities have tended to
be the most significant cause of annual revisions.

Taxation

The Group is subject to income taxes in Hong Kong
and the PRC. There are certain transactions and
calculations for which the ultimate tax determination
is uncertain during the ordinary course of business.
The Group recognises liabilities for anticipated tax
based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income tax
provisions in the period in which such final tax liabilities
determination is made.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4,
JUDGEMENTS (continued)

(vi)

(vii)

Taxation (Continued)

Deferred tax assets are recognised only to the extent
it is considered probable that those assets will be
recoverable. This involves an assessment of when
those deferred tax assets are likely to reverse, and a
judgement as to whether there will be sufficient taxable
income available to offset the tax assets when they
do reverse. These judgements are subject to risk and
uncertainty and therefore, to the extent assumptions
regarding future profitability change, there can be a
material increase or decrease in the amounts recognised
in the consolidated statement income statement in the
period in which the change occurs.

Fair value measurement

A number of assets and liabilities included in the
Group's financial statements require measurement at,
and/or disclosure of, fair value.

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs
used in determining fair value measurements are
categorised into different levels based on how
observable the inputs used in the valuation technique
utilised are:

Level 1:  Quoted prices in active markets for identical
items (unadjusted);

Level 2:  Observable direct or indirect inputs other
than Level 1 inputs;

Level 3:  Unobservable inputs (i.e. not derived from

market data).
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4, B RS AFTRHAE (&)

JUDGEMENTS (continued)

(vii) Fair value measurement (Continued) (vii) A EFE (#®)

The classification of an item into the above levels is
based on the lowest level of the inputs used that has a
significant effect on the fair value measurement of the
item. Transfers of items between levels are recognised in
the period they occur.

The Group measures the certain assets and financial
assets at fair value through profit or loss at fair value as
at 31 December 2016. Detailed information in relation
to the fair value measurement are set out in notes 14,
15, 20 and 41.

(viii) Going concern

The directors of the Company have prepared the
consolidated financial statements on the assumption
that the Group will be able to operate as a going
concern in the foreseeable future, which is a critical
judgement that has the most significant effect on
the amounts recognised in the consolidated financial
statements. The assessment of the going concern
assumption involves making a judgement by the
directors, about the future outcome of events or
conditions which are inherently uncertain. The directors
consider that, after taking into account of all major
events or conditions, which may give rise to business
risks, that individually or collectively may cast significant
doubt upon the going concern assumption are set out
in note 3(a)(ii) to the consolidated financial statements,
the Group has the capability to continue as a going
concern.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE —Z— A F+_A=+—HILFE

5. REVENUE AND OTHER INCOME 5. W@EKRHEMEA
The Group's principal activities are disclosed in note 1 to the ZXEIZ\Iﬁiﬁ%EAWi‘%?&E%ZWEHﬁ
financial statements. Revenue from the Group's principal o AREEFEXB 2 Wam R EBEREAM
activities and other income recognised are as follows: MUK%W'J s
2016 2015
HK$'000 HK$'000
—REF I S
FET FET
Revenue &=
Sale of electricity and heat THEBE 22,164 46,805
Sale of crude oil H 6 R 18,762 40,675
40,926 87,480
Other income Hp g A
Bank interest income |ITH B WA 244 24
Government grants (note below) B B (B aE R T30 696 1,168
Sundry income FIBUA 2,075 37
3,015 1,229
Note: These were mainly unconditional grants from the local Mz EERTBMABAERNERZ &KG
government in the PRC to the Group. (=R
6. SEGMENT INFORMATION 6. 7EEH
The Group has identified its operating segments and prepared REE AR T H A A 5 B E 12 [ [E WA
segment information based on the regular internal financial HREDEIREAEE LD B R
information reported to management of the Group for their ZEDHRB ARV BER BUHZ
decisions about resources allocation to the Group's business BEOERGRESEEN MAKEEERRE
components and review of these components’ performance. EITARERE 2 EB DB T RBASE E
The business components in the internal reporting to CEMEIRGERBET ANEBEE U
management of the Group are determined based on the THEDHE-

Group’s major product and service lines. The Group has
identified the following reportable segments.

(a) the Qil Production segment represents the business of (a) EWpE EERER:
oil production;
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

6. SEGMENT INFORMATION (continued)

(b) the Oil and Liquefied Chemical Terminal segment
represents the business of operation of oil liquefied
chemical terminal, storage and logistics facilities; and

() the Supply of Electricity and Heat segment represents
the business of generation and supplying of electricity

and heat.

There was no inter-segment sale and transfer during the year

(2015: Nil).

6.

0il and Liquefied

THEEN (#)

(b)  hmMRE{ImISEDE  BE
EommkREBIC TmISE  HFE R

YRR ET R

(0 AREHEIE ERELELME
ESiE

REAYESBEE2HERER(ZF

—RFE|E)

Supply

of

0l Production Chemical Terminal Electricity and Heat Total
AR E
ER LIRBE HRERE @it
2016 2015 2016 2015 2016 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZE-XE | E-0f | ZB-AE | ZE-0% | Z8-AE | 214 | 28-AF | Z2-1%
TER TEL TER TR TER TR TER TER
Reportable segment revenue: REDEYE:
From external customers RENBEP Mz 18,762 40,675 - - 22,164 46,805 40,926 87,480
Reportable segment (loss)/profit BESE(BR) /%R (207,784) (471,973) (6,397) 24,193 1,299 (90,073) (212,882) (537,853)
Bank interest income BT ON 12 23 22 - 2 - 236 23
Reversal of impairment loss on nE- FE Rk
property, plant and equipment AEBEEE - - - - 15,349 - 15,349 -
Reversal of impairment loss on BRTHAEREL
prepaid land lease payments HEREEE - - - - 2,179 - 2,179 -
Depreciation & (5,544) (14,076) (426) - (8,737) (29,121) (14,707) (43,197)
Amortisation of prepaid land lease B T30 EFUA#
payments - - - - (646) (679) (646) (679)
Amortisaiton of sea area use rights /G EI{f A2 - - (2,446) - = - (2,446) -
Amortisation of intangible assets BREERY (1,463) (4,392 = - = - (1,463) (4.392)
Impairment loss on property, nE- BERkEz
plant and equipment HEER (11,024) (33,843) - - - (48,618) (11,024) (82,461)
Impairment loss on prepaid AN tHEEREL
land lease payments REEE - - - - - (6,106) - (6,106)
Impairment loss on intangible assets & AE 2 FEEE (166,938) | (408,954 - - - - (166,938) (408,954)
Reportable segment assets REFEEE 475,448 629,222 1,239,197 577,712 108,566 152,129 1,823,211 1,359,063
Additions to non-current segment REEERDHBEELM
assets during the year - 45 617,260 - 754 - 618,014 45
Reportable segment liabilities RESEEE 267,706 300,362 810,551 263,900 107,915 101,176 1,186,172 665,438
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE —Z— A F+_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. THEER (@)
The totals presented for the Group's operating segments RAKELEDHEMES 2 RS FHEGFE
reconcile to the Group's key financial figures as presented in MBBERP2INNEAEEFETHHTZ
the consolidated financial statements as follows: HEMT:
2016 2015
HK$'000 HK$'000
—XRE —E—RHE
FHEx FAT
Revenue g
Reportable segment revenue and WE DAl RAEE W
consolidated revenue 40,926 87,480
Loss before income tax F?Fﬁ?%ﬁﬁﬁéﬂﬁ
Reportable segment loss wEDEEE (212,882) (537,853)
Finance costs EJW%W$ = (20,049)
Other unallocated income Hh R BEHRA 35 9
Other unallocated expenses B Nl T (35,465) (77,282)
Consolidated loss before income tax TR AIAR A B8 (248,312) (635,175)
2016 2015
HK$'000 HK$'000
—E-XKF —ET—FF
FExT FAET
Assets EE
Reportable segment assets BESHEE 1,823,211 1,359,063
Property, plant and equipment ME - BB &&E 49 59
Cash and bank balances Re RBITET 7,520 96,249
Other corporate assets HirEEE 15,650 55,455
Group assets AEEEE 1,846,430 1,510,826
Liabilities 8M&
Reportable segment liabilities wESIHEE 1,186,172 665,438
Convertible bonds AR ES 165,476 141,450
Other corporate liabilities HirEEE 29,500 16,727
Group liabilities AEEEBE 1,381,148 823,615
All revenue from external customers are located in the PRC FrERBIINEERF 2 WaEB LT E (F

) BREFEMEDIBREMXNE D
location at which the goods are delivered. No geographical MEE D BRAHBHIERBEEERA
location of non-current assets is presented as substantial non- RAE - B 25 3Em BN E E Tt
current assets are physically based in the PRC. & o

(domicile). Geographical location of customers is based on the
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NOTES TO THE FINANCIAL STATEMENTS

R AR5

For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

6. SEGMENT INFORMATION (continued) 6. DEE® (#)
Revenue from the major customers is as follows: KREFEEP 2REHWT
2016 2015
HK$'000 HK$’000
= —F—hF
TFE T FHET
Customer A (derived from the Oil BEPA(RRRERDHE)
Production segment) 18,762 40,675
Customer B* (derived from the Supply of ZFFB* (KRR EAEMHESE)
Electricity and Heat segment) - 13,710
Customer C (derived from the Supply of HFC (FBERATHESIE)
Electricity and Heat segment) 7,581 14,514
Customer D (derived from the Supply of & FD (ZRIRNEEHESLE)
Electricity and Heat segment) 9,221 12,716
35,564 81,615

* Amount for Customer B for the year ended 31 December 2016

has not been disclosed as revenue from this customer is less

than 10% of the Group’s revenue in that year.

* BPBREE-E-AFT-A=t—

BILFEMSRBEL RIE

RAERXE

ZEFPMERENAEEE FhEN

10% °
7. FINANCE COSTS 7. BABEA
2016 2015
HK$’000 HK$'000
—EB-RE —E-hF
FET FHET
Imputed interest on convertible bonds AERESZHEERR
(note 28) (Ft3E28) 26,634 9,268
Interest on bank and other borrowings ~ R —FREIH Z 8RBT &
due within one year H &R 2 F 8 24,757 5,191
Finance lease charges BMEMNER 1,041 -
Imputed interest on other H B RN IR R
borrowings and amount due FIEZ HEF R
to non-controlling shareholders 2,733 5,590
55,165 20,049
Less: Amount capitalised* BN e rEr (55,165) -
- 20,049
* Borrowing costs capitalised during the year arose on the general * RENBEBRTERANEEXNAEER

borrowing pool and are calculated by applying a capitalisation

rate of 9.54% (2015: Nil) to expenditure on qualifying assets.

—RIEEHES  RAEARLLEI54%

(ZT—HF #)HE

ERMXHe

HARARE
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M =

For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

8. LOSS BEFORE INCOME TAX 8. KRIEHAER
Loss before income tax is arrived at after charging the BRATSRATESECS R ATSIE:
following:
2016 2015
HK$'000 HK$'000
—E—XREF —E—RF
FET FET
Cost of inventories recognised BRAERAZ 2 FEERAR
as expense 14,784 30,863
Depreciation (note 14) E (Mak14) 14,726 43,220
Amortisation of prepaid land lease TEA - Hb 78 & FRIE 8 8
payments (note 15)* (FfFzE15) * 646 679
Amortisation of sea area use rights I R S (MsE16) *
(note 16)* 2,446 -
Amortisation of intangible assets EREERE (MHE17)
(note 17)* 1,463 4,392
Fair value loss on financial assets BRATEFFAEBRZ
at fair value through profit or loss* WMBEEZ A TFHEEBE" 10,560 126
Auditor’s remuneration 1% BB BN 1,093 998
Loss on disposals of property, LEWE WERZEEE
plant and equipment 28 494
Operating lease charges on land and THREFIEEHOER
buildings 4,724 2,588
Employee costs, including directors’ BINAE BEEEMe
emoluments (note 12) (MFEE12) 32,976 30,593
* Included in “Other operating expenses” on the face of the * it AGEEBER Y [Hib k&5
consolidated income statement. Flo
Depreciation expenses of HK$11,020,000 (2015: WERM L 11,020,000 (T —RHF:
HK$38,761,000) and HK$3,706,000 (2015: HK$4,459,000) 38,761,000/ 7T ) 23,706,000/ 71 ( =&
were included in cost of sales and administrative expenses — A4 1 4,459,000/ 7T ) D BIET A B85 & K
respectively. ARITHES -
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For the year ended 31 December 2016 HZE—ZT— R F+_A=1T—HILFE

9. INCOME TAX CREDIT 9.

No Hong Kong profits tax has been provided as the Group had
no estimated assessable profits arising in or derived from Hong
Kong for both years.

B R

HRAEERMEFESEEEBEHK
EEE G ERTOEN WA BERE A
S LB -

2016 2015
HK$'000 HK$'000
—E-RE —E-—FEF
FET THT
Current tax — the PRC EHBIE -+
— Current year —AREE 17 7
— Over-provision in prior years —BAFEBRERE = (1,704)
Deferred tax — the PRC EERE—F
— Current year (note 29) —ARFE (M5E29) (47,365) (101,502)
Income tax credit PRI % (47,348) (103,199)

Reconciliation between income tax credit and the accounting
loss at applicable tax rates:

RERRERAE B ARG EIE
ZEERWMT ¢

2016 2015

HK$°000 HK$'000

—EB—REF —E-1EF

F#&xT FiET

Loss before income tax K B8 5 AT ES 18 (248,312) (635,175)

Tax at the applicable rates to loss in HRFSHBa AR 2

the tax jurisdictions concerned EEEBERARETE 2MIE (57,388) (151,526)

Tax effect of non-taxable income ERBMWA 2 RBE (4,400) (6,418)

Tax effect of non-deductible expenses AP 2 MG E 7,630 46,436
Tax effect of unrecognised temporary RERYNEE BB E

differences (774) (936)

Tax effect of unrecognised tax losses RERMEBEE BB E 7,584 10,949

Over-provision in prior years BEFEBBEEME - (1,704)

Income tax credit FRERiEt A (47,348) (103,199)

Branches of China Era in Beijing and lJilin, the PRC are subject
to PRC enterprise income tax at the tax rate of 25% (2015:
25%) for the year.

ot B4 A E R R B2 A TR
EB1%25% (:§_£$25%)2$%$
AR R B 1 ZE P AS A o

HERERREERERAT / ZF —"FEFR
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

10. DIVIDENDS 10.

The board of directors did not recommend any payment of
dividends during the year (2015: Nil).

