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Characteristics of the Growth Enterprise Market (“GEM”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment
risk may be attached than other companies listed on the Stock Exchange. Prospective investors should
be aware of the potential risks of investing in such companies and should make the decision to invest
only after due and careful consideration. The greater risk profile and other characteristics of GEM mean
that it is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board of the Stock
Exchange and no assurance is given that there will be a liquid market in the securities traded on GEM.

The Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this report.

This report, for which the directors (the “Directors”) of Polyard Petroleum International Group Limited (the
“Company”) collectively and individually accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on the Growth Enterprise Market of the Stock Exchange (the “GEM
Listing Rules”) for the purpose of giving information with regard to the Company. The Directors, having made
all reasonable enquires, confirm that, to the best of their knowledge and belief: (1) the information contained in
this report is accurate and complete in all material respects and not misleading; (2) there are no other matters
the omission of which would make any statement in this report misleading; and (3) all opinions expressed in this
report have been arrived at after due and careful consideration and are founded on bases and assumptions that
are fair and reasonable.
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Chairman’s Statement

ERE®E

Polyard Petroleum International Group Limited B HAMEKRERERA T

| would like to present to the shareholders the annual
report of Polyard Petroleum International Group Limited
and its subsidiaries (collectively, the “Group”) for the
year ended 31 December 2013.

2013 was a year of global economic uncertainty.
The quantitative easing policy continued to increase
the financial market volatility. Oil and gas industry
is constantly changing. Increasing uncertain energy
policies, geopolitical complexities, emergence of
alternative energies and climate change all present
significant challenges to the sector. As a result, the
Group was very cautious in its project development
and is adjusting itself from time to time to meet the
challenges. However, the Board believes that the
Company being a small cap company possesses the
competitive edge in flexibility and lower operating costs
which will drive the ultimate success in its exploration
and development of the energy assets.

During 2013, the oil and gas project in South Cebu had
been making progress and invited tenders for drilling
of two wells. Contractors conducted field studies, filed
evaluation reports and submitted bidding documents,
and two potential candidates entered the final stage
of bidding. The tender was closed recently and the
result of the tender will be announced shortly. Site
construction, equipment and personnel mobilization and
other drilling preparations will commence soon after the
award of the tender. Along the process of drilling of two
wells, data will be logged to evaluate the parameters
for determining oil and gas finds, if any, and their
commercial viability.

Should the above drilling follow its intended schedule,
the rig sourced for the Cebu project is expected to be
mobilized to the gas project in Central Luzon to drill one
exploration well in late 2014
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Chairman’s Statement
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During the year, the Company was trying to activate the
Block M project under suspension in Brunei. On 15 July
2013, legal counsel of the project’s operator issued a
formal notice to the Government of Brunei stating that
the investors would invite Brunei to explore resolution
through consultation and negotiation, and the investors
reserve the right to refer the dispute to international
arbitration. On report date, the Company is still hoping
to resolve the matter through amicable measures.

During 2013, the San Miguel coal mine project made
little progress. The Company is still working closely with
Philippines authorities (including Department of Energy
and Department of Environment and Natural Resources)
to resolve the tree-cutting licensing deadlock which had
held this project from thriving.

In the meantime, the Group will continue to seek
business opportunities and take any appropriate
action as necessary which will benefit the Group. The
Group will take possible opportunities in the financial
markets to raise funds to facilitate the current business
operations of the Group and to improve the working
capital requirements. In light of meeting the capital
requirements for operating the above-described
projects, the Company consistently approaches
investors who appreciate the Company’s potentials and
the Board’s philosophy in investment, management and
operations. During the year, Beijing Enterprises Energy
Development (Holdings) Company Limited expressed
a strong desire to seek collaboration with the Group
and entered into a memorandum of understanding to
subscribe shares of the Company. Completion of the
transaction is pending certain conditions and the parties
are yet to finalize the terms of a formal agreement
on report date. While funds are being sought from
the financial market, the Company continues to be
financially supported by the substantial shareholder.
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Chairman’s Statement
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Polyard Petroleum International Group Limited B HAMEKRERERA T

While the energy market may continue to be volatile
and the crude oil prices may face a downward trend
into 2014 according to some analysts, the oil and gas
demand is expected to grow in the world economy,
especially the developing countries in Asia. Therefore,
the Group will continue to expand its asset base through
possible acquisition of quality projects in production
should suitable investment opportunities arise.

Lastly, | sincerely express my gratitude to our Board
members for their contribution, to our shareholders for
their support, and to our management and staff for their
tireless efforts.

For and on behalf of the Board
Kuai Wei
Chairman

Hong Kong, 26 March 2014
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Management Discussion and Analysis
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Financial Review

For the year ended 31 December 2013, the Group
did not generate any turnover, as compared with
approximately 462,000 in 2012. The Group recorded
a loss attributable to owners of the Company of
approximately HK$40,104,000 in 2013 (2012:
approximately HK$61,342,000).

The current year loss includes (1) an impairment loss on
the Coal Mine Project in the Philippines of approximately
HK$16,849,000; (2) an impairment loss of approximately
HK$11,064,000 on Oil and Gas Project in South
Cebu, Philippines; and (3) a gain on derecognition of
convertible bonds of approximately HK$11,020,000.

Administrative and other operating expenses for
the year ended 31 December 2013 amounted to
approximately HK$16,392,000, representing a decrease
of approximately HK$6,044,000 or 27%, as comparing
with last year. The decrease was mainly attributable to
reduction in business development activities, employee
costs and overseas traveling expenses.

Finance costs for the year ended 31 December 2013
amounted to approximately HK$16,793,000 (2012:
approximately HK$14,460,000). The increase in interest
costs was mainly resulted from the increase in effective
interest of the convertible bonds in the amount of
HK$120,000,000 and issuance of a HK$16,000,000
convertible bonds on 19 November 2012 to provide for
general working capital to the Group.
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Management Discussion and Analysis
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Polyard Petroleum International Group Limited B HAMEKRERERA T

Liquidity, Financial Resources, Capital and
Gearing

As at 31 December 2013, the Group had net assets
amounted to approximately HK$1,244.1 million (2012:
approximately HK$1,290.8 million) and net current
liabilities amounted to approximately HK$17.0 million
(2012: approximately HK$16.2 million). The current ratio
was 52% (2012: 53%). The gearing ratio of the Group
based on the net debt to the shareholders’ equity was
18% (2012: 15%).

Operations of the Group are mainly conducted in
Renminbi (“RMB”), Hong Kong Dollars (“HKD”), United
States Dollars (“USD”) and Philippine Pesos (“PHP”)
and its revenue, expenses, assets and liabilities and
borrowings are principally denominated in RMB, HKD,
USD and PHP, which do not pose significant foreign
currency risk at present.

Employee Information

The Group had a total number of staff of 35 (2012: 43).
Remuneration packages are reviewed on a periodical
basis. Bonus is awarded to employees according to the
assessment of individual performance. Staff cost was
approximately HK$9.0 million for the year as compared
with that of approximately HK$10.1 million in 2012.
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Management Discussion and Analysis
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Business Review and Prospects
Professional Services

During 2013, the Company generated no turnover from
provision of professional services.

Brunei Block M Oil and Gas Project

Notwithstanding a full 2012 work program framed
around the remaining work commitments under the
exploration phase to drill 3 additional wells was
planned, exploration phase of the project expired on
27 August 2012. The Consortium submitted requests
to Brunei National Petroleum Company Sendirian
Berhad (“Petroleum Brunei”) before expiration for
extension of time to complete the remaining work
commitments but was informed by Petroleum Brunei on
24 August 2012 that the exploration period would not
be extended. On 28 August 2012, Petroleum Brunei
demanded a compensation of US$16.35 million from the
Consortium, based on unfulfilled drilling commitments
arising from dispute about extension. On the same day,
the Consortium submitted an appeal to the Ministry
of Energy of Brunei on the rejection of request for
extension of term of the project.

In these respects, the Consortium has sought legal
opinion on the appropriate action to be taken, including
taking legal action and seeking compensation from
relevant parties. The Board has considered the impact
of disapproval of extension and compensation on the
Group. The Board is of opinion that the Consortium
has reasonable grounds to raise fair claims against the
refusal to grant extension of exploration period and the
compensation clause is unenforceable with reference to
legal opinion sought by the Consortium.
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Polyard Petroleum International Group Limited B HAMEKRERERA T

On 15 July 2013, legal counsel of the Project’s operator
issued a formal notice to the Government of Brunei
Darussalam stating that the investors would invite
Brunei to explore resolution through consultation and
negotiation, and the investors reserve the right to refer
the dispute to international arbitration. As the result of
the process could not be determined up to the date of
this report, the Board has not taken into account any
financial impacts that might have been arisen.

Philippines Central Luzon Gas Project

The project’s original 2012 work program was for re-
entry work at the Victoria-3 well and drilling a new well.
However, the re-entry activity and the drilling a new well
were delayed due to rig availability. In 2012, project
management gave up the re-entry work and, instead,
conducted a further support study for a new drilling plan.
The support study, and new well design has continued
into 2013. As a result of the above-described delay,
applications for extensions of the current exploration
sub-phase to 28 February 2014 was granted by
Philippines Department of Energy. The project has
applied for another extension which is pending the
approval from Department of Energy.

Philippines San Miguel Coal Mine Project

The project has progressed into the development phase.
Construction of the phase-2 road, which will extend the
vehicle-assessable road into the initial mining area,
began in the second quarter 2011 but was suspended
pending receipt of clearance from governmental
agencies overseeing environmental protection.
Construction can only be resumed upon the grant of tree
cutting permit.
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Philippines South Cebu Oil and Gas Project

This project is situated in the Cebu lIsland, central
Philippines. During 2012, a field office has been
established in Alegria, Cebu, to carry out the work
program of drilling two new wells, followed by long term
testing plan and post-drilling study. However, the drilling
program was delayed due to rig availability and funding
requirement. Project management decided to finish the
preparation work for drilling program in the first half of
2013, and to defer the two-well drilling operation. As
a result of the delay, application for a twelve-month
extension of the current exploration sub-phase to 30
June 2014 was submitted and has been granted by
Philippines Department of Energy.

In 2013, the project invited tenders for drilling of two
wells in Cebu. Two contestants that entered the final
stage of the bidding respectively conducted a field
study, filed evaluation reports and submitted bidding
documents stating clearly required business and
technical terms. The tender has been closed recently
and the result will be announced as soon as practicable.
The site construction will commence thereafter. After the
first two vertical wells are completed, the Company will
further evaluate and study the parameters obtained for
developing the following directional or horizontal wells’
drilling.
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Polyard Petroleum International Group Limited & HAMBEREEER AR

Summary of Expenditure Incurred for Projects REEEELEZHEIHE
A summary of expenditure incurred for the above REFEL FBERHE-_S—=F+-_A=+—H1
projects by the Group for the year ended 31 December FEEECRAIHMENT :

2013 is as follows:

HK$°000 HK$'000
BYTT  BETT

Brunei Block M Oil and Gas Project M (@ 38l R IE B — 2,168
Philippines Central Luzon Gas Project FEREFERRKARIER 797 2,518
Philippines San Miguel Coal Mine Project JE{2HE San Miguel FHEE B 684 1,312
Philippines South Cebu Oil and Gas Project SEEEREBMRIER 3,700 3,787
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Introduction

The Company had applied the principles and complied
with the code provisions and recommended best
practices set out in Appendix 15 of the GEM Listing
Rules throughout the year ended 31 December 2013,
except for certain deviations specified hereinunder,
by establishing formal and transparent procedures to
protect and maximize the interests of shareholders.

Code of Conduct Regarding Securities
Transactions by Directors

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings set
out in Rules 5.48 to 5.67 of the GEM Listing Rules.
Upon the Company’s specific enquiry, all Directors
confirmed that they have fully complied with the code of
conduct and the required standard of dealings regarding
securities transactions throughout the year ended 31
December 2013.

Board of Directors

The Board, which comprises 6 Directors, is responsible
for the Group’s corporate policy formulation, business
strategy planning, business development, risk
management, major acquisitions, disposals and
capital transactions, and other significant operational
and financial matters. Details of the Chairman and
the other Directors of the Group are set out in the
section “Biographical Details of Directors and Senior
Management” of this report. All Directors have given
sufficient time and attention to the affairs of the Group.
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The Company complies with Rules 5.05(1) and (2) of
the GEM Listing Rules, and has three independent
non-executive Directors and at least one of whom has
appropriate professional qualifications or accounting
or related financial management expertise, except
when Ms. Wang Ai-Chin was not re-elected as
independent non-executive Director in the EGM on
28 December 2013, the number of independent non-
executive Directors and the number of members of
Audit Committee decreased below the minimum number
as required by the Rules 5.05(1) and 5.28 of the GEM
Listing Rules. The deviation was rectified when Mr.
Pan Wen-Cheng was appointed as an independent
non-executive Director and a member of the Audit
Committee on 10 January 2014 within the prescribed
period in compliance with the Rules 5.06 and 5.33 of the
GEM Listing Rules.

During the year, the Board adopted a board diversity
policy setting out the approach to diversity of members
of the Board. The Company recognizes and embraces
the benefits of diversity of Board members. It endeavors
to ensure that the Board has a balance of skills,
experience and diversity of perspectives appropriate to
the requirements of the Company’s business. All Board
appointments will continue to be made on a merit basis
with due regard for the benefits of diversity of the Board
members. Selection of candidates will be based on a
range of diversity perspectives, including but not limited
to gender, age, cultural and educational background,
experience (professional or otherwise), skills and
knowledge. The ultimate decision will be made upon the
merits and contribution that the selected candidates will
bring to the Board.
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Board Meetings

The Board regularly meets in person or through other
means of electronic communication at least four times a
year. At least 14 days’ notice of regular Board meetings
is given to all Directors, who are all given an opportunity
to include matters in the agenda for discussion. The
Company Secretary assists the Directors in preparing
the agenda for the meetings, and ensures that all
applicable rules and regulations regarding the meetings
are observed.

The attendance records of the individual Directors at
the regular Board meetings during the year are set out
below:

Executive Directors:
Mr. KUAI Wei

Mr. LAl Chun Liang
Mr. LIN Zhang

Independent Non-executive Directors:
Mr. PAI Hsi-Ping
Mr. WANG Yanhui
(resigned on 6 September 2013)
Mr. WONG Kon Man Jason
(resigned on 18 October 2013)
Ms. XIE Qun
(appointed on 6 September 2013)
Ms. WANG Ai-Chin
(appointed on 18 October 2013 and
resigned on 28 December 2013)
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During regular meetings of the Board, the Directors
discuss and formulate the overall strategies of the
Group, monitor financial performances and discuss
the annual and interim and quarterly results, as well
as discuss and decide on other significant matters.
Execution of daily operational matters is delegated to
management. Apart from the regular Board meetings,
the Board meets on other occasions when a Board level
decision on a particular matter is required.

The Company Secretary records the proceedings of
each Board meeting by keeping detailed minutes,
including all decisions by the Board together with
concerns raised and dissenting views expressed (if any).
Drafts of Board minutes are circulated to all Directors
for comment and approval as soon as practicable after
the meeting. All minutes are open for inspection at any
reasonable time on request by any Director.

All Directors have access to relevant and timely
information at all times as the Chairman ensures that
management will supply the Board and its committees
with all relevant information in a timely manner.
They may make further enquiries if in their opinion
it is necessary or appropriate to request for further
information. They also have unrestricted access to the
advice and services of the Company Secretary, who
is responsible to the Board for providing Directors with
Board papers and related materials, and ensuring that
all proper Board procedures are followed and that all
applicable laws and regulations are complied with. If
considered to be necessary and appropriate by the
Directors, they may retain independent professional
advisors at the Group’s expense.

In case where a conflict of interest may arise involving
a substantial shareholder or a Director, such matter will
be discussed through an actual meeting and will not
be dealt with by written resolutions. Independent non-
executive Directors with no conflict of interest will be
present at meetings dealing with such conflict issues.
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The Board committees, including the Audit Committee,
the Nomination Committee and the Remuneration
Committee, have all adopted the applicable practices
and procedures used in Board meetings for all
committee meetings.

Chairman and Chief Executive Officer

The Chairman of the Group is Mr. Kuai Wei and the
Chief Executive Officer of the Group is Mr. Lai Chun
Liang. The roles of Chairman and Chief Executive
Officer are segregated and not performed by the same
individual to ensure segregation of duties.

The Chairman of the Group is primarily responsible for
the leadership and effective running of the Board, in
formulating the overall strategies of the Group, whereas
the Chief Executive Officer is primarily responsible for
the running of the Group’s business and implementation
of the Group’s strategies in achieving the overall
commercial objectives.

Non-Executive Directors

Code Provision A.4.1 provides that non-executive
Directors should be appointed for a specific term
and subject to re-election. The Company issues
appointment letters to each of the independent non-
executive Directors setting out the terms and conditions
of their appointment. The Company’s independent non-
executive Directors are required by the Company’s
Articles of Association to retire from office by rotation
at the Company’s annual general meeting. A retiring
Director shall be eligible for re-election.

The Company has received from each of independent
non-executive Directors an annual confirmation of
his independence, and the Company considers such
Directors to be independent in accordance with the
guidelines set out in Rule 5.09 of the GEM Listing
Rules.
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Remuneration Committee

The Remuneration Committee was established in
2005. The Remuneration Committee comprises three
members, namely Mr. Lai Chun Liang, an executive
Director, and Ms. Xie Qun and Mr. Pai Hsi-Ping, both
independent non-executive Directors. Mr. Pai Hsi-Ping
was appointed as the Chairman of the Committee.

The role and function of the Remuneration Committee
include making recommendations to the Board on the
remuneration packages of all executive Directors and
senior management, including benefits in kind, pension
rights and compensation payments, including any
compensation payable for loss or termination of their
office or appointment, and making recommendations
to the Board of the remuneration of non-executive
Directors. The Remuneration Committee should consider
factors such as salaries paid by comparable companies,
time commitment and responsibilities of the Directors,
employment conditions elsewhere in the Group and
desirability of performance-based remuneration.

Upon the recommendation of Remuneration Committee,
the Board has considered and reviewed the existing
terms of employment contracts of the executive
Directors and considers that the existing terms of
employment contracts of the executive Directors are
fair and reasonable. Details of the attendance of the
meetings of the Remuneration Committee during 2013
are as follows:

Mr. PAI Hsi-Ping
Mr. WANG Yanhui

(resigned on 6 September 2013)
Ms. XIE Qun

(appointed on 6 September 2013)
Mr. LAl Chun Liang
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Nomination Committee

The Nomination Committee was established by the
Board on 27 March 2012. The Nomination Committee
comprises three members, namely Mr. Lin Zhang,
an executive Director, Mr. Pai Hsi-Ping and Ms. Xie
Qun, both independent non-executive Directors.
Ms. Xie Qun was appointed as the Chairman of the
Committee.

The duties of the Nomination Committee include
reviewing the structure, size and composition (including
skills, knowledge and experience) of the Board and
making recommendations on any proposed change
to the Board to complement the Company’s corporate
strategy, identifying individuals suitably qualified to
become Board members and making recommendations
to the Board on selection of individuals nominated
for directorships, assessing the independence of
independent non-executive Directors, and making
recommendations to the Board on the appointment or
re-appointment of Directors and succession planning
for Directors, in particular the Chairman and the
chief executive. In carrying out the responsibility for
identifying suitably qualified candidates to become
members of the Board, the Committee will give adequate
consideration to the board diversity policy.

Details of the attendance of the meetings of the
Nomination Committee during 2013 are as follows:

Mr. WANG Yanhui

(resigned on 6 September 2013)
Ms. XIE Qun

(appointed on 6 September 2013)
Mr. PAI Hsi-Ping
Mr. LIN Zhang
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Audit Committee

The Company has established the Audit Committee with
written terms of reference in compliance with Rules 5.28
and 5.33 of the GEM Listing Rules. The primary duties
of the Audit Committee include reviewing the Company’s
annual report, half-year report and quarterly financial
reports and providing advice and comments thereon
to the Board. The Audit Committee is also responsible
for reviewing and supervising the Company’s financial
reporting process and internal control procedures. It is
also responsible for making recommendations to the
Board on the appointment, re-appointment and removal
of external auditor, approving the remuneration and
terms of engagement of the external auditor, reviewing
and monitoring the external auditor’s independence and
objectivity, and meeting the external auditors at least
twice a year regarding the review of the financial reports
and accounts.

The Audit Committee comprises three independent non-
executive Directors, namely Mr. Pai Hsi-Ping, Ms. Xie
Qun and Mr. Pan Wen-Cheng. Mr. Pan Wen-Cheng is
the Chairman of the Audit Committee.

As Ms. Wang Ai-Chin was not re-elected as independent
non-executive Director of the Company in the EGM
on 28 December 2013, the Company had only two
independent non-executive Directors, namely Mr.
Pai Hsi-Ping and Ms. Xie Qun and did not meet the
requirements under Rules 5.05(1) and 5.05(2) of the
GEM Listing Rules, and the Audit Committee also had
two members only and did not meet the requirements
under Rule 5.28 of the GEM Listing Rules. The deviation
was rectified on 10 January 2014, when the Board
appointed Mr. Pan Wen-Cheng as an independent non-
executive Director and a member of the Audit Committee
in accordance with the requirements under Rules 5.06
and 5.33 of the GEM Listing Rules.
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The Group’s unaudited quarterly and interim results and
audited annual results for the year ended 31 December
2013 have been reviewed by the Audit Committee,
which was of the opinion that the preparation of
such results complied with the applicable accounting
standards, the Stock Exchange and legal requirements,
and that adequate disclosure have been made.

The Audit Committee held 4 meetings during the year
under review. Details of the attendance of the Audit
Committee meetings are as follows:

Mr. WONG Kon Man Jason
(resigned on 18 October 2013)
Mr. WANG Yanhui
(resigned on 6 September 2013)
Mr. PAI Hsi-Ping
Ms. XIE Qun
(appointed on 6 September 2013)
Ms. WANG Ai-Chin
(appointed on 18 October 2013 and
resigned on 28 December 2013)

Auditors’ Remuneration

The Company has appointed Pan-China (H.K.) CPA
Limited as the auditors of the Group. The Board is
authorised in the annual general meeting to determine
the remuneration of the auditors.
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During the year ended 31 December 2013, a summary REE-_ZE—=F+_A=+—HILEE  KAA7A
of the total fee paid/payable in respect of audit and SNEERZ MR R T M IEEZ R Z B FE M
non-audit services provided by the Company’s external SRTRBENT ¢

auditors is set out below:

HK$’000 HK$’000
BT B FT
Types of services PR iE LR
Audit services BEZRG 438 438
Non-audit services IEEZIRTE = —
Total BT 438 438
Directors’ and Auditors’ Responsibilities for ESRBEMRUBHRRZEE
Financial Statements
The Directors acknowledge their responsibility for EERAHEUFERAEENBREZEE - NGRS
preparing the financial statements of the Group. WBMECBEFR RRARICRAESBAGHE
In preparing the financial statements, the general A HEMERES ST BE  (FHEBREER
accepted accounting standards in Hong Kong have Z FIE RAGE o SNERZ BN 2 B EER A FRE 41
been adopted, appropriate accounting policies have F A5 ERARRIRR 2 B AZE A HR S -

been used and applied consistently, and reasonable and
prudent judgments and estimates have been made. The
responsibilities of the external auditors are set out in the
Independent Auditors’ Report to the shareholders of the
Company on pages 41 to 45 of this annual report.
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Directors’ Training

All Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has arranged in-
house trainings for Directors in the form of seminar and
provision of training materials. A summary of training
received by Directors during the year according to the
records provided by the Directors is as follows:
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Training on corporate
governance, regulatory
development and

other relevant topics

TEER EERER

H fth 48 B8 E AL
Executive Directors: HITES
Mr. KUAI Wei BELE v/
Mr. LAl Chun Liang Ri&RSEHE v/
Mr. LIN Zhang MBS & v
Independent Non-executive Directors: BYKHITES:
Mr. WANG Yanhui TR A v/
Mr. PAI Hsi-Ping BHEREEE v
Mr. WONG Kon Man Jason EHEE v
Ms. XIE Qun Eifz 3o v/
Ms. WANG Ai-Chin FEEa+ v/

Company Secretary

The Company Secretary is a full time employee of
the Company and has day-to-day knowledge of the
Company’s affairs. The Company Secretary reports to
the Chairman and is responsible for advising the Board
on governance matters. For the year under review, the
Company Secretary has confirmed that he has taken no
less than 15 hours of relevant professional training.
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Shareholders’ Rights

Convening Extraordinary General Meeting and
Putting Forward Proposals at Shareholders’
Meetings

Pursuant to Article 58 of the Articles of Association of
the Company, any one or more shareholders, holding,
at the date of deposit of the requisition, not less than
one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company,
shall at all times have the right, by written requisition to
the Board or the Secretary of the Company, to require
an extraordinary general meeting to be called by the
Board for the transaction of any business specified in
such requisition; and such meeting shall be held within
two (2) months after the deposit of such requisition.
If within twenty one (21) days of such deposit the
Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the
same manner, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures for Shareholders to Propose a Person
for Election as a Director of the Company

If a shareholder wishes to propose a person (the
“Candidate”) for election as a director of the Company
at a general meeting, he/she shall deposit a written
notice (the “Notice”) at the Company’s head office. The
Notice (i) must include the personal information of the
Candidate as required by Rule 17.50(2) of the GEM
Listing Rules; and (ii) must be signed by the shareholder
concerned and signed by the Candidate indicating his/
her willingness to be elected and consent of publication
of his/her personal information. The period for lodgment
of the Notice shall commence on the day after the
despatch of the notice of general meeting and end no
later than seven (7) clear days prior to the date of such
general meeting.
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Enquiries to the Board

Enquiries may be put to the Board through the
Company’s Investor Relations Department at Room
2602, China Merchants Tower, 200 Connaught Road
Central, Hong Kong (email: info-hk @ ppig.com.hk).

Communication with Shareholders

The Board and senior management maintain a
continuing dialogue with the Company’s shareholders
and investors through various channels including the
Company’s annual general meeting. The Chairman,
other members of the Board and external auditors
attend the annual general meeting. The Directors will
answer questions raised by the shareholders on the
performance of the Group. Our corporate website which
contains corporate information, quarterly and annual
reports, announcements and circulars issued by the
Group as well as the recent developments of the Group
enables the Company’s shareholders to have a timely
and updated information of the Group. Shareholders
can refer to the “Shareholders’ Communication Policy”
posted on the Company’s website for more details.

Constitutional Documents

During 2012, the Directors proposed to the shareholders
adoption of new Memorandum and Articles of
Association of the Company, which was approved
by way of passing special resolutions proposed at
an Extraordinary General Meeting, to adopt the new
Memorandum and Articles of Association in order to
bring the constitution of the Company in line with the
amendments to the GEM Listing Rules that came into
effect on 1 January 2012 and 1 April 2012.
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Internal Control P & B 2

The Board conducts reviews of the Company’s system of EESTHEES AR APELEHE  BIRNIPEE
internal control periodically to ensure the effectiveness HERBUETD - RATIEHBRERE  Smi
and adequacy of the internal control system. The 7% HERERE IR o

Company convenes meetings periodically to discuss
financial, operational and risk management controls.
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Biographical Details of Directors and Senior Management
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Executive Directors

Mr. Kuai Wei, aged 52, is the Chairman and executive
Director of the Company. Mr. Kuai holds a master
degree in business administration from the University
of South Australia and has over 20 years of experience
in banking, electrical transmission and transformation
equipment and satellite broadcasting. Mr. Kuai had been
involved as a senior management member for strategic
planning, business development, operation and overall
management of various companies. He joined the Group
in July 2007.

Mr. Lai Chun Liang, aged 49, joined Polyard Petroleum
International Co., Ltd., a wholly-owned subsidiary of
the Company as an Executive Vice President in 2003.
He was appointed as the Chief Operating Officer of the
Group in September 2009, the Chief Executive Officer
in June 2010, and an executive Director in May 2012.
He holds a bachelor degree in electronic engineering
from the Feng Chia University, Taiwan. Prior to joining
the Group, he had over 10 years of experience in
the development of angiocarpy monitoring instrument
and research on GPS and navigation system. He
has over 16 years of experience in the operation and
management of companies.

Mr. Lin Zhang, aged 32, holds a bachelor degree in
economics from the Tianjin University of Commerce.
Prior to joining the Company in November 2007, Mr. Lin
worked in the Indonesia branch of Chinaoil USA (Macao)
Company Limited for two years and was responsible
for the petroleum exploitation, development and related
trading business.
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Independent Non-Executive Directors

Mr. Pai Hsi-Ping, aged 56, holds a bachelor degree
in international trade from the National Chen-Chi
University, Taiwan. He has over 21 years of working
experience in management and is currently the Chief
Executive Officer of a consultancy company in Taiwan.
Besides, he previously held directorship and other major
appointment in three listed public companies in Taiwan.
He is currently the Director of Taiyen Biotech Company
Limited. In addition, he was the Director of Formosa
Plastics Corporation during the period from June 2006
to March 2008 and the Chairperson of Far East Air
Transport Corporation for the period from April 2008 to
May 2008. Mr. Pai was appointed as an independent
non-executive Director of the Company in July 2009.

