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I would like to present to the shareholders the audited consolidated
results of Hoifu Energy Group Limited (the “Company”) together
with its subsidiaries (the “Group”) for the year ended 31 December
2016. For the year ended 31 December 2016, loss attributable to
owners of the Company amounted to approximately HK$4,621,000
(2015: HK$36,480,000) equivalent to loss per share HK$0.0026 (2015:
HK$0.0225).

The loss attributable to owners of the Company was substantially
narrowed down due to the fact that the management of the Group
had adjusted the product mix of Hebei Panbao Zeolite Technology
Co. Ltd (“Hebei Panbao”), the main profit generator of the Group,
which focused on producing products with higher profit margins. As
a results, the overall gross profit margin increased to approximately
51.2% for the year ended 31 December 2016 from approximately
41.5% for the year ended 31 December 2015. In addition, an
introduction income of approximately HK$23,400,000, which
represented a reward in respect to a referrer in the sale and purchase
of ("S&P") the 45% equity interest of Hebei Panbao, was recognized as
income upon the signing of the S&P.

PROSPECTS

Looking forward, a further introduction income of RMB40,000,000 is
expected to be recognized in 2017 because the S&P was completed in
March 2017 and the parties involved has agreed to such introduction
fee. Furthermore, the rental income generated by the Beijing Yinghe
Property Development Limited will be recorded for the full year
of 2017 and will be another factor for profit growth. The Group is
optimistic about the development of the Group in the coming year.

APPRECIATION

Last but not least, | wish to express my sincere appreciation to the
shareholders, customers and business partners for their unwavering
support and trust over the years. | would also like to extend my
heartfelt gratitude to my fellow directors and our employees for their
dedication.

For and on behalf of the Board
Dr. Hui Chi Ming, GBS, /P
Chairman

30 March 2017
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Management iscussion and Analysis
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RESULTS

During the financial year, the total revenue for the Group was
approximately HK$136,569,000, representing an decrease of
approximately HK$35,427,000 or 20.6% as compared with
approximately HK$171,996,000 in 2015. This was mainly due to the
decrease in financial business and cease of trading business in sales
of natural resources and petrochemicals.

The loss attributable to the owners of the Company for the year
ended 31 December 2016 was approximately HK$4,621,000 (2015:
approximately HK$36,480,000), decreased by approximately
HK$31,859,000 or approximately 87% as compared to last year.
The improvement was mainly resulted from (1) the other income
of approximately HK$23,400,000 (RMB20,000,000) recorded for the
year ended 31 December 2016 and (2) the no impairment losses on
goodwill for the year ended 31 December 2016 (2015: HK$25,950,000).

To reward the Company as a referrer in the sale and purchase of
the minority interest of 45% Equity Interest of Hebei Panbao Zeolite
Technology Company Limited ("Equity Interest”), Hoifu United
Group Limited (the “Purchaser”) has agreed to pay the Company an
introduction fee of RMB60,000,000. According to the relevant sale
and purchase agreement (the “S&P"), RMB20,000,000 (equivalent to
approximately HK$23,400,000) should be paid after entered into the
S&P by the Purchaser and the vendor and therefore be recognized as
other income during the financial year. The remaining RMB40,000,000
(equivalent to approximately HK$46,800,000) shall be paid upon
completion of the acquisition of the Equity Interest which happened
in March 2017. As a result, the remaining RMB40,000,000 introduction
fee income will be recognized in the financial year of 2017.

BUSINESS REVIEW
Mining and production of zeolite business

The principal activities of Hebei Panbao are mining and production
of zeolite, which is the main raw material for the production of
lightweight orthopedics materials, far infrared materials, large solar
energy storage materials, building materials, catalytic materials and
micro and nano materials, and related products.
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Management Discussion and Analysis

The revenue generated from Hebei Panbao was quite stable for the
year, staying at the level of approximately HK$103.8 million (2015
HK$103.1 million) with a higher profit margin product mix, comparing
with last year’s product mix which the gross profit margin increased
to 40% for the year ended 31 December 2016. (2015: 34%).

Investment property

This new business segment was established for the rental income of
leasing the area of approximately 16,360.03 sg.m. at the Rong Ning
Yuan Community of No. 60 Guang An Men Nan Jie, Xicheng District,
Beijing, PRC, which includes (i) the 1st and 2nd floor of the commercial
podium of Block 2 with an area of approximately 1,323.61 sg.m.; and
(i) the car park and storage rooms at the basement of Block 1 to
Block 6 with an area of approximately 15,036.42 sq.m.. The car park
comprises of two storey with a total of 384 parking spaces. Primely

located between the Second Ring and Third Ring in Beijing (the
“Property”).

These rental incomes have consolidated into the Group's revenue
in late of 2016 because the acquisition was completed by end
of November 2016. As such, only a one month rental income of
approximately HK$1,700,000 was recorded for the year ended 31
December 2016.

The tenant has agreed to lease the entire area of the Property for a
period of two years commencing from 15 June 2016 and ending on
15 June 2018 which totally amount to RMB28,000,000. Beside this,
pursuant to another lease agreement on advertising signage board
on the external walls of office building, the lease of the advertising
signage board will provide the additional monthly rental income of
RMB400,000 for a two-year period expiring on 15 July 2018.
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Management iscussion and Analysis

BEEWED T

Oil and gas and mineral mining business

The Group owns 100% of the exploration, exploitation and operation
rights as well as the profit sharing right of Madagascar Oilfield
Block 2101 which is an onshore site with total area of 10,400
square kilometers in the northern part of Madagascar. Pursuant
to the exploration, exploitation and oil and gas production sharing
contract and depending on the rate of liquid petroleum production of
Madagascar Qilfield Block 2101, the Group will share the remaining
petroleum profit after government royalty and recovery of petroleum
costs according to the sharing ratios in the range of 40% to 72.5% as
set out in the profit sharing right.

The Group owns 65% interest in the rights granted under the Licence
253 in respect of Kenya Mine 253, an area of approximately 1,056
square kilometers situated in Kitui District Eastern Province, Kenya,
and the Licence 341 in respect of Kenya Mine 341, an area of
approximately 417 square kilometers situated in Nandi County, Kenya.
Pursuant to the Licence 253 and relevant provisions of the Mining
Act of Kenya, the Group is authorized to prospect, explore and mine
industrial minerals (including but not limited to copper) in Kenya Mine
253. The Group was also granted the Licence 341 for prospecting and
exploration of gold, iron ore and non-precious minerals in Kenya Mine
341. Both Licence 253 and 341 have renewed during the year and the
latest expiry dates are 14 April 2017 and 2 January 2017 respectively.
During the year, a wholly-owned subsidiary of the Group, entered into
a contracting agreement for mining and stripping of copper and gold
deposits with China Energy Guangxi Power Engineering Construction
Co., Ltd ("Guangxi Power Engineering”). Pursuant to the Agreement,
Guangxi Power Engineering shall be responsible for the engineering
construction for mining and processing of Kenya Copper Mine 253
and Kenya Gold Mine 341, including the provision of management
personnel, equipments and other facilities. The contracting fee shall
be settled by cash, ordinary shares of the Company or convertible
notes to be issued by the Company or any combination of the above.

Financial business
The revenue derived from financial business recorded a decrease

of 31.6% from approximately HK$38,329,000 of last year to
approximately HK$26,204,000 for the year ended 31 December 2016.
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Management Discussion and Analysis

It was obvious that the investment sentiment remained cautious
and most retail investors sidelined for the most of time during the
year ended 31 December 2016. The average market turnover traded
on the Hong Kong Stock Exchange was only at around HK$50 billion
level daily and the activities were dominated by the index arbitraged
trading and speculation on newly listed shares. Hang Seng Index hit
year low in early 2016 and managed to rebound thereafter on see-
saw pattern despite the challenges of regional tensions in South China
Sea, the withdrawal of Britain from European Union and the election
of Trump to the new US president.

The Group has always aimed to enhance its service capacity in
the financial services industry and to pursue new opportunities in
the financial services industry in order to enhance values to the
shareholders of the Company. As a result, the Group entered into
a promoters’ agreement with co-promoters pursuant to which
the parties thereto conditionally agreed to set up a joint venture
securities company (the “JV Securities Company”) in Guangzhou
Pilot FreeTrade Zone, Nanshan area under the framework of the
Mainland and Hong Kong Closer Economic Partnership Arrangement
(“CEPA"). The Group conditionally agreed to invest RMB350 million
in the JV Securities Company by way of subscription of 350,000,000
shares of the JV Securities Company, representing 10% equity interest
thereof for an aggregate subscription price of RMB350 million (the “JV
Investment”). The Board believes that the JV Investment could offer a
golden opportunity for the Company to embark on a new milestone
in its business development in financial services industry. The JV
Investment, when materialized, would offer a first-starter advantage
to the Group to access to the huge and fast-growing financial markets
in the PRC.

The setup of the JV securities Company is subject to the approval
of China Securities Regulatory Commission (the “CSRC"). The formal
application was made to the CSRC on 16 June 2016.
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Revenue

During the financial year, the total revenue for the Group was
approximately HK$136,569,000, representing a decrease of
approximately HK$35,427,000 or 20.6% as compared with
approximately HK171,996,000 in 2015. This was mainly due to the
decrease in financial business and cease of trading business in sales
of natural resources and petrochemicals.

The gross profit margin in 2016 was approximately 51.1% which was
higher 9.6% than that of 2015 (2015: 41.5%).

Administration expenses

Administrative expenses increased to HK$73,416,000 in 2016 from
HK$65,060,000 in 2015, representing a year-on-year increase of
12.8%. It was due to increase in number of staff and office expenses
as well as legal and professional fees on acquisitions during the year.

Other gains and losses

The other gains and losses remained stable. It mainly included the
provision for the allowance for bad and doubtful debts and exchange
loss.

The provision for the allowance for bad and doubtful debts is a
general provision arising from financial business. As the accounts
receivable derived from the financial business decreased by 35% from
approximately HK$124,000,000 for the year of 2015 to approximately
HK$80,500,000 for the year ended 31 December 2016, therefore
decreased in making general provision compared for the year ended
31 December 2016 than that of 2015.

Exchange loss approximately amounted to HK$5,105,000 for the year
ended 31 December 2016 was arising from depreciation of RMB due
to the consideration for the acquisition of property located in Beijing
was settled during the year.
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Other income

The Group has recorded an other income of approximately
HK$23,371,000 (RMB20,000,000) for the year ended 31 December
2016 (2015: Nil), being the introduction fee of rewarding Guangdong
Hoifu (being the wholly-owned subsidiary of the Company) as a
referrer in the sale and purchase of the 45% equity interest of Hebei
Panbao.

MAJOR ACQUISITION
Millhaven Holdings Limited

On 13 June 2016, the Group entered into agreement to acquire the
entire equity interest in the Millhaven Holdings Limited together with
its interest in relating to a property (the “Beijing Property”) which
covers an area of 16,360.03 square meter at the Rong Ning Yuan
Community of 60 Guang An Men Nan Jie, Xicheng District, Beijing, PRC,
which includes (i) the 1st and 2nd floor of the commercial podium
of Tower 2 with an area of 1,323.61 square meter; and (ii) the car
park and storage rooms at the basement of Tower 1 to Tower 6 with
an area of 15,036.42 square meter. The car park comprises of two
storey with a total of 384 parking spaces. Primely located between
the Second Ring and Third Ring in Beijing, the Beijing Property enjoys
comprehensive ancillaries in the neighborhood.

PROSPECT

Looking forward into 2017, a further slowdown of China’s economic
growth is expected. It will be a critical year for the Group to build on
the investment strategic adjustments of 2016 which will lay a sound
foundation for our sustainable growth in the future. We will push
forward our development strategies to create greater value for the
Group and the shareholders the Company as a whole.
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LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 December 2016, the equity attributable to the owners
of the Company increased approximately to HK$771,836,000,
representing an increase of approximately HK$391,732,000 from
that of 31 December 2015. The net current assets of the Group
were HK$235,257,000 (31 December 2015: HK$280,311,000), which
consisted of current assets of HK$669,209,000 (31 December
2015: HK$638,352,000) and current liabilities of HK$433,952,000 (31
December 2015: HK$358,041,000), representing a current ratio of
approximately 1.54 (31 December 2015: 1.78).

The Group's capital expenditure, daily operations and investment
are mainly funded by cash generated from its operations, financial
institutions and equity financing. During the year, the Group obtained
a short-term bank borrowing which is mainly facilitating the margin to
client for the application of Initial Public Offering and daily operations
and investments. As at 31 December 2016, the Group has cash and
cash equivalent (excluding the pledged fixed deposits of general
accounts) of HK$132,903,000 (31 December 2015: HK$50,390,000).

EXCHANGE RATE RISK

The Group undertakes certain operating transactions in foreign
currencies, which expose the Group to foreign currency risk, mainly to
the risk of fluctuations in the Hong Kong dollar and United States dollar
against RMB. We have not used any derivative contracts to hedge
against its exposure to currency risk. The management manages
the currency risk by closely monitoring the movement of the foreign
currency rates and considering hedging significant foreign currency
exposure should such need arise.

CONTINGENT LIABILITIES

The Company has given guarantee to bank in respect of the securities
margin financing facilities granted to subsidiary. As at 31 December
2016, no such facilities were utilised by the subsidiary to facilitate daily
operation (31 December 2015: nil).
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Management Discussion and Analysis

CHARGE ON ASSETS

The Group held banking facilities from various banks as at 31
December 2016. The Group's banking facilities were secured by
guarantees given by the Group's bank deposits and the Company.
As at 31 December 2016, bank deposits amounting to approximately
HK$5,229,000 (31 December 2015: HK$5,216,000) were pledged to
secure banking facilities granted to a subsidiary.

HUMAN RESOURCES

As at 31 December 2016, the Group employed a total of 355 staff
(2015: 212) of which 26 were commission based (2015: 40) and
the total related staff cost amounted to HK$32,794,000 (2015:
HK$31,127,000). The Group's long term success rests primarily on
the total integration of the Company core value with the basic staff
interest. In order to attract and retain high caliber staff, the Group
provides competitive salary package and other benefits including
mandatory provident fund, medical schemes and bonus. The future
staff costs of the sales will be more directly linked to the performance
of business turnover and profit. The Group maintained organic
overhead expenses to support the basic operation and dynamic
expansion of its business enabling the Group to respond flexibly with
the changes of business environment.

CAPITAL STRUCTURE

As at 31 December 2016, the total number of issued ordinary shares
of the Company was 2,521,280,885 of HK$0.10 each (31 December
2015: 1,650,238,601 shares of HK$0.10 each).
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SHARES PLACEMENT

Pursuant to a subscription agreement dated 14 July 2016 entered
into between Mr. Weng Tao (“Subscriber”) and the Company (the
“Subscription Agreement”) , Subscriber subscribed for 50,000,000
new shares (the “Subscription Share”) of HK$0.10 in the Company at
a price of HK$0.70 per share. The subscription price represents (i) a
premium of approximately 1.45% over the closing price of HK$0.69
per share as quoted on the Stock Exchange on 14 July 2016, being the
date of the Subscription Agreement; (i) a premium of approximately
4.48% over the average closing price of HK$0.67 per share for the last
five trading days immediately prior to and including the date of the
Subscription Agreement; (iii) a premium of approximately 7.86% over
the average closing price of HK$0.649 per share for the last ten trading
days immediately prior to and including the date of the Subscription
Agreement; and (iv) a premium of approximately 201.72% over the net
asset value of approximately HK$0.232 per share.

The Subscription Shares will be issued under the general mandate
granted to the Directors at the annual general meeting of the
Company held on 28 June 2016. All the issued shares rank pari passu
in all respects with other shares in issue. Details of the subscription
have been disclosed in the announcement dated 14 July 2016.

The gross proceeds from the Subscription Agreement was
HK$35,000,000 and the net proceeds from the Subscription
Agreement, after deduction of related expenses of approximately
HK$200,000, was approximately HK$34,800,000, which is intended to
be used for general working capital.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SHARES

During the year ended 31 December 2016, the Company has
repurchased 14,672,000 shares from the market at a share price
range from HK$0.50 to HK$0.70 with total considerations amounted
to HK$8,326,000. The details of repurchase of the Company’s shares
have been disclosed in the note 35(a) of the consolidated financial
statements.

14

RATEE

BESEEE(IRBANBEKRNAAMRETZA
HE-_ZT—"FtA+HBZREWS ([RE
Wl RBARESR7OBTZESR REBE
50,000,000% & % E 1HO. 10§%ﬁ2$“ﬂ%ﬁ &5
([RERMD]) REEROIROR_ZT—AFt
At+mB (BRE Eiﬁ)&ﬁéﬁxﬁﬁﬁh&ﬂ&ﬁi
BEFR0.6978 TTHE B 491.45% : (iNRMH R EER
BiHZOHR(PEZB)IZERAXZBZT
U TH (B T BRO0.677 TT 15 1B £94.48% : (iii) A& 11 7
EERBHZAH(REZB)IISETERS
Az FHU T EFI0.6497% L5 B 497.86% : K
(V)& E R EE R #0.23278 7T B #1201.72% °

RBENERER —F—R"EXA-TN\BMRE
TARABRRABAFRELRTES Z — KRB
T-MADBTHRORSHEEEMD BITHRN
FERSFMA - -ARRABEEZFERANR
E-RELtATHBAZRHHEE-

2.9 1 35 2 719 378 48 42 735,000,000 T
T 58 B8 1 3 2 T {5 3B 0% 38 (H1 I 401 B8 B 4
200,000/ JT f& ) 49 /334,800,0007% 7T » #& A8 1 —
REBES -

BA HEIEEXRQAT ELHRAG

BE_Z—RE+_A=1+—HILFEE &Q7
Rmis LB o4, 672 0008% B% 17+ B% & /T 70.50

BIL20.708 JT 1 1‘U 58,326,000/ T - £
BE [0 K 2 &) B 1D ?I PR A B IS R M 7E35(a)
HEE o



Annual Report 2016 ¢ —Z—XEFR
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

During the financial year, the Company has adopted the Model
Code under Appendix 10 to the Listing Rules as its code of conduct
regarding Directors’ securities transaction. All Directors of the
Company have confirmed, following specific enquiry by the Company
that they have complied with the required standard set out in the
Model Code and the Code during the financial year.

CORPORATE GOVERNANCE

The Company is aware of the importance that complying with the
relevant statutory and regulatory requirements and maintaining good
corporate governance standards are important to the effective and
efficient operation of the Company. The Company has, therefore,
adopted and implemented relevant measures to ensure that the
relevant statutory and regulatory requirements are complied with and
that a high standard of corporate governance practices is maintained.
In the opinion of the Directors, the Company has complied with the
Code on Corporate Governance Practices (the “Code”), as set out in
Appendix 14 of the Listing Rules, throughout the accounting period
covered by the interim report except for the deviation from code
provision A.4.2. of the Code which every Director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years. However, according to Bye-
laws of the Company, the Chairman or Managing Director are not
subject to retirement by rotation or taken into account on determining
the number of Directors to retire. As continuation is a key factor to
the successful implementation of any long-term business plans, the
Board believes that the roles of Chairman and Managing Director
provides the Group with strong and consistent leadership and
allow more effective planning and execution of long-term business
strategies, that the present arrangement is most beneficial to the
Company and the shareholders as a whole.
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HONORARY CHAIRMAN AND SENIOR
CONSULTANT

Dr. Hatoyama Yukio, aged 70, was appointed the Honorary
Chairman and a senior consultant of the Company on 21 March
2013. With the amicable relationship with renowned global energy
groups from Japan, China and Africa, as well as the successful
experience and leadership in cooperative development and operation
of international energy projects, Dr. Hatoyama is deeply confident of
participating and guiding the Group's energy development business.

Dr. Hatoyama, first elected to the House of Representatives of Japan
in 1986. He held office as a member in the House of Representatives
for the eighth consecutive term. Hatoyama became the President
of Democratic Party of Japan, the main opposition party in Japan, in
May 2005. He then led the party to victory in the August 2009 general
election and was appointed as the 93th Prime Minister in September
2009. Dr. Hatoyama graduated with a Bachelor of Engineering from
the University of Tokyo in 1969 and received a PhD in Industrial
Engineering from Stanford University in 1976.
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DIRECTORS

Executive Directors

Dr. Hui Chi Ming a.B.s., J.p., aged 52, was appointed the Chairman
and an executive director on 15 November 2012 of the Company.
He is responsible for the implementation of the overall strategic
planning and development of the Group. Dr. Hui received a Doctor
Honoris Causa in Economics and IFES Doctoris Honoris Causa from
the Institute of Far Eastern Studies, The Russian Academy of Sciences
in 2002. The Department of Social Sciences of The Russian Academy
of Sciences had also awarded Dr. Hui the scientific degree of Doctor
Honoris Causa in 2005. Dr. Hui had over 10 years of experience in
the investment, exploration and exploitation of oil and gas business.
He has been the chairman of the board of over 20 companies such
as Hoifu Petroleum Group Limited (S E A EE AR A7),
Madagascar Southern Petroleum Company Limited ( 5 i 0 &7 A0 =
H A AR A7) and Madagascar Northern Petroleum Company
Limited (552 pn i pndt 75 A B R 2 &) . From 2004 to 2010, Dr.
Hui was the chairman and an executive director of Sino Union Energy
Investment Group Limited, which was subsequently re-named as
Yanchang Petroleum International Limited, a company whose shares
are listed on the main board of the Stock Exchange of Hong Kong
Limited (stock code: 346) and engaged in the investment, exploration
and exploitation of oil and gas business. Dr. Hui was a member of the
9th, 10th, 11th and 12th National Committee of the Chinese People’s
Political Consultative Conference. He is the chairman of the Confucian
Academy of Hong Kong, a standing committee member of the All-
China Federation of Industry & Commerce, the honorable president of
the Beijing Federation of Industry & Commerce, a standing committee
member of the Chinese General Chamber of Commerce, the president
of Hong Kong Xian Trade Association Limited, the president of the
Hong Kong General Association of International Investment and
the chief president of the Federation of Hong Kong Guangdong
Community Organisation. Dr. Hui is also the Honorary Consul in Hong
Kong of the Republic of Madagascar. All these years, Dr. Hui has been
actively participating in promoting poverty alleviation and charity,
and he has been awarded the China Glory Society Medal for Poverty
Alleviation (7 B 3 % 5 ¥ $k 8 88 & ) and accredited as China Top
Ten Poverty Alleviation Contributor (2 B+ Xk B4k T ) by the
government of the PRC. In recognition of the outstanding contribution
of Dr. Hui to poverty alleviation, the International Minor Planet Naming
Committee (BIFR/NTEFEZ BE) approved permanently naming
the minor planet No. 5390 as “Hui Chi Ming Planet”.
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ESNGREEE[BN

DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Neil Bush, aged 62, was appointed the Deputy Chairman and
an executive director on 15 November 2012 of the Company. He is
responsible for the implementation of the overall strategic planning
and development of the Group. Mr. Bush graduated from Tulane
University with a bachelor’s degree in International Economics
and from the Tulane University Freeman School of Business with
a master’s degree in Business Administration. Mr. Bush had over
30 years of experience in domestic and international energy and
real estate business development. He formed oil companies which
explored oil resources in various states in the United States of
America and overseas. Mr. Bush has engaged in various international
business development activities with a focus on the PRC and Middle
East. Since 1975, Mr. Bush has traveled to the PRC over 140 times
and worked with numerous entities on a variety of projects including
real estate development, energy, automobile parts, sheet rock
manufacturing and paint production. From 7 December 2010 to 20
July 2012, Mr. Bush was a non-executive director of China Resources
and Transportation Group Limited, a company of which the shares
are listed on the Stock Exchange (stock code: 269). Since 22 April
2013, Mr. Neil Bush has been serving as the Non-Executive Chairman
on the board of SGX-ST Mainboard-listed SingHaiyi Group Limited, a
Singapore based real estate company, a Singapore based real estate
company. He is also the Chairman of the Points of Light, a national
charitable organisation formed by President George H.W. Bush in 1989
that promotes citizen service through volunteerism in communities
all across America and increasingly overseas. Mr. Bush serves as
Chairman of the Barbara Bush Houston Literacy Foundation, and on
the boards of the Houston Salvation Army and the Bush School of
Government and Public Service.
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DIRECTORS (Continued)

Executive Directors (Continued)

Dr. Chui Say Hoe, aged 68, was appointed as the Managing Director
and an executive director of the Group. He is responsible for overall
strategic planning and operations and in charge of the execution and
further development of the Group's expansion plan. He has been
the executive director and general manager of Sun Hoe Company
Limited, a company engaged in medicine distribution and trading
business, since 1978. Dr. Chui is also a director of the Honourable Mr.
Tsui Sze Man (GBM) Foundation For the Development of Technology
and Education in Myanmar Ltd., since 2000. He is also a director
of the Mirror Post Cultural Enterprises Co., Ltd., since 2009. Before
joining Sun Hoe Company Limited, Dr. Chui worked in commercial
bank in Hong Kong for about 5 years. Dr. Chui has more than 30
years experience in commerce and general business management.
He was granted Honorary Doctorate of Management from Morrison
University, Nevada, U.S.A.. Dr. Chui was a member of Post-Release
Supervision Board, HKSAR, from November 2005 to November 2007.
He was an adjudicator of the Registration of persons Tribunal from
June 2007 to June 2013. Dr. Chui was awarded The World Outstanding
Chinese Award by World Outstanding Chinese Association. Dr. Chui
was an executive director of Sino Union Energy Investment Group
Limited (Stock code: 346, currently known as Yanchang Petroleum
International Limited) from 2 November 2004 to 6 October 2010.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Xu Jun Jia, aged 28, was appointed as an executive director on
1 January 2016. He graduated from Institute of International Relations
of Moscow University in 2014 with an expert degree. He is currently
the general manager of Siberian Energy Group, Inc. ( 78 1A F| 55 8
JR £ E) , the general manager of Far East Oil Group Limited (& &
A REB AR A A) and the general manager of Africa Resources
Group Limited (FEM B IREE B R A 7)) . Mr. Xu is currently the
vice president of Hong Kong International Foundation for Poverty
Alleviation (HEBIE B E S ) , and head of the Youth Committee
of Hong Kong General Association of International Investment (&
BRI E D) . In recent years, he has played an active role
in professional investments in a number of deals in various sectors
such as oil and chemical, metal mining and financial securities, as
well as negotiations and decision making in merger and acquisition,
equity participation and controlling deals. As a result, he is fully
equipped with relevant professional knowledge and operating
experiences. Mr. Xu is fluent in English, Russia, Mandarin and
Cantonese. He is very familiar with oil and gas businesses between
Russia and the international market. Mr. Xu is the son of Dr. Hui Chi
Ming, the Chairman of the Company. He has been appointed as an
Administration Manager of the Company since 1 September 2014.

Mr. Cao Yu, aged 38, was appointed as an executive director on
1 January 2016. He graduated from CERAM Sophia Antipolis with a
master degree in management. Mr. Cao has been the project manager
for listed companies and he was specialized in the operation and
coordination of the drilling and seismic engineering projects with
famous petroleum companies in China. Meanwhile, he was also
responsible for identifying suitable investors to establish joint venture
company for petroleum exploration projects. He has also worked in
the world's largest energy efficiency management company and was
responsible for providing energy efficiency strategy in China region for
the group. Besides, Mr. Cao was the analyst in the headquarter of BNP
Paribas in France. His main duty was to provide financial and strategic
advice in the area of energy technology and he was responsible for
the merger and acquisition activities as well as financial planning
service. Mr. Cao has been engaged in management and analytical
work for many years and possesses the appropriate and professional
experience. He has been the manager of the development
department of the Company since September 2012.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Lam Kwok Hing, aged 53. Mr. Lam is the founder of the Group.
He has extensive experience in the securities, futures, options, fund
management and financial advisory industry. His primarily focus
is to further develop the financial business in the Group. He is the
Chairman, Executive Director and Managing Director of Asia Tele-
Net and Technology Corporation Limited (Stock Code: 679). He is the
brother of Mr. Nam Kwok Lun.

Mr. Nam Kwok Lun, aged 58. He is a co-founder of the Group and is
in charge of the stockbroking, futures and options broking, securities
margin financing business, fund management and financial advisory
business. Mr. Nam has extensive experience in the securities, futures
and options, securities margin financing, fund management and
financial advisory industry. He has been a member of the Hong Kong
Securities and Investment Institute. Mr. Nam is also the Deputy Chairman
and Executive Director of Asia Tele-Net and Technology Corporation
Limited (Stock Code: 679). He is the brother of Mr. Lam Kwok Hing.

Independent Non-Executive Directors

Mr. Chen Wei-Ming Eric, aged 53, is a director of several general
trading companies in Hong Kong. Mr. Chen holds a Bachelor of
Science degree in Business Administration from the Boston University
in Massachusetts, USA and is engaged in the food import business.
Mr. Chen was appointed as Independent Non-Executive Director since
September 2000.

Mr. Kwan Wang Wai Alan, aged 54, holds a Bachelor degree in
Engineering Science and a Master of Arts degree from the University
of Oxford and has over 20 years of experience in the consumer
electronics field. Mr. Kwan is also an Independent Non-Executive
Director of Asia Tele-Net and Technology Corporation Limited (Stock
Code: 679). He was appointed as an Independent Non-Executive
Director since September 2004.

Mr. Ng Chi Kin David, aged 55, is a professional accountant with
over 20 years of professional experience and is a fellow member of
the Hong Kong Institute of Certified Public Accountants, member of
CPA Australia, the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the United
Kingdom. Mr. Ng is also an Independent Non-Executive Director of
Asia Tele-Net and Technology Corporation Limited (Stock Code: 679).
He was appointed as Independent Non-Executive Director of the
Company since September 2000.
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ESNGREEE[BN

COMPANY SECRETARY

Mr. Fu Wing Kwok, Ewing, aged 48, is the Chief Financial Officer
and Company Secretary. He is responsible for the financial and
secretarial affairs of the Group. Mr. Fu joined the Company in
December 2012. He holds a bachelor degree in science with major
in accounting of Bemidji State University, USA and is a member of
both American Institute of Certified Public Accountants and Hong
Kong Institute of Certified Public Accountants. He has over 20 years of
experience in auditing and accounting field.

SENIOR MANAGEMENT

Mr. Chan Lap Kwan, aged 43, is the Director of Karl-Thomson
Securities Company Limited and is responsible for the daily operations
and implementation of the internal control procedures of the
Kwun Tong branch. He holds a Bachelor of Business (Banking and
Finance) degree from University of South Australia. He has extensive
experience in the securities, futures and options industry. He joined
the Group in July 1997.