11. LOSS PER SHARE 11.

The calculations of basic loss per share attributable to the
owners of the Company are based on the following data:

iz 2

FROEFERATEMEARS (2T
—TF ) -

FRER

AN TR AR SR 1B TR A
TEEHY

2016 2015
HK$'000 HK$'000
—EB—XEF —E—hF
FExT FAET
Loss for the year attributable to RBUATESREREE
the owners of the Company for KA E ANEERFEHIE
the purpose of basic loss per share (189,971) (492,568)
Number of shares RO EE ‘000 ‘000
T’ T i
Weighted average number of ARG EEREREEZ
ordinary shares for the purpose of RN T H 8
basic loss per share 3,834,905 3,198,407

The calculation of basic loss per share is based on the loss
attributable to the owners of the Company and the weighted
average number of ordinary shares.

For the years ended 31 December 2016 and 2015, no
adjustment has been made to the basic loss per share amount
presented in respect of a dilution as the impact of the
convertible bond outstanding had an anti-dilutive effect on the
basic loss per share amount presented.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2016 HZE—ZT— R F+_A=1T—HILFE

12. EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTS)

12. EERAHAX(BEEEHNS)

2016 2015

HK$'000 HK$'000

—E—RE —E—RF

F&ET FET

Wages, salaries and allowances TE- e kEM 30,011 27,888
Pension costs — defined contribution RIS HRA — EREHE KRR S

retirement plans 2,965 2,705

32,976 30,593

13. DIRECTORS’' REMUNERATION AND FIVE
HIGHEST PAID INDIVIDUALS

(a) Directors’ emoluments

13. EERFNUBESHFMALTHE

(a) EEM=

Salaries, Contribution
allowances to retirement

and benefits benefit
Fees in kind scheme Total
Notes HK$'000 HK$'000 HK$'000 HK$'000
e 2HK BIRERI
He BYEA T B Mgt
it 5% THET TET TET TET
2016 ZE-RE
Executive directors BTES
Ms. Wang Meiyan TESTL - 741 - 741
Mr. Chan Wai Cheung REBLE
Admiral - 650 18 668
Ms. Jin Yuping EMZLT - 120 - 120
Mr. Lan Yonggiang EoKmEE - 391 - 391
Independent non- BUEHTES
executive directors
Mr. Wang Jinghua FRELE 36 - - 36
Mr. Lee Hoi Yan ZY B RE 120 - - 120
Mr. Fung Lam Shan B ks 120 = = 120
276 1,902 18 2,196

HERERREERERAT / ZF —"FEFR
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

13. DIRECTORS’ REMUNERATION AND FIVE 13.
HIGHEST PAID INDIVIDUALS (continued)

(a) Directors’ emoluments (Continued)

EERANREHFMALHE
(%)

(a) E=M= (&)

Salaries, Contribution
allowances  to retirement

and benefits benefit
Fees in kind scheme Total
Notes HK$'000 HK$'000 HK$'000 HK$'000
e RUK RIKER
e EME SIS Bt
fif & FHT FHET THT FHET
2015 —E-If
Executive directors Y1TES
Ms. Wang Meiyan IxSLL - 780 - 780
Mr. Chan Wai Cheung REZLE
Admiral - 725 18 743
Ms. Jin Yuping EEFLL - 120 - 120
Mr. Lan Yonggiang Eoxsa gLk - 390 - 390
Independent non- BUFHTES
executive directors
Mr. Wang Jinghua FTHEELE 36 - - 36
Mr. Lee Hoi Yan )b 120 - - 120
Mr. Fung Lam Shan R E 0] 71 - - 71
Ms. Zhao Hang BB T (ii) 59 - - 59
286 2,015 18 2,319
Notes: B 5 -
(i) Appointed on 28 May 2015. (i) RZE—hAFRA=-+/\BE

(ii) Appointed on 6 March 2015 and resigned on 11
September 2015.

During the year, no emoluments were paid by the Group
to the directors of the Company as an inducement to
join or upon joining the Group, or as compensation for
loss of office (2015: Nil).

There were no arrangements under which a director

of the Company waived or agreed to waive any
remuneration during the year (2015: Nil).
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For the year ended 31 December 2016 HZE—ZT— R F+_A=1T—HILFE

13. DIRECTORS’ REMUNERATION AND FIVE

HIGHEST PAID INDIVIDUALS (continued)

(b)

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group during the year included 2 (2015:
3) directors and their emoluments are included in

the above analysis. Details of the emoluments of the

(b)

13. EERINUBSHFMALHME
(%)

TfusEHFMAL

FA - AEBLUGFHALE
B (ZE—hF =) &%
BEZHMEFBELE XD F
W HBTI=M(ZFE—AF ML)

remaining 3 (2015: 2) individuals during the year are as ATZBeFBERT:
follows:
2016 2015
HK$'000 HK$'000
= —T—hf
FH&T FHET
Basic salaries, housing benefits, EXEFHE FEERER-
other allowances and benefits HAib B R E R T
in kind 2,869 1,560
Pension costs — defined RIRE KA - EREER
contribution retirement RKIEFETE
benefit plans 18 36
2,887 1,596

Number of the remaining highest paid individuals whose
emoluments fell within the following band is as follows:

e FATEE 2T &R 5 M
ALTHBWT:

2016 2015

—E-AE —ET—FHF

Nil to HK$ 1,000,000 £ %1,000,0007% 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 7L % 1,500,000/ 7T 2 _

During the year, no emoluments were paid by the Group
to the above highest paid individuals as an inducement
to join or upon joining the Group, or as compensation

for loss of office (2015: Nil).

FAAREEILER L& H
AL XERBE - (ERIMARE
B3R N BR RS 2 B K MR A BB
B(ZF—0%F:8)-

HERERREERERAT / ZF —"FEFR
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

>
14. PROPERTY, PLANT AND EQUIPMENT 14. Y% BERRKRE
Leasehold
improvements,
furniture, office
0il Plantand  equipment and
Buildings properties machinery  motor vehicles cp Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RENELE-
B BORE
B3 RhEE BERES kRE ERIR @it
FHL T FiET T T T
At 1 January 2015 RZE-1%-A-H
Cost KA 135,279 447,150 315,356 32,491 10,676 940,952
Accumulated depreciation and impairment ~ 23HTE RE (91,755) (355,362) (244,034) (27,225) (7,712) (726,088)
Net book amount EAFE 43,524 91,788 71,322 5,266 2,964 214,864
Year ended 31 December 2015 HE-Z-1F
TZAZT-ALEFE
Opening net book amount FNEEFE 43,524 91,788 71,322 5,266 2,964 214,864
Acquisition of subsidiaries (note 37) R B AR (M337) - - 1,161 1,039 310,582 312,782
Additions NE - - - 59 - 59
Transfer from CIP BREERIRE - 27 - - (227) -
Disposals HE - (290) - (204) - (494)
Exchange differences ErzE (5,147) (4,094) (7,865) (110) (371) (17,587)
Depreciation (note 8) & (itsts) (4,360) (10,519) (24,556) (3,785) - (43,220)
Impairment loss HER#E (22,485) (32,617) (25,713) (494) (1,152) (82,461)
Closing net book amount EREEFE 11,532 44,495 14,349 1,771 311,79% 383,943
At 31 December 2015 and 1 January 2016~ RZZ-HF+ZA=1—H
EZE-R5-A-H
Cost A 128,733 425,733 301,258 27,420 320,386 1,203,530
Accumulated depreciation and impairment R T ERAE (117,201) (381,238) (286,909) (25,649) (8,590) (819,587)
Net book amount REFE 11,532 44,495 14,349 1,771 311,796 383,943
Year ended 31 December 2016 HE-Z-5F
TZR=t-BLEE
Opening net book amount ENREFE 11,532 44,495 14,349 1,771 311,79 383,943
Additions RE - - - 1,296 599,687 600,983
Disposals e - - - (390) - (390)
Exchange differences ERES (568) (3,209) (336) (107) (50,655) (54,875)
Depreciation (note 8) FE (Mits) (4,146) (5,842) (4,562) (176) - (14,726)
Impairment loss REEE - (10,641) - (278) (105) (11,024)
Reversal of impairment loss AEREER 6,536 - 8,128 584 101 15,349
Closing net book amount FREEFE 13,354 24,803 17,579 2,700 860,824 919,260
At 31 December 2016 RZB-RE+ZA=1-H
Cost PES 120,005 396,870 280,908 26,846 869,513 1,694,142
Accumulated depreciation and impairment ~ £5r T E RAE (106,651) (372,067) (263,329) (24,146) (8,689) (774,882)
Net book amount REFE 13,354 *24,803 17,579 *2,700 *860,824 919,260
* Balance of HK$25,696,000 (2015: HK$46,167,000) included in * 5T A\ % % # 8Y 4 #225,696,000% 7T
these amounts represents property, plant and equipment relate (ZZ—H%F :46,167,000/%8 70 ) A HLEH
to the Songliao Contract entered into with the State-owned EEMITLRNESNBBENYE W
Enterprise. B R &
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For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

14.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Buildings are located on the prepaid land lease payments in the
PRC (note 15).

Qil Production:

During the year, provision for impairment loss of oil properties,
furniture, office equipment and motor vehicles and CIP
relating to the Oil Production CGU of HK$10,641,000 (2015:
HK$32,617,000), HK$278,000 (2015: HK$494,000) and
HK$105,000 (2015: HK$732,000), respectively, were recognised
in profit or loss to write down to their recoverable amounts
due to the decrease in the projected crude oil prices and
amendments to the drilling and extraction schedules, totalling
HK$11,024,000 (2015: HK$33,843,000) (note 17(ii)).

Supply of Electricity and Heat:

For the purpose of impairment testing as at 31 December 2016,
the recoverable amount of property, plant and equipment
and prepaid land lease payments relating to the supply of
electricity and heat business (the “Electricity and Heat CGU")
was determined based on fair value less costs of disposal. This
is a non-recurring fair value which has been determined by
income approach, and is therefore within level 3 of the fair
value hierarchy. The key assumption used by management
to determine the fair value less costs of disposal is that sales
of the Sunlight Group (i.e the Electricity and Heat CGU) at a
cash consideration of HK$1.5 million which was subsequently
completed in March 2017, details of which are set out in note
45.

14.

ME - BERSEE &)

o

BFEMRPE BN EERE (T
15)

[ V=E

FRN - BEHEERRESESL BN A M
E-RGH - MARERAE UERERE
TREMBEBERES A A10,641,000
BT (ZZ—FHF:32,617,0008 T)
278,0008 7t ( —ZF — A : 494,000
P& 70) &105,0008 L (Z & — A F -
732,000/ 7C) - TR ERERUAMBZER
TEHA R MBS T Bk REFT I K FIRE
EREEMHITRE S5 E 11,024,000
T (—Z— R4 :33,843,000087C) (FisE
17(ii)) e

RMEHE:

&

MR -_ZE—XRNE+_-A=1+—B2ZHE}"
HAME AHREHEEXR ([ABHCE
EBA)Z2ME BEREEREMN 1
FAEFIER A U B S 58 iR A FER HEK
RET - W ABIEEUERNFE HEBK
ANEZETE TBRAFESER Z2E=H-
ERERREETAFERBIEN AN ES
R % J9 LA1,500,0008 T &R EHEF
EE (ABHESEESEMN)  HEN =
T—+F= A5 FFIEERANFELS -

ERERREERERAT / —T - FFR
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For the year ended 31 December 2016 HE —Z— A F+_A=+—HILFE

14.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

14. VE- -BERSZRE &)

2016

HK$’'000

—E-RE

TERT

Consideration RE 1,500

Less: Estimated cost of disposal A ET B R (1,080)

Estimated fair value less cost of disposal HET A FER S SRR 420

Gross up by 60% (being the Company’s equity R LAB0%

interest in the Sunlight Group) (AR AMEAERE 2 RAREZ) 700
Less: Net liabilities of the Sunlight Group W RAEEERR_-_T—RF

as at 31 December 2016 +-_A=+—HBzEEFHE (16,828)

Amount of reversal of impairment loss WEBERESRE 17,528

As a result, reversal of impairment loss of buildings, plant
and machinery, furniture and office equipment, CIP and
prepaid land lease payments (note 15) of HK$6,536,000,
HK$8,128,000, HK$584,000, HK$101,000 and HK$2,179,000
respectively were recognised in profit or loss to reflect their
recoverable amounts (2015: impairment loss of buildings, plant
and machinery, and CIP of HK$22,485,000, HK$25,713,000
and HK$420,000, respectively).

As at 31 December 2016, the carrying amount of property,
plant and equipment of HK$31,360,000 was under the
Electricity and Heat CGU and was subsequently sold in March
2017 (note 45).

Oil and Liquefied Chemcial Terminal:

Net book value of CIP consists of an amount of
HK$860,373,000 (2015: HK$310,582,000) relating to the
Group's new oil and liquefied chemcial terminal facilities, which
are currently under construction which will be depreciated
once the property is completed and available for use. The
estimated cost to completion of the property, and to which the
Group is contractually committed, is HK$154,466,000 (2015:
HK$587,704,000). Additions include HK$55,165,000 (2015:
Nil) relating to interest capitalised during the year (note 7).

Net book amount of property, plant and equipment as at
31 December 2016 includes the net carrying amount of
HK$169,921,000 (2015: Nil) held under finance leases (note
27).
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JL%2,179,0008 LN 18 25 ME R A R B EL 7]
WEEB(ZE—HF BF BEREWK
RIERZITEMNRBEBED R A22,485,000
77T + 25,713,000 7T 420,000 7T ) °

R-ZE—XNE+-_A=+—18 W% ®E

B2 BRM{E31,360,0008 TRAER S
EXBENETMEER_ZT—tF= A%
& (HMY5E45) ©

I Am B gL T AR5 5E

fEE T2 R FE 2 15860,373,000/%8 7T
— & — A% :310,582,000/8 T ) EALEE
¥omm AR R T RIS ER AR SR
B RIDARTER B YRR I AR T
E-TRYE(AEEHLREEHEE)
B (A 5T AR 7R 5154,466,00008 T (—Z—F
% : 587,704,000 7T) < MBIFEFAHNE
AL F B HERHY55,165,0008 7T (—E—Hh
Fom) (MFsE7) -
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For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

15.