Ms. Xie Qun, aged 49, holds a Ph.D. Degree in English
Language of The Chinese University of Hong Kong
and a Master of Arts Degree and a Bachelor of Arts
Degree in English Language of Central China Normal
University. She has over 25 years of experience in the
profession of education. While devoting herself to the
fields of higher education research, foreign literature
studies and enterprise culture research, Ms. Xie
participated and completed one national social science
fund project and one national publishing fund project.
She was responsible for many research programs at
provincial level as well as other academic projects, and
published more than 10 academic books and textbooks
and released over 20 research papers in literature on
major local and international journals. She is currently
the Dean and Professor in School of Foreign Languages
of Zhongnan University of Economics and Law. Ms. Xie
was appointed as independent non-executive Director of
the Company in September 2013.
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Mr. Pan Wen-Cheng, aged 65, holds a Bachelor Degree
of Commerce (Department of Accounting, School of
Business) from the Feng Chia University. He has over
30 years of experience in the profession of accounting,
management, education and media. Currently Mr.
Pan is the lecturer and university archives consultant
of the Department of Transportation Technology and
Management of Feng Chia University. He had been the
Deputy General Manager of Sino International Business
Corporation Ltd., General Secretary of Taichung City
General Accounting Association and Editor of Taiwan
Daily News. He was also appointed as the Independent
Supervisor of Yeou Yih Steel Co., Ltd., a Taiwan OTC
listed company between 2004 and 2012. Mr. Pan was
appointed as independent non-executive Director of the
Company in January 2014.

Senior Management

Mr. Vladimir S. Gerchikov, aged 55, graduated from
Azerbaijan Oil & Chemistry University and holds a
Master of Science Degree in Petroleum Geology (Oil
and Gas Deposits Prospecting). He has over 30 years
of working experience in geological services, exploration
and exploitation, prospects evaluation, and development
and production for oil and gas fields. He joined the
Company as Vice President in July 2013. Prior to joining
the Company, Mr. Gerchikov had provided consulting
services to oil and gas fields in Kazakhstan, Uruguay,
Colombia, Russia, Kyrgyzstan, Turkey and Vietnam.
He also held various positions including Vice President
Exploration for Quadra Resources Corp., Operation
Manager for “Lapioth” Israel Oil Prospectors Corp. Ltd.,
Senior Engineer — Geologist for “Caspmorneftegas”
Co., Chief Geologist for “Vietsovpetro” Co., and
Geologist for “Sakhalinmorneftegas” Co. Mr. Gerchikov
is an active member of Canadian Society of Petroleum
Geologist.
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Mr. Chan Francis Ping Kuen, aged 55, joined the
Company as the Chief Financial Officer in August 2009.
Mr. Chan holds a bachelor degree in economics from the
University of Sydney in Australia. He is a member of The
Institute of Chartered Accountants Australia and also a
member of the Hong Kong Institute of Certified Public
Accountants. Mr. Chan has over 25 years of experience
in auditing, accounting and financial management and
previously worked for an international accounting firm
and a number of companies listed in Hong Kong and the
United States. Mr. Chan was appointed as the Company
Secretary of the Company on 9 September 2011. He
also assumes the role of Human Resources Director of
the Group.

Ms. Zhang Xia, joined the Company in August 2009 as
a Senior Engineer. Ms. Zhang holds a bachelor degree
in science, majoring in petroleum geology from the
Jianghan Petroleum Institute. She has over 30 years
of experience in geological research, stratigraphic
correlation, sedimentary facies analyses, hydrocarban
source rock research, exploration well appraisal
and evaluation, and well position deployment. She
participated in and was responsible for the Sinopec
Jianghan oil project and CNPC Xinjiang oil field projects
operated by China National Petroleum Corporation.

Mr. Zhou Jintang, aged 49, graduated from Wuhan
Geological Institute with a major in Geology and from
University of Petroleum (Beijing), with a Master’s
Degree in Mineral Prospecting and Exploration. Prior
to joining the Company, Mr. Zhou provided services
to Sinopec’s Henan OQilfield Research Institute and a
logging company in Henan'’s oilfield as Senior Engineer
and Project Manager. He joined the Company in
October 2007 and is currently the Director of Exploration
Research Department and one of the major researchers
for the oil and gas exploration of the Group. He is mainly
responsible for exploration research and management
of the two projects in the Philippines and, meanwhile,
undertakes the evaluation of oil and gas potentials for
other overseas blocks.
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Mr. Cui LianLu, aged 43, graduated from Shengli
College, China University of Petroleum, major in drilling
engineering. Mr. Cui has over 25 years’ experience
in oil and gas, coal bed methane drilling engineering,
HSE management, and marketing fields. Prior to joining
the Company, he worked for Shengli Second Drilling
Company, Lanzhou Haimo and Shandong Kerui Group
in various positions as Purchasing Manager, Drilling
Platform Manager, Project Manager and Production
Manager. He was once seconded by Shadong Kerui
Group to Columbia in 2011 to 2012 as Top Drive
Engineer and Platform Manager. He was appointed as
Drilling Supervisor of the Company in January 2013.
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The Directors would like to submit their report together
with the audited financial statements for the year ended
31 December 2013.

Principal Activities

The principal activity of the Company is investment
holding. The Group is principally engaged in the
exploration, exploitation and development of oil, natural
gas and coal, and trading of petroleum-related products.
The principal activities of its subsidiaries are set out
in note 39 to the financial statements. An analysis of
the Group’s performance for the year by business and
geographical segments is set out in note 13 to the
financial statements.

Results

The results of the Group for the year are set out in the
consolidated statement of profit or loss on page 46.
Dividends

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

Reserves

Details of movements in the reserves of the Group and
the Company during the year are set out in note 32 to
the financial statements.

Property, Plant and Equipment

Details of movements in the property, plant and

equipment of the Group are set out in note 14 to the
financial statements.
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Convertible Bonds

Details of movements in the convertible bonds of
the Company are set out in note 27 to the financial
statements.

Promissory Note

Details of movements in the promissory note of
the Company are set out in note 28 to the financial
statements.

Share Capital

Details of the movements in share capital of the
Company are set out in note 31 to the financial
statements.

Pre-emptive Rights

There is no provision for pre-emptive rights under
the Company’s Articles of Association and the laws
of Cayman lIslands, which would oblige the Company
to offer new shares on a prorate basis to existing
shareholders.

Distributable Reserves

Details of distributable reserves of the Company at 31
December 2013 are set out in note 32 to the financial
statements.

Five Year Financial Summary

A summary of the results and of the assets and liabilities
of the Group for the last five financial years ended 31
December 2013 is set out on page 208 of the annual
report.
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Memorandum of Understanding in Respect
of a Possible Subscription

On 25 September 2013, the Company and Beijing
Enterprises Energy Development (Holdings) Company
Limited (“BEEDHC”) entered into a memorandum of
understanding pursuant to which the Company agreed
to allot and issue 1,733,800,000 subscription shares
to BEEDHC at a cash price of HK$0.19 per share
pursuant to the formal agreement to be negotiated
between the Company and BEEDHC. At the date of
this report, BEEDHC’s has substantially completed
the current stage of due diligence investigation on the
Group. Currently, both parties are reviewing the debt
reorganisations of the Company and the further legal
advice on the extension of the Brunei Block M Oil and
Gas Project. The Company is using its best effort to
resolve the extension of the Brunei Block M Oil and Gas
Project with Negara Brunei Darussalam and thereafter
will negotiate and finalize the terms of a formal
agreement with BEEDHC with the aim to enter into the
formal agreement no later than 25 June 2014.

Directors

The Directors of the Company during the year and up to
the date of this report are:

Executive Directors:
Mr. KUAI Wei

Mr. LAl Chun Liang
Mr. LIN Zhang
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Independent Non-executive Directors:

Mr. PAI Hsi-Ping
Mr. WANG Yanhui

(resigned on 6 September 2013)
Mr. WONG Kon Man Jason

(resigned on 18 October 2013)
Ms. XIE Qun

(appointed on 6 September 2013)
Ms. WANG Ai-Chin

(appointed on 18 October 2013 and

resigned on 28 December 2013)
Mr. PAN Wen-Cheng

(appointed on 10 January 2014)

By virtue of Articles 83(3), 84(1) and 84(2) of the
Company’s Articles of Association, Mr. Pan Wen-Cheng,
Mr. Kuai Wei and Mr. Pai Hsi-Ping will hold office
until the forthcoming annual general meeting of the
Company, and being eligible, offer themselves for re-
election at that meeting.

Directors’ Service Contracts

None of the Directors has 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’ Interest in Contracts

None of the Directors had a material beneficial interest,
either directly or indirectly, in any contract of significance
to the business of the Group to which the Company, its
holding company or any of its subsidiaries was a party
at any time during the year ended 31 December 2013.

Biographical Details of Directors and Senior
Management

Biographical details of Directors of the Company and
senior management of the Group are set out on pages
27 to 31 of the annual report.

Directors’ and Chief Executive’s Interests
and/or Short Positions in the Shares,

Underlying Shares and Debentures of the
Company or any Associated Corporations

As at 31 December 2013, none of the Directors and
chief executive of the Company had any interests or
short positions in the shares, underlying shares or
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO”)), which were
required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, or which were required, pursuant to Section
352 of the SFO, to be entered in the register referred
to therein, or which were required to be notified to the
Company and the Stock Exchange pursuant to Rules
5.46 to 5.67 of the GEM Listing Rules relating to the
securities transactions by Directors.
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Substantial Shareholders’ Interests and/or
Short Positions in the Shares and Underlying
Shares of the Company

As at 31 December 2013, the interests and short
positions of persons, other than Directors or chief
executive of the Company, in the shares and/or
underlying shares of the Company which would fall to
be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of
the SFO or, who is, directly or indirectly, interested in
5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group,
or substantial shareholders as recorded in the register
of substantial shareholders required to be kept by
the Company under Section 336 of the SFO were as
follows:

Number of
Name of person shares held
ATER RO EE
(Note 1)
(Bet1)

Lam Nam 1,274,255,931(L)
M (Note 2)

(Hfez2)

161,725,067(L)
(Note 3 and 4)

(Fet3 X 4)
Silver Star Enterprises 1,274,255,931(L)
Holdings Inc.
(Note 2)(Biz#2)
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Approximate

China International Mining
Holding Company
Limited (Note 3)

a3 RIEEERAR AR
(M7 3)

161,725,067(L)
(Note 4)
(Hfst4)

percentage
Capacity of interest
S BHERE AL
Interest of a controlled 69.52%
corporation
ZHAE 2R
Interest of a controlled 8.82%
corporation
et NCI -
Beneficial owner 69.52%
EmEEA
Beneficial owner 8.82%

BEmEBA
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Number of
Name of person shares held
AT ER FisROEE
(Note 1)
(Btet1)
Sun Wai Pan 93,000,000(L)
R
Chan Meng Kam 100,000,000(L)
fREA S (Note 4)
(K5t 4)
Notes:
1. The letter “L” denotes long positions in shares or

underlying shares.

2. The entire issued share capital of Silver Star Enterprises
Holdings Inc. is beneficially owned by Mr. Lam Nam.

3. The entire issued share capital of China International
Mining Holding Company Limited is beneficially owned by
Mr. Lam Nam.

4. These shares may be allotted and issued upon exercise
of the conversion rights attaching to the convertible
bonds issued by the Company.

Save as disclosed above, as at 31 December 2013, the
Directors were not aware of any other person (other
than the Directors or chief executive of the Company)
who had an interest or short position in the shares and/
or underlying shares of the Company which would fall to
be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of
the SFO or, who is directly or indirectly, interested in
5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group,
or any other substantial shareholders whose interests or
short positions were recorded in the register required to
be kept by the Company under Section 336 of the SFO.
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Directors’ Rights to Acquire Shares

At no time during the year were rights to acquire benefits
by means of acquisition of shares in or debentures of
the Company or of any other body corporate granted to
any Directors, their respective spouses or children under
18 years of age, or were any such rights exercised by
them; or was the Company or any of its subsidiaries a
party to any arrangements to enable the Directors, their
respective spouses or children under 18 years of age to
acquire such rights in the Company or any other body
corporate.

Major Customers and Suppliers

None of the Directors, their respective associates or any
shareholders of the Company (who to the knowledge of
the Directors owns more than 5% of the issued share
capital of the Company) had any interests in the Group’s
five largest suppliers or customers.

Sufficiency of Public Float

Based on the information that is publicly available to and
within the knowledge of the Directors, it is confirmed
that there is sufficient public float of at least 25% of the
Company’s issued shares at the latest practicable date
prior to the issuance of this report.

Competing Interests

None of the Directors or the management shareholders
of the Company (as defined in the GEM Listing Rules)
had any interest in a business which competes or may
compete with the business of the Group.
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Auditors

The financial statements for the year have been audited
by Pan-China (H.K.) CPA Limited who will retire and,
being eligible, offer themselves for re-appointment at the
forthcoming annual general meeting of the Company.

On behalf of the Board
Kuai Wei
Chairman

Hong Kong, 26 March 2014
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Independent Auditor’s Report
iR 3 - GTE S

TO THE SHAREHOLDERS OF

POLYARD PETROLEUM INTERNATIONAL GROUP
LIMITED

(Incorporated in Cayman Islands with limited liability)

We were engaged to audit the consolidated financial
statements of Polyard Petroleum International Group
Limited (the “Company”) and its subsidiaries (together,
the “Group”) set out on pages 46 to 207, which
comprise the consolidated and the Company statements
of financial position as at 31 December 2013, 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 ended 31 December 2013, and
a summary of significant accounting policies and other
explanatory information.

Directors’ Responsibility for the
Consolidated Financial Statements

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with Hong Kong
Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit
and to report our opinion solely to you, as a body, and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.
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Except for the inability to obtain sufficient appropriate
audit evidences as explained below, we conducted
our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that
we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free
from material misstatement. Because of the matters
described under the basis for disclaimer of opinion
paragraphs, however, we were not able to obtain
sufficient appropriate audit evidences to provide a basis
for an audit opinion.

Basis for Disclaimer of Opinion
(1) Opening balances and comparative figures

The comparative figures in the consolidated
financial statements are based on the audited
financial statements in respect of the year ended
31 December 2012 on which our auditor’s report
contained a disclaimer of opinion stating that we
were unable to ascertain (i) the recoverability of
the carrying value of interests in a joint venture
(“dV”) of approximately HK$1,085,619,000
included in the total amount of approximately
HK$1,389,541,000 as shown in the consolidated
statement of financial position as at 31 December
2012 and (ii) whether provision for the payment of
compensation of approximately HK$127.5 million
in respect of unfulfilled obligation arising from the
application for the extension of exploration period
not granted to a JV.

Therefore the corresponding amounts shown may
not be comparable and any adjustments to the
opening balances as at 1 January 2013 and the
result reported for the year ended 31 December
2012 would have a consequential effect on the
result for the year ended 31 December 2013.
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(2

Interests in a joint venture

As explained in the note 17 to the consolidated
financial statements, the issue in connection with
the application for extension of exploration period,
which was expired on 27 August 2012, had not
been granted to a JV in respect of exploration,
exploitation and development of oil and gas in
Brunei, has not yet been resolved. The JV has
continued to explore resolution in respect of the
dispute of extension. As the outcome of resolution
has not yet been determined up to the date of this
report, the management of the Company has not
made any impairment loss on the carrying value of
interests in the JV. We were unable to ascertain
the recoverability of the carrying value of interests
in the JV of approximately HK$1,085,477,000
included in the total amount of approximately
HK$1,383,033,000 as shown in the consolidated
statement of financial position as at 31 December
2013. As explained in point (1) above, we were
unable to ascertain the opening balance of
interests in the JV, any adjustments or disclosures
that might have been found to be necessary
in respect of the carrying value would have a
consequential significant effect on the Group’s
net assets as at 31 December 2013, and of the
Group’s loss for the year then ended and related
note disclosures to the consolidated financial
statements.

(2)

Annual Report 2013 =& — = F F£

REELE R

HAER A MBS HRERME17TAERE - ARG E
EEBFIFOARYR - BRI HRSD
(BER=ZZ—=—FNA=+tRER)THDR
7 MBIIARBR - S ELREEHRTTSR
FRLZIRTTE - HNBERRE B HFRIRE
RORER - BERAEEEIELHRNEE
EEZESREEFDEMRERSR - A2
BIRBEER T —=F+-_A=+—BZ%&
EBUBRARATEBENEE T =BN\T=8
EoE=TIHMERRNAE X EARE
BHOEETENTRAER+-EELTTZAIHK
B - AN E3EE (1) BE AR R - AR R
REEEENALhE a2 MYIEER  (EmA
EEWBERANREEFL ZAEIRESEM
4§ EEER-_T-—=F+"RA=+—RHz%&
EFELYE BEXEEREZRLFEZERR
RAMBHRR 2 BAEMNERERRBREAT

@,
=

43



Independent Auditor’s Report
B M A% ST 3R

Polyard Petroleum International Group Limited B HAAMEKRERSRA T

(3) Provision for compensation

As further explained in note 37 to the consolidated
financial statements and the point (2) above, JV
was demanded for the payment of compensation
of approximately HK$127.5 million in respect of
unfulfilled obligation arising from the dispute of
extension. The management of the Company
considers that no compensation will be required
if the dispute of extension is resolved in favour of
the JV and no provision for the compensation in
the consolidated financial statements was made
by the Group in this respect. We were unable to
ascertain whether such provision should be made
since it depends on future outcome. As explained
in point (1) above, we were unable to ascertain
whether such provision should be made, any
adjustments or disclosures that might have been
found to be necessary would have a consequential
significant effect on the Group’s net assets as at
31 December 2013, and of the Group’s loss for the
year then ended and related note disclosures to
the consolidated financial statements.

Disclaimer of Opinion

Because of the significance of the matters described
in the basis for disclaimer of opinion paragraphs, we
have not been able to obtain sufficient appropriate
audit evidences to provide a basis for an audit opinion.
Accordingly, we do not express an opinion on the
consolidated financial statements as to whether they
give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2013
and of the Group’s loss and cash flows for the year
then ended in accordance with Hong Kong Financial
Reporting Standards and as to whether the consolidated
financial statements have been properly prepared in
accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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Emphasis of Matter

Without qualifying our opinion, we draw attention to
note 3(b) to the consolidated financial statements
which indicates that the Group incurred a loss of
approximately HK$45,897,000 for the year ended 31
December 2013 and, as of that date, the Group’s current
liabilities exceeded its current assets by approximately
HK$16,998,000. These conditions indicate the existence
of a material uncertainty which may cast doubt about
the Group’s ability to continue as going concern. As
explained in note 3(b), the consolidated financial
statements have been prepared on a going concern
basis, the validity of which depends upon the Group’s
ability to improve the liquidity position to enable the
Group to meet its financial obligations as and when
they fall due in the foreseeable future. The consolidated
financial statements do not include any adjustments
that would result from the failure to operate as a going
concern.

Pan-China (H.K.) CPA Limited
Certified Public Accountants

11/F., Hong Kong Trade Centre
161-167 Des Voeux Road
Central, Hong Kong

Hong Kong S.A.R. China

26 March 2014
Tsang Chiu Keung
Practising Certificate Number: P04968
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Note HK$’000 HK$°000
i3 BYEFT BEFT
Turnover = 5 — 462
Other revenue HoAth Uy 2 5 3 1
Administrative and other operating TR E M E
expenses 53 (16,392) (22,436)
Operating loss REFEE (16,389) (21,973)
Finance costs BhE B A 6 (16,793) (14,460)
Impairment loss on interests in N VNGIE 2
associates BEEBE 16 (16,849) (20,940)
Share of results of associates FEAEERE A RIEE 16 (141) (13)
Impairment loss on interests in joint A& EDERER
ventures BEEE 17 (11,064) (13,183)
Gain on derecognition of convertible BUHIER A HRIES 2
bonds Was 27 11,020 —
Gain on extension of convertible AHBREFTEHZ
bonds Wz 27 1,837 —
Loss before tax BREL AT B 18 7 (48,379) (70,569)
Income tax FTig#i 8 2,482 2,159
Loss for the year AEEEIE (45,897) (68,410)
Attributable to: L
Owners of the Company ZAN/NEIE 2SN (40,104) (61,342)
Non-controlling interests FEVE I 1 M 2 (5,793) (7,068)
(45,897) (68,410)
Loss per share BRER 11
— Basic (in HK cents) — EARCEW) (2.19) cents{li  (3.36) centsfll
— Diluted (in HK cents) — ESEOB) (2.19) cents{li  (3.36) cents il

All of the Group’s operations are classed as continuing.

The accompanying notes form an integral part of these

consolidated financial statements.
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

GEEERkEMZEEKER

For the year ended 31 December 2013
HZ—F=F1t-A=+—AFEF
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HK$’000 HK$’000
BYFT B FT
Loss for the year KEEEIE (45,897) (68,410)
Other comprehensive income Htt2mEkE
Item that may be reclassified HiggeEmoizEase
subsequently to profit or loss: HAE
Exchange differences on translation of MEBEINGBESE 2
foreign operations i =5 (22) (164)
Total comprehensive income rEERERE
for the year PR (45,919) (68,574)
Attributable to: PEAL :
Owners of the Company ZAN/NEIE7ZZS N (40,120) (61,494)
Non-controlling interests FEFEH A R (5,799) (7,080)
Total comprehensive income REEFR2EWE
for the year Fitc) (45,919) (68,574)
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Notes HK$°000 HK$’000
k3 BT T B F T
NON-CURRENT ASSETS FREEE
Property, plant and equipment M - BB k& 14 376 578
Interests in associates REEE N B RER 16 43,955 60,945
Interests in joint ventures REELEES 17 1,383,033 1,389,541
Deferred exploration expenditure RE R R 2 18 23,707 22,415
1,451,071 1,473,479
CURRENT ASSETS REEE
Amounts due from associates JE B 8 X B FIR 20 15,881 15,085
Other receivables H fth fE UL FRIE 21 938 1,408
Cash and bank balances B MIRITHH 22 1,381 1,668
18,200 18,191”7
CURRENT LIABILITIES REBEE
Other payables H b fE T FRIE 23 (11,515) (10,487)
Amounts due to directors ENEEIA 24 (1,856) (1,005)
Bank borrowing RITERK 26 (6,304) (7,176)
Convertible bonds ARRES 27 (15,523) (15,672)
e (35,198) (34,340)
NET CURRENT LIABILITIES #a®m&®& (16,998) (16,179) _
TOTAL ASSETS LESS CURRENT HWEERARBAS
LIABILITIES 1,434,073 1,457,300
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Notes HK$’000 HK$’000
Hiat JBEET T BB F T
NON-CURRENT LIABILITIES ERBEE
Amount due to a shareholder e AR R FIE 25 (80,259) (50,541)
Convertible bonds AR ES 27 (107,638) (104,982)
Promissory note AN RIR 28 — (8,456)
Deferred taxation IEREFR IR 29 (2,118) (2,478)
e (190,015) (166,457)
NET ASSETS REE 1,244,058 1,290,843
CAPITAL AND RESERVES BARFEE
Share capital i &N 31 73,320 73,070
Reserves s 32 1,044,538 1,085,774
Equity attributable to owners RATHER AEEE R
of the Company 1,117,858 1,158,844
Non-controlling interests JEFE ) R 126,200 131,999
TOTAL EQUITY BRER 1,244,058 1,290,843
Approved and authorised for issue by the board of KEEER_T—NF=A =+ SBZEREET
directors on 26 March 2014. B o
KUAI Wei LIN Zhang e wE
Director Director EF EFE
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Notes HK$°000 HK$'000
Hiat BETFIT BB F T
NON-CURRENT ASSETS FEREEE
Property, plant and equipment M - BB MR 14 15 21
Investments in subsidiaries RTB AR ZIKE 15 24,895 24,895
Amounts due from subsidiaries NI B R 19 763,804 771,687
. 788,714 796,603
CURRENT ASSETS REEE
Other receivables H b e W5k I8 21 562 612
Cash and bank balances e MIRTTRER 22 2 139
. 64 751
CURRENT LIABILITIES REBEE
Other payables H {th fE - 518 23 (6,557) (5,837)
Convertible bonds ARARES 27 (15,523) (15,672)
. (22,080) (21,509)
NET CURRENT LIABILITIES ~ #&r®&R&% (21,516) (20,758)
TOTAL ASSETS LESS CURRENT #AEERRDES
LIABILITIES . 767,198 TUEERE
NON-CURRENT LIABILITIES FkRBEME
Amount due to a shareholder FE (TR R IR 25 (21,582) (12,333)
Convertible bonds AR ES 27 (107,638) (104,982)
Promissory note AN EE 28 — (8,456)
Deferred taxation RIERIIE 29 (2,118) (2,478)
. (131,338) (128,249)
NET ASSETS BEE 635,860 647,596
CAPITAL AND RESERVES R i
Share capital %K 31 73,320 73,070
Reserves (B 32 562,540 574,526
TOTAL EQUITY MR 635,860 647,596

Approved and authorised for issue by the board of KEEEN _T—NF= A=+ NBZEREET

directors on 26 March 2014. Ef o
KUAI Wei LIN Zhang Rz MIE
Director Director = s
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Consolidated Statement of Changes in Equity
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For the year ended 31 December 2013
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Attributable to owners of the Company

FATEE ARG

Convertible Non-
Share  Share  Special Exchange  Capital  honds Retained controlling
capifal  premium  reserve  reserve  reserve  reserve profits Total interests
TER FRHE
Ba RHEE RHRE  ENGE EARE  ERER  REEA a3t B
HKSO000 ~ HKSO00  HK$000  HK$000  HKS000  HK$000  HK$000  HKS000  HKS000  HKS$000
AT BETr BETr BETr AR BETr BETr BT BET BETr
At 1 January 2012 R-E-—&£-5-H 72900 777,644 985 (49) 15392 48680 303242 1218803 153679 1372482
Total comprehensive income for the year ~ AEE2ANEEE - - - (1) - — (61342 (61494  (7.080) (68574
Acquisiton of additional ineress in WENBLE
subsidries B - - - - - — (0 (40 (14700
Issue of employee shares BiEERR 109 - - - - - 1% - 1%
Recognion of equity component of EATARER
convertble bonds Exdh - - - - - 313 - 373 - 313
At 31 December 2012 i g WO TR0 ) 1530 0 AN LISAM 131 120088
At 1 January 2013 R5-Z%-F-A 73010 778,736 985 (201) 15392 49062 241,800 1,156,844 131,999 1,290,843
Total comprehensive income for the year ~ AEE2ENALE - - - (16) - - (Wof0o) (d0f20) (5799  (45.919)
Derecogniion of equity component of R ARES
convertlebonds EAH - - = - nw (g - (0§ - (1067
Recogniton of equity component of EATARER
convertible bonds BESh - - - - - 1067 - 1067 - 1067
Deferred tax liabilty on recognifion of equity ~ ERAARERERT (2
component of convertile bonds ERiEeR - - - - - 4 - W - M)
Reversal of deferred tax liabilty upon ThRERTE,
extension of convertble bonds EifEaEAD - - - - - 19 - 19 - 19
Issue of employeg shares HiEERA %0 1,006 - - - - - 1% - 1%
At 31 December 2013 N5-=%t-f=1-A 78320 119,742 985 @17 49319 13013 201,69 1,117,858 126200 1,244,058
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HK$’000 HK$’000
BYFTT B FT

OPERATING ACTIVITIES R
Loss before tax W 75 Al & 18 (48,379) (70,569)
Adjustments for: FEE
Interest income SN ON (3) (1)
Interest expense FEZH 16,793 14,460
Depreciation e 220 377
Loss on disposal of property, plant and BRIEYIZE - BB RERE

equipment Z B8 7 =
Share of results of associates FE(GHE & A R AR 141 13
Impairment loss on interests in associates B SR Rl w2 REER 16,849 20,940
Impairment loss on interests in joint ventures NEEDERR 2 RERR 11,064 13,183
Gain on derecognition of convertible bonds BURER AR E R 2 W e (11,020) —
Gain on extension of convertible bonds AR ES T 2 W (1,837) —
Impairment loss on other receivables H fth FE WK 2 R B 18 — 601
Issue of employee shares B1TEE R, 1,256 1,262
Operating loss before movements in HEESFTHRZ

working capital KB EE (14,909) (19,734)
Decrease in other receivables H i e R IE R A 470 2,754
Increase in amounts due from associates JFE Y Bt 5 N B FRIE AN (796) (1,715)
Increase/(decrease) in other payables H A OB DGRt ) 548 (4,4083)
NET CASH USED IN OPERATING REEBRRERESFE

ACTIVITIES (14,687) (23,098)
INVESTING ACTIVITIES BRETH
Interest received BUFE 3 1
Investment in joint ventures REEREZIRE (4,556) (9,521)
Purchase of property, plant and equipment BEWXE  BERXE (18) (117)
Payments of exploration expenditure BRI 3R (1,292) (2,589)
NET CASH USED IN INVESTING ACTIVITIES REZEMERESEHE (5,863) (12,226)
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HK$’000 HK$’000
BETFIT BB F T

FINANCING ACTIVITIES BMEES
Repayment of bank borrowing BERITEE (872) (923)
Interest paid BRFE (188) (384)
Advances from directors REEEHR 851 703
Advance from a shareholder RE KRR 20,501 17,560
Proceeds from issue of convertible bonds BITR AR E A 2 TS 5B — 16,000
NET CASH GENERATED FROM FINANCING METEFERSTE
_ACTIVITIES . e 20,292 32,956
NET DECREASE IN CASH AND CASH BERBESESEYRL FHE

EQUIVALENTS (258) (2,368)
CASH AND CASH EQUIVALENTS AT FRZRERBELEEY

BEGINNING OF THE YEAR 1,668 4,200
Effect of foreign exchange rate changes SNIERE R B 2 R (29) (164)
CASH AND CASH EQUIVALENTS AT FERZESRBRESEEY

END OF THE YEAR 1,381 1,668
ANALYSIS OF THE BALANCES OF CASH RERBELEEY

AND CASH EQUIVALENTS ZEBRDI
Cash and bank balances e MIRITH S 1,381 1,668
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Polyard Petroleum International Group Limited B HAAMEKRERSRA T

General Information

Polyard Petroleum International Group Limited
(the “Company”) was incorporated in the Cayman
Islands as an exempted company with limited
liability and its shares are listed on the Growth
Enterprise Market of The Stock Exchange of
Hong Kong Limited. The registered office of the
Company is located at Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands and its principal place of business
is located at Room 2602, 26th Floor, China
Merchant Tower, Shun Tak Centre, 200 Connaught
Road Central, Sheung Wan, Hong Kong. These
consolidated financial statements are presented
in Hong Kong dollars (“HK$”), which is also the
functional currency of the Company.