Mr. Sung Wing Yiu, aged 60, is the Director of Karl-Thomson
Securities Company Limited. He is responsible for the management
and development of internet trading services, securities, futures
and other derivatives business of the Group. He holds a Bachelor
of Social Science degree in Government & Public Administration
from the Chinese University of Hong Kong and a Master of Business
Administration degree from the University of Hong Kong. Mr. Sung
has extensive experience in the securities and futures industry and
held senior positions in regional financial institutions in Hong Kong. He
joined the Group in February 2001.
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INVESTMENT BANKING GROUP

Mr. Chow Ka Wo Alex, aged 50, is the Director of Karl Thomson
Financial Advisory Limited. He is responsible for the operation of
the Group's investment banking business since joining the Group
in March 2002. Prior to joining the Group, Mr. Chow had worked at
various international investment banks. He holds a Bachelor of Arts
degree in Applied Mathematics and Economics from the University of
California at Berkeley and a Master of Arts degree in Economics from
the Cornell University in the USA. Mr. Chow was an Executive Director
of Sino Katalytics Investment Corporation (stock code: 2324), which
was subsequently re-named as Capital VC Limited, for the period
between 12 September 2005 to 31 March 2010 and was an Executive
Director of Shenyang Public Utility Holdings Company Limited (stock
code: 0747) for the period from 17 September 2008 to 21 June 2013.
He is also currently a visiting professor of Guang Xi College of Foreign
Languages.
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The Directors would like to present to shareholders their annual report
("Annual Report”) and the audited consolidated financial statements
for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group are (1) the trading of natural resources and
petrochemicals; (2) mineral mining, oil and gas exploration and
production; (3) the provision of financial services and (4) property
investment. Particulars of the principal subsidiaries of the Company
are set out in note 42 to the consolidated financial statements.

Further discussion and analysis of the Group’s principal 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 Management Discussion
and Analysis set out on pages 6 to 15 of this Annual Report. This
discussion forms part of this report of the Directors.

BUSINESS REVIEW

Details of business review, financial performance and future
development of the Group's business are set out in the “Management
Discussion and Analysis” section from pages 6 to 15.

An analysis of the Group's performance during the year using financial
key performance indicators is provided in the Five Year Financial
Summary on page 188 of this Annual Report.

PRINCIPAL RISKS AND UNCERTAINTIES

There are various risks and uncertainties including business risks,
capital risks and financial risks that may have different levels of impact
on the Group's financial performance, operations, business as well as
future prospects.

The business risk faced by the Group is set out in the Environmental,
Social and Governance Report and the capital risk and financial risk
are set out in Note 6 and 7 to the consolidated financial statements
respectively.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

We are attentive to consumption of natural resources and reduction
of pollution during the course of managing our businesses. It is our
goal to minimize our environmental impacts through recycling of
materials, encouragement of resources savings and reduce wastes.
The Group is committed to ensure our compliance with relevant
environmental protection laws and regulations. For further details on
performance of the Group on environmental aspects during the Year,
please refer to our Environmental, Social and Governance Report on
pages 58 t0 68.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group requires operations of the Company and its subsidiaries
to comply with the relevant laws and regulations in the territories in
which we operate. During the Year, the Board was not informed of any
events on violation with laws and regulations.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for the
legal risks possibly faced by its Directors, Supervisors and senior
management during their duty performances.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS AND OTHER STAKEHOLDERS

The Group understands the success of the Group’s business depends
on the support from its key stakeholders, including employees,
customers, suppliers, banks, regulators and shareholders. During
the year, there were no material and significant dispute between the
Group and its key stakeholders that have a significant impact on the
Group. The Group will continue to ensure effective communication
and maintain good relationship with each of its key stakeholder.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 80 of the Annual Report.

The Directors do not recommend the payment of any dividend for the
year.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the past five financial years ended 31 December 2012, 2013, 2014,
2015 and 2016 is set out on page 188 of the Annual Report.
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FIXED ASSETS AND INVESTMENT PROPERTIES

Movements in the fixed assets and investment properties of
the Group during the year are set out in note 19 and 20 to the
consolidated financial statements respectively.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 35 to
the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

ISSUE OF NEW SHARES AND USE OF PROCEEDS

During the year, the Company issued a total of 50,000,000 ordinary
shares through the placement of new shares, which raised the
net proceeds of funding amounting to HK$34,800,000. Details of
movements in shares issued for the year ended 31 December 2016
are set out in note 35 to the consolidated financial statements.

Save as above occurred during 2016, the Company conducted
two share placements in 16 February 2015 and 16 March 2015
respectively. The Company allotted and issued an aggregate of
60,000,000 new shares to Mr. Zhu Yongwen and Ms. Zhou Yang
respectively pursuant to the general mandate of the Company, details
of which are disclosed in the Company’s announcements dated 6
February 2015 and 9 February 2015 accordingly.

To sum up the above share placements the total net proceeds, after
deduction of related expense of approximately HK$600,000, was
approximately HK$107,300,000, which were used for the prescribed
purposes, among which approximately HK$34,800,000 were used
for acquiring the Millhaven Holdings Limited and its subsidiaries and
approximately HK$59,000,000 were used as general working capital of
the Group. The rest of the proceeds approximately HK$13,500,000 was
not unutilized as at 31 December 2016.

DISTRIBUTABLE RESERVES

At 31 December 2016 and 2015, the Company had no reserves
available for distribution to the shareholders.
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DONATION

No charitable donation was made by the Group during the year ended
31 December 2016 (2015: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

The Group's top five customers accounted for approximately 77% of
the total sales. The top five suppliers accounted for approximately
99% of the total purchases for the year. In addition, the Group’s
largest customer accounted for approximately 32% of the total sales
and the Group's largest supplier accounted for approximately 63%
of the total purchases for the year. At no time during the year have
the Directors, their associates or any shareholders of the Company
(which to the knowledge of the Directors own more than 5% of the
Company's share capital) had any interest in these major customers
and suppliers.

DIRECTORS

The Directors of the Company during the year and up to the date of
this Annual Report were as follows:

Executive Directors:

Dr. Hui Chi Ming, GBs., 1P (Chairman)

Mr. Neil Bush (Deputy Chairman)

Dr. Chui Say Hoe (Managing Director)

Mr. Xu Jun Jia (@appointed on 1 January 2016)
Mr. Cao Yu (appointed on 1 January 2016)
Mr. Lam Kwok Hing

Mr. Nam Kwok Lun

Independent non-executive Directors:

Mr. Chen Wei-Ming Eric
Mr. Kwan Wang Wai Alan
Mr. Ng Chi Kin David

The Company has received written annual confirmation from all
of its independent non-executive Directors in respect of their
independence pursuant to the requirements of the Listing Rules. The
Company considers that all of them are independent in accordance
with the independence guidelines set out in the Listing Rules.
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DIRECTORS (Continued)

In accordance with Bye-laws 99 and 102 of the Company’s Bye-laws,
one-third of the Directors for the time being shall retire from office by
rotation (save any Director holding office as Chairman or Managing
Director) at each annual general meeting and any additional Director
so appointed shall hold office only until the next following annual
general meeting of the Company and shall then be eligible for re-
election at the meeting. Therefore, Mr. Neil Bush retire from office
and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

Pursuant to A.4.3 of the Corporate Governance Code, any further
appointment of an Independent Non-Executive Director in excess of
nine years should subject to a separate resolution to be approved by
shareholders. Therefore, Mr. Chen Wei-Ming, Mr. Kwan Wang Wai Alan
and Mr. Ng Chi Kin David retire from office and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

Each of the Independent Non-Executive Directors has signed a letter
of appointment for a term of three years until terminated by not
less than three months' notice in writing served by the Independent
Non-Executive Director of the Company or in accordance with the
terms set out in the respective letters of appointment. Each of the
Independent Non-Executive Directors is entitled to a director’s fee.

The Director being proposed for re-election at the forthcoming
annual general meeting does not have a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).
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DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical information of the Directors of the Company and the
senior management of the Group are set out on pages 16 to 23 of the
Annual Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract
with the Company for a three-year term commencing from 1
September 2000 which is not determinable within one year without
payment of compensation. These service contracts shall continue
thereafter unless and until terminated by either party with not less
than three months’ prior written notice.

DIRECTORS’ REMUNERATION

The remuneration committee of the Board considers and
recommends to the Board the remuneration of all Directors is subject
to regular monitoring by the remuneration committee to ensure that
the levels of their remuneration and compensation are appropriate.
Details of the Directors’ remuneration are set out in note 15 to the
consolidated financial statements.

MANAGEMENT CONTRACT

During the year, no contract concerning the management and
administration of the whole or any substantial part of the business of
the Company was entered or existed.
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DIRECTORS' INTERESTS IN SHARES

At 31 December 2016, the interests of the Directors and their
associates in the shares of the Company and its associated
corporations (with the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ"), as recorded in the register maintained
by the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”) in
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), were as follows:

1. Long positions in the ordinary shares of
HK$0.10 each of the Company
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BEEHNE &4 ZERYE CBRTREAESL

Dr. Hui Chi Ming (Note 1) Interest of controlled corporation 1,801,209,427 71.44%
FTESRE L (M) REHIERE 2 S

Note 1. The shares are registered in the name of and beneficially owned as
to 880,713,143 shares by Triumph Energy Group Limited, 64,018,000
shares by Taiming Petroleum Group Limited, 20,764,000 shares by
Wisdom On Holdings Limited and 835,714,284 shares by Golden Nova
Holdings Limited (“Golden Nova"“). The entire share capital of Triumph
is beneficially and indirectly owned as to 84.25 % by Dr. Hui Chi Ming
through three BVI companies, Taiming, AMA Energy Group Limited and
Simply Superb Holdings Limited respectively. The entire share capital of
Taiming is wholly-owned by Dr. Hui Chi Ming, AMA Energy Group Limited
is directly owned as to 91.70% by Dr. Hui Chi Ming and 8.3% by Taiming
and Simply Superb Holdings Limited is owned as to 16.2% by Taiming.
Wisdom on is wholly owned by Hoifu Petroleum Group Investment
Limited, which is wholly owned by Dr. Hui Chi Ming. Golden Nova is
directly and wholly owned by Dr. Hui Chi Ming.
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DIRECTORS’ INTERESTS IN SHARES (Continued)

2.

Ordinary shares in subsidiaries which are
wholly-owned

One of the Directors has non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the
Company. Save as disclosed above, as at 31 December 2016,
none of the Directors of the Company, chief executive or their
associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in this Annual Report, at no time during the year
was the Company; its ultimate holding company or any subsidiaries of
its ultimate holding company a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other
body corporate.

CONNECTED TRANSACTIONS AND DIRECTORS'
INTERESTS IN CONTRACTS OF SIGNIFICANCE

a)

During the year, the Group received commission income and
other securities dealing income from securities dealing of
approximately HK$27,000 (2015: HK$172,000) from close family
members of two Directors, Messrs. Lam Kwok Hing and Nam
Kwok Lun.

During the year, the Group received commission income
and other income from securities dealing of approximately
HK$62,000 (2015: HK$62,000) from ATNT, in which two Directors,
Messrs. Lam Kwok Hing and Nam Kwok Lun, have controlling
interests.
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CONNECTED TRANSACTIONS AND DIRECTORS'
INTERESTS IN CONTRACTS OF SIGNIFICANCE
(Continueq)

0

At 31 December 2016, an executive Directors, Mr. Nam
Kwok Lun, advanced approximately HK$129,605,000 (2015:
HK$88,936,000) to the Group. During the year, the Group paid
finance costs of HK$4,508,000 (2015: HK$3,896,000) to the
executive Director, Mr. Nam Kwok Lun.

During the year ended 31 December 2016, the Group made
minimum lease payments under operating leases in respect
of office premises of approximately HK$2,400,000 (2015:
HK$2,300,000) to Gahood Holding Company Limited, a company
indirectly wholly-owned by Dr. Hui Chi Ming, an executive
Director of the Company. The transaction also constitutes a
continuing connected transaction under Appendix 14A of the
Listing Rules.

As at 31 December 2016, outstanding advances from a
Director, Dr. Hui Chi Ming, amounted to HK$24,033,000 (2015:
HK$50,000,000).

In November 2016, the Group acquired the entire equity
interestin It RBMEMELFEFHEBR AR ([JLRAERM])
for a consideration of RMB50,000,000 in cash and issuance of
835,714,284 ordinary shares of the Company from Golden Nova
Holdings Limited, a company wholly-owned by Dr. Hui Chi Ming,
a Chairman and controlling shareholder of the Company. The
principal assets of 4t 5 2 1 comprises investment properties
situated in the PRC.

Other than as disclosed above, there was no other transaction which
need to be disclosed as a connected transaction in accordance with
the requirements of the Listing Rules and no contract of significance
to which the Company, its ultimate holding company or any
subsidiaries of its ultimate holding company was a party and in which
a Director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the

year.
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CONTINUING CONNECTED TRANSACTION

On 31 May 2013, an indirect wholly-owned subsidiary of the
Company, Shiny Future Holdings Limited (“Shiny Future”), entered
into the tenancy agreement with Gahood Holding Company Limited
("Gahood"”) in respect of the leasing of office units 9 (portion), 10, 11
and 12 on the 19th Floor of China Merchants Tower, Shun Tak Centre,
168-200 Connaught Road Central, Sheung Wan, Hong Kong, with
a total gross floor area of approximately 2,789 square feet for two
years commencing from 1 June 2013 and expiring on 31 May 2015
(“Tenancy Agreement”).

Such agreement has been renewed for further two years expiring on
31 May 2017 (“Extended Tenancy Agreement”). The Extended Tenancy
Agreement is an arm’s length transaction which was valued by an
independent valuer and in the usual and ordinary course of business
of the Company and on normal commercial terms which are fair and
reasonable and in the interests of the Company and the Shareholders
as a whole.

The annual cap amount for each of the financial years ended/ending
31 December 2015, 2016, and 2017 are HK$1,400,000, HK$2,400,000,
and HK$1,000,000 respectively. The total amount of the transactions
for the year ended 31 December 2016 was HK$2,400,000 (2015:
HK$1,400,000 under Extended Tenancy Agreement & HK$900,000
under Tenancy Agreement).

Gahood is indirectly wholly-owned by Dr. Hui Chi Ming, an executive
Director of the Company. Therefore, Gahood is a connected person of
the Company under the Listing Rules.

According the Extended Tenancy Agreement between Gahood and
Shiny Future constitutes continuing connected transactions for both
Gahood and Shiny Future under Chapter 14A of the Listing Rules.
Pursuant to Rule 14A.76 (1) of the Listing Rules, such Extended
Tenancy Agreement is fully exempt from shareholders’ approval,
annual review and all disclosure requirements.

Annual Report 2016 ¢ —Z—XEFR

Report of the Directors
ESEHRE

HERERS
R-ZB-=FRA=+—A FRAMEZEM

BRAAREEBARLAR ([BRE])EREEER
BERAR([BADIVEERH AABMAAE
EBFBLIRTHEP168 200 ERPLASD
PARE19EEI(FH) 10 - MRIEMRAEE
7 BEEEER278F TR - B-F—=FRX
A—BERBME IR _FT-—RHFRAEA=1T—
BiemlHEmzl) -

ZHHRCRE-—TEEMF U/ _FT—tF
FA=+—HER(REREERZ]) - &L
REEWEBATRS JHARBY(GERMGE"
YRARBHER - BREHERT IR —REEK
KA BRATVABEREARRRRBRERA

N

E\

BHE_T—A% —T-REFR-_T—LF+=
A=T—BULMBFEEFZFELRESED A
7%1,400,0007% 7T + 2,400,000/ 7T }1,000,0007%
T BE_T-—RFT+_A=T—HLEFEZX
ST 2,400,0008 T (—FE—RHF  KERME
S 1% %8 T 721,400,000 T R HEHHER TR
900,000/ 7T) °

BERARAARTESHERELHE2EN
B HEER/LEMBRABETARAZEEAL

FEEBECEERBEHEBR ETHRANE
UARE TREMBEZHERER S RIEL
MRAFUATONG ZRERBEHAEEE
BB ThERME FREEHMAERESRTE -

33



HOIFU ENERGY GROUP LIMITED « SlEfREBARL T

Report of the Directors
EEERE

SUBSTANTIAL SHAREHOLDERS FERR

As at 31 December 2016, the register of substantial shareholders RZ-ZT—XFE+-_A=+—8 REXQFIRE
maintained by the Company pursuant to Section 336 of the SFO 5 R EIEIEHIZEI3IEEE 2 T EREZ L MAT
shows that the following shareholder had notified the Company of  28% - THIREDBE AR QAT MEA R D AC
relevant interests in the issued share capital of the Company. TIRA Bk

Long positions in the ordinary shares of HK$0.10 RAARERHEEC.10BTEERZE
A

each of the Company 2
Percentage of
Number of the share
issued ordinary capital of the
Name of shareholder Capacity shares held Company
e &7 R NN
RRER 514 ZER™A [ & N=R e
Triumph Beneficial owner 880,713,143 34.93%
= 84808 (Note 1 fifat1) EREAA
Taiming Beneficial owner 64,018,000 2.54%
Zz 8% (Note 2 1 5#2) EREAA
Wisdom On (Note 3 {1 ##3) Beneficial owner 20,764,000 0.82%
EREAA
Golden Nova (Note 2 f1#2) Beneficial owner 835,714,284 33.15%
EREAA
Note 1. The entire issued share capital of Triumph is beneficially and indirectly owned as HaET - SUE#ERZ 2MEBTRAR gﬁFg%%iﬁg”é@
t0 84.25% by Dr. Hui Chi Ming through three BVI companies, Taiming, AMA Energy SIGES ) RSl VALIES ‘AMf Energy Grgup Limited
Group Limited and Simply Superb Holdings Limited respectively. KRR IR R B T 25 R 5 84.25% ek

Note 2 Both of the entire issued share capital of Taiming and Golden Nova are ~ #/a2 + ZEstJGolden Novaz 2 HE BT R A M E 48 £
beneficially owned by Dr. Hui Chi Ming. EalEg-

Note 3: The entire issued share capital of Wisdom On is beneficially owned by Hoifu ~ #7#%3 < Wisdom On.z 2 #BE 247 4 e Hoifu Petroleum Group

Petroleum Group Investment Limited, which is wholly owned by Dr. Hui Chi Ming. Investment Limited (AT E#H L2 EER)HEHE
5o

Save as disclosed above, no person (other than the Directors of the R EXPIEBEEIN BRARFRESR (RE 2

Company whose interests are set out under the heading “Directors’ B & IR EX TESRRM 2 w1 A) b - BE&
Interests in Shares” above) had an interest or a short position inthe AT RAR R KA R A Bl sr R
shares and underlying shares of the Company that was required to be B 5 R R ARG 336517 B 2 Bacfit

recorded under Section 336 of the SFO. mIKE
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DIRECTORS' INTEREST IN COMPETING
BUSINESS

As at 31 December 2016, none of the Directors or their respective
associates had any business or interests in business, apart from the
business of the Group, which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications
and competence.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, at least 25% of the Company’s
total number of issued shares were held by the public as at the date
of this Annual Report.

RETIREMENT BENEFITS SCHEME

Details of the Group's retirement benefits scheme are set out in note
38 to the consolidated financial statements.
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PURCHASE, REDEMPTION OR SALE OF THE
COMPANY'S SECURITIES

Save for the company's purchases of its own shares on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) as disclosed
below, neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s shares on the Stock
Exchange during the year ended 31 December 2016.

BA BEREHEARFARS

BT XAREARAREEB AR SHERAT
(T8 3P )) BEIRA S 2 RIASH A A TRAE
AMBARRBE-E—AFE+-A=+—AI
FEBERBRABA  ELNEEEAAAT
R

Purchase Purchase Aggregate

Number of  consideration  consideration  consideration

shares per share- per share- paid (before

repurchased Highest Lowest expenses)

2 EE =181 BREHE ENEARE

Month A RO EE BEAE BERE (1BRBEZAD)
HKS HKS HKS

BT BT BT

January —HA 14,672,000 0.7 05 8,326,000
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CORPORATE GOVERNANCE

The Company had complied with all the applicable code provisions
as set out in the Corporate Governance Code contained in Appendix
14 to the Listing Rules during the Reporting Period. The details of
the Group's compliance with the Code is set out in the Corporate
Governance Report from page 38 to page 57 of this Annual Report.

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

Details of which is set out in pages 58 to 68 of the Environment, Social
and Governance Report in this Annual Report.

AUDITOR

A resolution will be submitted to the forthcoming annual general
meeting to the Company to re-appoint Elite Partners CPA Limited as
auditor of the Company.

By Order of the Board

Dr. Hui Chi Ming, c.Bs., J.P.
CHAIRMAN

Hong Kong, 30 March 2017
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The Company recognizes that good corporate governance is vital to
the success of the Group and sustains development of the Group. The
Company is committed to maintaining good corporate governance
standard and practices with an emphasis on integrity, transparency
and independence. The board of directors (the “Board”) believes
that good corporate governance is essential to the success of the
Company and the enhancement of shareholders’ value.

CORPORATE GOVERNANCE PRACTICES

During the financial year of 2016, the Company has complied with
most of the code provisions set out in the Corporate Governance
Code (the “Code”) as contained in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules"), save for the following:

1. The Chairman of the Board and the Managing Director of the
Company is not subject to retirement by rotation pursuant to
Byelaw 99 of the Company’s Bye-laws.

The Company periodically reviews its corporate governance practices
to ensure they continue to meet the requirements of the Code during
the year ended 31 December 2016. The key corporate governance
principles and practices of the Company are summarised in this
report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as its code of conduct regarding
Directors’ securities transaction.

To the specific enquiry by the Company, all Directors have confirmed

that they had complied with the Model Code throughout the year
ended 31 December 2016.
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THE BOARD
Responsibilities

As at the date of this Annual Report, the Board comprises of seven
Executive Directors, being Dr. Hui Chi Ming (Chairman), Mr. Neil Bush
(Deputy Chairman), Dr. Chui Say Hoe (Managing Director), Mr. Lam
Kwok Hing and Mr. Nam Kwok Lun, Mr. Xu Jun Jia, Mr. Cao Yu; three
Independent Non-Executive Directors, being Mr. Chen Wei-Ming
Eric, Mr. Kwan Wang Wai Alan and Mr. Ng Chi Kin David. Biographical
details, which include relationships among members of the Board, are
provided in the “Directors and Senior Management” section of the
Annual Report. The composition of the Board is well balanced with
the Directors having sound industry knowledge, extensive corporate
and strategic planning experience and/or expertise relevant to the
business of the Group. The Executive Directors and Independent Non-
Executive Directors bring a variety of experience and expertise to the
Company.

There is a clear division of responsibilities between the Board and
the management. The Board is responsible for providing high-level
guidance and effective oversight of management while day-to-
day management of the Group is delegated to the management
team of each respective subsidiary. Generally speaking the Board is
responsible for:

o Formulating the Group's long term strategy and monitoring the
implementation thereof

o Approval of interim and year end dividend

o Reviewing and approving the annual and interim reports
o Ensuring good corporate governance and compliance

o Monitoring the performance of the management

o Reviewing and approving any material acquisition and assets
disposal

o Developing and reviewing the Group’s policies and practices on
corporate governance
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THE BOARD (Continued)
Responsibilities (Continued)

The Board delegates the authority and responsibility for implementing
day-to-day operations, business strategies and management of the
Group’s businesses to the Executive Directors, senior management
and certain specific responsibilities to the Board committees. The
Board is committed to making decisions in the best interests of both
the Company and its shareholders.

The Board acknowledges its responsibility for preparing the
consolidated financial statements of the Group which give a true and
fair view of the Group's consolidated financial position in accordance
with statutory requirements and applicable accounting standards.
The statement by the auditor of the Company about its reporting
responsibilities for the consolidated financial statements of the Group
is set out on pages 69 to 79 in the Independent Auditor’s Report.

All Directors have full and timely access to all relevant information
as well as the advice and service of the Company Secretary to
ensure Board procedures and all applicable rules and regulations are
followed.

Composition
The Board has in its composition a balance of skills and experience

necessary for independent decision making and fulfilling its business
needs.
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THE BOARD (Continued)
Composition (Continued)

As at the date of this annual report, the Board comprised ten
members, including seven Executive Directors and three Independent
Non-executive Directors, as follows:

Executive Directors:

Dr. HUI Chi Ming, GBS, 1P (Chairman)

Mr. BUSH Neil (Deputy Chairman)

Dr. CHUI Say Hoe (Managing Director)

Mr. Xu Jun Jia (@appointed on 1 January 2016)
Mr. Cao Yu (appointed on 1 January 2016)
Mr. LAM Kwok Hing

Mr. NAM Kwok Lun

Independent Non-Executive Directors:

Mr. CHEN Wei-Ming Eric
Mr. KWAN Wang Wai Alan
Mr. NG Chi Kin David

Biographical details of the Directors are set out on pages 16 to 23.

During the year ended 31 December 2016, the Board complied
with the Rules 3.10(1) and (2) of the Listing Rules relating to
the appointment of at least three independent non-executive
directors and one of the independent non-executive directors has
appropriate professional qualifications or accounting or related
finance management expertise. All three Independent Non-Executive
Directors are appointed for a specific term of three years. They are
subject to retirement by rotation and re-election provisions of the
Bye-laws.

However, following the appointment of Mr. Xu Jun Jia and Mr. Cao
Yu with effect from 1 January 2016, the number of Independent
Non-executive Directors on the Board is less than one-third of the
members of the Board as required under Rule 3.10A of the Listing
Rules. The Company is endeavoring to appoint one additional
Independent Non-executive Director to meet the minimum number
required under Rule 3.10A as soon as practicable.

TRERHRE

EEe (#)
Mk (&)

RAFHEH EFSm +HKXEAK NUT
TERRTESE RN =RBIUFRTES:

HITESE:

HEKEL oS, P (LE)

Ee fmftsE (/)

REME L (EFBLHE)

HEEEE (RZT—A"F—A—BEZT)
EFEE (RZE—AE—A—BHEZT)
BB

BUFATESE:

RIZBAEE
AR EE
hEBRKLE

EEREHBHNFI6E23ER

HE_Z-—RE+__A=1+—HILEE F£g
B8 EMRRAEII0NRQQBGEREEIRE=
RBUFATES REP - RBIUFATES
BABEEZEXRERIGHHERMBEESR
RZBRE - RM=RBUFRTEEZEHEAR
=F - REARARFERANANBABRESE
ZHNEXER-

AM FREAEREFREZZAR-F—X
F-A-BRERE BEFBIINTESZ
ABLR ETRAEIIARELEZTGKE
ZEPZ— - ARABHIEREES—BBUHFE
MITESE UFE LR RIE3N0AGKRREE 2
RIEAR-

41



HOIFU ENERGY GROUP LIMITED « S\ E&FREBEER AT

Corporate Governance Report
TEERHRE

THE BOARD (Continued)
Composition (Continued)

The Company has received written annual confirmation from each
Independent Non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers
all Independent Non-executive Directors to be independent in
accordance with the independence guidelines set out within Rule 3.13
of the Listing Rules.

The Bye-laws of the Company requires that one-third (if the number
is not a multiple of three, the number nearest to but not less than
one-third) of the Directors (including executive and non-executive
directors) shall retire by rotation each year. The Directors to retire by
rotation shall include any Director who wishes to retire and not to
offer himself for re-election and those of the other Directors who have
been longest in office since their election or re-election. A retiring
Director is eligible for re-election. Any Director appointed by the Board
to fill a casual vacancy shall hold office until the first general meeting
of members after his appointment and be subject to re-election at
such meeting and any Director appointed by the Board as an addition
to the existing Board shall hold office until the next following annual
general meeting and be eligible for re-election. Any Director appointed
pursuant to the aforesaid Bye-law shall not be taken into account in
determining which particular Directors or the number of Directors
who are to retire by rotation.

Under the code provisions A.4.2. of the Code, every Director, including
those appointed for a specific term, should be subject to retirement
by rotation at least once every three years. However, according to
Bye-Laws of the Company, the Chairman or Managing Director are not
subject to retirement by rotation or taken into account on determining
the number of Directors to retire. This constitutes a deviation from
code provision A.4.2. of the Code. As continuation is a key factor to
the successful implementation of any long-term business plans, the
Board believes that the roles of Chairman and Managing Director
provide the Group with strong and consistent leadership and allow
more effective planning and execution of long-term business
strategies, that the present arrangement is most beneficial to the
Company and the shareholders as a whole.
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THE BOARD (Continued)
Board Meetings and General Meeting

During the year ended 31 December 2016, twelve Board meetings,
one annual general meeting ("AGM") and one special general meeting
("SGM") was held with details of the Directors” attendance set out
below:

TRERHRE

EEg (&)

EEEEERKRRAE
RBE-T—AF+-A=+-RALEEESE
At REFEER  —RBRTAFAR ([RE
BEAR]) R—RBREAIAE (TREERIA
) AREFZHREABERIMT

Attendance/Number of Meetings

HE GERE

Annual
General
Meeting
and
Special
General
Name of Director EENA Board Meeting
BREFAGR
BExg BRRFARE

Executive Directors: HTESE:
Dr. HUI Chi Ming (Chairman) HFEREL (£E) 8/12 1/2
Mr. BUSH Neil (Deputy Chairman) ER etttk (BIL/E) 1/12 0/2
Dr. CHUI Say Hoe (Managing Director) iRttt FE L (Z F4G45 7 ) 10/12 1/2
Mr. Xu Jun Jia FTIR = A 8/12 2/2
Mr. Cao Yu LY 5/12 1/2
Mr. LAM Kwok Hing ERELE 4/12 1/2
Mr. NAM Kwok Lun ERfmiE 6/12 1/2

Independent Non-Executive
Directors: BIYFHITES:

Mr. CHEN Wei-Ming Eric PRIZRAE A 5/12 0/2
Mr. KWAN Wang Wai Alan BARERE 6/12 0/2
Mr. NG Chi Kin David AERLLE 7/12 1/2

Directors’ Training

The Directors are encouraged to participate in continuous

EEEIITF

AAREBEEL RS EYLYRE HETEE

professional development to develop and refresh their knowledge
and skills. The Company would provide a comprehensive introduction
package covering the summary of the responsibilities and liabilities
of a director of a Hong Kong listed company, the Company’s
constitutional documents and the Guides on Directors’ Duties issued
by the Companies Registry to each newly appointed Director to
ensure that he/she is sufficiently aware of his/her responsibilities and
obligations under the Listing Rules and other regulatory requirements.

BEZHBLKEE - ARARAFERHEENES
RHUZENMEERXMS REFELMARE
EZBEREREEME ARBZABEEN
HARTELAEMEHEHNEERERS]  #
RERESAOANBZER EHARAIREMBEER
ETHRENEE.
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THE BOARD (Continued)
Directors’ Training (Continued)

The Company Secretary reports from time to time the latest changes
and development of the Listing Rules, corporate governance practices
and other regulatory regime to the Directors with written materials, as
well as organizes seminars on the professional knowledge and latest
development of regulatory requirements related to director’s duties
and responsibilities.