PREPAID LAND LEASE PAYMENTS 15. BB ERIE
These represented the Group’s interests in leasehold land ZEFERRASENPRFE 2 BIETE
and land use rights in the PRC, held without a specific term. e R L ME AR s R
Changes to the carrying amounts presented in the consolidated REMBRAKEY 2 EEEZS R mnm
statement of financial position are summarised as follows: I
2016 2015
HK$’000 HK$'000
ZE-XRF —ZT-RF
FH&xT FHET
Opening net carrying amount FYEEFE 3,132 11,263
Exchange differences N =5 (212) (1,346)
Amortisation (note 8) H (KEE8) (646) (679)
Impairment loss DERENSEi - (6,106)
Reversal of impairment loss B EREEE 2,179 -
Closing net carrying amount FREEFE 4,453 3,132
For the year ended 31 December 2016, reversal of impairment HEZZ-—RE+t-A=1+—RHLFE"
loss relating to the Electricity and Heat CGU of HK$2,179,000 HAERSELAEMABNREEEBERD
was recognised in profit or loss to reverse to their recoverable 2,179,000 TR IBm R - AR Z= A ]
amounts (note 14). U El 45 (MizE14) -
All prepaid land lease payments were under the Electricity and FRERN THHERENRAETREEE
Heat CGU and was subsequently sold in March 2017 (note 45). BUBETRHEER-Z—+tF=AHHE
(Ht3E45) ©
16. SEA AREA USE RIGHTS 16. BIEHERARE
2016 2015
HK$'000 HK$’000
—E-XREF —ET-RF
F#ET FHET
Opening net carrying amount FAREFE 116,602 -
Acquisition of subsidiaries (note 37) U BE BT B~ A (B 5E37) - 116,602
Exchange differences PEH =% (7,789) -
Amortisation (note 8) By (PF7E8) (2,446) -
Closing net carrying amount FREMFE 106,367 116,602
Current portion (included in BUHRE o (T ATER FRIBE - & &
prepayments, deposits and Ko B A ORI (B EE19) )
other receivables (note 19)) (2,380) (2,380)
Non-current portion FE BN EAEB 55 103,987 114,222

ERERREERERAT / —T - FFR
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

16.

SEA AREA USE RIGHTS (continued)

Sea area use rights were acquired through acquisition
of Shandong Shundong Port Services Company Limited
(“Shandong Shundong”) in 2015 and represent prepaid
operating lease payments for maritime space in Shandong,
the PRC. The fair value of sea area use rights as at the date of
acquisition was valued by an independent valuation firm. The
valuation was based on income-based approach and the excess
earnings method was adopted.

Key assumptions and parameters of the valuation as at the date
of acquisition were as follows:

2017

3.6 million tons
RMB751,000,000
Discount rate 14%

Expected commencement of production
Annual production capacity
Capital expenditures

Sea area use rights are assessed for impairment when facts and
circumstances suggest that the carrying amount of sea area use
rights is less than its recoverable amount.

In October 2016, the Group entered into the conditional lease
agreement relating to port and storage facilities in which the
rent payable by the lessee to the Group is RMB125 million
(approximately HK$145 million) per annum and the initial
term of the lease is for five years running from 1 April 2017
to 31 March 2022 (subject to further renewals). On 7 March
2017, approvals from the Company’s shareholders have been
obtained, details of which are set out in the Company's circular
dated 17 February 2017.

The entire sea area use rights of HK$106,367,000 (2015: Nil)
were pledged for the Group's finance lease liabilities (note 27).
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For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

17.

INTANGIBLE ASSETS

17. BEFREE

Exploration Interests in
and oil production
evaluation sharing
assets contract Total
HK$'000 HK$'000 HK$'000
(note (i) (note (ii)
BHER EREEAE
TEEE Bz ER @t
AL AT BT
(FIEEG)) (F%EGi))
At 1 January 2015 R-ZE—HF—A—H 1,223 970,001 971,224
Amortisation for the year (note 8) AEZHE (HEs) (27) (4,365) (4,392)
Impairment loss REEBE (506) (408,448) (408,954)
Exchange difference EHER (57) - (57)
At 31 December 2015 and 1 January 2016 RZE-RAE+-A=+—-HEK
—Z-"%¥-A-H 633 557,188 557,821
Amortisation for the year (note 8) AEZHE (M) (14) (1,449) (1,463)
Impairment loss HEBE (85) (166,853) (166,938)
Exchange difference [ERZE (336) - (336)
At 31 December 2016 RZE—R"E+-ZA=+—H 198 388,886 389,084
* These intangible assets of HK$389,084,000 (2015: * ZE | & E389,084,0008 L (=&
HK$557,821,000) relate to the Songliao Contract entered into —F % :557,821,000/870) EEADE
with the State-owned Enterprise. FRETSMNEA #IFERE -
Notes: M5

Exploration and evaluation assets

These are mainly classified from exploration and evaluation
assets arising from the Oil Production segment when the
technical feasibility and commercial viability of extracting the
oil resource had been determined and that the commercial
production commences are recognised initially at cost. The
valuation does not take into consideration of the legal case
as described in note 3(a)(i). Should Mr. A be found guilty, the
Group may not be able to exercise its rights under the Songliao
Contract and the Intangible Assets may be derecognised
accordingly.

U] MR EEE

ZEBENEE RO MERZ B &
BRATERFIGEREER T BH)
REEBMDBZWRRFEEELETS
B MR ER - AN R E B H
FE3(a)()FT il 2R R R o H AT A
BRI ANEE A AL EAIT R BN AR
BHIET ZHERN - Mz S BV E E R G
SHRBEURER -

ERERREERERAT / —T - FFR
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For the year ended 31 December 2016 HZ =% —

RNETZA=+—BHIEFE

17.

INTANGIBLE ASSETS (continued)

Notes: (Continued)

(i)

Interests in oil production sharing contract

These were recognised at fair value on business combination
and are charged to profit or loss on unit of production method.
Details of the oil production sharing contract are set out in note
33.

For the purpose of impairment testing as at 31 December 2016,
the recoverable amount of property, plant and equipment,
exploration and evaluation assets and interests in oil production
sharing contract relating to the oil production operations in
the Songliao Basin, lilin, the PRC (the Oil Production CGU)
was determined based on value-in-use calculations, which are
derived by using discount cash flow analysis. The discount cash
flow analysis uses cash flow projection for a period of 15 years
up to 2031 (2015: 16 years up to 2031) with a growth rate of
3% (2015: 3%) for direct cost and cash expenses. The growth
rate reflects the long-term average growth rate for the country
in which the entity of the Oil Production CGU operates. The
pre-tax discount rate used to determine value-in-use in 2016 is
18% (2015: 19%).

In order to determine the recoverable amount of the Oil
Production CGU, management made reference to the valuation
report on the Group's oil production sharing contract together
with other variables and assumptions related to the operations.

17.

BmILEE (@)

BfeE: (&)

(i)

EREBAZANZER
RERBIMEBAH 2 ATEER X
VA EE B (R B B s RN  BEm 2%
/\?El %@Znil\zﬁﬁ/\ﬁﬁuf33 ©

BRZE—R"F+_A=+—HZHE
BARME AEPRESHMRERMNE
MEB (ERRESEEBEN) 2ME.-
i R sRE ~ BIR AT B B R
BHREEHZEZZAIREEHERR
TREAFEERTRRERES N
HE-HRBeRESIMERBE_Z
=—F T AFHE(ZE—hE H
F_F :*fﬁﬂi‘f’/\fﬁﬁﬁﬁ)ziﬁﬂiﬁ
A BEEXARReRAIZ ZIERE
A3% (ZZE—RF:3%) - EEERY
ERRCEFENEERLCENMTERR 2
REPFHERE R REANUE
EERAEBAEZRBATEREER18% (=
T—HF:19%) e

RETEBRASEAEM 2RO ®
HOERE2ERMASEEBRERL
%mﬁZﬁﬁﬁiiﬂﬁﬁﬁﬁﬁﬁm
BHERBEMET MHRASTEHE

Key assumptions used for discounted cash flow calculations are HNEEREWT :
as follows:
2016 2015
= Atia “T-RF
Pre-tax discount rate W 0 Al 4T 2R R 18% 19%
Growth rate BERX 3% 3%
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17.

INTANGIBLE ASSETS (continued)

Notes: (Continued)

(i)

Interests in oil production sharing contract (Continued)

Key assumptions also include budgeted gross margin based
on past performance, estimated crude oil reserve of technical
report and management expectations of market development.
The discount rate used is pre-tax and reflects specific risks
relating to these intangible assets.

During the year, total impairment loss of HK$177,962,000
(2015: HK$442,797,000) has been identified for the Oil
Production CGU and is charged pro rata to the assets related to
the Oil Production CGU. Impairment loss in respect of property,
plant and equipment, exploration and evaluation assets and
interests in oil production sharing contract of HK$11,024,000
(2015: HK$33,843,000) (note 14), HK$85,000 (2015:
HK$506,000) and HK$166,853,000 (2015: HK$408,448,000)
respectively, were recognised as expenses in profit or loss as the
assets’ carrying amounts exceed their recoverable amounts.

As results of decrease in the projected crude oil prices
and amendments to the drilling and extraction schedules,
the carrying amount of the Oil Production CGU has been
reduced to its recoverable amount of HK$414,780,000 (after
impairment) as at 31 December 2016, any adverse change in
the key assumptions used to calculate the recoverable amount
would result in further impairment losses. The valuation does
not take into consideration of the legal case as described in
note 3(a)(i). Should Mr. A be found guilty, the Group may not
be able to exercise its rights under the Songliao Contract and
the Intangible Assets may be derecognised accordingly.

17.

BILEE (&)

BfsE: (&)

(i)

L

EMEBRZAN 2R (F)

TERBRNBERBBERENEEZ
BHEEMNE Bl HRE 2 G Rm#EE
NREBERBZTHER - MEBFH
KB MRREZEBVEAER
B2 ERR -

FR-EREHRSEEBMHANAE
EEIBREL H177,962,00074% T (=
T — R4 :1442,797,0008 L) » W #*
s AR ERRGELSENZE
E-AEME BERRZXE BRKT
HEEREBREBRZAOIEED
REEE D RIA11,024,0008 T (=%
— A4 :33,843,000870) (MsE14) -
85,000/ 7t (= Z — A 4 : 506,000/
JT) % 166,853,000/ 70 (ZF— A & :
408,448,000/ 7T ) - AR E EREER
MERKRECEMRERER R -

A TE B R (B8 N K IS 5T S 4R K 59
KERERXR RZE—AF+ZA=+—
B EhARSELEMZREEER B
ZH A Y E & 58414,780,0007% 7T (40
BB E®R) AT E R e &
FERBMERERMAFEE  19GE
B — S L BFERBE - HELRERE
B 53 (@) () AT it 2 R R - BAKL A
HIEE AR AEE A A EIETTEE N
BEEHNET RN MzS8EREE
BeZMEERUEER ©
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18.

TRADE AND BILLS RECEIVABLES

18. BRBEZKREARRE

2016 2015

HK$'000 HK$'000

—E-XRF —ZT—RF

FET FET

Trade receivables U E 5ER1A 28,484 30,545
Bills receivables MR IE 220 3,540
28,704 34,085

The Group normally allows trading credit terms ranging from
30 to 120 days (2015: 30 to 120 days) to its established
customers. Each customer has a maximum credit limit. For
certain customers with long established relationship and good
past repayment history, a longer credit period may be granted.
Trade and bills receivables are non-interest bearing.

Ageing analysis of trade and bills receivables, based on the
invoice date, is as follows:

REB-—MAETEELHEREZETF30E
0AESEEH(ZE—AF:308F
1208) HEABEFPRBEELR -HET
EREVEHEREEARTEREENER
Fis AEREEBRENEESR BRE
SRERZET T E -

ERESEEREEREZZEHZERE
DU :

2016 2015

HK$000 HK$'000

—E—XF —E—hF

FTET THETT

1 -90 days 1£290H 10,418 13,600
91 — 120 days 91£120H 47 -
121 - 365 days 121£2365H 80 12,463
Over 365 days 3658 A = 18,159 8,022
28,704 34,085

At 31 December 2016 and 2015, there were no trade and bills
receivables that were individually determined to be impaired.
The Group did not hold any collateral over these balances.
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18.

TRADE AND BILLS RECEIVABLES (continued)

Ageing analysis of trade and bills receivables that are past due
but not impaired are as follows:

18. EWESRERERE &)

CRRERREZEKREZRBERRREZ
FREC DT :

2016 2015

HK$'000 HK$’000

—E-REF —ZT—AF

F#ExT FET

Over 60 days past due but not impaired 8 HI60H M E1B I KIFE 18,239 20,485

As at 31 December 2016, trade and bills receivables of
HK$10,465,000 (2015: HK$13,600,000) were neither past
due nor impaired. These related to the different customers for
whom there was no recent history of default.

Trade and bills receivables that were past due but not
impaired related to the local government and all were under
the Electricity and Heat CGU. Based on past credit history,
management believed that no impairment allowance was
necessary in respect of these balances as there had not been a
significant change in credit quality and the balances were still
considered to be fully recoverable. The Group did not hold any
collateral in respect of these balances.

As at 31 December 2016, trade receivables of HK$25,946,000
was under the Electricity and Heat CGU and was subsequently
sold in March 2017 (note 45).

RZE-—R"RF+=ZRAR=+—8"
10,465,000 L (=& — R F :
13,600,000 7T ) FEURE S BRIB R EIHE I
EEMmHA R RE R ERE T HITHEEL
R TREFEAR-

SRBERRREZERESEREREE
HEMBTER AOURAETREESL
BURET - REBEIEELE ANEER
BRUESAEHEZEERIDBTRIER
BEEE AL EREEMEE BAS%E
BEAEHERERE ANEBELERZEHS
R A ER -

R-ZE—RE+_A=+—H BKES
#R1825,946,0008 TR A ER S EE BN
BTREBA-_ZE—+FE=AWHEE (K
5T45) °
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19. PREPAYMENTS, DEPOSITS AND OTHER 19. AARE - RERHEMENR
RECEIVABLES MIE
2016 2015
HK$'000 HK$'000
—E—RF —E-1F
FExT FAET
Current BPHA
Prepayments TEfT IR 45,662 60,670
Deposits (note i) e (M) 312 30,314
Other receivables (note ii) o 4th i sk IE (B 5T 30,409 4,295
Current portion of amortisation of I RS S 2 BN AR &
sea area use rights (note 16) (FF3E16) 2,380 2,380
78,763 97,659
Non-current JEENHER
Deposits for construction in progress ERIEZES 11,654 -
Deposits (note iii) & (MFEii) 1,650 -
Other receivables H b pE UK SRR 3,737 -
17,041 -
Notes: B 5
(i) As at 31 December 2015, included in the amount was a (i) RZE—RAF+_A=+—H %%

refundable deposit of HK$30,000,000 paid for the proposed
acquisition and had been refunded in 2016.