The principal activity of the Company is investment
holding and the principal activities of its
subsidiaries are the exploration, exploitation and
development of oil, natural gas and coal, trading
of petroleum-related products and provision of
technical services.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

The Hong Kong Institute of Certified Public
Accountants (“HKICPA”) has issued a number of
new and revised HKFRSs, which are generally
effective for accounting periods beginning on or
after 1 January 2013. The Group has adopted
the following new and revised HKFRSs issued
up to 31 December 2013 which are pertinent to
its operations and relevant to these consolidated
financial statements.
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2. Application of New and Revised Hong 2. ERAHITRKETEBUBHREER

Kong Financial Reporting Standards (BRMBREER L (E)

(“HKFRSs”) (Continued)

HKFRS 1 (Amendments)  Government Loans BANBREENE1H BFE
(fB3TH)
HKFRS 7 (Amendments)  Disclosures — Offsetting Financial Assets BEAMEREEUNETH RE— HHEIFEER
and Financial Liabilities CHES; HHRE
HKFRS 10 Consolidated Financial Statements EANBREERE105 PNy £ d
HKFRS 11 Joint Arrangements BERBREENE 1R BETH
HKFRS 12 Disclosure of Interests in Other Entities BAMBREERF 125 REMEEZ BB
HKFRS 10, HKFRS 11 Amendments to HKFRS 10, HKFRS 11 and ERUMBREEANZE10% BAABHEESEAE 105
and HKFRS 12 HKFRS 12 — Transition Guidance ERUBREENENSR  BEUEHEENE
(Amendments) BENBREE] REBUBHEENE 12
F125(BTA) A — BRI
HKFRS 13 Fair Value Measurement BENBREENE 135 AFEiE
HKAS 1 (Amendments)  Presentation of Items of Other BARHEAEAR(BITR) EMFEURELZZ5)
Comprehensive Income
HKAS 19 (as revised in ~ Employee Benefits EEEENE19% ESHET]
2011) (Z2——F8E)
HKAS 27 (as revised in ~ Separate Financial Statements BB EHENE TS BUHH#E
2011) (2255
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

The principal effects of adopting these new and
revised HKFRSs are as follows:

HKFRS 7 (Amendments) requires an entity to
disclose information about rights to set-off and
related arrangements (e.g., collateral agreements).
The disclosures provide users with information
that is useful in evaluating the effect of netting
arrangements on an entity’s financial position. The
new disclosures are required for all recognised
financial instruments that are set off in accordance
with HKAS 32 Financial Instruments: Presentation.
The disclosures also apply to recognised financial
instruments that are subject to an enforceable
master netting arrangement or similar agreement,
irrespective of whether they are set off in
accordance with HKAS 32. The amendments do
not have any material financial impact on the
Group.

HKFRS 10 replaces the portion of HKAS 27
Consolidated and Separate Financial Statements
that addresses the accounting for consolidated
financial statements and addresses the issues
in HK(SIC) — Int 12 Consolidation — Special
Purpose Entities. It establishes a single control
model used for determining which entities are
consolidated. To meet the definition of control in
HKFRS 10, an investor must have (a) power over
an investee, (b) exposure, or rights, to variable
returns from its involvement with the investee, and
(c) the ability to use its power over the investee
to affect the amount of the investor’s returns.
The changes introduced by HKFRS 10 require
management of the Group to exercise significant
judgement to determine which entities are
controlled. The application of this new standard
has no financial impact on the Group.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Consequential amendments were made to HKAS
27 and HKAS 28 as a result of the issuance of
HKFRS 10, HKFRS 11 and HKFRS 12. The Group
adopted HKFRS 10, HKFRS 11, HKFRS 12, HKAS
27 (as revised in 2011), HKAS 28 (as revised in
2011), and the subsequent amendments to these
standards issued in July and December 2012 from
1 January 2018.

HKFRS 11 replaces HKAS 31 Interests in Joint
Ventures and HK(SIC) — Int 13 Jointly Controlled
Entities — Non-Monetary Contributions by
Venturers. It describes the accounting for joint
arrangements with joint control. It addresses
only two forms of joint arrangements, i.e., joint
operations and joint ventures, and removes
the option to account for joint ventures using
proportionate consolidation. The classification
of joint arrangements under HKFRS 11 depends
on the parties’ rights and obligations arising
from the arrangements. A joint operation is a
joint arrangement whereby the joint operators
have rights to the assets and obligations for the
liabilities of the arrangement and is accounted
for on a line-by-line basis to the extent of the
joint operators’ rights and obligations in the joint
operation. A joint venture is a joint arrangement
whereby the joint venturers have rights to the
net assets of the arrangement and is required
to be accounted for using the equity method in
accordance with HKAS 28 (as revised in 2011).
The application of this new standard has no
material financial impact on the Group.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 12 sets out the disclosure requirements for
subsidiaries, joint arrangements, associates and
structured entities previously included in HKAS 27
Consolidated and Separate Financial Statements,
HKAS 31 Interests in Joint Ventures and HKAS
28 Investments in Associates. It also introduces a
number of new disclosure requirements for these
entities. Details of the disclosures for subsidiaries
and joint ventures are included in notes 39 and 17
to the consolidated financial statements.

The HKFRS 10, HKFRS 11 and HKFRS 12
Amendments clarify the transition guidance in
HKFRS 10 and provide further relief from full
retrospective application of these standards,
limiting the requirement to provide adjusted
comparative information to only the preceding
comparative period. The amendments clarify that
retrospective adjustments are only required if
the consolidation conclusion as to which entities
are controlled by the Group is different between
HKFRS 10 and HKAS 27 or HK(SIC) — Int 12 at
the beginning of the annual period in which HKFRS
10 is applied for the first time. These amendments
have no material impact on the Group.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 13 provides a precise definition of
fair value and a single source of fair value
measurement and disclosure requirements for use
across HKFRSs. The standard does not change
the circumstances in which the Group is required
to use fair value, but rather provides guidance
on how fair value should be applied where its
use is already required or permitted under other
HKFRSs. HKFRS 13 is applied prospectively
and the adoption has had no material impact
on the Group’s fair value measurements. As a
result of the guidance in HKFRS 13, the policies
for measuring fair value have been amended.
Additional disclosures required by HKFRS 13 for
the fair value measurement of financial instruments
are included in note 38 to the consolidated
financial statements. The application of this new
standard has no material financial impact on the
Group.

The HKAS 1 Amendments change the grouping
of items presented in other comprehensive
income (“OCI”). Items that could be reclassified
(or recycled) to profit or loss at a future point in
time (e.g., exchange differences on translation of
foreign operations, net movement on cash flow
hedges and net loss or gain on available-for-
sale financial assets) are presented separately
from items which will never be reclassified (e.g.,
the revaluation of land and buildings). The
amendments have affected the presentation only
and have had no material financial impact on the
Group.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKAS 19 (as revised in 2011) includes a number
of amendments that range from fundamental
changes to simple clarifications and re-wording.
The revised standard introduces significant
changes in the accounting for defined benefit
pension plans including removing the choice
to defer the recognition of actuarial gains and
losses. Other changes include modifications to
the timing of recognition for termination benefits,
the classification of short-term employee benefits
and disclosures of defined benefit plans. As the
Group does not have any defined benefit plan or
employee termination plan and the Group does
not have any significant employee benefits that
are expected to be settled for more than twelve
months after the reporting period, the adoption of
the revised standard has had no material financial
impact on the Group.

Annual Improvements to HKFRSs 2009-
2011 Cycle issued in June 2012 set out the
amendments to a number of standards. There are
separate transitional provisions for each standard.
While the adoption of some of the amendments
may result in changes in accounting policies,
none of these amendments have had a significant
financial impact on the Group. Details of the key
amendments most applicable to the Group are as
follows:
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2. Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

(a)

HKAS 1 Presentation of Financial
Statements: Clarifies the difference between
voluntary additional comparative information
and the minimum required comparative
information. Generally, the minimum
required comparative period is the previous
period. An entity must include comparative
information in the related notes to the
financial statements when it voluntarily
provides comparative information beyond the
previous period. The additional comparative
information does not need to contain a
complete set of financial statements.

In addition, the amendment clarifies that
the opening statement of financial position
as at the beginning of the preceding period
must be presented when an entity changes
its accounting policies; makes retrospective
restatements or makes reclassifications,
and the change has a material effect on the
statement of financial position. However,
the related notes to the opening statement
of financial position as at the beginning of
the preceding period are not required to be
presented.

HKAS 16 Property, Plant and Equipment:
Clarifies that major spare parts and
servicing equipment that meet the definition
of property, plant and equipment are not
inventories.
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2. Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

(c)

The

HKAS 32 Financial Instruments:
Presentation: Clarifies that income taxes
arising from distributions to equity holders
are accounted for in accordance with HKAS
12 Income Taxes. The amendment removes
existing income tax requirements from
HKAS 32 and requires entities to apply the
requirements in HKAS 12 to any income tax
arising from distributions to equity holders.

Group has not applied the following new and

revised HKFRSs that have been issued but are
not yet effective, in the consolidated financial
statements:

Amendments to HKFRSs  Annual Improvements to HKFRSs

2010-2012 Cycle’
Amendments to HKFRSs  Annual Improvements to HKFRSs
2011-2013 Cycle’
HKFRS 9 Financial Instruments®
Amendments to HKFRS 9 Mandatory Effective Date of HKFRS 9 and
and HKFRS 7 Transition Disclosures”
Amendments to HKFRS  Investment Entities’
10, HKFRS 12 and
HKAS 27

Amendments to HKAS 19 Defined Benefit Plans: Employee

Contributions’

Amendments to HKAS 32 Offsetting Financial Assets and Financial

Liabilities'

Amendments to HKAS 36 Recoverable Amount Disclosure for

Non-Financial Assets'

Amendments to HKAS 39 Novation of Derivatives and Continuation

HK(IFRIC) — Int 21
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

! Effective for annual periods beginning on or after 1

January 2014, with earlier application permitted.
Effective for annual periods beginning on or after
1 July 2014, except as disclosed below, early
application is permitted.

Available for application — the mandatory effective
date will be determined when the outstanding
phases of HKFRS 9 are finalized.

Annual Improvements to HKFRSs 2010-2012
Cycle

The Annual Improvements to HKFRSs 2010-2012
Cycle include a number of amendments to various
HKFRSs, which are summarised below.

The amendments to HKFRS 2 (i) change the
definitions of ‘vesting condition’ and ‘market
condition’; and (ii) add definitions for ‘performance
condition’ and ‘service condition’ which were
previously included within the definition of ‘vesting
condition’. The amendments to HKFRS 2 are
effective for share-based payment transactions for
which the grant date is on or after 1 July 2014.

The amendments to HKFRS 3 clarify that
contingent consideration that is classified as
an asset or a liability should be measured at
fair value at each reporting date, irrespective of
whether the contingent consideration is a financial
instrument within the scope of HKFRS 9 or HKAS
39 or a non-financial asset or liability. Changes
in fair value (other than measurement period
adjustments) should be recognised in profit or
loss. The amendments to HKFRS 3 are effective
for business combinations for which the acquisition
date is on or after 1 July 2014.
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Polyard Petroleum International Group Limited B HAAMEKRERSRA T

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Annual Improvements to HKFRSs 2010-2012
Cycle (Continued)

The amendments to HKFRS 8 (i) require an entity
to disclose the judgements made by management
in applying the aggregation criteria to operating
segments, including a description of the operating
segments aggregated and the economic indicators
assessed in determining whether the operating
segment have a ‘similar economic characteristics’;
and (ii) clarify that a reconciliation of the total of
the reporting segments’ assets to the entity’s asset
should only be provided if the segment assets are
regularly provided to the chief operating decision-
marker.

The amendments to the basis for conclusions
of HKFRS 13 clarify that the issue of HKFRS 13
and consequential amendments to HKAS 39 and
HKFRS 9 did not remove the ability to measure
short-term receivables and payables with no
stated interest rate at their invoice amounts
without discounting, if the effect of discounting is
immaterial.

The amendments to HKAS 16 and HKAS
38 remove perceived inconsistencies in the
accounting for accumulated depreciation/
amortisation when an item of property, plant and
equipment or an intangible asset is revalued. The
amended standards clarify that the gross carrying
amount is adjusted in a manner consistent with
the revaluation of the carrying amount of the asset
and that accumulated depreciation/amortisation is
the difference between the gross carrying amount
and the carrying amount after taking into account
accumulated impairment losses.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Annual Improvements to HKFRSs 2010-2012
Cycle (Continued)

The amendments to HKAS 24 clarify that a
management entity providing key management
personnel services to a reporting entity is a related
party of the reporting entity. Consequently, the
reporting entity should disclose as related party
transactions the amount incurred for the service
paid or payable to the management entity for the
provision of key management personnel services.
However, disclosure of the components of such
compensation is not required.

The directors of the Company do not anticipate
that the application of the amendments included
in the Annual Improvements to HKFRSs 2010-
2012 Cycles will have a material effect on the
Company’s consolidated financial statements.

Annual Improvements to HKFRSs 2011-2013
Cycle

The Annual Improvements to HKFRSs 2011-2013
Cycle include a number of amendments to various
HKFRSs, which are summarised below.

The amendments to HKFRS 3 clarify that the
standard does not apply to the accounting for the
formation of all types of joint arrangement in the
financial statements of the joint arrangement itself.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Annual Improvements to HKFRSs 2011-2013
Cycle (Continued)

The amendments to HKFRS 13 clarify that the
scope of the portfolio exception for measuring
the fair value of a group of financial assets
and financial liabilities on a net basis includes
all contracts that are within the scope of, and
accounted for in accordance with, HKAS 39 or
HKFRS 9, even if those contracts do not meet the
definitions of financial assets or financial liabilities
within HKAS 32.

The amendments to HKAS 40 clarify that HKAS
40 and HKFRS 3 are not mutually exclusive and
application of both standards may be required.
Consequently, an entity acquiring investment
property must determine whether:

(@) the property meets the definition of
investment property in terms of HKAS 40;
and

(b) the transaction meets the definition of a
business combination under HKFRS 3.

The directors of the Company do not anticipate
that the application of the amendments included in
the Annual Improvements to HKFRSs 2011-2013
Cycle will have a material effect on the financial
information.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new
requirements for the classification and
measurement of financial assets. HKFRS 9
was subsequently amended in 2010 includes
the requirements for the classification and
measurement of financial liabilities and for
derecognition, and further amended in 2013
to include the new requirements for hedge
accounting.

Key requirements of HKFRS 9 are described as
follows:

— All recognised financial assets that are within
the scope of HKAS 39 Financial Instruments:
Recognition and Measurement to be
subsequently measured at amortised cost
or fair value. Specifically, debt investments
that are held within a business model whose
objective is to collect the contractual cash
flows, and that have contractual cash flows
that are solely payments of principal and
interest on the principal outstanding are
generally measured at amortised cost at
the end of subsequent reporting periods.
All other debt investments and equity
investments are measured at their fair values
at the end of subsequent accounting periods.
In addition, under HKFRS 9, entities may
make an irrevocable election to present
subsequent changes in the fair value of
an equity investment (that is not held for
trading) in other comprehensive income, with
only dividend income generally recognised in
profit or loss.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 9 Financial Instruments (Continued)

—  With regard to the measurement of financial
liabilities designated as at fair value through
profit or loss, HKFRS 9 requires that the
amount of change in the fair value of the
financial liability that is attributable to
changes in the credit risk of that liability
is presented in other comprehensive
income, unless the recognition of the
effects of changes in the liability’s credit
risk in other comprehensive income would
create or enlarge an accounting mismatch
in profit or loss. Changes in fair value of
financial liabilities attributable to changes
in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss.
Under HKAS 39, the entire amount of the
change in the fair value of the financial
liability designated as fair value through
profit or loss was presented in profit or loss.

The new general hedge accounting requirements
retain the three types of hedge accounting.
However, greater flexibility has been introduced
to the types of transactions eligible for hedge
accounting, specifically broadening the types of
instruments that qualify for hedging instruments
and the types of risk components of non-financial
items that are eligible for hedge accounting.
In addition, the effectiveness test has been
overhauled and replaced with the principle of an
‘economic relationship’. Retrospective assessment
of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an
entity’s risk management activities have also been
introduced.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 9 Financial Instruments (Continued)

The directors of the Company anticipate that
the adoption of HKFRS 9 in the future may have
a significant impact on the amounts reported
in respect of the Group’s financial assets and
financial liabilities. Regarding the Group’s
financial liabilities, it is not practicable to provide a
reasonable estimate of that effect until a detailed
review has been completed.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities

The amendments to HKFRS 10 define an
investment entity and require a reporting entity
that meets the definition of an investment entity
not to consolidate its subsidiaries but instead to
measure its subsidiaries at fair value through profit
or loss in its financial statements.

To qualify as an investment entity, a reporting
entity is required to:

— obtain funds from one or more investors
for the purpose of providing them with
professional investment management
services;

— commit to its investor(s) that its business
purpose is to invest funds solely for returns
from capital appreciation, investment income,
or both; and

— measure and evaluate performance of
substantially all of its investments on a fair
value basis.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities (Continued)

Consequential amendments have been made to
HKFRS 12 and HKAS 27 introduce new disclosure
requirements for investment entities.

The directors of the Company do not anticipate
that the investment entities amendments will have
any effect on the financial information as the
Company is not an investment entity.

Amendments to HKAS 19 Defined Benefit
Plans: Employee Contributions

The amendments to HKAS 19 clarify how an
entity should account for contributions made
by employees or third parties to defined benefit
plans, based on whether those contributions are
dependent on the number of years of service
provided by the employee.

For contributions that are independent of the
number of years of service, the entity may either
recognise the contributions as a reduction in the
service cost in the periods in which the related
service is rendered, or to attribute them to the
employees’ periods of service using the projected
unit credit method; whereas for contributions that
are dependent on the number of years of services,
the entity is required to attribute them to the
employees periods of service.

The directors of the Company do not anticipate
that the application of these amendments to HKAS
19 will have a significant impact on the financial
information as the Group does not have any
defined benefit plans.

70

Notes to the Consolidated Financial Statements

e B R MEE

For the year ended 31 December 2013

FERHET REET BRI B REER
(BB HHEER ) (&)

ERMBREERE10 - BBUBREE
AIE12R R EBEFHERE 27 REFT AR
aHEE (&)

ERMBHREENE12RLEBSHENE
27TREMEHLRBER - USIANEHAREER
ZHRBERE ©

HRAAARLFREER  WARRESZTEG
REBBZEN BT SHMBERBRERNS

@ .
g

RS ERE19RETAI RERFIE -

BE#R ]

ARG ENF19RETAESERE WA
1B B 33 =77 P 2 FUE R M FT I A
iR EMRZEHRECRERRR ZREF
BURTE -

MERBFHRERIHERMNE - BRBAIERE
MRS AE BIRG R HE 2 RIEKARD
U B EBEREBERRKEREZ
B B A T b AR TS 6 BURE 2 AR
- ERARBARHETRERE ZRGHE

>k ook

R AR E Y IR ERFEE - HARE
EXFEAB B ENFE19RETARE
TEHRBENBNERTE



Notes to the Consolidated Financial Statements

n e B S R R Y

For

=

the year ended 31 December 2013

= — g S F

Xa

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Amendments to HKAS 32 Offsetting Financial
Assets and Financial Liabilities

The amendments to HKAS 32 clarify existing
application issues relating to the offset of financial
assets and financial liabilities requirements.
Specifically, the amendments clarify the meaning
of ‘currently has a legally enforceable right of set-
off’ and ‘simultaneous realisation and settlement’.

The directors of the Company do not anticipate
that the application of these amendments to HKAS
32 will have a significant impact on the financial
information as the Group does not have any
financial assets and financial liabilities that qualify
for offset.

Amendments to HKAS 36 Recoverable Amount
Disclosures for Non-Financial Assets

The amendments to HKAS 36 remove the
requirement to disclose the recoverable amount of
a cash generating unit (“CGU”) to which goodwill
or other intangible assets with indefinite useful
lives had been allocated when there has been no
impairment or reversal of impairment of the related
CGU. Furthermore, the amendments introduce
additional disclosure requirements regarding
the fair value hierarchy, key assumptions and
valuation techniques used when the recoverable
amount of an asset or CGU was determined based
on its fair value less costs of disposal.

The directors of the Company do not anticipate
that the application of these amendments to HKAS
36 will have a significant impact on the financial
information.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Amendments to HKAS 39 Novation of
Derivatives and Continuation of Hedge
Accounting

The amendments to HKAS 39 provide relief from
the requirement to discontinue hedge accounting
when a derivative hedging instrument is novated
under certain circumstances. The amendments
also clarify that any change to the fair value of
the derivative hedging instrument arising from the
novation should be included in the assessment of
hedge effectiveness.

The directors of the Company do not anticipate
that the application of these amendments to HKAS
39 will have any effect on the financial information
as the Group does not have any derivatives that
are subject to novation.

HK (IFRIC) — Int 21 Levies

HK (IFRIC) — Int 21 Levies addresses the issue
of when to recognise a liability to pay a levy. The
Interpretation defines a levy, and specifies that the
obligating event that gives rise to the liability is the
activity that triggers the payment of the levy, as
identified by legislation. The Interpretation provides
guidance on how different levy arrangements
should be accounted for, in particular, it clarifies
that neither economic compulsion nor the going
concern basis of financial statements preparation
implies that an entity has a present obligation to
pay a levy that will be triggered by operating in a
future period.
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2. Application of New and Revised Hong 2. ERAHITRKETEBUBHREER

Kong Financial Reporting Standards ((ERMBHREER ] (E)

(“HKFRSs”) (Continued)
HK (IFRIC) — Int 21 Levies (Continued) ER(ARVEBRERBEZEEE) — R28%F 21
SIE(E)

R AREY EETABELE  RARRES
Bt ERAEA(BRMHEREREZRE) —
RN RETEHYBENBREE

The directors of the Company anticipate that the
application of HK (IFRIC) — Int 21 will have no
effect on the financial information as the Group
does not have any levy arrangements.

Except as described above, the directors of B EatESN - RARERTEREAEME B
the Company anticipate that the application of 1B B R E R 5] RIS FT BB 53 & 2 A
the other new and revised HKFRSs that have BrenRKER 2 HBERRERAE Siss
been issued but are not yet effective will have W HmEME  REEEENEATE -

no material impact on the Group’s financial

performance and position and/or disclosures set

out in the consolidated financial statements.

3. Principal Accounting Policies 3. FESHEBE

(a) BEBITEH

(a) Statement of compliance

The consolidated financial statements have RAEMBRRDIBERSSTMASHE

(b)

been prepared in accordance with Hong
Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public
Accountants. In addition, the consolidated
financial statements include applicable
disclosures required by the Rules Governing
the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of
Hong Kong Limited and by the Hong Kong
Companies Ordinance.

Basis of preparation

The consolidated financial statements have
been prepared on the historical cost basis
except for certain financial instruments that
are measured at fair values. Historical cost
is generally based on the fair value of the
consideration given in exchange for goods
and services.

BB BMEEINESR - tLIh - 4R
EUBBRRBERTEREARIMARA
FIRIER EE S E MR REE R FE
BIFTARE 2 BRI E -

(b) mAERE

BETHMBITAERATERFEN  HR
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Principal Accounting Policies
(Continued)

(b)

74

Basis of preparation (Continued)

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:

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

(b)

Basis of preparation (Continued)

o 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.

During the year ended 31 December 2013,
the Group incurred a loss of approximately
HK$45,897,000 and, as of that date,
the Group had net current liabilities of
approximately HK$16,998,000. These
conditions indicate the existence of a
material uncertainty which may cast doubt
about the Group’s ability to continue as a
going concern.

The directors of the Company have taken the
following measures to mitigate the liquidity
issues faced by the Group and to improve its
financial position which include, but are not
limited to, the following:

(i) The Company intends to negotiate with
potential strategic investors in respect
of a possible equity investment in the
Company;

(i)  The Company has reviewed the Group’s
financial and operational position, and
is taking steps to improve cash flow
management of the Group with a view
to conserve productive assets and
operations; and

FE

(b)
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Principal Accounting Policies
(Continued)

(b)

76

Basis of preparation (Continued)

(iii) The substantial shareholder has agreed
to provide continuing financial support
for the Group to meet its liabilities as
and when they fall due.

Provided that the above measures can
successfully improve the liquidity position
of the Group, the directors of the Company
are satisfied that the Group will be able to
meet its financial obligations as and when
they fall due for the foreseeable future.
Accordingly, the directors of the Company
are satisfied that it is appropriate to prepare
the consolidated financial statements on
the going concern basis. Should the Group
be unable to operate as a going concern,
adjustments would have to be made to write
down the value of assets to their recoverable
amounts, to provide for any further liabilities
which might arise and to reclassify non-
current assets and liabilities as current
assets and liabilities. The effect of these
adjustments has not been reflected in the
consolidated financial statements.
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3. Principal Accounting Policies 3. FESHBEE)
(Continued)
(c) Basis of consolidation (c) HERBEEXE
The consolidated financial statements SN E L R P NN DS NN Bk |
incorporate the financial statements of the ZERBNKENBARZHMBHRE - AR
Company and entities controlled by the FIELA T B S T ESIE HI4E -
Company and its subsidiaries. Control is
achieved when the Company:
—  has power over the investee; — BEHERAERAIZEN
— is exposed, or has rights, to variable — FH2HBEREQARZEEmMHEE
returns from its involvement with the ERAE s EARLEEZENE
investee; and [EE:NE
— has the ability to use its power to affect — FBHNERERNZEHERS
its returns. H o
The Company reassesses whether or WA EERBRBER LR =HEH#EE
not it controls an investee if facts and EHHIULELBREY  ARFEE
circumstances indicate that there are AHEE R B EWIRE R aEGIEHIE -
changes to one or more of the three
elements of control listed above.
Consolidation of a subsidiary begins when B8 A B R AN R B ENAS £ BT B A FIE
the Company obtains control over the REREFI A A AR - W AR RS LY
subsidiary and ceases when the Company MR el R AR AR A AR - B E
loses control of the subsidiary. Specifically, 2 RERKRExREERNBARZ K
income and expenses of a subsidiary kX - @R EREZESE 2 A
acquired or disposed of during the year BEEAEEYHMBARZES#ERKRIEZR
are included in the consolidated statement Mt A Ea R EMEEREERA -

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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3. Principal Accounting Policies 3. FESHBEE)

(Continued)

(c) Basis of consolidation (Continued) (c) FERBEERE)
Profit or loss and each item of other BuhkEME2EKECEEE - 5B
comprehensive income are attributed to the RARBER AN RIEZEH R o BNE
owners of the Company and to the non- SEFEFIEEES HBEEMES W
controlling interests. Total comprehensive BRrAlzzHKEEEDEEBERAR
income of subsidiaries is attributed to the RIER A KRS R -

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 NWEFE  WBRARZHMBEHRRE (@
the financial statements of subsidiaries to ERAE USHSHABREERASE g
bring their accounting policies into line with SRR —E -

the Group’s accounting policies.

All intra-group transactions, balances, FIESEERNRS « &7 WAKRRZA
income and expenses and cash flows relating MEREEKERRIZHARS BB
to transactions between members of the EREHNGEA KRB 28U -

Group are eliminated in full on consolidation.