During the year of 2016, there were one in-house seminars conducted
covering the topics of director’s duties under Appendix 10 and
Appendix 14 of the Listing Rules under the Listing Rules. All Directors
attended the seminars.

For the year ended 31 December 2016, each of the newly appointed
Directors participated in the director’s induction training conducted
by the lawyer.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The positions of the Chairman of the Board and the Chief Executive
Officer are held separately by two individuals to ensure their
respective independence, accountability and responsibility. The
Chairman is responsible for overseeing the function of the Board
and formulating overall strategies and policies of the Company. The
Managing Director is responsible for managing the Group’s business
and overall operations. The day-to-day running of the Company is
delegated to the management with divisional heads responsible for
different aspects of the business.

The Chairman shall ensure that all Directors are properly briefed on
issues arising at Board meetings.

The Chairman is responsible for ensuring that Directors receive

adequate information, which must be complete and reliable, in a
timely manner.
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BOARD COMMITTEES

The Directors are aware of their collective and individual
responsibilities to the shareholders for the wellbeing and success of
the Company.

To enhance the effectiveness of the management of the Company,
the Board has established three committees, namely, the Audit
Committee, the Nomination Committee and the Remuneration
Committee to oversee corresponding aspects of the Company’s
affairs. All Board committees of the Company have defined written
terms of reference.

Audit Committee

The Audit Committee was established on August 2000 and comprises
three Board members, all of whom are Independent Non-executive
Directors. The Audit Committee has adopted the same term of
reference, which describes the authority and duties of the Committee,
as quoted under code provision C.3.3 of the Code. The written terms
of reference which describe the authority and duties of the Audit
Committee were adopted on August 2000 and revised on 1 March
2012 to conform to the provisions of the Code, a copy of which is
posted on the Company's website and the Stock Exchange.

The Audit Committee is primarily responsible for the following duties:

o to make recommendation to the Board on the appointment,
reappointment and removal of the external auditor, and to
approve the audit fees and the terms of engagement of the
external auditor, and any questions of their resignation or
dismissal;

o monitor the external auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards, and to discuss with the external auditor
the nature and scope of the audit and reporting obligations
before the audit commences,
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BOARD COMMITTEES (Continueq)
Audit Committee (Continued)

o to monitor integrity of the Group’s consolidated financial
statements, annual report, accounts and the half-year report,
and to review significant financial reporting judgments
contained in them,

o to oversee the Group's financial reporting system and internal
control procedures;

J and to review compliance with regulatory and legal
requirements by the Company.

The Audit Committee shall meet at least two times each year.
In 2016, the Audit Committee held two meetings which include
considering the annual results of the Group for the financial year
ended 31 December 2015 and the interim results of the Group for
the 6 months ended 30 June 2016, discussing with the Company’s
auditor on the existing internal control and the re-appointment of the
external auditor. The Audit Committee also provides in important link
between the Board and the Company’s auditors in matters coming
within the scope of its terms of reference and keeps under review the
independence and objectivity of the auditors.

Subsequent to the financial year end, the Audit Committee has
reviewed the Group’s audited consolidated financial statements
for the year ended 31 December 2016, including the accounting
principles and practices adopted by the Group, and recommended
them to the Board for approval.
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There were two meetings held during the year under review, detailsof REEEE BREZESLERITMAS®E £ F
attendance are set out below: BT
Number of meetings RPN 2
Audit Committee members: ENLZEENE:
Mr. NG Chi Kin David AEREE 2/2
(Chairman of Audit Committee) (BERZESFE)
Mr. CHEN Wei-Ming Eric PR{ZE AR ST & 2/2
Mr. KWAN Wang Wai Alan BRRERE 2/2
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BOARD COMMITTEES (Continueq)
Nomination Committee

The Nomination Committee of the Company (the “Nomination
Ccommittee”) was established on 27 March 2012 and is composed of
one executive director and two independent non-executive directors,
namely Dr. Hui Chi Ming (Chairman of the Nomination Committee), Mr.
Chen Wei-Ming Eric and Mr. Ng Chi Kin David.

In order to comply with the Code, the Board adopted terms of
reference of the Nomination Committee on 27 March 2012 and the
terms of reference of the Nomination Committee are available on the
websites of the Company and the Stock Exchange.

The primary duties of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge
and experience) of the Board and make recommendations on any
proposed changes to the Board to complement the Company's
corporate strategy, to identify and nominate qualified individuals for
appointment as additional directors or to fill Board vacancies as and
when they arise, and to make recommendations to the Board on
matters relating to the appointment or re-appointment of directors
and succession plan for directors, in particular the Chairman and the
Chief Executive Officer.

The Nomination Committee shall meet at least once per year
according to its terms of reference. One Nomination Committee
meeting was held during the year under review, details of attendance
are set out below:

TERERHRE
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RIFRAZE MBI cBEHRE RAE8S
ARLBFRT-REF - RELZBEECREMA
FERABT-REH LEFBHINMT:

Number of meetings SEXH 1
Nomination Committee members: REEZBEEKE:
Dr. HUI Chi Ming, G.B.S., J.P A $41E L, GBS, JP
(Chairman of the Nomination Committee) (lEEZEZE/F) 1/1
Mr. CHEN Wei-Ming Eric e 11
Mr. NG Chi Kin David HEBREE 11

During the year under review, the Nomination Committee had
reviewed the structure, size and composition of the Board of Directors
of the Company and the retirement and re-appointment arrangement
of the Directors in the Company’s forthcoming annual general
meeting.

ROEFE REZBECEHNARAESZEZ
RiE BB NEK  ARARBEREBRRBFEAR
ECEFRENRENZELY-
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BOARD COMMITTEES (Continueq)
Remuneration Committee

The Company established the Remuneration Committee on 28
July 2005 with terms of reference substantially the same as those
contained in paragraph B.1.2 of the Corporate Governance Code.
The written terms of reference which describe the authority and
duties of the Remuneration Committee were adopted on 28 July
2005 and revised on 1 March 2012 to conform to the provisions of
the Code, a copy of which is posted on the Company'’s website and
the Stock Exchange. A majority of the members of the Remuneration
Committee is Independent Non-executive Directors and members of
the Committee are listed as below.

In accordance with the code provision B.1.2 (c)(ii) of the Corporate
Governance Code, the Remuneration Committee is responsible
for making recommendations to the Board on the remuneration
packages of individual executive directors and senior management.
The Remuneration Committee takes into consideration factors such
as salaries paid by comparable companies, time commitment and
responsibilities of the directors, employment conditions elsewhere in
the Group and the desirability of performance-based remuneration.

The Remuneration Committee is primarily responsible for the
following duties:

o to determine the policy for the remuneration of executive
directors, assessing performance of executive directors and
approving the terms of executive directors’ service contracts;

o to make recommendations to the Board on the Company’s
policy and structure for all remuneration of directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration and to place recommendations before the Board
concerning the total remuneration and/or benefits granted to
the Directors from time to time;

o to review and approve the senior management’s remuneration

proposals with reference to the corporate goals and objectives
resolved by the Board from time to time;
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BOARD COMMITTEES (Continueq)
Remuneration Committee (Continued)

o to performs an advisory role to the Board and to make
recommendations to the Board on the remuneration packages
of individual executive directors and senior management, with
the Board retaining the final authority to approve executive
directors’ and senior management’s remuneration;

o to make recommendations to the Board on the remuneration on
independent non-executive directors;

o to review and approve the compensation payable to executive
directors and senior management in connection with any loss
or termination of their office or appointment to ensure that
such compensation is determined in accordance with relevant
contractual terms and that such compensation is otherwise fair
and not excessive; and

o to review and approve compensation arrangements relating
to dismissal or removal of directors for misconduct to ensure
that such arrangements are determined in accordance with
relevant contractual terms and that any compensation payment
is otherwise reasonable and appropriate.

The overriding objective of the remuneration policy is to ensure that
the Company is able to attract, retain, and motivate a high-calibre
team which is essential to the success of the Company.

The Remuneration Committee shall meet at least once each year.
During the year under review, one meeting was held to consider and
approve the remuneration of all Directors and senior management.
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BOARD COMMITTEES (Continueq)
Remuneration Committee (Continued)

One Remuneration Committee meeting was held during the year
under review, details of attendance are set out below:

BEEZEE (&)
FMEEE (&)

REBEFE HFMEE L RT
BT

Number of meetings SEXH
Remuneration Committee members: FTMEEEKE

Dr. Chui Say Hoe E IR S

(Chairman of the Remuneration Committee) (FrNZEEE+/E)

Mr. CHEN Wei-Ming Eric PR{Z AR 5L A&

Mr. NG Chi Kin David REREE
During the year under review, the Remuneration Committee reviewed OEFE FTHEEE
the existing remuneration policies of the Company. Eﬂlﬁﬁwﬁ
CORPORATE GOVERNANCE FUNCTIONS EERBAE

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate
governance duties as below:

(i)  To develop and review the Group's policies and practices on
corporate governance and make recommendations;

(i) To review and monitor the training and continuous professional
development of directors and senior management;

(i) To review and monitor the Group's policies and practices on
compliance with all legal and regulatory requirements (where
applicable),

(iv) To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the employees and
directors of the Group; and

(v)  To review the Group’s compliance with the code of corporate

governance and disclosure requirements in the Corporate
Governance Report.
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CORPORATE GOVERNANCE FUNCTIONS
(Continuedq)

During the year under review, the Board approved the terms of
reference of the Board and the revised terms of reference of the
Audit Committee, the Nomination Committee and the Remuneration
Committee, the shareholder communication policy, shareholder
enquiry procedures and special request procedures.

AUDITOR'S REMUNERATION

During the year ended 31 December 2016, the remuneration paid/
payable to the external auditors of the Group, Elite Partners CPA
Limited, is set out as follow:

Services Rendered
FriR AR %

Audit services Ei AR
Other assurance services H b RE RS
Non assurance services IER B RS

The audit committee has expressed its views to the Board that the
level of fees paid/payable to the Company to the Company’s external
auditors for annual audit services is reasonable. There has been no
major disagreement between the auditors and the management of
the Company during the year.

COMPANY SECRETARY

Mr. Fu Wing Kwok Ewing, the secretary of the Company whose
biography details are set out in the section headed “Directors and
Senior Management” in this Annual Report, confirmed that he had
attained no less than 15 hours of relevant professional training during
the year ended 31 December 2016.
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Fees paid/payable
g2 ERER
HK$'000

FHT

1,430
2,050
137
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LIABILITY INSURANCE OF DIRECTORS AND
SENIOR MANAGEMENT

The Company has appropriate directors and officers liability Insurance
in place for its Directors and senior management, in order to
safeguard them from any legal and compensation liabilities arising in
the course of discharging their duties.

DIRECTOR’S RESPONSIBILITIES FOR THE
FINANCIAL STATEMENT

The Board acknowledges that it is their responsibilities for:

() overseeing the preparation of the financial statements of the
Group with a view to ensuring such financial statements give a
true and fair view of the state of affairs of the Group, and

(i selecting suitable accounting policies and applying the selected
accounting policies consistently with the support of reasonable
and prudent judgement and estimates.

The statement by auditor about their reporting responsibilities is set
out in the Independent Auditor’s Report on pages 69 to 79 of the
Annual Report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is overall responsible for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the
Group’s strategic objectives, and ensuring that the Group established
and maintained appropriate and effective risk management and
internal control systems.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external advisor
of the Group’s accounting, internal audit and financial reporting
function.

The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk management
and internal control system to ensure adequate control in place to
safeguard the Group's assets and stakeholder’s interest.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continuedq)

The Group has established risk management procedures to address
and handle the all significant risks associate with the business of the
Group. The Board would perform annual review on any significant
change of the business environment and establish procedures
to response the risks result from significant change of business
environment. The risk management and internal control systems are
designed to mitigate the potential losses of the business.

The management would identify the risks associate with the business
of the Group by considering both internal and external factors and
events which include political, economic, technology, environmental,
social and staff. Each of risks has been assessed and prioritised
based on their relevant impact and occurrence opportunity. The
relevant risk management strategy would be applied to each type of
risks according to the assessment results, type of risk management
strategy has been listed as follow:

- Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of the
risks;

- Risk avoidance: change business process or objective so as to
avoid the risk;

= Risk sharing and diversification: diversify the effect of the risk or
allocate to different location or product or market; and

- Risk transfer: transfer ownership and liability to a third party.

The internal control systems are designed and implemented to
reduce the risks associated with the business accepted by the Group
and minimise the adverse impact results from the risks. The risk
management and internal control system are design 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.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continuedq)

For the year ended 31 December 2016, the Group has engaged an
external advisory firm to undertake the internal audit function to
ensure the effectiveness and efficiency of the risk management and
internal control system of the Group. There is no significant deficiency
and weakness on the internal control system has been identified by
the external advisory firm for the year ended 31 December 2016.

The Board considered that, for the year ended 31 December 2016, the
risk management and internal control system and procedures of the
Group, covering all material controls including financial, operational
and compliance controls and risk management functions were
reasonably effective and adequate.

SHAREHOLDERS' RIGHTS

An annual general meeting shall be held in every year. General
meetings which are not annual general meetings are known as special
general meetings (“SGM”) as referred to in the procedures described
below. These procedures are subject to the bye-laws of the Company,
the Companies Act 1981 of Bermuda (the “Companies Act”)and
applicable legislation and regulations.

Convening of SGM on requisition of shareholders

In accordance with the Companies Act registered Shareholder(s)
holding not less than one-tenth (10%) of the paid-up capital of the
Company as at the date of the deposit of the requisition shall have the
right to submit a written requisition requiring a SGM to be convened
by the Board.

54

[\ B IR BRI (42)

HE_Z-—RNF+_A=+—BLFE F&£E
B ASNDRER A R AR NI E B AL - R
SE R EIE R REER RR AR R R
HE_Z-—RNF+_A=+—RBILFE &
FARYARBERAREASZEGRGFEENE
NN DR

EEgRA BE_Z—RFt-A=1t—HL
FE -AEERENE 2ERGHREFNEME
BEXEWNEEREREEBENRREIERAR
BEHEGDBEEAERL M-

BRR 2z REF

ARBRBERERITRRBFAS - FEBRE
FRGZBERAG THAT P A2 fr i 2 R
ARE (ERENAE]) - BRREFAXART
NEMAA BRE-AN-FRADE (RFDE])
K8 R 2 A B B A5 BIRR 1

ERRERABARRESHAE
REQAE RBEFFEARERARADHR

BRAETDR+DZ —(10%ELCRREERLE
EFKEREEZSARBERFTRIAE



Annual Report 2016 ¢ —Z— XEFR

Corporate Governance Report

SHAREHOLDERS' RIGHTS (Continued)

Convening of SGM on requisition of shareholders
(Continued)

The written requisition (i) must state the purposes(s) of the meeting,
and (i) must be signed by the requisitionists and deposited at the
Company's registered office in Bermuda, and may consist of several
documents in like form, each signed by one or more requisitionists. To
ensure that the requisition is received by the Company at the earliest
opportunity, the requisitionists are urged to deposit also a copy of
the signed requisition at the Company's principal place of business in
Hong Kong (for the attention of the board of directors or the company
secretary).

If the Directors fail to proceed to convene an SGM within 21 days
from the date of deposit of the requisition, the requisitionist(s) (or any
of them representing more than one-half of their total voting rights)
may himself/themselves convene an SGM, which must be held within
3 months of the date of deposit of the requisition. The SGM must be
convened by the requisitionist(s) in the same manner as nearly as
possible as that in which SGM is to be convened by the Directors.

Putting forward proposals at general meetings

In accordance with Sections 79 and 80 of the Companies Act, the
registered Shareholders are entitled to putting forward a proposal at a
general meeting if:

(@) they represent not less than one-twentieth (5%) of the total
voting rights of the Company as at the date of the deposit of the
requisition; or

(b)  there are not less than 100 registered Shareholders.

The written requisition stating the resolutions is duly signed by the
registered Shareholder(s) concerned, accompanied by a statement
of not more than 1,000 words with respect to the matter referred to
in the proposed resolution or the business to be dealt with must be
deposited at the registered office of the Company.
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SHAREHOLDERS' RIGHTS (Continued)

Putting forward proposals at general meetings
(Continued)

Upon receipt of a valid written requisition, the Company shall take
appropriate actions and make necessary arrangements, and the
Shareholders concerned shall be responsible for the expenses
incurred in giving effect thereto in accordance with the requirements
under Sections 79 and 80 of the Companies Act.

Putting forward enquiries to the Board

Shareholders should direct their questions about their shareholdings
to the Company’s branch share registrar, Tricor standard Limited at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

Shareholders may send written enquiries, either by post, by facsimiles
or by email, together with his/her contact details, such as postal
address, email or fax, addressing to the head office of the Company at
the following address or facsimile number or via email:

Address: Units 1910-12, 19/F China Merchants Tower, Shun Tak
Centre, 168-200 Connaught Road Central, Sheung Wan,
Hong Kong

Fax: (852) 2587-7807

Email: pat@hoifuenergy.com

All enquiries shall be collected by the Company Secretary who
shall report to the Executive Directors periodically on the enquiries
collected. The Executive Directors shall review the enquiries and
assign different kinds of enquiries to appropriate division head/
manager for answering. After receiving the answers of all enquiries
from the relevant division head/manager, the Company Secretary will
collect the answers for the Executive Directors’ review and approval.
The Company Secretary shall then be authorized by the Executive
Directors to reply all enquiries in writing.

56

BRER &R (&)

ERRAELEZER (&)

ARFREEAREEH R 5 REER 7D
R H 7 B 22 4 - 7 B AR RV R 4R 28 R 79
R EBOME B X (TS THRRHE LD
EEE

MEEERIENA

FEER AN 2 T HE A A TR R R - FE M AR &) B A%
DBEFELSREEZEFRAREL it A
BB REARBERISFRA M L2221 o

BRAKEMER (THESF BFEHREH)ER
HEFMBEERN (NBFhit SHHEE)RER
BARNRERERIAT I EERBTHEE:

ik FELERTHET168-2005% F 1= L H
B BREI19E1910-12F

BEH: (852) 2587-7807

BHE . pat@hoifuenergy.com

FIAEEASHARWERR  MQEAWERESH
APTEFREREINER -RITESEHM
BERER RESARNXBAEHRMAETE K
BRE - ATWEKRRAEBBAITE RN
RER BEXWTESFENMME-WTE
EERERELATNENEANAREMAS
ks



Annual Report 2016 ¢ —Z— XEFR

Corporate Governance Report

INVESTOR RELATIONS

The Company recognises its responsibility to explain its activities to
those with a legitimate interest and to respond to their questions. In
addition, questions received from the general public and individual
shareholders are answered promptly. In all cases great care is taken to
ensure that no price-sensitive information is disclosed selectively.

CONSTITUTIONAL DOCUMENTS

No significant changes to the Company’s constitutional documents
were made during the year.

SHAREHOLDERS COMMUNICATION POLICY

The Board is responsible for ensuring shareholder communications
are adequate and appropriate and based on transparency and
sound corporate governance principles. The Company adopted a
Shareholders Communication Policy on 1 March 2012 which aims
to present a clear, balanced and comprehensive assessment of our
financial position and operational status by providing shareholders
and other stakeholders with information in a timely and transparent
manner. The Company will communicate to shareholders through
written information and electronic communication as follows:

Annual and interim reports

o Disclosures made to the Hong Kong Stock Exchange

. Notice and circular of general meetings

o Annual general meeting, where the external auditor is available
to answer questions about the audit

o Corporate website: www.hoifuenergy.com

o Direct enquiry sent to the Company
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INTRODUCTION

This report has been prepared by the management of the Company in
accordance with the requirement of the Appendix 27 Environmental,
Social and Governance Reporting Guide (“ESG Guide”) of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

The environmental, social and governance report of Hoifu Energy
Group Limited (the “ESG Report”) has been presented into two subject
areas, Environmental and Social and each subject area will have
various aspects to disclose the relevant policies and the status of
compliance with relevant laws and regulations as addressed by the
ESG Guide.

The Guide has indicated that the requirement of key performance
indicators would upgrade to “comply or explain” with effective date
for the financial year beginning on or after 1 January 2017. The Group
has not early adopted the code of provision regarding the requirement
of key performance indicator under the Environmental subject for the
year ended 31 December 2016 by considering the effectiveness of
allocation on the resources available of the Group during the year.

The Board believed that the responsible and respective environmental
and social strategy and policies are extremely important to the
Group as the developer of natural resources. The Board has overall
responsibility for the Group’s environmental and social strategy and
reporting and this report has been reviewed and approved.

SCOPE OF THE REPORT

This is the first environmental, social and governance (“ESG”) report of
the Group which purposely demonstrate the policies and compliance
status of the relevant law and regulations of the Group which has
been identified as material to the Group's business and its key
stakeholders for the year ended 31 December 2016 (the “Reporting
Period”).
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SCOPE OF THE REPORT (Continued)
The key stakeholders for the Reporting Period are listed as follows:

- Equity shareholders

= Central and local governments of various jurisdiction

= Local community of various jurisdiction

- Hong Kong supervision bodies related to listing compliance
- Employees

- Customers

- Suppliers

The ESG report would separate into two subject areas and each
subject area included relevant aspects as follows:

Environmental

- Emissions

- Use of Resources

- Environmental and Natural Resources

Social

= Employment

- Health and Safety

- Development and Training
= Labour Standards

- Supply Chain Management
- Product Responsibility

- Anti-corruption

- Community Investment

THE GROUP

The principal activities of the Group are (1) the trading of natural
resources and petrochemicals; (2) mineral mining, oil and gas
exploration and production; (3) the provision of financial services and
(4) property investment.
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SIGNIFICANT ESG-RELATED RISKS

The Board has evaluated and determined the ESG-related risks by
taking the major stakeholder’s concern on the business of the Group
and the the Group's significant ESG-related risks are listed as follow:

a.

60

The support of the central and local
government on permission of exploration and
exploitation of natural resources and relevant
environmental policies

The development of natural resources required the permission
of the central and local governments. The Group has maintained
proper and long-term relationship with the relevant central
and local government department in various jurisdiction by
promoting the locality first policy for the use of the natural
resources under development. The Group would serve the
demand of the local usage for the natural resources first after
exploitation of the natural resources.

The Group has committed to comply with all relevant
environmental policies established by both the central and local
government and also committee to implement environmental
friendly facility such as water recycling system.

The Group also committee to comply with relevant tax
regulations including but not limited to tax on natural resources,
profits tax, value add tax and other relevant taxes. By being a
responsible tax player, the Board believed that the Group would
be supported by the relevant central and local government for
the continuing development of the natural resources.

The Board believed that the local first and the implementation
of environmental friendly facility policy together with their tax
compliance policy can assist the Group to be a responsible
natural resources developer and help obtain the support of
central and local government on permission of exploration and
exploitation of natural resources.
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SIGNIFICANT ESG-RELATED RISKS (Continued)

b.

The support of the local community on
the development of natural resources and
provision of sufficient support on labour

The successful development of exploration and exploitation
of natural resources would also depend on the support of
local community who concerned mostly the employment
opportunity, the environmental influence to the health and
safety of the local community and the improvement of the
facility of the community.

The Group has committee to compliance all relevant
environmental requirement before developing the site of natural
resource which may include selection of location far enough
from the local community, water resource and farmland.

The Group would also negotiate with the local government to
improve the facility of community including but not limited to
travelling and transportation facility, improvement of road and
electricity and gas network.

The support of the co-operation business
partners who provide sufficient of knowledge
on the modern machinery and technical know
how

The business partners are very significant to the Group in the
natural resource development business as they can provide
technical know-how and natural resources expert to the Group.
The Group believed that the more efficiency and effectiveness
of natural resource business would be achieved by using the
industrial and local knowledge, experience and sills of the co-
operation business partners.

The Group would communicate with the co-operation business
partners periodically and understanding their needs and
concern. The Group would also tend to issue shares to the co-
operation business partners for their services provided for
increase the loyalty of the co-operation business partners.
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SIGNIFICANT ESG-RELATED RISKS (Continued)

d.

62

The Compliance with relevant regulations

As the Group has various projects in different jurisdiction
including the People Republic of China (the “PRC"), Republic of
Madacascar and Republic of Kenya and the Group would also
seek potential investment opportunity on the relevant industries
in various jurisdiction to bring the best return and to enhance
the shareholder’s value in long run.

For the provision of financial services business, the Group
committee to comply with the relevant requirements and
regulations regarding the licensing activities of the Group and
also provide necessary training to the staff for the purpose of
compliance.

The management of the Group would closely monitor the
compliance status of operations in various jurisdiction to ensure
the compliance with relevant environmental and employment
regulations.

ENVIRONMENTAL
A.1 Emissions

The Group has strived to minimise the environmental
impact of its mining activities, production activities and
products. In 2016, the Group complied with applicable
environmental laws and regulations.
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A. ENVIRONMENTAL (Continued) A. RE(E)

A.1 Emissions (Continued) A1 B (&)

The mineral mining, oil and gas business are in the opinion
of the directors the most significant to the environmental
concern of the Group and its stakeholders. The mining
and production of Zeolite business located in Zhangjiakou
City, Hebei, the PRC (the “Zeolite Mine") is the only active
exploitation operations of the Group, other mining and
0il projects are under initial exploration stage or mining
planning stage and have no significant effect to the
environment. The Zeolite Mine is an open-pit mine and
machineries used for the mining activities will emit CO2
and Volatile Organic Compand (VOCs). There are also
machineries in the production plants, which are powered
by electricity and the heating system will supply the
factory during the winter. The Group has established policy
to limit the emissions from the mining activities to restrict
the driver to switch off the machinery when they are
vacant for 15 minutes.

The Group believed that the emissions of headquarter
and the financial services business would not generate
significant emissions to the air and water. The Group
has encouraged the use of electronic documents and
restrict staff to use recycle paper when printing internal
documents.

The Group has not generated any hazardous waste for the
year ended 31 December 2016.

EERR RELHREFBERNEE
LREBSAZRRIGIARIH
oK AEEMR BN KRR M
mzhh ([(BAEEBERAKHE
ME—RBZHARES EMARRA
A B BER Y B RS R R IR AR &
B BHIRBUVESAZE - HOTR
RBEXRIERBRFAREE 2 #3155
MR EREREERIEY &
EREMEA#S ERBBENIR
HARXGENELETERIRHEE-AEE
ERRAREEHRIRERK  RES
EENHBREME 15D ERFRIMMES -

AEERE BERERREES 2
RS TEHERMKREEXNEH
M REBDSBERE T
I BR il B T T E A &R 344 B i R 1)
Uit

RE-T-AF+-A=+-AL
I ARELREEEARREE
%O

63



HOIFU ENERGY GROUP LIMITED « SlEfREBARL T

Environmental, Social and Governance Report
RE - HERERERE

A. ENVIRONMENTAL (Continued)

64

A.2

A3

Use of Resources

The Group considered that the efficiency use of resources
are not only the key of efficiency productions but also
the key of the Group's attribution to the environmental
friendly strategy. The Group has initiated the winter break
for the Zeolite mining operations to avoid deficiency of
operations under unfavorable weather conditions. The
Group aims to better manage its use of resources through
performing regular assessment. The Group implemented
policies on the use of resources such as prevent waste of
materials and optional production schedule.

Environmental and Natural Resources

As natural resources developer, the Group is inevitable
to exploit natural resource from the Zeolite Mine and
the certain environmental surface change is expected
under development of the nature resources. Hence, the
Group has maintained policy to exploit the Zeolite Mine
according to the market demand to avoid unnecessary
exploitation and production activities.
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B. SOCIAL B. #®
B.1 Employment B.1 &

The Group's success largely relies on the effort
contributed by the staffs of the Group in all levels.
Their local experiences and knowledge has assisted
the Group to maintain the long-term relationship with
major stakeholders in various jurisdiction. Every staff
of the Group has signed the employment contract with
the Group, which has been fully complied with the local
employment law and regulations. The employment
contract specified the terms including compensation and
dismissal, working hours, rest periods and other benefits
and welfare for our staff. The Group also promoted equal
opportunity, fair recruitment and promotion and anti-
discrimination as the Group's important human resource
policies. The Group's promotion policies is based on the
performance of the relevant staff in their position on
annual basis and their gender, age, marriage status, race,
sexual orientation and disability are irrelevant for the
purpose of performance appraisal.

During the year ended 31 December 2016, the Group
has compliance with the relevant employment laws and
regulations in all jurisdictions it operated.
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B. SOCIAL (Continued)
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B.2

B.3

Health and Safety

In order to mitigate workplace incidents and strengthen
the health care taken for employees who have suffered
from a workplace incident. The Group has established a
staff handbook which included sufficient policies on the
safety and every member would require to follow the
safety instruction.

The health and safety of employees have always been the
Group's priority of productions. Every worker is required
to follow and train for how to use the equipment or plant
safely. The Group has also implemented winter break
period on the Zeolite Mine to avoid unnecessary accident
under unfavorable weather. No injury records from
workplace has been incurred during the year ended 31
December 2016.

The Group has been fully complied with law and
regulations regarding the health and safety requirements
of the business activities of the Group in all jurisdictions
the Group operated for the year ended 31 December
2016.

Development and Training

The Group has always believed that people development
plays a fundamental role in placing a solid ground
for business growth. The Group has various training
programmes, internal and external, to fully develop its
workforce.

The Group also motivates employees’ job enthusiasm and
welcome challenges, thereby creating greater corporate
value and future development.
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B. SOCIAL (Continued)

B.4

B.5

B.6

Labour Standards

The labour standards may be various in different
jurisdictions that the Group has operated and the Group
has complied with the relevant labour standards for the
year ended 31 December 2016. It is always the Group’s
policy to prohibit employing any staffs who are under legal
working age for protecting minors at work.

Supply Chain Management

The Group aims to provide comprehensive solutions that
meet customers’ needs and establish a comprehensive
vertical supply chain management system through
resource integration and supplier screening and
management.

The objectives are to deepen the collaborative
relationship with the suppliers and to create competitive
advantages in the value chain, thereby aim to enhance
the impact on the society and environment. The Group
also tended to maintain long term relationship with its
suppliers for ensuring stable supply.

Product Responsibility

The Group strives to provide high quality products and
comply with the highest international and local quality
and safety standard, as to enhance the well-being of our
customers and benefit the society.