(i) As at 31 December 2016, included in the amount was a
receivable of HK$6,600,000 from an employee of a subsidiary
of the Company which is used for the pledge of bills payables
(note 23) and will be refundable once the bills payables are
settled in 2017.

(iii) As at 31 December 2016, included in the amount was a
refundable deposit of HK$1,650,000 paid for the bank loan of
HK$165,257,000 (note 25) and will be refundable upon the
expiry of the bank loan in October 2018.

As at 31 December 2016, prepayments, deposits and other
receivables of HK$44,669,000 was under the Electricity and
Heat CGU and was subsequently sold in March 2017 (note 45).
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EREREZBE SN 2ATRERS
30,000,000/ T WE KR ZZE—~FR

(i) RZTE—R"F+ZA=Z+—A %&8
BREBRARR—EHEBAR—%EE
2 JE W BE 786,600,000 7T % B 78
FREEMNZHR 2ER (K 23) £
RIE—+FENEREERR

R

(iif) RZE—RNEFE+-A=+—8 Z%&HE
B 45 Bt 88 17 B 38165,257,0007% 7T (M
FT25) X 2 AR & &2 ©1,650,000/%8
T WHEREZBITERR - N\F+
B R H R R 8 o

R_E—RNFE+_A=+—8 BHER
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20.

21.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

These represented investments in the listed equity securities

held for trading purposes. The balances at the reporting
dates are stated at fair values which have been determined by
reference to their market prices at the reporting dates.

PLEDGED BANK DEPOSITS AND CASH 21.

AND BANK BALANCES

20.

URPEFABSRZMBEE

ZEBEEA/NC LTRBES ZKRE
FIER Mg AR WmE AR ZHBERA
FEEZH AFESREANBSEHZT

EEARTERURRES KRR
1THERF

2016 2015
HK$’000 HK$'000
—B-XF —T-h%F
FHET FAT
Cash and bank balances R MRITHER 190,393 238,260
Short-term deposits RHETER 5,500 -
Total cash and bank balances as stated in 81 %Ak R R WFTFIE & &
the statement of financial position RITHETFRRE 195,893 238,260
Short-term deposits with an original JREEAERMR B 38 = & A 2 %2 B3 K
maturity of more than three months (5,500) -
Cash and cash equivalents for the REIRERERZ
presentation of the statement of cash ReRAEEEIEE
flows 190,393 238,260

Pledged bank deposits as at 31 December 2016 and 2015
earned interest of 0.35% to 0.50% per annum. Cash at banks
earns interest at the floating rates based on the daily bank

deposits rates.

As at 31 December 2016, included in the pledged bank
deposits and cash and bank balances of the Group were
approximately HK$42,921,000 and HK$187,574,000
respectively (2015: HK$22,000 and HK$140,969,000
respectively) of bank balances denominated in RMB placed with

the banks in the PRC.

RZE—RERZE—RAF+ZA=1T—
AZEEBRITHERIEFNEIS%E
0.50%FT B - RITEHFRIBEZFHRITER
M RIZZEF R B -

RZE—-—RE+_A=+—H AEEE
BRI ERUARBRES RBTETFEER
WMAFREZRBITUAAREHE ZRITE
1# 7 Bl #942,921,0007% 7T }.187,574,000
BIL(ZE—RF 5 5]/522,000% T &
140,969,000/ 7T) °
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21. PLEDGED BANK DEPOSITS AND CASH 21. EEARTERAUARRERR
AND BANK BALANCES (continued) T&EF )
RMB is not freely convertible into foreign currencies. Under the ARETEEEHLRRBINE - REBEFREH
PRC's Foreign Exchange Control Regulations and Administration CONEBIBIGRA) K CHEE - SE KT E
of Settlement and Sales and Payment of Foreign Exchange BEBRTE) AEBEAFEBAERBEETI
Regulations, the Group is permitted to exchange RMB for EEK ZIRITIHARBLIRAINE -

foreign currencies through the banks that are authorised to
conduct the foreign exchange business.

As at 31 December 2015, certain bank accounts with a RZE—HEF+-A=+—H KELHE
carrying amount of RMB500,000 (equivalent to approximately A AR #500,0007T (8% 7 49590,000
HK$590,000) were frozen by the court in Taiyuan City. The BIT) A TIRTERP B ARRM AR R
forzon order made by the court has been released during the HoEERMRESERFENRER -
year.

As at 31 December 2016, cash and bank balances of RZTE—R"F+A=1+—H8 RERIR
HK$194,000 was under the Electricity and Heat CGU and was TTHTF194,0008 T R EAAER S ELESE
subsequently sold in March 2017 (note 45). ETREER-_Z—tEF=ZARHE

(Fff5£45) -

22. TRADE PAYABLES 22. BNESRE

Trade payables were non-interest bearing and are normally ENESHRERESRBERCR (ZF

settled on 60 days (2015: 60 days) terms. —hF:60H)NEH -
Ageing analysis of trade payables, based on the invoice date, is ENEZRBREZERAHZERS T

as follows: e
2016 2015
HK$’000 HK$'000
ZE-RE —ZE—h%F
FERT FET
1 -90 days 1£290H 2,068 3,164
121 - 365 days 121&E365H 1,174 5,218
Over 365 days 365H A 7,225 2,790
10,467 11,172
All trade payables were under the Electricity and Heat CGU and FIERNESRBEIINASHEEESEN
were subsequently sold in March 2017 (note 45). EHNERHER-_Z—+F=AREE (W
45) o
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23. BILLS AND OTHER PAYABLES AND 23. BENEBRHEMEBEARIENUR
ACCRUALS FEsHRIE
2016 2015
HK$'000 HK$’000
—EB-REF —ZT—AREF
FHET FAT
Current: ENER :
Construction cost payables FEAT RS AR 319,177 315,200
Deferred government grants BT B 660 708
Bills payables JERT & 55,000 -
Other payables o fE T FRIE 41,994 30,459
Amount due to a shareholder (note (i) JEN —Z IR R e mE (MEsEd)) 1,325 1,300
Other tax payables H b fER B 1R 8,407 5,194
Accrued salaries and pension costs FEET & KRR &K A 16,606 12,197
Accruals JE&H IR 5,540 18,771
448,709 383,829
Non-current: FEENE
Amount due to a related company of FERTIEIERR AR R 2
a non-controlling shareholder — B RAEE A B 2 FE (MEEEG))
(note (ii)) 31,128 -
Other payables (note (iii)) H b B 3138 (BT aE(Gin) ) 8,405 -
39,533 -
Notes: M5
(i) These are unsecured, interest-free and repayable on demand. (i) ZEFRBRERR RENARERE

= ©

Al

(ii) This is unsecured, interest-bearing at 5% per annum and (ii) ZREAEER EFAE%ITBER
repayable on 31 March 2018. AR _E—)\F=ZA=+—HEE-

(iii) Other payables are unsecured, interest-free and repayable in (iii) Hitn I REAEER  2EREARZ
March 2018. Z-NF=ZAEE-

As at 31 December 2016, other payables and accruals of RZE—R"F+ZA=+—8 HMER

HK$31,998,000 were under the Electricity and Heat CGU and SRIE M FEEF5XI831,998,000/8 L IR EVE

were subsequently sold in March 2017 (note 45). ReEFEBEUENREER-_ZT—tF=

A& (H5E45) -
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24. AMOUNTS DUE TO NON-CONTROLLING 24, BEANFERBRRANIE
SHAREHOLDERS
2016 2015
HK$'000 HK$'000
—E-XF —E—RF
FExT FAET
Current: EPER :
Due to non-controlling shareholder A FEAT IEIE R IR AR
(notes (i) and (iv)) (Bt sEG) R (iv) ) 16,080 17,196
Due to non-controlling shareholder B JE AT IE 15 AR AR R BFRIA
(note (i) (B 3EG)) 66 -
Due to non-controlling shareholder B JE A IS AR IR B FIA
(note (ii)) (B Gy ) 5,886 3,736
22,032 20,932
Non-current: JEENER
Due to non-controlling shareholder B JE AT I AR AR R BFRIR
(note (i) B Gy ) 39,027 -
Due to non-controlling shareholder C JE A< FE AR IR SR CRRIA
(note (iii)) (B 3 Gy ) 15,605 -
Due to non-controlling shareholder D FEAT IEFE R IR DR
(note (iii)) (Bt & (i) ) 23,407 -
78,039 -
Notes: Bt 5
(i) These balances are unsecured, interest-free and repayable on (i) ZEETARERR 2B RARENRE
demand. &
(ii) These balances are unsecured, interest-free and repayable on 29 (if) REHTREER 2EREAER-ZE
December 2017. —tF+ZA=Z+BEE-
(iii) These balances are unsecured, interest bearing at 5% per (iii) REETFREER BRFMNES%TE
annum and repayable on 31 March 2018. FERZE—N\F=ZA=+—HHEE-
(iv) This balance was under the Electricity and Heat CGU and was (iv) REBRTRAERESEABNE IR
subsequently sold in March 2017 (note 45). EgR —_ZE—+F=A%EE (M
45) -
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25. BANK BORROWINGS 25. RITER
2016 2015
HK$'000 HK$'000
—E-RE —E—ARF
TET TFET
Current BIHA
Bank loans, unsecured (note (i) IRITE R |IEE (HFEG)) 49,370 41,300
Non-current JE BN AR
Bank loans, unsecured (note (ii)) IRITE - &I (MREG)) 165,257 -
214,627 41,300
Notes: B3
(i) These are denominated in RMB, charged at a fixed interest rate (i) ZEEFRAAREE  ZEE X

of 12.35% (2015: 12.35%), guaranteed by independent third
party and originally due in December 2015. Theses were under
the Electricity and Heat CGU segment and were subsequently
sold in March 2017 (note 45).

(ii) This bank loan was denominated in RMB, charged at a fixed
interest rate of 14.00%, guaranteed by independent third party
and due in December 2018.

(i)

12.35% (ZZE—AF :12.35% )&t
S WHBIE=FEER TRER
AT+ AR -REERIIR
RERSELBMNOEBETIREERZ
T+ F=ABHE (HF5E45) ©

/

ZERITERUARBE  ZEEF
K14.00%:1 B WARIBE L HE = H1EE
R IR N\F+=ZAFH-
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26. OTHER BORROWINGS 26. HhER
2016 2015
HK$°000 HK$'000
—E-XRF —ZT—RF
FHET FET
Current: EPER :
Obtained from the independent third BNEBIFE =7
parties:
Loan B, unsecured (note (i) BB S () 5,500 5,682
Loan C, unsecured (note (i) E§%KC AR AR (M EEG)) 990 1,107
Loan D, unsecured (note (i) BERD - S (H3EG)) 15,059 15,734
Loan E, unsecured (note (i)) ESRE - EEA (MIFEG)) 1,540 1,670
Loan F, unsecured (note (i)) E R | (REG)) 1,197 1,584
Loan G, unsecured (note (i) EG EEA (MEEG)) 3,883 4,195
Loan J, unsecured (note (ii)) Bk EEE (K EEG)) 40,370 -
Loan K, unsecured (note (jii)) QUAK IR (P REG) ) 33,000 -
Loan L, unsecured (note (iv)) Bl EmEAE (K EGv)) 26,235 -
127,774 29,972
Non-current: JEBNER !
Obtained from the independent third ENEBIFE =7
parties:
Loan H, unsecured (note (v)) BERH - S (W) 9,729 9,675
Loan I, unsecured (note (v)) B EEE (W) 2,787 2,858
12,516 12,533
(i) These loans were interest-free and were originally agreed to be (i) ZEERRRBBVIFRER=_Z—R
repaid in July 2016. FLAEE-
(ii) The loan is charged at 5.072% interest per annum and (ii) ZEFTIRFRNEK5072%F B W AR =
repayable on 31 October 2017. T—+F+A=Z+—HEE-
(iii) The loan is charged at 15% interest per annum and repayable (iii) ZEFRFFEIS%T EXAR-T
on 17 November 2017. —tF+—A++tHEE-
(iv) The loan is charged at 3% interest per annum and repayable in (iv) ZERBRFMNEI%FELBER T
January 2017. —tF—-RAEER-
(v) As at 31 December 2016, these loans are interest-free and (v) R-ZE—RF+-A=+—8 %EEH
repayable in July 2018 (2015: July 2017). RERE W E’\‘ff NFELRAEER

(ZZ—RF —_Z—tF+tAH)-
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26.

27.

OTHER BORROWINGS (continued)

During the year ended 31 December 2016, effective interest
rates of the loans were 6.18% (2015: 8.58%) per annum.

As at 31 December 2016, the Group has renegotiated with the
lenders on loans H and | (2015: loans H and 1). The directors
consider that such revisions do not represent a substantial

modification of the original loan and accordingly, the effective
interest rates have been adjusted at the date of modification.

26.

Hi B @)

HE—_Z—A~NE+-_A=+—RHIEE"
ZEEFNERTR X A6.18% (ZF
—RF:858%)

RZE-—RFE+A=+—H0 K&EEHH
EFRARERHRI (ZF—RF : EXHR
DETEHRER - EFRR RFETAL
TREXNBELRBER - B ERF X
ERENE BIEHTE-

FINANCE LEASE LIABILITIES 27. MEAERE
2016 2015
HK$000 HK$'000
—EB-RE —E—RF
FHET FAT
Total minimum lease payments: BEHEENRERE:
Due within one year H—F RN E|H 51,480 -
Due in the second to fifth years REZ_EZFHFEH 105,600 -
157,080 -
Future finance charges on finance leases EEEE 7 KRFEE A (25,080) -
Present value of finance lease liabilities FIEREGE 2 IRIE 132,000 -
2016 2015
HK$'000 HK$’000
—E-AF —T—hfF
F#&xT FAT
Present value of minimum lease BREEENREEZRE:
payments:
Due within one year N —F AR E 37,960 -
Due in the second to fifth years REBE_EFAFEIH 94,040 -
132,000 -
Less: Portion due within one year BRFARBABEET
included under current liabilities R—FRNEEZ &5 (37,960) -
Non-current portion included under FAERBARETZ
non-current liabilities JERNERER » 94,040 -
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27.