Changes in the Group’s ownership FEEREENBLRAZHEEEEZ
interests in existing subsidiaries #g

Changes in the Group’s ownership interests AEBRWBATIHEEEER 2 Z BN
in subsidiaries that do not result in the Group " EEHRAEEKRENB R R 2
losing control over the subsidiaries are AR BIRIER S - REE
accounted for as equity transactions. The m MIETE G A w2 BREEFE T -
carrying amounts of the Group’s interests DA B H A BN /BB R Rl AR B M 2 2 ) o
and the non-controlling interests are adjusted ISR AESEED T EY
to reflect the changes in their relative REAFEZZHEEENERER - I
interests in the subsidiaries. Any difference HBNARTEAA ©

between the amount by which the non-
controlling interests are adjusted and the fair
value of the consideration paid or received is
recognised directly in equity and attributed to
owners of the Company.
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Principal Accounting Policies
(Continued)

(c)

Basis of consolidation (Continued)

Changes in the Group’s ownership
interests in existing subsidiaries
(Continued)

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 (ii)
the previous carrying amount of the assets
(included goodwill), and liabilities of the
subsidiary and any non-controlling interest.
All amounts previously recognised in other
comprehensive income and accumulated
in equity are accounted for as if the Group
had directly disposed of the related assets
or liabilities (i.e. reclassified to profit or loss
or transferred directly 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.

FE

(c)
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Principal Accounting Policies
(Continued)

(d)

80

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:

. 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;

. 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
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Principal Accounting Policies
(Continued)

(d)

Business combinations (Continued)

J assets (or disposal groups) that
are classified as held for sale in
accordance with HKFRS 5 Non-
current Assets Held for Sale and
Discontinued Operations are measured
in accordance with that Standard.

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

(d)

82

Business combinations (Continued)

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.

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

(d)

Business combinations (Continued)

The subsequent accounting for changes in
the fair value of the contingent consideration
that do not qualify as measurement period
adjustments depends on how the contingent
consideration is classified. Contingent
consideration that is classified as equity is
not remeasured at subsequent reporting
dates and its subsequent settlement is
accounted for within equity. Contingent
consideration that is classified as an asset
or a liability is remeasured at subsequent
reporting dates in accordance with HKAS 39,
or HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets, as appropriate,
with the corresponding gain or loss being
recognised in profit or loss.

When a business combination is achieved in
stages, the Group’s previously held equity
interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date
when the Group obtains control) and the
resulting gain or loss, if any, is recognised in
profit or loss. Amounts arising from interests
in the acquiree prior to the acquisition date
that have previously been recognised in
other comprehensive income are reclassified
to profit or loss where such treatment would
be appropriate if that interest were disposed
of.
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3. Principal Accounting Policies 3. FESHBEE)

(Continued)

(d) Business combinations (Continued) (d) EBEHE)
If the initial accounting for a business WREHEEZ 2ERBRDRTHERS
combination is incomplete by the end B ZVIAGHEE - AEBAIBTR
of the reporting period in which the EHREHEEIEEERE TS - %
combination occurs, the Group reports SETeRENFE8HE(R O AEDR
provisional amounts for the items for AR IERBEINEEXBE IR
which the accounting is incomplete. Those BEEHARUEREFESEEREBRAZ
provisional amounts are adjusted during AR MWAEZEER  BapE
the measurement period (see above), or RNEBERZEH -
additional assets or liabilities are recognised,
to reflect new information obtained about
facts and circumstances that existed at the
acquisition date that, if known, would have
affected the amounts recognised at that date.

(e) Goodwill (e) =&
Goodwill arising on an acquisition of a WIEEBFEE 2B RKEEEES
business is carried at cost as established AR EX g BUR) B 2R EE
at the date of acquisition of the business e (GUESDUN:
(see the accounting policy above) less
accumulated impairment losses, if any.
For the purposes of impairment testing, WREANANS  BESEZEHES
goodwill is allocated to each of the Group’s BEREHBRAB G SASERESEE
cash-generating units (or groups of cash- B (RS ELEEMNBER) -

generating units) that is expected to benefit
from the synergies of the combination.
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Principal Accounting Policies
(Continued)

(e)

()

Goodwill (Continued)

A cash-generating unit to which goodwill
has been allocated is tested for impairment
annually, or more frequently when there is
indication that the unit may be impaired.
If the recoverable amount of the cash-
generating unit is less than its carrying
amount, 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 on a pro-rata basis
based on the carrying amount of each asset
in the unit. Any impairment loss for goodwill

is recognised directly in 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 profit or
loss on disposal.

The Group’s policy for goodwill arising on the
acquisition of an associate or a joint venture
is described below.

Investments in associates and joint
ventures

An associate is an entity over which the
Group has significant influence. Significant
influence is the power to participate in the
financial and operating policy decisions of
the investee but is not control or joint control
over these policies.
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Principal Accounting Policies
(Continued)
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Investments in associates and joint
ventures (Continued)

A joint venture is a joint arrangement
whereby the parties that have joint control
of the arrangement have rights to net assets
of the joint arrangement. Joint control is
the contractually agreed sharing of control
of an arrangement, which exists only when
decisions about the relevant activities require
unanimous consent of the parties sharing
control.

The results and assets and liabilities of
associate or joint ventures are incorporated
in these consolidated financial statements
using the equity method of accounting,
except when the investment, or portion
thereof, is classified as held for sale, in
which case it is accounted for in accordance
with HKFRS 5. Under the equity method, an
investment in an associate or a joint venture
is initially recognised in the consolidated
statement of financial position at cost
and adjusted thereafter to recognise the
group’s share of the profit or loss and other
comprehensive income of the associate or
joint venture. When the Group’s share of
losses of an associate or a joint venture
exceeds the Group’s interest in that
associate or joint venture (which includes
any long-term interests that,
form part of the Group’s net investment in
the associate or joint venture), the Group
discontinues recognising its share of further
losses. Additional losses are recognised only
to the extent that the Group has incurred
legal or constructive obligation or made
payments on behalf of the associate or joint
venture.

in substance,
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Principal Accounting Policies
(Continued)
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Investments in associates and joint
ventures (Continued)

An investment in an associate or a joint
venture is accounted for using the equity
method from the date on which the investee
becomes an associate or a joint venture. On
acquisition of the investment in an associate
or a joint venture, any excess of the cost of
the investment over the Group’s share of the
net fair value of the identifiable assets and
liabilities of the investee is recognised as
goodwill, which is included within the carrying
amount of the investment. Any excess of
the Group’s share of the net fair value of
the identifiable assets and liabilities over the
cost of the investment, after reassessment,
is recognised immediately on profit or loss
on the period in which the investment is
acquired.

The requirement of HKAS 39 are applied
to determine whether it is necessary to
determine any impairment loss with respect
to the Group’s investment in an associate
or a joint venture. When necessary, the
entire carrying amount of the investment
(including goodwill) is tested for impairment
in accordance with HKAS36 Impairment
of Assets as a single asset by comparing
its recoverable amount (higher of value
in use and fair value less costs to sell)
with its carrying amount, any impairment
loss recognised form part of the carrying
amount of the investment. Any reversal
of that impairment loss is recognised in
accordance with HKAS 36 to the extent that
the recoverable amount of the investment
subsequently increases.
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Principal Accounting Policies
(Continued)
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Investments in associates and joint
ventures (Continued)

The Group discontinues the use of the equity
method from the date when the investment
ceases to be an associate or a joint venture,
or when the investment (or portion thereof) is
classified as held for sale. When the Group
retains an interest in the former associate
or joint venture and the retained interest is
a financial asset, the Group measures the
retained interest at fair value at the date and
the fair value is regarded as its fair value on
initial recognition in accordance with HKAS
39. The difference between the carrying
amount of the associate or joint venture at
the date the equity method was discontinued,
and the fair value of any retained interest
and proceeds from disposing of part interest
in the associate or joint venture is included
in the determination of the gain or loss on
disposal of the associate or joint venture.
In addition, the Group accounts for all
amounts previously recognised in other
comprehensive income in relation to that
associate or joint venture on the same basis
as would be required if that associate or
joint venture had directly disposed of the
related assets or liabilities. Therefore, of a
gain or loss previously recognised in other
comprehensive income by that associate or
joint venture would be reclassified to profit
or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss (as a
reclassification adjustment) when the equity
method is discontinued.
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Principal Accounting Policies
(Continued)

()

Investments in associates and joint
ventures (Continued)

The Group continues to use the equity
method when an investment in an associate
becomes an investment in a joint venture or
an investment in a joint venture becomes
an investment in an associate. There is
no remeasurement to fair value upon such
changes in ownership interest.

When the Group reduces its ownership
interest in an associate or a joint venture
but the Group continues to use the equity
method, the Group reclassifies to profit or
loss the proportion of the gain or loss that
had previously been recognised in other
comprehensive income relating to that
reduction in ownership interest if that gain
or loss would be reclassified to profit or
loss on the disposal of the related assets or
liabilities.

When a group entity transacts with an
associate or a joint venture of the Group
(such as a sale or contribution of assets),
profits and losses resulting from the
transaction with the associate or joint venture
are recognised in the Group’s consolidated
financial statements only to the extent of
interests in the associate or joint venture that
are not related to the Group.
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Principal Accounting Policies
(Continued)

(9)

90

Revenue recognition

Revenue is measured at the fair value of
the consideration received or receivable.
Provided it is probable that the economic
benefits will flow to the Group and the

revenue and costs,

if applicable, can be

measured reliably. Revenue is recognised in
profit and loss as follows:

(i)

(ii)

revenue from provision of technical
services is recognised when services
are rendered; and

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 estimated future cash
receipts through the expected life of
the financial asset to that asset’s net
carrying amount on initial recognition.
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3. Principal Accounting Policies
(Continued)

(h)

Property, plant and equipment

Property, plant and equipment are stated
at cost less subsequent accumulated
depreciation and subsequent accumulated
impairment loss, if any.

Depreciation is provided to write off the cost
or valuation of items of property, plant and
equipment, after taking into account of their
estimated residual value, if any, using the
straight-line method over their estimated
useful lives commencing on the date of
completion of construction for the intended
use, at the following rates:

Plant and equipment 3'/5% to 25% per annum
Assets held under finance leases are
depreciated over their expected useful lives
on the same basis as owned assets or,
where shorter, the term of the relevant lease.

An item of property, plant and equipment
is derecognised upon disposal or when no
future economic benefits are expected to
arise from the continued use of the asset.
Any gain or loss arising on derecognition
of the asset (calculated as the difference
between the net disposal proceeds and the
carrying amount of the item) is included in
the consolidated statement of profit or loss in
the year in which the item is derecognised.
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Principal Accounting Policies
(Continued)
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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.

The Group as lessor

Amounts due from lessees under finance
leases are recognised as receivables at the
amount of the Group’s net investment in the
leases. Finance lease income is allocated to
accounting periods so as to reflect a constant
periodic rate of return on the Group’s net
investment outstanding in respect of the
leases.

Rental income from operating leases is
recognised on a straight-line basis over the
term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an
operating lease are added to the carrying
amount of the leased asset and recognised
on a straight-line basis over the lease term.
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Principal Accounting Policies
(Continued)
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Leasing (Continued)

The Group as lessee

Assets held under finance leases are initially
recognised as assets of the Group at their
fair value at the inception of the lease or, if
lower, at the present value of the minimum
lease payments. The corresponding liability
to the lessor is included in the consolidated
statement of financial position as a finance
lease obligation.

Lease payments are apportioned between
finance expenses and reduction of the lease
obligation so as to achieve a constant rate
of interest on the remaining balance of the
liability. Finance expenses are recognised
immediately in profit or loss, unless they
are directly attributable to qualifying assets,
in which case they are capitalised in
accordance with the Group’s general policy
on borrowing costs (see the accounting
policy below). Contingent rentals are
recognised as expenses in the periods in
which they are incurred.

Operating lease payments are recognised as
an expense on a straight-line basis over the
lease term, except where another systematic
basis is more representative of the time
pattern in which economic benefits from
the leased asset are consumed. Contingent
rentals arising under operating leases are
recognised as an expense in the period in
which they are incurred.
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Leasing (Continued)

The Group as lessee (Continued)

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, except where another
systematic basis is more representative of
the time pattern in which economic benefits
from the leased asset are consumed.

Foreign currencies

In preparing the financial statements of
each individual group entity, transactions
in currencies other than the entity’s
functional currency (foreign currencies)
are recognised at the rates of exchange
prevailing at 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 carried at
fair value that are denominated in foreign
currencies are retranslated at the rates
prevailing at the date when the fair value
was determined. Non-monetary items that
are measured in terms of historical cost in a
foreign currency are not retranslated.
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Principal Accounting Policies
(Continued)

1)

Foreign currencies (Continued)

Exchange differences on monetary items are
recognised in profit or loss in the period in
which they arise except for:

U exchange differences on foreign
currency borrowings relating to assets
under construction for future productive
use, which are included in the cost of
those assets when they are regarded
as an adjustment to interest costs on
those foreign currency borrowings;

o exchange differences on transactions
entered into in order to hedge certain
foreign currency risks (see the
accounting policies below); and

J exchange differences on monetary
items receivable from or payable to a
foreign operation for which settlement
is neither planned nor likely to occur
(therefore forming part of the net
investment in the foreign operation),
which are recognised initially in other
comprehensive income and reclassified
from equity to profit or loss on
repayment of the monetary items.
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Foreign currencies (Continued)

For the purposes of presenting 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 expense items
are translated at the average exchange
rates for the period, unless exchange
rates fluctuate significantly during that
period, in which case the exchange rates
at the dates of the transactions are used.
Exchange differences arising, if any, are
recognised in other comprehensive income
and accumulated in equity under the heading
of foreign currency translation reserve
(attributed to non-controlling interests 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 partial disposal
of an interest in a joint arrangement or an
associate that includes a foreign operation
of which the retained interest becomes
a financial asset), 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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Principal Accounting Policies
(Continued)

1)

Foreign currencies (Continued)

In addition, in relation to a partial disposal of
a subsidiary that includes a foreign operation
that does not result in the Group losing
control over the subsidiary, the proportionate
share of accumulated exchange differences
is re-attributed to non-controlling interests
and are not recognised in profit or loss.
For all other partial disposals (i.e. partial
disposals of associates or joint ventures that
do not result in the Group losing significant
influence or joint control), the proportionate
share of the accumulated exchange
differences is reclassified to profit or loss.

Goodwill and fair value adjustments on
identifiable assets acquired and liabilities
assumed arising on the acquisition of a
foreign operation are treated as assets
and liabilities of the foreign operation and
translated at the rate of exchange prevailing
at the end of each reporting period.
Exchange differences arising are recognised
in other comprehensive income.
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3. Principal Accounting Policies 3. FESHBEE)
(Continued)
(k) Mineral exploration and evaluation (k) EYBHERRIEHEEX

expenditure

Ongoing costs of acquisition, exploration W EE  BVIR KT 2 BRI ¥ 2
and evaluation are capitalised as tangible REERKAERN L AR EENEFLE
assets or intangible assets at cost on initial BE o RYIZTHERE  ZEEEERKA
recognition. Subsequent to initial recognition, MR EM R RERBESE WEEE
these assets are stated at cost less any FIERBEREENMEMER T HER S
accumulated impairment losses. They are ReBBE AUt 45 - Bl@ETRE
assessed for impairment when facts and fd ©

circumstances suggest that the carrying
amount of captialised exploration and
evaluation expenditures may exceed their
recoverable amount.

When the technical feasibility and EREEAERERMEEE LB
commercial viability of extracting natural 7 EREER L ZBREERTERELE
resources become demonstrable, previously FOBABRFEABREE - ZZFEER
capitalized exploration and evaluation B BRI EITRER S

expenditures are reclassified as either
intangible or tangible assets. These
assets are assessed for impairment before
reclassification.

Impairment of capitalized exploration and EZX LB FER 5L 2 hE
evaluation expenditures

The carrying amount of the capitalized EERNMEMR R AR 2 REESR
exploration and evaluation expenditures BEBSHERZE 65 EERE] -
are reviewed annually and adjusted for ERFEN MMM —BS G ERE
impairment in accordance with HKAS 36 FEUT AR A 7] B M A YR Bl I 1T AR Y -
“Impairment of Assets” whenever one of the WAEH R EFAZE(ATEELIFEE S
following events or changes in circumstances &) :

indicate that the carrying amount may not be
recoverable (the list is not exhaustive):
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Principal Accounting Policies
(Continued)

(k)

Mineral exploration and evaluation
expenditure (Continued)

Impairment of capitalized exploration and
evaluation expenditures (Continued)

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
mineral resources in the specific area
is neither budgeted nor planned;

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

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.

An impairment loss is recognised in the
consolidated statement of profit or loss and
other comprehensive income whenever the
carrying amount of an asset exceeds its
recoverable amount.

(k)
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3. Principal Accounting Policies
(Continued)

() 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.

(m) Employee benefits

(i) Short Term Employee Benefits
and Contributions to Defined
Contribution Retirement Plans

Salaries, annual bonuses,
annual leave, contributions to defined
contribution retirement plans and
the cost of non-monetary benefits
are accrued in the year in which the
associated services are rendered
by employees. Where payment or
settlement is deferred and the effect
would be material, these amounts are

stated at their present values.
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Principal Accounting Policies
(Continued)

(m) Employee benefits (Continued)

(i)

Share-based Payments

For grants of share options that are
conditional upon satisfying specified
vesting conditions, the fair value of
services received is determined by
reference to the fair value of share
options granted at the grant date
and is expensed on a straight-line
basis over the vesting period, with a
corresponding increase in equity (share
options reserve).

At the end of the reporting period,
the Group revises its estimates of the
number of options that are expected
to ultimately vest. The impact of the
revision of the original estimates, if any,
is recognised in profit or loss such that
the cumulative expense reflects the
revised estimate, with a corresponding
adjustment to share options reserve.

For share options that vest immediately
at the date of grant, the fair value of
the share options granted is expensed
immediately to profit or loss.

When share options are exercised, the
amount previously recognised in share
options reserve will be transferred to
share premium. When share options
are forfeited after the vesting date or
are still not exercised at the expiry
date, the amount previously recognised
in share options reserve will be
transferred to retained earnings.
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3. Principal Accounting Policies 3. FESHBEE)
(Continued)
(m) Employee benefits (Continued) (m) EEEFE)
(iii) Termination Benefits (iii) BEBAEF
Termination benefits are recognized BBENDE REZE AEEHBARE
when, and only when, the Group WHEFEEFRIFERNKBEBER
demonstrably commits itself to ERATEE RS 2 SR IERFTEIM
terminate employment or to provide B FEEEEEBIRHBART
benefits as a result of voluntary LARERR. ©
redundancy by having a detailed formal
plan which is without realistic possibility
of withdrawal.
(n) Taxation (n) %\
Income tax expense represents the sum of FriS it F 2 I8 AN B FE 5 A 18 [ R AE B 18
the tax currently payable and deferred tax. ZHAFN
The tax currently payable is based on 7 B FE S B IE TY IR G A FE AR B0 I AT
taxable profit for the year. Taxable profit HoBRVORMNEBGE B KEMEE
differs from profit as reported in the Wes KPR Ea N AR - TR EMmER
consolidated statement of profit or loss and ZERB R AIINRMA KA IEE T E
other comprehensive income because of BARBH TR AR - REBZ AR
items of income or expense that are taxable HBIBaEDAEZEREARE S EK
or deductible in other years and items REFIE 2L E -

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.
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Principal Accounting Policies
(Continued)

(n)

Taxation (Continued)

Deferred tax is recognised on temporary
differences between the carrying amounts
of assets and liabilities in the consolidated
financial statements and the corresponding
tax bases 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 differences to the extent that it is
probable that taxable profits will be available
against which those deductible temporary
differences can be utilised. Such deferred
tax 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, and interests in joint ventures,
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 and interests 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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Principal Accounting Policies
(Continued)

(n)
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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 profits 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 realised, based on
tax rates (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 they relate
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 current tax or deferred tax arises
from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.
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Principal Accounting Policies
(Continued)

(0)

Impairment of tangible and intangible
assets other than goodwill

At the end of each reporting period, the
Group reviews the carrying amounts of its
tangible and intangible assets with finite
useful lives 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).

Intangible assets with indefinite useful lives
and intangible assets not yet available
for use are tested for impairment at least
annually, and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair
value less costs to sell 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 the cash-generating unit)
is reduced to its recoverable amount. An
impairment loss is recognised immediately in
profit or loss.
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(Continued)
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Impairment of tangible and intangible
assets other than goodwill (Continued)

When 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 cash-generating unit) in prior
years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Financial instruments

Financial assets and financial liabilities are
recognised 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 (other than financial
assets and financial liabilities at fair value
through profit or loss) are added to or
deducted from the fair value of the financial
assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs
directly attributable to the acquisition of
financial assets or financial liabilities at fair
value through profit or loss are recognised
immediately in profit or loss.
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Principal Accounting Policies
(Continued)

(p)

Financial instruments (Continued)

Financial assets

Financial assets are classified into the
following specified categories: financial
assets “at fair value through profit or loss”
(FVTPL), “held-to-maturity” investments,
“available-for-sale” (AFS) financial
assets and “loans and receivables”. The
classification depends on the nature and
purpose of the financial assets and is
determined at the time of initial recognition.
All regular way purchases or sales of
financial assets are recognised and
derecognised on a trade date basis. Regular
way purchases or sales are purchases
or sales of financial assets that require
delivery of assets within the time frame
established by regulation or convention in
the marketplace. The financial assets of the
group include loan and receivables only.

— 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 and points 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.
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3. Principal Accounting Policies
(Continued)

(p)
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Financial instruments (Continued)

Financial assets (Continued)

— Effective interest method (Continued)

Income is recognised on an effective interest
basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables (including
amount due from associates, trade and
other receivables, and cash and bank
balances) are measured at amortised cost
using the effective interest method, less any
impairment.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables when the recognition of interest
would be immaterial.
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3. Principal Accounting Policies 3. FESHBEE)
(Continued)
(p) Financial instruments (Continued) (p) MBIAE)
Financial assets (Continued) BBEEE)
Impairment of financial assets BB EERE
Financial assets are assessed for indicators M58 ER S WS ARTEE TRED
of impairment at the end of each reporting R MERBEBEIPNTHERIBEE
period. Financial assets are considered to be EEREREZ - HASHEHSMBEE
impaired when there is objective evidence ZEFTARKRREREZRFE  BPHK
that, as a result of one or more events that BESWR A THE TEIEEITE
occurred after the initial recognition of the FELAT&IE

financial asset, the estimated future cash
flows of the investment have been affected.
For financial assets, objective evidence of
impairment could include:

. significant financial difficulty of the . BITAREF R AEERMERE
issuer or counterparty; or ok

. breach of contract, such as a default . BA - mReEZAFES A T
or delinquency in interest or principal sk
payments; or

. it becoming probable that the borrower . BRABAIRERENETHEE
will enter bankruptcy or financial re- 4 5 3k
organisation; or

. the disappearance of an active market . AR mSZIEEERER
for that financial asset because of PR o

financial difficulties.
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3. Principal Accounting Policies
(Continued)

(p)
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Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For certain categories of financial assets,
such as trade receivables, 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, an increase in the
number of delayed payments in the portfolio
past the average credit period of 60 days,
as well as observable changes in national or
local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised
cost, the amount of the impairment loss
recognised is the difference between the
asset’s carrying amount and the present
value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost, the
amount of the impairment loss is measured
as the difference between the asset’'s
carrying amount and the present value of the
estimated future cash flows discounted at
the current market rate of return for a similar
financial asset. Such impairment loss will not
be reversed in subsequent periods (see the
accounting policy below).
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Principal Accounting Policies
(Continued)

(p)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

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

For financial assets measured at amortised
cost, if, in a subsequent period, the amount
of the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised, the previously recognised
impairment loss is reversed through profit or
loss to the extent that the carrying amount
of the investment at the date the impairment
is reversed does not exceed what the
amortised cost would have been had the
impairment not been recognised.

FE
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3. Principal Accounting Policies 3. FESHBEE)

(Continued)

(p) Financial instruments (Continued) (p) MBIAE)
Financial liabilities and equity HMBEERKRATA
instruments
Debt and equity instruments issued by a SEERBET I EBRRATARES
group entity are classified as either financial NPz EBRNERMBEBERRKRAT
liabilities or as equity in accordance with the B EENBERUMBAGBIAAE -
substance of the contractual arrangements
and the definitions of a financial liability and
an equity instrument.
Equity instruments BRAETR
An equity instrument is any contract that BRATATNEAEREESHREMRA
evidences a residual interest in the assets of BEBRGERS ZEMAH - REMEEE
an entity after deducting all of its liabilities. TZBRATRRBEWAMERIBIREE
Equity instruments issued by the Group are BELTRRARHERR ©
recognised at the proceeds received, net of
direct issue costs.
Repurchase of the Company’s own equity AR BEEAGES T ANERERR
instruments is recognised and deducted HEMR - XAGEIEE - BE - #1T3K
directly in equity. No gain or loss is HHEAGESTETERNEBRRERS
recognised in profit or loss on the purchase, s A EE o
sale, issue or cancellation of the Company’s
own equity instruments.
Other financial liabilities BB HE
Other financial liabilities (including other H Al A< R IR B 1% £R A BB R 20K DA
payables, amounts due to a director HEKAGTE - ERMBERE I A ZER
and a shareholder, bank borrowings and TLABK AN 51 B8R Bl & o ©

promissory note) are subsequently measured
at amortised cost using the effective interest
method, unless the effect of discounting
would not be material, in which case they are
stated at cost.
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Principal Accounting Policies
(Continued)

(p)

Financial instruments (Continued)

Financial liabilities and equity
instruments (Continued)

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 and points 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.

Convertible notes

Convertible notes issued by the Company
are classified separately as financial
liabilities and equity in accordance with the
substance of the contractual arrangements
and the definitions of a financial liability and
an equity instrument. Conversion option that
will be settled by the exchange of a fixed
amount of cash or another financial asset for
a fixed number of the Company’s own equity
instruments is an equity instrument.
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3. Principal Accounting Policies
(Continued)

(p)

114

Financial instruments (Continued)

Convertible notes (Continued)

At the date of issue, the fair value of the
liability component is estimated using the
prevailing market interest rate for similar
non-convertible instruments. This amount is
recorded as a liability on an amortised cost
basis using the effective interest method
until extinguished upon conversion or at the
instrument’s maturity date.

The conversion option classified as equity
is determined by deducting the amount
of the liability component from the fair
value of the compound instrument as a
whole. This is recognised and included in
equity, net of income tax effects, and is not
subsequently remeasured. In addition, the
conversion option classified as equity will
remain in equity until the conversion option
is exercised, in which case, the balance
recognised in equity will be transferred to
share premium. Where the conversion option
remains unexercised at the maturity date of
the convertible note, the balance recognised
in equity will be transferred to retained
profits. No gain or loss is recognised in profit
or loss upon conversion or expiration of the
conversion option.
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Principal Accounting Policies
(Continued)

(p)

Financial instruments (Continued)

Convertible notes (Continued)

Transaction costs that relate to the issue of
the convertible notes are allocated to the
liability and equity components in proportion
to the allocation of the gross proceeds.
Transaction costs relating to the equity
component are recognised directly in equity.
Transaction costs relating to the liability
component are included in the carrying
amount of the liability component and are
amortised over the lives of the convertible
notes 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, or when it
transfers the financial asset and substantially
all the risks and rewards of ownership of
the asset to another entity. If the Group
neither transfers nor retains substantially
all the risks and rewards of ownership and
continues to control the transferred asset,
the Group continues to recognise the asset
to the extent of its continuing involvement
and recognises an associated liability. If
the Group retains substantially all the risks
and rewards of ownership of a transferred
financial asset, the Group continues to
recognise the financial asset and also
recognises a collateralised borrowing for the
proceeds received.
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3. Principal Accounting Policies 3. FESHBERAE

(Continued)

(p) Financial instruments (Continued) (p) MBIAE)
Derecognition (Continued) BUBRER (&)
On derecognition of a financial asset in ZHBUEERV B EER - BEREE
its entirety, the difference between the HBP W RERREAGEARNEMEE
asset’s carrying amount and the sum of the Hﬁl*‘_’\&ﬁ/\\%?ﬁ%#ﬁﬁumz%ﬁﬁﬁ
consideration received and receivable and ZE N e

the cumulative gain or loss that had been
recognised in other comprehensive income
and accumulated in equity is recognised in
profit or loss.

On derecognition of a financial asset other % 2 EBUH RN -

than in its entirety, the Group allocates the ERN 558 ﬁﬁ%ﬁ?ZﬂfﬂEﬁ
previous carrying amount of the financial (ER ?FETFEEERU%%f/,\Z‘B
asset between the part it continues to BRER

recognise, and the part it no longer EW%FW’E& D BE o THRERIH D
recognises on the basis of the relative EEZWEETEE@EE\,\WEEEH& EE%
fair values of those parts on the date of TEERBS 2EWRERE

the transfer. The difference between the Al Rt W s sk 1B 2 4 %IJZ%%ET&EATE
carrying amount allocated to the part that wm AR o ERNEHM 2 E KR ﬁEpUZE
is no longer recognised and the sum of the aﬂlﬁz/\ﬁkﬁéﬁﬁ ’

consideration received for the part no longer BRI, 2HERAFLEEMERIED
recognised and any cumulative gain or loss PaN

allocated to it that had been recognised in
other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that
had been recognised in other comprehensive
income is allocated between the part that
continues to be recognised and the part that
is no longer recognised on the basis of the
relative fair values of those parts.