The products of the Group are subjected to the Product
Quality Law of the PRC, which makes the company have
a responsibility to compensate for the damage done to a
person or property if the products are defected.
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B. SOCIAL (Continueq)

68

B.7

B.8

Anti-Corruption

With compliance with relevant laws and regulations in
different region, the Group maintains a code of business
integrity. A system with good moral integrity and anti-
corruption mechanism is the cornerstone for the
sustainable and healthy development of the Group.

The Group has policies to comply with guideline on anti-
money laundering and counter-terrorist financing. Any
suspicious transactions would be notified and reported to
the relevant governing body by responsible officer.

Community Investment

Contributing to society is a part of the Group's sustainable
development strategy. The Group is committed to provide
career opportunities to the locals and promoting the
development of the community’s economy.
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TS 18 R R AT A R 6)
ELITE PARTNERS CPA LIMITED

‘ ) Certified Public Accountants
TO THE MEMBERS OF HOIFU ENERGY GROUP LIMITED
(incorporated in the Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of Hoifu
Energy Group Limited (the “Company”) and its subsidiaries (together
the “Group”) set out on pages 80 to 187, which comprise the
consolidated statement of financial position as at 31 December
2016, and the consolidated statement of profit or loss and other
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.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016 and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of the Group
in accordance with the HKICPA's “Code of Ethics for Professional
Accountants” (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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Key Audit Matters

FRERER

Key audit matters are those matters that, in our professional FE#EFZXEBEIRERMOZEHE  RAEHR
judgement, were of most significance in our audit of the consolidated FHfIEZEHEZ —T— NF+_A=+—"HILFE
financial statements for the year ended 31 December 2016. Z4HAMEHREARAETENSTH ELEHEIE
These matters were addressed in the context of our audit of the ~ FFIBXEEGEMERR Lt ER R FANE
consolidated financial statements as a whole, and in forming our BEETERE MEMATSH ELEHIRHEES
opinion thereon, and we do not provide a separate opinion on these A& R

matters.

Key audit matter
BREXSBIE

How the matter was address in our audit
EMETERFNAREZEE

Impairment assessment of intangible assets
B EERETE

As at 31 December 2016, the Group had intangible assets of
approximately HK$43,782,000 which were allocate to the cash
generating units of mining (the “CGU") as set out in note 21 to
the consolidated financial statements.
RZEBE-—RETZA=+—H EBESENEREEEYD
43,782,000/ T B B E 4R & M IS R M A2 T B IR IR £ B
EBA([ReEABAML]) -

For the purpose of assessing impairment, the Group assesses
the recoverable amount of the CGU, which were determined
by management based on the higher of value-in-use and fair
value less costs of disposal. The calculation of the value-in-use
requires significant judgement by management.
HERENS BEXEFEREELFUNATKRLEE
B ZEeEBEEEEENTRAEERATFEZRSER
HEKAMEE AEEHAEEAESEENENHE-
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Our major audit procedures in relation to management’s
impairment assessment of intangible assets included the
following:
EMREEEYENEENREN TN EZEEZETE
AT &R

o We assessed the management’s identification of
CGU as a separate CGU based on our understanding
of the Group’s operation.

J BMERES BEESEN THRITGHEEERR
PELAEMBRAAERNR GEEEN-

0 We assessed the reasonableness of the
methodology and assumptions used in the
underlying cash flow projections used for the
determination of the recoverable amount of the CGU
prepared by management.

J HZMEHERERENANEERSESEEM AW
ElEENERRESRERAMAN T ERRENE
BT
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Key audit matter
BREZSE
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B 2 HENERE

REEREE(F)

How the matter was address in our audit
BMETERRINMEEZER

Impairment assessment of intangible assets (Continuead)
BREEREBERMS (&)

We have identified impairment of intangible assets as a key
audit matter because significant management judgement
was used to appropriately identify the CGU and to determine
the key assumption including estimated future income,
operating margins and discount rates. After the management
assessment on the CGU, management has concluded that no
impairment in respect of intangible assets was recognised in
the Group's consolidated profit or loss.
BMEEREVEEREA BRAREXEE RESEK
EREEAE I ARZEHIBReELABUREEFERE

BREMGFRBBA - BEMNBREFRKR - HRGELEN
HER BEEEMGERAN ERESRABRaNLEE
B ERERIRIE -

o We compared the projections with the prior year
actual cash flows to consider if the projections were
overly optimistic.

J BMESZEAREEXFERRS
ERTERZ D ENLEE -

MEBEITHE - LA

o We tested on the accuracy and reliance of the
input data used for the preparation of the cash flow
projection.

J HMEARHARGRIE & RETER BB A SURRE
el S A S o

J We assessed the sensitivity analysis on key
assumptions being used in the cash flow project
prepared by the management.

J BMETHEEBREREREEAMEANES
BRERBGERE DT
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Key Audit Matters (Continued)

Key audit matter
BREZSE

REEREE(F)

How the matter was address in our audit
BMETERRNMEEZER

Impairment assessment of accounts receivable
JE Wt BR L B AT 1

As at 31 December 2016, the Group had accounts receivables
of approximately HK$138,993,000, as disclosed in note 29 to
the consolidated financial statements, of which approximately
HK$80,457,000, HK$56,855,000 and HK$1,681,000 were
allocated to financial business, mining business and property
investment business respectively.
REZBE—RE+ZA=+—8 #HUERE P BERERM T2
WEE BEEMEEREFA A138,993,0008 T B A
#980,457,0007% 7T * 56,855,000/ 7T K&.1,681,0007%% 7T 5 Bl 5 AL
EEMER REXBRMFLEFES-
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Our major audit procedures to address the management's
impairment assessment of accounts receivable included
the following:
BZMEEEREEHEVESMBRET N EEEZER
BREATEIE:

o We tested the effectiveness on the control
environment in respect of the the accounts
receivable, including the Group's existing
provisioning policy.

o HEMEARBUIRFEZEHIRE (B S5KENR
BRBBUER) B8 L -

o We reviewed the ageing of receivables balances
as at the financial year end and discussed with the
management of the Company whether impairment
should be made for debts (especially, those that had
been past due).

o BPIE R R IR F R EBGRIB A TR BRE &
B BSRAREEENRESARER FiEE®
HEER A
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Key Audit Matters (Continued)

Key audit matter
BREZSE

B 2R EN R E

REEREE(F)

How the matter was address in our audit
BMETERRNMEEZER

Impairment assessment of accounts receivable (Continuead)
P& Wt BR SR E AT A (&)

We had identified impairment assessment of the accounts
receivable as a key audit matter because significant
management judgement had to be made for the assessment
of the recoverability of the accounts receivable, including
but not limited to the credit quality and settlement history of
customers.
BMEEREYRRZORE (A —BEREZEE  LTH
REBERZ AT EN T EAE R EL ERAE  8FET
BRAREFPHEEERRBEEMNGDH:

We tested on large individual aged receivables
balances, discussed with the management of
the Company the rationale for management'’s
provisioning decisions by reference to payment
patterns during the year as well as other information
available.

B ERIH AR E R R R R EUER R AT - &
PEFANNZFEXAREMAEEREE EAA
EEENREEBELHBERAENIER-

We assessed the level of cash collected by the Group
after the year end of past due receivable balances
to consider whether sufficient impairment had been
made.

BMEFERFEBE BESEAMERFKIBEET
MR eWEBER UEEREEEETERME -
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Key Audit Matters (Continued)

Key audit matter
BREZSE

REEREE(F)

How the matter was address in our audit
BMETERRINMEEZER

Acquisition of subsidiaries not constituting a business
WENBARDYTER—EXS

As set out in note 39(a) to the consolidated financial
statements, for the year ended 31 December 2016, the
Group acquired 100% equity interests in Millhaven Holdings
Limited and its subsidiaries (the “Millhaven Group”) from the
controlling shareholder of the Company, namely Dr. Hui Chi
Ming, for a cash consideration of RMB50 million and issuance
of 835,714,284 ordinary shares of the Company. The principal
activity of Millhaven Group was investment holding and its
subsidiary held a property in the PRC to earn rentals.

HANER A B R W EN@QME - BE_S —"F+ A
=T—HIEFE EBE&5EMR EAFTHERRRR (BIFE#HE
=+ ) Uz BEMillhaven Holdings Limited K E HfE 2 &) ([Millhaven
Group J) B2 EPR%HE - IR & K (E & A K #50,000,0007T K& 31T
835,714,2848% & A R @A - Millhaven Grouphy £ Z %75
RIBBEERIEMBATAPEGE —BEYMERNES -

We had identified acquisition of subsidiary not constituting
a business as a key audit matter because significant
management judgement for operation of Millhaven Group
whether constitute a business as defined in Hong Kong
Financial Reporting Standard 3 Business Combination.
BMEmERERNBAR (L TMEX—ERS) R BER
EiZEIHE FRELEEEAMilhaven Groupz & & & T
K—IERX 5 (EREREBNBREEREINREBHS ) (ED
BAR A
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Our major audit procedures to address the acquisition
included the following:
HMEEEFRENETEBZEFBREATNRIE:

o We evaluated the timing (i.e. date of obtaining control
over Millhaven Group) and appropriateness of the
accounting treatment and the consideration of the
acquisitions based on the contractual agreement.

J BMERES A H=ET EZEFRENRME (BIERF
Millhaven GroupiZ #|#E & B ) R 2T EE 5 A &K
B & EME

o We have checked the adequacy of the related party
disclosures.
o BMEREEEATHENT D M-
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Key audit matter
BREZSE
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REEREE(F)

How the matter was address in our audit
BMETERRINMEEZER

Valuation of investment properties
BREMEME

Refer to note 20 to the consolidated financial statements.
The Group’s investment properties measured at fair value
amounted to HK$432,639,000 as at 31 December 2016. The fair
value was determined by management with reference to the
valuations performed by an independent professional valuer
(the “valuer”) engaged by the Group.
BLHREEMBRERWFH0 RZFE—R"EF+_A=1+—
H: ESEZRQFEF=EHIREYSF432,639,0007 7T
ZATENHERELZ2ZE BSEZEMNE T FEEMER
(TMEERM ) ETH G EMETE

The valuations of investment properties involved significant
judgements and estimates, which mainly included the
determination of valuation techniques and the selection
of different inputs in the models. The valuation technigues
include comparison approach and investment approach.
REMEGBEIRENAB R T EREECHELE
KBEZZER AR E AR - HEDEABELEARKE
b7

Considering the above mentioned significance of judgement,
estimates and the financial impacts of the valuations, we
considered the valuation of investment properties as a key
audit matters.
EEEAMAEREFTNEEERGEENTBEZE  HMEK
BEMEMERE-IBRREEZEIE

Our major procedures to address the valuation of
investment properties included the following:
HMEEREYEGENETEREFBEATNRIE:

o We assessed the competence, capabilities and
objectivity of the valuer.
J HMEFMEEMNER s REE -

o We communicated with the Group’s management
about the valuation technigues adopted by
the valuer, and assessed the relevance and
reasonableness of valuation techniques used by the
valuer.

J BME ESETEEMGEMMRANGELE
BRI EM AT A R G E S AR BT
e

o We evaluated the appropriateness of judgements
and assumptions made by the valuer, in particular
the comparable properties and discount rate.

o BB EMELD 2B RERERNEEE - LH
A BB ERFTEE-
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Other Information

The directors are responsible for the other information. The other
information comprises the information included in the annual report,
but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged
with Governance 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
HKFRSs issued by the 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.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you,
as a body, in accordance with Section 90 of Bermuda Companies
Act 1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal control.

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

B 2 REN R E
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Auditor’s Responsibilities for the Audit of the
Cconsolidated Financial Statements (Continued)

o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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Auditor’s Responsibilities for the Audit of the
Cconsolidated Financial Statements (Continued)

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements for
the year ended 31 December 2016 and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse conseguences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Yip Kai Yin with Practising Certificate number
P05131.

Elite Partners CPA Limited
Certified Public Accountants

10th Floor

8 Observatory Road
Tsim Sha Tsui
Kowloon, Hong Kong

30 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
mEBERRkHEMEZE KGR

For the year ended 31 December 2016 #HE—ZT—"F+-_A=+—HIFE

2016 2015
ZE—RF —E—hF
Notes HK$'000 HK$'000
B 5 FHExT T
Revenue Wees 8 136,569 171,996
Cost of goods sold and direct cost BEYSHE KA R EEKA (66,709) (100,645)
Gross profit EA 69,860 71,351
Other income H A A 9 26,892 3,156
Other gains or losses H Yz 2k B8 10 (3,301) (3,298)
Selling and distribution expenses HERDHEBER (1,048) (2,512)
Administrative expenses TREHR (73,416) (65,060)
Impairment loss on exploration and HHERGFTEERERIE
evaluation assets (2,003) (593)
Impairment loss on goodwill AR EEE - (25,950)
Profit/(Loss) from operation ESEF S (EE) 16,984 (22,906)
Finance costs B E A 12 (6,457) (5,685)
Profit/(Loss) before taxation BRERRF, (EE) 10,527 (28,591)
Taxation 18 13 (7,382) (5,783)
Profit/(Loss) for the year FREF (BE) 14 3,145 (34,374)
Other comprehensive (expenses)/income H a2 m (X H ) =
ltems that may be reclassified HiEgngEmsBzEnay
subsequently to profit or loss: HA :
Exchange differences arising BMEEFZERZERE
on translation (31,719) (50,917)
Fair value gain on available-for-sale AEERSZATE
securities Wz 144 -
Other comprehensive expenses FREHMEAEZ N
for the year (31,575) (50,917)
Total comprehensive expenses FRNEEX HERE
for the year (28,430) (85,291)
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

2016 2015
ZE-AE —ET—hF
Notes HK$'000 HK$'000
B 5 FET FHET
Profit/(Loss) for the year attributable to:  FE(E &K~ (EiE) -
Oowners of the Company iNNEIEZ =N (4,621) (36,480)
Non-controlling interests FEPE R R 7,766 2,106
3,145 (34,374)
Total comprehensive expenses FE(R2E S KA :
attributable to:
Owners of the Company VIN/NEIEZZEDN (21,027) (84,278)
Non-controlling interests FEfE e e 36 (7,403) (1,013)
(28,430) (85,291)
Loss per share — Basic and Diluted FREE-EAREE 17 HK$(0.0026)8 T HK$(0.0225) T
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Consolidated Statement of Financial Position
e AR R R

At 31 December 2016 R=—Z— X F+-A=+—H

2016 2015
—EB-RF —E—RF
Notes HK$'000 HK$'000
Bt 5E FEx FHETT
Non-current assets FRBEE
Fixed assets Eilak=v:3 19 177,230 176,953
Investment properties TEYE 20 432,639 -
Intangible assets B EE 21 43,782 51,414
Exploration and evaluation assets PR GATEE 22 2,886 4,889
Available-for-sale securities AHEERS 24 1,440 -
Deposit paid for acquisition of WEETEESN i€
fixed assets - 8,730
Statutory deposits EEERS 25 4,055 4,276
Loans receivable & W E R 26 12,483 655
Prepaid land leases TEf LS 27 6,546 7,169
681,061 254,086
Current assets REBEE
Inventories & 28 57,062 1,100
Prepaid land leases FE LS 27 169 180
Accounts receivable JE UK BR 3R 29 138,993 147,346
Loans receivable JE W & 3K 26 127 589
Other receivables, H U BR SR - TR FRIE K
prepayments and deposits b 30 177,910 345,322
Pledged fixed deposits [
(general accounts) (—HRE&P) 31 5,229 5,216
Bank balances (trust and RITHEF
segregated accounts) (EERBIER) 31 156,816 88,209
Bank balances (general accounts) RITHET (—REP) &
and cash e 31 132,903 50,390
669,209 638,352
current liabilities =R
Accounts payable JE - BR 3K 32 174,237 126,380
Other payables and accrued expenses Hab A RA S ER & A 33 93,837 48,918
Amounts due to Directors FETEE A 34 153,638 174,877
Tax payable FE T A5 18 12,240 7,866
433,952 358,041
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At 31 December 2016 R=—F—X_E+-A=+—H

2016 2015
—E—RE —ZT—h%F
Notes HK$'000 HK$'000
Bt 5E FEx FHETT
Net current assets nREBEEEE 235,257 280,311
Total assets less current liabilities EEHERABEE 916,318 534,397
Non-current liability FkRBEE
Deferred tax liability BEEFRIEAE 23 11,911 13,991
Net assets EEFE 904,407 520,406
Capital and reserves A R & 4
Share capital &N 35 252,128 165,024
Reserves i 519,708 215,080
Equity attributable to owners of RRATHER AEEER
the Company 771,836 380,104
Non-controlling interests e I 36 132,571 140,302
Total equity e 904,407 520,406
The consolidated financial statements on pages 80 to 187 were £80B E187HE MGG M BHENR T —tF =

approved and authorised for issue by the Board of Directors on 30
March 2017 and are signed on its behalf by:

Dr. Hui Chi Ming, c.B.s., J.P.
rE#ELtess., )P
DIRECTOR
BF

A=+ HEEFSHAEREENE  WHATR

rBRE:

Dr. Chui Say Hoe
HRERMEL
DIRECTOR
EF
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Attributable to owners of the Company

ANTREAEL
Capital ~ Investment Share currency Nor-
Share Share  Contributed  redemption  revaluation  repurchase translation  Accumulated controlling
capital premium surplus reserve reserve reserve reserve losses Sub-total interests Total
RREf
% RAER R4EH RARERE HE  ROWERE AMREHEE 28 Mt FERER &
HKS'000 HKS'000 HKS 000 HKS 000 HKS 000 HKS'000 HK$'000 HK$'000 HK$'000 HKS000 HKS'000
TEn TEn Tin TiEn Ti#n Ti#n FiEn FiEn FiEn TEn FEn
(noted)
(Hi#ta)
At1January 2015 RZE-15-7-8 164,345 20,795 311,504 239 = (8807) 2819 (409,810) 320285 44863 365,148
Loss for the year FRER = = = = = = (36,480 (36,480) 2106 (34.374)
Bxchange differences EXZE - - - - - - (15361) = (15.361) 3,119 (18.480)
Release upon disposal of subsidiary HENBAARER - - - - - (32437) - (32437) - (32437)
Total comprehensive expenses for the year FRREXLEE - - - - - - 47,798 (36480 (84278) 1013 (85291
Shares ssued BEARA 6000 66899 - - - - - - 7289 - 7289
Share repurchase and cancelled RABEREH (1721 (15,388) - 172 - 8807 - (1721) (8802) - (8802)
Acquistion of subsidiaries hEHEAA 6400 73400 - - - - - - 80000 52879 132879
Disposal of subsidiaries HEHBAR - - - - - - - - - 13573 13573
At31 December 2015and 1 January 2016 RZZ-1%
t2A=+-RR
—Z-735-8-H 165,024 365,406 31,544 410 = = (17,979) (448,011) 380,104 140302 520406
Loss for the year FEER - - - - - - - 4621) 4621 7766 3185
Exchange differences 3831 = = = = = = (16479) - (16479) (15,240) 31719
Fair value gain on available-for-sale securiies AftEERz AT AR - - - - 7 - - - 7 n 144
Total comprehensive expenses for the year FRRERHEE - - - - 7 - (16479) (6621) @107) (7.403) (28430
Shares issued BEARA 5000 30,000 = = = = = = 35,000 - 35,000
Share repurchase and cancelled BRAEE RS (1.467) (6,859 = 1467 = = = (1,867) (8:326) - (8326)
Purchases of non-controling interest REHERES - - - - - = = ) (24 % -
Acquisition of subsiciaries not constitute business ~ KEKBAALTER-EXH 83571 02538 - - - - - - 386,109 - 38,109
Disposal of subsidiaries HEHBAR - - - - - - - - - (32) (3%2)
At31 December 2016 RZE-7%
tZh=1-R 252128 691,085 311,544 5587 73 o (34,458) (454123) T183% 13257 904,407
Note: Wit

(a) Capital redemption reserve has been set up and is dealt with on repurchases (a)
and cancellations of the Company’s own shares. The application of the capital
redemption reserve is governed by Section 42A of the Companies Act 1981 of

Bermuda (as amended).
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

2016 2015
—EBE-RFE —ZT—0F
HK$'000 HK$'000
FET T
Operating activities KESEE
Profit/(Loss) before taxation BREE AT (E518) 10,527 (28,591)
Adjustments for: LTSS BEEL AR
(Reversal)/Provision of allowance bad and RIZHR (BBEEE) / BiE
doubtful debts (2,512) 319
Interest income B A (7) (495)
Depreciation e 8,465 5,903
Amortisation Y 5,225 3,837
Impairment loss on goodwill EEREEE - 25,950
Impairment loss on Exploration and HHEREFTEEREEIE
evaluation assets 2,003 593
Loss on disposal of subsidiary LEMBRRZEE 817 5,888
Gain from bargain purchase HEREE 2 Ws - (30,497)
Fair value change of profit guarantee mAREBEZ AT EEE - 7,542
Operating cash flows before HELESBHA KERERE
movements in working capital 24,518 (9,551)
Increase in inventories FEEmM (60,498) (352)
Decrease/(Increase) in statutory deposits EERRER L (3En) 221 (151)
(Increase)/Decrease in loan receivables FEWE K (3G ), m (11,366) 1,489
Increase in accounts receivable JE U BR FRE N (14,081) (33,369)
Decrease/(Increase) in other receivables, H b pE W BR 30 TE B K
prepayments and deposits Bemd () 120,100 (145,620)
(Increase)/Decrease in bank balances RITEEF (350) R
(trust and segregated accounts) (ErERBILEER) (68,607) 427
Increase in accounts payable FE A BR FRE A0 68,320 14,713
Increase in other payables and H b e AR R X B ET & AR 3E N
accrued expenses 88,387 33,683
Cash generated from/(used in) ReEEE/ (FFABES
operations 146,994 (138,731)
Tax paid EHIR (3,310) (639)
Net cash generated from/(used in) RETHMRE/ (A RELFHE
operating activities 143,684 (139,370)
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2016 2015
=E-R"F —"=T—IOF
HK$'000 HK$'000
FTEx T T
Investing activities RETH
Purchase of fixed assets BERETEEE (8,609) (2,593)
Proceed from disposal of fixed assets tlj EETEEEMSHIE - 6,312
Refund for deposit paid for acquisition REWETMERESN 22
of land use right - 12,449
Acquisition of subsidiaries I BB B A &) (43,940) 69
Proceeds from disposal of subsidiary ST B A R FTS 5E 3,446 2,723
Deposit paid for acquisition of fixed assets WEEEEES 27 & - (9,105)
Purchase of available-for-sale securities & B rJ it i &£ & 5 (1,296) -
Placement in pledged fixed deposits GFEEEATERTR (13) (12)
Interest received on bank deposits RITFEREWFE 7 495
Net cash (used in)/generated from  REEE (FiA) FiERELEE
investing activities (50,405) 10,338
Financing activities Eﬂ!ﬁ%iﬁ
Proceeds from issuance of shares BTN TS IR 35,000 72,900
Payments for repurchase of shares FEEIR%D 2 5k (8,326) (8,303)
(Decrease)/Increase in amount EWEEFHIE (), /i
due from Directors (21,239) 37,908
Net cash generated from METBMEERSFE
financing activities 5,435 102,005
Net increase/(decrease) incashand BE&RZERBELEER 2
cash equivalents #m, ORd) FE 98,714 (27,027)
Cash & cash equivalents FzREeRERBELSER
at beginning of the year 50,390 78,015
Effect of exchange rate changes HNEEDE B v s (16,201) (598)
Cash & cash equivalents FRVESRERELEE
at end of the year 132,903 50,390
Analysis of balances of cash and ReERERBSEELEHIN
cash equivalents
Bank balances (general accounts) WITETF (—RERP) KRS
and cash 132,903 50,390
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

GENERAL

The Company is an exempted company incorporated under the
Bermuda Companies Act 1981 and its shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its ultimate and immediate holding company
are Taiming Petroleum Group Limited and Triumph Energy Group
Limited respectively, both are incorporated in the British Virgin
Islands (“BVI").

The consolidated financial statements of the Group for the
year ended 31 December 2016 comprise the Company
and its subsidiaries (together the “Group”). The Company
is an investment holding company. The principal activities
of the Group are (1) the trading of natural resources and
petrochemicals; (2) mineral mining, oil and gas exploration
and production, (3) the provision of financial services and (4)
property investment.

The consolidated financial statements are presented in Hong
Kong dollars in thousands, which is the same as the functional
currency of the Company and most of its subsidiaries.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared
under historical cost basis except for available-for-sale
securities and investment properties. Historical cost is generally
based on the fair value of the consideration given in exchange
for assets.

—KREIE

RRRIRB-NAN—FBERERRA
MRLBEHRRRF ERHRBEBHER
SRAERAR (MR ERLET AR
AZBRREEERARD B SRR EE
BEES ([RBREXAS]) EMKL 23
HOHEEBERAR LRI GHEREEE
PRAF -

AEEBE_T-ARF+_A=1t—B8B1t
FEZEEHBERREBEARAREWNEB
RE) (R [AKE]) AR RREER
DA AKEZEBEHRORREREA
LEME S QRE  AaEXARYER
HE: QRHESBRRYE: ROMERE -

REARBRENTFETL BAAFAR
HA S M B A 7 2 I 8 S AR -

mAEEERETEE

REUMBRRDIBREESGTMAE ([F
AEETEAE]) B ZFrAEREEN
SRA ([FAMBHREEA] - BFFAE
EREREEMBRE LR BB ER
(TEAGTEA] ERE) RBERAIE
PlzBRBERERH - GEVBHRRTTEE
BBMEXSMBRARES TR (L
mARA) 2 ERRERE

FEVBHRRERELKAERE - A
HERH RIREMERID LKA —RIZ
RBBREEMNHZREZAFEE-
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88

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continueq)

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope of
HKFRS 2, leasing transactions that are within the scope of HKAS
17, and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in HKAS 2 or
value in use in HKAS 36.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or
liability.

mMAUEERSETBER (£F)

NFEIRAERTHE2RBEMNERF
REPHEEEMPRELERBEARASMN
ZER MIARZEREE/UIERER
BR15 3R] PR L 1 (B SR AT il &1 o IO T
BERBENATER AEESZEZX
EFMHE2EENFERHEEXRBETEE
BREZENEEXBBENRH RZER
U BBRERFIEHER AREARZA
FEDNREELEETE EBREBMBER
SRAF2FBBEZREINRS FEER
AEAFI7RBERCHER S ARERF
BEFaEETHUZEEYEIFAFEZFTE
(a0 &8 & 5t ERIF25% 2 Al T F(E K
BRI EAFEIK 2 EREE)GIN-

AN BB HREN S AFEFERER
FEFEBARBZABREELRATE
AEBARBHARR I EEUEIBASE
—H B _RBAE=H FBWOT:

s FE-RBABEBILERNFEBHA
BBzHARBEXRBERNERT S Z
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

APPLICATION OF NEW AND REVISED 3. ERAHIIRLETEBUMBRE
HKFRSs ZEH|
Application of new and revised standards and BRI RGBT ERRZE

interpretations

In the current year, the Group has applied the following REAFEAN NEBEEEATIHREESE
amendments to HKFRSs issued by the HKICPA. B A& B2 BBMBEHREER ZIEET -
Amendments to HKFRS 11 Accounting for Acquisitions of BB HIS RS £ WHEEEEBER 285
Interest in Joint Operations EN1% (B3]) %
Amendments to HKAS 1 Disclosure Initiative BB R E
F15% (B3])
Amendments to HKAS 16 Clarification of Acceptable BE e &R BEARXZIME RS
and HKAS 38 Methods of Depreciation and 1R RBBE %
Amortisation AR ZE38%; (53]
Amendments to HKAS 16 Agriculture: Bearer Plants BB e ER BE EENEY
and HKAS 41 Fl16F LB B G
ERAIEM% (153])
Amendments to HKFRS 10, Investment Entities: Applying the BATBREER REER ERHGARE
HKFRS 12 and HKAS 28 Consolidation Exception E105% - BERE ZPIMER
REERE12H K
BB gL
E28% (53])
Amendments to HKFRSs  Annual Improvements to HKFRSS BN BREER “E-—HFE-ZT—NF
2012-2014 Cycle (f&3]) BHABHBRS

BRI F R
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90

APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

Amendments to HKAS 1 Disclosure Initiative

The amendments to HKAS 1 are designed to further encourage
companies to apply professional judgement in determining
what information to disclose in their financial statements. For
example, the amendments make clear that materiality applies
to the whole of financial statements and that the inclusion of
immaterial information can inhibit the usefulness of financial
disclosures. Furthermore, the amendments clarify that
companies should use professional judgement in determining
where and in what order information is presented in the
financial disclosures. In addition, the amendments require
that an entity’s share of the other comprehensive income of
associates and joint ventures accounted for using the equity
method should be presented separately from those arising from
the Group, and should be separated into the share of items
that, in accordance with other HKFRSS: (i) will not be reclassified
subsequently to profit or loss; and (ii) will be reclassified
subsequently to profit or loss when specific conditions are met.

The application of these amendments has not resulted in any
impact on the financial performance or financial position of the
Group.

The application of the amendments to HKFRSs in the current
year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial
Statements.
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For the year ended 31 December 2016 #HZ=—-ZF—

APPLICATION OF NEW AND REVISED
HKFRSSs (Continued)

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 9

HKFRS 15 and
amendments to
HKFRS 15

HKFRS 16

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 7

Amendments to
HKAS 12

Financial Instruments?

Revenue from Contracts with
Customers?

Leases?

Classification and Measurement
of Share-based Payment
Transactions?

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Disclosure Initiative!

Recognition of Deferred Tax Assets
for Unrealised Losses’

Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 January 2018

Effective for annual periods beginning on or after 1 January 2019

Effective for annual periods beginning on or after a date to be determined

The directors of the Company, except as described below,
anticipate that the application of the new and revised HKFRSs
will have no material impact on the consolidated financial
Statements.

RETZA=T—RALEE

R REIETERMBRE

R (&)

e

AREBEHREFRANATCR/MEHKRE
WM HR] R FT BB HE LR :

BRYBREER
FIH
BREMBRELER

FISHERBRABERSE

ERIE15% (1B3])
BREMBRELER

E1657
BRARBREER

F25% (3])

H]

BRARBREER
F45: (E7])

BRARBREER
FIERE RS
ERIF285% (1B7])

BRAGER
F75% (3])

BAGHER
F12%% (B7T)

N

TRITA?

BEPAHZIA?

DR R ERE
IR 5

RAEBMBRE
ERI 45
RIRA 485 — 5
EREBRBRE
ERIE95
FRIA?