28.

FINANCE LEASE LIABILITIES (continued)

The Group entered into finance lease for various items of
plant and machinery, CIP under the Oil and Liquefied Chemical
Terminal segment. The lease runs for an initial period of three
years and does not have any contingent rental provisions. The
Group has the right to purchase the assets outright at the end
of the minimum lease term by paying a nominal amount.

Finance lease liabilities are effectively secured by the
(i) underlying assets as the rights to the leased asset would be
reverted to the lessor in the event of default by repayment by
the Group; (ii) sea area use rights (note 16); and (iii) paid-up
share of Shandong Shundong (note 35).

CONVERTIBLE BONDS

CB2 and CB4

According to the sale and purchase agreements dated 8 July
2007 and 8 April 2008, zero-coupon convertible bonds with
face value of HK$400,000,000 (“CB2") and HK$380,780,000
("CB4") will be issued on the fifth business day following the
date of receipt of mining licence in respect of the underlying
mine. CB2 and CB4 are convertible into shares of the Company
at the conversion price of HK$0.60 and HK$0.25 per share
respectively. As mentioned in note 3(a)(iii), as the exploration
licence was transferred without the Company’s knowledge,
consent or approval, the Company is now seeking for legal
opinion on this matter.

CB6 and CB7

In December 2010, the Company issued zero coupon
convertible bonds (“CB6") in the principal amount of
HK$526,880,000 as a part of the consideration for the
acquisition of China International Energy. CB6 bore no
interest and was matured on 31 December 2015. Any CBS6,
which remained outstanding on 31 December 2015, should
be converted automatically into the shares of the Company
at the conversion price of HK$0.08 per share (subject to the
standard adjustment clauses relating to share sub-division,
share consolidation, capitalisation issues and rights issues). As
described in note 3(a)(i), in July 2015, the Company sought an
injunction against the holders of CB6 from completing and/or
procuring the conversion and/or transferring of CB6.
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For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

28.

CONVERTIBLE BONDS (continued)

CB6 and CB7 (Continued)

As a part of the consideration for the acquisition of China
International Energy, any CB7, which remained outstanding
on 31 December 2015, should be converted automatically into
the shares of the Company at the conversion price of HK$0.08
per share (subject to the standard adjustment clauses relating
to share sub-division, share consolidation, capitalisation issues
and rights issues). As described in note 3(a)(i), in July 2015, the
Company sought an injunction against the holders of CB7 from
completing and/or procuring the conversion and/or transferring
of CB7.

CB8

In September 2015, the Company issued approximately
1,898,734,000 convertible bonds (“CB8") in the principal
amount of HK$300,000,000 due in 2018. CB8 are
denominated in HK$, unsecured, bear interest at 5% per
annum and will be matured on the date falling on the third
anniversary of the issue of CB8. Interest will be payable on
the maturity date. Neither the Company nor the holders of
CB8 may demand early redemption of the CB8 in any event.
CB8 are convertible into the shares of the Company at the
holder’s option before maturity at an initial conversion price of
HK$0.158 per share (subject to adjustments).

The fair value of the liability components of CB8 was calculated
using market interest rate for an equivalent non-convertible
bond. The residual amount, representing the value of the equity
conversion component, was included in convertible bond equity
reserve in the owners’ equity.
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28. CONVERTIBLE BONDS (continued) 28. AIRARES (&)
CBS8 (Continued) nRBRELFEEN\RES (&)
CB6, CB7 and CB8 recognised in the statement of financial R IEARR R AR Z Al R EHE N
position are calculated as follows: BEH AIMRESFELHES RATBRRKRE

FE/\MEFFENT

CB6 CB7 CB8
HK$'000 HK$'000 HK$'000
CE: 23t EEY 3t ARRES
EAHES EtitEs ENS At

T T FHET FHET
Face value of convertible EETAUBRRESZEE
bonds issued 526,880 526,880 300,000
Proceeds of issue (fair value BT
on initial recognition) (ARERZATE) 342,557 342,557 300,000
Equity component EmEH D (342,557) (342,557) (87,358)
Liability component aERS - - 212,642
Movement of liability component EEHsEH
Movement of liability component for the years ended 31 BHE-_Z-RFER-FE-—HF+=ZA
December 2016 and 2015 is as follows: =T —HIEFEZBELHEEHWT:
2016 2015
CB8 CB8
HK$’000 HK$'000
—E-REF —T—HF
CE-3E AR EH
HN#ES FENHLEH
FHET FHET
At 1 January m—A—H 141,450 -
Issue of convertible bonds BT BMRES - 212,642
Transaction costs R KA = (3,934)
Exercise of convertible bonds TR AR ES = (76,526)
Imputed interest expenses (note 7) HENMSER (ME7) 26,634 9,268
Interest paid EAAFE (2,608) -
At 31 December w+=—A=+—8H 165,476 141,450
Current portion BN EAER & (10,232) (3,337)
Non-current portion FEBNEAER &> 155,244 138,113
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28.

CONVERTIBLE BONDS (continued)

28.

Movement of equity component

Movement of equity component for the years ended 31
December 2016 and 2015 is as follows:

ARRES (&)
BEHoEH

HEe_ZET—R"FrK-_ZE—HF+=-A
T+ —HUEFEZEZBIEHOT

CB6 CB7 CB8 Total
HK$'000 HK$'000 HK$'000 HK$'000

RRES RRES ARRES
FAMES ELHES ENHRES @zt
FHET TR THT AT
At 1 January 2015 RZZ—HF—HF—H 137,106 271,299 - 408,405
Issue of convertible bonds B BRES - - 87,358 87,358
Transaction costs R B KA - - (1,616) (1,616)
Exercise of convertible bonds I AR ES - - (31,439) (31,439)

At 31 December 2015, 1 January 2016 R=-ZF-HEF+=-A=+-8"
and 31 December 2016 —E-XE-A-HR

—E-Xf+=ZA=1+-H 137,106 271,299 54,303 462,708

The fair value of the liability component of CB8 at the date
of issue amounted to approximately HK$209 million. Interest

expense was calculated using effective interest method with

interest rate of 18.5% per annum to the liability component of

CBs.

In 2015, approximately 696,203,000 new ordinary shares in

aggregate were issued, at the conversion price of HK$0.158 per

share to the bond holders upon the conversion of CB8 (note

30). As a result, there was an increase in share capital and share
premium of HK$69,620,000 and HK$38,345,000 respectively in

2015.

RETH ATBRBRESFE/ \MEFAED
D2 A F{EXE209,000,000 7T ° Fl B &
BIREBFIRENFFE18.5% 7 Al
BEHBE \MWEHFEELDITE-

RZTE—RF ARERAIBREESEN
HEHEIT AR R REFRKR0.158%
TMESFRFA AEITE $£4696,203,000
REETEEAR (MIFE30) AN - R=_F—H
FRRA K A7 5 8 5 513 HN69,620,000/%8
7T %.38,345,0003% 7T ©
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29. DEFERRED TAX 29. EEBIE
Details of deferred tax assets and liabilities recognised and AEERBTFENCRRELERIBERE
movements during the current and prior years are as follows: ReEREEEHFFENAT:

Fair value Undistributed

Accelerated adjustment profit of
capital  on business foreign
allowances combination subsidiary Total
HK$'000 HK$'000 HK$'000 HK$'000
=)
mEE AR EBaHZ g PN
BB ATERR RO A Bt
FER FET FiET FiER
At 1 January 2015 RZZE—h%—H—H 60,217 (242,500) (7,488) (189,771)
(Charged)/Credited to profit or loss (BBRRNG) GFrABRE
(note 9) (F5E9) (1,701) 103,203 - 101,502
Acquisition of subsidiaries (note 37) W BEHT B N A) (BIE37) - (25,502) - (25,502)
Exchange differences [ERZER (2,577) - - (2,577)
At 31 December 2015 and RZE—RFF+ZA=+—H
1 January 2016 E-_E-RE—-F—H 55,939 (164,799) (7,488) (116,348)
(Charged)/Credited to profit or loss (BBRENG) GFrABRE
(note 9) (KiE9) (2,706) 42,583 7,488 47,365
Exchange differences B 5 = 28 (3,509) 1,705 - (1,804)
At 31 December 2016 RZB-X"E+=ZA=t-8 49,724 (120,511) - (70,787)
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29.

DEFERRED TAX (continued)

For the purpose of presentation in statement of financial
position, the following is the analysis of the deferred tax
balances for financial reporting purposes:

29. ERZEBIE (&)

HEFNPBRRRME AT A%
i 1F th B RIS R DA

2016 2015

HK$'000 HK$’000

—E—-XRF —E—hF

F&T FAT

Deferred tax assets 49,724 55,939
Deferred tax liabilities (120,511) (172,287)
(70,787) (116,348)

Pursuant to the PRC Corporate Income Tax Law, 10%
withholding tax is levied on dividends declared to foreign
investment enterprises established in the PRC effective from
1 January 2008. The Group is liable to withholding taxes on
dividends distributed by the subsidiaries established in the
PRC in respect of earnings generated from 1 January 2008.
As at 31 December 2016, the Group's PRC subsidiaries are
in accumulated losses position and no withholding tax is
recognised.

As at 31 December 2016, the Group has not recognised
deferred tax assets in respect of the loss of HK$49,776,000
(2015: HK$49,774,000) as it is not probable that future taxable
profits against which the loss can be utilised will be available
in the relevant tax jurisdiction and entity. The tax losses will be
expired within five years under current tax legislation.

As at 31 December 2016, included in the above net deferred
tax liabilities are deferred tax assets of HK$49,724,000
(2015: HK$55,939,000) arising from accelerated capital
allowance and deferred tax liabilities of HK$97,221,000
(2015: HK$139,297,000) arising from fair value adjustment on
business combination relate to the Songliao Contract entered
into with State-owned Enterprise (net deferred tax liabilities of
HK$47,497,000 (2015: HK$83,358,000)).

RIBHBEMCEMSHL AP BEKILZIH
BRETIRZBREAZI0%Z T E
BHR B _FENF-A—HEER-
REBERZEN DB Z M E AR
—EENF-A-RARELZBHNMDIK
ZREHREHAR - R_E—RF+-A
=t—R - AEEZTEMBRFAENZR
SHE TR A B8 N I B R SR SR O AR

R-EBE—XRNE+-_A=+—HB Xx&£EH
I 4E 5£49,776,0008 T2 BE (ZZE— A
F 149,774,000/ 7T ) MERIEE R I8 & FE -
AREERIER E R R EAEE AR RN
RERBAFESHZSEIBUERE 2
e AR BIBBRTHRBE A BEERE
BN AEFERE -

R-ZZE—RF+-A=+—H8"  LiUERX
RMEREFEVEMRE REES BWH
IR TR IE & EA49,724,0008 L (—E—Hh
£ :55,939,000/% 7T ) M BB B 1D S FTRE]
UMBEBANHAENERAHZ ATFEFE
Sl HMIEE R I8 B 597,221,000/ 7T (=
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B (&% 547,497,0008 T (T —HF:
83,358,000/87T) ) °

HERERREERERAT /| —T - FFR

149



NOTES TO THE FINANCIAL STATEMENTS

5 AR B R

For the year ended 31 December 2016 HE —Z— A "F+_A=1+—HBILFE

30. SHARE CAPITAL 30. BR&
2016 2015
—E-RE —h1F
Number of Number of
shares shares
‘000 HK$'000 '000 HK$'000
BRAEE OE ]
T i FTER Fhz FHEL
Authorised: EERA
Ordinary shares of HK$0.1 each BREEBEIIBLTBER
At 1 January and 31 December KR—R—B%
+-A=1+—H 5,000,000 500,000 5,000,000 500,000
Issued and fully paid: BEITRBERA:
Ordinary shares of HK$0.1 each FREAEBIBL LR
At 1 January R—A—H 3,049,705 304,970 1,984,085 198,408
Issue of shares upon placing (note (1)) REERETRR () - = 369,417 36,942
Exercise of convertible bonds and aEABRRES RETRY
issue of shares (note 28) (Bff3E28) = = 696,203 69,620
At 31 December R+=ZA=+—H 3,049,705 304,970 3,049,705 304,970
Note: B & -
(i) On 15 May 2015, the Company entered into a placing (i) RZTE—AFAA+AB ARFH

agreement with the placing agent, pursuant to which an
aggregate of 369,417,012 new ordinary shares were issued
at the placing price of HK$0.145 per share to independent
investors. This placement was completed on 12 June 2015 and
as a result, there was an increase in share capital and share
premium of HK$36,942,000 and HK$16,624,000 respectively
during the year ended 31 December 2015.

All issued new ordinary shares in 2016 and 2015 rank pari
passu with other shares in issue in all respects.
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31. RESERVES

(a)

Group

The amounts of the Group’s reserves and the
movements therein during the year are presented in the

consolidated statement of changes in equity.

Share premium

(i)

(if)

(iii)

(iv)

the difference between the combined net asset
value of the subsidiaries acquired pursuant to the
Group reorganisation in 2001, over the nominal
value of the share capital of the Company issued
in exchange therefor;

the premium arising from the capitalisation issue
in the previous years;

issue of shares of the Company at a premium net
of the transaction costs associated with the issue
of shares; and

amount transferred from other equity reserves
upon exercise of share options and conversion of
convertible bonds.

Capital reserve

Capital reserve mainly arose from the Company’s capital

reorganisation in 2005 and represented the reduction of
share capital of the Company.
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31. RESERVES (continued)

(a)

Group (Continued)
Exchange reserve

Exchange differences arising from the translation of
the net assets of the Group’s foreign operations from
their functional currencies to the Group’s presentation
currency (i.e. HK$) are recognised directly in other
comprehensive income and accumulated in exchange
reserve. The reserve is dealt with in accordance with the
accounting policy of foreign currencies set out in note
3(e).

Convertible bonds equity reserve

Under HKAS 32, convertible bonds issued are split into
liability and equity components at initial recognition
by recognising the liability component at its fair value
determined using market interest rate for equivalent
non-convertible bonds and attributing to the equity
component the difference between the proceeds from
issue and the fair value of the liability component.
The liability component is subsequently carried at
amortised cost whilst equity component is recognised
in convertible bonds equity reserve until the bonds are
either converted (in which case it is transferred to share
premium) or the bonds are redeemed (in which case it is
released directly to accumulated losses).