116

REUHFER U 15 &

DREERBZBEA

HHREB RIS D



Notes to the Consolidated Financial Statements

n e B S R R Y

For the year ended 31 December 2013

£l £

3.

At

Principal Accounting Policies
(Continued)

()

(a)

Financial instruments (Continued)
Derecognition (Continued)

The Group derecognises financial liabilities
when, and only when, the Group’s
obligations are discharged, cancelled or
they expire. A substantial modification of
the terms of an existing financial liability is
accounted for as an extinguishment of the
original financial liability and the recognition
of a new financial liability. Modification is
deemed to be substantial if the net present
value of the cash flows under the modified
terms, including any fees paid or received,
is at least 10 percent different from the net
present value of the remaining cash flows
of the liability prior to the modification, both
discounted at the original effective interest
rate of the liability prior to the modification.
On derecognition, the difference between
the carrying amount of a financial liability
derecognised/extinguished and the
consideration paid and payable, including
any non-cash assets transferred or liabilities
assumed, is recognised in profit or loss.

Financial guarantees issued, provisions
and contingent liabilities

(i)  Financial guarantees issued

Financial guarantees are contracts that
require the issuer (i.e. the guarantor) to
make specified payments to reimburse
the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs
because a specified debtor fails to
make payment when due in accordance
with the terms of a debt instrument.
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(a)
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Principal Accounting Policies
(Continued)

(a)

118

Financial guarantees issued, provisions
and contingent liabilities (Continued)

()

Financial guarantees issued
(Continued)

Where the group issues a financial
guarantee, the fair value of the
guarantee (being the transaction price,
unless the fair value can otherwise
be reliably estimated) is initially
recognised as deferred income within
trade and other payables. Where
consideration is received or receivable
for the issuance of the guarantee,
the consideration is recognised in
accordance with the group’s policies
applicable to that category of asset.
Where no such consideration is
received or receivable, an immediate
expense is recognised in profit or loss
on initial recognition of any deferred
income.

The amount of the guarantee initially
recognised as deferred income is
amortised in profit or loss over the
term of the guarantee as income
from financial guarantees issued. In
addition, provisions are recognised
in accordance with note (q)(iii) below
if and when (i) it becomes probable
that the holder of the guarantee
will call upon the group under the
guarantee, and (ii) the amount of that
claim on the group is expected to
exceed the amount currently carried
in trade and other payables in respect
of that guarantee i.e. the amount
initially recognised, less accumulated
amortisation.
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Principal Accounting Policies
(Continued)

(a)

Financial guarantees issued, provisions
and contingent liabilities (Continued)

(i)

Contingent liabilities assumed in
business combinations

Contingent liabilities assumed in
a business combination which are
present obligations at the date of
acquisition are initially recognised
at fair value, provided the fair value
can be reliably measured. After their
initial recognition at fair value, such
contingent liabilities are recognised
at the higher of the amount initially
recognised, less accumulated
amortisation where appropriate, and
the amount that would be determined
in accordance with note (q)(iii) below.
Contingent liabilities assumed in a
business combination that cannot be
reliably fair valued or were not present
obligations at the date of acquisition
are disclosed in accordance with note
(q)(iii) below.
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Principal Accounting Policies
(Continued)

(a)

120

Financial guarantees issued, provisions
and contingent liabilities (Continued)

(iii) Other provisions and contingent

liabilities

Provisions are recognised for other
liabilities of uncertain timing or amount
when the group or the company has
a legal or constructive obligation
arising as a result of a past event, it is
probable that an outflow of economic
benefits will be required to settle the
obligation and a reliable estimate can
be made. Where the time value of
money is material, provisions are stated
at the present value of the expenditure
expected to settle the obligation.

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

(r) Related parties

(a)

(b)

A person, or a close member of that
person’s family, is related to the group
if that person:

(i)

(i)

(i)

has control or joint control over
the group;

has significant influence over the
group; or

is @ member of the key management
personnel of the group or the
group’s parent.

An entity is related to the group if any
of the following conditions applies:

(i)

(i)

(iii)

(iv)

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

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

Both entities are joint ventures of
the same third party.

One entity is a joint venture of a
third entity and the other entity is
an associate of the third entity.
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Principal Accounting Policies
(Continued)

(r)

122

Related parties (Continued)

(b)

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

(v) The entity is a post-employment
benefit plan for the benefit of
employees of either the group or
an entity related to the group.

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

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

Close members of the family of a
person are those family members
who may be expected to influence, or
be influenced by, that person in their
dealings with the entity.
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3. Principal Accounting Policies
(Continued)

(s)

Segment reporting

Operating segments, and the amounts of
each segment item reported in the financial
statements, are identified from the financial
information provided regularly to the group’s
most senior executive management for the
purposes of allocating resources to, and
assessing the performance of, the group’s
various lines of business and geographical
locations.

Individually material operating segments
are not aggregated for financial reporting
purposes unless the segments have similar
economic characteristics and are similar
in respect of the nature of products and
services, the nature of production processes,
the type or class of customers, the methods
used to distribute the products or provide the
services, and the nature of the regulatory
environment. Operating segments which are
not individually material may be aggregated
if they share a majority of these criteria.
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Significant Accounting Judgements and
Estimation

Critical judgements in applying accounting
policies

In the application of the Group’s accounting
policies, which are described in note 3,
management has made the following judgement
which has the most significant effect on the
amounts recognised in the consolidated financial
statements.

Joint arrangements

As at 31 December 2013 and 2012, the Group
holds 80% and 21% (2012: 80% and 21%)
participating interests and voting rights of
joint arrangements in Philippines and Brunei
respectively. The Group has joint controls over
these arrangements as under the contractual
agreements, unanimous consent is required from
all parties to the agreements for the relevant
activities.

The Group’s joint arrangements are structured
as unincorporated consortiums and provide the
Group and the parties to the agreements with
rights to the net assets of the unincorporated
consortiums under the arrangements. Therefore,
based on the judgement of the management, these
arrangements are classified as joint ventures in
the consolidated financial statements.

Key sources of estimation uncertainty

The key assumptions concerning the future
and other key sources 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 the Group’s assets
and liabilities within the next financial year are
discussed below.
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Significant Accounting Judgements and
Estimation (Continued)

Impairment of assets and assessment of cash
generating units (“CGU”)

The Group reviews the carrying value of its
interests in associates and interests in joint
ventures to determine whether there is any
indication that those assets are impaired. In
making assessments for impairment, assets that
do not generate independent cash flows are
allocated to an appropriate CGU. The recoverable
amount of those assets, or CGU, is measured at
the higher of their fair value less costs to sell and
value in use.

Management necessarily applies its judgement
in allocating assets to CGUSs, in estimating the
probability, timing and value of underlying cash
flows and in selecting appropriate discount rates
to be applied within the value in use calculation.
Subsequent changes to CGU allocation or
estimates and assumptions in the value in use
calculation could impact the carrying value of the
respective assets.

Changes to the assumptions underlying the
assessment of the recoverable value may
result in changes to impairment charges, either
through further impairment charges or reversal
of previously recognised impairments, which
could have a significant impact on the financial
information in future periods. In addition, any
delays, increases in the total forecast cost
of planned projects or negative outcomes to
exploration and evaluation activities could lead to
further impairment charges in the future.

As at 31 December 2013, the carrying amounts
of interests in associates and joint ventures
were approximately HK$43,955,000 and
HK$1,383,033,000 respectively (2012: approximately
HK$60,945,000 and HK$1,389,541,000
respectively).
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Significant Accounting Judgements and
Estimation (Continued)

Exploration and evaluation costs

The Group’s accounting policy for exploration and
evaluation expenditure results in such expenditure
being capitalised for those projects for which such
expenditure is considered likely to be recoverable
through future extraction activity or sale, or for
which the exploration activities have not reached
a stage which permits a reasonable assessment
of the existence of reserves. This policy requires
management to make certain estimates and
assumptions as to future events and circumstances,
in particular whether the Group will proceed with
development based on existence of reserves
or whether an economically viable extraction
operation can be established. Such estimates and
assumptions may change from period to period as
new information becomes available. If, subsequent
to the exploration and evaluation expenditure
capitalised, a judgement is made that recovery of
the expenditure is unlikely or the project is to be
abandoned, the relevant capitalised amount will be
written off to profit or loss.

As at 31 December 2013, the carrying amount
of deferred exploration expenditure was
approximately HK$23,707,000 (2012: approximately
HK$22,415,000).

Valuation of financial instruments

The Group uses valuation techniques that include
inputs that are not based on observable market
data to estimate the fair value of certain types of
financial instruments. Notes 27 and 28 provide
detailed information about the key assumptions
used in the determination of the fair value of
financial instruments, as well as the detailed
sensitivity analysis for these assumptions.

The directors believe that the chosen valuation
techniques and assumptions used are appropriate
in determining the fair value of financial
instruments.

As at 31 December 2013, the carrying amounts
of convertible bonds and promissory notes were
approximately HK$123,161,000 and HK$Nil
respectively (2012: approximately HK$120,654,000
and HK$8,456,000 respectively).
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5. Turnover and Other Revenue 5. =K HEMWKE

(@) An analysis of the Group’s turnover for the (a) AEBZARFEEEBEHINTNOT :
year is as follows:

HK$’000 HK$’000
BYFT B For
Provision of technical services R RS = 462
(b) An analysis of the Group’s other revenue for (b) AEBZARFEHEMPZESITOT :

the year is as follows:

HK$°000 HK$’000
BEFT BT T
Bank interest income RITH BULA 3 1

6. Finance Costs

HK$’000 HK$’000
BYFTT BEFT

Interest on bank borrowing not wholly RITER(BERAFA
repayable within five years 2EER)FE 188 384
Effective interest on promissory note AN RIEZERFIE 761 884
Effective interest on convertible bonds AR ES 2 BRFIE 15,844 13,192
16,793 14,460
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7. Loss Before Tax 7. BREAEE
Loss before tax is arrived at after charging: BRI AIEEEIBRATIER ¢

HK$’000 HK$’000
BYFTT B FT
Staff costs (including directors’ BIRA(BEEZME)
remuneration)
— Salaries and other benefits — e REAMET] 8,725 9,782
— Retirement scheme defined — RIRET B
contributions 256 316
8,981 10,098
Auditors’ remuneration ZE AN &
Audit services EBizR% 438 438
Non-audit services EEZIRTE = —
438 438
Depreciation of property, plant and M - BERZETE
equipment 220 377
Loss on disposal of property, plant and BRI - BEREREZ
equipment [E518 7 =
Impairment loss on other receivables H i FE OB E S 18 — 601
Operating lease payments for land and T REFREZREZ
buildings and equipment EEHA IR 2,006 2,676
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Income Tax

Income tax recognised in profit or loss

REBEHEAERZAEH

HK$’000 HK$’000
BT B FT

Current tax: ANEABEIE
— Hong Kong — &BE — —
— PRC enterprise income tax — P B ERSH = =
— Other jurisdictions — HEfhRERERR — —
Deferred tax EIERTIA 2,482 2,159
Income tax credit for the year KEEBERER 2,482 2,159

Hong Kong profits tax is calculated at the rate of
16.5% (2012: 16.5%) on the estimated assessable
profit for the year.

PRC subsidiaries are subject to PRC enterprise
income tax at the rate of 25% (2012: 25%).
Taxation arising in other jurisdictions is calculated
at the rates prevailing in the relevant jurisdictions.

Deferred tax for the year represents tax income
recognised on reversal of temporary differences
arising from convertible bonds.

No deferred tax asset has been recognized on
losses for the year of approximately HK$185,000
(2012: HK$487,000) due to unpredictability stream
of future taxable profits that will be available
against which the tax losses can be utilized.

There was no material unprovided deferred tax
charge for the year (2012: Nil).

EBFNESRDNIEANEE A ERE G IE
16.5% (= Z——14F : 16.5%) ZFHR:+HE -

RN EARER25% (ZE— —F : 25%)
RERENAPROERER o NEMANEAERE
HZ BB R AR 2 BT R E -

REE 2T IR BB E AR A 75 P E £
2 RER I HBEYRA -

ER A AT FI R 75 B 1 1R 48 2 R SR FE R A s A1) 2
FOREE DATER - M BB AR FE BB A
185,000 70( = F — = : 48" 487,0007T)
ERIELEHIEEE -

AEEVESKAFREBBECHBS H(Z
T——F )
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8. Income Tax (Continued) 8.

Income tax recognised in profit or loss REZRBEZZMEHR(E)
(Continued)
NEEMBAHEES BRI BRI ATEBYEER

The taxation for the year can be reconciled to the

loss before tax per the consolidated statement of N
profit or loss as follows:

HK$’000 HK$’000
BYFT BT T
Loss before tax: B 15 Bl S 18 (48,379) (70,569)
Notional loss before tax, calculated EE@ArAERER
at the tax rates applicable to the MR E ZBRTAT
jurisdictions concerned Rz BER 10,310 11,546
Tax effect of share of results of FEMREEE A RIEAZ
associates M E (23) (4)
Tax effect on impairment loss on REEE R AR 2
associates BERBBZ R E (5,054) (8,455)
Tax effect on impairment loss on joint REErEERZ
ventures REBEZRETE (1,826) (2,175)
Tax effect of non-deductible expenses AR A 2 B & — 14
Tax effect of non-taxable income BERBWA 2B 2 21 =
Tax effect of losses not allowable NI B 2 IS e 2 (3,243) (5,690)
Tax effect of allowable losses not RERAIITEBEZ
recognised W E (185) (236)
Deferred tax on convertible bonds BT ES 2 ELERIE 2,482 2,159
Income tax credit for the year RERAEHEL 2,482 2,159
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9. Directors’ and Employees’ Emoluments 9. EERESHMHM
(i) Directors’ Emoluments (i) ESFMm
The emoluments paid or payable to each of BN EINTNEG(ZE—=F: N\
the 8 (2012: 8) directors were as follows: B)EFZHMAT -

Salaries Retirement
and other scheme

benefits contributions
HeR
HigH  BIREHEIGR

HK$’000 HK$’000 HK$’000 HK$’000
BRTT BRFT BETT BETT

Executive directors: HITEE
KUAI Wei gE — 360 15 375
LIN Zhang wE — 848 15 863
LAI Chun Liang RER - 390 - 390
Independent non-executive BUFRTEE
directors:
WANG Yanhui (Note a) THEHta) — - = -
PAI Hsi-Ping BeR = = = =
WONG Kon Man, Jason T8
(Note b) (Hiitb) 38 — - 38
XIE Qun (Note c) AE(Mitc) - - - -
WANG Ai-Chin (Note d) EEE(Hitd) — - = -
38 1,598 30 1,666

Notes: B -

(@ Mr. Wang Yanhui resigned as an (a) EHEEREERZ-Z—=FNAAXH
independent non-executive director of the BHERRIBIENITES -

Company on 6 September 2013.

(b)  Mr. Wong Kon Man Jason resigned as an (b)y EBNELEER=_Z—Z=F+AF+N
independent non-executive director of the BEEARBYENITES ©
Company on 18 October 2013.

() Ms. Xie Qun was appointed as an (c) HBLLR-_ZB—=ErABEZ
independent non-executive director of the EBARRARVEILIFAITES °
Company on 6 September 2013.

(d) Ms. Wang Ai-Chin was appointed as an d) EFEELETRR-_Z—=ZF+A+N
independent non-executive director of the HEZERABIBIUFNTES K
Company on 18 October 2013 and resigned R-_ZE—=F+_A=-+N\HBT-

on 28 December 2013.
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9. Directors’ and Employees’ Emoluments 9. EEREEFME)
(Continued)
(i) Directors’ Emoluments (Continued) (iy EEFME)

Salaries REEIEN
and other scheme

benefits contributions
He R
Hffad] RGBSR
HK$°000 HK$°000 HK$°000 HK$°000
EETFT JEEFT BT JBETFIT

Executive directors: RITES -
KUAI Wei gz = 360 14 374
CAO Xuejun (Note a) ETEE (fifita) — 168 — 168
ZHANG Xiaobao (Note b) REE (fith) — 125 — 125
LIN Zhang wE = 790 14 804
LAI Chun Liang (Note c) RER (Hizte) — 240 = 240
Independent non-executive BUFRTES
directors:
WANG Yanhui THE — - — —
PAI Hsi-Ping Shi) = = - —
WONG Kon Man, Jason THX 48 — — 48
48 1,683 28 1,759
Notes: His -
(a) Mr. Cao Xuejun resigned as an executive (a) EBEELALENR-_ZT—-F+A
director of the Company on 25 July 2012. T +REBEARNTES -
(b)  Mr. Zhang Xiaobao resigned as an executive by FEEELELEER-_ZT—-FHA
director of the Company on 25 May 2012. “+RABEARITES -
(¢)  Mr. Lai Chun Liang was appointed as an c) XBREEENR-Z—-—FAA
executive director of the Company on 25 ZTRREZRERARIMITES -
May 2012.
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9. Directors’ and Employees’ Emoluments 9.
(Continued)
(ii) Of the 5 individuals with the highest

emoluments in the Group, 1 (2012: 1) was a
director of the Company. The emoluments of
the 4 (2012: 4) non-director individuals were
as follows:

Annual Report 2013 =& — = F £ #f

ESkEESHM(E)

(i) AEFERRGEEHMALS  —R(=F
—ZF: —RI)RARAFAESE - ZWA
(ZF——F MR FEFTALZHH

HK$°000 HK$’000

BT T BT T

Salaries and other benefits e REAMER 4,076 6,174
Retirement scheme contributions RORETEIEEFR 30 41
4,106 6,215

The emoluments of those 4 (2012: 4)
non-director individuals with the highest
emoluments are within the following bands:

ZME(ZE——F: IR)FMEFIFE
BEEANLZHMNFTIIEE :

Number of individuals

AR

2013 2012

HK$0 to HK$1,000,000
HK$1,000,001 to HK$1,500,000

HK$1,500,001 to HK$2,000,000

HK$2,000,001 to HK$2,500,000

HK$2,500,001 to HK$3,000,000

HK$3,000,001 to HK$3,500,000

—=E—=fF —F——

R0 T2/ % 1,000,000 7T 2 1

#11,000,001 TE
7#5%1,500,000 7T
751,500,001 L=
7 # 2,000,000 7T
755 2,000,001 TTE
71 2,500,000 7T
712,500,001 TE
75 3,000,000 7T
75# 3,000,001 TE
75 3,500,000 7T
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10.

11.

Loss Attributable to Owners of the 10. XAREEAELEE

Company

The consolidated loss attributable to owners of HE-_Z—=6+_"A=+—HILFE"
the Company for the year ended 31 December ARRBEEAEGGEAEBEEREEEBE
2013 includes a loss of HK$10,870,000 (2012: 10,870,000 7C( =& — =4 : ¥ 23,048,000
HK$23,048,000) which has been dealt with in the TT)  ZEBEERARRZ M WERANEE

financial statements of the Company.

Loss Per Share 1. BREE
Basic and diluted loss per share BREAXRBEES
The calculations of the basic and diluted loss per FRERNREEEBEERIRE TSRS

share are based on the following data:

HK$’000 HK$’000
BYFTT BT T

Loss for the year attributable RATHE ANEEREE
to the owners of the Company 518 40,104 61,342

Weighted average number of T T EARE A
ordinary shares

Issued ordinary shares at 1 January R—A—HBHBTEBR 1,826,741 1,822,506
Effect of shares issued pursuant to BRIEERBZEEEHTRD

employment agreement 2R 1,717 1,675
Weighted average number of R+ZA=+—B2Zn#E

ordinary shares at 31 December T EEE e 1,828,458 1,824,181
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11. Loss Per Share (Continued) 1. BEREBEE)
Basic and diluted loss per share (Continued) SREARBESE(E)
During the years ended 31 December 2013 B H IR AT AR B 5 R AT RIRE B E £ 2 &
and 2012, the computation of diluted loss per ERD RO AEBRARNEE 2 SREEME
share does not assume the conversion of the SAEAREE WEHEz2_FT—=K_ZT——F
outstanding convertible bonds since it would result ToA=ST-BIEEREZERESEREERS
in a decease in loss per share, and is regarded as IR E A1 o
anti-dilutive.
12. Dividends 12. IRE
No dividend has been paid or proposed for the AEEWERFIEZRFRE(ZZE—=
year (2012: Nil). F ) o
13. Segment Information 13. ZEPEH
The Group determines its operating segments AEBIREFEERRAFTEEANELRE
based on the reports reviewed by the chief MREZ MEBEHKLEDE o

operating decision-makers that are used to make
strategic decisions.

For the year ended 31 December 2013, the Group BE_ZT-—=HF+_A=1+—HILFE  &~&
has 3 reportable segments — (1) exploration BE=ZERESIL — (NHERH - RAR
of oil, natural gas and coal, (2) trading of MR - (2) EEAMARRBE MR (3) 5hil R
petroleum-related products and (3) provision of RRFZRERMRY - BRZEH BERT
technical services for oil and gas exploration RTERFEZETRLEZRFLEE  HOoRE
and development. These segments are managed o

separately as they belong to different industries
and require different operating systems and
strategies.

nup

There were no sales or other transactions between 2EMED B EWEHEREMIS -

those reportable segments.

An analysis of the Group’s reportable segment AEBRES WS - X248 - BE - BERHE
revenues, results, assets, liabilities and other SPGB IS E R 2 DT 2HAT o

selected financial information is presented below.
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13. Segment Information (Continued) 13. DEERE)
(a) Reportable Segments (a) W|EDW

Exploration Trading of
of oil, petroleum  Provision of
natural gas related technical

and coal products services

BRAH EEAH Rt

AARRAR HBER KRS
HK$’000 HK$’000 HK$’000 HK$°000
BRFT BETT BETT BETR

Tumover; EEE

Revenues from external customers REINDPEE 2 Wz — — — _
Interest income FIBHA - - 3 3
Total income LNt — - 3 3
Reportable segment loss before tax REN B BTAEE (8,171) (125) (1,168) (5,464)
Unallocated corporate income FAMEERA 12,857
Unallocated corporate expenses ROREERR (10,925)
Impairment loss on interests REE R RER

in associates REEE (16,849) (16,849)
Impairment loss on interests in REELEER L

joint ventures REEE (11,064) (11,064)
Share of results of associates AN e (141) (141)
Interest expenses FlER% (16,793)
Loss before tax BHAEE (48,379)
Income tax FiiEH 2,482
Loss for the year rEEEE (45,897)
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13. Segment Information (Continued) 13. DEERE)
(a) Reportable Segments (Continued) (a) WEDHE)
Exploration Trading of
of ail, petroleum Provision of
natural gas related technical
and coal products services
BERH b
RRER AR
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BEFT BEFT
Tumover: LR
Revenues from external customers RENDEP Uiz — 462 462
Interest income MEBA 1 — 1
Total income LoN 1 462 463
Reportable segment loss before tax REFDZBRAER (16,912) (668) (1,368) (18,948)
Unallocated corporate expenses RARLERS (3,025)
Impairment loss on interests in AN RYER 2
associates HEBR (20,940) (20,940)
Impairment loss on interests in joint ~ RASMEEE L
ventures HEER (13,183) (13,183)
Share of results of associates B ENRIEE (13) (13)
Interest expenses MERZ (14,460)
Loss before tax BRtEE (70,569)
Income tax FiEH 2,159
Loss for the year rEEER (68,410)
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13. Segment Information (Continued) 13. DEERE)
(a) Reportable Segments (Continued) (a) HEDI(E)
The accounting policies of the operating KESFH TR RERE BN G5
segments are the same as the Group’s BB DHEBERRSHBAELEZ
accounting policies. Segment loss represents BRI RDEH RITHRAN(BIEES
loss incurred by each segment without ) - BEBCARKRPTEN o thERE
allocation of central administration costs AESHER  ERGEFELEREA
including directors’ emoluments, finance ER BB IR RATERIRZA -

costs and income tax. This is the measure
reported to the chief operating decision
maker for the purposes of resource allocation
and assessment of segment performance.

S]] Trading of
of oil, petroleum  Provision of
natural gas related technical

and coal products services
BRER EEAH
AARRAKR HEER RUREERS
HK$’000 HK$’000 HK$’000 HK$°000
BRFT BT BRTT BRI

Assets: BE:

Segment assets PEEE 41,203 45 202 41,450
Interests in associates N ANl 43,955 43,955
Interests in joint ventures REE G EER 1,383,033 1,383,033
Unallocated corporate assets RAMEEEE 833
Total assets BEE 1,469,271
Liabilities: ffE:

Segment liabilities AR 27,064 87 1,015 28,166
Unallocated corporate liabilities FAECEERE 197,047

Total liabilities Zafk 225,213
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13. Segment Information (Continued)

(a) Reportable Segments (Continued)

Annual Report 2013 =& — = F £ #f

13. DWMER(E)

(a) HBEIE(HE)

Exploration Trading of
of ail, petroleum Provision of
natural gas related technical
and coal products services
i Yabi BERM
AARRRE K RRER RERERS
HK$'000 HK$'000 HK$:000 HK$'000
BETT BETT BEFT BEFT
Assets: BE
Segment assets NHEE 40,092 130 344 40,566
Interests in associates iNACUNGE 60,945 60,945
Interests in joint ventures iRl 1,389,541 1,389,541
Unallocated corporate assets RAMGEEE 588
Total assets BEE 1,491,640
Liabilities: B
Segment liabilities PEHER 33,690 150 518 34,358
Unallocated corporate liabilities KAREEAE 166,439
Total liabilities #afE 200,797

For the purposes of monitoring segment
performance and allocating resources
between segments:

— all assets are allocated to operating
segments other than unallocated
corporate assets.

— all liabilities are allocated to operating
segments other than unallocated
corporate liabilities.

RESHBRALS B2 BHERSE
s

— BRIBEGXEESIN MEERE
WOBEEAEREE D -

— KBoEGCXAEIN MAERBH
DEREEBBLEEDE -
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Polyard Petroleum International Group Limited B HAMEEREESFR D

13. Segment Information (Continued) 13. DEERE)
(a) Reportable Segments (Continued) (a) W|EDHE)
Other segment information Bt 285 #)

Exploration Trading of
of oil, petroleum Provision of
natural gas related technical

and coal products services  Unallocated
BRER EEAH
ARRRKR HRER  RUEKERE ADE
HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
V-t Ao V-l VL o V-t o V-l

Depreciation ik (107) - (62) (51) (220)
Gain on derecognition of  FUEREAARES

convertible bonds ZWE - - - 11,020 11,020
Gain on extension of RRESESR

convertible bonds Wiz - — - 1,837 1,837
Capital expenditure BARREY 5,991 = 11 7 6,009

Exploration Trading of
of olil, petroleum Provision of
natural gas related technical

and coal products services Unallocated
BRAR EERH
BBER  REKIRS AAH
HK$:000 HK$'000 HK$:000 HK$'000 HK$'000
BT BT BETFT BT EETT

Depreciation ik (280) — (46) (51) (377)
Capital expenditure BARRY 12,115 — 87 25 12,227
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13. Segment Information (Continued)

(b)

Geographical Segments

The following table sets out information about
the geographical location of (i) the Group’s
revenues from external customers and (ii)
the Group’s property, plant and equipment,
intangible assets, goodwill and interests in
associates and joint ventures (“specified non-
current assets”). The geographical location of
customers is based on the location at which
the services were provided or the goods
delivered. The geographical location of the
specified non-current assets is based on the
physical location of the assets, in the case of
property, plant and equipment, the location of
the operation to which they are allocated, in
the case of intangible and goodwill, and the
location of operation, in the case of interests
in associates and joint ventures.

Annual Report 2013

I
A
[
1l
A7
-7
H

DEWER(E)
(b) BEER

TREIEHENAEERBINBEL Z
Wes ke (i) AEREYE - BERERE B
WEE BE URRBERARARAE
eRES((FEFRBDEE]) ZHEN
EEN FPZHRUERRERHER
BHTEEY 2 BTIRE © FFEIFR
HEEZHWRUERRE(WEYE K
EREBIEEEEMEME - (WEE
WEERME)EOE 2 EE M - AR
(IBREERRRAERER)EEE
IR °

Revenue from Specified
external customers non-current assets
REIMBEF 2 Wz REFRBEE
2013 2012 2013 2012
—E-=f %% ZB-=f —ZT—=F
HK$°000 HK$’000 HK$°000 HK$°000
BETT EKFrT  BEFm  BEF
Mainland China, including HEIAH - BE
Hong Kong and Macau B RRM — 462 262 2,054
Brunei P& — — 1,085,478 1,085,619
Philippines SERE — — 365,331 385,806
—_ 462 1,451,071 1,473,479

(c) Information about major customers

(c) FHXEREFZEH

During 2012, included in revenues from
external customers of HK$462,000 were
revenues of HK$462,000 which arose from
provision of technical services to the Group’s
largest customer.