REEHEBENR
FEERER
BELERZA

BEE

RAZRBREDE
EHBEE

—TtF-F-AHERARZFERRE

R N\F-A-BRERRBZFERRE

3 R-ZE-NF—A—BERRBZFEHRE

>>§'|:

4 RAFEE B SR & FRta 2 FEBRER

ARBESRR R TXHAAEIN - A
AIRRETEAMBREENS TG HER

EUBHRELEX

E;@O

91



HOIFU ENERGY GROUP LIMITED « S\E&FREBEER AT

Notes to the Consolidated Financial Statements

e

For the year ended 31 December 2016 #ZE =

92

BrEE SRR MY EE

APPLICATION OF NEW AND REVISED
HKFRSSs (Continued)

HKFRS 15 Revenue from Contracts with
Customers

In July 2014, HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting revenue
arising from contracts with customers. HKFRS 15 will supersede
the current revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and the related
Interpretations when it becomes effective.

The core principle of HKFRS 15 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
entity expects to be entitled in exchange for those goods or
services. Specifically, the standard introduces a 5-step approach
to revenue recognition:

Step 1: Identify the contract(s) with customer

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance
obligations in the contract

o Step 5: Recognise revenue when (or as) the entity satisfies
a performance obligation
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APPLICATION OF NEW AND REVISED
HKFRSSs (Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive
guidance has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.

The directors of the Company anticipate that the application
of HKFRS 15 in the future may have a material impact on
the amounts reported and disclosures made in the Group’s
consolidated financial statements. However, it is not practicable
to provide a reasonable estimate of the effect of HKFRS 15 until
the Group performs a detailed review.
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4.

94

SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.
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For the year ended 31 December 2016 HE—T— R F+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

When the Group loses control of a subsidiary, a gain or loss is
recognised in profit or loss and 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 (i) the
previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group
had directly disposed of the related assets or liabilities of the
subsidiary (i.e. reclassified to profit or loss or transferred to
another category of equity as specified/permitted by applicable
HKFRSS). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting under
HKAS 39, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations

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

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;

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

. assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard.
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continueq)

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

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the
acquiree’s identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis. Other types
of non-controlling interests are measured at their fair value or,
when applicable, on the basis specified in another HKFRS.
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For the year ended 31 December 2016 HE—_ZT—A~"F+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business less
any accumulated impairment losses, if any, and is presented
separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to
each of the relevant cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently whenever
there is an indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit to which goodwill has been allocated is tested
for impairment before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less than its
carrying amount of the unit, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit a pro rata on the
basis based on the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in the
profit or loss. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the determination
of the amount of profit or loss on disposal.
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For the year ended 31 December 2016 HE—T— R F+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recoghition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
services provided in the normal course of business.

Revenue from the sale of goods is recognised when the goods
are delivered and titles have passed, at which time all the
following conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with
the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Commission and brokerage income are recognised when the
services are provided.

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the Group
and the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Advisory fee income is recognised when the services are
provided.

Rental income under operating leases is recognised in the
period in which the properties are let out and on a straight line
basis over the term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fixed assets

Fixed assets are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such properties
are classified to the appropriate categories of fixed assets when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

Depreciation is recognised so as to write off the cost of items of
fixed assets less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the
end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of fixed assets is derecognised upon disposal or when
no future economic benefits are expected to arise from the
continued use of the asset. Any gain or 10ss arising on the
disposal or retirement of an item of fixed assets is determined
as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at their fair
values. Gains or losses arising from changes in the fair value
of investment properties are included in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use
and no future economic benefits are expected from its disposal.
Any gain or loss arising on derecognition of the property
(calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in the profit or
loss in the period in which the item is derecognised.

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
trading rights is recognised on a straight-line basis over
their estimated useful lives. The estimated useful lives and
amortisation method are reviewed at the end of each reporting
period, with the effective of any changes in estimate being
accounted for on a prospective basis.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date (which is regarded as
their cost). Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful lives
are reported at costs less accumulated amortisation and any
accumulated impairment losses on the same basis as intangible
assets that are acquired separately. Alternatively, intangible
assets acquired in a business combination with indefinite useful
lives are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

Intangible assets are derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in profit or loss in the period when the assets are
derecognised.

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost on
initial recognition. Subsequent to initial recognition, exploration
and evaluation assets are stated at cost less any accumulated
impairment losses. Costs of exploratory wells (pipelines, drilling
cost and others) are capitalised pending a determination of
whether sufficient quantities of potentially economic oil and gas
reserves have been discovered.

Exploration and evaluation assets include the cost of
exploration rights and the expenditures incurred in the
search for natural resources as well as the determination of
technical feasibility and commercial viability of extracting those
resources.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Exploration and evaluation assets (Continued)

When the technical feasibility and commercial viability of
extracting natural resources become demonstrable, previously
recognised exploration and evaluation assets are reclassified as
either intangible or tangible assets. These assets are assessed
for impairment before reclassification.

Impairment of exploration and evaluation assets

The carrying amount of the exploration and evaluation assets
is reviewed annually. When one of the following events or
changes in circumstances, which is not exhaustive, indicate
that the carrying amount may not be recoverable has occurred,
impairment test is performed in accordance with HKAS 36.

o the period for which the Group has the right to explore
in the specific area has expired during the period or
will expire in the near future, and is not expected to be
renewed.

° substantive expenditure on further exploration for and
evaluation of natural resources in the specific area is
neither budgeted nor planned.

o exploration for and evaluation of natural resources
in the specific area have not led to the discovery of
commercially viable quantities of natural resources and
the Group has decided to discontinue such activities in the
specific area.

o sufficient data exist to indicate that, although a
development in the specific area is likely to proceed,
the carrying amount of the exploration and evaluation
asset is unlikely to be recovered in full from successful
development or by sale.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Exploration and evaluation assets (Continued)
Impairment of exploration and evaluation assets (Continued)

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset exceeds its recoverable amount.

Impairment losses on tangible and intangible
assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful life to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible and intangible
assets (Continuead)

Recoverable amount is the higher of fair value less costs
to disposal and value in use. In assessing value in use, the
estimated future cash flows are 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 for which the estimates of future cash flows have not
been adjusted.

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced
to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so 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 (or a cash-generating unit)
in prior years. A reversal of an impairment loss is recognised as
income immediately.

Inventories

Inventories are stated at the lower of costs and net realisable
value. Cost is calculated using the weighted average cost
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
Costs necessary to make the sale.
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For the year ended 31 December 2016 HE—_ZT—A~"F+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from the amount as reported in the
consolidated statement of profit or loss and other comprehensive
income because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group's liability for
current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in
the computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable that
taxable profits will be available against which those deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, 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. Deferred tax assets arising from deductible temporary
differences associated with such investments are only
recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in
the foreseeable future.
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For the year ended 31 December 2016 HE—T— R F+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for the
business combination.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates
of exchanges prevailing on the dates of the transactions. At
the end of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) using exchange rates prevailing at
the end of each reporting period. Income and expenses items
are translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the year, in which
case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity under
the heading of currency translation reserve (attributed to non-
controlling interest as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the
Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or a disposal involving loss of significant influence
over an associate that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are
reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals arising
under operating leases are recognised as an expense in the
period in which they are incurred.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction
of rental expense on a straight-line basis.

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.

Retirement benefits costs

Payments to defined contribution retirement benefits scheme
are recognised as an expense when employees have rendered
service entitling them to the contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition.

A financial asset and a financial liability is offset and the net
amount presented in the consolidated statement of financial
position when and only when the Group currently has a legally
enforceable right to set off the recognised amounts and intends
either to settle on a net basis, or to realise the asset and settle
the liability simultaneously.

Financial assets

The Group's financial assets are mainly classified as available-
for-sale financial assets and loans and receivables.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the debt instrument,
or, where appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on the effective interest basis for
debt instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Avallable-for-sale financial assets

Available-for-sale (“AFS”) financial assets are non-derivatives
that are either designated as available-for-sale or are not
classified as (a) loans and receivables, (b) held-to-maturity
investments or (c) financial assets at fair value through profit or
loss (“FVTPL").

Equity and debt securities held by the Company that are
classified as AFS financial assets and are traded in an active
market are measured at fair value at the end of each reporting
period. Changes in the carrying amount of AFS monetary
financial assets relating to interest income calculated using
the effective interest method are recognised in profit or loss.
Dividends on AFS equity instruments are recognised in profit
or loss when the Company'’s right to receive the dividends
is established. Other changes in the carrying amount of AFS
financial assets are recognises in other comprehensive income
and accumulated in investment revaluation reserve. When the
investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
including bank balances and cash, pledged fixed deposits,
accounts receivable, loans receivable, other receivables and
deposits and statutory deposits are carried at amortised
cost using the effective interest method, less any identified
impairment losses.

Interest income is recognised by applying the effective interest
rate, except for short-term receivables where the recognition of
interest would be immaterial.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

Financial assets are assessed for indicators of impairment at the
end of the reporting period. Financial assets are considered to
be impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial recognition,
the estimated future cash flows have been affected. For AFS
equity investments, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective
evidence of impairment. Objective evidence of impairment
could include:

. significant financial difficulty of the issuer or counterparty;
or

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of loans and receivables, such as
accounts receivable, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment
on a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments and observable changes in
national or local economic conditions that correlate with default
on receivables.

The amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the financial
asset’s original effective interest rate. If, in a subsequent period,
the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the
impairment losses was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

The carrying amount of the loans and receivables is reduced
by the impairment loss directly for all financial assets with the
exception of accounts receivable, where the carrying amount is
reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised
in profit or loss. When a receivable is considered uncollectible,
it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to
profit or loss.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments (Continuea)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial liability,
or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest basis.
Financial liabilities

Financial liabilities including accounts payable, other payables
and accrued expenses, and amount due to Directors are
subsequently measured at amortised cost, using the effective
interest method.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liability when, and only when,
the Group’s obligations are discharged, cancelled or expire.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or l0ss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Acquisition of a subsidiary not constituting a
business

When the Group acquires a group of assets and liabilities do not
constitute a business, the Group identifies and recognise the
individual identifiable assets acquired and liabilities assumed
by allocating the purchase price first to the financial assets and
financial liabilities at the respective fair values, the remaining
balance of the purchase price then allocated to the other
individual identifiable assets and liabilities on the basis of their
relative fair values at the date of purchase. Such a transaction
does not give rise to goodwill or bargain purchase gain.

KEY SOURCE OF ESTIMATION
UNCERTAINTY

In the process of applying the Group's accounting policies which
are described in note 3, management has made the following
estimate that has a significant effect on the amounts recognised
in the consolidated financial statements. The key source of
estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next
financial year, is discussed below.

Impairment of exploration and evaluation
assets

Exploration and evaluation assets are assessed for impairment
annually and when facts and circumstances suggest that the
carrying amount of an exploration and evaluation asset may
exceed its recoverable amount.

For assets under construction located in Tunisia, the Group
determined whether the related well costs are expensed if it is
determined that such economic viability is not attained within
the specific area after performing further feasibility studies that
is usually completed within one year of completion of drilling.
During the year ended 31 December 2016, an impairment
loss of approximately HK$2,003,000 (2015: HK$593,000) was
recognised on assets under construction. The Group's carrying
value of assets under construction as at 31 December 2016 was
approximately HK$2,886,000 (2015: HK$4,889,000).
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KEY SOURCE OF ESTIMATION
UNCERTAINTY (Continueq)

Impairment of intangible assets — mineral
mining rights

The recoverable amount of the mineral mining rights have been
determined based on value-in-use calculation. The value-in-use
calculation requires the Group to estimate the future cash flows
expected to arise from the mineral mining rights and a suitable
discount rate in order to calculate the present value. The
management refers to the valuation performed by independent
qualified valuers. In performing the valuation, the valuers have
based on method of valuation which involves certain estimates
and assumptions. This estimates and assumptions made by
management on the future operation of the business, pre-tax
discount rates, and other assumptions underlying the value-
in-use calculations. During the year ended 31 December 2016,
no impairment loss (2015: nil) was recognised in respect of the
mineral mining rights.

Impairment of accounts receivables

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the asset’s carrying amount and estimated future
cash flows discounted at the financial asset’s original effective
interest rate. Where the actual future cash flows are less than
expected, a material impairment loss may arise.

Valuation of investment property

Investment properties are stated at fair value based on the
valuation performed by the independent professional valuer.
The valuers have determined the fair value based on a method
of valuation which involves certain estimates. In relying on
the valuation report prepared by the valuers, management
has reviewed the valuation including the assumptions and
estimates adopted.
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CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the equity balance. The capital structure of the Group consists
of equity attributable to owners of the Company, comprising
issued share capital, accumulated losses and other reserves.

The Directors review the capital structure on a continuous basis.
As part of this review, the Directors consider the cost of capital
and the risks associated with capital. The Group will balance
its overall capital structure through the payment of dividends,
issuance of new shares as well as the issuance of new debts or
the redemption of existing debts. The Group's overall strategy
remains unchanged from prior year.

Certain group entities are regulated by the Hong Kong Securities
and Futures Commission and are required to comply with the
financial resources requirements according to the Hong Kong
Securities and Futures (Financial Resources) Rules (the “SF(FR)
R"). The Group's regulated entities are subject to minimum paid-
up share capital requirements and liquid capital requirements
under the SF(FR)R. Management closely monitors, on a
daily basis, the liquid capital level of these entities to ensure
compliance with the minimum liquid capital requirements under
the SF(FR)R. The Group's regulated entities have complied with
the capital requirements imposed by the SF(FR)R throughout
both years.
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7.

FINANCIAL INSTRUMENTS @I A
Categories of financial instruments tRMITEER
2016 2015
—E—XHF —E—hF
HK$'000 HK$'000
FET FET
Financial assets — available-for-sale TREE —IHLEERS
securities 1,440 -
Financial assets — loans and receivables &R E&EE — B2 & E W GRIA 603,014 574,037
604,454 574,037
Financial liabilities — amortised cost BT —BEKAAR 357,648 350,175

Financial risk management objectives and
policies

The Group's financial instruments include available-for-sale
securities, statutory deposits, loans receivable, accounts
receivable, other receivables and deposits, pledged fixed
deposits, bank balances and cash, accounts payable, other
payables and accrued expenses and amount due to Directors.
Details of the financial instruments are disclosed in respective
notes. The risks associated with these financial instruments
include market risk (currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate these risks
are set out below. Management manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner. The Group's overall strategy
substantially remains unchanged from prior year.
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For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

FINANCIAL INSTRUMENTS (Continueq)

Financial risk management objectives and
policies (Continued)

Offsetting of financial assets and financial liabilities

The disclosures set out in the tables below include financial
assets and financial liabilities that:

o are offset in the Group's statement of financial position; or

o are subject to an enforceable master netting arrangement
or similar agreement that covers similar financial
instruments, irrespective of whether they are offset in the
Group's statement of financial position.

Under the agreement of continuous net settlement made
between the Group and Hong Kong Securities Clearing
Company Limited (“HKSCC"), and brokers, the Group has
a legally enforceable right to set off the money obligation
receivable and payable with HKSCC and brokers on the same
settlement date and the Group intends to set off on a net basis.

Except for balances which are due to be settled on the same
date which are being offset, amounts due from/to HKSCC,
brokers and cash clients that are not to be settled on the same
date, deposit placed with HKSCC and brokers do not meet
the criteria for offsetting in the statement of financial position
since the right of set-off of the recognised amounts is only
enforceable following an event of default.

$WMIHEH(Z

BEEREREEERBEER (&)

HETHEERRBE

TRABEZBEERETIEREERES R
BfE:

e RAKRESAMBMRAEN: X

o  RAUBHBMTEFELEELFIAL
WEAARR RERUER T AN
URZ THERTNRAKRELRE R
BHRRAEE -

REASEEFETFRAEEARAA ([F
BREE]) RRERELZHBEFREE D
& AERBEHEE QAR BIMITEN AL
FEEREEFEEERELEIHE YR E
NHEEE MAXKEABIRFEEESL

Ho
Ea
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BoRb BT KRB NMETEE ZHHE
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7. FINANCIAL INSTRUMENTS (Continued) 7.

Financial risk management objectives and
policies (Continueq)

Offsetting of financial assets and financial liabilities
(Continued)

The amount offset and the net balance are shown as follows:

EMTA(E)

BHEREEEERBER (&)

HETHEERBE (&)

BB NMERFRIIRIT

2016 2015
—E-RE —T-hHF
Accounts Accounts Accounts Accounts
receivable payable receivable payable
FE LR R FE 15 BR X & W BR 5K ANE S
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TET TET
Gross amounts of cash client  H& & F 2% 29,926 (169,532) 110,661 (162,089)
Amounts offsetting HIHEH (8,565) 8,565 (78,930) 78,930
Net amount of cash client Re®PHHE 21,361 (160,967) 31,731 (83,159)
Balance not offsetting REHET 121,991 (13,270) 122,487 (43,221)
Allowance of provision of SHR R B
bad debt (4,359) - (6,872) =
Net amount presented inthe  R&G& B ISHARKRAZH 2
consolidated statement of P
financial position 138,993 (174,237) 147,346 (126,380)
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk
Currency risk

As the Group’'s monetary assets and monetary liabilities are
mainly in functional currency of respective group entities, the
currency risk resulting from daily operations is considered
not significant. The Group currently does not have a foreign
currency hedging policy. However, management monitors
foreign exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate pledged fixed deposits and loans receivable. The
Group is also exposed to cash flow interest rate risk in relation to
variable-rate of bank balances, loans to securities margin clients
and amount due to Directors. The Group currently does not have
interest rate hedging policy. However, management monitors
interest rate exposure and will consider hedging significant
interest rate exposure should the need arise. The Group'’s cash
flow interest rate risk is mainly concentrated on the fluctuation
of Hong Kong Prime Rate arising from the Group's variable-rate
loans to securities margin clients and amount due to Directors.

$WMITHEH(Z

BEEREEEERBEER (&)

45 3 B
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EEEERZIEERE WAFELEE
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[ MR R E B D ERH SN
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to interest rates for variable-rate loans
to securities margin clients and amount due to a Director
mentioned above at the end of the reporting period. The
analysis is prepared assuming the amounts of assets and
liabilities recorded at the end of the reporting period were
outstanding for the whole year. A 50 basis point (2015: 50
basis point) increase or decrease represents management’s
assessment of the reasonably possible change in interest rates.

If interest rates had been 50 basis point (2015: 50 basis point)
higher/lower and all other variables were held constant, the
Group's loss for the year ended 31 December 2016 would
increase/decrease by approximately HK$307,000 (2015:
HK$55,000).

The effect on bank balances has not been taken into account in
preparing the sensitivity analysis because the effect involved is
not significant.

Credit risk

As at 31 December 2016, the Group’'s maximum exposure to
credit risk which will cause a financial loss to the Group due to
failure to perform an obligation by the counterparties is arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.

122

$WMITHEH(Z

BEEREEEERBEER (&)

ik (&)
FEmbg (&

BURE 5

ATHSERESMIIRRRERK A Lt
EFTEFREBE TP ZEEERREN—
REEFAZNEEE - WO T RBERR
RBEEHERAGBZEERBEENESF
TFFE T AR 3L o FRMS0EEE (—F— A% : 50
A NEREBHF XMz A BB 27
o

HF R4 h0, 5 A 50E B (T — A4 : 50
EE) MABHMAIBETE AEEH
BT RE+-A=t+—HILEEZE
B, 84 #9307,0008 T (— T —F
4 : 55,000/ 7T ) °

MRS BTA » HUR BB 5 HTE -
Yt RRTEEHERE -

= B Rk

R-ZE—AE+-_A=+—0 AEBEX
SUEFRERBTETISIBREAEBELNE
BIEMEH ZEZANEERR ARSI ERK
MEFMREHEEEReMEE 2 RHAE-



Annual Report 2016 « —Z—XFF{

Notes to the Consolidated Financial Statements

e B ISR R

For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

In order to minimise the credit risk, management of the Group
has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount of each
individual debt at the end of the reporting period to ensure
that adequate impairment losses are made for irrecoverable
amounts. In this regard, the Directors consider that the Group's
credit risk is significantly reduced.

The Group has concentration on bank balances as the Group
had placed the bank balances in several authorised institutions
with high credit ratings assigned by international credit-
rating agencies. The Directors consider the credit risk of such
authorised institutions is low.

The Group has no significant concentration of credit risk on
accounts receivable and loans receivable, with exposure spread
over a number of counterparties and customers.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by management to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows.
Management monitors the utilisation of bank borrowings and
ensures compliance with loan covenants.

The Group's liquidity position is monitored on a daily basis
by management and is reviewed monthly by the Directors.
The following table details the Group’s remaining contractual
maturity for its financial liabilities based on the agreed
repayment terms. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay.
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7. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

SRTIA (&)

BEEREEEERBEER (&)

Liquidity risk (Continued) TEELREE (&)

Total
Weighted Less than carrying
average 1 month amount at
effective or on 31.12.2016
interest rate demand RZ=F-—XfF
nfEF1g PR—@A +=A=+—H
BRI = FRER ZERE#AE
% per annum HK$'000 HK$'000
%TE THET TERT

2016 —E-RE
Accounts payable FE - BR5K - 174,237 174,237
Other payables and accrual expenses — Hftb &+ BR 7 % fE 51 & F - 29,773 29,773
Amount due to Directors JETEE R IE 5% 153,638 153,638
357,648 357,648
Total
Weighted Less than carrying
average 1 month amount at
effective oron 31.12.2015
interest rate demand RZ=ZT—AHF
T PR—MEA +=B=+—8
BB = HIREK ZEERE
% per annum HK$'000 HK$'000
%EF FHET FHET

2015 “E-RF
Accounts payable ANE - 126,380 126,380
Other payables and accrual expenses  Hth &Rk K JE =T B - 48,918 48,918
Amount due to Directors [N EEHIE 5% 174,877 174,877
350,175 350,175
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FINANCIAL INSTRUMENTS (Continued)
Fair values

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis. The Directors
consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the
consolidated financial statements approximate to their fair
values.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope of
HKFRS 2, leasing transactions that are within the scope of HKAS
17, and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in HKAS 2 or
value in use in HKAS 36.
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7.

FINANCIAL INSTRUMENTS (Continued) 7.

Fair values (Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or

liability.

As at 31 December 2016
Avalilable-for-sale securities

Level 1
E—&
HK$'000
TET
RZZE—R"E+-HA=+—H
A EES 1,440

EMTR (&
DY¥E (&)

o B REMS - A FEAERER
FEFAEBABBZAIBEEEERQFE
AERABBHEARBZEEMSBRR
— B RAE=H FBWOT:

F—RBABBNDERNTERHA
BBz HRBEXRBENERMSEZ
WE(RERHE) :

F_RBABBNEESRBZEE
SEEAERBARE (ZE—4AME
ERERIN) R

F=RBABBNEELREBEZTA
BERa AR

Level 2 Level 3 Total
B B4R e
HK$'000 HK$'000 HK$'000
FETT FETT FETT
- - 1,440

As at 31 December 2015
Avalilable-for-sale securities

R-E-AF+_A=t—H

A ¢ & 7 -
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REVENUE 8. Wz
2016 2015
—E-XREF —E—AF
HK$'000 HK$'000
FTET T T
Sales of mineral BYEE 103,774 103,097
Sales of natural resources and AAREREALCERBEE
petrochemicals - 30,570
Rental income He A 6,591 -
Commission and brokerage income e k&Lt A 10,987 26,239
Interest income arising from financial SR ETSEE 2 F B WA
business 9,951 10,166
Advisory and consultancy fee 5 R & 5,266 1,924
136,569 171,996
OTHER INCOME H Al A
2016 2015
—E-RFE —ZT—0F
HK$'000 HK$'000
FTEx T
Interest income from bank RITHI B YA 7 495
Sundry income FMIEWA 1,140 321
Handling charge income FEEBWA 1,456 2,340
Placing income fic & Y A 800 =
Dividend income % B Y A 118 -
Introduction income (note) HENWA (H57) 23,371 =
26,892 3,156

Note: The introduction income represent a rewarding in respect to a referrer in
the sale and purchase of the 45% equity interest of Hebei Panbao Zeolite

Technology Co., Ltd.

Hiat: HENRARHEBAREETILRERRREER
R A)A5% R HE TR ER 2 B4R o
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10. OTHER GAINS OR LOSSES 10. Hfttzm R E1E

2016 2015

ZEB-XRE —"T-RHF

HK$'000 HK$'000

FTERT FAET
Other receivables written off i1 S LA JE U BR 3R - (11,232)

Reversal/(Provision) of allowance REFRBERR (BHE)

for bad and doubtful debts 2,512 (6,288)
Net exchange l0ss b 548 F 58 (5,105) (51)
Loss on disposal of a subsidiary HE—MENBARZEE (817) (5,888)
Fair value change on profit guarantee wmARE 2 A EEE - (7,542)
Gain/(Loss) on disposal of fixed assets HEETEEz W (BE) 109 (6,225)
Gain on bargain purchase EEEE 2 Wa - 30,497
Others HAh - 3,431
(3,301) (3,298)
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11. SEGMENT INFORMATION

Information reported to the Board of Directors of the Company,
being the chief operating decision makers, for the purposes of
resource allocation and assessment of segment performance
focuses on the nature of the products provided and services
rendered.

During the year ended 31 December 2016, certain operating
segments have been introduced, the chief operating decision
maker have re-organised the business activities of the Group
into four reportable segments accordingly — (1) trading
business, (2) mineral mining, oil and gas business (3) financial
business and (4) property investment. These revenue streams
are the basis of the internal reports about components of the
Group that are regularly reviewed by the Board of Directors in
order to allocate resources to segments and to access their
performance. The reportable segments of the Group are as
follows:

sales of natural resources and
petrochemicals

Trading business -

Mineral mining, oil -
and gas business

exploration and production of
mineral, oil and gas

Financial business - provision of financial services,
including stockbroking, futures
and options broking, mutual funds,
insurance-linked investment
plans and provision of corporate
financial services and immigration
consultancy services, and
securities margin financing

Property investment - rental income

11.
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HH
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11. SEGMENT INFORMATION (Continued)

130

Segment revenues and results

The following is an analysis of the Group's revenue and results

by segment.

For the year ended 31 December 2016

M". o

qHER (&)

THAREEDBREREEZ ST

BE-_Z—R"F+-A=+—HILEE

Mineral
Trading mining, oil and Financial Property
business  gas business business investment  Consolidated
23 8
E5EK BREHR SREK WERE )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TAER TET TERT TET
REVENUE [
Segment revenue Sl - 105,240 26,204 5,125 136,569
RESULTS £
Segment profit/(loss) PR/ (B8) (2,919) 39,910 2,904 (1,910) 37,985
Corporate administration costs A RI{TEE (27,458)
Profit before taxation Rt A& 10,527
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11. SEGMENT INFORMATION (Continued) 11.

Segment revenues and results (Continuead)

For the year ended 31 December 2015

DEER (&)
TREWREREE (&)

BE-T-BF+-A=+—HILFE

Mineral
Trading mining, oil and Financial
business  gas business business  Consolidated
BRAE -
B 5% HRETS TRER Ne)
HK$'000 HK$'000 HK$'000 HK$'000
THT THT TAT THT
REVENUE Wi
Segment revenue DR 30,570 103,097 38,329 171,996
RESULTS £
Segment profit/(loss) H¥EEF/ (ER) (9,644) 28,102 (573) 17,885
Corporate administration costs 2 @171 & (39,791)
Other receivable written off  fift$ £ 4t B UK BR 71 (11,232)
Impairment of gooodwill EERE (25,950)
Gain on bargain purchase ZEEE 2 Wa 30,497
Loss before taxation PR 7% Al S 48 (28,591)

The accounting policies of the operating segments are the
same as the Group's accounting policies. Segment profit/
(loss) represents the financial results by each segment without
allocation of corporate administration costs. This is the measure
reported to the Board of Directors for the purposes of resource
allocation and performance assessment.

LENBZIETHREARE S BRM
RenBams, (BR)#EALED QBT
BERBATED B BEE - ERAE

ERER 2T U EERNMFER
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11. SEGMENT INFORMATION (Continued)

132

Segment revenues and results (Continuead)

The following is an analysis of the Group's assets and liabilities

by segment:

At 31 December 2016

11 aNg

AN

a8 (E)

HmNRE ()

TNIRAEESEEERBEZN:

R-ZFE—XRFE+=-HA=+—H

Mineral
Trading mining, oil and Financial Property
business  gas business business investment
R
EUES BREHR SREK WERE
HK$'000 HK$'000 HK$'000 HK$'000
TER TAER TET TERT
ASSETS BE
Segment assets NEEE 129,300 302,753 322,510 560,810
Unallocated assets REIBEE
Consolidated total assets REEERE
LIABILITIES afE
Segment liabilities AEAE 4,288 97,787 264,387 4,700
Unallocated liabilities REBBE
Consolidated total liabilities REBEESE

Consolidated
)

HK$'000
TERT

1,315,373

34,897

1,350,270

371,162

74,701

445,863
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11. SEGMENT INFORMATION (Continued)
Segment revenues and results (Continuead)

At 31 December 2015

11.

DEER (&)
TEREREE (&

R-F—AF+=-H=+—8”

Mineral
Trading  mining, oil and Financial
business  gas business business  Consolidated
R
B 5% HRETS B RETS )
HK$'000 HK$'000 HK$'000 HK$'000
THET THET FHET FHET
ASSETS BE
Segment assets DEEE 276,192 365,873 247,184 889,249
Unallocated assets REBEE 3,189
Consolidated total assets ~ 4GRAEELE 892,438
LIABILITIES =K
Segment liabilities HEEE 37,098 76,119 188,520 301,737
Unallocated liabilities REEAERE 70,295
Consolidated total liabilities #:A B {E42%8 372,032

For the purposes of monitoring segment performances and

allocating resources between segments:

—  all assets are allocated to operating segments other than
bank balances and cash for administrative purpose and
other assets including other receivables, prepayments

and deposits of head office.

- all liabilities are allocated to operating segments, other
payables and accrued expenses in relation to corporate

administration costs.