152 Energy International Investments Holdings Limited / Annual Report 2016

ERRE P)

(a)

REBE (&)
EXfEE

BAKEBINEG 2 EEFEIRE
D EBERESREEZIER
(BT MELANER ZRER
RE A 2 E AR MR E 5 R
Rt &R TR B M EE3(e) T E
ZINE G BRIFG AR -

TRREZFEEFE

RBEFBGTEREI2M0 28T
AR ERR N EARD RAE
Kzl  BER D JHRE AR
FTAMBREZ TSN EREEHR
NFETAER ESelo ARk
BT ZBFRER BRSO ATE
ZEB -BENSHERRBHKA
FIfR - RO N AR ESEE
EmER BEEAEFELE (R
HERTEBERERMDEE) X
BEHFEED (REIFERATEREE
RBEEREBR)



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2016 HEZE =T — R "F+_A=1T—RHILFE

31.

RESERVES (continued)

31. & @)

(b) Company (b) ZA&AF
Convertible
Share Capital  bond equity Accumulated
premium reserve reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRKRES
R EE BEARFE BEHE 2 ER @it
T FHET AT FET FHET
At 1 January 2015 R-ZE—RFE—F—H 2,310,017 157,960 408,405 (2,267,401) 608,981
Issue of shares upon placing ~ REEEEETRA
(note 30(1)) (HizE300)) 16,624 - - - 16,624
Shares issue expenses BORGHER (1,066) - - - (1,066)
Issue of convertible bonds BTAARES (H528)
(note 28) - - 85,742 - 85,742
Issue of shares upon RERABRRESRR
conversion of convertible BT (F5E28)
bonds (note 28) 38,345 - (31,439) - 6,906
Loss for the year KEEEE - - - (398,500) (398,500)
At 31 December 2015and R=-ZE-EF+=-A=+-A
1 January 2016 k=Z2-X"E-H-H 2,363,920 157,960 462,708 (2,665,901) 318,687
Loss for the year KEEEE - - - (252,173) (252,173)
At 31 December 2016 RIB-XKF
+=A=+-H 2,363,920 157,960 462,708 (2,918,074) 66,514

Details of share premium and convertible bonds equity
reserve of the Company are set out in note 31(a) above.
Capital reserve arose from the Company's capital
reorganisation on 10 March 2005 and represented the
reduction of share capital of the Company.

AR 4 B R TR R E S i
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32.

SHARE-BASED COMPENSATION

The Company has a share option scheme, which was adopted
by the shareholders on 24 June 2013 (the “Scheme”) and
unless otherwise cancelled or amended, will remain in force for
10 years from the date of adoption. Eligible participants of the
Scheme include the Company's directors, independent non-
executive directors, other employees of the Group, suppliers of
goods or services to the Group, customers of the Group, any
person or entity that provides research, development or other
technological support to the Group and any non-controlling
shareholder in the Company's subsidiaries.

Pursuant to the extraordinary general meeting passed on
24 June 2013, the general scheme limit of the Scheme is
set to 1,746,849,000 shares, which have been adjusted to
174,685,000 shares pursuant to the share consolidation in
2014, representing 10% of the Company’s issued share capital
on the date of meeting, with the passing of ordinary resolution,
which allows the Company to grant further options carrying
the rights to subscribe for a maximum of 174,685,000 shares.
This is also the maximum unexercised share options currently
permits to be granted under the Scheme at any time.

Maximum number of shares issuable under share options to
each eligible participant in the Scheme within any 12-month
period, is limited to 1%, of the shares of the Company in issue
at any time. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by the
independent non-executive directors. In addition, share options
granted to a substantial shareholder or an independent non-
executive director of the Company, or to any of their associates,
in excess of 0.1% of the shares of the Company in issue
at any time or with aggregate value (based on the price of
the Company’s shares at the date of the grant) in excess of
HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.
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32.

SHARE-BASED COMPENSATION (continued)

The offer of a grant of share options may be accepted within
14 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors of the Company, and commences after a certain
vesting period and ends on a date which is not later than 10
years from the date of the offer of the share options or the
expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable by the
directors of the Company, but may not be less than the higher
of:

(a) the Stock Exchange closing price of the Company’s
shares on the date of the offer of the share options;

(b) the average Stock Exchange closing price of the
Company'’s shares for the five trading days immediately
preceding the date of the offer; and

(c) the nominal value of the shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

There has been no share option granted or exercised since the
Scheme was adopted in June 2013. As at 31 December 2016
and 2015, the Group has no outstanding share option.

32.
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33.

OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT

In August 2007, China Era, previously owned by Mr. A and
subsequently sold to the Group as a subsidiary in 2010, entered
into the Songliao Contract with the State-owned Enterprise to
develop and produce crude oil in Liangjing Block on Songliao
Basin in Jilin, the PRC (the “Songliao Oil Basin”).

In accordance with the Songliao Contract, China Era provides
funds and applies its technology and managerial experience to
cooperate with the State-owned Enterprise for the development
and production of crude oil in the Songliao Oil Basin. The
production period will be ended in 2031, unless extended.

China Era bears all costs required for the evaluation operations
and development operations. Operating costs incurred are paid
by the State-owned Enterprise and China Era in accordance
with 51% and 49% respectively. However, the State-owned
Enterprise’s portion of operating costs are advanced by China
Era and recovered from the production of crude oil.

Under the terms of the Songliao Contract, evaluation costs,
development costs and operating costs are to be recovered
according to a mechanism of cost recovery oil and investment
recovery oil. Remaining oil, after cost recovery, all applicable
taxes and royalty that might apply in the PRC, is shared in the
proportion of 51% and 49% by the State-owned Enterprise
and China Era respectively.

In December 2009, the approval of Overall Development
Program from the State Development and Reform Commission
was obtained. The technical feasibility and commercial viability
of extracting oil are demonstrated. The State-owned Enterprise
is the holder of oil exploitation licence.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2016 HlE —ZT— R F+_A=1T—RHILFE

33. OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT (continued)

Set out below is the summary of assets, liabilities and results

for the year in relation to the Group’s interest in the Songliao
Contract under joint operation:

(a)

(b)

Results for the year

33. EMERHAZESN-NESY

(4&)

UNTEINANFEABARERARLZ
MEAN ERZEE AEREEZH

g5 -
20N

(a) FEZR#E&E

2016 2015

HK$'000 HK$'000

—E—-RE —E—RF

FET FHET

Revenue Wz 18,762 40,675

Other income E b Ug A 10 18

Expenses 2 (60,043) (99,780)

Loss before income tax B BT 15 B Al B 18 (41,271) (59,087)

Income tax (expense)/credit Frigft (M%) % (2,706) 3

Loss for the year REEEE (43,977) (59,084)
Assets and liabilities (b) EERAE

2016 2015

HK$'000 HK$'000

—E-XE —E—RF

FE T FET

Property, plant and equipment Y BB R 24,780 44,838

Intangible assets mVEE 198 633

Other non-current assets HiIERBEE 49,724 78,142

Current assets MENVEE 9,745 10,496

Current liabilities mBEE (146,226) (148,339)

Non-current liabilities ERBAE (12,516) (34,734)

Net liabilities BEER (74,295) (48,964)
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For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

33. OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT (continued)

(c) Other commitments

33. EHEBRHAZSHN-NESH

(#&)

() EHfxEE

2016 2015
HK$’000 HK$'000
ZE-RE —T-hF
FET FET
Contracted but not provided for E:IHERAKEEE N
in respect of administrative fee HIBIRRE
and training fee 48,164 50,622
Operating lease commitments in ~ BREAE L &
respect of leasehold land and EFUARBEREZ
buildings and equipment rental 48 TH 4 AR IE 2,354 3,061
50,518 53,683

As detailed in note 3(a)(i), the directors of the Company found
that Mr. A was formally charged by prosecution authorities in
the PRC for illegal crime, possibly involved allegations about
improper conduct in obtaining of the Songliao Contract. The
directors of the Company consider that as there has been
no progress during the year and there was no adjudication
in respect of the Charge, it is not possible to estimate the
outcome on the Group's oil production business and financial
position, arising from the Charge against Mr. A. Nevertheless, it
is possible that the Group may not be able to exercise its right
under the Songliao Contract and its Oil Production Assets may
be derecognised if the Songliao Contract becomes void when
Mr. A is found guilty for his suspected improper conduct in
obtaining the Songliao Contract. The directors consider that the
Songliao Contract will continue to be valid and will be executed
as planned as the Group has close working relationship with
the State-owned Enterprise and up to the date of authorisation
for issue of the consolidated financial statements, there is
no indication from the State-owned Enterprise regarding any
potential claim or questioning on the validity of the Songliao
Contract.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

34. HOLDING COMPANY STATEMENT OF

FINANCIAL POSITION

34. ERRQBMBARREK

2016 2015
Notes HK$'000 HK$’000
—E—XE —T—REF
B 7E FET FET
ASSETS AND LIABILITIES EERARE
Non-current assets kRBEE
Property, plant and equipment Y- BEREE 22 22
Interests in subsidiaries NG £ 554,822 663,039
554,844 663,061
Current assets REEE
Financial assets at fair value BAFEEFABREZ
through profit or loss MBEE 14,607 24,818
Prepayments, deposits and TERHRIE ek
other receivables H b B W FRIE 631 30,280
Cash and bank balances Wae MIBITEST 6,277 94,086
21,515 149,184
Current liabilities REERE
Other payables and accruals H b FE A 5RIB K FE T 3 E 2,032 8,002
Amounts due to a subsidiary FE — KK B R FIIA 37,367 39,136
Convertible bonds AR ES 10,232 3,337
49,631 50,475
Net current (liabilities)/assets RE(EEEE)EERE (28,116) 98,709
Total assets less EEHAERRBERS
current liabilities 526,728 761,770
Non-current liabilities ERBERE
Convertible bonds Al IR AR & 55 155,244 138,113
Net assets EEFE 371,484 623,657
EQUITY R
Share capital A% 7 30 304,970 304,970
Reserves % 31 66,514 318,687
Total equity wREw 371,484 623,657
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For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

35. SUBSIDIARIES

35. B A E]

(a) Particulars of the principal subsidiaries as at 31 (a) RZE—R"F+-A=+—Hz=*
December 2016 are as follows: EMBRARFENT:
Percentage of
ownership
Place of interests/
incorporation/ Paid-up share/ voting rights/ Principal activities and
Name establishment registered capital profit share place of operation
TMREL/ BERRELD RAE
AR EB B BAREZRER /HBAREY TEEBREEHE
Indirectly held
BEEE
Treasure Tone Limited Hong Kong Ordinary HK$1 100% Investment holding,
Hong Kong
EHRBERAR 3 ERRVER 100% REER B8
Hong Kong Forest Source Mining Hong Kong Ordinary 100% Investment holding,
Industry Holding Company Limited HK$70,000,000 Hong Kong
BERRBEERERAF 3 % i®770,000,000/ 7T 100% REER B8
Precious New Energy Investment Limited ~ Hong Kong Ordinary HK$1 100% Investment holding,
Hong Kong
BN RREBRAA BiE LERIET 100% REERR &F
Mission Achiever Limited Samoa Ordinary US$1 100% Investment holding,
("Mission Achiever”) Hong Kong
Mission Achiever Limited EED TERkIET 100% BEER A%
(TMission Achiever )
Mid-Ocean Hong Kong Investment Hong Kong Ordinary HK$1 100% Investment holding,
Limited (“Mid-Ocean") Hong Kong
FREBREERRA ([H8]) BiE LERIET 100% REERR &5
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For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

35. SUBSIDIARIES (continued)

(a)

35. BT (&)

Particulars of the principal subsidiaries as at 31 (a) RZFE—AR"F+ZA=+—Hz=x
December 2016 are as follows: (Continued)

EMBARFBNT: (&)

Percentage of

ownership
Place of interests/
incorporation/ Paid-up share/ voting rights/ Principal activities and
Name establishment registered capital profit share place of operation
AmKL RERES TR
ARER B33 B BHRE EMER /HBARBER TEEBREEHE
Indirectly held (Continued)
MEsE (£
Shanxi Zhong Kai Group Lingshi * PRC RMB185,000,000 60% Supply of electricity and
heat, the PRC
LESEEER* HE AR 185,000,000 60% REMRE-PE
China Era Energy Power Investment Hong Kong Ordinary HK$10 100% Qil production, the PRC
Limited
hEFRERREERAF 3 EBR1075 T 100% AHEE DE
Shandong Shundong Port Services PRC RMB204,081,633 51% Oil and liquefied
Company Limited*" chemical terminal,
the PRC
WRIEREBBRRF HE AR#204,081,6337C 51% AR TmiEE
H
* Established in the PRC as a sino-foreign equity * REPBKLARINEERE
enterprise
# Newly incorporated during the year # P T S

27)

Pledged for the Group's finance lease liabilities (note

. AASEZREREREFR
B (HEE27)
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For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

35. SUBSIDIARIES (continued)

35. B =) (&)

(a) Particulars of the principal subsidiaries as at 31 (a) RZE—RF+ZA=1+—Hz=x
December 2016 are as follows: (Continued) BB ABIFBOUT: (&)
The above tables list the subsidiaries of the Company ERFBINARAESRANAFE
which, in the opinion of the directors of the Company, HAEE v EEEERATESMER
principally affected the results for the year or formed a SERKREDEEFEZARAZ
substantial portion of the net assets of the Group. To MEBAR - ARBIEERAE IEH
give details of other subsidiaries would, in the opinion Hih B AR ZH B BRILE -
of the directors of the Company, result in particulars of
excessive length.
None of the subsidiaries had issued any debt securities FIBMERATRFEBIEEITHE
at the end of the year. A EHES -
(b) Particulars of the wholly-owned entities de-consolidated (b) BE-E - TFRITHHGREARCEHE
since 2010 are as follows: BEFBEOT
Percentage of
ownership
Place of interests/
incorporation/ Paid-up share/ voting rights/ Principal activities and
Name establishment registered capital profit share place of operation
EMAL/ BERERRAE
NGRS B 3L 3t B BARE/AMEL /HBEARER T FTEEBREE Y
Indirectly held
BEEE
QHFSMI (note 3(a)(iii)) PRC, wholly owned HK$40,000,000 100% Exploration of mine,
foreign enterprise the PRC
("WOFE")
BERIR (HEE3(a) i) mEMEEEME 40,000,000 T 100% EROE #E
(MEBELE])
IMFSMI (note 3(a)(iii) PRC, WOFE Not yet paid up 100% Not yet commenced
business
RE &R (EE3)i) RECNTBERE  MARBE 100% HAFIREEER
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For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