RZF——F  REAIBEFFL ZWEE
# 462,000 7T B 3E TR R B AT AR 7% 0 BE 18
TRAEEGFARFETHEMELZ
I #5748 #5 462,000 7T ©
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Polyard Petroleum International Group Limited & HAMBEREEER AR

14. Property, Plant and Equipment 14. Y% - BRERRE
The Group TEHE
Plant and
equipment
WERRE
HK$°000
B FT
Cost or valuation: AR A :
At 1 January 2012 R-_E——F—H—H 2,133
Additions N= 117
Exchange adjustment PE 5 AR (4)
At 31 December 2012 and RZB——F+-RA=+—HK
1 January 2013 —2—=%—A—H 2,246
Additions NE 18
Disposals g (13)
Exchange adjustment M 54, 8 2 10
At 31 December 2013 R-ZTE—=F+-A=+—H 2,261
Depreciation and impairment: TERRIE :
At 1 January 2012 N\—E——F—H—H 1,295
Provision B 377
Exchange adjustment ME 5 FHEE (4)
At 31 December 2012 RZE——F+-_A=+—HEK
and 1 January 2013 —=—=%—H—H 1,668
Provision B 220
Eliminated on disposals FRIE 5Bk (6)
Exchange adjustment PE 5 3
At 31 December 2013 WR-TE—=F+"-A=+—H 1,885
Carrying amounts: BREME :
At 31 December 2013 RZZE—=F+=ZA=+—H 376
At 31 December 2012 RNZEBE——F+=-A=+—8H 578
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14. Property, Plant and Equipment (Continued) 14. Y% - BERBE (&)

The Company RAF]
Plant and
equipment
BERBE
HK$’000
BT
Cost or valuation: RS AE :
At 1 January 2012 R-—ZET——F—H—H 253
Additions NE 5
At 31 December 2012 and 1 January 2013 R=E——F+-_A=+—8K
—T-=%-A—H 258
Additions NE —
At 31 December 2013 RZE—=F+=ZA=+—H 258
Depreciation and impairment: TERRIE :
At 1 January 2012 N-—ZET——F—H—H 193
Provided for the year RNEERAE 44
At 31 December 2012 and N—ZE——F+-_A=+—HK
1 January 2013 —T—=%—H—H 237
Provided for the year REFERE 6
At 31 December 2013 RZE—=F+=ZA=+—H 243
Carrying amounts: BRTEE :
At 31 December 2013 RZE—=F+=ZA=+—H 15
At 31 December 2012 RNZEBE——FE+-A=+—8H 21
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Polyard Petroleum International Group Limited B HAMEEREESFR D

15. Investments in Subsidiaries 15. KRB ARIZRE
The Company
ARATH
2013
—E—=F
HK$°000 HK$°000
BT BT T
Unlisted shares, at cost LMD - KA 24,895 24,895
Details of principal subsidiaries as at 31 December R-ZB-—ZF+_A=+—8 HAKEZH
2013, which materially affected the Group’s results BAFEEABEAREZEEMBARZFH
or net assets, are set out in note 39. BEEFIAMEE39 -
16. Interests in Associates 16. REENAER
This represents the Group’s share of the BT ARE S ERFFR BN FRERER - FR
A ol kYN s

interests in associates which are engaged in the
exploration, exploitation and development of coal
mine in the Philippines.

The Group
EEE
2013
—g—=

HK$°000 HK$°000

BT B F T
Share of fair value of net assets of DINEE REVFEE

associates NEE

At beginning of the year REH) 60,945 81,898
Share of loss from associates JE (R 2N A& (141) (13)
Impairment loss RIEEE (16,849) (20,940)
At end of the year RELR 43,955 60,945
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16. Interests in Associates (Continued)

Details of associates are as follows:

Place of
incorporation/ Registered
operation capital

ERRIL/
REw

HMER

Great Wall Mining and Power Corp.  Philippines  PHP2,500,000
(“Great Wall") FEE 2,500,000 HZ
Eastern Star Mining and Power Corp. Philippines ~ PHP2,500,000
(“Eastern Star’) FER 2,500,000

Note: The boards of Great Wall and Eastern Star are not

controlled by the Group.

Details of impairment test on interests in

associates are as follows:

The recoverable amount is in accordance with
valuation prepared by Greater China Appraisal
Limited, a firm of professional valuers, based on a
value in use calculation using cash flow projections
based on financial budgets covering an eight-
year period (granted by the Government in the

Annual Report 2013 =& — = F £ #f

16. REERATER(E)
B NE 2 FHIBOT
Attributable equity interest held by

an indirect wholly-owned subsidiary of the Group

BEASEE-HEERE L

Principal activities

REWEARRE 2 RE TEXK
2013 2012
—E-=f —E2-f
Directly Indirectly Directly Indirectly
E GE:3 B ik
Coal mining
40% 2% 40% A% RERR
Investment holding
40% - 40% — REER

Hfi# - Great Wall }2 Eastern StarZ =& TS A
SEZEE -

Rt E N RIS 2 RERAHAFBET

A E SRR E BRI TEETEAR
NEFREZEE  BEBEEN\FHRCGER
ERMNRBERRL)KEREEZMKEE
HEHzReRnEBAREREENE - Be
mETERFTA 2RI ATAIRE R45.41% (=
T——4%F :38.77%) °

Philippines upon commencement of production)
approved by management. The pre-tax discount
rate applied to the cash flow projection is 45.41%
(2012: 38.77%).
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16. Interests in Associates (Continued) 16. REEE QTR (E)
The underlying major assumptions used for the HEMAZEEEZE/RENT :

valuation are as follows:

—  production will cover an eight-year period; —  HEFHBEREN\FEHE
— total production volume is based on the — BESDNRBINRERSZHEETE

reserves as set out in technical report;

— annual production volume will conform to the — FEEEFAEERLEENE
management production plan;

—  current market price of coal is adopted as a — BRITEKMER TERN  EREEEA
reference to determine the forecast revenue; Wzs 2 2245 0 R
and

— the corresponding costs and expenses will be — ZEATUHMEREREEERAE
applied with reference to the feasibility study 15 FE AR IR AR R B =7 o

report and management current projection.

The valuation of the coal mining business in FREHRBHFEEER -_ZT—=F+_78
the Philippines as at 31 December 2013 was =t+—RHZz*“ERARS53,623000T(=
RMB53,623,000 (2012: RMB77,600,000), of T——F: AR¥77,600,0005C) HFL
which approximately RMB34,319,000 (2012: AR #34,319,000t( = —=F : AR¥
RMB49,664,000) equivalent to approximately 49,664,000 7T ) 1 55 7 4978 % 43,955,000 7T
HK$43,955,000 (2012: HK$60,945,000) was — T — 4 : B ¥60,945,000T) 5B P
attributable to the interest held by the Group, AEEMFEZ SRR _T—=F+=A
resulting in an impairment loss of approximately =+ —AERBAEEELE 16,849,000 T
HK$16,849,000 at 31 December 2013 (2012: (ZZ— =% : #%20,940,0007T) ° EERE
HK$20,940,000). The impairment loss was mainly BEEEZBRAFTEHR - —=FALKME
resulted from the decrease in the coal price in the BB RPEFTEL ©

world market during the year 2013.
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16. Interests in Associates (Continued) 16. NEtE N RER(Z)
Movements in accumulated impairment losses on REEE A RER 2 R REBIBEZESHNT ¢

interests in associates are as follows:

HK$°000 HK$°000
BYFT JBMF T
Accumulated impairment losses 2 REEE
At the beginning of the year REA 20,940 =
Impairment loss BEEE 16,849 20,940
At the end of the year REF4R 37,789 20,940
Summarised financial information in respect of the AEAE SRR 2 S E R T

Group’s associates is set out below:

Eastern Star Great Wall

2013 2012 2013 2012
—E-=f —Z-- “g--f -—ET--F
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$°000
BEFT  E¥TT  BETL BT BEFT BT

Total non-current assets BAERDEE - — 15,924 16,501 15,924 16,501

Total current assets BRHEE 152 157 1,110 1,452 1,262 1,609
Total non-current liabilities e =N - — - — - —
Total current liabilities BEHan (75) (60) (16,852) (17,521) (16,927) (17,581)
Net assets FEE 7 97 182 432 259 529
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Polyard Petroleum International Group Limited B HAMEEREESFR D

16. Interests in Associates (Continued) 16. REE QN EIER(2Z)

Eastern Star Great Wall

2013 2012 2013 2012

“E-=F Z—F-_ “g-=f —Z—!

HKS000  HK$000  HKS$000  HK$000  HK$'000  HKS000
A¥Tr  EETT  BETx  ERTT BRFx ENTX

Total revenue als

Loss B (13) - (228) 1) (241) 21)
Other comprehensive income  EAZ2 @Mz - - —

Total comprehensive income ~ 2E M@ E%E (13) - (228) (21) (241) (21)
Dividends received from BHEERTRE
associates
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16. Interests in Associates (Continued) 16. REEE QTR (2Z)
Reconciliation of above summarised financial LB B g A E 2 B A K ] BAR S B IS R
information to carrying amount of interests in KA N T 2 BREEYER :

associates to consolidated financial statements:

Eastern Star Great Wall

2013 2012 2013 2012
—E-= —E--F CZg-= “E—F

HK$000  HK$000  HK$'000  HKS000  HKS'000  HK$'000
A¥Tr  ERTT  BETx  ERTT ERFx KT

Net assets of associates GENTFEE 77 97 182 432 259 529
Group's effective interest REEBNER 40% 40% 64% 64%
Group’s share of net assets ~ AEEEEBL 7]

of associate FEE 31 39 116 276 147 315
Effect of fair value adjustment ~ FAUERHEH AT (E

at acquisition AR 2 = - 81,915 81,915 81,915 81,915
Accumulated impairment losses  Z;HREEE — — (37,788) (20,940) (37,788) (20,940)
Others -0 - - (319) (345) (319) (345)
Carrying amount of Group's ~ AEEREELFER

interests in associates ZEHE 31 39 43,924 60,906 43,955 60,945
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Polyard Petroleum International Group Limited & HAMBEREEER AR

17. Interests in Joint Ventures 17. REELERERS
The interests held by the Group in joint ventures REERXEKRFEEREHIBDEKE -
which are engaged in the exploration, exploitation REABE AECERELERERD R R
and development of oil and gas in Brunei and 21%(ZF — = F : 21%) X 80% (=T — =
Philippines are 21% (2012: 21%) and 80% (2012: F 1 80%) °

80%) respectively.

The Group
REE
2013
—E-=F
HK$’000 HK$’000
BETFIT BT T
At beginning of the year REH) 1,389,541 1,393,203
Additional investment FBIMEE 4,698 9,521
Refund of investment EEIEE (142) -
Impairment loss BB R 8 (11,064) (13,183)
At end of the year NG 1,383,033 1,389,541
Analysis of carrying amounts of oil and BECEMBEEZ
gas projects held by joint ventures is JHRIER REE
as follows: ST :
In Brunei &S 1,085,477 1,085,619
In Philippines RIFEE 297,556 303,922
1,383,033 1,389,541
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the year ended 31 December 2013

G

Interests in Joint Ventures (Continued)

Details of impairment test on interests in joint
ventures are as follows:

Brunei

At the end of the reporting period, the Group had
not carried out assessment on the recoverable
amount adopted for the determination of
impairment on interest in a joint venture (the “JV”)
because the issue of application for extension
of exploration period, which was expired on 27
August 2012, has not yet been resolved. The
JV had filed an appeal and had sought legal
opinion in the previous period and continues
to explore resolution in respect of the dispute
about extension. As the directors of the Company
consider that the JV has reasonable grounds
to raise fair claims against the refusal to grant
extension of exploration period with reference to
legal opinion sought by JV and so far the outcome
has not yet been determined, no provision for
impairment against the carrying value of interest
in the JV has been made by the Group since the
year ended 31 December 2012.

The carrying amount as stated in the consolidated
financial statements, was brought forward from
31 December 2011 and was in accordance with
valuation prepared by Greater China Appraisal
Limited, a firm of professional valuers, based on a
value in use calculation using cash flow projections
based on financial budgets covering a twenty-four-
year period (granted by the Government in Brunei
upon commencement of production) approved by
management. The pre-tax discount rate applied to
the cash flow projection was 32.23%.

17.
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P&

HRHFFERORBR(ER=_F—=F/\A
—tEREmROEEERER  AEERE
REERHREtES LR ([AERE R
sORER) AT B EETTAHE - REMFE—
£ AYLEEBRECRY EREBHERE
R UEEESRKBRTR - ARRERRIE
BELERSHRZIZEEARS  AELXASR
ERERHEERLBRERRENATER
MR E B AR ILERA EFAER - SARER
R CHF-_A=t+-HZFERRBYHE
EEERETRERME -

RZZE——F - ke eEHEREZ(GHERM
TEEFEERAAMBEGE  BEES
Z+OFHE BRI ER R L) K& R
[E8t /2 BBTEEEL 2R RETEAIZFE R
BEFE - BemnETERATA 2R ARG IR R
/532.23% °
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Interests in Joint Ventures (Continued)

Brunei (Continued)

The underlying major assumptions used for the
valuation are as follows:

production will cover a 24-year period;

total production volume is based on the
reserves as set out in technical report;

annual production volume will conform to the
management production plan;

current market prices of crude oil and natural
gas are adopted as a reference to determine
the forecast revenue; and

the corresponding costs and expenses will
be applied with reference to the management
projection.

The valuation of the oil and gas project in Brunei
as at 31 December 2011 was US$664,157,000, of
which approximately US$139,473,000 equivalent
to approximately HK$1,083,399,000 was
attributable to the interest held by the Group.
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17.

AR E— A= —HIFFE

Interests in Joint Ventures (Continued)
Philippines

The recoverable amount of the interest in a
joint venture in Philippines is in accordance with
valuation prepared by BMI Appraisals Limited,
a firm of professional valuers, based on market
approach by comparing the subject asset to
similar assets that have been sold in the market
recently and adopting consideration price to
resources multiple of the comparable transactions
to determine the fair value of the asset acquired.

Since the joint venture is still in its start-up stage
and detailed feasibility study and production
plan have not yet been finalised, management of
the Company considered that market approach
was the appropriate valuation methodology to
determine the fair value of the interest in the joint
venture.

The valuation of the interest in a joint venture as
at 31 December 2013 was HK$297,555,000 (2012:
HK$303,922,000), resulting in an impairment loss
of HK$11,064,000 at 31 December 2013 (2012:
HK$13,183,000).

Movements in accumulated impairment losses on
interests in joint ventures are as follows:

17.
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REELFEER(F)
JEEE

NRFRBEZRLZCENANESEERE
EHEMITHMBEFEERABRETIZE
mEUGE  DERKBEREERIREMS L
HEZEUEEFRLR - ARARELLERR
GZREERLENEEMURBEEZ T
=30

ARAERERS  UTBEEEAEA B
A TEDBELAGETE DA E
CEDER LIRS - FBATIEHERE
ESEIMAER -

AUPERESN-_E—=F+-A=1+—H2
{518 &7 297,555,000 T(—F — — 4 :
#303,922,0007T) ' EBHN T —=F+=
A=+— B HERBEEIESE 11,064,000 T
—ZT——4F : % 13,183,0007T) °

FRAZLERFREBRZEHNT

HK$’000 HK$’000
BT BT
Accumulated impairment losses ZFREEE
At the beginning of the year REH 109,318 96,135
Recognition of impairment loss BB EBTER 11,064 13,183
At the end of the year R4 120,382 109,318
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Polyard Petroleum International Group Limited & HAMBEREEER AR
17. Interests in Joint Ventures (Continued) 17. REELERER(E)

ERAZLEZHBERBMIT -

Summarised financial information in respect of the

Group’s joint ventures are set out below:

Brunei Philippines
PE E3:4 1
2013 2013 2012
ZB-ZF 8-z %%
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
A¥Tn Bk Tr  BEFn BT BEFr BT
Total non-current assets BAERDEE 486,817 488,098 30,766 26,083 517,583 514,181
Total current assets BryaE 81 2,429 - — 81 2,429
Total non-current liabilities BERBAR = = = = = -
Total current liabilities EREaR ) (169) = - (3) (169)
Net assets FRE 486895 490358 30766 26083 517,661 516441
The above amounts include X F£HEEFETFHEE :
the following:
Cash and cash equivalents BeRReEEY — = = = = -
Current financial liabilities nERBaE
(excluding trade and other (T BEENER
payables and provision) REMERFREE) = = = = = -
Non-current financial liabilities ~ 3EiEIB1 K& E
(excluding trade and other (TREERER

payables and provision)

REBERHRER)
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17. Interests in Joint Ventures (Continued) 17. REELERER(£Z)
Brunei Philippines
S FEE
2013 2013 2012
—E-=% —E-=E —Z-——!
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
A¥Tn  E¥Tr  BEFr B¥Fr BEFr BETo
Total revenue Bl - — - — - -
Profit or loss bt - — - - - —
Other comprehensive income A2 @Mz - - - — - —
Total comprehensive income 2 EMHAE - — - — - —
Dividends received from joint ~ H£AZMEUE
ventures AL _ _ _ _ — _
The above profit or loss YLEFEETIER
include the following:
Depreciation and amortisation & [ - - — — — —
Interest income MERA - - - - — —
Interest expense FlEXH — — _ _ _ _
Income tax expense FEHET - - - - - -
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Polyard Petroleum International Group Limited & HAMBEREEER AR

17. Interests in Joint Ventures (Continued) 17. REELERER(E)
Reconciliation of above summarised financial LB G B 2 B E R A BAR S B 15 W
information to carrying amount of interests in joint RAMEELEREEBELE

ventures to consolidated financial statements:

Brunei Philippines

PE FEE

2013 2013
“g-z6 -3 -g-z¢
HK$°000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
BEFE BT EETR BETE BRFL EETR

Net assets of joint ventures RERETFEE 486,895 488,098 30,766 25,943 517,661 514,041
Group’s effective interest REBANER 21% 21% 80% 80% - -
Group’s share of joint ventures' net AEEE(EALMEE

assets BE 102,248 102,501 24,613 20,754 126,861 123,255
Effect of fair value adjustmentat ~ AKEEELATEEE

acquisition ya 3,111,692 3,111,692 309,804 309,804 3,421,496 3,421,496
Effect of adjustment on corporate  AEEAELMER ¢ FE

restructuring (2,049,039)  (2,049,039) - — (2,049,039)  (2,049,039)
Accumulated impaiment loss ~ 2:HEERE (90834)  (90.834)  (29548) (18482  (120382)  (109,316)
Others 10} 11,410 11,299 (7,313) (8,154) 4,097 3,145

Carrying amount of Group's interest Z5ERAE L ERH
in joint ventures AR 1,085,477 1,085,619 297,556 303,922 1,383,033 1,389,541
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18. Deferred Exploration Expenditure 18. ELEENRBAX
The Group
AEE
2013
—E-=F

HK$’000 HK$°000

BT T BT
Exploration phase HHIREE R
At cost AR 23,707 22,415
Less: Impairment losses JB REEE = —
Net carrying amount BRTEFE 23,707 22,415
Reconciliation of movements: FEER
At the beginning of the year REA] 22,415 19,826
Amount recognized EERE 1,292 2,589
At the end of the year REER 23,707 22,415
Ultimate recoupment of this expenditure is R UG % S TR T A S B FE A R o
dependent upon the continuance of the Group’s W2 R ZFHES - BlEmETaARES
right to tenure of the areas of interest and the ZEEER  HKIIFE REE - SRR HE
discovery of commercially viable oil and gas SERREECSEIEEEERRITGME -
reserves, their successful development and
exploitation, or, alternatively, sale of the respective
areas of interest at an amount at least equal to
book value.
Impairment losses are provided for when the REEEERE KOS 5ER - AlvEL REEE
carrying amount exceeds the recoverable amount. B o
Exploration expenditure is written off and any RRRE Sk &5 r] B - BIRF S e wies
related impairment losses released when permits i 2T AB R (B &S 18 Rl JE ) o

are relinquished or disposed of.
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19. Amounts due from Subsidiaries 19. EWRKHEBQTRIE

The Company

¥ NN
2013
—=E—=fF
HK$°000 HK$’000
BT T JBMF T
Amounts due from subsidiaries JEUR BT /B X R R I8 916,006 923,889
Less: accumulated impairment losses B REDREEE (152,202) (152,202)
763,804 771,687
The amounts are unsecured and non-interest HREAERRRES - NRABESERN®
bearing. The Company has no intention to demand HHME—FNER  WEFEEGEEAER
repayment within 1 year after the reporting date FEE ©
and the amounts are therefore classified as
non-current assets.
20. Amounts due from Associates 20. EWEE N TRIE
The Group
REE
2013
—E—=
HK$’000 HK$°000
BT T BT T
Amounts due from associates JiE Ui Bt 2 X ) SR IE 15,881 15,085
The amounts due from associates are unsecured FELEt S N T B AEE - fE NERTE

and non-interest bearing and have no fixed terms TR o
of repayment.
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21. Other Receivables

Annual Report 2013 =& — = F £ #f

H YR IE

The Group The Company
rEE N

2013 2013 2012

Other debtors, deposits and ~ EfEWRFIE - i2d &

prepayments TR RRIA

—g—= z —g—=
HK$'000 HK$000 HKS$000  HK$000
BT BT BEFrT BETT

938 1,408 562 612

The carrying amounts of the Group’s and the
Company’s prepayments and deposits are
denominated in the following currencies:

B B A R L B OB E B 511
MR -

The Group The Company
AEE N

2013 2012 2013
—E—=fF = —F—=
HK$’000 HK$’000 HK$’000 HK$’000
BT BT E¥FT  BETT

HK dollars BT 647 985 562 612
Renminbi AR 43 127 = —
Macau Pataca SBPITT 75 128 — —
US dollars ESI 173 168 — —

938 1,408 562 612

None of the prepayments, deposits and other
receivables is either past due or impaired. The
financial assets included in the above balances
are related to receivables for which there have
been no recent history of default.

The maximum exposure to credit risk at the
reporting date is carrying value of each class of
receivable mentioned above.

BEBMNE - 1e REMEBRFURRE K
BERfE - DlESRel s MBEE RN
EHRGEZ BBFAER -

RBEAHANEERRESAER S LMSIA
FEW KA EREE
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22. Cash and Bank Balances 22, RERBITEER
The Group The Company

REE PN
2013 2012 2013 2012
—g-—=% —T—4 —B-=F “T-——f
HK$’000 HK$’000 HK$’000 HK$°000
BT BT BETFT B¥TT
Cash at banks RITEE 1,277 1,529 2 139
Cash in hand FER® 104 139 — =
1,381 1,668 2 139

23. Other Payables 23. HittEE[NFKIE
The Group The Company

REE ADF
2013 2012 2013 2012
== —E——-F —E—= —E——F
HK$’000 HK$’000 HK$’000 HK$’000
BT BT BT EETFT

Other creditors and accrued  E-fth fE{~ 5008 & fE =t

charges =453] 11,515 10,487 6,557 5,837

The carrying amounts of the above balances were LA ERIERBREME A T3 E¥EGHE

denominated in the following currencies:

The Group The Company
rEE N
2013 2012 2013
—E-=F —E—_F —ZEB-—=

HK$°000 HK$'000  HK$°000 HK$°000

BT BT BT  BETT

HK dollars BIT 8,644 7,585 6,557 5,837
Renminbi AR 119 205 — =
Macau Pataca SEPIIT 1,935 2,214 — —
US dollars Y 817 483 — —
11,515 10,487 6,557 5,837
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24. Amounts due to Directors

Annual Report 2013 =& — = F £ #f

24, BNESFHAE

The Group The Company
rEE /N

2013 2012 2013 2012
—B—=F —_T——F —B—= —E——fF
HK$°000 HK$000  HK$’000 HK$'000
BETFT EETT BETFT BETT
LAI Chun Liang Ri&ER 286 — — —
LIN Zhang WE 1,570 1,005 — —
1,856 1,005 — —

The amounts due to directors are unsecured,
interest-free and have no fixed terms of repayment.

25. Amount due to a Shareholder

ENEFFELSEEN - 28 REREEERK
HA o

25. ENRRMIA

The Group The Company
rEE A F]
2013 2012 2013
—B—=F T _—F ZEBE-=F
HK$°000 HK$000  HK$’000 HK$'000
BETFT BETT BETFT BETT
LAM Nam N 80,259 50,541 21,582 12,333

The amount due to a shareholder is unsecured
and interest-free.

As at 31 December 2013, the shareholder agreed
not to demand for repayment the whole or part of
the shareholder’s advances on or before 31 March
2015. Hence, the management of the Company
recorded the balance as non-current liabilities as
at 31 December 2013.

RN IR RIBREEAR RS -

T—=F+-_A=+—8 BREEHT
T—HF=A=+—HzkzZA A =
EEHELE M EMRERERE - FAlt - AR
AEEER _T—=F+t-_A=1+—BH&E®
REAERBEE -

B
[1 4

o
B

mn
=
=
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26. Bank Borrowing 26.

RITEE

The Group
AEE
2013
—E-=F
HK$’000 HK$°000
BT BT
Carrying amounts repayable AR—FANEEZERAE
within one year 1,149 1,034
Carrying amounts not repayable within BARBERRT —FR
one year from the reporting date but EEEHAEREREER
contain a repayment on demand clause X2 BREIE - HIHA
shown under current liabilities (Note) BB EET(H:F) 5,155 6,142
6,304 7,176
Note: Bt -

The bank borrowing is under personal guarantee by
a director of a subsidiary and bear fixed interest rate
at 3.25% per annum. The borrowing is repayable by
instalments based on the scheduled repayment dates set
out in the loan agreement.

Bank borrowing with a repayment on demand clause
is included in the “on demand or less than 1 month’s”
time band in the above maturity analysis. As at 31
December 2013, the aggregate undiscounted principal
amount of the bank borrowing amounted to approximately

HK$6,304,000 (2012: HK$7,176,000).

On 23 January 2014, the Group has settled the entire
balance of bank borrowing.
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RITERE-—ZHBRARZESEREAER L
BEMEI.25% 5 - EERARBERGHEMEL 2
BEERHER BB HIEE -

AREREENRITEESA LB BHTHES
kIR —EAIZKBHEER - RZT—=F1+=
B=+—8 SOEBEEZABERSRENREYE
6,304,000 C( =ZF— =4 : %% 7,176,0007T) °
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27. Convertible Bonds 27. ERES

The Group and the Company

AEEREDT
2013 2012
—=E—=fF —E——F
HK$’000 HK$°000
BT T JBWF T
At 1 January Rn—A—H 120,654 91,894
Liability component of the Convertible ARRESBAE
Bonds B B — 15,627
Interest charged BRI 15,844 13,192
Interest paid BEAFLE (480) (59)
Derecognition BB R (108,000) —
Liability component of Convertible EHAIMBRESANARE
Bond A Tranche 2 5 96,980 —
Gain arising from extension FEHREE 2 e (1,837) —
At 31 December R+=—A=+—H 123,161 120,654
Carrying amount repayable AERZRHEEAE
Within one year R—FR 15,523 15,672
More than one year, but not exceeding ZR—FETEBE
two years kS 107,638 104,982
123,161 120,654
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27. Convertible Bonds (Continued)

(a)

164

The convertible bonds issue to China
International Mining Holding Company
Limited (the “Bondholder 1”) at a nominal
value of HK$120,000,000 for a term
of 5 years (the “Convertible Bonds A”)
at zero coupon interest of which the
HK$108,000,000 (the “Tranche 27)
was issued on 29 December 2008 and
HK$12,000,000 (the “Tranche 1”) was issued
on 4 February 2009.

Pursuant to the resolution passed by
independent shareholders of the Company
on 28 December 2013, the maturity dates of
the Tranche 1 and Tranche 2 are extended
by one year to 4 February 2015 and 29
December 2014 (“New Maturity Date(s)”)
respectively under the deed of extension
entered into between the Company and
Bondholder 1 (“New Convertible Bonds A”).
The Bondholder 1 may at any time up to the
New Maturity Dates of the New Convertible
Bonds A convert the whole or any part at
an amount in an amount of the Convertible
Bonds A into ordinary shares of HK$0.04
each in the share capital of the Company at
the adjusted conversion price of HK$0.742
per conversion share.