HRERDBERAELSEERTEOHEME

—  BETRARZRORTRESURE
W A (RIS R
BIRARES)IN FEEEEHE
FREHE

~ HAERBRESRTEESE HAFS

BREREHZEMENRARENE
Ao
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11. SEGMENT INFORMATION (Continued) M. 2 EEH (&

Other segment information Hih o EE R

For the year ended 31 December 2016

BE-_Z—R"F+-A=+—HILEE

Mineral
Trading  mining, oil and Financial Property
business  gas business business  investment Total  Unallocated  Consolidated
€258 SR ARER SRER NERE LS AR 58
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
TE7n TER ThR Thn TER ThR Thr
Amounts included in the measure of segment  FtEHBEF (FR) IS BEE
profit l0ss) or segment assets: FAZEE:
Additions to fixed assets BETEERR - 10,933 924 19 11,876 92 11,968
Impairment loss on exploration and DARBHEERERE
evaluation assets - 2,003 - - 2,003 - 2,003
Amortisation 23 - 5,048 - - 5,048 - 5,048
Depreciation & 14 3,32 282 4.4 8,063 402 8,465
Reversal of allowance for bad and doubtful debts  BEIRZHREE - - (2,512) - (2,512) - (2,512)
Finance costs YBER - 98 4,508 - 4,606 1,851 6,457
Interest income LELON @) (@) (9,951) - (9,958) - (9,958)
For the year ended 31 December 2015 HE_Z—RAF+-H=1T—HILEFE
Mineral
mining, oil
Trading and gas Financial
business business business Total  Unallocated  Consolidated
BIEH BRES CRES 2 AARE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THx TiBm TB T T T
Amounts included in the measure of STESERMN (B8) %
segment profit (oss) or segment assets:  PEEEFAZEE:
Additions to fixed assets EEEEER - 19,485 - 19,485 - 19,485
Impairment loss on exploration and BRRETEERESR
evaluation assets - 593 - 593 - 593
Amortisation B = 3837 — 3837 - 33837
Depreciation bk = 5176 3% 5972 331 5903
Provision of allowance for bad and FHERERREE
doubtful debts - - 6,288 6,288 - 6,288
Other receivables written off S5 Kt PR 3 - - - - 11,232 11,232
Impairment loss on gooawil BERERE - - - - 25,950 25,950
Gain on bargain purchase HEBE W - - - - (30,497) (30,497)
Finance costs HHER - - 5,685 5,685 - 5,685
Interest income FIBWA 482) (12) (10,166) (10,660) - (10,660)
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11. SEGMENT INFORMATION (Continued) 11.

Geographical information

All of the activities of trading business are based in China and
Hong Kong. The activities of mineral mining is based in Kenya
and China, while oil and gas business are based in Tunisia and
Madagascar. All of the activities of the financial business are
based in Hong Kong.

The Group's revenue and its non-current assets, other than
available-for-sales securities, statutory deposits and loans
receivable, by geographical location of the revenue and assets
regarding its operations are detailed below:

SEER ()
i B

BREBZ A ETERBELET
RS HESED RH BT MmRER
HEREFERBEMFINET - SREHZ
—EBEEEET-

BRAIREELES DRERE REKREFRIN
AEBREEZHBEUES D ARE 2K
aREFRBEEFBNOT:

Revenue Non-current assets
g FRBEE

2016 2015 2016 2015
—E-RE —E-hF ZB-R"E T—0F
HK$'000 HK$'000 HK$'000 HK$'000
TER THET TER FHET
Hong Kong 575 26,204 38,329 6,105 1,817
Tunisia ZEEmD - - 2,886 4,889
Kenya sED - = 3,804 6,206
PRC H 107,441 133,667 530,724 108,235
Madagascar 553 mnHrn 2,924 - 123,585 128,008
136,569 171,996 667,104 249,155
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11. SEGMENT INFORMATION (Continued)
Information about major customer
Revenue from customers of the year ended 31 December 2016

and 2015 contributing over 10% of the total revenue of the
Group are generated from mining business as follow:

Customer A X~ H
Customer B BFEZ
Customer C ®XPA
Customer D xPT

1. 2EER (&)
IBREFZER
UTABE-T—AFR-_FT-—AFt-

A=+ HLEFEMAEERAKZEI0%
ZHIAEELARBEB TP

2016 2015
—B-x"§ C—T-AOF
HK$'000 HK$'000
FEx THEL
43,268 46,165

- 17,282

29,286 -
28,102 N/A

There is no other single customer contributing over 10% of total
revenue of the Group for the years ended 31 December 2016
and 2015.

12. FINANCE COSTS

BE-_F- A "FRZF-HFt+=A
=t+-HLEEE YEAEGE-FFRERA
KEBUERI0%A Lo

12. BBER

2016 2015
—E—XREF —T—h%F
HK$'000 HK$'000
FTEx T

Interest on borrowings wholly ARAFEANEBZEERL

repayable within five years:

Bank borrowings and bank overdrafts IRITEERRITEX 105 40
Amounts due to directors JERTEEKIE 6,352 5,645
6,457 5,685
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13. TAXATION

Income tax in the consolidated statement of profit or loss and
other comprehensive income represents:

. BiE

A kEMEEKRER BRI

2016 2015
B _—ZT—0F
HK$'000 HK$'000
FTExT T
Current tax — enterprise income tax BVERFR IE — F A b EFTS T B 1

provision for the year 8,719 8,746

Deferred tax — origination and reversal of  JEIEFRIE —E s 2 5E 2 FE A M
temporary difference (1,337) (2,963)
7,382 5,783

No provision for Hong Kong Profits Tax has been made for the
years ended 31 December 2016 and 2015 as the relevant group
entities have no assessable profits or the assessable profits are
wholly absorbed by tax losses brought forward in both years.

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law") and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% in both
years.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions. No provision for profits
tax is made in other jurisdictions as the subsidiaries operating in
other jurisdictions have no assessable profits in both years.

HREBE_Z—"Fk-_ZE—HF+=-A
=T —HIEFERBESEBEERELEER
Sl BkEZ E R R AR I E 2 B AR 08
BB - M ER M EF E TR E S5
S8

REFEARKMBBEREEMER X
RUEERBRE REXEMETECZE
HeiED) PEMBARNMEFEZRES
25% °

REMBDEERES 2 RIRR AR RDARE
BRITHENE AN EEMAIAEREE
2 B B B AR A R 00 A AR PR AR AR
A A EHR B A DA R 2 FIS L
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—RFETZA=T—HIEFE

13. TAXATION (Continued) 13. B (&)
The taxation for the year can be reconciled to the loss before FEHFEOAGSBEREMEEKERZ
taxation per the consolidated statement of profit or loss and BREIBIERE RN T
other comprehensive income as follows:
2016 2015
—E—AE —E—AF
HK$'000 HK$'000
FTET FHT
Profit/(Loss) before taxation BR& AR F, (E518) 10,527 (28,591)
Taxation charge at the Hong Kong B BTG ZE16.5%:1 5
Profits Tax rate of 16.5% ZBRIE H 1,737 (4,718)
Tax effect of income not taxable BARRBA
for tax purpose B2 (440) (4,906)
Tax effect of estimated tax losses KRG HGERE
not recognised 2B E 1,172 1,799
Tax effect of expenses not deductible DEEL b
for tax purpose 2GR 7,705 15,739
Tax effect of utilisation of tax loss B) A 5% AT R T sR Bl 75 B 18
previously not recognised 2B e (6,564) (299)
Effect of different tax rates of subsidiaries H E b &k @ 48 & 2 BT E A A
operating in other jurisdictions TEMEZZE 3,772 (1,831)
Taxation for the year FERIE 7,382 5,784
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14. PROFIT/(LOSS) FOR THE YEAR 14. FERAN (FE)
2016 2015
—E—XE —T—hF
HK$'000 HK$'000
T FHTT

Profit/(Loss) for the year has been arrived  FE&F), (E18) B0~ (5t A)

at after charging/(crediting): T5I %18 :
Auditor’s remuneration 2 1,180 1,080
Amortisation BN 5,048 3,837
Depreciation e 8,465 5,903
Staff cost, including Directors’ BIRAN (BEEEHE)

remuneration 32,794 31,127
Contributions to retirement benefits RRAE T ET B K

scheme (included in staff costs) (FtABTIRA) 764 781
Cost of inventories recognised RERZ 2 FERA

as expense 62,323 88,342
(Gain)/Loss from error trades HRR S (M), BB (3) 12
Interest income on bank deposits RITERZFERA

(included in other income) (FFAEMUA) (7) (495)
Operating lease in respect of BRARRAEYMEZLEHL

office premises 6,912 5,450

139



HOIFU ENERGY GROUP LIMITED « S\E&FREBEER AT

Notes to the Consolidated Financial Statements
e MR HRR MR

For the year ended 31 December 2016 HE—_ZT—A~"F+_A=+—HIFE

15. DIRECTORS’ AND CHIEF EXECUTIVE 15. EERTETHRAEEE

OFFICER’'S EMOLUMENTS

Lam Nam Ng Chen Kwan Total
Hui Neil Chui Xu Kwok Kwok  ChiKin Wei-Ming Wang Wai A%t
Chi Ming Bush  SayHoe  Junlia  CaoYu Hing Lun David Eric Alan 2015
FEE BE M #EN  FEE Ex EHE EHR 2HAE  REH  BEE -2-If
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HKS'000  HK$'000  HK$'000  HK$'000
Tér TBr TEx TEn TEx TEx TEx  TEx  FEx Az TEx
Notea) — (Nofe )
(Hiita)  (Hito)
Fees: e:
Independent Non-Executive Directors By EH7E% - - - - - - - 50 50 50 150
Other emoluments to BAOESZAMME:
Executive Directors:
Salaries and other benefits HEREAMBERN 625 600 625 600 625 2,808 984 - - - 6,867
Contributions to retirement RIVERIH RIS
benefits scheme 18 - - 18 18 18 18 - - - 90
Total remuneration ik 643 600 625 618 643 2,826 1,002 50 50 50 7,107
Lam Nam Ng Chen Kwan Total
Hui Neil Chui Kwok Kwok Chikin -~ Wei-Ming  WangWai At
ChiMing Bush Say Hoe Hing Lun David Eric Alan 2015
ATEH ERemft RAEA EBE ERR fids KA BRE —T-I1F
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FHL THET TAT THT TET TR TAT TAT
Fees: we:
Independent Non-Executive BUFNTES
Directors - - - - - 50 50 50 150
Other emoluments to HITESZZAMME -
Executive Directors:
Salaries and other benefits e REMER 800 807 650 2,808 984 - - - 6,049
Contributions to retirement RNBFIEISR
benefits scheme 18 - - 18 18 - - - 54
Total remuneration BHe 818 807 650 2826 1,002 50 50 50 6,253
Note a:  Mr. Hui Ngok Ka changed his name to Mr. Xu Jun Jia on 4 May 2016, and Miza: FERAERS—"FRAANAERAFE
he was appointed as Director of the Company on 1 January 2016. REE WRZZT—R"F—A—BEZEAR
NAEEE-
Note b: Mr. Cao Yu was appointed as Directors of the Company on 1 January MiEb: BFEER_T—"F—A—HBEZAAARR

2016. AlES-

RREEERN  NEBBERERES N

Efr] B & - DARR S| H N A A& B sk 1 A R

BEE - REFEAN EZVERETMAHE
TE—REHE)o

During both years, no emolument was paid by the Group to the
Directors as an inducement to join or upon joining the Group
or as compensation for loss of office. None of the Directors has
waived any emoluments during the year (2015: nil).

Salaries, allowance and benefits in kind paid to or for the
executive directors are generally emoluments paid or receivable
in respect of those persons’ other services in connection
with the management of the affairs of the Company and its
subsidiaries.

ASRATESTI N 2HE R EEDE
MI—MRA/ARZFEALTERARARA REH
BRRAZEBMAEMR 2 EMRE X E
W2 -
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16. EMPLOYEES' EMOLUMENTS

The five individuals with the highest emoluments in the Group
included three (2015: four) Directors of the Company for the
year, details of whose emoluments are included in note 15. The
emoluments of the remaining two (2015: one) individuals were
as follows:

16.

BEM<

REER AEBZRE&ZSFHALE
BR=%2(ZT—AF WHR)ARAEE H
I BENM 15 - A A (ZF—1h
Fi—R)ALTZHMEMT:

2016 2015

—E—REF —E—hF

HK$'000 HK$'000

FHET T T

Salaries and other benefits e MEMER 2,869 2,080
Contributions to retirement RANAE FI T B 53R

benefits scheme 18 18

2,887 2,098

The emoluments of 2 (2015: one) individual with the highest
emolument is within the following band:

R (ZE-RF —R)BREFALZH
ENFTIEER:

2016 2015

—E—XHF —E—hF

No. of No. of

Emoluments band i <& =i B individuals individuals
AE A

HK$NIl to HK$1,500,000 =7 7T £ 1,500,000 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T 22,000,000/ 7T - =
HK$2,000,001 to HK$2,500,000 2,000,001 7t £ 2,500,000/ T 1 1
2 1

During both years, no emolument was paid by the Group to the
above-mentioned individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.

REEFEER  AEBHER _LRA LT
TS - ARSI E DI AR SR E I A R
1R BER RS -
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17.

18.

LOSS PER SHARE 17. SREE
The calculation of the basic loss per share attributable to the KAREB ANEGEERERNBIEIIIE TS
owners of the Company is based on the following data: HURETH
2016 2015
—EB-RFE _—ZT—0F
HK$'000 HK$'000
FET T
Loss for the year attributable to RAUAGTEBRERNEE 2
owners of the Company for the AKARHEE ANELFEEEFE
purpose of basic loss per share (4,621) (36,480)
Number of shares
IR E
‘000 ‘000
T T 1%
Weighted average number of RAGTEEREREE 2
ordinary shares for the purpose of TR hnAE I B
basic loss per share 1,749,158 1,621,958
The basic and dilutive loss per share for the year ended 31 HE-_Z—XR"EER=-ZT—HF+=A
December 2016 and 2015 are the same since there were no =T —HIEFEZEREAREEHIER
potential ordinary shares in issue for both years. [ REERZMEFELED ZTEL L
R o
DIVIDEND 18. K&
The Directors do not recommend the payment of a final EETERMZMEFEIRMTRPRE -

dividend in both years.
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=5
19. BEEE
Leasehold  Computer Furniture Motor Construction Plant and
improvements  equipment  and fixtures vehicles in process Property  machinery Total
HENEEE ElRE HARZE RE ERIR n¥E  HEREES &

HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TER TATL TR TATL TR TAT TAT TAT

COST BA
At 1 January 2015 R-ZE-H%—-f—-A 1219 5,869 1,761 1814 6,248 = = 16,917
Additions #A = 599 210 10 17,017 = 1,649 19,485
Acquisition of a subsidiary Wi —FRE AR - 6 - 122 - 136,331 26,617 163,076
Written-off i (204) 69) - - (6,225) - - (6,498)
Exchange adjustment EH BB = (13) 1 (19 (724) (237) (1,063) (2,055)
At 31 December 2015 and RZZE-RF+-A=+-HK

at 1 January 2016 —T-~F-f-H 1,015 6,392 1978 1927 16,316 136,094 27,203 190,925
Additions #R 520 18 97 300 1,574 = 3359 11,968
Disposals of a subsidiary HE-RREAR - ) = = = = - @
Disposals HE - - - - - - (2410 2.410)
Transfer g% = = = = (14,256) 8,447 5,809 -
Written-off s = = (55) = = = = (55)
Exchange adjustment EH BB = (18) ) (28) (746) (752) (2018) 3571)
At 31 December 2016 R=E-7"E+-A=1t-H 1,535 6,488 201 2199 8,888 143,789 31,943 196,853
DEPRECIATION ik
At 1 January 2015 RZE-H5%-A-A 1,035 5,282 1,599 473 = = = 8,389
Provided for the year FEAR 97 251 102 494 - 2434 2,525 5903
Written back e (117) 69) - - - - - (186)
Exchange adjustment EH BB = () = (12 = (11) (104) (134)
At 31 December 2015 and RZZE-RF+-A=+-HK

at 1 January 2016 —Z-~F-f-H 1,015 5,457 1,701 955 = 2423 24 13972
Provided for the year FERE 5% 23 141 3% - 4,461 3,185 8,465
Written off on disposal ik = = = = = = (2520) (2,520)
Written back e - - (55 - - - - (55)
Exchange adjustment EH BB = (13) 6) (17 = (21) (182) (239)
At 31 December 2016 RZE-7"E+-A=1t-H 1,070 5671 1,781 1,328 = 6,863 2,904 19,623
CARRYING VALUES REE
At 31 December 2016 RZE—7"§+-A=1t-H 465 811 230 871 8,888 136,926 29,039 177,230
At 31 December 2015 WZZ2-HA%+-A=1+-H = 935 277 972 16,316 133,671 24,782 176,953

Depreciation is provided using the straight-line method at the

following rates per annum:

Leasehold improvements
Computer equipment
Furniture and fixtures

Motor vehicles
Property

Plant and machinery

FrEABRERNATFRGHE:

20% — 33'/2% HEYMEEE 20% — 33'/3%
20% — 50% EN BT 20% — 50%
20% — 40% RIMRES 20% — 40%
20% — 30% RE 20% — 30%
2% — 5% S 2% — 5%
10% BR 5 R 23 10%
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20. INVESTMENT PROPERTIES 20. REW=

HK$'000
FHT

At 1 January 2015, 31 December 2015 RZE—hFE—H—H ZZ—1%F
and at 1 January 2016 +ZA=+—HBEk=ZE—X~"F—HA—H -
Acquisition of a subsidiary gl iS I EEPNG] 435,054
Exchange adjustment ME 5, o8 B (2,415)
At 31 December 2016 RZE—ARFE+=ZHA=+—H 432,639

All of the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and
accounted for as investment properties.

Investment properties represent a commercial unit located in
PRC.

The fair values of the Group's investment properties at
31 December 2016 have been arrived at on the basis of a
valuation carried out on that day by BMI Appraisals Limited, an
independent qualified professional valuer that is not connected
with the Group.

The fair value was determined based on the “Direct Comparison
Method” and “Investment Method”, where the value is
assessed by reference to the comparable properties of sales
evidence as available in the relevant market, factoring in all the
respective advantages and disadvantages of each property in
order to arrive at the comparison of capital value.
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20. INVESTMENT PROPERTIES (Continued) 20. REWME ()
The carrying amounts of investment properties shown above LR EYMELREERE:
comprise:
2016 2015
ZE-XRE —ERF
HK$'000 HK$'000
FET THETT
Properties in PRC: R M
Medium-term lease FREIH S 432,639 =

The fair value measurements for all of the Group’s investment
properties are categorised as level 3. The following table
gives information about how the fair values of the investment
properties as at 31 December 2016 are determined (in
particular, the valuation techniques and inputs used), as well as
the fair value hierarchy into which the fair value measurements
are categorised level 3 based on the degree to which the inputs
to the fair value measurements is observable.

REBMAEREMEZ A FEAEESR
REZP - TREHUATEEREDER
—E-RE+ZRA=T—HZAFEZE
KRR — AR R R 2w ABUR) -
AEREAFEFEGABBZAERE
EDEAVEFEMBAFESRAE=
Ao

Valuation Relationship of
Fair value technique & Significant unobservable
Properties hierarchy key input unobservable inputs inputs to fair value
RER MR EAREE FABREAZE
L/ DNEEBR FTEPAEE WAHE HAFEzBR
Property - located Level 3 Direct comparison Price per square foot, using market ~ An increase in the price per
in Beijing, PRC method and direct comparable and taking square foot will increase
investment into account location and other significantly the fair value
method individual factors such as age
and location of the property,
The key input is price approximately RMB23,655 per
per square foot square foot as at 31 December
2016
ME—MIRAFRELE EF=/R BREBEREEE FAMSEEANELENELGT BSEARELLAGKAE
= R th 2 T B Ao (& Rl B 2= (5140 EAFE
FTEHAEER VRIS R ) S H 2B
B RER FRE®R BRZZ—RF+=

A=T—B8¥IROARE

23,6557C

During the period ended 31 December 2016, there were no
transfers between level 1 and level 2, or transfers into or out of
level 3.

BE_T-—RF+A=+—HILHH #
BRE-ARE_FzREBGR BALE
HE=/-
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21.

INTANGIBLE ASSETS 1. BREEE
Mineral Trading
mining rights rights Total
PRUERE B &
HK$'000 HK$'000 HK$'000
FHETT T T FET
COST A
At 1 January 2015 R=_E—RF—HF—H 12,012 50 12,062
Acquisition of a subsidiary W i — I BT B A A 48,236 - 48,236
Exchange realignment R (1,804) - (1,804)
At 31 December 2015 and Z—RF+-_A=+—8H
1 January 2016 Zi__? NE—H—H 58,444 50 58,494
Exchange realignment PN (2,945) = (2,945)
At 31 December 2016 RZZE—AR"F+=-—A=+—H 55,499 50 55,549
AMORTISATION ey
At 1 January 2015 R-—ZE—RFE—H—H 3,403 50 3,453
Provided for the year FERE 3,680 - 3,680
Exchange realignment ME 5, 8 B (53) = (53)
At 31 December 2015 and R-E—RHF+_-_A=+—H8BK
1 January 2016 —E—RXF—H—H 7,030 50 7,080
Provided for the year FERE 4,871 - 4,871
Exchange realignment bEE 54, 58 B (184) = (184)
At 31 December 2016 RZE—R"FE+=ZHA=+—H 11,717 50 11,767
CARRYING VALUES BRTEE
At 31 December 2016 RZZE—AR"F+=-—A=+—H 43,782 - 43,782
At 31 December 2015 R-ZZE—HF+=-_A=+—H 51,414 = 51,414

Trading rights represent two trading rights in the Stock Exchange
and one trading right in Hong Kong Futures Exchange Limited.

Trading rights were amortised over nine years.

As at 31 December 2016, the Group had two mining rights in
respect of (i) the rights granted under the Licence 253 in respect
of Kenya Mine 253, an area of approximately 1,056 square
kilometers situated in Kitui District Eastern Province, Kenya; and
(i) zeolite mine located in Chicheng County, Zhangjiakou City,
Hebei Province, the PRC with a total area of approximately 0.135
square kilometers and mining depth ranged between 1,450

meters and 1,300 meters.
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21. INTANGIBLE ASSETS (Continued) 21. B EE (&)
Amortisation for zeolite mine is provided using the unit of ORI ERAAEEBMARBEERE
production method based on the actual production volume over EREIL 2R REERHELTESL -
the estimated total proved and probable reserves of the mineral
mines.
Mineral mining rights of Kenya Mine 253 were amortised over 5 BB 22 2535 15 ERIERE R L S 8K o
years.
Mineral mining rights arising the acquisition of subsidiaries as W RE MY B A Rl E & 2 SRR R R M E
set out in note 39(b). 39(b) °
22. EXPLORATION AND EVALUATION ASSETS  22. B R{EETEE
Assets
under-
construction
(Note a) Total
EEEE &3
(Kiita)
HK$'000 HK$'000
T T
CoST RS
At 1 January 2015 R-ZE—HF—H—H 5,482 5,482
Impairment loss REEE (593) (593)
At 31 December 2015 and RZE—RAF+ZHA=1+T—8K
at 1 January 2016 RZE—RFE—H—H 4,889 4,889
Impairment loss B EE (2,003) (2,003)
At 31 December 2016 RZE—ARF+ZA=+—H 2,886 2,886
Notes: Hiat -

Assets under construction presented the cost of various kinds of oil drilling and
production equipment located in Ksar Hadada, Tunisia, from the acquisition
of subsidiaries in 2013. As at 31 December 2016, the Group carried out an
impairment review for the exploration and evaluation assets in Tunisia. An
impairment loss of approximately HK$2,003,000 (2015: HK$593,000) was
recognised in profit or loss in relation to the exploration and evaluation assets in
Tunisia.

EREAERERAN - ZE—=FKENBIATUNREER
foKsar Hadada & @A MBI R EEREZ KA - R _F
—ANETZA=1+—R AKEYREAEZHFERMY
FTEEEITRERN -HREARZHFEREFTEER
1825 R #ERR 492,003,000/8 7T ( == — A 4 : 593,000/ 7T )
ZRERE -
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e year ended 31 December 2016 BE_ZT—A~"F+-_A=+—HILFE

DEFERRED TAX LIABILITIES 23.

The following is deferred tax liabilities recognised and
movements thereon during the year ended 31 December 2016:

ELEHEEE

NTIRRBE-_ZT—R"Ft+t-_A=1t—H

Mineral

mining rights

PRIERE

HK$'000

FHT

At 1 January 2015 R=E—RF—F—H 2,582

Acquisition of subsidiaries L) EPNG] 14,835

Credit to profit or loss A B (2,963)

Exchange difference b H =58 (463)
At 31 December 2015 and RZE-—RAFE+=—H=+—H

at 1 January 2016 ;E=F—RF—H—H 13,991

Credit to profit or loss A B (1,337)

Exchange difference b H =58 (743)

At 31 December 2016 RZE—ARF+=ZHA=+—H 11,911

At the end of the reporting period, the Group had estimated
unused tax losses of approximately HK$92,220,000 (2015:
HK$97,857,000) available for offset against future profits. No
deferred tax asset has been recognised in relation to such
unused tax losses as it is not probable that taxable profit will be
available against which the unused tax losses can be utilised.
Tax losses may be carried forward indefinitely.

RBEREB NEBEN KRB AERS
B 18 4 /392,220,000 Bt (Z T — R F:
97,857,0007% T ) AJ £ K 85 R g 7 o ;IR
AR gEH FERR TS A A AR 1K 35 K 8
W75 B 1R - B Mt _b R B P AR A S 1R
REEHREE -REBRAERRGHE -
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24. AVAILABLE-FOR-SALE SECURITIES 24. A HEERS
Available-For-Sale Securities comprise: At HEREHFEE:
2016 2015
—E-RE —ZET—0F
HK$'000 HK$'000
FExT T
Listed investment: ERE
— Equity securities listed on Hong Kong —REBBR T LT 2 RANE S
Stock Exchange 1,440 -
1,440 =
Analysed for reporting purposes as: BARmE 2o :
Current assets mENEE - =
Non-current assets EMENEEE 1,440 -
1,440 =
25. STATUTORY DEPOSITS 25. ZER®
2016 2015
—E-RE —ZT—A1F
HK$'000 HK$'000
FExT T T
Deposits with: =35 NN NG s/ =
The Stock Exchange of EBHMAER ST BRAR
Hong Kong Limited 230 450
The Securities and Futures Commission #EA5MEIEEKEREES 2,100 2,100
Hong Kong Securities Clearing BERREEERAA
Company Limited (“HKSCC") ([BBEE]) 200 200
Reserve Fund Contribution to Hong Kong &S &4 EHRE A A
Futures Exchange Clearing Corporation ~ ([Hi&E&ZE A A1)
Limited ("HKFECC") ZiEESHER 1,525 1,526
4,055 4,276
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26. LOANS RECEIVABLE 26. EWEK
2016 2015
—EB-RF _—ZT—0F
HK$'000 HK$'000
FTEx T
Fixed-rate loans receivable LAThaE BB T oIE
denominated in functional 2 EBEKE
currency of Hong Kong dollars 12,610 1,244
Carrying amount analysed RARHE 2 REE
for reporting purposes: pak ik
Current assets (receivable mENEE (7] WS
within 12 months from HZL AR+ @A RN
the end of the reporting period) B 127 589
Non-current assets (receivable EMEBEE (AIEWME
after 12 months from the end HZ AR+ @ A%
of the reporting period) B 12,483 655
12,610 1,244
The fixed-rate loans receivable have contractual maturity dates EEERWERZENHNARAT
as follows:
2016 2015
—EBE-RFE —ZT—0F
HK$'000 HK$'000
FTEx T
Matured within 1 year —F R EIER 127 589
Matured within 1 year and 2 years —FEMFREE 10 565
Matured within 2 years and 3 years M E & = N 2 H - 80
Matured within 3 years and 4 years =FEMFREIE - 10
Over 5 years BB hF 12,473 -
12,610 1,244
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26. LOANS RECEIVABLE (Continued)

The effective interest rates (which are equal to contractual
interest rates) on the Group’s loans receivable ranged from 5%
t0 8.25% per annum (2015: 5% to 10%). Interest rate term is fixed
at the time when entering into loan agreement. The periods of
the loans ranged from 1 year to 27 years.

In determining recoverability of the loans receivable, the
Group considers any change in credit quality of the borrowers
from the date credit was initially granted up to the end of the
reporting period. Loans receivable with a carrying amount of
approximately HK$12,525,000 (2015: HK$914,000) are neither
past due nor impaired at the end of the reporting period for
which the Group believes that the amounts are with good credit
quality. Therefore, no provision is considered necessary.

Loans receivable with a carrying amount of approximately
HK$85,000 (2015: HK$330,000) are past due as at the reporting
date but not impaired, as the Group considered the amount
is still recoverable and therefore no provision is considered
necessary.

26. EIWER (&)

AEBRKERZERNE (FREQF
R)BEFS%E25% (Z T —AF :5%=
10% ) o F KRR AT LB 7K 15 o s O
EXENF—FE-_TLEF-

REERKERTEKRER AEBEEE
BRABVAREEERREEEZREH
KEMNEEEERAES L RWMEHKRE
BREE #912,525,0008 L (Z T —HF:
914,000/ 7T, ) 2 F& I & FR I 2K 38 HA 75 R Rk
B MAEEBEEERBEEELEEZRT
B 3R TR 1 A o

FRE{EAN85,000B T (=T —A%F:
330,000 7T) < B EFR N HE A HER
HYERIRME AR ARERAZFR AR
O R RBRELRE-
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27. PREPAID LAND LEASES 27. Bt E

Total
&H#
HK$'000
T T
cosT AR
At 1 January 2015 R-ZE—RF—H—H -
Acquisition of a subsidiary U i — R BT BB A A 7,792
Exchange adjustment ME 8 B (292)
At 31 December 2015 and RZE—RAF+_HA=+—HK
at 1 January 2016 R_E—XRF—HA—H 7,500
Exchange adjustment bE 5 B (475)
At 31 December 2016 RZE—ARF+=ZHA=+—8H 7,025
Amortisation ey
At 1 January 2015 RZE—hF—H—H -
Provided for the year FEEE 157
Exchange adjustment M H, 38 B (6)
At 31 December 2015 and RZEBE-—AF+A=+—HRK
at 1 January 2016 RZE—RF—HA—H 151
Provided for the year FERE 177
Exchange adjustment b H SH (18)
At 31 December 2016 RZE—ARF+=—A=+—H 310
CARRYING VALUES IREE
At 31 December 2016 RZE-—RE+ZA=+—H 6,715
At 31 December 2015 RZE—RAF+=A=+—H 7,349
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27. PREPAID LAND LEASES (Continued) 27. ERLHBAE (E)
2016 2015
ZE—XE —ZE—FF
HK$'000 HK$'000
FTExT T
Current portion BNHEAZR 7 169 180
Non-current portion FEBNEREE 6,546 7,169
6,715 7,349
The Group's interests in prepaid land lease represents prepaid AEEREMNLHAS 2 HEEBNES
operating land leases outside Hong Kong held on leases of 50 BIBIMRSOF AT 2 & TS -
years.
28. INVENTORIES 28. 78
2016 2015
—E-XFE ZZZT—HF
HK$'000 HK$'000
FExT T T
Raw Material R 910 1,100
Finished goods SURK an 56,152 =
57,062 1,100
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29. ACCOUNTS RECEIVABLE

29. FEUWERRK

2016 2015
—EB-RF _—ZT—0F
HK$'000 HK$'000
FTEx T
Accounts receivable consist of: FEW R R BIETFIIEA :
Accounts receivable arising from ARERRAERE SR
business of trading natural FITEE A4 2 FE U BR 5K
resources and petrochemical - 20,955
Accounts receivable arising from WEMEXEGEEZ
business of investment properties FEUAR R 1,681 -
Accounts receivable arising from W) 3 75 P EE A 2 FE AR 3K
mineral business 56,855 2,540
Accounts receivable arising from the BEERBSEBES 2 EBIERK:
business of dealing in securities:
— Cash clients —BexRP 17,275 23,840
Less: Allowance for doubtful debts HIBR - REREE (4,296) (6,786)
12,979 17,054
— HKSCC —BBEE 4,086 7,891
Accounts receivable from HKFECC BEHEGNEBMELEZ
arising from the business of FEW B S &8 A Bl BR K
dealing in futures contracts 3,416 2,726
Loans to securities margin clients BTEHFREBEBEF ZEXK 58,951 93,505
Less: Allowance for doubtful debts Bk - REREHE (63) (86)
58,888 93,419
Accounts receivable arising MG EBBAREBEEZ
from the business of advisory UK BR FR
for financial management 1,088 225
Accounts receivables from brokers JE M A% 4 BR 3R - 2,536
138,993 147,346

154




Annual Report 2016 ¢ =& — XEFR

Notes to the Consolidated Financial Statements

e MR ME

For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

29. ACCOUNTS RECEIVABLE (Continued)

An average credit period for accounts receivable from trading
business is 30 days. The accounts receivable from trading
business aged within 90 days.