36. NON-CONTROLLING INTERESTS 36. FEERBERER

(a) Summarised financial information in relation to the non- (a)
controlling interests of Shanxi Zhong Kai Group Lingshi,
a 60% owned subsidiary of the Company, before intra-
group eliminations, is presented below:

BRELATIEEEL (KRR
B60% 2 KB X A)) E4E IR AR R A%
BZWBERME (FHEEAR
AR HAT) 250

2016 2015
HK$’000 HK$'000
—B-AE —E-RF
FH&xT FAT
For the year ended 31 December HZE+-—A=+—HLFE
Revenue I &5 22,164 46,805
Loss for the year REEEE (10,264) (98,520)
Total comprehensive income 2HEU AR (4,749) (109,293)
Loss allocated to non-controlling SPEEFERRRER ZEE
interests (4,106) (39,408)
Dividends paid to non-controlling ) FF 12 % A 39 4 2 R AT B
interests - -
For the year ended 31 December ®HZ+_-A=+—HLEE
Cash used in operating activities AREEzRE (521) (60,070)
Cash used in investing activities AREEES 2 RE (754) -
Cash generated from/(used in) xE/ (ARI)BMEES RS
financing activities 50 (1,759)
Net cash outflows Remd F8E (1,225) (61,829)
At 31 December R+=ZA=+-—8
Current assets MENEE 72,752 82,429
Non-current assets ERBEE 35,814 28,068
Current liabilities mEAE (161,705) (158,887)
Net liabilities BEFE (53,139) (48,390)
Accumulated non-controlling EE S i
interests (21,256) (19,356)
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For the year ended 31 December 2016 HE T — A "F T+ _A=1+—HBILFE

36. NON-CONTROLLING INTERESTS (Continued) 36. FEERBERER (&)

BRALRIER (RRBHEB51%L

(b) Summarised financial information in relation to the non- (b)

controlling interests of Shandong Shundong, a 51%

owned subsidiary of the Company, before intra-group

eliminations, is presented below:

MEB AR ) FEIER AR R 2 B 75
BREE ((EHEBANRA BB #H
AT) 25T

2016 2015
HK$'000 HK$'000
= —T-RF
FET FAET
For the year ended 31 December HZE+-—A=+—HLEFE
Revenue g #& = -
Loss for the year AEEEHE (14,055) -
Total comprehensive income FEWA BT (34,728) -
Loss allocated to non-controlling DREIFIERBRER ZEE
interests (6,887) -
Dividends paid to non-controlling IF) FF 122 s A 3R A 2 R AT AR B
interests - -
For the year ended 31 December HE+_-A=+—HLEE
Cash generated from operating REEEZH®
activities 65,933 -
Cash used in investing activities ARiEEES 2 Re (580,675) -
Cash generated from financing REMEETH 2B
activities 566,712 -
Net cash inflows R&mAFE 51,970 -
At 31 December Rt+t=-—A=+—H
Current assets mENBE 256,015 150,707
Non-current assets ERBEE 949,452 427,004
Current liabilities mENEE (526,225) (238,398)
Non-current liabilities FMEBBE (400,159) (25,502)
Net assets AEFRE 279,083 313,811
Accumulated non-controlling 2T IFIER R RS
interests 136,750 153,767
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PR AR

For the year ended 31 December 2016 HlE =T — R "F+_A=1T—RHILFE

37.

BUSINESS ACQUISITION IN 2015

On 18 December 2015, the Company, an independent third
party (the “Vendor”) and the Vendor's guarantor entered
into a sale and purchase contract that the Company acquired
100% equity interest in Mission Achiever, which holds 100%
equity interest in Mid-Ocean, a company holding a capital
injection agreement with Shandong Shundong. This acquisition
was completed on the same date and total consideration for
this acquisition is cash payment of HK$185 million (based
on the exchange rate on the date when the acquisition was
completed), of which an amount of HK$47 million was paid
directly to the Vendor. The remaining amount of RMB115
million (approximately to HK$135.9 million) was paid by
the Company to Mid-Ocean as a loan and this amount was
intended to be used as capital contribution to Shandong
Shundong. Both Mission Achiever and Mid-Ocean are
investment holding companies as at 18 December 2015 and no
businesses were carried out by these two companies.

By the end of December 2015, the Group made
capital contribution of RMB115,000,000 (equivalent to
HK$135,851,000) to Shandong Shundong in cash and
Shandong Shundong becomes a 51% subsidiary of the Group
since then as the Group obtained controls over Shandong
Shundong. Principal activity of Shandong Shundong is oil and
liqguefied chemical terminal which is under construction. Details
of this acquisition, which stated that the total consideration
was HK$185 million translated at the estimated RMB
exchange rate of 1:1.2, have been set out in the Company’s
announcement dated 18 December 2015.

The amount of HK$47 million was directly paid to the Vendor
and is recognised as other operating expenses in profit or loss.

37.

—E-AFZRBWE

R-_ZE—FRAF+-_A+NH &XQ7F"
—B2BUE=ZF(TEFREBEHZ$E
RAFIMLEEA X AR A EMission
AchieverZ100% & # * Mission Achiever
ARG 2100%KE mMPEFE LR
IR 7 ¥ Epk - REWEBRE B EK -
Uz % 2 #8fX {8 5185,000,000/% T 2 3R &
MR (RBIB TR E BRERGHE) - EF
47,000,000 ST HE M E 7 X AR A
K #115,000,0007T (4 A&135,900,000/%
TL) AR R RFBIERERZN K
BEAERLRIERZFE - RZT—H
F+= A+/\UH  Mission Achiever & # )&
HARKEZERAR ZMEARLERRE
ER

RZZE—AF+-AK ANEERLEIE
HLAR ST E ARE115,000,0007T (8%
135,851,000/ L) B - AR AKE A
PLERS IR B R Z 444 IWRIER K A
RRARHEBS1%Em 2B RA - ILEIE
R X BEBACERRRRELEIRIG
98 (fE2) - RIEWRBCFB (EhHAER
K {Z185,000,00078 LIz B st AR B IE &
T2BE) BN ARARBHA-T A
F+—A+N\BzRfie

47,000,000 TEEEMEH X Wk
BEMEERAY N ERER -
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For the year ended 31 December 2016 HE T — A "F+_A=1+—HBILFE

37.

BUSINESS ACQUISITION IN 2015 (continued) 37. —TE—HFEBWE @)

The fair values of identifiable assets and liabilities of Shandong

Shundong as at the date of acquisition were:

WIERIBER 2 AT & pl & K B BRI B AR
ZRFEHINET

2015

HK$'000

—E-hE

FiBT

Property, plant and equipment (note 14) MmE BB K EE (MiEE14) 312,782

Sea area use rights (note 16) AR (MF3E16) 116,602

Prepayments, deposits and other receivables TETFRIE -« 1k I H i FEUGRIA 12,149

Cash and bank balances Re RRITHEH 136,178

Other payables and accruals H b RS 5RI8 K B R 3R A (234,663)

Amount due to non-controlling shareholder JE A< SE 4% AR % R IA (3,735)

Deferred tax liabilities (note 29) FEEFRIEEE (M5E29) (25,502)

313,811

Non-controlling interests (49%) FE 12 IR AR R AE 75 (49%) (153,767)

Net identified assets acquired Fr i 8 2 o] s R & = B 160,044
The fair value of consideration transfer: EEREZATE:

Cash e 135,851

Gain from bargain purchase REBE W& (24,193)

Fair value of other receivables amounted to HK$334,000. The
gross amount of these receivables is HK$334,000. None of
these receivables have been impaired and it is expected that the

full contractual amounts can be collected.

Gain from bargain purchase arose in the acquisition because
the Group obtained some intangible assets arising from the

business combination.

The Group has elected to measure non-controlling interests
in this acquisition at proportionate share of the acquiree’s

identifiable net assets.
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For the year ended 31 December 2016 HlZE =T — R F+_A=1T—RHILFE

37.

38.

BUSINESS ACQUISITION IN 2015 (continued)

Since the acquisition date, no revenue and no profit or loss was
contributed by Shandong Shundong to Group’s revenue and
profit or loss as the oil and liquefied chemical terminal is under
construction. Had the acquisition occurred on 1 January 2015,
the Group revenue and loss would have been HK$87,480,000
and HK$539,716,000 respectively. This pro forma information is
for illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed
on 1 January 2015, nor is it intended to be a projection of
future performance.

OPERATING LEASE COMMITMENTS

At 31 December 2016, the Group had total future minimum
lease payments under non-cancellable operating lease falling
due as follows:

37.

38.

—E-RF2ERWE @)

BUHE B EBLASR - A B OB BB(E T &
BB LEIER W ERANEE 2 W
B ERMEMRERBS - WKEEE
ER_ZT—RAF—A—B%E AEEZ
Uz K E5 181 9 5l 587,480,000 T &
539,716,000/ 7T « iZ B = EFHEH A A
BoANRBAEERBREESEER
ZE-AF-A—HEXZBERTHER
BENEREEES D TBRIERER
RERIR 2 FEA

REBENRE
R-Z—AET-A=+—0 ALER

THIEHAER 2 A BELERN 2K
Rk DHEENRAEMOT

2016 2015

HK$’000 HK$'000

—EB-RE —ZET-hF

FHET FHET

Within one year —F R 3,505 3,469
In the second to fifth years, inclusive F_FEFERF (REEEMSF) 2,903 6,440
After five years hFE 369 542
6,777 10,451

The Group leases certain leasehold land and buildings and
equipment under operating leases. The leases run for an initial
period of one to twenty years (2015: three months to twenty
years), with an option to renew the lease and renegotiate the
terms at expiry date or at dates as mutually agreed between
the Group and respective landlords/lessors. None of the leases
includes contingent rentals.

AEBERBEEROBARETHE L MR
BFUREH ZEH0ONTEE—FE
T+ (ZE—RF:Z@AZE=TF)
AREISPESAE@MESEEE HHAA
AEEmEs BPEEEARETAOK
o ZERNTBERATS -
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39. CAPITAL AND OTHER COMMITMENTS

39. EARRHMAE

2016 2015
HK$’000 HK$'000
—B-AF —T-hF
FET FHET
Capital commitments for acquisition of  WEWE  BE R&E 2 E RN &E
property, plant and equipment 701 752
Capital commitments for construction R T RS
cost of oil and liquefied chemical PR 2 B AR E
terminal 154,466 587,704
Other commitments in respect of HEEE RIFIE 2 HMFE
administrative fees and training fees 48,164 50,622
203,331 639,078
40. RELATED PARTY TRANSACTIONS 40. BEALIRS

Apart from the balances and transactions with related parties
disclosed elsewhere in the financial statements, the Group had

the following transactions with its related parties during the ALTHENTRS:
year:
Compensation of key management FTEEBABZHE

personnel

Included in employee costs are key management personnel
compensation (including directors’ emoluments) and comprises
the following categories:

PREF TSR E AR D Pt e 2 A5 R K L
BALTZRSIN FR AEBERERE

TEERABCZHE(BRESFHE)
FEREABIAA BN TER:

2016 2015

HK$'000 HK$'000

—E-AF —T-RF

FET FHET

Short-term employee benefits EHEERT 2,178 2,301
Contribution to retirement benefit RRTE R FH 8l 2 3R

scheme 18 18

2,196 2,319
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RNETZA=+—HILLFE

41.

SUMMARY OF FINANCIAL ASSETS AND

A. BRoBE D 2MBEERME

FINANCIAL LIABILITIES BY CATEGORY EEHME
2016 2015
—E-xf —T-AF
Carrying Carrying
amount Fair value amount Fair value
HK$'000 HK$'000 HK$'000 HK$'000
REE A¥E RHEE ~FE
TER TER TET THET
Financial assets HBEE
Loan and receivables BER R EKE
— Cash and bank balances ~-BeRBIER 195,893 195,893 238,260 238,260
~ Pledged bank deposits -BERBITER 42,921 42,921 22 22
- Trade and bills receivables -ERESRERER 28,704 28,704 34,085 34,085
— Deposits and other receivables ~He RhEMERZE 36,108 36,108 4,295 4,295
Financial assets at fair value through BATEFABRELZ
profit or loss HEEE 14,607 14,607 24,818 24,818
318,233 318,233 301,480 301,480
Financial liabilities HHEEE
Current liabilities nBEE
Financial liabilities measured REERATEL
at amortised cost HBBE
- Trade payables -ENESEE 10,467 10,467 11,172 11,172
- Bills and other payables and accruals -ENEBEREMENFE
WK ST OB 448,709 448,709 383,121 383,121
— Amounts due to non-controlling — R ERRRTIE
shareholders 22,032 22,032 20,932 20,932
- Bank borrowings —RITER 49,370 49,370 41,300 41,300
— Other borrowings —HbER 127,774 127,774 29,972 29,972
- Finance lease liabilities -BEHERE 37,960 37,960 - -
- Convertible bonds - R ES 10,232 10,232 3,337 3,337
Non-current liabilities FRBER
Financial liabilities measured REHKARHEL
at amortised cost HBBE
— Other payables - HibEAHRE 39,533 39,533 - -
- Amounts due to non-controlling — R IR R R B
shareholders 78,039 78,039 - -
— Bank borrowings —BRITER 165,257 165,257 - -
— Other borrowings —HiER 12,516 12,516 12,533 12,533
- Finance lease liabilities -BEHERE 94,040 94,040 - -
- Convertible bonds — AR ES 155,244 155,244 138,113 138,113
1,251,173 1,251,173 640,480 640,480
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41.

SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

The Group's financial instruments not measured at fair value
include cash and bank balances, pledged bank deposits, trade,
bills and other receivables, trade payables, other payables, bills
payables and accruals, bank borrowings, other borrowings,
finance lease liabilities and amounts due to non-controlling
shareholders. Due to their short term nature, the carrying value
of cash at cash and bank balances, pledged bank deposits,
trade, bills and other receivables, trade payables, other payables
and accruals, bank borrowings and finance lease liabilities
approximates fair value.