27. ARREE(E)

(a)

TZZEHRBREHFR(TRBESRFAD
¥ ™ & 7 % 120,000,0007T % 1T T
PEBERBEREZERERQAES
BEA]) FH AT HP B
108,000,000 C([8 = #t |) ¥ = &
ENET_A-FTNALBETRBE
12,000,000 ([ E—# DR =ZTZNF
“HAMHBEET -

BEARRBLIRRER T —=F+=
A+ NBBBZAZR  F—HEE
T2 B A o RIIRIBE AR Bl B E H
BEMAVUZERREREER —FEZ
T-hAF_AmOAR-ZT—WOE+_A
ZHNAB(FRNER DT AT RRES
Al) - BHFEFEA AN ATRI AT RBRESFA
2 B HA B AT A] B R iR AT R AR (5 5 A
CRHEPZE2HXBH SR - REAE
HBREGREBRKR OB 0.7427T H 12
BRARARAFGREESEE0.04 T2
TR o
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27. Convertible Bonds (Continued)

(a)

(Continued)

The New Maturity Date is considered to be
a substantial modification of Convertible
Bonds A Tranche 2 as the net present value
of the cash flows of the New Convertible
Bonds A Tranche 2 is more than 10%
different from the net present value of the
cash flows of the outstanding Convertible
Bonds A Tranche 2 prior to the extension
of maturity date discounted at the original
effective interest rate of 14.62% per annum.
As such, Convertible Bonds A Tranche 2
were derecognised and New Convertible
Bonds A Tranche 2 were recognised.
The fair value of New Convertible Bonds
A Tranche 2 as at 28 December 2013
amounting to approximately HK$105,827,000
of which approximately HK$96,980,000
and HK$8,847,000 have been allocated
as consideration to redeem the liability
and equity component of the Convertible
Bonds A Tranche 2 respectively, resulting
in a gain on the redemption of the liability
component of approximately HK$11,020,000
recognised in profit or loss. As there is no
substantial modification of Convertible Bonds
A Tranche 1 upon extension of its maturity
date, no derecognition has been made and
only a gain on extension of approximately
HK$1,223,000 was recognized in profit or
loss.

Annual Report 2013 =& — = F F£

27. WRES(E)

(a)

(%)

HEHA R ASE A MRESAY
BEREH  REAMMSE T RRE
FAZREREFHERLEBERA
MARTENE M TRBRESZRER
FIHELREEZRB10% (MEHRER
EREF K 14.62% 8537 ) - F )t - B3t
AR ES AR ER M E Z#ta]
B EHFA T AR - Bk
EEAR-TE—=F+=-A=-+N\BZ
NF{EL A5 105,827,000 T © EF
#9785 # 96,980,000 7T & 7% % 8,847,000
TEDREI D AE A BRESFAZ
BERE=ES  BHELREEZ W&
4775% 11,020,000 ;L E R 1B N FERR ©
ERFE—HBRRESFAERER A
WES KNS  EFHMER EEE
HA 2 W 25 4978 % 1,223,000 7T E R 18 25
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27. Convertible Bonds (Continued)

(a)

166

(Continued)

Upon extension of the maturity date of the
Convertible Bonds A Tranche 1, their fair
values are remeasured and split into two
components, liability and equity elements.
The liability component is remeasured at
fair value of approximately HK$10,658,000
at 28 December 2013, being the present
value of the contractual stream of future
cash flows discounted using the prevailing
market interest of similar traded bonds of
10.82% per annum. The equity component
of approximately HK$1,089,000, being
the residual amount of the Convertible
Bonds A Tranche 1 after separating the
liability component, is presented in equity
heading in “Convertible Bonds Reserve”.
On initial recognition, the New convertible
Bonds A Tranche 2 are split into two
components, liability and equity elements.
The liability component is measured at fair
value of approximately HK$96,980,000
at 28 December 2013, being the present
value of the contractual stream of future
cash flows discounted using the prevailing
market interest of similar traded bonds of
10.82% per annum. The equity component
of approximately HK$8,847,000, being the
residual amount of the New Convertible
Bonds A Tranche 2 after separating the
liability component, is presented in equity
heading in “Convertible Bonds Reserve”.

Deferred tax liability in the amount of
HK$2,040,000 of New Convertible Bonds A
is charged directly to the carrying amount of
the equity component.

BHAHEBREEERLE

27. WBRES(E)

(a)

(%)

REHAERKSE — Ll mRESHA
MNAFEZRBFER DRABRE
mILEMERD  c BEBHER=ZF
—=F+ A=+ N NBZRAFELHBE
10,658,000 T (BN AU EBEESH
ZHIMEFFEA10.82% 2 EITES
HNARBRSRRABE)BHE - D
#975% 1,089,000 JT (BN ZE —HL AT A AR (F
FARNBABERS 2GS IR
[T ESFFHE IR 2R - RYILHER
B - RREFSADREBER
EmTEMERD - BELSERZF
—=F+ A=+ N NBZRAFELHBE
96,980,000 st (B ER AU AT E EEFH
ZHITHIHENE10.82% 2 K&iTES
ARRREMRBE)GTE - Ral DL
# 8,847,000 jT (BN E — #L 37 ] AR & 55
ARIIBRBERD 2 FRESEE) HRIA
BERESFEEIFER -

A BRBREFAZELEHRIEEEBE
2,040,000 TEE R EREIH 2 RAE
R o
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27. Convertible Bonds (Continued)

(b)

The Convertible bonds issue to an
independent third party (the “Bondholder 2”)
at a nominal value of HK$16,000,000 on 19
November 2012 (the “Convertible Bonds B”)
at the interest rate of 3% per annum accrued
on a day to day basis was matured on 19
November 2013.

The maturity date of the Convertible Bonds
B is extended by six months to 19 May 2014
(“New Maturity Date”) under the deed of
extension entered into between the Company
and Bondholder 2 (“New Convertible Bonds
B”) on 19 November 2013. The Bondholder 2
may at any time up to the New Maturity Date
of the New Convertible Bonds B convert the
whole or any part at an amount in an integral
multiple of HK$100,000 of the principle
amount of the New Convertible Bonds B into
ordinary shares of HK$0.04 each in the share
capital of the Company at the conversion
price of HK$0.16 per conversion share.

As there is no substantial modification of
Convertible Bonds B upon extension of its
maturity date, no derecognition has been
made and only a gain on extension of
approximately HK$614,000 was recognized
in profit or loss.

(b)

Annual Report 2013 =& — = F F£

27. ARREE(E)

RZE—ZF+—A+hB' Ak
BEH(TREESRB)EEEEE
16,000,000 L& 1T TRV E =& ([EFH
BAEA2])  FEEBX3%THRN
R=E—=F+—A+NBEH-

AR ESFB BB EEREBEARAR R
BEBEEAEAR-_Z—=ZF+—A+A
BV ERZEELERANEREZ=F
—mERA+ABUFHEEB DT FHA
BREHFB]) - BEHIFA A2 KRBT
AIA AR E 5 B 2 1 2 8 B B Al B S 4%
Al AR & 5 B AN € BE 8 %5 100,000 7T
CREBEGEH S RAKEBREER
RO ABEB0A6 T AREIHEME D A
RRARRAFFREEEE0.04 7 L@
Hﬁ o

ERNAIHMRESBEREDHRLES
A EENTER  BEEHZIK
B 614,000 TTE R IBEE R NFER ©
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27. Convertible Bonds (Continued)

(b)

168

(Continued)

Upon extension of the Convertible Bonds
B, their fair values are remeasured and
split into two components, liability and
equity elements. The liability component is
remeasured at fair value of approximately
HK$15,384,000 at 19 November 2013, being
the present value of the contractual stream
of future cash flows discounted using the
prevailing market interest of similar traded
bonds of 10.92% per annum. The equity
component of approximately HK$5,219,000,
being the residual amount of the Convertible
Bonds B after separating the liability
component, is presented in equity heading in
“Convertible Bonds Reserve”.

Deferred tax liability in the amount of
HK$101,640 of New Convertible Bonds B is
charged directly to the carrying amount of
the equity component.

27.

RRES(E)

REHATERE - AJRRESBHAF
BZBE% DPEABREZTEM
BEn - BEBIER=ZT—=F+—
A+hBz22FELE 15,384,000 7T
(BMRAEU BB ES 2 RITT S EF
R10.92% 2 EITEAHARARR LRI
B)BTE - = BH 4B 5,219,000
JL(BNAT AR &5 B AR B E B H 2 F
BRER) N T RBRESHEEIRF2R -

AR EFBZELCHEBEAGBESE
101,640 TEERE= D 2 REEF
Bk o
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27. Convertible Bonds (Continued) 27. WBRRESRE)
(b) (Continued) (b)y (%)
The fair values of the New Convertible Ho R EEAR S —=F+ -8
Bonds A on 28 December 2013 and the New —+NBERFOBBEEEBR T —=
Convertible Bonds B on 19 November 2013 F+—B+NB 7 AFEFEEHulE
are calculated using the Hull’s model. The HE o ZER B AREKNT ¢

inputs into the model were as follows:

Convertible Bonds A

ARRESA Convertible
Tranche 1 Tranche 2 Bonds B
£t Eit AR IRfES B
Share price (HKS$) AR E 0.2 0.2 0.206
Volatility B 77.45% 77.45% 71.64%
Credit spread FEEEE 10.61% 10.61% 10.73%
Risk free rate T [E e 0.21% 0.21% 0.19%
Maturity ZIEf 1.08 Years 1 Year 0.5 Year
Note: it
The risk free rate is determined by reference to TREBEDZEFTSBN —RESFEMmE
Hong Kong Government Generic Bond Rate. E
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28. Promissory Note 28. ANEE

On 21 October 2011, the Company issued a R-_T——F+A-+—8 AQFAED
promissory note with a principal amount of Az T EMEMELERT AL A B
HK$9,000,000 (“Promissory Note”) to Mr. Lam 9,000,000 7T 7 AT EHE([EFZHE L) - 1EA
Nam, a substantial shareholder of the Company, Ik B ARED Sc A58 Mass Leader Inc. 2 22882
as consideration for the acquisition of Mr. Lam BEITHR AN 51% 7 (R AB o A Z= 4 Jh 4 4K 4 -
Nam’s 51% of the entire issued share capital FEFR 3% & E3IT B HIE R 24 B B R F|EA o
in Mass Leader Inc.. The Promissory Note is ANEEER - E—=F+A -+ BIHB®
unsecured, bears interest at the rate of 3% per 2 2 5| fE (< PR B 200 o

annum and has a maturity period of 24 months
from the date of issue. The Promissory Note was
reallocated to amount due to a shareholder upon
its maturity on 20 October 2013.

The Group and the Company

AEBERAAT
2013 2012
— —T—F
HK$’000 HK$°000
BT T BT
As at 1 January n—HA—H 8,456 7,842
Imputed interest charge HEM B 761 884
Interest paid BERFLE (217) (270)
Transfer to amount due to a shareholder & A & (< A% 52 5008 (9,000) —
As at 31 December R+—A=+—H — 8,456
Note: Wi
The Promissory Note was measured at amortised cost ENEEDIRER AR R IR B HEA A E - MER
using effective interest method with the effective interest FMNEAE11.3% °

rate at 11.3% per annum.
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29. Deferred Taxation 29. JRIEFIIE
The Group’s major deferred tax liabilities RAFER EFERRCENELEHRBAEER
recognised and movements thereon during the HEBBaanT :
current and prior year are summarized below:
The Group and the Company REBERAEAT
Convertible
bonds
AR AR fE S
HK$’000
B FT
At 1 January 2012 N_ZE—_F—H—H 4,637
Credit to income statement for the year NEEFAMZE (2,159)
At 31 December 2012 and 1 January 2013 RZE—=—F+=ZA=+—HK
—ET—=%—A—H 2,478
Reversed to convertible bonds reserve upon AR AR (& 5 JE BRI 438 [0l AT IR IR (B 5 4
extension of convertible bonds (19)
Initial recognition due to convertible bonds B A] #2155 2515 B T /) 45 B A2
modification 1,818
Addition due to extension of convertible bonds ] B 2 A% (& 5 3 HA i 1 0 323
Credit to income statement for the year AEEFFAMTE (2,482)
At 31 December 2013 R-ZZE—=F+-A=+—H 2,118

No deferred tax asset has been recognised in
the consolidated financial statements of the
Group in respect of tax losses of approximately
HK$35,289,000 (2012: HK$34,615,000) available
to offset future profits due to the unpredictability of
future profit streams against which the asset can
be utilised. The unrecognised deferred tax asset
of the Group in respect of deductible temporary
differences attributable to unused tax losses as
at 31 December 2013 amounted to approximately
HK$6,048,000 (2012: HK$5,863,000).

R R TE R & 5 A R 505 F AR ] A& E
T LA S - BRI & BLE] T S R ORI 2 B
BB 405 1 35,289,000 (= — — 4 : i
#% 34,615,000 7T ) R AL B 2 4R 6 B 75 TRk e
RELERBEE -N-_T—=F+=-A=+—
B AEE AR E BRI TR E
BERERIEETRIBEELA5% 6,048,000 7T
(ZZF——4 : 5%5,863,0007T) °
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30.

Transactions with Non-controlling
Interests

There was no transaction with non-controlling
interests during the year 2013.

During the year 2012, the Group had transacted
with non-controlling interests to acquire additional
equity interests of 9.9% and 49% in Sinotech
Polyard Petroleum Exploration & Development
Research Institute Limited (“Sinotech Polyard
Petroleum”) and in China New Star Petroleum
Drilling Services Company Limited (“China New
Star”) at purchase consideration of HK$1 and
HK$14,700,000 respectively. The controlling
interests held by the Group in Sinotech Polyard
Petroleum and China New Star changed from
60.1% to 70% and from 51% to 100% respectively
after the completion of acquisition. The carrying
amount of the non-controlling interests in
proportion to the additional equity interest acquired
in Sinotech Polyard Petroleum and China New
Star at the date of acquisition was HK$35,000
(net liabilities) and HK$14,635,000 (net assets)
respectively. The Group recognized the difference
between the changes in non-controlling interests
of HK$14,600,000 and the excess of consideration
paid over the carrying amount directly in equity
and attributed to owners of the Company.
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31. Share Capital 31. B&
The Group and the Company
REBERARA T
Number of shares Amount
RHBEE -
2013 2012 2013
—E—= T =ZZB-—Z=F
’000 ‘000 HK$’000 HK$’000
Fi FHR BYFT JBEMF T
Authorised: JETE
Ordinary shares of HK$0.04 &R EE
each B 0.04 7T 2,500,000 2,500,000 100,000 100,000
Issued and fully paid: EETRAR
At beginning of the year REL] 1,826,741 1,822,506 73,070 72,900
Issue of shares to an m{E 8 #ITRGD
employee 6,250 4,235 250 170
At end of the year NGRS 1,832,991 1,826,741 73,320 73,070
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the year ended 31 December 2013
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Share Capital (Continued)

On 21 May 2012, pursuant to an employment
agreement, 2,464,764 employee shares were
allotted and issued at an issue price of HK$0.2563
per share. On 29 November 2012, pursuant to
the same employment agreement, 1,770,077
employee shares were allotted and issued at an
issue price of HK$0.3560 per share. The employee
shares rank pari passu in all respects with the
existing shares of the Company.

On 13 May 2013, pursuant to the same
employment agreement, 2,259,326 employee
shares were allotted and issued at an issue price
of HK$0.2783 per share. On 18 November 2013,
pursuant to the same employment agreement,
3,991,090 employee shares were allotted and
issued at an issue price of HK$0.1573 per share.
The employee shares rank pari passu in all
respects with the existing shares of the Company.
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32. Reserves 32. #E
The Group REH

Convertible
Share Special  Exchange Capital bonds Retained

premium reserve reserve reserve reserve profits
TRRES
Rtte® ARG ENRE @ ETER fis  REEA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EETr  BETr BRI BETn BETr BETn BETT

At 1 January 2012 RZE-—F-A-H 777,644 985 (49) 15,392 48,689 303,242 1,145,903
Total comprehensive income for  AEE2EUHEEE

the year - - (152) - - B (6149
Acquisition of additional interests WEMBA R ZEsMER

in subsidiaries — — - — — (100) (100)
Issue of employee shares E1EERA 1,002 = = = = = 1,002
Recognition of equity component 27 AR (54 2 417

of convertible bonds — — - — 373 — 373
At 31 December 2012 RIB-2%

T-A=1+-A 778,736 985 (201) 15,392 49,062 241,800 1,085,774

At 1 January 2013 R-E-=%5-f-H 778,736 985 (201) 15,392 49,062 241,800 1,085,774
Total comprehensive income for A5 E2Ez 2%

the year - - (16) - — (oo (40,120)
Derecognition of equity PERRTREES

component of convertible BRI

bonds - - - 33,927 (44,606) - (10,679)
Recognition of equity component AR ATk E% 2 3

of convertible bonds - - - - 10,679 - 10,679
Deferred tax liability on BRTARESERDN

recognition of equity EERERR

component of convertible

bonds - - - - (2,141) - M)
Reversal of deferred tax liability Wi EAES 2 BEHE

upon extension of convertible & B

bonds - - = = 19 - 19
Issue of employee shares BEERD 1,006 - - - - - 1,006
At 31 December 2013 RIF-=

T-A=t-H 779,742 985 (217) 49,319 13,013 201,696 1,044,538
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32. Reserves (Continued) 32. REE(E)

The Company P NN

Share Accumulated Capital Convertible

premium losses reserve  bonds reserve
Riria® EitEE ARG TRRESEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT EFTT AT E¥TT ERTT

At 1 January 2012 R-E-—%-f-H 802,524 (270,496) 15,392 48,689 596,109
Loss for the year TEERE — (23,048) — — (23,048)
Issue of employee shares Bl 1,092 - = = 1,002
Issue of convertible bonds EaREs - - - 373 373
At 31 December 2012 RZE-ZF+ZA=1-H 803,616 (293,544) 15,392 49,062 574,526
At 1 January 2013 R-Z-Z£-f-H 803,616 (293,544) 15,392 49,062 574,526
Loss for the year TEERE - (10,870) - - (10,870)
Derecognition of equity component of  BUHEAT K E% 2

convertible bonds E&PH - - 33,927 (44,606) (10,679)
Recognition of equity component of B2 AR %2

convertible bonds Ea - - - 10,679 10,679

Deferred tax liability on recognition of AR R EFEXH(R
equity component of convertible EiEraaE

bonds - - - (2,141) (2,141)
Reversal of deferred tax liability upon W% 2 B ER ERE

extension of convertible bonds - - - 19 19
Issue of employee shares BEERN 1,006 - - - 1,006
At 31 December 2013 RZE—=F+-A=1-H 804,622 (304,414) 49,319 13,013 562,540
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32. Reserves (Continued) 32. f#E(E)
(a) Nature and purpose of reserves (a) REFEZIHEERE®N

(i)  Share premium () RGZEE
Under the Companies Law (Revised) BERESHEQRE(EIBET)E
Chapter 22 of the Cayman lIslands, 22% C ARFZ R GEE R AN
the share premium of the Company DIRSRTIRE TR - AR
is available for paying distributions or BEANTABERA@AA 2
dividends to shareholders subject to BHE  RREESIRIORMRE
the provisions of its Memorandum or & ARFIEARNEEHEBESR
Articles of Association and provided X 2 BIHETS -
that immediately following the
distribution or dividend, the Company is
able to pay its debts as they fall due in
the ordinary course of business.

(i)  Special reserve (i) #EIEE
The special reserve represents the %E'Huﬁﬁia?&ﬂﬁlﬁﬁﬁﬁIL/UE?I
difference between the paid up capital “’“Tz%ﬂliﬂx$iﬁi PR iN
of the previous holding company of NEBRO R =TT _¢E§ 78 Bt
the Group acquired and the nominal /\*%Fﬁﬁﬁﬁ AIAIZEIR £
value of the Company’s shares issued TREEEARRWEEIEmEIT
for the acquisition at the time of the ZZI-VAETHQHETEZ%%E o
group reorganization for the listing of
the Company’s shares on the Growth
Enterprise Market of The Stock
Exchange of Hong Kong Limited in
2002.

(iii) Exchange reserve (iii) EZFE
The exchange reserve comprises all ELREEPEMEREHINGE
foreign exchange differences arising WIEMERMEE ZINEZFE - #
from the translation of the financial EREMFES() AT 2 @5 R E
statements of foreign operations. The I o

reserve is dealt with in accordance with
the accounting policies set out in note

3(1).
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32. Reserves (Continued) 32. RE(E)
(a) Nature and purpose of reserves (a) REEZIHEERBENE)
(Continued)
(iv) Convertible bonds reserve (iv) HRREFFE
The convertible bonds reserve has AMBRESHHELERY - WR
been set up and is dealt with in P B R 3(r) P Bt AT 4R AR B 5 ER A
accordance with the accounting policies ZEETBURRRE -

adopted for convertible bonds in note
3(r).

(v) Capital reserve (v) EBXEE
Capital reserve represents the change EXRGEEEHEEHIUTRRKRE
in fair value arising from the revaluation FRELEZ AN FERE) -

of convertible bonds upon extension.

(b) Distributability of reserves (b) THDIRFEE
At the end of the reporting period, in the RIEHR EERAE Aama#t
opinion of the directors, the Company’s DIRFARARBBEBEAZFEHO BB
reserves available for distribution to owners 500,208,000 (= T — = F : & ¥
of the Company amounted to approximately 510,071,0007C) °

HK$500,208,000 (2012: HK$510,071,000).

33. Retirement Benefit Schemes 33. RIRERIGHE

The Group operates a Mandatory Provident Fund AEBABEMEAEREEKE —HEHIE
Scheme (the “MPF Scheme”) for all qualifying NEEFEI([RESETE]) - BESHEI2E
employees in Hong Kong. The assets of the ERAEBEZEESHAERE  ABYXEAE
MPF Scheme are held separately from those flzoEEIFE - BREBESTEZHT  BE
of the Group in funds under the control of an K H B 89785 AR &t EEANEE 1,250 T
independent trustee. Under the rules of the MPF HHBF S A% (ARIRE A&E) 2 3 -
Scheme, the employer and its employees are each REEgREeTHAE 2 —RERRIEZ
required to make contributions at HK$1,250 or SHEI AN FT RS 3K o

5% of the relevant payroll costs, whichever is the
lower, to the scheme. The only obligation of the
Group with respect to the MPF Scheme is to make
the required contributions under the scheme.
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Retirement Benefit Schemes (Continued)

The employees of the Group’s subsidiaries in the
People’s Republic of China are members of a
state-managed retirement benefit scheme operated
by the local government. The subsidiaries are
required to contribute a specified percentage of
payroll costs to the retirement benefit scheme to
fund the benefits. The only obligation of the Group
with respect to the retirement benefit scheme is to
make the specified contributions.

Related Party Transactions

Save as disclosed in elsewhere in these
consolidated financial statements, the Group had
transactions with the following related parties
during the year:

(a) Transactions and balances between the
Company and its subsidiaries, which are
related parties of the Company, have been
eliminated on consolidation and are not
disclosed in this note.

(b) Remuneration for key management
personnel of the Group, including the
Company’s Directors and certain highest
paid employees, is set out in note 9.

(c) During the year, the Group made/received
advances to/from related parties. Details and
balances outstanding as at 31 December
2013 are disclosed in notes 20, 24 and 25.

33.

34.
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RIEFETEICE)

AEBRHPEARANMBEAMBRARIZER
EHB BB 2 BRERRAKENG
B2 B - ZEMBRRERFEUAZIEE
B RZERRENEBIHESR - WERZER
MRHES - ARBERZERNEANFEAEGZ
—EERBMEEMRRK -

BLERS

=

BRI ANAR & A TS R B A 3 77 PR EE S » NS
BNFEN R ETUTRS ¢

AAREEWMBRAR(RARERBEE)
LR P REHRO NS IR B #E &I &
FEAMEPIEE

=

(b) ARBEZZEEABR(BRARRNEER
ETHEEHMES) M BNHIEY

(c) TR AEBRABEESEL KRERE
Ko ABER _E—=ZF+_A=1+—
B2 REEZGNKIE20 - 24 K 25H

3= o
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35. Operating Leases 35. KREMED

AEBERFARBEEROIN 2 &ERLE

Minimum lease payments paid by the Group as
lessee under operating leases during the year:

The Group The Company
REE AT
2013 2013 2012
—E—= —E—= —E——4F
HK$’000 HK$’000 HK$°000 HK$°000
BT B F T BT T B F T
Premises and equipment LIE Y& 2,006 2,676 1,615 1,678

RBERH - RETATHBELEROBRRK
RIEEE 2 EAEDT

At the reporting date, the total commitments
for future minimum lease payments under non-
cancelable operating leases are as follows:

The Group The Company
rEE AT

2013 2013 2012

—Eg—= —EB—= —ET——F

HK$’000 HK$’000 HK$°000 HK$’000

B FT BT T BT BT T
Premises and equipment LI EYSE

— within 1 year — —FR 2,460 1,850 1,862 1,423
— due after 1 year but — — %1%

within 5 years BRFA 1,578 — 1,532 —

4,038 1,850 3,394 1,423

180



Notes to the Consolidated Financial Statements

e AR M EE

For the year ended 31 December 2013
EoF-SHEf AT —ALFE

36.

37.

Capital Commitments

At the reporting date, the capital commitments
outstanding contracted for but not provided for
in these consolidated financial statements are as
follows:
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36. EAXREAE

R\ER - EFTOMERR ARG E M RR BB
ZHARBITERAZMT

Contributions to a joint venture

The Group
rEE
2013
—E—=
HK$°000 HK$°000
B FTT BT T
33,081 35,780

Contingent Liabilities

On 28 August 2012, a joint venture (the “JV”)
of the Group was demanded for the payment of
compensation of US$16,350,000 (approximately
HK$127,530,000) in respect of the incomplete
obligations in drilling program arising from the
rejection of application for extension of exploration
period of oil and gas project in Brunei as set out
in note 17. The JV has filed an appeal and has
sought legal advice in respect of the dispute about
extension. The management of the Company
considers that no compensation will be required if
the dispute about extension is resolved in favour
of the JV. Accordingly, provision for compensation
of US$3,433,500 (approximately HK$26,781,000),
which represents 21% participating interest of the
Group in the JV, has not been made by the Group
in this respect.

37. FARER

R-ZZE——FENA=-F+/\BH BAEEEF
—EEECE([AELEDRETERMMNIX
M IE B #1E HA R A BR B IR 48 (AR 2 A B
H17)  ERREZREFEML AEDE
WEREE-—TANE=tHEET(HWEE
—RBZFTtERE+=81) RTEHFZ—
T AENEDRDE EFERSHEAZER - 1
THFZNBRAEFREELE  ARAE
BEEETELEE - At ZAEERS
HiE@A s s -+ — 20 EdE  AEET
AU AH AN+ =8 =TRABEET(HBE
ZFREETNAB—T)MBEEDES -
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38. Financial Risk and Capital Risk 38. MEARRERARER
Management
(a) Financial risk management (a) HMEERKRER
(a) Categories of financial instruments (a) HBTAZZHE
The Group AEE

HK$’000 HK$’000
JBEET T B F T

Financial assets MBEE
Other receivables H fth pE YR IE 938 1,408
Amounts due from associates JiE Ui Bt 2 1 R SRR 15,881 15,085
Cash and bank balances R RIRTTHE R 1,381 1,668
18,200 18,161

Financial liabilities =R
Other payables H b FE A 5RIE 11,515 10,487
Amounts due to directors JERNEEFIE 1,856 1,005
Convertible bonds AR ESH 123,161 120,654
Promissory note AN EE — 8,456
Bank borrowing RITEE 6,304 7,176
Amount due to a shareholder FEfT AR FRIE 80,259 50,541
223,095 198,319

182



" '/-/’

Notes to the Consolidated Financial Statements

e AR M EE

For the year ended 31 December 2013
BE—F—=F+-A=+—HALFE

Annual Report 2013 =& — = F £ #f
38. Financial Risk and Capital Risk 38. BIAKBRREARKER(Z)
Management (Continued)
(a) Financial risk management (Continued) (a) HHKERREE(E)
(a) Categories of financial instruments (a) BBEITREZHE(E)
(Continued)
The Company N

HK$’000 HK$’000
BT T BT

Financial assets HHREE
Other receivables H Ath FE U GRIE 562 612
Cash and bank balances e RIRITHE R 2 139
564 751

Financial liabilities Bsas
Amount due to a shareholder FEfT R R FIE 21,582 12,333
Promissory note ZINEE — 8,456
Other payables H fth &< 5RIE 6,557 5,837
Convertible bonds AR E 5 123,161 120,654
151,300 147,280
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38. Financial Risk and Capital Risk
Management (Continued)

(a)

184

Financial risk management (Continued)

(b) Financial risk management and

policies (Continued)

The Group’s major financial
instruments are disclosed in section
(a) of this note. The risks associated
with these financial instruments
include market risk (foreign currency
risk and interest rate risk), credit risk
and liquidity risk and policies on how
to mitigate these risks are set out
below. The management manages and
monitors these exposures to ensure
appropriate measures are implemented
on a timely and effective manner.

(i)  Market risk management

Foreign currency risk

The Group has certain foreign
currency cash and bank balances,
trade and other receivables,
amounts due from associates
and trade and other payables
denominated in foreign currencies
other than the respective
functional currencies of the
entities and thus expose the
Group to foreign currency risk.
The management continuously
monitors the foreign exchange
exposure and will consider
hedging foreign currency risk
should the need arise.