Accounts receivable from mineral business

29. FEWBRX (&)

KEEZEBRKERZ FHEERR30
A-REESEHEBERZEKEK /08
WO

B R Y SR 2 PR AR X

2016 2015

—EB-RF —ZT—0F

HK$'000 HK$'000

FET T

0 - 180 days 02180H 55,938 1,342
More than 180 days 180H A £ 917 1,198
56,855 2,540

Included in the accounts receivable from mineral business is
HK$56,855,000 (2015: HK$2,540,000) which is denominated in
RMB, the functional currency of the relevant group entity.

The average credit period for accounts receivable from
investment property business is 30 days. The accounts
receivable from investment property business aged within 90
days, which is denominated in RMB, the functional currency of
the relevant group entity.

The settlement terms of accounts receivable from cash clients,
HKSCC, HKFECC and brokers are usually one to two days after
the trade date. Except for the accounts receivable from cash
clients as mentioned below, the accounts receivable from
HKSCC and HKFECC aged within 30 days.

T AR B HE Y 275 2 B W AR 5 A56,855,000
B0 (ZZF — A4 £ 2,540,000 75) © J5 A
HEEBERENEEEARKTE-

RERENELS Y MRS TS
$A308 o KA KAWL R 2 B A50E
P2 IR - Ty AR R E R A
AR -

RUREEF BAGE HEZKEQAR
RERFZEEHRBE/RX S BHIE—
EMA o R T XA YR & & P RS
EWELGEELEEERRRR ZIREK
B R/30H A e
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29. ACCOUNTS RECEIVABLE (Continued) 29. FEWBRX (&)

The Group offsets certain accounts receivable and accounts
payable when the Group currently has a legally enforceable
right to set off the balances and intends either to settle on a net
basis, or to realise the balances simultaneously.

Loans to securities margin clients are repayable on demand and
bear interest at Hong Kong Prime Rate quoted by OCBC Wing
Hang Bank Limited plus 3% equivalent to 8.25% per annum for
both years. In the opinion of the Directors, no aged analysis is
disclosed as the aged analysis does not give additional value.
The loans are secured by pledged marketable securities at fair
value of approximately HK$194,491,000 (2015: HK$263,005,000).
The average percentage of collateral over the outstanding
balance as at 31 December 2016 is ranged from 113% to 7,467%
(2015: 111% to 3,883%). The fair value of pledged marketable
securities of the individual margin clients is higher than the
corresponding outstanding loans. The Group is permitted to
sell or repledge the marketable securities if the customer
default the payment as requested by the Group. The Group had
provided the allowance for doubtful debts for securities margin
clients with reference to the portfolio held and the subsequent
settlement of each customer.
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W AR R B E A o A B IR A AR
AEBEEEE TEKERR R EMNERR -

KRTESFRBEREPZEREAREREE
BERBEBKZFRITBERARMABRES R
EEF R N3% (M EF EHHEERF N =
825% )it B - EERA ARKRRD I
EEE AU EREEHEMNEER &
AR FE#194,491,0008 8 (—FE—F
F 263,005,000/ 7T ) 2 B BB HE
BER-RZZTE—A"FE+=A=+—H K&
BESKZERRZTFHAIENF113%E
7,467% (ZZF—FHF : 111%=3,883% ) ° {f
FRFEEFZEERRAEF 2 A TE
EREERREEER - AEBRENEFE
RAEBMERREBERE L BRI KRB
B ARERREXZFZFRESETFLFER
ZIREBHERABEE R BRELRES
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29. ACCOUNTS RECEIVABLE (Continued) 29. BWERK (&)
The Group does not provide any credit term to its advisory for REBEWERMBERBRAEBE P RME
financial management clients. The aged analysis of accounts FAEER VB EREAEXEBRFELEL
receivable arising from the business of advisory for financial JEUTER SR 2 BRER AT 20 T

management clients is as follow:

2016 2015
—E-RE T IOfF
HK$'000 HK$'000
FBxT FAET
0-90 days 0Z90H 243 125
More than 90 days 90H A E 845 100
1,088 225
The settlement terms of cash clients are usually one to two days ReBRPzEERRERXHAME—F
after the trade date. The aged analysis of accounts receivable MH R eRFEEZEIERR 2R DT
arising from cash clients is as follows: R
Accounts receivable from cash clients EWHREEFERX
2016 2015
ZE-XRE —"IT-RF
HK$'000 HK$'000
FET FHET
0-90 days 0£90H 11,175 10,774
91— 180 days 91£180H 1,804 6,280
12,979 17,054
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29. ACCOUNTS RECEIVABLE (Continued) 29. EWERR (&)
Accounts receivable from cash clients EWRAEEFER™ (£)
(Continuead)
The accounts receivable from cash clients with a carrying R E KB BREE 4 A6,139,0007% 7T
amount of approximately HK$6,139,000 (2015: HK$12,286,000) — TR 12,286,000/ 7T ) Z FEW IR &
are past due but not impaired at the end of the reporting period. EEERAREEHERGRE - BHERER
The average age of the amount past due but not impaired BEFIEFEIRRARI0AA (ZE—H4F:
is within 30 days (2015: within 30 days). In the opinion of the 0HA) EFLEREMRAB CERLE
Directors, no significant accounts receivable from advisory for HERARE MEFTERERERMBEER
financial management clients and cash clients are impaired BHEBRPRE SR ZEARAER
at both years with reference to the subsequent settlement Bo

received after the end of the reporting period.

Movement in the allowance for doubtful HEEFPRREEZEH
debts of cash clients

2016 2015

=E-RF —=T—IOF

HK$'000 HK$'000

FTET FHT

Balance at beginning of the year FAER 6,786 502
Provided for the year PN i - 6,597
Amounts recovered during the year RF F W E FIE (2,489) (303)
Amounts written off as uncollectible 8 1~ °] We (2] SR IE (1) (10)
Balance at end of year FIREERR 4,296 6,786

158



Annual Report 2016 ¢ =& — XEFR

Notes to the Consolidated Financial Statements
e HRRME

For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

29. ACCOUNTS RECEIVABLE (Continued) 29. FEWBRX (&)
Movement in the allowance for doubtful HEREEEFREREZ2EH

debts of securities margin clients

2016 2015
ZE-RE —T—IF
HK$'000 HK$'000
FET T
Balance at beginning of the year FH#ERR 86 91
Provided for the year FNEE 15 1
Amounts recovered during the year REZ U B &5 (38) (6)
Balance at end of the year FIREERR 63 86
Included in the allowance for doubtful debts of cash clients, ReRPF BHFREBESEFPEUBERZLN
securities margin clients and advisory for financial management XBEFPAEEGEERK —BEMYEE
clients are individually impaired accounts receivable due from FEBRRE s RP 2 @R EREREBERR-
clients who have been in severe financial difficulties. For the BHRARBEEPBRERDKZREERSE
securities margin clients, the amount was arrived at after EFFEREERRRES < MEHIERE
considering the proceeds from disposal of respective pledged EE -
marketable securities held by the Group.
In determining the recoverability of the accounts receivable, the 7N B 7 B RE FE U BR SR 2 BT UK [0 A e
Group considers any change in the credit quality of the accounts TEREBAYVIAREEERHEEEREH
receivable from the date credit was initially granted, subsequent HiFsERWEREEER ER&ENRR
settlement and the fair value of pledged marketable securities MEEBRBESF 2 A FEZE@ME -
up to the reporting date. In the opinion of the Directors, there EERE BERGAEDRERENIN &

is no further credit provision required in excess of existing — S =EEBE-
allowance for doubtful debtors.
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30. OTHER RECEIVABLES, PREPAYMENTS AND 30. H#tEWERF - AN RERIES
DEPOSITS

2016 2015
—E-XFE Z—ZT—EHF
HK$'000 HK$'000
THET FET
Other receivables H At & W BR K 102,582 126,539
Amounts due from non-controlling FE U SE 12 i b 2 SRR
interests (note) (Kia) 48,324 29,566
Rental and other deposits HekEMize 1,503 1,860
Prepayments TS K08 25,501 67,994
Advance to suppliers arising from B 5 15 A L FE g #4K
trading business - 119,363
177,910 345,322
Note: Amounts due from non-controlling interests are unsecured, interest free HieF - EWSEERERRIBAERT 28 RIZERIK
and recoverable on demand. As at 31 December 2016, no amount was B -R=ZT—RFE+-A=+—8 BIEAETE
denominated in US$ (2015: HK$11,393,000), a currency other than the BZHE (ZZT—FF :11,393,000#7T) * M0
functional currency of the relevant group entities. WIFERAEBE R 2 EH -
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31. PLEDGED FIXED DEPOSITS, BANK

BALANCES AND CASH
Pledged fixed deposits (general accounts)

The pledged fixed deposits represented the amounts pledged to
banks to secure general banking facilities granted to the Group.
The pledged fixed deposits carry interest rates at 0.225% (2015:
0.225%) per annum and will be released upon the expiry of the
relevant banking facilities. Included in pledged fixed deposits
(general accounts) is approximately HK$5,229,000 (2015:
HK$5,216,000) which is denominated in US$, a currency other
than the functional currency of the relevant group entity.

Bank balances (trust and segregated
accounts)

From the Group's ordinary business, it receives and holds
money deposited by clients in the course of the conduct of the
regulated activities. These clients” monies are maintained in one
or more segregated bank accounts and bear prevailing market
deposit rates ranging from 0.01% to 0.15% (2015: 0.01% to
0.15%) per annum. The Group has recognised the corresponding
accounts payable to respective clients. However, the Group
does not have a currently enforceable right to offset those
payables with the deposits placed.

Bank balances (general accounts) and cash

The amounts comprise cash held by the Group and short-term
bank deposits carrying prevailing market deposit rates at 0.01%
(2015: 0.01%) per annum with an original maturity of three
months or less. Included in bank balances (general accounts)
and cash are approximately HK$627,000 (2015: HK$29,000)
and HK$43,527,000 (2015: HK$26,655,000) and which are
denominated in US$ and RMB respectively.

1. EEAERER RITEER

BE
EEAEHER(—REF)

EERENFARERNGAEE - KRR
TREMARITIELZERSH -CEM
ERERZMNERRETF0225% (—F—1h
F:0.225%) RAEBRTHE D HRAE
Bt AREREHER(—REL)ZH
5,229,000/ 7t ( —F — A % : 5,216,000/
TL)AEHBEEEER 2 IEEBETI
B

RITEF (EERBALKRF)

AEERBERBETIEEEE M
TRHEFEPZER - REEPZHEBERFA
—EARZEBLRTEPARRITH SR
RHENFFEF0.01%20.15% (ZF—1
F:0.01%=E0.15% ) 7t B ° A& B HERE
BEEP ZHEERR A AEEREY
BTN TR EZFRMNERR

RITEE (—REF)REAE

HERERAEERFE 2R E RIRALT
MISEFRMEZF001% (ZE—HF:
0.01%)st EERBBER=@EAKIIAT
ZEHARTEFR GFARTESR (—RIE
P RE e 246270008 T (ZF—A%F:
29,0004 7t ) 43,527,000 L (ZFE—h
% : 26,655,000 7T) DRI AE T R AR
SI{E »
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32. ACCOUNTS PAYABLE 32. FEFERRX

2016 2015
ZE-R"E —T—IF
HK$'000 HK$'000
FTET T
Accounts payable from mineral business & 47 2 % Ffr & 4 FE (S BE 3K 4,301 29,489
Accounts payable arising from the BEERFEBMEERMNERR:
business of dealing in securities:
— Cash clients -BRexyP 157,198 83,159
- HKSCC —BBRE 3,769 -
Accounts payable to clients arising BEEHEGNEBMELEZ
from the business of FE B BRR
dealing in futures contracts 3,797 6,678
Amounts due to securities margin clients BN EHFREL BE A 5,172 7,054
174,237 126,380

The settlement term of accounts payable to cash clients and
HKSCC is two days after the trade date and aged within 30 days.

Accounts payable to clients arising from the business of dealing
in futures contracts are margin deposits received from clients
for their tradings of futures contracts on HKFECC. The excess
of the outstanding amounts over the required margin deposits
stipulated by HKFECC are repayable to clients on demand. In
the opinion of the Directors, no aged analysis is disclosed as the
aged analysis does not give additional value.

Amounts due to securities margin clients are repayable on
demand. In the opinion of the Directors, no aged analysis is
disclosed as the aged analysis does not give additional value.

The accounts payable amounting to approximately
HK$156,816,000 (2015: HK$88,209,000) were payable to clients
or other institutions in respect of the trust and segregated bank
balances received and held for clients in the course of the
conduct of regulated activities. However, the Group does not
have a currently enforceable right to offset these payables with
the deposits placed.
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BTEFP -BEERR HRERERINALES
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32. ACCOUNTS PAYABLE (Continued)

33.

34.

Accounts payable from mineral business

32. AR (&)

RERYER 2 BARK

2016 2015

—E—XRHF —E—hF

HK$'000 HK$'000

FTET T

0-90 days 0%90H 830 883
90 — 180 days 90ZF180H 3,471 28,606
4,301 29,489

Included in the accounts payable from mineral business is
HK$4,301,000 (2015: HK$29,489,000) which is denominated in
RMB, a functional currency of the relevant group entity.

OTHER PAYABLES AND ACCRUED

AT AR B BB %75 2 FE A BR 50 54,301,000
BT (ZZE— 1 29,489,000/ 7T ) * Jh LA
EEEBERENEEE ARKIE-

33. HttENRRARETER

EXPENSES

2016 2015
ZEB-XFE —ZET—FHFE
HK$'000 HK$'000
FET T
Other payables H b < 300E 24,634 41,823
Accrued expenses EstE A 5,139 4,457

Receipts in advance from B 5 %1% 2 TRWGRIE
trading business 64,064 2,638
93,837 48,918

AMOUNTS DUE TO DIRECTORS

34. BNESNIE

Amounts due to Directors are unsecured, interest bearing at
Hong Kong Prime Rate quoted by Wing Hang Bank Limited (2015:
Hong Kong Prime Rate quoted by Wing Hang Bank Limited) per
annum and are repayable on demand.

ENEZFRSEER  ZKFRITHREN
EEREBEMNE (ZT—RF  KFRITH
ENEEREBNER)BFHERAREK

fEiE -
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35. SHARE CAPITAL 35. A
Number of
shares
RE B
‘000 HK$'000
T8 FHT
Ordinary shares of HK$0.10 each HRRHEEC.108 L2 B
Authorised: JETE
At 31 December 2015 and 2016 RZFE-—RAFRZT—RF
+—A=+—H 10,000,000 1,000,000
Issued and fully paid: BETRER
At 1 January 2015 RZZE—RF—A—H 1,543,452 154,345
Shares repurchased and cancelled I h Bl sk s (HfiFa)

(note a) (17,214) (1,721)
Issue on 16 Feburary 2015 (note b) RZE—RFEZA+/BE81T (H#7D) 30,000 3,000
Issue on 16 March 2015 (note c) RZZE—RF=A+/NBE1T (Hitc) 30,000 3,000
Issued in consideration for the ERWBEREMET (HiFd)

acquisition (note a) 64,000 6,400
At 31 December 2015 and at R_ZE—AF+-_A=+—H8EFK

1 January 2016 RZE—RFE—H—H 1,650,238 165,024
Shares repurchased and cancelled fen R Mk ss (Hita)

(note a) (14,672) (1,467)
Issue on 28 July 2016 (note e) RZE—ARFEA=+N\BET

(Hiite) 50,000 5,000
Issued in consideration for the YE R KB T 84T (A73Ef)

acquisition (note f) 835,714 83,571

At 31 December 2016 RZE-—RFE+H=+—H 2,521,280 252,128
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35. SHARE CAPITAL (Continued)

Notes:

a)

During the year ended 31 December 2015 and 2016, the Company
repurchased its own shares through the Stock Exchange of Hong Kong

35. RA&K (&)

a)

BHE-_FT—HAGFER=-T—"F+=-A=+—HL
FE ARABRAEBHERSMERAREE

Limited as follow: HEARGBRMHMT
No. of
ordinary
shares of
HK$0.10 each Price per share Aggregate
SREE FRERE consideration
0.10/% T 2 Highest Lowest paid
Month of repurchase fEE A% LERHAE BS B 2 HENRE
HK$ HK$ HK$'000
7T 7T FHBT
November 2014 —ZT—mE+—A 40,000 1.03 1.03 41
December 2014 —ZE-—mE+=A 8,810,000 1.04 0.94 8,766
April 2015 —T—HFWMA 322,000 1.02 N/A 328
TiEA
May 2015 —ET—RFHA 30,000 1.18 N/A 35
TEA
August 2015 —FT—RFN\A 8,012,000 1.19 0.90 8,439
17,214,000 17,609
January 2016 —ZT—RF—A 14,672,000 0.7 0.5 8,326

Except the shares repurchased during November and December in 2015
which have not been cancelled in 2014, all the above shares repurchased
were cancelled during the period.

None of the Company's subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the year.

Pursuant to subscription agreement dated 6 Feburary 2015 entered into
between Mr. Zhu Yongwen (“Subscribers”) and the Company, Subscribers
subscribed for 30,000,000 new shares of HK$0.10 in the Company at price
of HK$1.23 per share. These new shares were issued under the general
mandate granted to the Directors at the annual general meeting of the
Company held on 20 June 2014. All the issued shares rank pari passu in all
respects with other shares in issue. The net proceeds from subscription is
intended to be used for general working capital.

BR-ZB-AFt-ART-ABERMIARN=
T2 B S  EAR T B R A 1

RAMER ETHES o

RIBARKXEE ([RBEAD)BARRBMETLA
HR—T-—RF_ANEZRBHZ REAR
B i1.23/% 7T 2 {845 - 58 #830,000,0008% & A H &
0108 TTZ RN A RHTIAD « ZEF R IR BN =
E-OEFERAZTARBTARRBRREFRE
ERTESE, -REERT-HASETROR
BEHEEEMDETIRG FAREHA - BB
BREFRRE—REEETAE-
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35. SHARE CAPITAL (Continued)

Notes: (Continued)

0
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Pursuant to subscription agreement dated 9 Feburary 2015 entered into
between Mr. Zhu Yongwen (“Subscribers”) and the Company, Subscribers
subscribed for 30,000,000 new shares of HK$0.10 in the Company at price
of HK$1.20 per share. These new shares were issued under the general
mandate granted to the Directors at the annual general meeting of the
Company held on 20 June 2014. All the issued shares rank pari passu in all
respects with other shares in issue. The net proceeds from subscription is
intended to be used for general working capital.

During the year ended 31 December 2015, the Company has issued
64,000,000 ordinary shares for acquiring 100% equity interest of New
Praise International Limited.

Pursuant to subscription agreement dated 14 July 2016 entered into
between Mr. Weng Tao (“Subscribers”) and the Company, Subscribers
subscribed for 50,000,000 new shares of HK$0.10 in the Company at price
of HK$0.70 per share. These new shares were issued under the general
mandate granted to the Directors at the annual general meeting of the
Company held on 14 July 2016. All the issued shares rank pari passu in all
respects “with other shares in issue. The net proceeds raised are intended
to be used for general working capital and future business development
and investments of the Group.

During the year ended 31 December 2016, the Company has issued
835,714,284 ordinary shares for acquiring 100% equity interest of
Millhaven Holdings Limited.

35. RA&K (&)

Hiat: (&)

o}

RIBEARKXEE ([RBBA]) BARRABPAILZ B
HEZ-—RAF_ANBZRBHH BBAR
Fi1.20/8 7T 2 {B45 - 58 #$30,000,0008% & A &
0108 TTZ A A BHARAD  REH M THIRFEN =
Z—MFERAZTAEABTARABRRBERE
ERTEEZ —REEBET -MBSETRORN
BN EEEMBETRG FAEREHA - BB
BHRBEFRERE—REEETHE-

HE-_Z—RAF+-_A=+—RHLFE AQ7F
2 7t Y BENew Praise International Limited Z 2 &B
1% 1% 8% 71764,000,000% & 8 3% ©

RIFHELEE ([RBA)EARNRR MRS
R-F-RELATHRZRBEBGZ BEAR
FR0.70/% 7T 2 {845 - 5B HE50,000,0008% & A H &
010/ TTZ RN A RHTIRLD  ZEFT R TR BN =
E-RNFLATHARBTARRKRREFRS
ERTFEE -REERT-MARETROR
ENEEEMBETROZAREA - EE
ZIERAFEREASE —REEES IRK
EBERIRARE

BE-T—AF+-A=+—"BLLFE £2QF
£ sk W B Millhaven Holdings Limited z 2 2B A% 4 3
77835,714,2841% & @k -
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NON-CONTROLLING INTERESTS 36. FERER
The details of non-wholly owned subsidiaries of the Group that BEEAEERERSZAEEIIEZEN B
have material non-controlling interests shown as below: RAZFEIBY R
Place of Proportion of
incorporation/ ownership interests
principal and voting rights held Profit/(Loss) allocated
place of by non-controlling to non-controlling Accumulated
Name of business interests interests non-controlling
Subsidiary MR LI FERERZEZ D EFIEERELR interests
MEAR AR TEEEME FIERERRIRERELH ZaF, (EE8) R EERER
2016 2015 2016 2015 2016 2015

—¥-AF -T-HF —¥-A%F -T-AF —F-AF -T 6F
HK$'000 HK$'000 HK$'000 HK$'000
FHR  TAx  FTEx  TAR

China Yuchai Hoifu Energy BVI/Hong Kong
International Limited RBRIHES /B

(“China Yuchai”)
B 568 = AR IR B R

BRRE ([HEER]) - 49% (6) () - 11,381
Beibuwan Yuchai Energy PRC/PRC
Chemical Co., Ltd. HREHE

(“Beibuwan Energy")
L EIE ERaER(IET

ARAR ([EEpEEIR]) 35% 35% (4,654) (9,291) 59,926 64,580
Hebei Panbao Zeolite PRC/PRC
Technology Ltd HEHEH

(“Hebei Panbao”)
AL EERARRERAR
(DL ZE]) 45% 45% 6,306 8,507 65,364 59,058

Individually immaterial
subsidiaries with
non-controlling interests
B FERERZ
BRI IEE RHEA A (9,049) (223) 7,281 5,283

(7,403) (1,013) 132,571 140,302
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36. NON-CONTROLLING INTERESTS (Continued) 36. 3Ei=pREz (Z)

Ssummarised financial information in respect of each of the BREBERNEERER C ANEESWE
Group's subsidiaries that has material non-controlling interests RNElZ EMFERSHINNT « A THEZ 8
are set out below. The summarised financial information below HERAEEANRARMEEN 2 &HE-

represented amounts before intragroup eliminations.

As at 31 December Wn+=—BA=+—H
Hebei Panbao China Yuchai Beibuwan Energy
e REE L 1t EREEEIR
2016 2015 2016 2015 2016 2015

B ARF —T-HF ZB-ARF —_T-HF ZB-AF _—T-HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FExT FET FExT FET FET FET

Non-current assets ERBEE 97,969 108,158 - - 49 119,416
Current assets MENE E 134,465 97,610 - 23,224 172,560 66,635
Current liabilities mE A E (76,411) (62,399) - = (1,392) (1,535)
Non-current liabilities ERBAE (10,769) (12,129) - = - =
145,254 131,240 - 23,224 171,217 184,516

Equity attributable to RAREER A
owners of the Company FEMh R 79,890 72,182 - 11,843 111,291 119,936
Non-controlling interest IR = 65,364 59,058 - 11,381 59,926 64,580
145,254 131,240 - 23,224 171,217 184,516
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36. NON-CONTROLLING INTERESTS (Continued) 36. 3Ei=pREz (£)

For the year ended 31 December BEt-A=+T—-BHLHFE

Hebei Panbao China Yuchai Beibuwan Energy
SRR hEE 5 b6 BE R
2016 2015 2016 2015 2016 2015
ZB—XFE —ET-HFE ZB-XRE —Z-0LF ZB-XRE —ZT-nF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FHET TET FHET TET FHET TET

Revenue & 105,240 133,667 - - - -
Other income =N 110 2 - - - 502
Expenses St (82,001) (114,765) (12) (12) (1,667) (18,328)
Profit/(loss) for the year FE=AM(EE) 23,349 18,904 (12) (12) (1,667) (17,826)
Other comprehensive expenses  4F & H ith 2 5z H

for the year (5,134) = - = (11,630) (8,719)
Total comprehensive FE2E

income/(expenses) Iz (X ) #58

for the year 18,215 18,904 (12) (12) (13,297) (26,545)
Profit/(loss) attributable to: FEET (BE)

Owners of the Company PN/NETEZ 2N 12,842 10,397 (6) (6) (1,084) (11,587)

Non-controlling interests R = 10,507 8,507 (6) (6) (583) (6,239)

23,349 18,904 (12) (12) (1,667) (17,826)

Total comprehensive Efh2m|

income/(expenses) Uz /() #5:

attributable to:

Owners of the Company FiN/NETEZZ SN 11,909 10,397 (6) (6) (8,643) (17,254)

Non-controlling interests IR IR 6,306 8,507 (6) (6) (4,654) (9,291)

18,215 18,904 (12) (12) (13,297) (26,545)

Dividend paid to Bt IERpiER 2

non-controlling interests % & - = - = - =
Net cash inflow from: REATEEZ

WERAFRE -

operating activities K TES 2,709 (28,205) (12) (12) (1,667) 41,877)

investing activities K"EES 2,619 (12,368) - - - -

financing activities REEE - 37,347 12 12 - -
Net cash inflow/(outflow) BeR/A/ (i) F58 5,328 (3,226) - = (1,667) (41,877)
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37. OPERATING LEASES
The Group as lessee

At the end of the reporting period, the Group had commitments
for future minimum lease payments under non-cancellable

37. EHEY
AEBE/EBEA

RBEHRE AEBARBEENEZT
A EESHARETHAY - E NI S R R &K

operating leases in respect of rented premises which fall due as e
follows:

2016 2015
—E—XHF —E—hF
HK$'000 HK$'000
FHET FAT
Within one year —FR 3,455 3,979
In the second to fifth years inclusive F_EFRF (BREEEME) 3,486 1,024
6,941 5,003

Operating lease payments represent rentals payable by the
Group for its office premises. Leases are mainly negotiated for
an average term of two years and rentals are fixed over the
relevant lease term.

The Group as Lessor
At the end of the reporting period, the Group had commitments

for future minimum lease income under non-cancellable
operating leases in respect of rented premises which fall due as

REBOFBREARERBAEDEEN
2% HOXTBRFHMFHER Ml
HAZBEEEE -

AEBERHEA
RBEHRE  AKERBEEME 2 A

EHEEELY ETIBMcARKERS
L ONE

follows:
2016 2015
—E-XFE Z—ZT—HF
HK$'000 HK$'000
FTEx T
Within one year —FR 21,110 -
In the second to fifth years inclusive F_EZEFRF (BREEEMF) 10,592 -
31,702 =

Operating lease income represent rentals receivable by the
Group for its office premises. Leases are mainly negotiated for
an average term of two years and rentals are fixed over the
relevant lease term.
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RETIREMENT BENEFITS SCHEMES

Mandatory provident scheme (the “MPF
Scheme”)

The Group has operated a pension scheme under the rules
and regulations of the Mandatory Provident Fund Schemes
Ordinance after the implementation of the Mandatory Provident
Fund Schemes Ordinance. The assets of the MPF Scheme are
held separately in an independently managed fund. The Group
has followed the minimum statutory contribution requirement
of 5% of eligible employees’ relevant aggregate income with a
cap of HK$1,500 (2015: HK$1,500) per employee per month. The
contributions are charged to profit or loss as incurred.

ACQUISITION OF SUBSIDIARIES

(a) Acquisition of a subsidiary not
constituting a business

ItRBHNEEEFEHAZEER A A

In November 2016, the Group acquired the entire equity
interestin It RBMEMESREFHEBRAA ([IERA
A1) for a consideration of RMB50,000,000 in cash and
issuance of 835,714,284 ordinary shares of the Company
from Golden Nova Holdings Limited, a company wholly-
owned by Dr. Hui Chi Ming, a Chairman and controlling
shareholder of the Company. The principal assets of 4t &
& comprises investment properties situated in the PRC.
This acquisition of a subsidiary has been accounted for as
acquisition of assets as 1t 7 & 1 principally engaged in
property holding and does not have operations as at the
acquisition date. The identifiable net assets acquired are
as follows:

38.

39.