The fair value of non-current portion of other borrowings,
other payables, bank borrowings, finance lease liabilities and
amounts due to non-controlling shareholders for disclosure
purposes has been calculated by discounting the expected
future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities and is
classified as level 3 in the fair value hierarchy. Significant inputs
include the discount rate used to reflect the credit risks of the
borrowers or the Group. The fair value of the liability portion of
the convertible bonds is estimated by discounting the expected
future cash flows using an equivalent market interest rate for a
similar convertible bond with consideration of the Group’s own
non-performance risk and is classified as level 3 in the fair value
hierarchy. The following table provides an analysis of financial
instruments carried at fair value by level of fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for
identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices); and

Level 3: Inputs for the asset or liability that are not based on
observable market data (unobservable inputs).
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41. SUMMARY OF FINANCIAL ASSETS AND 41. BDBE D 2MBEERMK
FINANCIAL LIABILITIES BY CATEGORY BENE @)
(Continued)
2016
ZE-RE
Level 1 Level 2 Level 3 Total
HK$'000 HK$'000 HK$'000 HK$'000
£-% et 1 F=H @it
TER TER TER TER
Financial assets at fair value through ~ BEAFEFABRZZHBEE
profit or loss
- Listed equity investments —EmRARE 14,607 - - 14,607
2015
—2-0F
Level 1 Level 2 Level 3 Total
HK$000 HK$000 HK$000 HK$000
£ gt E=; &ar
FAEL AT AT BT
Financial assets at fair value through ~ BEAFEFABZZHEEE
profit or loss
- Listed equity investments —EmRARE 24,818 - - 24,818

There were no transfers between levels during the year.

FANRERZHILEETEM SR -
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42. FINANCIAL RISK MANAGEMENT

The Group does not have written financial risk management
policies and guidelines. However, the board of directors meets
periodically to analyse and formulate strategies to manage
the Group’s exposure to credit risk, market risk (including
foreign currency risk and interest rate risk) and liquidity risk.
Generally, the Group employs conservative strategies on its risk
management. The Group’s exposure to market risk is kept at a
minimum level. The Group has not used any derivatives or other
instruments for hedging purposes. The Group does not hold or
issue derivative financial instruments for trading purposes.

(a) Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group's
exposure to credit risk mainly arises from granting credit
to customers in the ordinary course of its operations and
its investing activities.

The carrying amounts of these financial assets presented
in the statement of financial position are net of
impairment losses, if any. The Group minimises its
exposure to the credit risk by rigorously selecting the
counterparties, performing ongoing credit evaluation
on the financial conditions of its debtors and tightly
monitoring the ageing of the receivables. Follow-
up actions are taken in case of overdue balances on
an ongoing basis. In addition, management monitors
and reviews the recoverable amount of the receivables
individually or collectively at each reporting date to
ensure that adequate impairment losses are made for
irrecoverable amounts. In respect of trade and other
receivables, individual credit evaluations are performed
on all debtors requiring credit over a certain amount.
These evaluations focus on the debtors’ past history
of making payments when due and current ability
to pay, and take into account information specific
to the debtors as well as pertaining to the economic
environment in which the debtors operate. Normally, the
Group does not obtain collateral from its customer. The
Group's exposure to credit risk is influenced mainly by
the individual characteristics of each debtor.
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42. FINANCIAL RISK MANAGEMENT (continued)

(a)

Credit risk (Continued)

Default risk of the industry in which customers operate
also has an influence on credit risk but to a lesser
extent. As at 31 December 2016, the Group has a
certain concentration of credit risk as 63% (2015: 63%)
and 90% (2015: 84%) of total receivables was due from
the Group's largest trade debtor and the three largest
trade debtors respectively.

The credit risk of the Group’s other financial assets,
which comprise pledged bank deposits and cash at
banks and in hand, is also limited because almost all the
Group’s cash at banks and in hand are deposited with
major banks located in Hong Kong and the PRC.

As the Group trades only with recognised and
creditworthy counterparties, there is no requirement for
collateral.

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group’s exposure to credit risk
to a desirable level.

As at 31 December 2016 and 2015, there is no financial
guarantees issued by the Group.

BRERERE &)
(a) EERB (&)

BERPEeTEZEBRERBINEE
BERBEZE MHREM-KR_F
—RNEF+= H7+fH'KE@ﬁ
ET&EPEERR FREARERK
E%E$n%ﬁ&%(fgfﬁ
F:63%)K%90% (ZF—HF:
84% ) REAREEHZARNESHERA
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42.

(b)

FINANCIAL RISK MANAGEMENT (continued)

Foreign currency risk

Sales and expenses of the Group are mostly in US$ and
RMB. Exposures to currency exchange rates arise from
certain of the Group's cash and bank balances which are
denominated in US$. The Group does not use derivative
financial instruments to hedge its foreign currency
risk. The Group reviews its foreign currency exposures
regularly and does not consider its foreign exchange risk
to be significant.

The following table details the Group’s exposure at the
reporting date to foreign currency risk from the above
stated items denominated in a currency other than the
functional currency of relevant group companies.

42.

(b)

MREMERE &)

SN L B

AEBZHERAXTENERTR
ARBIE - SMNER KB AN EE
UETINEZE TRE RIRITHE
FoAREBEYRERTEZMTA
S ECOI P LB o AN ER B E B Y
H O L B - 058 A H NG L 3
REK-

TREFVNREmE B PRAEE LA
Bz BB EBRRZEEEE AL
Z B P A Z SNE E R

2016 2015
HK$'000 HK$'000
ZE-XF —T-hF
FHExT FAT
Cash and cash equivalents RETIE RS RRESEEIEE
denominated in US$ 435 315

By assessing foreign currency risk on cash and bank
balances, the effect arising from a reasonably possible
change in the exchange rates of HK$ against US$ in the
next twelve months was not material to the loss for the
year and accumulated losses at each of the reporting
date, on the basis that all other variables remain
constant.
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42.

(c)

FINANCIAL RISK MANAGEMENT (continued)

Interest rate risk

The Group’s exposure to interest rate risk for changes
in interest rates relates primarily to the Group’s floating
interest rate borrowings. The Group has not used any
derivative contracts to hedge its exposure to interest
rate risk. However, management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.

The following table indicates the approximate change
in the Group's loss after income tax and accumulated
losses in response to reasonably possible changes in

42.

(c)

BREMRERE &)

AR E R

AREE B AR RSB FTAE 2 FIEKE
SrEHRANER 2 EEREE -
REBIW A ATALTES L
EFERR- A SEEHRE
R HEITEEE W FE B Z E Y
FRE K F KK

TRINBAEE ZRABHRIEER
RRFEEREANESEAEE
(REERHREHPARERNRAR)

the interest rate, to which the Group has significant MEEZBAES -
exposure at the reporting date.
2016 2015
—B-RE “E-nF

Effect on Effect on
loss after loss after
income tax income tax
Increase/ and Increase/ and
(decrease) in  accumulated (decrease) in accumulated
interest rate losses interest rate losses
HK$'000 HK$'000
HBRFEH#% HBRAMEL%
MELH/ BERZR MELEFA EER R
(TR&) EREzRE (FE&) FEzEE
THER BT
Cash at banks EiiEaeika 0.1% 181 0.1% 117
Cash at banks RITES2 (0.1%) (181) (0.1%) (17)

The sensitivity analysis above is determined assuming
that the change in interest rate had occurred at the
reporting date and had been applied to the exposure to
interest rate risk for non-derivative financial instruments
in existence at that date. The 0.1% increase/decrease
represents management’s assessment of a reasonably
possible change in interest rates over the period
until the next annual reporting date. The analysis is
performed on the same basis for 2015.

FRRE DT REF R R RS
HEEBRAZSMET WO EA
RZAERFEZIIETESRIA
FrEbg 2 FIR RS - EF B
0I%NEBEREEZE T —FER
SHHIEARAN R 512 0] 58 %
FEZ s - BASTIHIERZ
T—-RFAEREEEL-
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42. FINANCIAL RISK MANAGEMENT (continued)

(d)

Liquidity risk

Liquidity risk relates to the risk that the Group will not
able to meet its obligations associated with its financial
liabilities that are settled by delivering cash or another
financial asset. The Group is exposed to liquidity risk in
respect of settlement of its financial obligations, its cash
flow management as well as potential adverse outcome
on the Songliao Contract. As mentioned in note 3(a)
(i), the Group’s ability to meet its financial obligations
when they fall due is dependent upon the sustainability
of the cash flow forecast with underlying assumptions.
Management of the Group is satisfied that the Group
will be able to meet in full their financial obligations as
and when they fall due in the foreseeable future.

The Group maintains a level of cash and cash
equivalents assessed as adequate by management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The Group relies
on internally generated funding and borrowings as
significant sources of liquidity.
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42.

(d)

FINANCIAL RISK MANAGEMENT (continued) ~ 42. BIEEBREE ()
Liquidity risk (Continued) (d #"BELRR &)
The maturity profile of the Group’s and the Company's NEERARAIRIEES QM EALR
financial liabilities as at the reporting dates, based HERREBR G BEER A
on the contractual undiscounted payments, were as BRI
follows:
2016
“E-XE
Total
contractual Within
Carrying undiscounted 6 months or 6 to 1to
amount cash flow  on demand 12 months 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ARMERE AEANAD
RHE HReRERE BERX AE+=fAA —-ZEfF
TERT TERT TERT TERT TR
Trade payables ENESKRE 10,467 10,467 10,467 - -
Bills and other payables and ~ JE{TEIE R At B 508
accruals DA R FEET R 488,242 488,242 448,709 - 39,533
Amounts due to non- FET I R R R 08
controlling interests 100,071 104,840 22,032 - 82,808
Bank borrowings PITER 214,627 260,763 49,370 - 211,393
Other borrowings EibfEH 140,290 148,597 54,639 80,368 13,590
Finance lease liabilities MEHERR 132,000 157,080 17,160 34,320 105,600
Convertible bonds Ak ES 165,476 235,000 15,000 110,000 110,000
1,251,173 1,404,989 617,377 224,688 562,924
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42. FINANCIAL RISK MANAGEMENT (continued) 42. BIERER (&)

(d) Liquidity risk (Continued) (d #RBELERERR &)
2015
—Z-hf%
Total
contractual Within
Carrying  undiscounted 6 months or 6 to 1to
amount cash flow on demand 12 months 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AHMEEE  AEANUAR
FEE RERERE BBk AE+ZEA —ERE
TEL T FHL T FHL
Trade payables EHESRE 11,172 11,172 11,172 - -
Bills and other payables and BN 21 Rk 2 fefS 58
accruals DA R AT 3B 383,121 383,121 383,121 - -
Amounts due to non- FER SRR AR R 0B
controlling interests 20,932 20,932 20,932 - -
Bank borrowings RITIERK 41,300 41,300 41,300 - -
Other borrowings HipfER 42,505 43,544 29,972 - 13,572
Convertible bonds AR E S 141,450 235,000 - 15,000 220,000
640,480 735,069 486,497 15,000 233,572
43. CAPITAL MANAGEMENT 43. EXER

The Group's objectives when managing capital are: REBZERABEEBRR:

(a) To safeguard the Group's ability to continue as a going (a) RERNEEBEENEEERZEL
concern, so that it continues to provide returns and BNR) BB AR RSB R & F
benefits for stakeholders; =

(b)  To support the Group's stability and growth; and (b) XRAREREEERER: R

(0) To provide capital for the purpose of strengthening the (0) RAEERHEERANZRARRE
Group's risk management capability. il
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43. CAPITAL MANAGEMENT (continued)

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future capital
requirements of the Group. The Group currently does not adopt
any formal dividend policy. Management regards total equity
as capital, for capital management purpose. The amount of
capital as at 31 December 2016 amounted to approximately
HK$465,282,000 (2015: HK$687,211,000), which management
considers as satisfactory having considered the projected
capital expenditures and the forecast strategic investment
opportunities.

44. LITIGATIONS
(@) Transfer of the exploration licence
Details of litigations are set out in note 3(a)(iii).

(b) Injunction order to the holder of CB6
and CB7

Details of litigations are set out in note 3(a)(i).

43,

44,

EXEE (@)

AEETHEGERITLAEEREERLE
B HRREALEBLBREDRERSE
M- ZREZHAFEAEERKREALAR
Skeo B AT ANEELERERQTMEREE
BE-REABEEREMNME TREEHE
BmB R EFERL D RIEE R
R_E—ARF+-_A=+—B2EX%
BH 49 5465,282,0008 0 (Z T —HF
687,211,000/ 70 ) « & & ETEFH & A2
RiBAXBEERs BEERAEHES
BEEREKTE

G
(@) BRORRE
A B L o A S 1B B BT EE3(a) i) ©
(b) HAMREFEAMES
EAgkEsEtitEs
FEAZERS

B B 1Lk B 70 R 15 B P FE3(a) () ©
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45,

46.

EVENTS AFTER THE REPORTING DATE

On 30 December 2015, the Group entered into the sale and
purchase agreement (the “Sale and Purchase Agreement”)
with the independent third party (the “Purchaser”), pursuant
to which the Purchaser has conditionally agreed to acquire
and the Group has conditionally agreed to sell the issued
shares and the sale loan of Sunlight Rise Limited which holding
60% equity interest in Shanxi Zhong Kai Group Lingshi at a
consideration of HK$1,500,000, details of which are set out in
the Company’s announcements dated 30 December 2015, 29
March 2016 and 12 October 2016 and the Company’s circular
dated 17 February 2017. As the Sunlight Group was at net
liabilities of HK$16,828,000 and the estimate fair value less
cost of disposal was HK$420,000 as at 31 December 2016,
reversal of impairment of PPE and prepaid land lease payments
rights was HK$15,349,000 and HK$2,179,000 was recognised
respectively.

On 7 March 2017, approvals from the Company’s shareholders
have been obtained and the disposal of the Sunlight Group has
been completed on 17 March 2017.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements for the year ended 31 December
2016 were approved and authorised for issue by the board of
directors on 27 March 2017.
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45,

46.

BREAHRERE

R-ZE—RAF+-_A=+H AEBHLHEF
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il BUEABGRERBERE MRS
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Z60% M AEBRATMNEHITRG
MEFEEHR KB A1,500,0008 7 715
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H-—ZE—XRF=A=-1+AhBRER=-F—X
F+A+T-AZAMUARAAT SR A=
T—tF_A+EtBZEBER HAFEE
ER-—ZE—RF+-_A=+—HAFEE
16,828,000 7T Mt &5 A FE R & A A
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