38.
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38. Financial Risk and Capital Risk 38. BIAKBRREARKER(Z)
Management (Continued)
(a) Financial risk management (Continued) (a) HHKERREE(E)
(b) Financial risk management and (b) HBEREERKZE(E)
policies (Continued)
(i) Market risk management ()  TEERERE(E)
(Continued)
Foreign currency risk (Continued) SN R (4F)
The carrying amounts of the REE BB - RQFIAIMNE
company’s significant foreign IECEREEEERE
currency denominated monetary BEZEREENT

assets and monetary liabilities at
the reporting date are as follows:

The Group AEE
Assets
BE

2013

—E—=F
HK$’000 HK$’000
BEFIT JEMF T
Renminbi AR 66 802
Macau Pataca il 30 834
United State dollar = 204 438
Philippines Peso FEREHR 53 6
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38. Financial Risk and Capital Risk 38. BIBAKBRREAREKER(Z)
Management (Continued)
(a) Financial risk management (Continued) (a) HMERKRE=EE)
(b) Financial risk management and (b)) HBEBREERKE(E)

policies (Continued)

(i) Market risk management () TEERERE(E)
(Continued)
Foreign currency risk (Continued) SN R (4F)
The Group (Continued) FEE(E)
Liabilities
=N
2013
—=—=%
HK$’000 HK$’000
BFT BT
Renminbi AR 312 205
Macau Pataca SR P 1,685 2,214
The Company has no foreign R¥rE B A ARA R AL
currency denominated monetary INEFIBEz2EEEERLE
assets and liabilities at the =)
reporting date.
In the opinion of the directors, EEREINEENTELZ
the foreign exchange exposure B AT TE R Bl
derived therefrom is relatively RHEEITEURE DN

insignificant to the Group’s
operations and hence no
sensitivity analysis is performed
accordingly.
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38. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b) Financial risk management and
policies (Continued)

(i)

(ii)

Market risk management
(Continued)

Interest rate risk

The Group’s interest rate risk
is primarily from the convertible
bonds issued at fixed rate
which exposes the Group to
fair value interest rate risk. The
Group currently does not have
an interest rate hedging policy.
However, the management
monitors interest rate exposure
and will consider hedging
significant interest rate exposure
should the need arises.

Credit risk management

As at 31 December 2013, 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 the
carrying amount of the respective
recognized financial assets
as stated in the consolidated
statement of financial position.

38.
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38. Financial Risk and Capital Risk 38. MiIBEREEARKEREZ)
Management (Continued)
(a) Financial risk management (Continued) (a) HMEERKREREE)
(b) Financial risk management and (b)) HBEBREERKE(E)

policies (Continued)

(i) Credit risk management (i) 1EEREEEEE)

(Continued)

In order to minimize the RBEEBEEWERZEE
credit risk in relation to trade Rk EEEDINREER
receivables, the management Hl - EEEHREMERE
has strengthened the credit Fr o LAREIRERER IR HETTE)IA
limits, credit approvals and W Elm BAERS o toh - BIE
other monitoring procedures to ERESHREABYERTS
ensure that follow-up action is B E SEERZAKES
taken to recover overdue debts. B URERRESEASTRES
In addition, the management BIEH BB EEE - 3t
reviews the recoverable amount ms  ERERAR  AEE
of each individual trade debt at ZAEERBE R KRR ©

each reporting date to ensure that
adequate impairment losses are
made for irrecoverable amounts.
In this regard, the management
considers that the Group’s credit
risk is significantly reduced.

The credit risk on liquid funds is AR ZE T K0 AEE
limited because the majority of i 2 RITHEBREE TR
the counterparties are reputable EERTEEETRZR
banks or banks with high credit T HWRBELSZEERR
ratings assigned by international B o

credit-rating agencies.
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38. Financial Risk and Capital Risk

Management (Continued)
(a) Financial risk management (Continued)

(b) Financial risk management and
policies (Continued)

(ii)  Credit risk management
(Continued)

There was no exposure to credit
risk since there was no trade
receivables as at reporting date.

(iii)  Liquidity risk management

In the management of the liquidity
risk, the management manages
its funds conservatively by
maintaining a comfortable level
of cash and cash equivalents
in order to meet continuous
operational need. Various
bank facilities and credit lines
will be considered to fund any
emergency liquidity requirements.
The Group relies on fund raising
activities from issuance of rights
shares and placing of ordinary
shares as well as shareholder’s
loans as principal sources of
liquidity.

38.
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(i) EEEREE(E)
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38. Financial Risk and Capital Risk 38. BIBABEREARKER(Z)
Management (Continued)

(a) Financial risk management (Continued) (a) HMERKRE=EE)

(b) Financial risk management and (b)) HBEBREERKE(E)
policies (Continued)

(iii)  Liquidity risk management (i) wEEZEREE(E)

(Continued)

The following tables detail the TRFMAREERAR B
Group’s and the Company’s HEMGBEZHRTEHEHE
remaining contractual maturity B HERMBEEZR
for its financial liabilities, which MRBESREARRER K
are based on the undiscounted KRARAIgEAL T 2 &FH
cash flows of financial liabilities BimE - TREEMNERE
and the earliest date on which EMPRE °

the Group and the Company can
be required to pay. The tables
include both interest and principal
cash flows.

The Group AEE

On demand or Total  Total carrying
less than More than  un-discounted amount at
1 year 1 year cash flows 311212013

BEXY RERAS
HR-F SR-% hEAR
HKS'000 HK$ 000 HK$'000 HK$'000
ERTR BRTR BETR BRTR

2013 —%-=F

Bank borrowing BEE 1,368 5,570 6,938 6,304
Other payables Ef MR 11,515 - 11,515 11,515
Amount due to a shareholder  FEfTfER - 80,259 80,259 80,259
Amounts due to directors ERESHE 1,856 - 1,856 1,856
Convertible bonds HkESR 16,421 120,000 136,421 123,161

31,160 205,829 236,989 223,095
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38. Financial Risk and Capital Risk 38. BIRABRRERRMERE(Z)
Management (Continued)
(a) Financial risk management (Continued) (a) HMERKREEE)
(b) Financial risk management and (b) HBEBEZEREEE)

policies (Continued)

(iii)  Liquidity risk management (i) TEEEEBEERE(E)
(Continued)
The Group AEE

On demand or Total  Total carrying
less than More than  un-discounted amount at
1 year cash flows 31/12/2012

ARRHE
LJimtid REER

HK$ 000 HK$ 000 HKS 00 HK$'000
ERTT ERTT ERTT ERTT

2012 “E-F

Bank borrowing BEE 1,358 8,034 9,392 7,176
Other payables AR 10,487 - 10,487 10,487
Amount due to a shareholder  JE(SREIE = 50,541 50,541 50,541
Amounts due to directors ERESZHE 1,005 = 1,005 1,005
Convertible bonds AR ES 16,480 120,000 136,480 120,654
Promissory note EOET — 9,810 9,810 8,456

29,330 188,385 217,715 198,319
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38. Financial Risk and Capital Risk 38. BKRABRRERRMEREZ)
Management (Continued)

(a) Financial risk management (Continued) (a) HMERKRE=EE)

(b) Financial risk management and (b) HBEBEZEREEE)
policies (Continued)

(iii)  Liquidity risk management (i) TEEEEBEERE(E)
(Continued)
The Company ¥ /N

On demand or Total  Total carrying
less than More than  un-discounted amount at
1 year 1 year cash flows 31/12/2013

R-E-=F
BB FEEEE T-A=T-H
SR-E SR-5 HEAE ZEEAE
HK$°000 HKS$’000 HK$’000 HK$000
BETT BETT BETT BETT

2013 —3-=f

Amount due to a shareholder  FEfTIREZUE - 21,582 21,582 21,582

Other payables Ef MR 6,557 - 6,557 6,557

Convertible bonds ARES 16,480 120,000 136,480 123,161
23,037 141,582 164,619 151,300

On demand or Total  Total carrying
less than More than  un-discounted amount at

1 year cash flows

Si-% i A ik
HK§000 HK§'000 HK$'000 HK§ 000
ERTT BRI ERTT BRTT

2012 —2-—-

Amount due to a shareholder  FEfTREZUE — 12,333 12,333 12,333
Other payables Ef MR 5,837 = 5,837 5,837
Convertible bonds hkES 16,480 120,000 136,480 120,654
Promissory note NS - 9,810 9,810 8,456

22,317 142,143 164,460 147,280
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38. Financial Risk and Capital Risk 38. MBEMIRERREREEE)
Management (Continued)
(b) Capital risk management (b) EXEREE
The Group’s objectives when managing AEETEEAZ BNAREARAERSF
capital are to safeguard the Group’s ability BIREZEN  UARRRERRE S
to continue as a going concern in order to H A A s AERAE IR LA 55 - W R IE
provide returns for shareholders and benefits BARBIARIEE R

for other stakeholders and to maintain an
optimal capital structure to reduce the cost of

capital.

In order to maintain or adjust the capital REFHFABREREE  AEE]AR
structure, the Group may adjust the amount ENTREZKRESE  REEATR
of dividends paid to shareholders, return B BT MOSRE EEE R EL

capital to shareholders, issue new shares or
sell assets to reduce debt.

Consistent with others in the industry, HEFERNEMPE N AEBIRFER
the Group monitors capital on the basis R REERE R o L KPR EKKR
of the net debt-to-equity ratio. This ratio J«M@’%”:ﬁr o FEBLAL A E(BIELF
is calculated as net debt divided by total Aﬁﬁ“ﬁk/ﬂﬁﬁﬁﬂ_’\ZﬁE&#ﬁéﬂfﬁ%)
equity. Net debt is calculated as total BRE RIRSZEBWE - BRERIELR
liabilities (including current and non-current é\,ﬁﬁ%ﬂkﬁﬁﬁﬁ/TZﬁEﬁﬁ o

liabilities as shown in the consolidated
statement of financial position) less cash and
cash equivalents. Total equity represents
the equity as shown in the consolidated
statement of financial position.
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38. Financial Risk and Capital Risk
Management (Continued)

(b)

194

Capital risk management (Continued)

During 2013, the Group’s strategy, which
was unchanged from 2012, was to maintain
the net debt-to-equity ratio at an acceptable
level. The net debt-to-equity ratios at 31
December 2013 and 2012 are as follows:

38.

BBERRERRRER(E)

(b)

EXREMEREE)

R-ZF-—=ZFR AKEZRE(E=F
——FEEFTE) Rl FEBHESL
RERFRARSEKFE - RZF—=ZFR
—E-—H+ZA=+—BZFEBH
mlEmT

HK$’000 HK$’000

BEFT BEFT
Total debts HBER 225,213 200,797
Less: Cash and cash equivalents B BekBEeEED (1,381) (1,668)
Net debt FERS 223,832 199,129
Total equity ERE LS 1,244,058 1,290,843
Net debt-to-equity ratio SFETS S X 18% 15%
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38. Financial Risk and Capital Risk 38.

Management (Continued)
(c) Fair value measurement

The Group has no financial assets and
financial liabilities that are measured at fair
value on a recurring basis.

The Group has financial liabilities (as
detailed in the following table) that are not
measured at fair value on a recurring basis
but fair value disclosures are required.

Annual Report 2013

I
A
[
1l
A7
-7
H

BBERRERRRER(E)

(c) AFEFE

AEBEY EMBEERVBREFTLL
BHEENRFERE -

AEENHE R E D TRAEL BT
R R RN AT E B ERERH
BEAATE -

Fair value as at 31 December 2013

K]

categorised into 2012

== R=F-=§+-A=t-ANATEAE “3-%

Carrying
amount  Fair value Level 1

Carrying
Level 2 Level 3 amount Fair value

IR AYE £

HK$'000  HK$'000  HK$°000
ERFr  ERFT  ERTx

Financial liabilites ~ B&&fE
Convertible bonds R ESR 123,161 123,225
Promissory note ANES = =

F=R F=R FREE DFfE
HK$’000  HK$'000  HK$000  HK$'000
BETrT  EBFT EETT EETT

- 123,225 120,654 127,434
- = 8,456 8,456

Valuation techniques and inputs used in
Level 3 fair value measurements:

The fair values of liability components of
convertible bonds are estimated as being
the present value of future cash flows,
discounted at interest rates based on the
Hong Kong Government Bond rate as at 31
December 2013 plus an adequate constant
credit spread of traded bonds with similar
maturity of the Company’s convertible bonds
and credit rating.

Except as detailed in the above table, the
Directors consider that the carrying amounts
of financial assets and financial liabilities
recognised in the consolidated financial
statements approximate to their fair values.

RARFERATEE=ANEEFER
BARE

AMBRESAERD 2 A ERETE
(MEFEAR=T—=F+=-A=+—H
ZEABMNEHRBS XM ERARNATZA]
BEEFIHA RMEEFRNERATE
BEEFZARHIEEDME)RKRE
MBI EET

BRERMFEN  EEZRR/NEAM
BHREAER M BEERNBRAB R
EEREATEES -
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39. Particulars of Subsidiaries 39. B AFE
Particulars of the Company’s subsidiaries at 31 R-ZE—=F+"F=1+—8 KRRz B
December 2013 were as follows: NGIE N

Issued and
fully paid  Proportion of nominal value of
share capitall  issued capital/registered capital

registered held by the Company
Place of capital* RAAREZERTRA/
incorporation/ Forms of BRR &R EEL B
Name of subsidiary operation legal entity HrRE/ Directly Indirectly  Principal activities
WEATAN AL/ SEY EEERYA AfEA: R BE IEER
Kanstar Environmental Technology British Virgin Islands International Business US$1,000 100% —  Investment holding
Group Limited EBRAES Company 1000570 REAR
Gl
Win Easy International Limited British Virgin Islands International Business US$1 100% —  Investment holding
RERgEE Company 147 RERR
BREHAA
Polyard Petroleum Resources British Virgin Islands International Business USS$1 100% —  Investment holding
Development Inc RERGHE Company 1£1 REER
BRAKAT
Mexford Holdings Limited British Virgin Islands International Business US$50,000 = 100%  Investment holding
BBRAHE Company 50,000%7 RERR
BRAHAA
Carson Coal Trading Co., Limited Hong Kong Limited Liability HKS1 = 100%  Trading of minerals and
EERREERRAT 30 Company BEAT energy products
ERELAR Bk RERER
China New Star Petroleum Drilling Hong Kong Limited Liability HK$30,000,000 — 100%  Provision of drilling
Services Co,, Ltd B Company 730,000,000 services for oil and
PENERAEAREERAA BREMLE gas projects
REAFEE ERRHS
Modern Lucky International Limited Hong Kong Limited Liability HKS2 - 100%  Investment holding
MERARERAA B Company e AR
ERELAR
Polyard Petroleum (Hong Kong) Limited  Hong Kong Limited Liability HK$1 = 100%  Investment holding
BEAA(ES)ERAR &h Company BEAT RERR
ERREAT
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39. Particulars of Subsidiaries (Continued) 39. MiIBLTFE(E)

Issued and

fully paid  Proportion of nominal value of
share capitall issued capital/registered capital

registered held by the Company
Place of capital* RARERZCRIRE/
incorporation/ Forms of ERfTR AMERFHEEELS
Name of subsidiary operation legal entity HrBE/ Directly Indirectly  Principal activities
WRARAR AL/ g EERREH ifEA: B BE IEXH
Xian Polyard Petrochemical Limited PRC Limited Liability RMB1,000,000 — 51%  Trading of petroleum-
ERERAHLIERAR BE Company ARE related products
ERERAT 1,000,007 EEnhERER
Polyard Petroleum International Macau Limited Liability MOP40,000,000 - 100%  Investment holding
Company Limited -l Company 40,000,000 RERR
BRARERERAR ERERLF A
China Sino Qil Co., Ltd Macau Limited Liability MOP10,000,000 - 100%  Petro-chemical Product
HEHERRERAR -1l Company 10,000,000 dealing
ERERLF R BERMEEER
Sinotech Polyard Petroleum Exploration  Hong Kong Limited Liability HK$100,000 = 70%  Provision of
& Development Resources &k Company 75100,000 7T consultancy
Research Institute Limited ERERAR senvices for oil and
N ERRARR AR RRARAA gas exploration and
development
RERRHRRERE
Rk
Sinotech Polyard (Beijing) Resource PRC Limited Liability HK$4,000,000 - 92.5%  Provision of
Science and Technology Limited B Company 714,000,000 7T consultancy
HMER (LR ERMEERAR ERERDA senvices for ol and
gas exploration and
development
REAFHRIERE
R
Polyard International Mining Company ~ Hong Kong Limited Liability HK$1,000,000 — 100%  Investment holding
Limited Bk Company 71,000,000 K&K
BRERERERAT ERELAR
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39. Particulars of Subsidiaries (Continued)

Mass Leader Inc.

ABRLES
China International Mining Petroleum Hong Kong
Company Limited &k

TEERRERRARAA

None of the subsidiaries had issued any debt

securities at the end of the year.

198

Place of
incorporation/
Name of subsidiary operation
KEARER HEL/ EEny
Polyard Petroleum Philippines Company  Philippines
Limited, Inc. Feg

British Virgin Islands

Issued and

fully paid

share capital/

registered

capital*

Forms of BBk

legal entity HRBA/

EERREH ifEA:

Limited Liability PHP10,000,000

Company 10,000,000 %
BRELAR

International Business ~ US$50,000

Company 50,0007
REKAT

Limited Liability HK$10,000,000

Company 7%51%10,000,000 7T
ERELAR

39. MEBARFEE)

Proportion of nominal value of
issued capital/registered capital
held by the Company
ARABEZERTRE/
AMERFHEEELS
Directly Indirectly

B -

100%

= 51%

Principal activities

Mineral and energy
related business

BORERARRHE

Investment holding

RAZR

Mineral and energy
related business

BRERRERT

RER - BHEKNEB A RBITEERES
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40. Details of Non-Wholly Owned 40. BEEARFEHMERZFZENEL
Subsidiaries that have Material Non- AR
Controlling Interests
The table below shows details of non-wholly- TRIIRANEB A E AL RS 2 IER

owned subsidiaries of the Group that have material BEH B A RS ¢
non-controlling interests:

Proportion of ownership
Place of incorporation/ interest and voting rights
principle place of held by non-controlling Loss allocated to non- Accumulated non-
Name of subsidiary business interests controlling interests controlling interests

U R R b RR
HEARER B3R RERRRLRRRELA FriE B8R EHE L
2013 2012 2013 2013
ZB-Zf %z -B-= $-Zf ZB-=

HK$'000 HK$'000  HK$’000 HK$'000
BETT  ERTT  BMTr EETT

Xian Polyard Petrochemical China 49% 49% (59) (328) 52 110
Limited i
BRARARIEIARAR
Mass Leader Inc BVI/ Hong Kong 49% 49% (4) (4) 168 172
RBRNHS/BH
China International Mining Hong Kong 49% 49% (5,520) (6,594) 127,467 132,987

Petroleum Company Limited &%
REEREZRRERAA
Sinotech Polyard Petroleum Hong Kong 30% 30% (166) (57) (418) (252)
Exploration & Development ~ &%
Research Institute Limited
FRE AR RFAER TR
BRAR
Individually immaterial (50) (97) (1,069) (1,018)
subsidiaries with
non-controlling interests
BAFENIER  ARITEE
NG

(5,799) (7,080 126200 131,999
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40. Details of Non-Wholly Owned
Subsidiaries that have Material Non-
Controlling Interests (Continued)

Summarized financial information in respect of
each of the Group’s subsidiaries that has material
non-controlling interests is set our below. The
summarized financial information below represents
amounts before intergroup eliminations.

Xian Polyard Petrochemical Limited

40.

BEERFEGIMNERZHFZENELD
AFEE)

AEEHEBEFEFHEREZ SMBARZ
MBEMBRHINNT - TXZHBEERHRE
EREERNHHER 28 °

AZEHEAMEIBRAFRE
HK$’000 HK$°000
BT T BT
Current assets mENEE 193 375
Non-current assets EREEE = =
Current liabilities wmBEE 87 150
Non-current liabilities JEmBIAE = =
Equity attributable to owners of the RRATEE AEIERER
Company 54 115
Non-controlling interests FEfE i 52 110
Revenue & — =
Expenses X 124 668
Loss for the year NEEEE (124) (668)
Loss attributable to owners of the RARER AEILEE
Company (63) (341)
Loss attributable to the non-controlling JEFTE I 1 A 2 FE 1 S 1R
interests (61) (327)
Loss for the year REEEE (124) (668)
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40. Details of Non-Wholly Owned 40. BEERFEFIMERZHEZENEL

Subsidiaries that have Material Non-

Controlling Interests (Continued)

Xian Polyard Petrochemical Limited

AHE(E)

AZEHAREIERAT
HK$’000 HK$°000
BYEFT BEFoT
Other comprehensive income attributable <2 AIHEA A (G E
to owners of the Company 2mEke 2 (2)
Other comprehensive income attributable — FF#% $I RS E(G E
to the non-controlling interests ZHE 2 (1)
Other comprehensive income for the year A4 EH & E W 4 (3)
Total comprehensive income attributable N2 BB A fE{G E it
to owners of the Company FHEINEBRE (61) (343)
Total comprehensive income attributable — 3E3% Hil/14 1 %5 & 15 H A,
to the non-controlling interests 2HEW AR (59) (328)
Total comprehensive income for the year AFEEMEmENEERE (120) (671)
Net cash outflow from operating activities &% ¥R &% H %58 (5) (68)
Net cash outflow from investing activities & EER &% H F58 = =
Net cash outflow from financing activities Et& EENIR LR HIFHE = =
Effect of foreign exchange rate changes  AMNEER &8 v 24 4 (3)
Net cash outflow e FEE (1) (71)
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40. Details of Non-Wholly Owned 40. BEEARFEHMERZFZENEL
Subsidiaries that have Material Non- AFHE(E)
Controlling Interests (Continued)

Mass Leader Inc

HK$’000 HK$°000
BEF T BT T
Current assets TMENEE 360 360
Non-current assets IEREEE 10,000 10,000
Current liabilities nEEE 10,016 10,008
Non-current liabilities EREBEE = —
Equity attributable to owners of the RAREE AEIEER
Company 176 180
Non-controlling interests FEfE I i A 168 172
Revenue W 2% — —
Expenses 53 8 8
Loss for the year NEEERE (8) (8)
Loss attributable to owners of the AARER AEILEE
Company 4) (4)
Loss attributable to the non-controlling FEPES MR S RS B 1R
interests (4) (4)
Loss for the year NEEERE (8) (8)
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40. Details of Non-Wholly Owned 40. BEERFEFIMERZHEZENEL

Subsidiaries that have Material Non- AFHEE)
Controlling Interests (Continued)

Mass Leader Inc

HK$’000 HK$°000
BEFT B FT
Other comprehensive income attributable ZARRQR)#EA AELEMEE
to owners of the Company Uz — =
Other comprehensive income attributable — FF#2% %I 14 25 FE (5 H fih 2 [
to the non-controlling interests Uz — =
Other comprehensive income for the year ZAFEE 2 E Uz — —
Total comprehensive income attributable AR A %A AEEEMEE
to owners of the Company #4858 (4) (4)
Total comprehensive income attributable — FE¥E | S ER E M2 H
to the non-controlling interests Wz 4B EE (4) (4)
Total comprehensive income for the year AFEE M2 mENEERE (8) (8)

Net cash inflow from operating activities 48 & %78 48 A F5E = =

Net cash outflow from investing activities & EENIR SR HIFE — =

Net cash outflow from financing activities RIE& E IR &% F58 = =

Net cash inflow/(outflow) BaRA/ (Rt FE —
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40. Details of Non-Wholly Owned 40. BEEARFEHMERZFZENEL
Subsidiaries that have Material Non- AFHE(E)
Controlling Interests (Continued)

China International Mining Petroleum

Company Limited
HEIEREE AR AR D A

HKS$’000 HK$’000
BT T BT T
Current assets MEEE 98 1,655
Non-current assets JEMENE E 297,555 303,922
Current liabilities nEEE 27,875 24,533
Non-current liabilities SEmBIAE = =
Equity attributable to owners of the RATHEE AEIERER
Company 142,311 148,057
Non-controlling interests JEFoE I 1 2 127,467 132,987
Revenue & — —
Expenses 53 (11,256) (13,439)
Loss for the year REEEE (11,256) (13,439)
Loss attributable to owners of the RARER AL EE
Company (5,741) (6,854)
Loss attributable to the non-controlling FE1E R s PR (G B 1R
interests (5,515) (6,585)
Loss for the year KEEEE (11,256) (13,439)
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40. Details of Non-Wholly Owned 40. BEERFEHFIMERZIZENBEL

Subsidiaries that have Material Non- AFHEE)
Controlling Interests (Continued)

China International Mining Petroleum

Company Limited
H B B R i Sk M A PR A A

HK$’000 HK$’000
BYFTT BT T
Other comprehensive income attributable RQRI%HA ARG EME2E
to owners of the Company ez (5) (9)
Other comprehensive income attributable  FF# H MRS fE(G Lt 2
to the non-controlling interests g (5) (9)
Other comprehensive income for the year A4 E H & EW (10) (18)
Total comprehensive income attributable ~ RNARHA A ELEMEE
to owners of the Company W S4B EE (5,746) (6,863)
Total comprehensive income attributable — JF3EHI MRS B E M2 M
to the non-controlling interests s 4258 (5,520) (6,594)
Total comprehensive income for the year ZANFEH b 2 E Uk S E %8 (11,266) (13,457)
Net cash inflow from operating activities &2 2R LR AFEE 1,087 1,170
Net cash outflow from investing activities #R& SR SR HIFE — =
Net cash outflow from financing activities g & /EENIR € 7 F58 (1,060) (1,169)
Effect of foreign exchange rate changes  SMEER &S 7 2 (10) (18)
Net cash inflow/(outflow) BemA/ i) F8E 17 (17)
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40. Details of Non-Wholly Owned 40. BEEARFEHMERZFZENEL
Subsidiaries that have Material Non- AR (&)
Controlling Interests (Continued)

Sinotech Polyard Petroleum
Exploration & Development Research

Institute Limited
PR EEA RS RERAREERA

HK$’000 HK$’000
BT BT
Current assets mENEE 12,744 10,854
Non-current assets SEmBEE 1,000 1,000
Current liabilities BB E 15,136 12,691
Non-current liabilities EmBAaE = =
Equity attributable to owners of the RAEIHEE AEERER
Company (974) (585)
Non-controlling interests FEPE Il M A 2 (418) (252)
Revenue & — 462
Expenses X 554 712
Loss for the year AFEEE (554) (250)
Loss attributable to owners of the AARER ARG EE
Company (388) (193)
Loss attributable to the non-controlling e M S PR (G B 1B
interests (166) (57)
Loss for the year AFEEEE (554) (250)
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40. Details of Non-Wholly Owned 40. BEEARFEHMERZFZENEL
Subsidiaries that have Material Non- AFHE(E)
Controlling Interests (Continued)

Sinotech Polyard Petroleum
Exploration & Development Research

Institute Limited
PR E B AR R R AR AR A A

HK$’000 HK$’000
BT T JEWF T
Other comprehensive income attributable R A F)HEA AELEMEHE
to owners of the Company Uz — =
Other comprehensive income attributable  FE¥ 4| tEzS E(G b2 M
to the non-controlling interests Yoz = =
Other comprehensive income for the year 74 E H & E W — —
Total comprehensive income attributable 7R A F#EA A FE(L H 2
to owners of the Company Wz 4B EE (388) (193)
Total comprehensive income attributable — FE4% I RS E(E E (2T
to the non-controlling interests Wzs B 5 (166) (57)
Total comprehensive income for the year ZANFEE b2 mEUkR &5 (554) (250)
Net cash outflow from operating activities 484 %55 &R H FHE (37) (22)
Net cash outflow from investing activities & /EENIE 4 7 L F5E — —
Net cash outflow from financing activities Bt & /E 2R € 7t F5E — =
Net cash outflow RE I FE (37) (22)
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AEERBERAVRFEZGERE  BEERE
BEZHE(RHEEARBZRECS AV B RER)H

The summarised consolidated results, assets and
liabilities of the Group for the last five financial years,

as extracted from the audited consolidated financial BT :

statements of the Group, are set out below:

R I e
esults g

For the year ended 31 December

BE+-A=+—HLEE

2010 2011
—T-FTF —T——%F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
BETT BT T BT T BETT BT T
Turnover S 3,196 826 609 462 —
Profit/(loss) AT
attributable to (E518)
— Owners of the the — ZNAT]
Company BB A (95,157) (66,110) 302,282 (61,342) (40,104)
— Non-controlling — FEFEHIME
interests T (67) (452) (3,305) (7,068) (5,793)
(95,224) (66,562) 298,977 (68,410) (45,897)
Assets and Liabilities EEREE

At 31 December

R+=B=+—H
2010 2011
—T-TF —ZT—F
HK$°000 HK$'000 HK$’000 HK$°000 HK$°000
JBEF T B F T B F T BT BT T
Total assets BB E 924,840 983,113 1,532,798 1,491,640 1,469,271
Total liabilities FEN=R (436,727) (360,776) (160,316) (200,797) (225,213)
Net assets FEE 488,113 622,337 1,372,482 1,290,843 1,244,058
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