RINERETE
BEMAREE ([BREFTE )

REHIMEABETEIEAETE  AEEE
B 1% 08 fil 14 A TE 2 5T &0 2 38 8 R IR I
BN BRKREETE - RBEEFEZEE TIH
FARBYEEESHNES AEBEETR
EREEHFRE REEBREERAAKA
S%IEH R LR AEEE TH A1,5007%
T(ZZT—ARF:1,50087T) HARELE
IR 7 18 2 HOBR ©

R E AR

(@) WiE—EKRELTLREK—
BHR5

ItRBHNEEEFESHZEER A A

RZTE—R"F+—A FxEBEU
He AR 50,000,000 & 217
835,714,284 8 AN N Bl E @k 2 KB
RABEFRERBRRFEHELT S
& ¥ 8 2 A AlGolden Nova Holdings
Limited B b R B FIE b E AR & B2
BRAR ([HERAF]) 222X
IRBNNEFEEEBEMLRFEL
BREWME -BRRBEHRBRAREIER
BEWEAR AR RABME
EREMEER - BRI B B &
EXEB -FTNERHEENFEAE
LUNE
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39. ACQUISITION OF SUBSIDIARIES (Continued)

172

(a)

(b)

39. WEEME AR (&)

Acquisition of a subsidiary not (@) WE—ENEARLETER—
constituting a business (Continued) BR5 (&)
It REAEHEHFE B EERA & (Continued) It RBAEMEFREHZEERA A
(#&)
HK$'000
FHT
Investment properties TEMSE 435,054
Bank balances and cash WRITHEENES 12,268
Trade and other payables B 5 K& H Ath T BR K (3,356)
443,966
Satisfied by: LA XA+ -
Cash consideration RERE 56,208
Issue of shares BTN 387,758
443,966
Cash outflow arising on acquisition: WHEEEZRS R
Cash consideration RERE 56,208
Bank balances and cash acquired FrgRTHEFERRS (12,268)
43,940
Acquisition of subsidiaries (b) UWEEFI B A )

Hebei Panbao Zeolite Technology Company Limited

On 11 February 2015, Guangdong Hoifu Energy Limited, a
wholly owned subsidiary of the Company, acquired 55%
of equity interest of Hebei Panbao Zeolite Technology
Company Limited. (“Hebei Panbao”), at a consideration of
RMB30,000,000 paid by 29,174,365 shares. Hebei Panbao
is @ company incorporated in Hebei and is principally
engaged in the mining and production of zeolite, which
is the main raw material for the production of lightweight
orthopedics materials, far infrared materials, large solar
energy storage materials, building materials, catalytic
materials and micro and nano materials, and related
products. The acquisition lay a solid foundation and
good operating conditions for the Group’s long-term
development of mining business.

ST BEHE AR BRA A

R-ZE—RAF-_A+—H XRA
EEMBARIERINEEFREARA
AWEAILZEE R AMRARA A
(AL E | ) 255% = KBAR
#30,000,0007T 3% i % 1729,174,365
P B 4D 32 A o A Ab B2 B 2 A B SE
R 2 RE EBRERRLEEDR
A HAR/EEEE SR EAIN
AR REU KBS REfRERERT KL - BEEHT
K EAE PR R K A1 F AR B A
mZEBREMH - WEEHELSAKE
REXBREERETREERR
R &R -
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39. ACQUISITION OF SUBSIDIARIES (Continued)
(b) Acquisition of subsidiaries (Continued)

Hebei Panbao Zeolite Technology Company Limited

(Continued)

The following table summarises the fair value of
consideration paid for the acquisition of Hebei Panbao

EF-FT—

RETZA=T—RALFE

39. WEEME AR (&)

(b) WHEKMIB LT (&)

ST BERARBBERAE (E)

TR AW E 2 MBI
REWRERABMNEEREAZERER

and the identifiable assets acquired and liabilities WEE BB 2 AF(E -
assumed at the acquisition date.
HK$'000
FAET
Fixed assets EEE 33,076
Deposit paid for acquisition of fixed assets WERBRTEEESN 2] £ 16,826
Mining right PR 48,236
Prepaid land lease SELN bz iz 7,792
Contingent consideration FARE 7,512
Inventory rEe 748
Accounts receivable JE U BR 3R 6,894
Other receivables, prepayments and deposits Ht KRR B REREZS 15,646
Bank balances (general accounts) and cash RITRETE (—REP) KRS 69
Accounts payable FEFRR K (1,759)
Other payables and accrued expenses H A ERBR AR FE AT & (2,695)
Deferred tax liability REHIBEERE (14,835)
Net assets BEFE 117,510
Non-controlling interest IR A m (52,879)
Net assets attributable to the owners RATRHEBANEGEEFE
of the Company 64,631
Satisfied by: AT 2 A -
Shares issued BTG (34,134)
Gain on bargain purchase HEBE W 30,497

During the year 2016, revenue for the year generated

R-F—NRF L BBELEZFE

from the above mentioned acquisition is approximately W 25 49 4105,240,0008 L (= Z—H
F 133,667,000/ 7T ) °

HK$105,240,000 (2015: HK$133,667,000).
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39. ACQUISITION OF SUBSIDIARIES (Continued) 39. WEBHEB AT (&)

(b) Acquisition of subsidiaries (Continued) (b) WEEKIB AR (&)
Hebei Panbao Zeolite Technology Company Limited ST BERARBEERAR (&)
(Continued)
Had the acquisition been completed on 1 January 2015, WMEER _—_E—AF—H—H=x
total group revenue for the year would have been B AEBFERFELRAROR
approximately HK$174,655,000, and loss for the year 174,655,000 7t * M F EEEFL B
would have been approximately HK$ 33,840,000. The 33,840,000/ 7t © 18 = & BHE #5558
pro forma information is for illustrative purpose only and Az T—EAMBBER-_Z—A1F
is not necessarily an indication of revenue and results — A BB ASETERERZ
of operations of the Group that actually would have Wam RIS B 21812 M EBRIER
been achieved had the acquisition been completed on 1 RELE 2 TEM -
January 2015, nor is it intended to be a projection of future
results.
Net cash inflow on the above acquisition _FALY R A FEE
HK$'000
FHT
Cash consideration paid ENBEeRE -
Less: cash and cash equivalent balance & : B WEEIR & R E RIS A B 4 &
acquired 69
69
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39. ACQUISITION OF SUBSIDIARIES (Continued) 39. WEBHEB AT (&)

(b) Acquisition of subsidiaries (Continued) (b) WEEKIB AR (&)

New Praise International Limited

On 2 July 2015, Hoifu Group Properties Investment
Limited, a wholly owned subsidiary of the Company,
acquired the entire interest of New Praise International
Limited (“New Praise”) and its subsidiaries, at
consideration of 64,000,000 shares and cash of
HK$50,000,000. New Praise is a company incorporated in
BVI and is an investment holding company with a wholly
owned subsidiary Rising Step Holdings Limited (“Rising
Step”). The principal operating subsidiaries of the acquired
group is Societe Hoteliere Tananarivienne (“Societe
Hoteliere”) 100% hold by Rising Step. Societe Hoteliere
is a property investment company, 100% owned an
integrated commercial and residential property offering
rooms for commercial and residential usage featuring
3-star hotel function. The property has total land area of
approximately 4,200 square meters with a land use right
of 99 years, of which approximately 1,834 square meters
has been used for development, and the remaining land
area of approximately 2,366 square meters, currently
used as an ancillary park, can be used for development.
The acquisition lay a solid foundation and good operating
conditions for the Group's long-term development in the
Oilfield in Madagascar.

New Praise International Limited

RZE—RAFLtAZH XARAZE
& [ff B A "]Hoifu Group Properties
Investment Limiteddg B New
Praise International Limited ([ New
Praise | ) R H [t B A 7l 2 & 5 #&
@ ' R & 564,000,0008% i 19 & IR €&
50,000,0007% 7T © New Praise & i %
BREXHESFMH L 2EZEZERA
Al %A &= &Mt B 2 RARising Step
Holdings Limited ( [Rising Step ) °
BREEE T EZEEENBELARA
FRising Step#F A & #f# = 2 Societe
Hoteliere Tananarivienne ([ Societe
Hoteliere | ) = Societe Hoteliere & ¥
ERERF 2EBBA—HEHEABE
ME REEBE=ZERBENEZRE
FMERERZ - WEZEGHERLD
A4,200F 75 K + + i 5 F HA B 994
HAEBEFER Lt EE41,834F 5
K MIRAEBRE L R M iE 7] F A &k
Z R L ETE 4 52,366F 7 K o W
BEIBANEERFE N NHEZ
BrREERETREER KR IFL

B feh -
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39. ACQUISITION OF SUBSIDIARIES (Continued) 39. WEBKMIB AT (&)

(b) Acquisition of subsidiaries (Continuead) (b) WEEKMIEB AT (£2Z)
New Praise International Limited (Continued) New Praise International
Limited (#)
The following table summarises the fair value of T A A FUEE New Praise International
consideration paid for the acquisitions of New Praise LimitedE R E 2 A FENI KRB KE
International Limited and identifiable of assets acquired AR & E R EAE A ERUKEE B B
and liabilities assumed at the acquisition date. ZRNFEE
HK$'000
T T
Fixed assets B E & E 130,000
Net assets EEFE 130,000
Non-controlling interest FEFE IR =
Net assets attributable to the owners RARIEEABLEEFE
of the Company 130,000
Satisfied by: AT AT -
Amount due to Directors EESHRIE 50,000
Shares issued BTG 80,000
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39. ACQUISITION OF SUBSIDIARIES (Continued) 39. WEBHEB AT (&)

(b) Acquisition of subsidiaries (Continued) (b) WEBHEBAR (&)

New Praise International Limited (Continued)

During the year 2016 included in the profit for the year
is approximately profit of HK$3,984,000 (2015: Loss for
the year HK$82,000). Revenue for the year generated
from the above mentioned acquisitions is approximately
HK$2,923,000 (2015: Nil).

Had the acquisition been completed on 1 January 2015,
total group revenue for the year would have been
approximately HK$171,996,000, and loss for the year
would have been approximately HK$34,374,000. The pro
forma information is for illustrative purpose 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
results.

Net cash outflow on the above acquisition

New Praise International
Limited (4)

R-ZB—RF FAFERMNRER
#)3,984,0008 T (ZE—HF:FE
JE51882,000/87T ) - Lt IBELFE
W55 492,923,000 T (Z T —HEF:
&) o

HMEKBER -_T—HAF—HF—B%x
K ASBsFERZRBEBENA
171,996,000 7t * M F EEEFL B
34,374,000/ 7T # £ B FHE 5 A
B T—ERAMKER=-Z—RF
—A—BERBAEETERERZ
Wam RIS B 21812 M EBRIER
REZE ZTEA -

LA RES H T A FRE

HK$'000

T T

Cash consideration paid BENRERE 50,000
Less: cash and cash equivalent balance & : B WEEIR & R ERIREIAE B 484

acquired -

50,000
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39. ACQUISITION OF SUBSIDIARIES (Continued) 39. WEBHEB AT (&)

(c) Disposal of subsidiaries

(c) HEMBLQHF

Tianjin Panbao International Trading Limited RKETEERXEREZBERA A
During the year ended 31 December 2016, the Group HE-_Z-—R"FT+ZA=1+—81t
disposed 100% equity interest in X2 2 & 52 K B[R &2 FE AEERBUEF=FLERSE
AR A7 (Tianjin Panbao International Trading Limited*) BEBZAEMEERRAREE S
which engaged in trading business to an independent ERAAZ2HBRIE RERARE
third party for the consideration of RMB3,000,000. The net 3,000,0007T ° % Ff1 /8 2 7] 74 & B 3
assets of the subsidiary at the date of disposal were as ZEEFERAT
follow:
Consideration received: ERRE: HK$'000
FHEx
Cash received B3RS 3,506
Analysis of assets and liabilities REEHHZEEREBZOIT:
as at the date of disposal:
Property, plant and equipment Y% BB M&E 3
Trade and other receivable B 5 Rk H b FE W AR 3K 58,414
Inventory FE 300
Bank balances and cash RITHEFERRS 60
Trade and other payables B REMEMERR (54,454)
Net assets disposed of BHECEESE 4,323
Loss on disposal of subsidiary HE—RHBAR ZEE (817)

Satisfied by: LA R AT -
Cash consideration HeRE 3,506
3,506
Net cash inflow arising on disposal: HEEECRESRAFE:
Cash consideration HeRE 3,506

Less: Bank balances and
cash disposed of

BB HERTEERES
(60)

3,446
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39. ACQUISITION OF SUBSIDIARIES (Continued)

39. WEEME AR (&)

(c) Disposal of subsidiaries (Continued) (c) HEMBLAR (&)
Karl Thomson Energy Limited B 1ERERBRA A
During the year ended 31 December 2015, the Group BHE-Z—hF+-_A=1T—HILHF
disposed 100% equity interest in Karl Thomson Energy B AEBR—EBYE=ZFHES
Limited and all its subsidiaries to an independent third ERBRERARREMENERA
party for the consideration of HK$3,000,000. The net 2 & BP I #E - KB 453,000,000/ 7T ©
assets of the subsidiary at the date of disposal were as ZHBEATRNEER e EEFEN
follow: N
consideration received: EWRE:
HK$'000
T
Cash received BURE 3,000
Analysis of assets and liabilities REEBHZEER
as the date of disposal: BEZHH:
Other receivable, prepayments A E Y AR R
and deposits ENRIERERS 4,350
Bank balances (general accounts) and cash  $R1747F (—fRERF ) kIR 277
Other payables and accrued expenses Hib SRR ERE A (6,876)
Net liabilities disposed of BEHEAEFSE (2,249)
Non-controlling interests e IR (43,573)
Cumulative exchange gain in respect of BLR R H — BB A B 2 =
the net assets of the subsidiary MmigZH B AR EEFE
reclassified from equity to HERENSEEEE Y
profit or loss on loss of control ZEHIE H s
of subsidiary 32,437
Loss on disposal of a subsidiary HE—RHEARZEE (5,887)
Net cash inflow arising on disposal: HEEAEZRESMAFE:
Cash consideration RENRE 3,000
Less: Bank balances and B EHERITEFRES
cash disposed of (277)
2,723
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40. MAJOR NON-CASH TRANSACTION

During the year ended 31 December 2016 and 2015, part of the
consideration for the purchases of subsidiaries that occurred
during the year comprised shares. Further details of the
acquisitions are set up in note 39(a) and note 39(b).

41. RELATED PARTY TRANSACTIONS
Transactions with related parties

Save for disclosed elsewhere in these consolidated financial
statements, the Group had the following transactions with
related parties:

(@  During the year, the Group received commission income
and other securities dealing income from securities
dealing of approximately HK$27,000 (2015: HK$172,000)
from close family members of two Directors, Messrs. Lam
Kwok Hing and Nam Kwok Lun.

(b) During the year, the Group received commission
income and other income from securities dealing of
approximately HK$31,038 (2015: HK$62,000) from ATNT,
in which two Directors, Messrs. Lam Kwok Hing and Nam
Kwok Lun, have controlling interests.

(c) At 31 December 2016, an executive Director, Mr. Nam
Kwok Lun, advanced approximately HK$129,605,000
(2015: HK$88,936,000) to the Group. During the year,
the Group paid finance costs of HK$4,508,000 (2015:
HK$3,896,000) to the executive Director, Mr. Nam Kwok
Lun.

(d) During the year ended 31 December 2016, the Group
made minimum lease payments under operating
leases in respect of office premises of approximately
HK$2,400,000 (2015: HK$2,300,000) to Gahood Holding
Company Limited, a company indirectly wholly-owned by
Dr. Hui Chi Ming, an executive Director of the Company.
The transaction also constitutes a continuing connected
transaction under Appendix 14A of the Listing Rules.

(e) Asat 31 December 2016, outstanding advances from a

Director, Dr. Hui Chi Ming, amounted to HK$24,033,000
(2015: HK$50,000,000).
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40. EXRFBREXRZ

41.

HE-_Z—XR"EK-_ZT—FHF+=A
—t+—BLFEE FRAELHEENBAR
ZHIREBERD EHRKBSIEZE—
15 E BT 7E39(a) R BT 7E39(D) ©

]@M

LR A MWK D FAREEIN
ZBAEALRZWT :

REAFERN AEERELFEE AN
LFEEEABELARERRAELERS
Z REERK B WA & WA K H Ah & 5
BEWAL A27,0008T(—E—1
£ :172,00056 7T ) °

RAFERN AEEREFEEB D
MR (MEESEBRELRLERE
Bfmt A LT s WA
WA K E A Y5 A #931,0388 T (= F
— A4 62,0008 7T ) °

RZEBE—XRF+_A=+—H"
MITEEERARELEAANEBRR
#7129,605,0008 T (=T — A F :
88,936,000/ 7T ) ° F A N E B R BTT
B EE R A B & 4,508,000
B (T — A : 3,896,000/ 7T) °

BE_ZT—RF+-A=+—HL*%F
B AEBERPFAEYFLERORA
ARAMTESTEHBLIRAEZER
B EERER AR NRERSL
2,400,000/ 7t ( == — F.4F : 2,300,000
PBIL) o ZTER 5 INERK £ AR Bl T 8%
1AATE N 2 FHEBER S -

R-B-—RFE+-_A=+t—8 EWK
—REEHEHBELIZAAREERR
K 724,033,0008 L (ZE— R F:
50,000,000 7T ) °



Annual Report 2016 ¢ =& — XEFR

Notes to the Consolidated Financial Statements
e HRRME

For the year ended 31 December 2016 HEZT— A "F+_A=+—HILFE

41. RELATED PARTY TRANSACTIONS 4. BEAELRE (&)
(Continuead)
Compensation of key management personnel FTEEEBE AR ZHMH
The remuneration of Directors during the year were as follows: FRESFZHEOT :
2016 2015
—E-XRE —T=T—IF
HK$'000 HK$'000
FBxT FAET
Short-term benefits 52 EAE T 7,017 6,199
Post-employment benefits RRRET 90 54
7,107 6,253
The remuneration of Directors is determined by the EEMeBmTMEESRENALTZRIR
remuneration committee having regard to the performance of LS BAEE -

individuals and market trends.

42. PRINCIPAL SUBSIDIARIES 42. TEHE LT
The following table lists the subsidiaries of the Company which, TRBVNEESRABUEASEXENEER
in the opinion of the Directors, principally affected the results or FTEFECANRISHBRAG -EERAE
assets of the Group. To give details of other subsidiaries would, REEMGHBARIZHFRESRBANIT
in the opinion of the Directors, result in particulars of excessive Ko
length.
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42. PRINCIPAL SUBSIDIARIES (Continueq)

Name
8

Karl Thomson
Financial Group Limited
REEHEEERAR

Karl-Thomson Securities
Company Limited
REEFERAR

Karl-Thomson Commodities
Company Limited
RERREEERARH

Karl Thomson
Finance Limited
BENEERAR

Karl Thomson Credit Limited
BEEMERAR

Karl Thomson Investment

Consultants Limited
BEREEMERLA

182

Country/
place of
incorporation
A
A%/ t%

British Virgin
Islands (“BVI")
RERAHE
([EBRRAHE])

Hong Kong

BE

Hong Kong
&b

Hong Kong
i

Hong Kong
B

Hong Kong
i

Principal
place of
business
TEEERY

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong kong

42. T EWB LT (&)

Issued and
fully paid
share capital
BRTR
HRRE

HK$10
1087

HK$5,000,000
5,000,000/ 7T

HK$5,000,000
5,000,000/ 7T

HK$20,000,000
20,000,0007% 70

HK$10,000
10,0007 7

HK$1,000,000
1,000,000 70

Proportion of
nominal value of
issued share capital
held by the Group
rEEEE
ERTRAAELA

2016 2015

“E-AF
%

“Z-hF

%

[Epuls BAK

100

100

100

100

100

100

100

100

100

100

100

100

Principal activities
IBER

Investment holding
RERR

Securities dealing
and broking
BHEEREL

Futures and
options broking
HERBELR

Securities margin
financing

Money lending
fBE

Broking of mutual funds
and insurance-linked
investment plans
and products

BEES RpES
REGERERER
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42. PRINCIPAL SUBSIDIARIES (Continueq) 42. TEMBELAT (&)
Proportion of
Country/ Issued and nominal value of
place of Principal fully paid issued share capital
incorporation place of share capital held by the Group
Name Rt business ERTR rEEEE Principal activities
2% AR/ % TEEERY HRRE BRTRAEELH TEER
2016 2015
ZB-xE ZZ-n%
% %

[Epuls BAK

Karl Thomson Financial Hong Kong Hong Kong HK$600,000 51 51 Corporate finance advisory
Advisory Limited Bk Bk 600,000% 7 TrEREER
RERERBARAA
Access Way Investments Limited BVI Hong Kong US$1 100 100 Holding of computer
RERIHS 0 I equipment
BREKEE
Karl Thomson Worldwide Hong Kong Hong Kong HK$10 60 60  Investment Immigration
Immigration Consultants Limited & b 1087 Consuitancy
RERABRERERAH REBRER
Karl Thomson International Hong Kong Hong Kong HK$10,000 100 100 Investment Immigration
Immigration Consultant Limited &8 Bk 10,0007 7T Consultancy
REEBRBRERERAH REVRER
Hoifu Energy International BVI Hong Kong HK$100 100 100 Trading in natural resources
Trading Company Limited RERIHS 0 10087 ARERE S

AERRAREHERAA

Hoifu Energy Holdings Limited BVI Hong Kong US$100 100 100 Investment holding

Iz RERERA RERAES &b 1005 7T RERR

Fame Achiever Holdings Limited BVI Hong Kong US$100 100 100 Investment holding

BEERARRA EBRAES 0 1007 RERR

Shiny Future Holdings Limited Hong Kong Hong Kong HK$100 100 100 Investment holding

RESEERRA &b &b 1007 7T RERR

PetroAsian Energy (Tunisia) Limited BV Hong Kong US$1,000 92 92 Qiland gas exploration

RoER (REAR)ERAR RERIHES B 1,000% 7 and production
BRRAARRRREE
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42. PRINCIPAL SUBSIDIARIES (Continueqd) 42. TEMBRT (&)

Proportion of
Country/ Issued and nominal value of
place of Principal fully paid issued share capital
incorporation place of share capital held by the Group
Name R business BETR rEERE Principal activities
£ 8%/ % TEEEHY HRRE ERTRAEELA TEEK
2016 2015
“E-RE  ZZ-1F
% %
AL Bl
China Yuchai Hoifu Energy BVI Hong Kong US$3,000,000 100 51" Investment holding
International Limited EERIHS 0 3,000,000 7 RERR
FEEFN B RERERAR
Guangdong Hoifu Petroleum Limited ~ PRC PRC RMB25,500,000 85 85 Trading in natural resources
EXRAZARERAH e i AR 25,500,007 AAERES
Beibuwan Yuchai Energy Chemical ~ PRC PRC RMB180,000,000 65 65 Trading in natural resources
Co. Ltd. i i AR 180,000,000 ARERE S
EHEERERCIERAR
Guangxi Hoifu Petroleum Limited PRC PRC RMB30,000,000 100 100 Trading in natural resources
EEAEARERAH e i ARE30,000,0007 ARERES
Hoifu Group Investment Limited BVI Hong Kong US$100 100 100 Investment holding
NEEBRABRAR RBRUES 5 100%7T REER
Madagascar Northern Petroleum BVI Madagascar US$100 100 100 Oil and gas exploration
Company Limited RERAHE SEMNAM 10057 and production
SEMAMLAREERAR BARAARRREREE
Zhen Hua Company Limited Kenya Kenya KES100,000 60 60 Minerals exploration and
REERRA BlEE ARE 1000005 BB %L production
BERRREE
Guangxi Hoifu Energy Limited PRC PRC RMB30,000,000 100 100 Trading in chemical materials
EREAEERERAH e R AR 30,000,007 tIERES
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42. PRINCIPAL SUBSIDIARIES (Continued) 42. TEMBE LT (&)
Proportion of
Country/ Issued and nominal value of
place of Principal fully paid issued share capital
incorporation place of share capital held by the Group
Name Rt business ERTR rEEEE Principal activities
2R 2%/ 4% TEEERY BERAE ERTRAEELS TEER
2016 2015
ZB-xE ZZ-n%
% %

[Epuls BAK

Karl Thomson Property Agency HK HK HK$100 100 100 Property consulting
Limited B Bk 100%7T V)
REHEREERAR
Hebei Panbao Zeolite Technology PRC PRC RMBS5,000,000 55 55 Minerals exploration and
Company Limited i i AR #55,000,0007 production
LB R AR ERAR RERFREE
Tianjin Panbao International Trading ~ PRC PRC RMB26,880,000 - 55 Trading
Limited el i AR #26,880,0007 g5
New Praise International Limited BVI Madagascar US$1 100 100 Investment holding
RBRUES SEMEm 1% REER
Rising Step Holdings Limited BVI Madagascar US$1 100 100 Investment holding
RERAHE SEMNAM I REER
Societe Hoteliere Tananarivienne Madagascar Madagascar MGA600,000,000 100 100 Property holding
SEMA 55 AT 600,000,000 NERE
SEMANMERE
FTRBENEREGEFAEERAR  PRC PRC RMB22,000,000 100 — Property investment
i i AR 22,000,000 NERE
The company directly holds the interest in Karl Thomson AR EEFEREeREEBRAAK
Financial Group Limited and Hoifu Energy Holdings Limited. I ERERIEI AR AT Z e i EaFr
All other subsidiaries shown above are indirectly held by the EEMWBRAR 2B AARR R HEEE
company. Ao
None of the subsidiaries had any debt securities outstanding at AR F E SR S F AT AR - B AR
end of the year or at any time during the year. BEEM MARBEZEEES-
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43. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

43. ATz B BARR &R

2016 2015
—E—XHF —E—hHEF
HK$'000 HK$'000
FH&T THT
Non-current assets ERBEE
Investment in subsidiaries BB AR Z&KE 89,828 89,828
89,828 89,828
Current assets RBEE
Amounts due from subsidiaries (note a)  FEMEI B A IR (Aita) 582,693 217,971
Other amounts receivable, HAth e WER R TR B KR €
prepayments and deposits - 477
Bank balances (general accounts) RITHETF (—REP) KRS
and cash 17,788 298
600,481 218,746
Current liabilities RBEE
Amount due to a subsidiary (note a) Bt — B R RKE (Hita) - 159
Other payables and accrued expenses E M FE R R IERTE A 11,696 3,647
Amount due to a Director (note b) BN —REEFIE (MiEh) 61,819 85,941
Amount due to shareholders JES R R FRIE 2,369 =
75,884 89,747
Net current assets RBEEFE 524,597 128,999
Net assets BEEFE 614,425 218,827
Capital and reserves R
Share capital &% 252,128 165,024
Reserves (note ¢) & (Mate) 362,297 53,803
Total equity T HBRE 614,425 218,827

The Company'’s statement of financial position was approved
and authorised for issue by the Board of Directors on 30 March

2017 and are signed on its behalf by:

Dr. Hui Chi Ming, G.B.s., J.P.
FrE¥ETeBs., IP
DIRECTOR
=

186

=0

Dr. Chui Say Hoe
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DIRECTOR
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43. STATEMENT OF FINANCIAL POSITION OF 43.

THE COMPANY (Continued)

Notes:

(@) The amounts due from/(to) subsidiaries are unsecured, interest-free, and
recoverable/(repayable) on demand.

(b) The amount due to a Director is unsecured, interest bearing at Hong Kong
Prime Rate quoted by Wing Hang Bank Limited (2015: Hong Kong Prime
Rate quoted by Wing Hang Bank Limited) per annum and are repayable on
demand.

(©) Movement in reserves

KRB 2 BHBMRREK (F

Biat

@ S () HBRRFIRAEER 28 RRE
ki, (E38) -

b) EN—RBERFRALSBEM EOKFRITABRE

BREEFNR (ZT—AF  XFRITABELR
BEANEK) GFFERNEBLEEE -

© HEED

Capital Share
Share Contributed redemption repurchase Accumulated
premium surplus reserve reserve losses Total
17 % & BREG EXEEHEE ROBERE Rt B =E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHETT FHET FHT
At 1 January 2015 R-_ZT—h&E—A—H 240,795 372,031 2,399 (8,807) (52,650) 553,768
Loss and comprehensive  FEBEREE X
expenses for the year - - - - (633,383) (633,383)
Share issued BEITRM 66,899 - - - - 66,899
Share repurchase and %17 B8 2] R st 4
cancelled (15,888) = 1,721 8,807 (1,721) (7,081)
Acquisition of subsidiaries U &t BB 2 7 73,600 - - - - 73,600
At 31 December 2015 R-ZFT—H%+=H
and at 1 January 2016 =t+—HER
—T-R"F—A—H 365,406 372,031 4,120 = (687,754) 53,803
Loss and comprehensive  FEBEEEE S H
expenses for the year - - - - (17,185) (17,185)
Share issued BRITRO 30,000 - - - - 30,000
Share repurchase and % 17 8% ] R+ 44
cancelled (6,859) = 1,467 = (1,467) (6,859)
Acquisition of subsidiaries Ui b & A &
not constitute business WAERK—BRS 302,538 - - - - 302,538
At 31 December 2016 RZZE—~"E+=A
=+—H 691,085 372,031 5,587 = (706,406) 362,297
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Year ended 31 December
BE+t=—A=t—BLEE

2012 2013 2014 2015 2016
—E--F —F—=F —E-DOF —_FT-HF —B-XF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T F&EIT FH&T FH&IT FET
RESULTS E4
Revenue U 2§ 18,974 562,886 313,127 171,996 136,569
Profit/(loss) before taxation B & Al
A (EE) (21,777) (22,268) (39,474) (28,591) 10,527
Taxation credit TRIgHE % - 300 721 (5,783) (7,382)
Profit/(loss) for the year FE®A,/ (BE) (21,777) (21,968) (38,753) (34,374) 3,145
Attributable to: FEAh
Owners of the Company ~ ARQ&H#HA A (21,265) (21,471) (37,756) (36,480) (4,621)
Non-controlling interests ~ FE#ERRAE 25 (512) (497) (997) 2,106 7,766
(21,777) (21,968) (38,753) (34,374) 3,145
Loss per share BREE
— Basic — &R HK$(0.0281) HK$(0.0147) HK$(0.0249) HK$(0.0225) HK$(0.0026)
(0.028M)B T (0.0147)7 7T (0.0249)% 7T (0.0225)7% 7T (0.0026)7% 5T
- Diluted D N/A N/A N/A N/A N/A
A3 A i@ A TiEA 38 A TEA
As at 31 December
R+t=—A=+—8
2012 2013 2014 2015 2016
—E——F ZZT—=F ZZT—NWNF —T—HF ZB—KRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FHETT F& T FH& T FET
ASSETS AND LIABILITIES EERE& &
Total assets BEMAE 398,153 453,562 584,023 892,438 1,350,270
Total liabilities afE8E (179,112) (190,742) (218,875) (372,032)  (445,863)
219,041 262,820 365,148 520,406 904,407
Equity attributable to PiNNETEZ =N
owners of the Company JE(LRE = 261,971 290,912 320,285 380,104 771,836
Non-controlling interests  FF#ERRAE %5 (42,930) (28,092) 44,863 140,302 132,571
Total equity S AAEE 219,041 262,820 365,148 520,406 904,407
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